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Date: 10/14/2009

Time: 01:00 PM

Page 1 of 2

dicial District Court - Bonneville Cou‘

ROA Report

Case: CV-2009-0001736 Current Judge: Darren B. Simpson
The City Of Idaho Falls, etal. vs. no defendant

The City Of Idaho Falls, The Bonneville Power Administration vs. no defendant

User: LMESSICK

.

Seven.

Date Code User Judge
3/19/2009 NCOC WILLIAMS New Case Filed-Other Claims Gregory S. Anderson
NOAP WILLIAMS Plaintiff: The City Of Idaho Falis Notice Of Gregory S. Anderson
Appearance Dale W. Storer and Daniel C. Dansie
WILLIAMS Filing: U - Fee for opening any other civil case Gregory S. Anderson
not listed on the schedule Paid by: Storer, Dale
W. (attorney for The City Of idaho Falls) Receipt
number: 0013032 Dated: 3/20/2009 Amount:
$.00 (Cash) For: The City Of Idaho Falls (plaintiff)
PETN WILLIAMS Verified Petition for Judicial Confirmation Gregory S. Anderson
AFFD WILLIAMS Affidavit of Jacqueline Flowers, in Support of Gregory S. Anderson
Petition for Judicial Confirmation
AFFD WILLIAMS Affidavit of Jo A. Elg, in Support of Petition for Gregory S. Anderson
Judicial Confirmation
BRIF WILLIAMS Brief in Support of Verified Petition for Judicial Gregory S. Anderson
Confirmation
WILLIAMS ***5 CD-Rom discs of documents** Gregory S. Anderson
3/26/2009 HRSC LMESSICK Hearing Scheduled (Motion 05/07/2009 09:00  Gregory S. Anderson
AM) Judicial Confirmation
3/30/2009 NOTC DOOLITTL Notice of Filing of Judical Confirmation Petition =~ Gregory S. Anderson
4/17/2009 ANSW LMESSICK Answer of the Honroable Jared D. Fuhrimanto  Gregory S. Anderson
City of Idaho Falis' Petition for Judicial
Confirmation
BRIF LMESSICK Brief in Support of Mayor Jared DD. Fuhriman's ~ Gregory S. Anderson
Answer fo City of Idaho Falls' Petition for Judicial
Confirmation
NOAP LMESSICK Notice Of Appearance Gregory S. Anderson
5/6/2009 JUDGE HUNTSMAN Judge Change Darren B. Simpson
HUNTSMAN Order of Assignment to Judge Darren B. Simpson Darren B. Simpson
ORDR LMESSICK Order of Self Disqualification (Anderson) Gregory S. Anderson
AFFD WOOLF Affidavit of Publication and Posting Darren B. Simpson
5/7/2009 DCHH LMESSICK Hearing result for Motion held on 05/07/2009 Darren B. Simpson
10:00 AM: District Court Hearing Held
Court Reporter: Sandra Beebe
Number of Transcript Pages for this hearing
estimated: Judicial Confirmation 100 pages
5/8/2009 MINE LMESSICK Minute Entry Darren B. Simpson
6/25/2009 JDMT QUINTANA Judgment Darren B. Simpson
7/14/2009 NOTC SHULTS Notice of Appeal to Supreme Court (O'Leary) Darren B. Simpson
KESTER Filing: L4 - Appeal, Civil appeal or cross-appeal to Darren B. Simpson
Supreme Court Paid by: Richards & O'Leary
Receipt number: 0032362 Dated: 7/20/2009
Amount: $101.00 (Check) For: Fuhriman, Jared
Dean (other party)
NOAP KESTER Other party: Fuhriman, Jared Dean Notice Of Darren B. Simpson

. . —————

Appearance Molly O'Leary

S
i
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The City Of Idaho Falls, The Bonneville Power Administration vs. no defendant

Date

Code User

Sevem.dicial District Court - Bonneville Cou
ROA Report
Case: CV-2009-0001736 Current Judge: Darren B. Simpson
The City Of Idaho Falls, etal. vs. no defendant

User: LMESSICK

Judge

7/20/2009

8/14/2009

9/2/2009

BNDC SHULTS
SHULTS
ORDR SHULTS
SHULTS

Bond Posted - Cash (Receipt 32367 Dated

7/20/2009 for 100.00) $100.00 deposit for clerk's

record on appeal.

S.C. Respondent's Motion for Expedited Hearing
Memorandum Brief in Support.

S.C. Order Granting Respondent's Motion for

Expedited Hearing

Due date

)

Darren B. Simpson

Darren B. Simpson
Darren B. Simpson

Darren B. Simpson
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DALE W. STORER (ISB No. 2166)
Daniel C. Dansie (ISB No. 7985) .
HoLDEN, KIDWELL, HAHN & CrAPO, P.L.L.C. S
1000 Riverwalk Drive, Suite 200, CSIGNED TO
Idaho Falls, Idaho 83402 SS;E f&;ﬁ’gbom S ANDERSON

Attorneys for Petitioner,
*The City of Idaho Falls

IN THE SEVENTH JUDICIAL DISTRICT COURT OF BONNEVILLE COUNTY,

STATE OF IDAHO

IN RE THE VALIDITY OF THE )

POWER SALES AGREEMENT ) No. [Wo1-173v
AND THE CREDITWORTHINESS )

AGREEMENT BETWEEN ) VERIFIED PETITION FOR
THE CITY OF IDAHO FALLS ) JupiciAL CONFIRMATION
AND ) FILING CATEGORY: U
THE BONNEVILLE POWER ) FILING FEE: $88.00
ADMINISTRATION )

The City of Idaho Falls, Idaho, a municipal corporatibn organized and existing under the
laws of the State of Idaho (the “City”), brings this Verified Petition for Judicial Confirmation
(this “Petition”) pursuant to the Judicial Confirmation Law of the State of Idaho, Title 7,
Chapter 13, Idaho Code, as amended (the “Judicial Confirmation Law”), to confirm the validity
of the Power Sales Agreement, Contract No. 09PB-13056 (the “Renewal Power Sales
Agreement”) and the Creditworthiness Agreement, Contract No. 09PB-13257 (the
“Crediﬁvorthiness Agreement”), each between the City and the United States of America,
Department of Energy, acting by and through the Bonneville Power Administration

(“Bonneville ™).




This Petition provides a statement of the legal authority for the obligations of the City
under the Renewal Power Sales Agreement and the Creditworthiness Agreement, and the facts
on which the validity of such obligations is based. Such statements are supplemented by the
Affidavits of Jacqueline Flowers and Jo Elg, General Manager and Assistant General Manager of
Idaho Falls Power, respectively, and the Brief in Support of Verified Petition for Judicial
Confirmation which are filed herewith and are incorporated by reference in this Petition.

In support of this Petition, the City states as follows:

I. JURISDICTION

1. The Judicial Confirmation Law provides that “the governing body of a political
subdivision may file or cause to be filed at any time in the judicial district court in and for the
district in which the political subdivision is located wholly or in part, praying a judicial
examination and determination of the validity of any bond or obligation or of any agreement or
security instrument related thereto, of the political subdivision....” Section 7-1304(1), Idaho

Code, as amended.

2. The City is a municipal corporation organized and existing under Title 50, Chapter
1, Idaho Code, as amended, and a “political subdivision” within the meaning of the Judicial
Confirmation Law, Section 7-1303(6), Idaho Code, as amended. The Renewal Power Sales
Agreement is an “obligation” of the City within the meaning of the Judicial Confirmation Law,
Section 7-1303(5), Idaho Code, as amended. The Creditworthiness Agreement is an “agreement
or security instrument related” to the “obligation” of the City under the Renewal Power Sales
Contract, within the meaning of the Judicial Confirmation Law, Sections 7-1303(7) and

7-1304(1), Idaho Code, as amended.

2 — VERIFIED PETITION FOR JUDICIAL CONFIRMATION
LA




3. The Court has jurisdiction over this Petition, and the Court is the proper venue for
this Petition, pursuant to Section 7-1304 of the Judicial Confirmation Law and Section 1-705,

Idaho Code, as amended.

4. By resolution duly adopted at a regular public meeting held on November 25, 2008,
the City Council of the City duly adopted a resolution approving and authorizing the Renewal
Power Sales Agreement and the Creditworthiness Agreement; such resolution further authorized
and directed the Mayor, City Attorney and other officers of the City to commence proceedings
pursuant to the Judicial Confirmation Law to confirm the validity of the Renewal Power Sales
Agreement and the Creditworthiness Agreement; and a true and correct extract of the minutes of
the November 25, 2008 meeting, including a certified copy of such resolution, is attached hereto

as Exhibit A.

5. Section 7-1304(3) of the Judicial Confirmation Law requires, prior to the filing by
the City of this Petition for the confirmation of the validity of Renewal Power Sales Agreement

and the Creditworthiness Agreement, that:

a. at least 15 days prior to the date of a public hearing to consider whether
the governing body of the City (i.e., the City Council of the City) should adopt a
resolution or ordinance authorizing the filing of this Petition, notice of the time, place and
a summary of the matter shall be published one time in the official newspaper of the City
and with the form and content described in Section 7-1306(2) of the Judicial

Confirmation Law;

3 — VERIFIED PETITION FOR JUDICIAL CONFIRMATION




b.  the City Council shall send a notice of the time and place of the public
hearing, at least 14 days before the date of the public hearing, by certified mail to all
persons who, pursuant to Section 7-1304(3) of the Judicial Confirmation Law, have
requested notice of public hearings held by the City Council to consider the filing of
petitions pursuant to the Judicial Confirmation Law, which request for notice is valid

until December 31 of the year in which it was filed;

c.  the City Council of the City shall hold the public hearing on whether to

file this Petition; and

d.  not less than 14 days after the public hearing, the City Council shall adopt

a resolution or ordinance authorizing the filing of this Petition.
6. The City has satisfied these requirements with respect to this Petition by:

a.  causing a Notice of Public Hearing, in the form attached hereto as Exhibit
B, to be published one time in The Post-Register, the official newspaper designated by
the City pursuant to Section 50-213, Idaho Code; such Notice of Public Hearing set forth
the time and place and summary of the matter to be considered at the public hearing, was
in a format and in such size and type to distinguish it from legal notices, ran in the main
news section of The Post-Register, far forward and was published on December 2, 2008,

all as set forth in the publisher’s affidavit attached hereto as Exhibit B;

b.  providing notice to any person who has filed during the year 2008 a
request for notice of public hearings held by the City Council to consider the filing of

petitions pursuant to the Judicial Confirmation Law. Attached hereto as Exhibit C is a

4 — VERIFIED PETITION FOR JUDICIAL CONFIRMATION
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certificate of the City Clerk pro tem of the City to the effect that during the year 2008 no
person filed a request for notice of public hearings held by the City Council to consider

the filing of petitions pursuant to the Judicial Confirmation Law;

c.  conducting a public hearing on December 18, 2008 on whether to file this
Petition. All persons appearing at the December 18 public hearing were afforded an
opportunity to be heard and a true and correct extract of the minutes of the December 18

public hearing is attached hereto as Exhibit D; and

d.  adopting a resolution authorizing the filing of this Petition on January 8§,
2009, being a date not less than 14 days after the December 18, 2008 public hearing. A
true and correct extract of the minutes of the January 8 meeting, including a certified

copy of such resolution, is attached hereto as Exhibit E.

7. Jurisdiction of the Court will be complete upon publication and posting of the notice

of filing of this Petition as required by Section 7-1306, Idaho Code, as amended.

8. Section 7-1305, Idaho Code, as amended, recognizes that an action under the
Judicial Confirmation Law is in the nature of a proceeding in rem, and jurisdiction of all parties
interested is accomplished by publication and posting as required by Section 7-1306 of the

Judicial Confirmation Law.

II. THE CITY AND THE SYSTEM
9.  Section 50-325, Idaho Code, as amended, provides that “Cities shall have authority:
to acquire, own, maintain and operate electric power plants, purchase electric power, and provide

for distribution to the residents of the city...”. Pursuant to this authority, the City has since 1900

5 — VERIFIED PETITION FOR JUDICIAL CONFIRMATION
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owned and operated its municipal electric utility system (the “System”) which generates,
transmits and distributes electricity to residential, commercial, industrial and other consumers
located in the System’s established service area. The System is operated by the City’s Electric
Light Division, which does business, and is referred to in this Petition, as “Idaho Falls Power”.
The System presently provides reliable and low-cost electric service to over 25,000 customer
accounts. For its last year of operations (the twelve months ended September 30, 2008), the total
electricity requirements of the customers served by Idaho Falls Power were approximately
748,000 MegaWatt-hours (“MWh™), representing an annual energy requirement of 86.6 average
MegaWatts (“aMW”). Over the past 10 years the electric energy requirements of the customers

served by the System have grown at a rate of almost 2% per year.

10. The City owns and operates certain hydroelectric generating facilities located on the
Snake River known as the Bulb Turbine Project and the Gem State Project. Since it was placed
in operation, all of the output of the Bulb Turbine Project has been sold to Bonneville under net
billing and other arrangements as authorized by Section 50-342, Idaho Code, on terms favorable
to the City. A portion of the output of the Gem State Project is sold to Rocky Mountain Power
(successor to Utah Power & Light Company) under a long-term power sales contract more fully

described in Utah Power & Light v. Campbell, 108 Idaho 950, 703 P.2d 714 (1985).

11.  The generating output of the Bulb Turbine Project and the Gem State Project varies
with streamflows down in Snake River. In average water year, Bulb Turbine Project and the
Gem State Project are capable of producing a combined generation of approximately 32 aMW of
energy. In a low water year (known as “critical water”), the genefating output of the Bulb

Turbine and Gem State Projects is about 21.5 a MW. Taking into account the City’s power sales
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obligations to Bonneville and Rocky Mountain Power, the output of these Projects available to
the City is less than 6 aMW in a critical water year. Consequently, the City purchases at

wholesale a substantial portion of the System’s annual electricity requirements.

12.  Since 1963, the City has purchased most of the System’s energy requirements from
Bonneville pursuant to the authority of Sections 50-325 and 50-342, Idaho Code, as amended.
Under federal law, the City is a statutory preference customer of Bonneville and currently
purchases approximately 90% of its power requirements from Bonneville under the Block and
Slice Power Sales Agreement, Contract No. 00PB-12173, (the “2001 PSA”). Power deliveries
under the 2001 PSA began on October 1, 2001 and end on September 30, 2011. The Renewal
Power Sales Agreement that is the subject of this Petition renews and continues the City’s power

purchases from Bonneville for a seventeen-year term beginning October 1, 2011.

13.  The validity of the 2001 PSA (and the related creditworthiness agreement) was
confirmed by the Seventh Judicial District Court in a proceeding brought by the City pursuant to

the Judicial Confirmation Law, Case No. CV-01-93.

JII. THE OBLIGATIONS

14.  The “obligation” of the City (within the meaning of the Judicial Confirmation Law)
that is the subject of this Petition is the City’s payment obligations under the Renewal Power

Sales Agreement, a true, correct and complete copy of which is attached hereto as Exhibit F.

15.  The Renewal Power Sales Agreement is an “obligation” of the City (within the

meaning of the Judicial Confirmation Law) because it creates a long-term obligation of the City
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to purchase and pay for electric power from Bonneville over the seventeen-year term of the

Renewal Power Sales Agreement commencing October 1, 2011.

16. Bonneville has required each of its preference customers executing power sales
agreements comparable to the Renewal Power Sales Agreements to enter into a Creditworthiness
Agreement. The Creditworthiness Agreement, a true, correct and complete copy of which is
attached hereto as Exhibit G, provides that Bonneville may require the City to post collateral to
secure its payment obligations under the Renewal Power Sales Agreement in the event that the
credit rating of Idaho Falls Power falls below “investment grade”. The Creditworthiness
Agreement does not create a new or additional “obligation” of the City, but is a “security
instrument” or an agreement “related” to the City’s primary obligation under the Renewal Power

Sales Agreement (all within the meaning of the Judicial Confirmation Law).

17. The City has entered into the Renewal Power Sales Agreement and the
Creditworthiness Agreement pursuant to the authority contained in Sections 50-325 and 50-342,

Idaho Code, as amended.

IV. THE RENEWAL POWER SALES AGREEMENT

18. Bonneville began a public process in 2005 (known as the “Regional Dialogue”) to
determine its role as power supplier in the Pacific Northwest and to develop the foundation for
the long-term power sales agreements it would offer to its preference customers upon expiration
of the current agreements in 2011. Management of Idaho Falls Power was involved directly in
the Regional Dialogue process and reviewed and commented on Bonneville’s policy proposals

and participated in meetings with Bonneville and other preference customers regarding
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Bonneville’s power supply product offerings. As a result of the Regional Dialogue process,
Bonneville determined to offer renewal power sales agreements to all of its preference customers
for power deliveries beginning in 2011 and extending to 2028 and to allocate all of the firm (i.e,,
reliable) output of the existing and operating generating resources comprising the federal
Columbia River Power System (the “Federal Power System”) to meet its power supply

obligations under these agreements.

19. Management of Idaho Falls Power conducted a thorough and extensive review of
the terms of the Renewal Power Sales Agreement and commissioned an independent consulting
engineer’s study (the “Engineer’s Report,” which is included as a part of the November 25,
2008, proceedings of the City Council attached hereto as Exhibit C) to assist its analysis of the
Renewal Power Sales Agreement. In recommending approval the Renewal Power Sales
Agreement, management of Idaho Falls Power and the Engineer’s Report considered and
analyzed, among other things, (a) the System’s power supply resources and requirements, (b) the
terms of the Renewal Power Sales Agreement, (c) the existing and operating power supply
resources available to Bonneville to meet its power supply obligations under the Renewal Power
Sales Agreement, and (d) the reliability and expected cost of power supply from Bonneville as
compared to alternative power supplies. Based upon the analysis and recommendations of
management of Idaho Falls Power and the consulting engineer, the City Council authorized and
approved the Renewal Power Sales Agreement, determining that it is in the best interests of the
City to execute the Renewal Power Sales Agreement. In the opinion of management of Idaho
Falls Power and the consulting engineer, the Renewal Power Sales Agreement is the best power
supply resource available to the City and the reliability and cost of the System’s power supply

would be adversely affected if the City did not enter into the Renewal Power Sales Agreement.
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20. Based upon the recommendations of management of Idaho Falls Power and the
consulting engineer, the City Council determined to execute the Renewal Power Sales
Agreement for the purchase the “Slice” and “Block” power supply products. The City presently
purchases power supply products similar to the “Slice” and “Block™ power supply products

under the 2001 PSA.

21. Under the “Slice” power supply product, the City will purchase a specified
percentage of the output of the Federal Power System. This percentage will be formally
established prior to the beginning of power deliveries and is subject to adjustment from time to
time pursuant to the provisions of the Renewal Power Sales Agreement. The amount of power
made available to the City under the Slice product will vary with the actual generating output of
the Federal Power System. Section 5.1 of the Renewal Power Sales Agreement provides that the
Slice product is a power sale and under no circumstance shall be construed as a sale of the

resources or capability of the Federal Power System.

22.  Under the “Block” power supply product, the City will purchase specified amounts
of power each month. The amounts of power will vary by month to reflect seasonal variations in
the power requirements of the customers served by the System. The specific amount of Block
power to be purchased by the City will be formally established prior to the beginning of power

deliveries and will remain fixed for the term of the Renewal Power Sales Agreement.

23. The City presently expects that approximately equal amounts of the power will be
delivered to it under the Slice and Block power supply products. The total amount of power

available to the City in each year under the Renewal Power Sales Agreement will be less than the

10 — VERIFIED PETITION FOR JUDICIAL CONFIRMATION
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requirements of the System, and the City will need to acquire supplemental power supplies to

meet all of the System’s requirements.

24. The Renewal Power Sales Agreement creates an obligation of the City to purchase
power and energy from Bonneville and an obligation of Bonneville to sell power and energy to
the City for a seventeen-year term commencing October 1, 2011. The power sales and purchase
obligations of the City and Bonneville are “firm” and performance by either party is excused
only in the event of an “Uncontrollable Force” (defined in the Renewal Power Sales Agreement
to include interruption of power transmission to the City, disruption of the distribution facilities

of the System, force majeure events and other events beyond the control of the parties).

25. The rates to be paid by the City for power and energy under the Renewal Power
Sales Agreement are cost-based rates that will be determined in accordance with the provisions
of governing federal law and the Renewal Power Sales Agreement. Federal law requires
Bonneville to charge the City and its other customers cost-based rates, and these rates are subject
to approval by the Federal Energy Regulatory Commission. The Renewal Power Sales
Agreement provides that Bonneville’s actual power supply rates will be determined under a
methodology that recovers its costs, and this methodology will be subject to the approval of the
Federal Energy Regulatory Commission.  The City will pay a flat monthly rate for the Slice
power supply product and a per-unit (i.e., $MWh) rate for the Block product. The rates are
subject to adjustment from time to time during the term of the Renewal Power Sales Agreement

to recover Bonneville’s costs.

26. The importance of cost-based rates cannot be overemphasized. Wholesale, or

market-based, rates are marked up from cost, and are driven by supply and demand in the
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competitive wholesale market. Consequently, such rates volatile and uncertain, and have
increased considerably in the past several years to levels that are at least double the price of

Bonneville’s cost-based power supply products.

27. Under Section 3.2 of the Renewal Power Sales Agreement, the City is obligated to
pay for the power that Bonneville “makes available” to the City under the Slice and Block power
supply products. Bonneville’s power supply operation “makes available” power to the City by
delivering it to the points of receipt under the City’s firm transmission contract with Bonneville’s
transmission operation under which power is transmitted to the System. The City is obligated to
pay for the power that Bonneville “makes available” to the City regardless of whether it takes

delivery of the power.

28. The Renewal Power Sales Agreement provides that City’s payment obligations
thereunder (a) constitute a cost of purchased electric power and energy and an ordinary and
necessary expense of the operation of its municipal electric system, (b) are limited to the
revenues and income of its electric utility enterprise fund and (c) shall not constitute an
indebtedness or liability of the City within the meaning of any constitutional or statutory

limitation or restriction.

29. The Renewal Power Sales Agreement provides further that (a) the City will
establish and collect rates and charges for the electricity it provides to the customers served by
the System to produce revenues sufficient to recover its power supply costs and (b) the City shall
not be obligated to levy or assess any taxes for the purpose of paying amounts due to Bonneville

under the Renewal Power Sales Agreement.
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30. As discussed in greater detail in the Engineer’s Report, the Renewal Power Sales
Agreement will enable the City to continue its purchase of reliable, cost-based power at
economical rates from Bonneville, and no commercially reasonable alternative power supply is

available in the wholesale electric market.

31. The rates paid by the City under the 2001 PSA have in each year been less than

wholesale market prices for electricity and have been far more stable and less volatile than

market prices.

32. The rates the City expects to pay under the Renewal PSA are substantially below
current and projected wholesale market rates. No power purchase agreements are available in
the wholesale market for a term longer than five years. As discussed in the Engineer’s Report,
any alternate power supply resource would expose Idaho Falls Power and its customers to
reduced reliability, substantially increased and more volatile power supply costs and
counterparty performance and credit (bankruptcy) risks, and there is no commercially reasonable

alternative power supply arrangement available to the City.

V. ORDINARY AND NECESSARY EXPENSES

33. The Idaho Supreme Court held in 4Asson v. City of Burley, 105 Idaho 443, 670 P.2d
839 (1983), that there was no statutory authority for five Idaho municipalities (one of which was
the City) to enter into a Participants’ Agreement to purchase the “project capability” of two
nuclear power projects to be constructed by the Washington Public Power Supply System. The
Participants’ Agreement contained a “Hell or High Water” clause that unconditionally obligated

the cities to repay long-term indebtedness incurred by the Supply System, regardless of whether
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the power projects were constructed and regardless of whether power was supplied in return.
The Court ruled that the cities were “underwriting another entity’s indebtedness in return for
merely the possibility of electricity” and that their payment obligations under the Participants’
Agreement, accordingly, did not constitute “ordinary and necessary expenses” within the

meaning of Art. VIII, § 3 of the Idaho Constitution.

34. Unlike the Participants’ Agreement at issue in Asson, the Renewal Power Sales
Agreement does not contain a “Hell or High Water” clause that imposes a “dry hole” risk on the
City. The Renewal Power Sales Agreement provides for the purchase of electric power that
Bonneville “makes available” to the City from the 225 existing and operating generating units
that comprise the Federal Power System. Since 1963, Bonneville has delivered a reliable and
continuous power supply to the City, and there is no realistic possibility that the City will not

receive power under the Renewal Power Sales Agreement.

35. In 2001, the City filed a petition in this Court for judicial confirmation that the
obligations of the City under the 2001 Contract constitute “ordinary and necessary expenses”
within the meaning of Art. VIII, § 3 of the Idaho Constitution. This Court found and determined
that such obligations constitute “ordinary and necessary expenses” and as such the 2001 Power
Sales Agreement is a legal, valid and binding obligation of the City, enforceable in accordance

with its terms.

36. In 2006, the Idaho Supreme Court held in City of Boise v. Frazier, 143 Idaho 1, 137
P.3d 388 (2006), that a long-term lease obligation incurred by the City of Boise to finance the
construction of a five-story parking garage for the Boise airport was not an “ordinary and

necessary expense” under Art. VIII, § 3, because there was no necessity for making the
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expenditure during the current year. Quoting Dunbar v. Board of County Commissioners of

Canyon County, the Court in Frazier held that
in order for an expense to qualify as necessary under the provisio
clause “there must exist a necessity for making the expenditure at
or during such year.” The meaning of “necessary” in the provisio
clause takes on added clarity under the Dunbar test because
expenditures qualify as “necessary” only if they are truly urgent. . .
We observe that the expenditures contemplated by the delegates
[to the Idaho Constitutional Convention] involved immediate or
emergency expenses, such as those involving public safety, or
expenses the government entity in question was legally obligated
to perform promptly.

143 Idaho at 4 (emphasis in original; citations omitted).

37. The Frazier and Asson cases both involved local governments incurring long-term
contractual liabilities to finance the cost of construction of a new capital project. In both cases,
the payment obligations of the local governments were absolute and unconditional, and the
payments made by the local governments would be used to service the debt incurred to finance
construction costs. In both cases, the local governments were obligated to pay the debt service
costs of a new capital project as directly as they would have been if they had issued bonds

themselves.

38. In contrast to the agreements at issue in the Asson and Frazier cases, the Renewal
Power Sales Agreement does not entail the construction of a new capital project and does not
expose the City to open-ended financial and construction risks. The Renewal Power Sales
Agreement is a service contract for the purchase of electric power, under which the City will
make monthly payments for the power previously made available to it by Bonneville.

Bonneville is an established power supplier with a long history of operations and control over the
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225 generating units comprising the Federal Power System. While the amount of power
received by the City under the Slice product may fluctuate due to stream flow variations, outages
at individual generating units and other factors affecting the operations of any generating system,
there is no realistic possibility the City will not receive power from Bonneville under the

Renewal Power Sales Agreement.

39. The drafters of the Idaho Constitution adopted Art. VIII, § 3 as a means to prohibit
local governments from entering into speculative and dubious financing schemes which placed
onerous burdens upon the taxpayers without affording them a right to vote upon the proposed
debt. Such financing schemes are the kinds present in Asson and Frazier. However, the drafters
were practical people with experience in local government. The drafters recognized that, in the
regular course of providing governmental services and in protecting the public health, safety and
welfare, local governments would incur obligations that constituted indebtednesses or liabilities
within the broad scope of Art. VIII, § 3. The drafters further recognized that such obligations
were normal and essential to the operation of good government, and that it was impractical to
submit such obligations to a public vote. Accordingly, they adopted the “ordinary and necessary
expenses” exception to the requirements of Art. VIII, § 3, for the express purpose of allowing
local governments to incur such obligations without a public vote. For the purposes of such
exception, as described in Asson, the term “ordinary” was intended to mean “regular; usual;
normal; common; often recurring ... not characterized by peculiar or unusual circumstances.
The term “necessary” was intended to mean essential to the ability of local governments to fulfill

core governmental functions.
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40. For a city that owns a municipal electric utility, power purchases are regular,
ordinary, usual, recurring, essential and necessary expenses of operation. Under Section 16.2 of
the Renewal Power Sales Agreement, Bonneville “shall bill Idaho Falls monthly for all products
and services provided during the preceding month(s).” As with any other service contract, the
City will make payments in arrears for power supply and related services provided by
Bonneville. Further, such power supply and related services are essential to the ability of the
City to fulfill one of its core governmental functions and obligations of providing reliable and

economic electric utility service to the customers of its System.

41. Within the meaning of Art. VIII, § 3 of the Idaho Constitution, the obligations of the
City to purchase and pay for power under the Renewal Power Sales Agreement are “ordinary and

necessary expenses authorized by the general laws of the State.”

V1. THE CREDITWORTHINESS AGREEMENT

42. The Creditworthiness Agreement is a collateral and security agreement of a type
commonly required in wholesale power purchase and sales transactions. Under the
Creditworthiness Agreement, Bonneville may require the City to post collateral in the form of
cash or a letter of credit issued by a bank to secure its payment obligations under the Renewal
Power Sales Agreement in the event that the credit rating of Idaho Falls Power falls below

“investment grade” or is at the lowest investment grade rating with a negative outlook.

43.  Section 50-342(b), Idaho Code, as amended, authorizes cities to enter into power
purchase contracts “upon such terms and conditions as shall be specified in the ... contract.”

The Creditworthiness Agreement is one of the “terms and conditions” of the Renewal Power
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Sales Agreement. The Creditworthiness Agreement is specifically required by Bonneville as a
condition to the Renewal Power Sales Agreement and serves solely to provide security for the
City’s payment obligations thereunder. But for the requirements of the Renewal Power Sales
Agreement, there is no reason for the Creditworthiness Agreement. Accordingly, the City has
express authority to enter into the Creditworthiness Agreement as one of the “terms and

conditions” of the Renewal Power Sales Agreement.

44. If collateral were required to be posted, Bonneville could draw on the cash or the
letter of credit and Idaho Falls Power would then be obligated to replenish the withdrawn cash or
to reimburse the bank for the amount drawn under the letter of credit. The obligations of Idaho
Falls Power to post collateral and to replenish any drawings on the collateral would not
constitute a separate “indebtedness or liability” within the meaning of Art. VIII, § 3. The
amounts payable by the City under such circumstances would be considered a continuation of the
City’s original obligations under the Renewal Power Sales Agreement. Because the City’s
obligations under the Renewal Power Sales Agreement constitute “ordinary and necessary
expenses” within the meaning of Art. VIIL, § 3, then any amounts posted or paid by the City
under the Creditworthiness Agreement, whether as a posting of cash or a replenishment or
reimbursement of amounts drawn, must also constitute “ordinary and necessary expenses” for
the reason that no new obligation of the City is created, there is merely a change in form of the

original obligation which itself is an “ordinary and necessary expense”.

45.  Collateral agreements like the Creditworthiness Agreement are customary in the
wholesale power market to protect sellers and buyers of power from the risk of nonpayment or

nonperformance by their contractual counterparties. Pursuant to the standards and procedures set
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forth in its own Risk Management Policy, Idaho Falls Power is required to consider use of

collateral agreements in connection with its power purchase and sales transactions.

46. The amount of collateral that the City could be required to post under the
Creditworthiness Agreement is 12% of its maximum annual power bill to Bonneville. At the
present time, this amount would be approximately $2.5 million. Idaho Falls Power presently
maintains its Rate Stabilization Fund with a minimum balance of $20 million, and in evaluating
the sufficiency of this minimum balance Idaho Falls Power and the City Council consider the

contingency that it could be required to post collateral under the Creditworthiness Agreement.

47. Idaho Falls Power presently holds a credit rating well above the minimum
designated in the Creditworthiness Agreement, and as such, the City has no reasonable
expectation that it will ever be required to post collateral under the Creditworthiness Agreement.
In the unlikely event that this did occur, the City fully expects to have on hand funds sufficient to

post the required collateral.

WHEREFORE, for the reasons set forth herein and in the Brief in Support of this Petition
filed herewith, the City prays that this Court enter an order or orders declaring and adjudging as
follows:

1. This action is properly one for adjudication by means of judicial confirmation under
the Judicial Confirmation Law, and this action should be set for hearing and determination at the

earliest practicable time;

2. The Renewal Power Sales Agreement is authorized by the general laws of the State

of Idaho, particularly Sections 50-325 and 50-342, Idaho Code, as amended, and that the
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payment obligations of the City thereunder constitute “ordinary and necessary expenses” of the

City within the meaning of Art. VIII, § 3 of the Idaho Constitution;

3. The Renewal Power Sales Agreement and the Creditworthiness Agreement
constitute the legal, valid and binding obligations of the City and are enforceable in accordance
with their respective terms, all in compliance with the Constitution and laws of the State of

Idaho; and

4.  Such other relief as the Court deems just and appropriate.

Respectfully submitted,

o2

Dale W. Storer
Attorney for Petitioner

O (kD g

Daniel C. Dansie
Attorney for Petitioner
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VERIFICATION

The undersigned being first duly sworn states that he has read the facts as they are set
forth in the foregoing Petition for Judicial Confirmation and that such facts are true and correct

to the best of his knowledge and belief. —

C @% —

Jared Plfinfan, in hi¥0fficial capacity as
Mayor of Idaho Falls

Subscribed and sworn to before me this |?7ﬁ\ day of Mﬂf d’b , 2009.

Notary Public in and for the County of
Bonneville, State of Idaho
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EXHIBIT A

[November 25, 2008 Minutes and Resolution of City Council]



City of Idaho Falls

November 25, 2008

The City Council (the “Council”) of the City of Idaho Falls, Bonneville County, Idaho

(the “City”), pursuant to due notice met in special public session on November 25, 2008, at the
hour of 7:30 p.m., at its regular meeting place at the City Annex Building at 680 Park Avenue in
the City of Idaho Falls, Idaho. The meeting was duly called to order by the Mayor with the

following members of the Council being present, constituting a quorum of the Council:

NAME TITLE
Jared D. Fuhriman Mayor
Karen Cornwell Councilmember
Ida Hardcastle Councilmember
Thomas Hally Councilmember
Michael Lehto Councilmember
Ken Taylor Councilmember
Absent: Sharon D. Parry
Also Present:
NAME TITLE
Rosemarie Anderson City Clerk
Dale Storer City Attorney
Jackie Flowers General Manager, Idaho Falls Power
Jo Elg Assistant General Manager, Idaho Falls
Power |
Nov 25 proceedings.doc
2475598.01.16
8701203/JCB/CI/wlc
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After the minutes of the preceding meeting had been read and approved, the City Clerk
presented to the Council an affidavit evidencing the giving of public notice of the agenda, date,
time and place of the November 25, 2008, special public meeting of the Council in compliance
with the requirements of applicable Idaho law. The affidavit was ordered recorded in the minutes

of the meeting and is as follows:




STATE OF IDAHO

N N

COUNTY OF BONNEVILLE )

I, the undersigned, the duly qualified and acting City Clerk of City of Idaho Falls,
Bonneville County, Idaho (the “City”), do hereby certify, according to the records of the City in
my official possession, and upon my own knowledge and belief, that in accordance with the
requirements of Section 67-2343, Idaho Code, as amended, I gave public notice of the agenda
(including the name of the City), date, time and place of the November 25, 2008, special public
meeting held by the Council of the City, by:

(a) causing a notice of the regular meeting schedule of the Council for calendar year
2008 to be posted in a prominent place at the principal office of the City; said notice having
continuously remained so posted and available for public inspection during the fegular office
hours of the Council until the convening of the meeting;

(b) causing a copy of the agenda for the November 25, 2008, special public meeting of
the Council, in the form attached hereto as Exhibit 4, to be posted in a prominent place at the
principal office of the City at least 48 hours before the convening of the meeting; and

() providing advance notification of the time and place of the November 25, 2008
special public meeting of the Council to each news media which has requested notification of
meetings.

IN WITNESS WHEREOF, | have hereunto subscribed my official signature and impressed

hereon the official seal of the City, this 25th day of November, 2008.

\\\\;'\B\\\\\
A Roomatun, @
R 2 Drol e
Za." qeORATE '-.j{,,',, City Clerk
9‘.: < ‘o f;’ City of Idaho Falls,
70% 0 a s, sz Bonneville County, Idaho
% % N
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EXHIBIT A
[Attach Agenda for November 25, 2008 Public Meeting]




Call to order.

Roll cali.

CITY OF IDAHO FALLS, IDAHO
COUNCIL MEETING AGENDA
REGULAR MEETING
COUNCIL CHAMBERS, 680 PARK AVENUE
NOVEMBER 25, 2008
7:30 P.M.

MAYOR

CONSENT AGENDA

Items from the City Clerk:

Presentation

Minutes from the November 12, 2008 Council Work Session, the November 13,
2008 Regular Council Meeting, and the November 20, 2008 Council Work

Session; '

Approval of License]Applications, including BEER LICENSES to A & R Food and
Beverage Company LLC/Hilton Garden Inn, A Little Bit of Mexico, Alexandra’s
Musica Latina, Bargain Brew and Smokes, Blue Hashi, Boozer Quick Stop,
Buck’s, Carniceria Garcias Inc., Casa Jalisco’s Inc., Charlotte’s Webb, Chili’s,
Diamond Concessions, Eagle’s Lodge, First Street Saloon, Garcia’s Meat Market,
Gas ‘N Grub, Happy Chinese Restaurant, Holiday Oil, Holmes Speedi Mart, Iggy’s
Idaho Falls Inc., Iron Mule Saloon LLC, Jakers of Idaho Falls, Jaliscos, K C’s
Food Mart/J S C Enterprises, La Hidalguense, La Union Market, Las Pulgas
Cantina and Dance Hall Inc. (Transfer Only), Maverik Country Store (Broadway)
No. 239, Maverik Country Store (Woodruff Avenue) No. 396, Midget Market,
Morenitas Inc., Olive Garden Italian Restaurant No. 1705, Pachangas Mexican
Food, Pockets Inc., Puerto Vallarta, Puerto Vallarta No. 3, Puerte Vallarta Inc. Al
Di, R & R Bar, Rutabaga’s, Sam’s Club No. 6345, Seventeenth Street Gas and
Wash, Short Stop Market and Laundry, Skyline Lanes, Speedi Corp Inc./Speedi-
Mart, T.L.C. Pizza/Godfather’s, The Zone, Tobacco Connection, Wal-Mart Super
Center No. 5494, Winco Foods No. 42, and Winger’s, all carrying the required
approvals; and,

Request for Council ratification for the publication of legal notices calling for
public hearings on November 25, 2008.

REGULAR AGENDA

MAYOR

and Award of Grants for the Arts.

Recognition of citizens from the floor.
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. COUNCIL MEETING AGEND,
REGULAR MEETING
NOVEMBER 25, 2008
Page 2

DIVISION DIRECTORS

Memos from the Idaho Falls Power Director:
UAMPS Joint and Cooperative Action Agreement; and,

Resolution to Authorize the Execution of a Renewal Power Sales Agreement and a
Creditworthiness Agreement with Bonneville Power Administration, the
Commencement of a Judicial Confirmation Proceeding with Respect to such
Agreements.

Memo from the Municipal Services Director:

Request to Contract Additional Crane Rental with Operator.

Memos from the Parks and Recreation Director:

Commercial Watercraft Concession Agreement;
Change Order No. 1 to the Pancheri to South Tourist Park Pathway Project; and,
2009 Proposed Golf Fee Increases.

Memos from the Public Works Dire_ctor:

Access Easement Vacation — Solstice Subdivision, Division No. 1;
Easement Vacation — Lot 1, Block 2, Lakewood Aspens Addition; and,
Right-of-Way Vacation — 20t Street, Brodbeck’s Addition.

MAYOR

Annexation Proceedings (Desert Rose Addition, Division No. 1):
Memo from the Planning and Building Director;
Annexation Agreement;
Annexation Ordinance;
Conducting of a public hearing to consider the initial zoning of the newly
annexed area (Desert Rose Addition, Division No. 1) (Requested R-1 (Single-~
Family Residential) Zoning) (said hearing to be held only if said property is
annexed); and,
Final Plat.

Introduction of City Attorney:
Presentation of legal matters and/or documents requiring Council consideration.

Adjournment.

If you need communication aids or services or other physical accommodations to participate or access this
meeting or program of the City of Idaho Falls, you may contact City Clerk Rosemarie Anderson at
Telephone Number 612-8414 or the ADA Coordinator Mr. J. P. Blickenstaff at Telephone Number 612-8323
as soon as possible and they will make every effort to adequately meet your needs.
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In accordance with the requirements of Section 67-2344, Idaho Code, as amended,
written minutes of this meeting are being kept.

After the conduct of other business not pertinent to the following, it was announced that
the time had come to consider the approval and authorization of the renewal Power Sales
Agreement (the “Remewal PSA”) between the City and the Bonneville Power Administration
(“BPA”). The Consulting Engineer’s Report of Mooney Consulting regarding the Renewal PSA
was presented to the Council. The Consulting Engineer’s Report was accepted by the Council

and ordered to be placed in the official records of the City and is as follows:



[Attach Consulting Engineer’s Report of Mooney Consulting]
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November 25, 2008

Mayor and City Council
City of Idaho Falls

308 Constitution Way
Idaho Falls, Idaho 83402

Mooney Consulting has been retained by the City of Idaho Falls (the “City”) to provide
engineering and consulting services in connection with the City’s evaluation of the various
wholesale power supply options presently being offered by the Bonneville Power Administration
(“Bonneville” or “BPA”) to the City and BPA’s other preference customers.

The power supply purchased from Bonneville will be used by the City’s Electric Division
(known as “Idaho Falls Power” or “IFP"), to meet a portion of the electric requirements of the
business and residential customers that are served by the City’s municipal electric system (the
“System”). Since 1963, the City has purchased the majority of its power supply from BPA. In
2001, the City entered into a Block and Slice Power Sales Agreement with BPA that extends to
September 30, 2011, BPA is now offering to enter into a new power sales agreement with the
City for power deliveries beginning upon the expiration of the City’s existing contract and
extending for 17 years to 2028.

This Report provides a general overview of IFP, the System and BPA, and an analysis of
the power supply options now being offered to the City by BPA. In addition, this Report
discusses power supply options that may be available to IFP from other wholesale power
suppliers. As discussed below, we recommend that (1) the City purchase the “Slice/Block”
product being offered by BPA and (2) the City enter into arrangements to secure supplemental
power supply resources necessary for the optimal utilization of the Slice/Block product and to
meet the power supply requirements of the System that exceed the power supplies available from
BPA and the City’s other existing resources.
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CERTAIN TERMS USED IN THIS REPORT
Various terms commonly used in the electric industry are used throughout this Report:

“Kilowatt” (kW) and “Megawatt” (MW) are units of electrical power and are used to
measure the generating capacity of a power plant, as well as power consumption of a device that
runs on electricity. Ten 100-watt light bulbs have a total power consumption of 1 kW. 1,000

kW equals 1 MW.

The term “average MegaWatts” (aMW) is a measurement of the amount of electric
energy that can be produced over a one-year period by a hydroelectric generating unit (or
system) under certain stream flow conditions. The actual annual energy production of
hydroelectric generating units is dependent on stream flows and varies with annual precipitation
and by season. Average and low (or “critical”) stream flows are most typically used to

determine aMW.

“Kilowatt-hour” (kWh) and “Megawatt-hour” (MWh) are units of electrical energy and
are used to measure the electric output of a power plant as well as the energy used by a device
that runs on electricity. Ten 100-watt light bulbs burning for one hour will consume 1 kWh of
energy. 1,000 kWh equals 1 MWh.

Electric energy sold at retail is priced in cents per kilowatt-hour (¢/kWh). For example, a
residential consumer that pays 5¢/kWh for electricity and consumes 1,000 kWh of electric
energy each month will have a monthly power bill of $50.00.

Electric energy sold at wholesale is priced in dollars per Megawatt-hour ($/MWh). An
energy price of $50/MWh is the same as 5¢/kWh.
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EXECUTIVE SUMMARY

IDAHO FALLS POWER
The City has owned and operated the System since 1900. The City:

* Owns and operates two hydroelectric generating projects on the Snake River, the
three-unit Bulb Turbine Project and the Gem State Project.

* Purchases most of its power supply from Bonneville, with supplemental power
supplies acquired through the wholesale power markets.

* Has established a Mission Statement and a Risk Management Policy that govern
the operations of IFP.

* Maintains a Rate Stabilization Fund that is used to manage the variability
inherent in hydroelectric production, to mitigate IFP’s limited exposure to
volatility and uncertainties in the wholesale power markets, and to provide
reserves for future capital improvements to the System.

The System operates with a high degree of reliability and the electric rates paid by the customers
served by IFP are among those lowest in the United States.

BONNEVILLE

The City presently purchases most of the System’s power supply requirements from
Bonneville under a ten-year Block and Slice Power Sales Agreement entered into in 2001 (the
“2001 PSA”). BPA has offered to enter into renewal Power Sales Agreements with the City and
its other Preference Customers for power deliveries commencing October 1, 2011 and extending
for 17 years (the “2011 PSAs”).

Under the 2011 PSAs, BPA will allocate to its Preference Customers all of the net firm
generating output of the federal Power System in the Pacific Northwest. Allocations to
individual Preference Customers (including the City) and the rates payable by the Customers will
be determined under Bonneville’s proposed Tiered Rate Methodology (or “TRM”). Allocations
will be based upon individual customers’ net power supply requirements, the forecast generation
of the Power System and other factors. The allocations, referred to as “High Water Marks,” are
subject to adjustment during the term of the 2011 PSAs.

Bonneville has proposed its Tiered Rate Methodology to the Federal Energy Regulatory
Commission for approval for the entire term of the 2011 PSAs (to 2028). In general, the “Tier 17
rate will apply to all power purchased by a Preference Customer up to its High Water Mark
allocation and is intended to recover the costs of the federal Power System. The “Tier 2” rate
will apply to a Preference Customer’s purchases above its High Water Mark and is intended to
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recover BPA’s costs of obtaining additional power supplies at market-based prices. The Tier 1
rate is expected to be less than $35 per MWh with the Tier 2 rate expected to be $50 to $80 per

MWh in 2012.

For the City and a number of other Preference Customers, the High Water Mark
allocations will not meet all of their power supply requirements. Under the 2011 PSAs,
Preference Customers can elect to have all or part of their supplemental power supply
requirements met by BPA at the Tier 2 rate or can procure all or part of the resources necessary
to meet their supplemental power supply requirements.

Under the 2011 PSAs, the City can elect to purchase one of three separate power supply
products offered by BPA: Load-Following, Block and Slice/Block. The City presently
purchases the Slice/Block product under the 2001 PSA and it 1s recommended that the City
continue to purchase the Slice/Block product under the 2011 PSA.

ALTERNATIVE POWER SUPPLY RESOURCES

Mooney Consulting has evaluated whether the City should use other power supply
resources instead of entering into the 2011 PSA with Bonneville. The alternative power supply
resources now available include the construction of new generating units (either alone or through
participation agreements with other utilities), medium-term power purchase agreements and
short-term market purchases. None of these alternatives, either individually or in combination,
offers the City the combination of benefits it realizes from BPA:

. Below-market rates;

. Stability in rates as compared to market-based alternatives;

. High degree of reliability; and

. Avoidance of construction risks, with minimal counterparty and other risks.

In reality, the City has no meaningful alternative to the 2011 PSA. If the City were
unable for any reason to enter into the 2011 PSA, its power supply costs would increase
substantially and would be subject to significant volatility, the reliability of IFP’s power supply
resources would diminish significantly, and the customers served by IFP would be required to
pay substantially higher rates and would be subject to significant price volatility and other
wholesale market risks.

Accordingly, the decision for the City is not whether to enter into the 2011 PSA, but
which BPA power supply product (Load-Following, Block or Slice/Block) to select and what
actions to take to best manage and maximize the benefits of the selected power supply product.
The Tier 1 rates for all power supply products reflect the embedded costs of the federal Power
System, so the choice of power supply product is based less on price and more on operational
considerations.
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CONCLUSIONS AND RECOMMENDATIONS

Based on the information and analysis presented in this Report, Mooney Consulting is of
the opinion that:

. The continued purchase of the Slice/Block Product is the most favorable for Idaho
Falls Power, considering both the benefits and potential risks.

. Idaho Falls Power has the management expertise, organization structure and
industry relationships necessary to effectively manage and maximize the benefits
of the Slice/Block Product.

. The Slice Product has costs and risks relating to water variability and other
factors. These costs and risks can be managed through the Rate Stabilization
Fund and mitigated through participation in thermal power supply resources and
prudent market purchases pursuant to the Risk Management Policy.

. If available, seasonal exchanges using the Slice product can be valuable in more
closely matching IFP’s power supply resources to its System loads.

Based on the findings and conclusions above, Mooney Consulting recommends that IFP:

. Subscribe to the maximum amount of the Slice/Block permitted by BPA for the
term of the 2011 PSA.

. Seek to establish relationships with one or more entities for seasonal exchanges of
surplus output of the Slice product when advantageous to better match IFP’s
System loads.

. Consider acquiring or constructing a cost-based thermal generating resource as a
supplement to the Slice/Block product to partly manage market volatility and
energy shortfalls associated with Critical Water conditions, and to provide
additional power supply resources for load growth. Participation with other
similarly-situated utilities in new projects should be considered to achieve
economies of scale and spread construction and operating risks.

. Enter into power purchase arrangements consistent with the Risk Management
Policy to supplement the power supply available from BPA and to meet load
variability and growth.

. Maintain sufficient moneys in the Rate Stabilization Fund to manage the inherent

variability of hydroelectric generation, to manage IFP’s exposure (expected to be
limited) to market-based power supplies, and to provide reserves for planned
capital improvements to the System, future resource acquisitions and prudent
management of [FP.




OVERVIEW OF IDAHO FALLS POWER AND THE SYSTEM

GENERAL

The City has operated a municipal electric utility system since 1900 and now serves
approximately 25,700 residential, commercial, industrial and other customers. For the most
recent year of operations (the fiscal year of the System ended September 30, 2008), the
customers served by the System had a total peak capacity requirement of 153 MW, representing
an annual energy requirement of 86.6 aMW. The total energy requirements of the customers
served by the System in fiscal 2008 were approximately 748,000 MWh. The System’s energy
requirements have increased at an average annual rate of approximately 1.9% over the past ten

years.

See “POWER SUPPLY REQUIREMENTS AND RESOURCES” below for data on the System’s
historic and projected energy requirements and power supplies.

SYSTEM COMPONENTS
The major components of the System include:

. The three-unit Bulb Turbine Project and the Gem State Froject located on the
Snake River with a total nameplate generating capacity of approximately 50 MW,
representing 32 aMW of energy in an average water year and 21.5 aMW of
energy in a critical water year. The combined generation of these two Projects is
equal to approximately one-third of the System’s average ciergy requireraents.

. Approximately 37 miles of 44 kV and 161 kV transmission lines and 443 miles of
distribution lines with voltages ranging from 2.4 kV to 12.5kV.

. Interconnection facilities with the transmission network owned by Rocky
Mountain Power, as well as 15 distribution substations with an additional
substation to be energized in 2009.

. All other facilities necessary for the operation, maintenance, repair, replacement
and management of the System.

Management of Idaho Falls Power reports that the major components of the System are in good
operating condition and are being maintained in accordance with prudent utility practice.

Idaho Falls Power maintains a five-year forward plan for capital additions, replacements
and upgrades to the System. Capital improvement costs are presently funded out of System
revenues and reserves (the City last issued bonds to finance System improvements--the Gem
State Project--in 1985). The capital improvement costs shown in the five-year plan are taken
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into account in IFP’s annual evaluations of System rates and funding targets for the Rate
Stabilization Fund.

BULB TURBINE PROJECT

The Bulb Turbine Project was compieted in 1982 and consists of three low-head bulb
turbine hydroelectric generating facilities (the Upper, City and Lower Plants) with a total
nameplate generating capacity of 27 MW. All of the electricity produced by the Bulb Turbine
Project has been sold to Bonneville, initially under “net billing” arrangements and presently
under a power sales contract that extends to September 30, 2011. Under the current power sales
contract, energy is sold to BPA based on cuirent wholesale market prices at the mid-Columbia
pricing point, subject to a floor price of $29/MWh and a ceiling price of $39/MWh. During the
term of the current power sales contract, the average price BPA pays IFP for Bulb Turbine
Project output has exceeded the average price IFP pays BPA for power supply under the 2001
PSA, and the positive margins realized by IFP result in a net reduction in its purchased power

expense.

Idaho Falls Power presently intends to negotiate with BPA for the sale of Bulb Turbine
Project output to BPA after the expiration of the existing power sales contract. It is expected that
any renewal power sales contract will have a term of five years or less, which will enable IFP to
use the output of the Bulb Turbine Project in later years to meet growth in System loads.

See “GENERATION DATA” below for a table showing the generation output of the Bulb
Turbine Project for the last ten years.

GEM STATE PROJECT

The Gem State Project is a 23.4 MW hydroelectric generating facility on the Snake River
about 5 miles southwest of the City. The Gem State Project was constructed on land leased from
Utah Power & Light Company (now doing business as “Rocky Mountain Power”). In
consideration for the lease, the City entered into a power sales contract with Rocky Mountain
Power to sell at cost up to 39% and not less than 25% of the annual output of the Gem State
Project. Under the power sales contract, which extends to 2023, the City agreed to make power
from the Gem State Project available during the summer months. As a result, Idaho Falls Power
typically receives output from the Gem State Project from September through April and sells all
of the output of the Project from May through August to Rocky Mountain Power.

See “GENERATION DATA” below for a table showing the generation output of the Gem
State Project for the last ten years.

GENERATION DATA

The following table shows the generating output of the Bulb Turbine Project and the Gem
State Project for the last ten years of operations. Both the Bulb Turbine Project and the Gem
State Project are “run of river” hydroelectric projects (i.e., neither Project impounds a water °




storage reservoir) and the output of these Projects varies with stream flows on the Snake River.
The generating output for the Gem State Project shown below includes all of the actual output of
the Project and has not been reduced to reflect the sale of 39% of the Project’s output to Rocky
Mountain Power.

YEAR BuLB GEM TOTAL SYSTEM  GENERATION TO
ENDING TURBINES STATE GENERATION SYSTEM LoaD
SEPTEMBER 30, (MWh) (MWh) (MWh) (MWh)
1999 172,898 161,944 334,842 98,786
2000 140,125 144,047 284,172 87,869
2001 46,815 92,456 139271 56,398
2002 111,360 93,315 204,675 56,922
2003 114,349 102,260 216,609 62,379
2004 112,637 99,606 212,243 60,760
2005 ' 122,818 98,628 221,446 60,163
2006 142,678 121,936 264,614 74,381
2007 142,809 117,779 260,588 71,845
2008 117,440 - 116,110 233,550 70,827

The output of the Bulb Turbine Project dropped significantly in 2001 due to a mechanical
failure at the City Plant and the discovery of an identical issue at the Lower Plant which required
substantial repairs and replacements to both units. The mechanical failure and subsequent repair
work resulted in these two units being off-line for significant periods of time. Available reserves
of IFP were utilized to offset lost revenues until the receipt of payments under IFP’s business
interruption insurance.

SYSTEM LOADS

The following table shows the total energy requirements of the customers served by the
System for the last ten fiscal years of operation:

YEAR ENDING TOTAL SYSTEM

SEPTEMBER 30, REQUIREMENTS (MWh)
1999 646,120
2000 637,498
2001 665,217
2002 657,311
2003 645,179
2004 651,876
2005 684,075
2006 716,463
2007 727,610
2008 748,102
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Peak demands on the System occur during the winter months due to a large number of
residential customers that use electricity for home heating, other customers whose electricity
requirements are temperature-sensitive and other seasonal loads. Demands on the System are
lowest in the Spring and Fall seasons and peak demands in the Summer season have increased in
recent years due to air conditioning loads.

Management reports that consistent and steady growth has occurred in IFP’s residential
and commercial customer base and in customer energy usage over the ten-year period shown
above and that the year-to-year variations in demand largely reflect annual degree day counts and
the effect of IFP’s on-going conservations efforts (discussed below). Management projects a
1.5% annual growth rate in the System’s energy requirements in future years. Mooney
Consulting believes this growth rate is reasonable and has adopted it for the purposes of this
Report.

ENERGY EFFICIENCY AND RENEWABLE RESOURCES

For more than 25 years, Idaho Falls Power has sponsored efficiency programs for its
customers. IFP estimates that these programs have resulted in annual energy savings of over
1,000,000 kWh (1,000 MWh). Curently, IFP is working with a number of its commercial
customers to participate in a BPA-sponsored program that provides rebates for the cost of
modern energy efficient lighting. IFP has recently identified new energy efficiency programs
that are currently under investigation and have the potential to increase annual energy savings to
5,000,000 kWh. IFP intends to implement additional efficiency programs that are cost effective
in order to reduce the supplemental power supply resources that are needed to meet increases in
System loads. Conservation and efficiency programs benefit IFP by reducing the overall energy
requirements of the System as well as the peak demand on the System (which occurred in 1996).

Idaho Falls Power has pursued various renewable energy resources and is currently
participating in the investigation of a wind project proposed to be located near the City. IFP may
elect to purchase up to 2 MW of power from this project, which would be used to supplement
IFP’s other power supply resources. There are no greenhouse gas emissions produced by the
generation of electricity at City’s Bulb Turbine and Gem State Projects. The power purchased
by IFP from Bonneville is mostly generated at hydroelectric and nuclear plants that have little or
no greenhouse gas emissions. Nonetheless, IFP is supportive of the development of additional
renewable energy resources and intends to acquire additional resources that are cost-effective
and complement IFP’s existing power supply portfolio.

BONNEVILLE POWER ADMINISTRATION

Since 1963, Idaho Falls Power has purchased most of its net energy requirements from
BPA. For its most recent year of operations (the twelve months ending September 30, 2008),
IFP purchased approximately 90% of the System’s total power supply requirements from BPA as
a Slice/Block customer under the 2001 PSA.

Under the 2011 PSA, IFP purchases BPA’s Block power supply product and Slice power
supply product. IFP presently purchases 29.7 aMW (260,172 MWh) of the Block product each
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year. As required by the 2001 PSA, IFP purchases the Block product in amounts that are equal
for each day within a month and that vary by month to correspond to the seasonal variations in
the System’s loads. The monthly quantities presently range from a low of 24 MW/hour in
September to a high of 39 MW/hour in December. The average rate payable by IFP for the
Block product for the year ended September 30, 2007 was $23.95/MWh.

The Slice power supply product is purchased as a percentage of the generation output of
the federal Power System. Consequently, the amount of power received by IFP from the Slice
product varies with the actual generating output of the federal Power System. While seasonal
variations in the output of the federal Power System generally corresponds to the seasonal
variations in the loads on IFP’s System, there are months in each year when IFP does not receive
sufficient power from BPA to meet all of its System loads. Correspondingly, there are certain
months in the year when IFP receives power from BPA that is surplus to its System loads. IFP
enters into power purchase and sale transactions to match its power supplies with its System

loads.

Under the 2001 PSA, IFP presently purchases 0.6931% of the output of the federal Power
System and pays approximately $1,300,000 each month for its percentage share of the output.
Because the amount of power received by IFP under the Slice product varies with the actual
generation of the federal power system, the etfective price paid by IFP varies from year to year.
For the year ended September 30, 2007, IFP paid an effective rate $27.45/MWh for all energy
received under the Slice product.

The following table shows the amounts of energy purchased by the City from BPA under
the 2001 PSA in each operating year:

YEAR BLOCK SLICE TOTAL ToOTAL ENERGY
ENDING ENERGY ENERGY ENERGY TO LOAD
SEPTEMBER 30, (MWh) (MWh) (MWh) (MWh)
2002 142,970 533,003 675,973 561,356
2003 206,520 508,529 715,049 589,787
2004 207,192 514,541 721,733 567,454
2005 206,520 515,187 721,707 631,024
2006 206,520 595,332 801,852 632,456
2007 216,519 547,479 807,998 358,316
2008 261,359 532,632 793,991 678,781
-8-
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SYSTEM RATES

The following table shows the average rates charged by Idaho Falls Power to its
residential, industrial and commercial customers since 1996:

EFFECTIVE RESIDENTIAL COMMERCIAL INDUSTRIAL
DATE (¢/kWh) (¢/kWh) (¢/kWh)
November 1, 1996 3.90 3.65 ’ 2.75
August 1, 2001 4.47 4.50 3.50
October 1, 2002 6.36 5.94 4.55
March 1, 2005 6.00 5.55 4.23
June 1, 2006 5.75 5.00 3.85
April 1, 2007 5.50 4.60 3.50
June 1, 2008 5.35 4.25 3.50

The System operates on an entirely self-supporting basis, and the revenues from the rates
shown above and other System revenues pay all costs of the System, including purchased power
expenses (which account for approximately 70% of budgeted operating expenses for the current
year), operation and maintenance costs, debt service expense and capital improvement costs and
also provide funding for the Rate Stabilization Fund discussed below. System rates are reviewed
annually by management of IFP and the City Council. IFP conducts regular cost of service
studies to ensure that its rates for each customer class reflect accurately its actual cost of serving
the customers in each class.

As shown above, the City (as well as most other utilities in the Pacific Northwest) was
forced to implement significant rate increases in 2001 and 2002 to recover increased purchased
power expense from BPA and other suppliers during the California/West Region energy crisis of
2000-2001 and ensuing rate increases by BPA. During this period, the balance in the System’s
Rate Stabilization Fund was largely depleted. The 2001 and 2002 rate increases enabled the
System to operate on a self-supporting basis and to restore the balance in the Rate Stabilization
Fund over time. Beginning in 2005, the City Council has approved four rate decreases that have
reduced System rates by 16-23% (depending on customer class) from 2002 levels.

The electric rates presently charged by IFP are among the lowest of any utility in the
United States. IFP has established itself as a provider of reliable electric service at low and
stable rates. By so doing, it promotes economic development in the City and the public welfare.
Its goal in contracting for new power supplies is to maintain and, if possible, improve its position
as a leader in providing low-cost and reliable electric service.

MANAGEMENT

Day-to-day management of Idaho Falls Power is the responsibility of the General
Manager of IFP who supervises a staff of 64 employees. The General Manager of IFP reports to
the Mayor and City Council of the City which sets policy and rates and exercises general
supervision over IFP.
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Recognizing that the challenges facing IFP as a result of Federal actions to deregulate
wholesale energy transactions, the development of competitive energy markets and other factors,
the City and IFP have established the Mission Statement, the Rate Stabilization Fund and the
Risk Management Policy for IFP and IFP has pursued joint action with other public utilities, as
discussed below.

MISSION STATEMENT

In March 1997, the City Council adopted a Mission Statement for Idaho Falls Power.
The Mission Statement was amended and updated in 2007. The Mission Statement provides that
IFP shall provide superior service to its customers by providing reliable high-quality power;
providing competitive rates and offering programs and services to meet customers’ needs and
expectations. Operating principles adopted to accomplish the mission include:

» Aggressively pursuing the least cost, reliable power supply mix consistent with
good business practices recognizing that IFP customers have supported a long-
term approach to power supply acquisitions by making substantial investments in
consumer-owned generating facilities; and

* Acknowledging that the efficient use of electrical energy is an important part of
the power supply and pledging to encourage and promote cost-effective energy
efficiency measures.

The other operating principles established by the City Council to further the objectives of the
Mission Statement emphasize employee and customer safety, maintenance and upgrading of
IFP’s transmission and distribution system and fostering working relationships with city
divisions, and maintaining relationships with key entities to achieve objectives and promote IFP
as a community asset.

Idaho Falls Power has developed and implemented a strategic plan that identifies the key
actions necessary to carry out the Mission Statement and its operating principles.

RATE STABILIZATION FUND

Recognizing the challenges that Idaho Falls Power would be facing as a result of changes
in the electric industry, in December 1997 the City Council created a Rate Stabilization Fund
within the City’s electric enterprise fund. The Council found that the creation and operation of
the Rate Stabilization Fund would better enable IFP to continue to provide safe, reliable and low-
cost electric service to the consumers served by the System. The Rate Stabilization Fund is used,

at the direction of the Council, to:

e provide reserves for future capital improvements to and renewals and
replacements of System components;

» provide contingency funds for rate stabilization; and
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* provide funds for future power supply purposes and risk management
transactions.

The Rate Stabilization Fund was funded initially with existing reserves in the City’s
electric enterprise fund and reserves released upon bond retirements. Amounts withdrawn from
the Rate Stabilization Fund are replenished from available System revenues after provision has
been made for the payment of all other costs. Management of Idaho Falls Power and the City
Council evaluate the adequacy of the Rate Stabilization Fund annually in light of actual
operating and purchased power expenses, costs of future capital improvements and other factors.
As of October 1, 2008, the balance on deposit in the Rate Stabilization Fund was $28 million
which includes amounts budgeted for planned capital improvements to the System.

RISK MANAGEMENT PoOLICY

The City Council has maintained a Risk Management Policy for Idaho Falls Power since
1999. The Risk Management Policy begins with the following statement:

The electric utility industry is presently in transition from a highly
regulated industry to a deregulated industry. The development of
competitive wholesale electric power markets presents both risks
and benefits for municipally-owned electric utilities, such as the
municipal electric utility system owned by the City . . . Such risks
include, among other things, price volatility, reliability and
counterparty performance in wholesale power markets. Such
benefits include, in particular, the opportunity to reduce, and to
ensure the continued stability of, the costs of purchased power and
energy paid by the City.

The Policy recognizes the risks inherent in competitive wholesale power markets and sets
policies, standards and procedures to be followed by IFP to manage and reduce the risks
associated with wholesale power transactions in a deregulated market. The policies and
standards include an absolute prohibition on speculative transactions, a matching of power
supply resources and requirements, examination of alternatives and strict counterparty
creditworthiness standards.

JOINT ACTION WITH OTHERS

The City is a member of Utah Associated Municipal Power Systems (“UAMPS”), a
political subdivision of the State of Utah that provides wholesale electric services to over 50
public utility systems in eight Western states. The City joined UAMPS in order to achieve
economies of scale in purchasing power supplies, transmission access to power markets outside
of the Pacific Northwest and the use of UAMPS’ power scheduling and dispatching office which
operates 24 hours a day on a real-time basis. The power scheduling and dispatching services
provided by UAMPS enable the City to purchase the Slice product from Bonneville and to
maximize the benefits of the product.
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BONNEVILLE POWER ADMINISTRATION

The following paragraphs provide summary information regarding Bonneville, the
principal power supplier to Idaho Falls Power. The descriptions presented below have been
prepared based on information made available to the public by Bonneville.

GENERAL

Bonneville was created by the federal Bonneville Project Act of 1937 to market power
from the Bonneville Dam and to construct facilities for the transmission of this power.
Subsequent legislation has designated Bonneville as the marketing agent for all of the federally-
owned hydroelectric projects in the Pacific Northwest.

Under the Pacific Northwest Electric Power Planning and Conservation Act (the
“Northwest Power Act”), Bonneville is:

. required to offer to sell power to municipal, public or cooperative utilities located
in the Pacific Northwest (“Preference Customers”) to meet the utility’s firm
power load in excess of the utility’s own firm resources;

. required to offer to exchange power with Pacific Northwest investor-owned
utilities for residential and farming uses, to establish rates for such power that are
the same as the rates paid by Preference Customers, and require such utilities to
pass the cost-benefits through to these customers (the “Residential Exchange
Program™); and

. directed to meet its obligations to provide electric power through conservation to
the extent that conservation is cost effective and, to the extent that conservation
measures are insufficient to meet such obligations, to acquire cost effective
electric power from renewable and other resources.

In acquiring additional power supply, Bonneville is precluded from owning or constructing any
electric generating facilities.

Bonneville is headquartered in Portland, Oregon and 1s one of four regional power
marketing agencies within the U.S. Department of Energy. For its fiscal year ended September
30, 2007, Bonneville had total operating revenues of $3.27 billion and total operating expenses
of $2.57 billion. Bonneville presently has approximately 2,900 employees.

POWER SYSTEM

Bonneville markets power from 31 federal hydroelectric projects and several non-federal
hydroelectric and thermal projects in the Pacific Northwest, as well as firm power from various
transfer, exchange and purchase contracts (the “Power System”). The federal hydroelectric
projects are located in the Columbia River basin and include Grand Coulee, Chief Joseph, John
Day, The Dalles, Bonneville and McNary Dams (among others). The federal projects are
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operated by the Bureau of Reclamation and the Army Corps of Engineers. The non-federal
resources include the Columbia Generating Station, an operating nuclear generating station with
a rated capacity of 1,157 MW, and the City’s Bulb Turbine Project. Most of the generating
projects that comprise the Power System are multi-unit projects, with the result that 225
individual generating units are included in the Power System. For its current operating year
(2008), Bonneville estimates that 80.7% of its firm energy will come from hydroelectric projects,
12.0% from the Columbia Generating Station and 7.3% from firm contractual purchases and
other resources.

The rated (nameplate) capacity of the 31 federal hydroelectric projects is 20,460 MW.
The actual total power output available from all of these projects at any time is less than their
combined rated capacity, and depends on stream tlows in the Columbia River Basin, which vary
from year to year and seasonally within each year. For planning and other purposes, Bonneville
uses historic low water conditions (known as “Critical Water”) to project the firm output of the
hydroelectric projects. For its current operating year and under Critical Water conditions,
Bonneville reports that the Power System has an expected peak (one hour) generating capacity of
13,934 MW and an aggregate energy output of approximately 8,600 aMW. Under median water
conditions, Bonneville estimates that the energy output of the Power System in the current year
would be approximately 10,820 aMW. In most years, the Power System generates
approximately 35% of the electricity consumed in the Pacific Northwest.

TRANSMISSION SYSTEM

Bonneville owns and operates a high voltage transmission system (the “Transmission
System” and, together with the Power System, the “Federal System”) that delivers power from
the Power System to Bonneville’s customers and that also provides transmission capacity to
other utilities and power marketers. The Transmission System includes approximately 15,000
circuit miles of high voltage transmission lines, approximately 300 substations and related
facilities in Washington, Oregon, Idaho and portions of Montana, Wyoming and northern
California, and includes the transmission lines that provide the primary.bulk transmission intertie
between the Pacific Northwest and the Pacific Southwest. The Transmission System provides
about 75% of the Pacific Northwest’s high-voltage bulk transmission capacity, and serves as the-
main power grid for the Pacific Northwest.

In response to federal legislative and regulatory initiatives to promote competition in the
wholesale power markets, in 1996 Bonneville separated its power marketing function and its
transmission system functions into separate business lines, and now requires that power supply
and transmission services be purchased separately.

PREFERENCE CUSTOMERS

Bonneville sells power at wholesale to approximately 131 Preference Customers located
in Washington, Oregon and Idaho and in parts of western Montana, western Wyoming, northern
Nevada and northern California (the “Pacific Northwest”) and certain federal agencies. In
addition to the Residential Exchange Program, Bonneville also sells power to a small number of
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direct-service industries and federal agencies in the region. Bonneville’s service area covers
over 300,000 square miles and has a current population of about 12 million people.

In addition to the power sales described above, Bonneville markets at wholesale non-firm
and surplus power to utilities, power marketers and others within and outside of the Pacific
Northwest. The amount of power available for marketing depends upon stream flows in the
Columbia River Basin. The prices Bonneville receives for this power depend upon wholesale
power market conditions, stream flows in the Columbia River Basin and other factors outside of
Bonneville’s control.

For its fiscal year ended September 30, 2007, Bonneville’s gross power sales revenues
were $2.6 billion. Sales to Preference Customers, investor-owned utilities in the Pacific
Northwest and surplus and non-firm power sales accounted for 71%, 11% and 18%, respectively,
of Bonneville’s 2007 gross power sales revenues.

SALES TO PREFERENCE CUSTOMERS

Until 2001, Bonneville sold power to its Preference Customers under contracts where it
supplied all or a designated portion of the Customers’ requirements. Bonneville presently sells
power to its Preference Customers (including the City) under power sales agreements that
became effective on October 1, 2001 and expire on September 30, 2011 (the “2001 PSAs”). In
response to requests from its Preference Customers for more flexible power supply options,
Bonneville offered three types of power supply service to Preference Customers in the 2001
PSAs:

. Load-Following: power provided in such amounts and at such times as are
necessary to meet all or a portion of a customer’s actual loads; and

. Block: power provided in pre-determined amounts each month;

. Slice of the System (“Slice”): a specified portion of the power generated by the
Power System, on an “if, as and when generated” basis.

Under the 2001 PSAs, all of the Preference Customers that elected to purchase the Slice product,
purchased a combination of the Block and Slice products. IFP elected to purchase this combined
product from Bonneville under terms that allowed it to increase its purchase of Block power for
the final five years of its 2001 PSA.

CoST-BASED RATES

Bonneville operates on a self-financing basis (meaning that it pays all of its costs from
the revenues it receives from the sale of power, transmission and other services), and is required
by federal law to charge cost-based rates, consistent with sound business principles.
Bonneville’s rates are established to generate revenues sufficient to recover the actual costs of
the power supply, transmission and related services its provides, debt service charges and to
repay over time the federal investment in the Federal System. Bonneville’s rates are subject to
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review and approval by the Federal Energy Regulatory Commission (“FERC”), which is
required to issue a finding that the rates are based on Bonneville’s total system costs.

The rates for service under the 2001 PSAs vary by product (Load-Following, Block,
Slice) and are determined under the provisions of the 2001 PSAs and Bonneville’s rate cases
before FERC. Purchasers of the Slice product pay rates that are based on a proportionate share
of the total costs of the Power System with certain adjustments. The 2001 PSAs also included
three separate cost recovery adjustment clauses or “CRACSs” that applied for the first five years
of the 2001 PSAs (October 1, 2001 through September 30, 2006) that enabled Bonneville to
adjust the rates paid by Preference Customers to recover its costs. In its most recent completed
rate case before FERC (covering the period from October 1, 2006 to September 30, 2009),
Bonneville replaced the three CRACs with a single CRAC, a dividend distribution clause and an
adjustment for certain fish and wildlife costs. The current rate structure provides that rates for
each year will be subject to an annual adjustment on the basis of forecasted financial results for
the prior fiscal year.

FORECAST LOADS AND RESOURCES

Bonneville periodically estimates the amount of its power supply obligations to its
customers in order to plan for the acquisition of additional power supply resources and for the
amounts of firm power it may have available for marketing. Under a load and resource study
published in August 2007 known as the “White Book,” Bonneville projected that its service
obligations to customers would increase from 8,474 aMW in 2008 to 8,760 aMW in 2017. Over
the same period, the White Book projected that Bonneville’s net power supply resources
(determined on a Critical Water basis) would decrease from 8,364 aMW in 2008 to 8,081 aMW
in 2017, resulting in annual energy deficits ranging from 110 aMW in 2008 to 679 aMW in
2017.

In the event that Bonneville does not have adequate power supplies to meet its
obligations to its customers, various statutory and contractual provisions allow Bonneville to
allocate available power among its customers.

FACTORS AFFECTING BONNEVILLE’S OPERATIONS

Bonneville’s revenues and expenses and the power supply rates it charges to its
Preference Customers are subject to various factors outside of Bonneville’s control, including
(among others): (i) stream flows in the Columbia River basin, which affect both the amount of
power available to Bonneville and wholesale market prices for power in the Pacific Northwest;
(ii) the level and volatility of wholesale market prices for electricity in the western United States,
which impact both of the revenues received by Bonneville from market sales of energy and the
expenses incurred by Bonneville in market purchases of energy to meet its contractual power
supply obligations; (iii) the level of Bonneville’s contractual power supply obligations to its
Preference Customers and other customers; and (iv) the effect of environmental laws and
regulations, particularly changes in fish protection requirements which could impose additional
costs on Bonneville and affect the hydroelectric production of the Power System.
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2011 POWER SALES AGREEMENTS

REGIONAL DIALOGUE

In 2004 and 2005, the Public Power Council (which represents most Preference
Customers), the Northwest Power and Conservation Council and other interested groups initiated
discussions regarding Bonneville’s long-term power supply role in the Pacific Northwest and the
long-term allocation of power from the federal Power System. BPA began a public process in
2005 called the “Long-Term Regional Dialogue Process” to define BPA’s long-term power
supply role. In 2006, BPA issued a policy proposal that contained governing principles for the
Regional Dialogue Process and the development of new long-term power sales agreements
between BPA and its Preference Customers that would become effective on October 1, 2011
(upon expiration of the 2001 PSAs). BPA solicited public comments of the policy proposal and
held a number of public hearings throughout the Pacific Northwest.

In 2007, Bonneville issued its Record of Decision on the Regional Dialogue Process.
The Record of Decision determined that BPA would proceed to offer 2011 PSAs to its
Preference Customers with provisions generally consistent with the governing principles set out
in the 2006 policy proposal. In particular, the Record of Decision determined that:

. The 2011 PSAs would be executed in 2008 and would provide for BPA to provide
power supply services to its Preference Customers through September 30, 2028.

. Preference Customers would have the option of purchasing the Load-Following,
Block or Slice/Block product to meet their “net requirements” with various
modifications to the terms of the 2001 PSAs. The “net requirements” of a
Preference Customer are determined annually by BPA based on the Customer’s
total retail load less any non-BPA power supply resources it uses to meet its retail
loads.

. In recognition of the BPA’s projection that the net firm output of the Power
System would not be sufficient to meet the net power requirements of its
Preference Customers and in order to minimize the impact of market prices and
volatility on the “priority firm” rates Bonneville charges its Preference
Customers, a Tiered-Rate Methodology (“TRM”) will be applied to all Preference
Customers, as discussed below.

Bonneville has finalized the 2011 PSAs and has requested its Preference Customers to
authorize, execute and return them to BPA by December 1, 2008.

TIERED-RATE METHODOLOGY

The Tiered-Rate Methodology is contained in a Rate Case Initial Proposal issued by
Bonneville in May 2008 and is reflected in the provisions of the 2011 PSAs. Bonneville has
submitted the Rate Case Initial Proposal to FERC to obtain a determination that the rate
methodology of the TRM meets the requirements of the Northwest Power Act for the entire term
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of the 2011 PSAs. During the term of the 2011 PSAs, BPA intends to develop separate rate
schedules for each two-year period pursuant to standards and procedures contained in the TRM

and the 2011 PSAs.

Under the TRM, beginning October 1, 2011, Bonneville will allocate the net firm output
of the Power System among its Preference Customers. The allocation will be based upon each
Preference Customer’s net power requirements for the year ended September 30, 2010,
normalized for weather conditions and adjusted for extraordinary events. The normalized and
adjusted 2010 net power requirements of a Preference Customer are referred to in the TRM as
“High Water Marks” (or “HWMs”). The High Water Mark for each Preference Customer will
be an annual amount of energy stated in aMW. Bonneville has determined that the net power
output of the Power System available for allocation to the High Water Marks of all Preference
Customers is 7,100 aMW (which includes a limited amount of augmentation by firming and
supplemental power supplies). A Preference Customer’s High Water Mark is subject to
adjustment in conjunction with BPA’s periodic rate cases during the term of the 2011 PSAs.

Bonneville’s lowest cost-based rate (referred to in the TRM as the “Tier 1” rate) will
apply to all purchases of power by a Preference Customer up to its High Water Mark. The Tier 1
rate is structured to recover the costs of the Power System and is expected to be below $35/MWh
in the initial rate period under the 2011 PSAs.

The High Water Mark allocations of most Preference Customers under the TRM are
likely to be somewhat less than their actual power supply requirements for the year beginning
October 1, 2011. (IFP projects that it will require an additional 3 aMW of power supply for this
year.) Because the High Water Mark allocations will be based on Preference Custome:s’ net
requirements for the year ending September 30, 2010, these allocations will not provide any
power supply for load growth in a Preference Customer’s service area. As a resuli, most
Preference Customers will have system loads greater than their High Water Mark allocations and
will need additional power supplies to meet these loads.

To meet its net requirements above its High Water Mark allocation, a Preference
Customer may (i) purchase supplemental firm requirements power from BPA, (ii) purchase or
acquire other power supply resources or (iii) use a combination of (i) and (ii). Supplemental firm
requirements power from BPA will be sold at rates that cover all of BPA’s incremental costs of
acquiring additional power supply resources at wholesale market-based prices (referred to in the
TRM as “Tier 2” rates). In order to enable BPA to acquire the additional power supply
resources necessary to provide supplemental firm requirements power, the 2011 PSAs establish
four separate “purchase periods” for Tier 2 power over the term of the 2011 PSAs and require
Preference Customers to give BPA three to four years’ advance notice of their intention to
purchase Tier 2 power from BPA. Purchases of Tier 2 power may be made only in “flat block”
amounts (i.e., an equal amount for each hour of a year).

Preference Customers that elect to purchase power from Bonneville at Tier 2 rates will

make a separate power purchase commitment to BPA that will extend for three to five years
under the 2011 PSAs. At this time, it is difficult to project the initial Tier 2 rates that will be
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charged by Bonneville due to changing market prices and the types of power supply resources
and quantities of power acquired by BPA. Current estimates range from $50/MWh to $80/MWh.

The TRM and the 2011 PSAs contain extensive provisions to avoid any shifting of costs
between different power supply products (Load-Following, Block and Slice/Block) and between
Tier 1 rates and Tier 2 rates.

GENERAL TERMS OF THE 2011 PSAS

The following paragraphs summarize certain general provisions of the 2011 PSAs that
apply to all power supply products (Load-Following, Block, Slice/Block) offered by Bonneville.

Availability: Products and services are available to Preference Customers that request
firm power service pursuant to the Northwest Power Act.

Purchase Period: October 1, 2011 through September 30, 2028 (17 years).

Limitations: A Preference Customer may enter into only one 2011 PSA (i.e., Load-
Following, Block or Slice/Block) with BPA. In general, a Preference Customer may not change
the power supply product it has selected during the term of its 2011 PSA. The 2011 PSAs
provide Customers with a one-time option to change power supply products effective on October
1, 2019 upon notice to BPA by May 31, 2016. This option is, however, subject to the right of
BPA to deny the change if the requested changes in power supply products of all Preference
Customers would result in an increase of more than 300 MW in BFA’s peak loads in any month.

Delivery of Power: The 2011 PSAs specify receipt point(s) for each Preference
Customer and, in general, require the Customer to arrange for the transmission of power from its
receipt point to its distribution system. Most Preference Customers have entered into long-term
transmission contracts with BPA’s transmission business line. For Idaho Falls Power, power
deliveries under the 2011 PSA will be made by BPA at the Westside Substation (which is owned
by BPA and interconnected directly with IFP System) and/or the Sugar Mill Substation (the point
of interconnection between IFP’s transmission facilities and the regional transmission network
operated by Rocky Mountain Power).

Payment Obligation: Under Section 3.2 of the 2011 PSAs, each Preference Customer is
required to pay BPA for all power that the Preference Customer has committed to purchase
under the 2011 PSA and that BPA “makes available” to the Preference Customer, regardless of
whether the Preference Customer takes actual delivery of the power. In other words, the
obligation of a Preference Customer to purchase the amounts of power specified in its 2011 PSA
is firm, subject only to the “Uncontrollable Forces” (i.e., force majeure) provisions of Section 21
of the 2011 PSA.

While Section 3.2 of the 2011 PSAs is captioned “Take or Pay,” the payment obligation
of a Preference Customer is not a true take-or-pay obligation because the Customer is not
required to make payments to BPA in the event that Bonneville does not make power available
to the Customer. Under the provisions of the 2011 PSAs, a Preference Customer is not obligated
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to make any payments to Bonneville if no power is made available to the Customer from the
federal Power System, and if less than the contracted quantities are made available by BPA for
any reason, the Customer is obligated to make payments only for the power actually made
available. Accordingly, the 2011 PSAs constitute “take-and-pay” service contracts under which
the Customer has a firm obligation to take and pay for power, if and to the extent that power is
delivered by BPA.

Preference Customers that are Idaho cities are obligated to make payments to Bonneville
solely out of the revenues of their municipal electric utility enterprise funds, and in no event are
they required to levy any taxes for the purpose of making payments to BPA.

Billing and Payment. BPA bills Preference Customers monthly, with payment due on the
20th day after the bill is sent. If payment is not made by the 45th day after the due date, BPA
may upon three business days’ notice terminate the defaulting Customer’s 2011 PSA.

Rate Covenant. Each Preference Customer covenants to Bonneville that it will establish
and collect rates and charges for the retail electric services it provides to produce revenues
sufficient to assure recovery of the Preference Customer’s costs for power and energy.

Payment Assurances. BPA may require payment assurances (e.g., cash collateral or a
letter of credit) if it determines that the retail rates established by a Preference Customer may not
be sufficient to enable it to make the payments due under a 2011 PSA or if BPA determines that
it has other reasonable grounds to conclude that the Customer may not be able to make such

payments.

BPA requires that all Preference Customers purchasing the Slice Product enter into a
Creditworthiness Agreement with BPA. The Creditworthiness Agreement generally provides
that BPA may require a Preference Customer to post cash collateral or a letter of credit in an
amount equal to 12% of its maximum annual payments for the Slice product if the Customer
does not have a long-term debt rating from a national credit rating agency that is at least
“investment grade” (“BBB-" or equivalent).

The following paragraphs and next section of this Report provide summary descriptions
and analyses of the alternative power supply products offered under the 2011 PSAs:

LoAD-FOLLOWING

Under the Load-Following product, Bonneville sells and the Preference Customer
purchases such amounts of power as are necessary at all times to meet the Customer’s total retail
load, less the amounts of power from any power supply resources dedicated by the Customer to
serve its retail load. In other words, Bonneville sells power to meet a Preference Customer’s
actual system load, regardless of daily, seasonal or annual changes in the Customer’s actual loads
up to the Customer’s High Water Mark. As discussed above, under the Tiered-Rate
Methodology BPA’s lowest rate (the “priority firm” rate) will apply to all power sold by BPA up
to a Customer’s High Water Mark. A Preference Customer may elect to meet its power supply
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requirements above its High Water Mark with purchases of supplemental block power from BPA
at Tier 2 rates, market-based resources or a combination of them.

Most Preference Customers selected the Load-Following product under the 2001 PSAs
and it is expected that most of them will continue to purchase the Load-Following Product under
the 2011 PSAs. The principle advantages of the Load-Following product are its relative
simplicity, the load-following nature of the product and no scheduling obligation for the
Customer.

BLOCK

Under the Block product, BPA sells and the Preference Customer purchases blocks of
power in specified amounts. Different blocks of power may be specified for heavy load hours
and light load hours within a month, and the blocks may vary month by month but not within a
month. These blocks of power are specified in a schedule attached to the 2011 PSA and may not
be changed over the 17-year delivery period.

For the handful of Preference Customers who own thermal generating resources or have
supplemental requirements contracts with other suppliers that provide for the shaping of power
deliveries to follow loads, the Block product is a viable power supply option. For Preference
Customers that have resources or contracts with limited shaping flexibility, the Customer may
separately purchase from BPA supplemental shaping capacity during heavy load hours. The
amount of shaping capacity is predetermined for the contract term and must be declared before
contract signing. The Block product does not provide flexibility to meet real time changes in
load. Block Service without Shaping Capacity must be purchased under the Slice/Block product.

SLICE

The Slice product, while being the most complex of the BPA power supply product
offerings, clearly offers the most flexibility of all the purchase options. Under the 2001 PSA,
Idaho Falls Power presently purchases the Slice product with a Slice percentage of 0.6931%.
The Slice product allows a Preference Customer control and autonomy in the operation of its
own generation and contract resources. Under the terms of the 2011 PSAs, the Slice product
requires a thorough understanding of complex hydro system operations, because the Customer is
involved in setting operating parameters to cause water to be released through the generating
units of the federal Power System to meet its load.

The Slice product provides the right to receive power that is indexed to the combined
Federal System Resource capability. It is the equivalent of receiving a percentage share of the
Federal System Resources in exchange for the obligation to pay the same percentage share of
BPA's adjusted revenue requirements. The Preference Customer receives the total output from
its Slice percentage and also has the right to utilize the same percentage of the federal Power
System’s storage capability.

In utilizing the Slice product, the Customer determines the rate of delivery in any hour
based upon the maximum and minimum capability of the Power System after considering the
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non-power constraints placed on the System. The maximum and minimum capability will vary
as conditions of the hydroelectric and thermal resources change throughout the day, week, month
and year. The generating levels at 20 of the hydroelectric projects in the federal Power System
are established one or more days ahead of time and the Columbia Generating Station operated as
a base-load plant. These projects are characterized as “non-dispatchable” projects. The
generating levels at the remaining ten hydroelectric projects are established and adjusted on real-
time, subject to the limitations and requirements of all applicable operating constraints. These
projects are characterized as “dispatchable” projects.

The right to purchase Slice product is determined by the firm portion of the Slice
capability that cannot exceed the Preference Customer's firm net requirements. However, BPA
limits the amount of the generating capacity of the Power System to be sold as Slice, so
Customers electing to purchase the Slice product are required to purchase the Block product to
meet a portion of their net power requirements. The only product which may be purchased from
BPA in combination with the Slice product is the Block product without Shaping Capacity.

The Slice product provides firm power (capacity and energy), based on a calculated
percentage share of the capability of specified Power System resources, including actual energy
generation (firm and secondary) and storage capability. The capacity available for a particular
percentage of the system is approximately twice the average energy (i.e., 10 aMW energy has 20
MW of capacity, although BPA has acknowledged that the quantity of capacity may need to be
reduced in the future.

The Slice product does not guarantee that a Preference Customer’s load will be met on
any hour, due to the fact that the sale is indexed to the generation from specified resources of the
federal Power System. The Customer will assume the performance risks for its share of the
generation output of the designated federal Power System resources. Slice, unlike all other
offered preference products, includes firm power and surplus power. The firm component of
Slice is deemed to be the output of the designated federal Power System resources under critical
water conditions. Surplus energy is all output above the firm power component on an annual

basis.

IFP will be able to purchase the Slice product in combination with the Block product, up
to its net requirements, but subject to its High Water Mark. The power available under the Slice
product does not match IFP’s load in all months of the year as the product is delivered in the
shape of generation from the designated federal Power System resources which does not match
the seasonal shape of IFP’s load. IFP’s intent is to exchange or store for future return with a
third party in months of shortfall and/or market within the guidelines acceptable for Slice.

The Slice product includes the right to modify the rate of delivery within the day, week,
month, and year, based on indices that are tied to the then-existing minimum and maximum
capabilities of the designated Power System resources, after considering non-power
requirements. Slice purchasers will also have the ability to keep energy in a storage account
within BPA’s operational parameters. However, the storage is not guaranteed.
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The risk elements of the Slice product are different than BPA’s other power supply
products. The Slice purchaser does not pay for power at a published or guaranteed rate. The
purchaser agrees to take a specified percentage of the output of the designated federal Power
System resources, and agrees to pay the same percentage of the corresponding annual revenue
requirement of BPA. The Customer is therefore exposed to the risk of loss of generation due to
outages, de-rating of the federal Power System and the low water years. However, the risk is
ultimately only one of timing, as all Preference Customers are exposed to the same risks, only in
a more delayed manner. Outages, system de-rating, and prolonged low water will all ultimately
lead BPA to increase all of its wholesale rates to Preference Customers. Put differently, Slice
customers share the same risks as BPA, who passes those risks on to all Customers through rates.

A flat Block product (equal blocks of power for all hours within a month) is the only
power supply product that can be combined with Slice. The flat Block product available to Slice
purchasers may vary monthly relative to a Preference Customer’s net requirements, but must be
flat during all hours of the day. The Regional Dialogue Record of Decision states that
Bonneville will limit the total amount of the Slice product to 25% of the firm aMW of the federal
Power System (approximately 1,850 aMW). It is expected that the total High Water Mark loads
of Preference Customers selecting the Slice product may approach 3,700 aMW. As a result, its
is presently expected that Preference Customers selecting the Slice product will receive Slice
allocations of about 50% of their HWM loads and will be required to purchase supplemental
Block product to cover the balance of their HWM loads.

ANALYSIS OF BPA PRODUCT OFFERINGS; ALTERNATIVES

LoAD-FOLLOWING

The Load-Following product is a viable power supply resource for IFP. The principal
benefit is its simplicity.

One of the costs/risks associated with the Load-Following product is that BPA has not
identified the power supply resources that will be used to provide the shaping services necessary
for the Load-Following product or what the costs of these resources will be. It is possible that
these costs could be significant and could adversely affect the Tier 1 rates charged by BPA to
purchasers of the Load-Following product.

In addition, because Bonneville uses critical water conditions to establish the firm power
output of the Federal System, there will be surplus power output available to Bonneville in each
year that stream flows exceed critical water levels. Bonneville controls the disposition of this
surplus power and the revenues from surplus power sales, which may be applied to varions BPA
purposes. Preference Customers that purchase the Load-Following product have no control over
BPA’s disposition of surplus power or the revenues from surplus power sales. In contrast,
purchasers of the Slice product are allocated a specified percentage of all of the power output,
including surplus, of the Power System. As a result, Preference Customers that purchase the
Slice product have the ability to determine whether to use surplus generation to meet their
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system loads or to sell or exchange surplus generation on favorable terms, and have complete
control over the application of any resulting revenues.

BLoOCK

The Block product (as a stand-alone power supply product) is not well suited for Idaho
Falls Power. As noted above, IFP does not have any thermal generating resources that can be
operated to match its system loads, and its hydroelectric generating units all operate as run-of-
the-river units. Consequently, the Block product would be very difficult, and probably not cost-
effective for IFP in comparison to either the Load-Following or Slice/Block products.

The principal costs/risks of the Block product arise from the requirement to fix the
quantities of Block power and various details at the time of contract execution for the total term
of the 2011 PSA. In addition, the Block product by itself does not provide flexibility to meet real
time changes in load and IFP would be required to purchase separate shaping services from BPA
or on the market to match its power supply with its loads. The provisions of the 2011 PSA
regarding shaping capacity are highly complex and, as noted above, BPA has not yet identified
the resources or the costs associated with shaping capacity. It is possible that the shaping
services available from BPA would not be adequate to match the Block product to IFP’s hourly
loads, and IFP could be forced to make market purchases of shaping services or supplemental
power supplies to achieve the necessary matching. The need to make market purchases of
services or power creates direct market price exposure, which is undesirable given IFP’s primary
objectives to maintain control over costs and to promote rate stability.

SLICE

The Slice product is the most favorable power supply product for the IFP system. The
Slice product provides significant flexibility in shaping and access to storage, both of which
accommodate the variability of the temperature-sensitive loads on IFP’s System, as well as the
variability of the output of IFP’s run-of-the-river hydroelectric units. Ireaddition, IFP is located
geographically in a favorable position to exchange seasonally and/or to buy and sell as surpluses
or deficits of electricity that will occur due to the water variability of stream flows through the
federal Power System. Although there are periods (hours, days, or months) when IFP could be
short, those periods are modest and can be managed effectively by IFP with its own resources,
and through additional resource acquisitions and market purchases.

While it is expected that IFP will need to purchase flat Block service to supplement its
purchase of the Slice product, and that IFP will lose some flexibility and value as a result,
substantial value and benefits remain for IFP in the combined Slice/Block product.

The principal costs/risks of the Slice Product are the year-to-year variation in the cost and
quantity of electricity available from IFP’s specified percentage of the output of the federal
Power System due to variations in stream flows in the Pacific Northwest. In addition, BPA will
pass through in monthly power bills to Slice purchasers all of the costs of the generating
resources used to provide the Slice product, and these costs are not in the control of IFP.
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. Purchasers of other BPA products will ultimately be exposed to these costs, but may be insulated
from them until BPA’s next rate case.

ALTERNATIVE POWER SUPPLIES

There are two general alternatives to entering into the 2011 PSA with Bonneville: (i)
entering into a contract with another wholesale power supplier; and (ii) acquiring an existing or
constructing a new generating resource either by itself or by participating with other similarly-
situated utilities. As discussed below, neither of these alternatives compare favorably with the
2011 PSA in terms of price, reliability and risks.

Wholesale Contracts. As a result of federal actions beginning with the Energy Policy Act
of 1992, wholesale power supply markets have developed in the United States. The power
suppliers in these markets include traditional utilities with surplus power supplies for sale, and
wholesale generators, independent power producers, investment banks and power marketers all
of which are generally exempt from regulation.

As with any evolving market, the wholesale power supply market has experienced
significant volatility, liquidity and reliability issues. In 2000 and 2001, the western power market
experienced a near melt down due to a perfect storm confluence of a flawed deregulation plan in
California, regional power shortages due to low stream flows on the Columbia River and
insufficient resources in California due to regulatory delays of new power plant construction
caused wholesale spot and forward power prices in the West to increase more than ten times
historical levels. The subsequent bankruptcy of Enron drew many power purchasers into
protracted litigation and sizeable marked-to-market termination payments under contracts
entered into at the height of market prices. While the western power market has, in comparison,
been relatively stable in recent years, the bankruptcies of several large wholesale power
generators (Calpine, NRG, Mirant and others), investment banks and power marketers (notably,
Lehman Brothers) that were active in the power markets have focused all load-serving utilities
on the performance and financial risks of their contractual counterparties.
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The following table shows the average price of electricity during heavy load hours at the
Mid-Columbia pricing point for the past 36 months.

2005-06 $/MWh 2006-07 $/MWh 2007-08 $MWh
October 86.12 Octaober 52.97 October 62.18
November 69.76 November 60.54 November 64.91
December 108.50 December 60.11 December 66.74
January 57.70 January 53.61 January 75.49
February 51.38 February 58.60 February 70.78
March 44.28 March 39.79 March 73.69
April 24.85 April 48.84 April 90.16
May 31.92 May 53.80 May 61.97
June 36.22 June 52.20 June 38.08
July 69.51 July 63.80 July 73.92
August 63.67 August 61.24 August 72.14
September 48.82 September 55.72 September 59.48
Ann. Average 57.73 55.70 67.46

The period covered by the above table was relatively stable in comparison to the events
of 2000-2001. In December 2000, due to the California/Western energy crisis and low stream
flows through the Columbia River, hourly spot prices for electricity spiked to over $3,000/MWh
and the monthly average price at the Mid-Columbia pricing point for December 2000 was nearly
$600/MWh. Nonetheless, market prices in the 2005-2008 period reflect a significant amount of
volatility and uncertainty. Prices fell by over 75% in a four-month period between December
2005 and April 2006, and recently increased by over 90% in a single month between June aud
July 2008. In addition, from year-to-year there is little correlation between prices for the same
month with, for example, the April 2007 price being twice the April 2006 price, and the April
2008 price being twice as high as the April 2007 price. The volatility and uncertainty reflected
in these market prices results from supply and demand conditions, with supply being inherently
unpredictable in the Pacific Northwest due to the region’s dependence on hydroelectric
generation and the variability of precipitation and stream flows.

Any seller of wholesale power to Idaho Falls Power would itself likely rely on a
combination of wholesale market supplies and ownership or contractual rights to the output of
one or more generating units to meet its delivery obligations to IFP. The seller would need to set
its price for power at a level sufficient to recover market prices for power as well as its own cost
of generation. As discussed below, virtually all generation now available is fueled by natural
gas, and price volatility in the gas markets can be extreme. As a result, it can be expected that
IFP would pay a premium over current market prices in order to obtain a long-term power supply
in lieu of the 2011 PSA.

Mooney Consulting and Idaho Falls Power have polled various power suppliers to

determine their willingness to enter into long-term power supply contracts. All of these suppliers
indicated that they would not enter into a contract with a term longer than five years.
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Consequently, market supplies also present substantial renewal risk to IFP and no assurance
could be given as to the terms and prices for a renewal power supply in five or six years.

Power supply contracts from marketers are based on new resource development costs as
represented by “market prices”. Power supply contracts from investor-owned electric utilities
have slowly disappeared over time as resource development has become more problematic and
more costly than existing resources. The only type of contract available is for all hours flat or for
heavy or light load hours. No market products are currently available to follow load.

It can be expected that the contractual provisions for a medium-term market supply will
be significantly less favorable to IFP than those of the 2011 PSAs. With the failure of a number
of market participants in recent years, contract terms have tightened significantly and, among
other things, it is likely that even a well-rated credit like IFP would be required to post
significant collateral to secure its power purchase obligation. In addition, most market-based
contracts now contain marked-to-market termination payments in the event that either party
defaults under the contract. These provisions create substantial risk for IFP if its supplier goes
bankrupt--the only way for IFP to terminate the contract may be to make a large termination
payment to the supplier’s bankruptcy estate if then-current market prices are not in IFP’s favor.

Power Plant Development and Construction. Considerable concern exists about resource
adequacy in the West from 2011 forward. See “BONNEVILLE POWER
ADMINISTRATION —Forecast Load and Resources” above. Several proposed coal-fired
generation projects are on hold due to litigation and uncertainty about carbon and mercury
regulations. It is unlikely that any new coal-fired project will be completed betore 2014 and with
no rea: assurance of even meeting that schedule.

IFP is a participant in the development of the proposed 906 MW Intermountain Power
Project Unit No. 3 (“IPP3”). The City of Idaho Falls held an election in 2006 to obtain voter
authorization to incur debt and participate in IPP3, and received more than the two-thirds
approval necessary under Idaho law. At the present time, the development of IPP3 has been
suspended due to environmental and other litigation. At this time, IFP has no assurance that the

plant will be completed.

Gas-fired generation is the only practical alternative for intermediate or base-load
generation until the legal and regulatory uncertainties associated with coal-fired generation are
resolved. If a gas-fired generating unit is not now under development with permitting completed
and equipment ordered, it cannot meet an in service date earlier than 2012. A significant portion
of the all-in costs of gas-fired generation is fuel, and the persistent volatility in natural gas prices
makes these resources unattractive for utilities concerned with rate stability.

While an ownership or participation position in a modern thermal (coal or gas-fired)
generating project would provide substantial benefits to Idaho Falls by providing a power supply
that can follow IFP’s System loads, construction and operation of a new generating plant
involves substantial risks for owner/participants. While these risks can be mitigated through
careful selection of construction and operation contractors and negotiation of favorable contract
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terms, not all risks can be completely avoided, particularly the uncertainties associated with
future environmental regulations and/or greenhouse gas emissions limitations.

BPA COMPARED TO ALTERNATIVE POWER SUPPLIES

As discussed above, the federal Power System consists of 31 federal hydroelectric
projects and several non-federal hydroelectric and thermal projects in the Pacific Northwest,
representing 225 separate generating units. See “BONNEVILLE POWER ADMINISTRATION—Power
System” above. Since the City began purchasing power from Bonneville in 1963, the generating
resources of the Power System have operated with a high degree of reliability and have provided
the City and the electric consumers it serves through Idaho Falls Power with power supplies at
rates that have been well below, and far more stable than, available alternatives. The large
number of generating units within the Power System and Bonneville’s use of critical (historic
low) water conditions to determine the amounts of firm power it can contractually commit to sell
to Preference Customers substantially mitigate the risk that Bonneville will not be able to deliver
the power that it has contractually committed to sell to the Customers.

All BPA products are better in price and terms than any alternatives available in the
commercial market at this time. The altemnatives that are based on market pricing are driven by
supply and demand in the competitive wholesale market and have increased considerably in the
past several years to levels that are at least double the price of BPA’s power supply products. If
Idaho Falls Power were required to purchase power supply in the wholesale market to replace its
power supply from Bonneville, IFP would be required to double its retail service rates to
consumers in order to recover its increased power supply costs.

None of the risks inherent in wholesale market contracts are present in the 2011 PSA.
The power purchased by IFP is priced at BPA’s cost, which cost is subject to detailed contractual
provisions as well as regulatory review and determination by FERC as being cost-based. The
contract duration is 17 years, which is impossible to achieve in the current market, and the
contract terms are reasonably favorable to the Preference Customer. Further, since BPA is a
federal agency, IFP has no exposure to supplier bankrupicy risk. While IFP will need to engage
in some market transactions to manage and optimize the power supply available under the 2011
PSA, the size, duration and risk of these transactions 1s an order of magnitude less than IFP’s
exposure if it had to enter into contractual arrangements to replace the 2011 PSA.

The principal risks with the BPA Slice Product are the generation shape month-by-month
which varies from IFP load shape and the generation variability due to precipitation, snowpack
and runoff. A thermal generating resource which can be operated to follow IFP’s System loads
and to provide power supply to meet load growth would augment IFP’s Slice and Block power
supplies from BPA. As noted above, there are significant financial, construction and operating
risks associated with IFP’s ownership or participation in a new thermal resource. Accordingly,
while an ownership or participation position in a thermal resource would pose substantial risks
for IFP and its ratepayers if it had to be used to replace IFP’s power supply from Bonneville, a
thermal resource that is used solely to augment IFP’s power supplies from BPA presents risks of
a much smaller order of magnitude that can be managed and mitigated effectively by IFP.
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PROJECTED POWER SUPPLY REQUIREMENTS AND RESOURCES

ANNUAL REQUIREMENTS AND RESOURCES

The following table shows the projected total energy requirements of the System and the
amounts of energy projected to be available to IFP from the Gem State Project and its purchase
of the Slice/Block power supply products for the first ten years of operations under the 2011
PSA. The table was prepared on the basis of:

. Projected Total Energy Requirements are based on the System’s current
requirements of 748,100 MWh/year and an annual growth rate of 1.5%;

. Gem State Generation is based upon IFP’s 61% share of the output of the Gem
State Project and Snake River critical water year (1934) stream flows; and

. BPA Slice/Block Energy is based upon IFP’s projected High Water Mark
allocation of power from BPA and Columbia River critical water year (1937) -
stream flows.

PROJECTED
YEAR ANNUAL GEM BPA RESOURCE
ENDING ENERGY STATE SLICE/BLOCK SURPLUS
SEPTEMBER 30, REQUIREMENTS GENERATION ENERGY (SHORTFALL)
2012 793,400 50,760 719,163 (23,481)
2013 805,300 50,760 719,163 (35,381)
2014 817,380 50,760 719,163 (47.461)
2015 829,640 50,760 719,163 (59,721)
2016 842,080 50,760 719,163 (72,161)
2017 854,710 50,760 719,163 (84,791)
2018 867,530 50,760 719,163 (97,611)
2019 880,540 50,760 719,163 (110,621)
2020 893,750 50,760 719,163 (123,831)
2021 907,160 50,760 719,163 (137,241)
2022 920,770 50,760 719,163 (150,851

For power supply planning purposes, prudent practice requires the use of critical water stream
flows to project the energy available to IFP from the Gem State Project and BPA. It can be
reasonably expected that average stream flows over the period shown above will be above
critical water stream flows and that IFP will receive additional amounts of energy from the Gem
State Project and BPA. However, the use of average stream flows for power supply planning
purposes exposes IFP and its customers to the risk that critical water conditions occur one or
more times during the projection period. In this event, IFP would be forced to purchase
supplemental power supplies at market prices to meet its System loads. Under critical water
conditions, it can be expected that the market price for in the Pacific Northwest will be both high
and volatile. If IFP were forced to purchase supplemental power supplies in such a market, it is
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possible that the amounts on deposit in the Rate Stabilization Fund could be depleted rapidly and
that substantial rate increases would have to be imposed on IFP’s ratepayers. This result would
be inconsistent with the guiding principles set forth in IFP’s mission statement.

The increasing power supply shortages shown in the table above reflect the terms of the
2011 PSAs, namely that BPA will limit sales to all of its Preference Customers at its lowest Tier
I rates to their High Water Mark allocations under the Tiered Rate Methodology. As a result,
IFP and Bonneville’s other Preference Customers will need to acquire supplemental power
supplies from BPA at its market-based Tier 2 rates, from other suppliers at market-based rates or
from ownership positions in new generating plants.

MONTHLY REQUIREMENTS AND RESOURCES

The following table shows the month-by-month energy requirements and resources for
the first contract year under the 2011 PSA. This table was prepared on the same basis as the
table above (showing annual requirements and resources) and reflects the seasonal variations in
the loads served by IFP and the energy available to IFP from the Gem State Project and BPA.

PROJECTED
YEAR ENDING MONTHLY GEM BPA RESOURCE
SEPTEMBER 30, ENERGY STATE SLICE/BLOCK SURPLUS
2012 REQUIREMENTS GENERATION ENERGY (SHORTFALL)
October 60,411 5,710 54,886 185
November 66,444 6,866 58,918 (660)
December 80,459 6,368 72,175 (1,916)
January 86,838 7,099 67,459 (12,280)
February 72,540 6,861 56,395 (9,284)
March 71,424 6,880 57,551 (6,993)
April 62,212 6,866 48,667 (6,678)
May 55913 0 60,706 4,792
June 54,931 0 61,542 6,611
July 66,027 0 65,099 (928)
August 61,678 0 64,239 2,561
September 54,524 4,106 51,525 1,108

Attached as Appendix [ to this report is a graphic presentation of the data shown in the table
above.

Various strategies and actions can be taken by IFP to balance the monthly surpluses and
shortfalls shown in the table above. Conservation and energy efficiency programs that reduce
the demands on the System during the periods of peak demand in the winter months can partially
offset the significant shortfalls in these months. The most desirable power supply product for
IFP would be one or more long-term exchange agreements with other utilities that have peak
system demands in the summer months and surplus power in the winter months. While the
advantages of exchange arrangements with other utilities is obvious, IFP has sought such
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arrangements without success for several years. As a result, it is most likely that IFP will be
required to enter into power purchase and sale arrangements to balance its power supplies and

requirements.

ANALYSIS OF RATE STABILIZATION FUND BALANCE

As noted throughout this Report, the Rate Stabilization Fund provides substantial benefits
to Idaho Falls Power in connection with the operation of the System, including power supply
matters. As a part of this Report, Mooney Consulting was requested by IFP to review the
appropriate funding level for the Rate Stabilization Fund.

The appropriate funding level for the Rate Stabilization Fund is affected by a variety of
factors, including:

. the amounts of additional power supplies that IFP will be required to purchase to
supplement its existing resources and contract purchases and the risk of increases
in market prices in the Pacific Northwest;

. the reserve amounts necessary to enable IFP to insulate its customers from shoit-
term rate impacts associated with stream flow variability in the Columbia and
Snake Rivers;

. contingent collateral posting requirements associated with the 2011 PSA and

power purchase arrangements with market suppliers;

. the renewal of IFP’s power sales contract with BPA for the output of the Bulb
Turbine Project;

. the estimated cost of future capital projects in IFP’s capital improvement plan,
which includes:

" approximately $2 million for rewind work at the Upper Plant of the Bulb
Turbine Project, replacement of relays at all Plants, concrete repair and
boat launch refurbishment at Lower Plant, and CIP (cyber security)
standards compliance,

" approximately $15 million for construction of a 161 kV North
Transmission Loop, replacement of relays at the Westside Substation and
a proposed additional substation, and

. approximately $7 million for expansion of the distribution system to meet
growth, upgrade existing distribution lines to 12.5 kV and underground

cable rejuvenation,

all of the capital projects listed above are scheduled for construction over the next
three years.
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The current balance in the Rate Stabilization Fund, including amounts being accumulated for
capital additions to the System’s generation, transmission and distribution facilities, is

approximately $28 million.

Mooney Consulting recommends that IFP set a minimum balance in the Rate
Stabilization Fund of $20 million, excluding amounts being accumulated for specific capital
additions. We recommend that the adequacy of the minimum balance be reviewed at least every

five years.
CONCLUSIONS

Based on the information presented in this Report, Mooney Consulting is of the opinion
that:

. Continuing the participation in the Slice Product with the Block Product is the
most favorable for IFP considering both the benefits and potential risks.
Although the product has a take-or-pay requirement, the basis for the product is
the federal hydropower system with a long time production history and a
demonstrated approach to pricing.

. The Slice Product has risks relating to water variability and other factors which
can be mitigated on a year-to-year basis using the IFP Rate Stabilization Fund and
access Lo or participation in one or more thermal resources and timely forward
purchases consistent with the Risk Policy.

. IFP should continue to pursue opportunities to establish seasonal exchanges for
surplus Slice product energy which can be valuable in more closely matching the
resources available to the IFP load.

. Adopt $20 million as the target minimum amount in the Rate Stabilization Fund
(excluding amounts being accumulated for specific capital additions).

RECOMMENDATIONS
Based on the findings and conclusions above, Mooney Consulting recommends that IFP:

. Subscribe to the maximum amount of the Slice/Block permitted by BPA for the
term of the 2011 PSA.

. Seek to establish relationships with one or more entities for seasonal exchanges of
surplus output of the Slice product when advantageous to better match IFP’s
System loads.

. Consider acquiring or constructing a cost-based thermal generating resource as a
supplement to the Slice/Block product to partly manage market volatility and
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energy shortfalls associated with Critical Water conditions, and to provide
additional power supply resources for load growth. Participation with other
similarly-situated utilities in new projects should be considered to achieve
economies of scale and spread construction and operating risks.

. Enter into power purchase arrangements consistent with the Risk Management
Policy to supplement the power supply available from BPA and to meet load
variability and growth.

. Maintain sufficient moneys in the Rate Stabilization Fund to manage the inherent
variability of hydroelectric generation, to manage IFP’s exposure (expected to be
limited) to market-based power supplies, and to provide reserves for planned
capital improvements to the System, future resource acquisitions and prudent
management of IFP.
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It was noted that the City had purchased the majority of its requirements for electric
power and energy from BPA for many years and that the Renewal PSA would continue the City’s
purchase of the “Slice” and “Block” power supply products (the “Slice/Block product”) from
BPA. The City has been purchasing the Slice/Block product since October 1, 2001, pursuant to a
Block and Slice Power Sales Agreement (the “2001 PSA”’) with BPA. The Renewal PSA is the
most advantageous power purchase alternative for the City because of, among other things, the
+ full complement of BPA’s resources that were committed to support power deliveries under the
Renewal PSA and the operational independence and flexibility available to the City under the
Renewal PSA. Management of Idaho Falls Power has considered and analyzed the various BPA
product supply offerings and other power supply options and agree with the conclusions and
recommendations set forth in the Consulting Engineer’s Report.

The amount of power and energy available to the City under the Renewal PSA will not be
sufficient to meet all of the City’s power supply requirements over the 17-year term of the
Renewal PSA, and the City will continue to purchase supplemental power supplies to meet its
full requirements.

BPA is requiring the City (and each other customer purchasing the Slice/Block product)
enter into a Creditworthiness Agreement with BPA (the “Creditworthiness Agreement”). The
Creditworthiness Agreement enables BPA to confirm and monitor the credit standing of its
customers that elect to purchase the Slice product and provides assurances that these customers
will meet their payment obligations to BPA. Upon the occurrence of certain events specified in
the Creditworthiness Agreement, BPA may require the City to post a letter of credit or cash
collateral to secure its payment obligations to BPA. The terms and provisions of the

Creditworthiness Agreement were then discussed by the Council.



It was noted that the City has requested that BPA make certain changes and corrections be
made to the Renewal PSA and the Creditworthiness Agreement. BPA has provided a letter to the

City indicating its willingness to make changes and corrections after execution of the

Agreements as follows:



[Attach BPA Letter Agreement]
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Department of Energy v

| e 4 P
Bonneville Power Administration (76
Customer Service Center ﬂ
2700 Overland
Burley, Idaho 83318

Power Services

November 21, 2008
In reply refer to: PSE/Burley

Jo Elg, Assistant Manager
Idaho Falls Power

P.O. Box 50220

Idaho Falls, Idaho 83405-0220

Jo:

As usual, we had pleasant and productive discussions at the ICUA board meeting and follow-up phone
calls afterward. As you are probably aware, Mr. Burr, Idaho Falls Power’s outside counsel has had
discussions regarding the Creditworthiness Agreement with BPA and BPA is considering his comments.

His thorough review identified three items applicable to all Slice/Block Creditworthiness Agreements and

~ several items specific to Idaho Falls’ Regional Dialogue Slice/Block agreement. BPA intends to work
through those issues with Idaho Falls and other Slice/Block product purchasers, as applicable, early next
year.

Although we are requesting a new Creditworthiness Agreement, Idaho Falls is qualified from a credit
perspective and, at this time, does not need to post any form of collateral.

Also, you mentioned some concerns regarding the generation amounts stated in Exhibit A, section 6 for
the Bulb Turbines in the Regional Dialogue Slice/Block agreement. The stated amounts are expected
generation. The amounts are not intended to reflect the firm component. When IFP dedicates the Bulb
Turbines to serve its regional load, BPA, in consultation with Idaho Falls, will determine the firm output
these resources. The dedicated firm amounts will be stated in Exhibit A, section 2 or section 3. The
critical water year will be the same for Gem State and the Bulb Turbines.

I hope the forgoing is sufficient for Idaho Falls to proceed with its decision to sign the Regional Dialogue
Slice/Block agreement, contract number 09PB-13056. Please call if you have additional questions.

Sincerely,
Larry D. Kng: L\3’\ )
Account Executive. L

ce: Jackie Flowers
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Mr. Storer then advised the Council that, under the opinion of the Idaho Supreme Court
in City of Boise v. Frazier, it is possible that the Renewal PSA could be construed to create an
“indebtedness or liability” of the City that is not an “ordinary and necessary expense” within the
meaning of Article VIII, Section 3 of the Idaho Constitution. Mr. Storer reminded the Council
that the City obtained a judicial confirmation of the 2001 PSA, but advised the Council that the
Court’s decision in the Frazier case raises the question of whether the payment obligations of the
City under the Renewal PSA are “ordinary and necessary expenses” within the meaning of
Atticle VIH, Section 3 of the Idaho Constitution. Mr. Storer stated that, while he is of the
opinion that the City’s payment obligations under the Renewal PSA fall within the “ordinary and
necessary expenses” exception, it is his recommendation that the City initiate a proceeding under
Idaho’s Judicial Confirmation Law to confirm the validity of the Renewal PSA and the
Creditworthiness Agreement.

Mr. Storer stated that BPA is requiring execution of the Renewal PSA by December 1,
2008. Mr. Storer noted that the long-term power purchase obligation of the City under the
Agreements will not become effective until the City delivers an approving legal opinion to BPA,
and that this opinion would not be delivered until the constitutional issues have been resolved.
As a result, Mr. Storer advised the Council that it could now authorize and approve the

Agreements and the required actions preliminary to the filing of a judicial confirmation

proceeding.



The following resolution was then introduced in written form and pursuant to motion

duly made and seconded, was adopted and approved by the following vote:

Aye: Karen Cornwell
Ida Hardcastle
Thomas Hally
Michael Lehto
Ken Taylor

Nay: None.

The resolution was thereupon signed by the Mayor, was attested by the City Clerk and

was ordered recorded in the official records of the City. The resolution is as follows:



RESOLUTION NoO. ’ZD@— 20

A RESOLUTION AUTHORIZING THE EXECUTION AND DELIVERY OF A
RENEWAL POWER SALES AGREEMENT AND A CREDITWORTHINESS
AGREEMENT WITH BONNEVILLE POWER ADMINISTRATION, THE
COMMENCEMENT OF A JUDICIAL CONFIRMATION PROCEEDING WITH
RESPECT TO SUCH AGREEMENTS, AND RELATED MATTERS.

ek ok ok 4ok e ek ok ok ok ok ok

WHEREAS, the City of Idaho Falls, Bonneville County, Idaho (the “City”) has previously
executed a Block and Slice Power Sales Agreement (the “Existing PSA ") with the United States
of America, Department of Energy, acting by and through the Bonneville Power Administration
(“Bonneville "), which will expire on September 30, 2011;

WHEREAS, Bonneville has developed a renewal Power Sales Agreement (the “Renewal
PS4") providing for the long-term sale of electric power and energy to the City, effective -
October 1, 2011 and remaining in effect until September 30, 2028;

WHEREAS, the City has determined that, in order to obtain a long-term supply of electric
power and energy necessary for the continued operation of Idaho Falls Power, it is necessary,
desirable and in the best interests of the City to enter into a Renewal PSA;

WHEREAS, Bonneville also requires the City to execute a Creditworthiness Agreement (a
“Creditworthiness Agreement”);

WHEREAS, the City has determined it is necessary and desirable to initiate a judicial
confirmation proceeding to confirm that (1) the Renewal PSA and the Creditworthiness
Agreement (together, the “Agreements”) are authorized by the laws and Constitution of Idaho,
(2) the obligations of the City under the Agreements constitute “ordinary and necessary
expenses” within the meaning of Article VIII, Section 3 of the Idaho Constitution, and (3) each
of the Agreements constitute the legal, valid and binding agreement of the City; and

WHEREAS, the City now desires to authorize and approve (1) the execution and delivery
of the Renewal PSA, (2) the execution and delivery of the Creditworthiness Agreement, and (3)
the initiation of all preliminary actions necessary prior to the commencement and prosecution of
the judicial confirmation proceeding to confirm the validity of the Agreements;

Now, THEREFORE, BE IT RESOLVED by the City Council of City of Idaho Falls, Bonneville
County, Idaho, as follows:

Section 1. Execution and Delivery of the Remewal PSA. The Renewal PSA, in
substantially the form attached hereto as Exhibit A, is hereby authorized and approved, and the
Mayor is hereby authorized, empowered and directed to execute and deliver the Renewal PSA on
behalf of the City, and the City Clerk is hereby authorized, empowered and directed to attest such
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execution and to affix the corporate seal of the City to the Renewal PSA, with such changes to
the Renewal PSA from the form attached hereto as Exhibit 4 as shall be approved by the Mayor
and the City Attorney, the Mayor’s execution thereof to constitute conclusive evidence of such

approval.

Section 2. Execution and Delivery of the Creditworthiness Agreement. The
Creditworthiness Agreement, in substantially the form attached hereto as Exhibit B, is hereby
authorized and approved, and the Mayor is hereby authorized, empowered and directed to
execute and deliver the Creditworthiness Agreement on behalf of the City, and the City Clerk is
hereby authorized, empowered and directed to attest such execution and to affix the corporate
seal of the City to the Creditworthiness Agreement, with such changes to the Creditworthiness
Agreement from the form attached hereto as Exhibit B as shall be approved by the Mayor and the
City Attorney, the Mayor’s execution thereof to constitute conclusive evidence of such approval.

_ Section 3. Other Actions with Respect to the Agreements, Further Authority. (a) The

Mayor, the City Clerk, the General Manager and Assistant General Manager of Idaho Falls
Power, the City Attorney and other officers and employees of the City shall take all actions
necessary or reasonably required to carry out, give effect to, and consummate the transactions
contemplated hereby and shall take all actions necessary to catry out the execution and delivery
of each of the Agreements and the performance thereof.

(b) The General Manager and. Assistant General Manager of Idaho Falls Power are
hereby authorized and directed to make such determinations and to take such actions as are
required or necessary to give effect to the 2011 PSA, to optimize the power supply provided
thereby and to reduce the City’s costs and expenses associated therewith; provided that, any
additional or supplemental power purchase commitments of the City shall be entered into only
upon compliance with the provisions of the Risk Management Policy of Idaho Falls Power or
upon prior approval by the City Council.

Section 4. Judicial Confirmation. The City Attorney, Mayor, City Clerk, the General
Manager and Assistant General Manager of Idaho Falls Power and other appropriate officers of
the City are hereby authorized and directed to take all preliminary actions necessary prior to the
commencement and prosecution of a judicial confirmation proceeding pursuant to the provisions
of the Judicial Confirmation Law, Title 7, Chapter 13, Idaho Code, as amended, to confirm and
establish that the each of the Agreements constitute legal, valid and binding agreement of the

City.
Section 5. Miscellaneous; Effective Date. (a) This resolution shall be and remain
irrepealable until the expiration or termination of the Renewal PSA in accordance with its terms.

(b)  All previous acts and resolutions in conflict with this resolution or any part hereof
are hereby repealed to the extent of such conflict.

(c)  In case any provision in this resolution shall be invalid, illegal or unenforceable,
the validity, legality and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby.
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(d)  This resolution shall take effect immediately upon its adoption and approval.

ADOPTED AND APPROVED this 25th day of November, 2008.

CITY OF IDAHO FALLS, BONNEVILLE COUNTY,

IDAHO
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EXHIBIT A

[Attach Form of Renewal PSA]
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Contract No. 09PB-13056

POWER SALES AGREEMENT
executed by the
BONNEVILLE POWER ADMINISTRATION
and
CITY OF IDAHO FALLS DBA IDAHO FALLS POWER
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This POWER SAL%S @GREEMENT (Agreement) is executed by the UNITED
STATES OF AMERIGA; Dep. $i'§§nent of Energy, acting by and through the BONNEVILLE
POWER ADMINISTRATION BPA) and CITY OF IDAHO FALLS DBA IDAHO FALLS
POWER (Idaho ﬁ&E;alll\ﬁs,%;)&%}ere tersindividually referred to as “Party” and collectively
referred to assthe “Part tes”. I aho Falls is a municipal corporation, organized and
authorlzed.&ﬁnder the law% of the State of Idaho to purchase and distribute electric power to
serve retail congluners fr‘fm its distribution system within its service area.

RECITALS

o Falls’ current power sales agreement (Contract No. 00PB-12173) continues
through ”)‘;tﬁe’iﬁlber 30, 2011, and will be replaced by this Agreement on October 1, 2011.

BPA has functionally separated its organization in order to separate the
administration and decision-making activities of BPA’s power and transmission functions.
References in this Agreement to Power Services or Transmission Services are solely for the
purpose of clarifying which BPA function is responsible for administrative activities that
are jointly performed.

BPA is authorized to market federal power to qualified entities that are eligible to
purchase such power. Under section 5(b)(1) of the Northwest Power Act, BPA is obligated
to offer a power sales agreement to eligible customers for the sale and purchase of federal
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power to serve their retail consumer load in the Region that is not met by the customer’s
use of its non-federal resources.

BPA has proposed the adoption of a tiered rate pricing methodology for federal
power sold to meet BPA’s obligations under section 5(b) of the Northwest Power Act to
eligible customers, in order to provide more efficient pricing signals and encourage the
timely development of regional power resource infrastructure to meet regional consumer
loads under this Agreement.

To effect that purpose, in this Agreement BPA establishes a Contract H{ﬁgﬁ
Mark for Idaho Falls that will define the amounts of power Idaho Falls may
BPA at the Tier 1 Rate, as defined in BPA’s Tiered Rate Methodology.

The Parties agree:

i
1. TERM e
This Agreement takes effect on the date signed by the fa}gties“

actions required in advance of deliveries of federal powe
follows:

erformance of the
1s Agreement, as

(1) section 3, Power Purchase Obligation, g%%i 1
obligations of Idaho Falls u&gder S e‘ifi'é&% 3.

|

Pyiced at Tier 2 PF Rates;

in

%the purchase and payment
d 3.2;

(2) section 9, Elections to urcﬁ\%se Po
(3) section 17, Inform&tiond ixchange and Confidentiality;

4) section 18, Qé’%ﬁ%vation and Reﬁewables;
Pate

(5)
(6)

Exhibit B, High Water Marks and Contract Demand Quantities; and,
Exhibit C, Purchase Obligations.

Section 22, Governing Law and Dispute Resolution will only apply to the extent
there is a dispute regarding actions required after the Effective Date in the above
referenced sections and exhibits.

This Agreement will be effective for performance of all other actions on the date
Idaho Falls delivers a favorable opinion of independent counsel to Idaho Falls with
respect to Idaho Falls authorization of this Agreement under the Constitution and
laws of the State of Idaho. This Agreement expires on September 30, 2028.
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2. DEFINITIONS
Capitalized terms below shall have the meaning stated. Capitalized terms that are
not listed below are either defined within the section or exhibit in which the term is
used, or if not so defined, shall have the meaning stated in BPA’s applicable
Wholesale Power Rate Schedules, including the General Rate Schedule Provisions
(GRSPs). Definitions in bold indicate terms that are defined in the TRM and that
the Parties agree should conform to the TRM as it may be revised. The Parties
agree that if such definitions are revised pursuant to the TRM, they shall promptly
amend this Agreement to incorporate such revised definitions from the TRM, to the

extent they are applicable.

2.1

2.2

2.3

2.4

2.5

2.6

kK
G,

“5(b)/9(c) Policy” means BPA’s Policy on Determining Net Reqt
Pacific Northwest Utility Customers Under sections 5(b) ]@%nd ;4})
Northwest Power Act issued May 23, 2000, and % 18V1S}01’1S or{%uceessors

Brey abhsh rates
- 7(1) of the

“Absolute Operating Constr int” %ns an Operating Constraint that cannot
be exceeded under an‘ condi e

“Actual BOS Generatlon means.the actual generation produced by the BOS
Complex, a%adjysted for actual Tier 1 System Obligations and RHWM
Augmentation

“Actual Sh put Energy” or “ASOE” means the actual amount of Idaho
D t Energy BPA makes available to Idaho Falls at the

,‘1‘{1‘% P01r§§fof Receipt.

i

‘Actual Tier 1 System Generation” or “ATSG” means the actual generation

“Addftional CHWM” means the CHWMs established for ichland,
New Publics formed in whole or in part out of loads previously served by an

@@‘ntity other than an Existing Public, and load growth for New Tribal

& Utilities. Additional CHWM will not include CHWMs for New Publics

2.9

2.10

formed out of Existing Publics or other Initial CHWMs.
“Additional Energy” shall have the meaning as defined in section 5.8.1.

“Additional Slice Amount” shall have the meaning as defined in section 1 of
Exhibit Q.
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2.11 “Adjusted Annual RHWM Tier 1 System Capability” or “AART1SC” means
the annual RHWM Tier 1 System Capability amount, as such amount may be
adjusted by BPA pursuant to Exhibit I.

2.12 “Algorithm Tuning Parameters” shall have the meaning as defined in
section 2 of Exhibit M. :

2.13 “Annexed Load” means existing load, distribution system, or service territory
Idaho Falls acquires after the Effective Date from another utility, by means
of annexation, merger, purchase, trade, or other acquisition of rights;. the
acquisition of which has been authorized by a final state, regulatory purt
action. The Annexed Load must be served from distribution fﬁ%gties tgﬁf
are owned or acquired by Idaho Falls. 7% e

o

2.14 “Annual Net Requirement” means BPA’s forecasac@of Idahg:Falls¥Net
Requirement for each Fiscal Year that results from 1 i%%&“ﬁstabhshed in
section 1 of Exhibit A and is shown in the taleect #2 of Exhibit A.

2.15 “Augmentation for Additional CHWM’;%%e% h jamount of annual
average firm energy BPA forecasts, cal ~l§féd in%é;gé rdance with

sections 3.2.1.1 and 3.2.1.2 of the TRM'duzing the RHWM Process, that is

equal to the amount of Ad ] ;a’ﬁ in the calculation of RHWM

Augmentation. '

2.16 “Augmentation foriInitial CHWM™ eans the amount of annual average
firm energy BPA for _ du\%"ng the RWHM Process, that will be needed (in
addition to the Tier 1 System#irm Critical Output) to meet the Initial

CHWM. Tél;g@ﬁ’fﬁ%unt of energy is restricted by the Augmentation Limit.

2.17 3 \%ég%ﬁhLimit” means the amount of augmentation calculated by

iﬁﬁ?with section 3.2.1 of the TRM, which establishes the

hours (MWh) during a specified period of time divided by the
ours in such period.

cing Authority” means the responsible entity that integrates
resource plans ahead of time, maintains load-interchange-generation balance
within a Balancing Authority Area, and supports interconnection frequency
in real time.

2.20 “Balancing Authority Area” means the collection of generation,
transmission, and loads within the metered boundaries of the Balancing

Authority.
. 2.21 “Base Critical Slice Amount” shall have the meaning as defined in section 1
of Exhibit Q.
09PB-13056, Idaho Falls 5
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2.22 “Base Slice Percentage” shall have the meaning as defined in section 1 of
BExhibit Q.

2.23 “Base Tier 1 System Capability” shall have the meaning as defined in
section 1 of Exhibit Q.

224  “Block Product” means a planned amount of Firm Requirements Power sold
to Idaho Falls to meet a portion of its regional consumer load pursuant to the
terms set forth in section 4 of this Agreement.

2.25 “BOS Base” means the forecast generation amounts available £k
Complex, as adjusted by BPA for forecast Tier 1 System Obligatig
RHWM Augmentation.

2.26 “BOS Complex” or “Balance of System Complex “me
and Lower Columbia Complex.

2.27  “BOS Deviation Account” means the account /
the cumulative amount, expressed in |, by W“hlc Idaho Falls’ hourly BOS

Base schedules deviate from the amount dg ermlned by multiplying Idaho
Falls’ Slice Percentage by the houglfetual'B@ i

2.28 “BOS Deviation Retur y' Ans th ner v amounts associated with the
reduction of Idaho Ed ' ]

2.29 “BOS Flex” means the amo i 0y which the BOS Base can reasonably be
reshaped w1t}ma given calendar day by utilizing the flexibility available
from the Lidwer Snake Complex.

“Bypﬁﬁs Spill” shall have the meaning as defined in section 2 of Exhibit M.

: \%@Calibrated Simulator Discharge” means, for each Simulator Project, Idaho
@X% Falls’ simulated discharge as adjusted to reflect such project’s actual H/K,
actual Bypass Spill, and actual required Fish Spill, pursuant to section 3.6 of
Exhibit M.

2.34 “Carbon Credit” shall have the meaning as defined in section 1 of Exhibit H.

2.35 “Columbia Generating Station” or “CGS” shall have the meaning as defined
in section 5.8.1.

2.36  “CGS Displacement” shall have the meaning as defined in section 5.8.1.
09PB-13056, Idaho Falls 6
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2.37

2.38

2.39

2.40

2.41

2.42

2.43

“CHWM Contract” means the power sales contract between a customer and
BPA that contains a Contract High Water Mark (CHWM), and under which
the customer purchases power from BPA at rates established by BPA in
accordance with the TRM.

“CHWM Process” means the FY 2011 process, as set forth in section 4.1 of
the TRM, through which BPA establishes CHWMs for Existing Customers.

“Combined Maximum Additional Slice Amount” shall have the meaning as
defined in section 1 of Exhibit Q. )

nameplate capablhty greater than 200 kilowatt.

load, and is not operated occasionally or 1nterm1tteﬁ% as

source at times of maintenance or forced outage, & onsum Owned Resource
’ ou}‘ce is a reta1l

v 4
X ) Q shall have the meaning as defined in
of wh1 h is recﬁ:ed in section 6.6.1.

“hief Complex” means the two hydroelectric projects located in the
ach of the Columbia River, consisting of Grand Coulee and Chief

‘Creditworthiness Agreement” means Contract No. 09PB-13257 between
BPA and Idaho Falls.

“Critical Slice Amount” means the forecasted amount of Slice Output Energy
that Idaho Falls is expected to receive in a Fiscal Year, and is equal to the
product of Idaho Falls’ Slice Percentage and the Adjusted Annual RHWM
Tier 1 System Capability. The annual Critical Slice Amount and associated
monthly Critical Slice Amounts for each FY are as set forth in Exhibit I.
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2.47

2.48

2.49

2.50

2.51

2.52

2.53

2.54

“Customer Inputs” means the Simulator Project discharge, elevation, or
generation requests Idaho Falls develops as inputs to the Simulator pursuant
section 3.3 of Exhibit M.

“Dedicated Resource” means a Specified Resource or an Unspecified Resource
Amount listed in Exhibit A that Idaho Falls is required by statute to provide
or obligates itself to provide under this Agreement for use to serve its Total
Retail Load.

“Default User Interface” or “DUI” shall have the meaning as defing
section 5.10.1.

“Delivery Limits” means the limits that govern the availgbility ofSlice
Output and the scheduling of Slice Output Energy by Idg%@lm F??:{gg as

determined by BPA, and implemented through t he Slice omputer
Application. J "

“Delivery Request” means the amount of Slice%:but Energy Idaho Falls
requests that BPA make available for deh%y‘ff“ "any given hour as
established per section 7 of Exhibit M.

“Designated BPA System,Obligatigns’ méahs the set of obligations
specified in Table 3.4 of thegTRM 6sed onh BPA by statutes, regulations,
court order, treaties, executiye ord %‘s oranda of agreement, and
contracts that requizé the generation'or delivery of power, forbearance from
generating power, br rece %pé%&o ‘power, in order to support the operation of the
FCRPS, including any obligatigas to the BPA Balancing Authority
(Transmissigi%gsé%;vices).

he division of hours within a month between Heavy Load
ight Load Hours (LLH).

iur w;galat ning Service” or “DFS” means a service that makes a
resource that is¥ariable or intermittent, or that portion of such resource that

“DueDate” shall have the meaning as described in section 16.2.

“Effective Date” means the date on which this Agreement has been signed by

# Idaho Falls and BPA.

2.57 “Election Year” shall have the meaning as defined in section 5.8.1.

2.58 “Elective Spill” means Spill other than Bypass Spill or Fish Spill that occurs
at a hydroelectric project and is within such project’s available turbine
capacity such that the Spill may otherwise be utilized to produce energy.

2.59 “Eligible Slice Customers” shall have the meaning as defined in section 1 of
Exhibit Q.
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2.60

2.61

2.62

2.63

2.64

2.65

2.69

2.70

2.71

“Environmental Attributes” shall have the meaning as defined in section 1 of
Exhibit H.

“Environmentally Preferred Power RECS” or “EPP RECs” shall have the
meaning as defined in section 1 of Exhibit H.

“Existing Customer” means a municipal, tribal, public or cooperative utility
that is entitled to preference and priority under the Bonneville Project Act,
P.L. 75-329 and that was eligible on December 1, 2008, to purcha
requirements power at a PF rate or that would be eligible on D : mbe
2008, to purchase requirements power at a PF rate.

“Existing Resource” means a Specified Resource éésted inisection; 2 of
Exhibit A that Idaho Falls was obligated by contract or s@%tute %% use to serve
Idaho Falls’ Total Retail Load prior to October 1, 2066 .

“Federal Columbia River Power System’ S¥ means the
integrated power system that includes, buﬁ, imifed to, the transmission
system constructed and operated by B thé’%gyﬁroelectl ic dams

orps of Engineers and the
ey

“Federal Operating De0131ori§ mean#.a decision made by the Corps,
Reclamation, BPA, of Un&%ed States Entity of the Columbia River Treaty,
in accordance w1th fith rlﬁy of each such entity, and as needed to meet
Tier 1 System Obhgat1ons notal eady reflected in the Simulator or BOS
Module, tha M@@est%bhshes the perm1ss1ble range of operations for any project
or project, fth mprise the FCRPS.

3.4 of tge TRM.

“Firm M?gquirements Power” means federal power that BPA sells under this
Agreément and makes continuously available to Idaho Falls to meet BPA’s
obligations to Idaho Falls under section 5(b) of the Northwest Power Act.

“Fiscal Year” or “F'Y” means the period beginning each October 1 and ending
the following September 30.

“Fish Spill” means Spill that occurs at a hydroelectric project in order to
maintain compliance with established fish passage criteria, such as those
criteria set forth in biological opinions.

“Flat Annual Shape” means a distribution of energy having the same value of
energy in all hours of the year.
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2.72

2.73

2.74

2.75

2.76

2.77

2.78

2.79

“Flat Within-Month Shape” means a distribution of energy having the same
average megawatt value of energy in each hour of the month.

“Forced Outage Reserve Service” or “FORS” means a service that
provides an agreed-to amount of capacity and energy to load during the
forced outages of a qualifying resource.

“Forecast Net Requirement” means a forecast of Idaho Falls’ Annual Net
Requirement that BPA performs in each RHWM Process.

“Forecast Year” means the Fiscal Year ending one full year D i
commencement of a Rate Period.

“Generating Resource” means any source or amount s
identified electricity-producing unit, and for w}}&él%th
received by Idaho Falls or Idaho Falls’ retail cg

power produced from such identified electy 0
may be owned by Idaho Falls or Idaho F- ‘ etdilgg6nsumer in whole or in
guch unit may be owned for a

ount of power
ume etermined by the
{ d@iéing unit. Such unit

“H/K” means, prosp droelectric project’s water-to-energy
conversion factor used to foreé t such project’s potential energy production
per unit of tuifﬁ\me discharge, expressed as MW per kefs, or retrospectively,
for any gi gn per1od of time, the value equal to a hydroelectric project’s
g@gratwn divided by such project’s average turbine discharge,
W per kefs.

be exceed %%wn:hout express consent from project operators, owners, or other
éderal agencies responsible for establishing such Operating Constraints.

Pacific Prevailing Time (PPT), Monday through Saturday, excluding holidays
as designated by the North American Electric Reliability Corporation
ﬁNERC) BPA may update this definition as necessary to conform to
standards of the Western Electricity Coordinating Council (WECC), North
American Energy Standards Board (NAESB), or NERC.

2.82 “Hydraulic Link Adjustment” means the adjustment to Idaho Falls’
simulated McNary inflow that is equal to the difference between Idaho Falls’
Calibrated Simulator Discharge for Chief Joseph and the measured Chief
Joseph discharge, pursuant to section 3.7 of Exhibit M.
2.83 “Incremental Cost” shall have the meaning as defined in section 5.8.1.
09PB-13056, Idaho Falls 10




2.84

2.85

2.86

2.87

2.88

2.89

2.90

2.91

2.92

“Incremental Side Flows” shall have the meaning as defined in section 2 of
Exhibit M

“Initial Slice Customers” shall have the meaning as defined in section 1 of
Exhibit Q.

“Initial Slice Percentage” or “ISP” means the percentage that is determined

pursuant to section 5.3.2 after January 1, 2009, and prior to May 1, 2011, and
is the basis for determining Idaho Falls’ Slice Percentage for each Fiscal Year
pursuant to section 5.3.3.

“Initial CHWM” means the sum of all Existing Customers’ C¥
determined in the CHWM Process pursuant to section 4.1,
“Integrated Network Segment” shall have the meani
section 14.1.

“Interchange Points” means the points where Balanging Authority Areas
interconnect and at which the interchange Jetween Balancing

“Interim Slice Implementatjon Pr%c'»
defined in section 5.10.1.¢

ns: (1) hours ending 0100 through 0600 and
2300 through#240: onday through Saturday, and (2) all hours
on Sunday® and holidays as designated by NERC. BPA may update this
g@g%fary to conform to standards of the WECC, NAESB, or

3 ggfumbia Complex” or “LCOL Complex” means the four hydroelectric
projeé'}:s“* ocated on the lower reach of the Columbia River, consisting of
McNary, John Day, The Dalles, and Bonneville.

#Lower Snake Complex” or “LLSN Complex” means the four hydroelectric

" projects located on the lower reach of the Snake River, consisting of Lower

Granite, Little Goose, Lower Monumental, and Ice Harbor.

2.96 “Majority” shall have the meaning as defined in section 5.12.1.
2.97 “Maximum Additional Slice Amount” shall have the meaning as defined in
section 1 of Exhibit Q.
2.98 “Maximum Slice Amount” shall have the meaning as defined in section 1 of
Exhibit Q.
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2.99 “Megawatt-day” or “MWd” means a unit of electrical energy equal to
24 megawatt-hours.

2.100 “Monthly Reimbursement Value” means the value determined by dividing the
amount Idaho Falls is billed for a month under the applicable Customer
Charges, as described pursuant to section 5.1 of the TRM, by the sum of:

(1) Idaho Falls’ ASOE for such month and (2) the amount of Idaho Falls’
Surplus Slice Output energy that is curtailed during such month.

2.101 “Monthly Shaping Factors” means the monthly factors, as specﬁ%gd e
section 1.2 of Exhibit C, that are multiplied by Idaho Falls’ ann%l Tierk
Block Amount in order to determine Idaho Falls’ monthly Jiex,1 Bl&wk»

Amounts for each month of a Fiscal Year. @

2.102 “Multiyear Hydroregulation Study” shall have the
section 2 of Exhibit N. wg@%

2.103 “Net Generation” means the total electric g@grg&%ﬁ}o uiced at a hydroelectric
project as reduced by the electric energy nsum&‘d@bgsuch project for station
service purposes.

est Power Act” means the Pacific Northwest Electric Power
Planmng and Conservation Act, 16 U.S.C. §839, Public Law No. 96-501, as
amended.

2.1()%# “Notice Deadlines” means the dates established in section 9.1.1.

2.109 “Onsite Consumer Load” means the electric load of an identified retail
consumer of Idaho Falls that is directly interconnected or electrically
interconnected on the same portion of Idaho Falls’ distribution system with a
Consumer-Owned Resource of that same identified retail consumer such that
no transmission schedule is needed to deliver the generation from the
Consumer-Owned Resource to the consumer load.
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2.110

2.111

2.112

2.113

2.114

2.115

2.116

2.117

2.121

2.122

2.123

“Operating Constraints” means the operating limits, project operating
requirements, and non-power constraints that are the result of implementing
Federal Operating Decisions or Prudent Operating Decisions.

“Operating Plan” shall have the meaning as defined in section 5.8.1.

“Operating Rule Curves” or “ORC” means the forebay operating limits
established for a reservoir pursuant to operating agreements in effect, and as
modified to reflect Operating Constraints, that are used to determine such
reservoir’s upper forebay operating limit (upper ORC) or lower fo
operating limit (lower ORC).

“Operating Year” means the period, beginning each Augustslsand ehding the
following July 31, that is designated under the Pacific Nrthweg;g ) 4
Coordination Agreement (PNCA) for resource planning and operational
purposes.

“Pacific Northwest Coordination Agreement” ¢r “PNGA” aneans Contract
No. 97PB-10130, as such agreement may %;@g}%@n eﬁr replaced, among
BPA, the U.S. Army Corps of Engineersathe Burdau’of Reclamation, and
certain generating utilities in the Region Hhiat sets forth the terms and
conditions for the coordinated operatisi,o rating resources in the
Region.

“Point of Delivery” o “POD’
from a transmissicn pro

%eans {he'point where power is transferred
to, Idaho Falls.

“Point of Mgﬁéﬁ%ﬁgg” or “POM” means the point at which power is measured.
K

“Power;,g‘skzx ic
within BPA

eans the organization, or its successor organization,
t 18 responsible for the management and sale of Federal

reliminar; Nét Requirement” shall have the meaning as defined in

“Prelgl nary Slice Amount” shall have the meaning as defined in section 1 of
Exhibit Q.

“Preliminary Slice Percentage” means a preliminary Slice Percentage that is
established and set forth in Exhibit J as of the Effective Date.

“Primary Points of Receipt” shall have the meaning as defined in section 14.1.

“Project Storage Bounds” or “PSB” means the Storage Content amounts
associated with the upper ORC and lower ORC in effect at a project.

“Prudent Operating Decision” means a decision made by Power Services
operations staff, in their exercise of reasonable judgment, that modifies the
operating range applied to any project or projects that comprise the FCRPS
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for the purpose of meeting any BPA obligation, including but not limited to
Federal Operating Decisions, except actions taken by Power Services solely to
sell surplus power to loads BPA is not contractually obligated to serve under
section 5 of the Northwest Power Act. Prudent Operating Decisions are
applied for a finite period of time and in a manner that proportionally affects
the amount of power from such project or projects that is available to BPA, to
Idaho Falls under this Agreement, and to other Slice Customers under their
respective Slice/Block Power Sales Agreements.

2.124 “Purchase Periods” means the time periods established in sectio

2.125 “Quorum” shall have the meaning as defined in section 5.12.

2.126 “Rate Case Year” means the Fiscal Year ending }élor to ¢! ericement
of a Rate Period. The Rate Case Year 1mmed1ate€y follo ’
and is the year in which the 7(1) Process for the ne
conducted.

2.127 “Rate Period” means the period of time durn%\ hich a specific set of rates
established by BPA pursuant to the TR( is 1nter°’i‘é§§d§ to remain in effect.

2.128 “Rate Period High Water Mark” 1 : H%ll have the meaning as
defined in the TRM, the de n1tlo { %€ recited in section 6.6.1.

2.129 “Region” means the B cific “3s defined in section 3(14) of the
Northwest Power Ac

¢ ) 5
2.130 “Renewable %Q&gy Certificates” or “RECs” shall have the meaning as
defined insection 1 of Exhibit H.

2.131

“ k Pro Vct as specified in Exh1b1t C; or (3) Idaho Falls’ actual Net
emént for such month, less monthly amounts purchased under the
Blocﬁ%groduct as specified in Exhibit C.

“Resource Support Services” or “RSS” means the Diurnal Flattening Service
nd Forced Outage Reserve Service BPA provides to support resources that
are renewable resources and are Specified Resources used to serve Total
Retail Load after September 30, 2006, and may in the future include other
related services that are priced in the applicable 7(1) Process consistent with

the TRM.

2.133 “RHWM Augmentation” means the amount of augmentation to the Tier 1
System Firm Critical Output BPA calculates in each RHWM Process that is
needed to meet the total of all RHWMs. This calculation assumes every
customer is able to purchase at Tier 1 Rates up to its full RHWM and is
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determined by adding Augmentation for Initial CHWM and Augmentation
for Additional CHWM.

2.134 “RHWM Process” means a public process BPA conducts, during the Forecast
Year prior to each 7(1) Process (beginning with the WP-14 7() Process), in
which BPA will calculate, as described in section 4.2 of the TRM, the
following values for the upcoming Rate Period:

(1) RHWM Tier 1 System Capability, including RHWM Augmentation;

) each customer’s RHWM;

(3) each customer’s Forecast Net Requirement; and

4) each customer’s Above-RHWM Load.

2.135 “RHWM Tier 1 System Capability” means theilier tem Firm Critical

Output plus RHWM Augmentation. g

2.136 “RP Augmentation” means the 7(1) Proc%s foréegst of the amount of power
BPA needs on an annual basis to purchasé for each Rate Period to meet all
customers’ Forecast Tier 1 Load.

2.137 “SCA” or “Slice Computer Apyhca 10n” means BPA’s proprietary computer
hardware software i related processes, developed, updated, and
Qnsf?f ng of: (1) the Simulator; (2) the BOS Module;
(3) the Default User Interface; $§nd (4) other related processes, including but
not 11m1ted to”géan}mumcatlons scheduhng, electromc taggmg and accounting

“Schéﬁuling Hour XX” means the 60-minute period ending at XX:00. For
example Scheduling Hour 04 means the 60-minute period ending at

2.142 “Scheduling Points of Receipt” shall have the meaning as defined in
section 14.1.

2.143 “Simulated Operating Scenaric” means the simulated operation of the
Simulator Projects, including the discharge amounts, generation amounts,
and forebay elevations, as determined by the Simulator.
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2.144

2.145

2.146

2.147

2.148

2.149

2.150

2.151

2.152

2.156

“Simulated Output Energy Schedule(s)” means the amount of energy that is
calculated by the Simulator as Idaho Falls’ simulated generation amount
associated with each Simulator Project.

“Simulator” or “Slice Water Routing Simulator” means the Slice Computer
Application (SCA) module used to determine Idaho Falls’ Slice Output and
Delivery Limits available from the Simulator Projects.

“Simulator Initialization Time” shall have the meaning as defined in
section 2 of Exhibit M.

“Simulator Modeling Period” shall have the meaning as definﬁ secggn 2
of Exhibit M. '

“Simulator Parameters” means the operating para plicable to the
Simulator Projects and which BPA develops as inp: ‘i%ulator to
hibit M.

“Slice/Block, P%\g@r Sales Agreement” means this Agreement and all other
agreements with Slice Customers that provide for the sale of the Slice/Block

%%?d the jock Product to meet its regional consumer load obligation
AS descrlbed in §ection 3.1.

“Slice Implementation Group” or “SIG” means the group that includes
fepresentatives from BPA, Idaho Falls, and all other Slice Customers
established pursuant to section 5.12.

“Slice Output” means the quantities of energy, peaking energy, storage, and
ramping capabilities available from the Tier 1 System Resources, as adjusted
for Tier 1 System Obligations and established pursuant to the SCA or an
alternate procedure under section 5.10 or Exhibit O, that Idaho Falls is
entitled to purchase under the Slice Product, as determined by applying
Idaho Falls’ Slice Percentage to such quantities.
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2.157

2.158

2.159

2.160

2.161

2.162

2.163

2.164

2.165

2.16

2.168

2.169

“Slice Output Energy” means the energy made available to Idaho Falls under
the Slice Product.

“Slice Percentage” means the percentage set forth in section 2 of Exhibit K
applicable during each Fiscal Year that is used to determine the Slice Output
that is made available to Idaho Falls.

“Slice Percentage Adjustment Ratio” or “SPAR” shall have the meaning as
defined in section 1.1 of Exhibit K.

“Slice Percentage Determination Requirements Load” shall have
as defined in section 1 of Exhibit Q

“Slice Product” means BPA’s power product und §whlc
defined herein is sold to Idaho Falls pursuant to the ter nd ¢onditions set
forth in section 5 of this Agreement. i

“Slice Storage Account” or “SSA” shall have the
section 2 of Exhibit N. ;

. Sy
“Slice True-Up Adjustment Charge’ m%hns the amount charged to each
Slice Product customer determined#ifihe Swy%e‘*‘True Up Adjustment in

accordance with section gﬁ%f the:TRYV &

planning basis, but may b ~.;)é%%ded in real-time after coordinating with
project opergfi '§, OWDers, or other federal agencies responsible for
establishing such Operating Constraints.

Y &ability or maximum hourly purchase amount greater
fts that Idaho Falls is required by statute or has agreed to
ts Total Retail Load. Each such resource is 1dent1f1ed as a

“Spill” means water that passes a hydroelectric project without producing
energy, including Bypass Spill, Elective Spill, Fish Spill, and Forced Spill.

“Statement of Intent” shall have the meaning as defined in section 2.3 of
Exhibit C.

“Storage” means the ability of the Tier 1 System Resources to alter energy
production among hours, days, and months by impounding water or releasing
impounded water.

“Storage Content” means the amount of water stored in a project’s reservoir,
expressed in thousands of second-foot-days (ksfd). The Storage Content is
typically calculated based on a conversion of such reservoir’s measured
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2.170

2.171

2.172

2.173

2.174

2.181

2.182

forebay elevation, expressed in feet, to ksfd through the use of an established
elevation-to-content conversion table.

“Storage Energy”’ means the amount of energy that would be produced if a
project released a specified amount of Storage Content, and is determined by
multiplying such Storage Content by a specified H/K, such as the project’s at-
site H/K or the combined H/K of the project and specified downstream
projects.

“Storage Offset Account” or “SOA” means the account BPA maintainps that
records the cumulative amount by which Idaho Falls’ simulated Storag:
Content associated with each Simulator Project deviates fromy
Storage Content for each such Simulator Project.

“Super Majority” shall have the meaning as defi%;@zd in segtion 5{12.1.

“Surplus Firm Power” means firm power that is,dp exc
obligations, including those incurred under seftions
Northwest Power Act, as available.

“Surplus Slice Output”’ means, for any ‘month, the amount of Slice Output
Energy (and associated capacity) thétdg,avail s@b@le to Idaho Falls under
eds Idaho Falls’ Requirements Slice

System” means the collection of resources and contract purchases
that cq%iprise the Tier 1 System Resources and the collection of contract
loads‘and obligations that comprise the Designated BPA System Obligations.

Tier 1 System Capability” means the Tier 1 System Firm Critical Output
plus RP Augmentation.

“Tier 1 System Firm Critical Output” means the Firm Critical Output of
Tier 1 System Resources less Tier 1 System Obligations.

“Tier 1 System Obligations” the amount of energy and capacity that BPA
forecasts for the Designated BPA System Obligations over a specific time
period.
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2.183

2.184

2.185

2.186

2.187

2.188

2.189

2.190

2.191

2.193

“Tier 1 System Resources” means the Federal System Hydro Generation
Resources listed in Table 3.1 of the TRM; the Designated Non-Federally
Owned Resources listed in Table 3.2 of the TRM; and the Designated BPA
Contract Purchases listed in Table 3.3 of the TRM.

“Tier 2 Block Amount” means the amount of Firm Requirements Power made
available to Idaho Falls under the Block Product that is sold at Tier 2 Rates.

“Tier 2 Cost Pools” means all of the Cost Pools to which Tier 2 Costs will be
allocated by BPA.

“Tier 2 Load Growth Rate” means a Tier 2 Rate at which Load@%
customers may elect to purchase Firm Requirements Powgeusi
with section 2.2 of Exhibit C.

“Tier 2 Rate” means the Tier 2 Rate as defined in thé

“Tier 2 RECs” shall have the meaning as defiged ction 1 of Exhibit H.

‘“‘i%}h customers may elect
cordance with section 2.4 of

“Tier 2 Short-Term Rate” means a Tieg&
to purchase Firm Requirements Power’1
Exhibit C. ¢

“Tier 2 Vintage Rate” mean
. d

purchase Firm Requ

Exhibit C. ~

“Tiered Ratiggg\\%thodology or “TRM” means the long-term methodology
establlsh&fl byQBPA in a Northwest Power Act section 7(i) hearing as the
Tiered Rz ‘Meff 1odology to implement the Policy (as defined in the TRM)

construct o @gﬂmg BPA’s Priority Firm Power rates for serving load under

interruptible loads
transfer loads of other utilities served by Idaho Falls

any loads not on Idaho Falls’ electrical system or not within Idaho
Falls’ service territory, unless specifically agreed to by BPA

“Transfer Service” means the transmission, distribution and other services
provided by a Third Party Transmission Provider to deliver electric energy
and capacity over its transmission system.
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2.194

2.195

2.196

2.197

2.198

3. SLICE/BLOCK POWER PURCHASE OBLIGATION

3.1

3.2

“Transmission Services” means the organization, or its successor
organization, within BPA that is responsible for the management and sale of
transmission service on the Federal Columbia River Transmission System.

“Uncontrollable Force” shall have the meaning as defined in section 21.

“Unsold Slice Amount” shall have the meaning as defined in section 1 of
Exhibit Q.

“Unsold Slice Percentage” shall have the meaning as defined in segsion 1 of
Exhibit Q.

“Unspecified Resource Amount” means an amount of ﬁr%erxex V, K8
sections 3 and 4 of Exhibit A, that Idaho Falls h%s agreed to supplyand use
to serve its Total Retail Load. Such amount is né)gi attributed to% Specified
Resource. §

Slice/Block Product Purchase Obligation

Commencing on October 1, 2011, and C&S?l%ii\ ing for the duration of this
Agreement, BPA shall sell to Idahe@%]&s, andgldaho Falls shall purchase
from BPA, the Slice/Bloc;@ff §<roduc§$w ichginéludes: (1) a planned amount of
Firm Requirements I;gwer ﬁ%der t@%,%%& Product as set forth in sections 1
and 2 of Exhibit C; afid (2) Slice Outptt under the Slice Product pursuant to
section 5 and Exhibit'T

Take or ng .
Tdaho Fall§ shall pay rates established by BPA in a 7(1) Process, for: (1) the

at Idaho Falls is obligated to purchase pursuant to
d ,@ the Slice Output, including the amounts of Slice Output
nakes available under the Slice Product that Idaho Falls is

Appl‘lation of Dedicated Resources
Idaho Falls agrees to serve a portion of its Total Retail Load with the
Dedicated Resources listed in Exhibit A as follows:

1) Specified Resources that are Generating Resources shall be listed in
section 2.1 of Exhibit A,

2) Specified Resources that are Contract Resources shall be listed in
section 2.2 of Exhibit A, and

(3) Unspecified Resource Amounts shall be listed in section 3.1 of
Exhibit A.
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Idaho Falls shall use its Dedicated Resources to serve its Total Retail Load,
and specify amounts of its Dedicated Resources in the tables shown in
Exhibit A, as stated below for each specific resource and type.

3.3.1 Specified Resources

3.3.1.1 Application of Specified Resources
Idaho Falls shall use the output of all Specified Resources,
listed in section 2 of Exhibit A, to serve Idaho Falls’ Total
Retail Load. BPA shall determine Idaho Falls’ Net;
Requirement using the amounts listed in the then current,
Exhlblt A for each Flscal Year. The amounts l1sted are Jot

3.3.1.2 Determining Specified Resour@
Idaho Falls shall state, for eac ]
section 2 of Exhibit A, firm en; rg mouy ts for each Diurnal
period and peak amounts ; mc‘;%th beginning with the
later of the date the r ce wa&d@ﬁmated to load or

October 1, 2011, thro ; earlier of the date the resource

consultayon %ho F 115 shall determine the ﬁrm energy
amounts forach Biurnal'period and peak amounts for each

section 2 of: ixhibit A pursuant to section 3.4.

3.3.2 Unﬁpe ied Resource Amounts

Application of Unspecified Resource Amounts

rve Above-RHWM Load that Idaho Falls commits to
meet with Dedicated Resources in Exhibit C, Idaho Falls
€hall provide and use Unspecified Resource Amounts to meet
any amounts not met with its Specified Resources listed in
section 2 of Exhibit A.

Determining Unspecified Resource Amounts

By September 15, 2011, and by each September 15 thereafter,
the Parties shall calculate, and BPA shall fill in the tables in
section 3.1 of Exhibit A with, Idaho Falls’ Unspecified
Resource Amounts for the upcoming Fiscal Year. Upon
termination or expiration of this Agreement any Unspecified
Resource Amounts listed in Exhibit A shall expire, and Idaho
Falls shall have no further obligation to apply Unspecified
Resource Amounts.

3.4 Peak Amount Methodologies
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3.4.1 Standard for Calculating Resource Peak Amounts
The peak amounts for Idaho Falls’ Specified Resources will be stated
at a future time in Exhibit A. Such resource peak amounts will be
developed contemporaneously and consistent with the determination
of peak energy amounts pursuant to Section 3.4.2. If BPA determines
it is necessary to update such resource peak amounts in order to
incorporate different resource peaking capability determination
standards, then BPA may, consistent with BPA’s 5(b)/9(c) Policy and
in accordance with section 3.4.3, develop and apply such revised
resource peaking capability determination standards.

3.4.2 Method for Determining Peak Energy Amounts *

The amounts of peakmg energy Idaho Falls has pux;cha ed toumeet its

such time that peak energy amounts are s ated i hib A, the

amounts of peaking energy available to Idah%’f” ) ¥ois provided
under the Block Product and as calculate ice Computer
lating the

Application. BPA may adopt a method%
amounts of peaking energy ava1lab§,ew El%%o talls under this
Agreement. Before peak energy am ounts 11%?37 be applied in Exhibit A,
BPA shall: (1) complete a procéss dopt a methodology, pursuant to
section 3.4.3, which shall clﬁ“’dgg,a cs clfl)atlon of Idaho Falls’ total
peak load, Idaho %ﬂs pea% ng't em‘:arg%F capability from its resources,
and BPA’s peakmg energy b ‘ty for the Federal system, and

(2) upon completion ofisuch ss, in consultation with Idaho Falls
calculate thie peakjenergy amounts in accordance with the
methodology adopted“afid. enter such amounts into Exhibit A. The
appli cat1¢ of any such methodology shall not by itself reduce BPA’s
ob igation to provide peaking energy otherwise available under this
%Ag eemen to less than Idaho Falls’ net requirement peak stated in
PA and Idaho Falls shall take such actions and make

1 1flcat1ons including to the Slice Computer Application,

led ‘;§jﬁ1mely implement any such methodology.

Proeess for Modifying Peak Amounts
A 5’ methodology for determining the peak energy capability of
Specified Resources as described in section 3.4.1, or Idaho Falls’ peak
* energy amounts available from BPA under this Agreement, as
described in section 3.4.2, will be developed by BPA in a public
process, including consultation with Idaho Falls and other interested
parties, a formal public comment process, and a record of decision.
Except as otherwise agreed by Idaho Falls and BPA, any such
methodology shall not require modification of the peak amount of any
Specified Resource, or the peak energy amounts listed in Exhibit A,
until the first Fiscal Year of the Rate Period following BPA’s written
notice to implement the revised peaking capability standard, which
shall be given to Idaho Falls at least 180 days before the start of such
Fiscal Year.
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3.5 Changes to Dedicated Resources

3.5.1 Specified Resource Additions to Meet Above-RHWM Load
By written notice to BPA, Idaho Falls may elect to add Specified
Resources to section 2 of Exhibit A to meet any obligations Idaho Falls
may have in Exhibit C to serve its Above-RHWM Load with Dedicated
Resources. Idaho Falls shall determine amounts for such Specified
Resources in accordance with section 3.3.1.2 by June 30, 2011, and by
June 30 of each Fiscal Year thereafter. BPA shall revise Exhibit A
consistent with Idaho Falls’ elections.

3.5.2 Resource Additions for a BPA Insufficiency Noti¢
If BPA provides Idaho Falls a notice of insufficiency=and rediic
purchase obligation, in accordance with se{gtmn 23.2, tgﬁ%il 1da.
may add Dedicated Resources to replace amo nts“”()f Firmy
Requirements Power BPA will not be providi etovnsufficiency.
The Parties shall revise Exhibit A to reflekt such ditions.

3.5.3 Decrements for 9(c) Export
If BPA determines, 1n accordan%

in the amount of Firm Requi
then BPA shall nomﬁy Idah’g

such dec%ment then withln 30 days of such notification BPA shall
%\ n%pemfled Resource Amounts to section 3.2 of Exhibit A in the
d for the duration of such decrement.

11stéd in the tables of Exhibit A consistent with Idaho Falls’ resource
emoval elections made in accordance with section 10.

“ Permanent Discontinuance of Resources
Idaho Falls may permanently remove a Specified Resource listed in
section 2 of Exhibit A, consistent with the 5(b)/9(c) Policy on statutory
discontinuance for permanent removal. If BPA makes a
determination that Idaho Falls’ Specified Resource has met BPA’s
standards for a permanent removal, then BPA shall revise Exhibit A
accordingly. If Idaho Falls does not replace such resource with
another Dedicated Resource, then Idaho Falls’ additional Firm
Requirements Power purchases under this Agreement, as a result of
such a resource removal, may be subject to additional rates or charges
as established in the Wholesale Power Rate Schedules and GRSPs.
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3.5.6 Resource Additions for Annexed Loads
If Idaho Falls acquires an Annexed Load after the Effective Date,
Idaho Falls shall add Dedicated Resources to Exhibit A to serve
amounts of such load for which Idaho Falls did not receive a CHWM
addition pursuant to section 1.2.2 of Exhibit B. Idaho Falls shall serve
such load with Dedicated Resources for the remainder of the Purchase
Period during which Idaho Falls acquires such load. Idaho Falls may
only purchase Firm Requirements Power at Tier 2 Rates to serve such
Annexed Load amounts, if Idaho Falls has provided BPA with its
election by a Notice Deadline for such power purchase at Tjen.2 during
the corresponding Purchase Period.

3.5.7 Resource Additions/Removals for NLSLs

3.5.7.1 To serve an NLSL listed in Exhi%%t D thagis added after the
Effective Date, Idaho Falls may add i Resources to
section 4 of Exhibit A. Idaho F@l&ma disgontinue serving
its NLSL with the Dedicated Reso%qg;s ted in section 4 of
Exhibit A if BPA determi%e%}t%ﬁ@d;ﬁo Falls’ NLSL is no
a

longer an NLSL in Ida Is’ s‘é“i@?«i”% territory.

3.5.7.2 IfIdaho Falls elects“tBiservetan’ NLSL with Dedicated

Resourcq&%{hen Ifahog%‘ a%ls $hall specify in section 4 of
Exhibét A thg maximum gmonthly and Diurnal Dedicated
Respiirce amounts that'Tdaho Falls plans to use to serve the
“ddaho Ealls shall establish such firm energy amounts
for each mo beginning with the date the resource was
dedicated to load through the earlier of the date the resource
. will be removed or September 30, 2028. Idaho Falls shall
serve the actual load of the NLSL up to such maximum
amounts with such Dedicated Resource amounts. To the
xtent that the NLSL load is less than the maximum amount
¥any monthly or Diurnal period, Idaho Falls shall have no
“ﬁﬁight or obligation to use such amounts to serve the non-
NLSL portion of its Total Retail Load. Specific arrangements
to match such resources to the NLSL on an hourly basis shall
be established in Exhibit D.

PURPA Resources

If Idaho Falls is required by the Public Utility Regulatory Policies Act
(PURPA) to acquire output from a Generating Resource, then such
output shall be added as a Specified Resource pursuant to Exhibit A.

3.6 Consumer-Owned Resources
Except for any Consumer-Owned Resources serving an NLSL, which Idaho
Falls has applied to load consistent with section 23.3.7, Idaho Falls shall
apply the output of its Consumer-Owned Resources as follows:
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3.6.1 Existing Consumer-Owned Resources
Idaho Falls has designated, in sections 7.1, 7.2, or 7.3 of Exhibit A, the
extent that each existing Consumer-Owned Resource as of the
Effective Date will or will not serve Onsite Consumer Load. Such
designation shall apply for the term of this Agreement.

3.6.2 New Consumer-Owned Resources
Idaho Falls shall designate the extent that each Consumer-Owned
Resource commencing commercial operation after the Effective Date
will or will not serve Onsite Consumer Load. Idaho Falls shall make
such designation to BPA in writing within 120 days of th
production of energy by such resource. Such designati6
for the term of this Agreement.

Consistent with Idaho Falls’ designations, BPA sh;
Owned Resources serving Onsite Consumer#tioad in*seetion 7.1 of
Exhibit A, Consumer-Owned Resources g ©nsite Consumer
Load in section 7.2 of Exhibit A, and Cd
serving both Onsite Consumer Load‘%n‘
Consumer Load in section 7.3 of 1bit Ay

3.6.3 Application of Consumep<®?
Consumer Loa “
Power generated from, Consu
section 7.1 ofdxhibit A shall serve Idaho Falls’ Onsite Consumer
Load. Idah$ Fal §sl l‘y‘iﬁ,.tjeceive no compensation from BPA for excess

power generated on any:hour from such resources.

3.6.4 A@ﬁlic%t on of Consumer-Owned Resources Serving Load
Other than Onsite Consumer Load
alls shall ensure that power generated from Consumer-Owned
listed in section 7.2 of Exhibit A is scheduled for delivery
517 (1) sold to another utility in the Region to serve its Total
dil Léad, (2) purchased by Idaho Falls to serve its Total Retail
Load (consistent with section 3.3), (3) marketed as an export, or

4)fany combination of (1), (2), and (3) above.

¢ Application of Consumer-Owned Resources Serving Both
Onsite Consumer Load and Load Other than Onsite Consumer
Load

If Idaho Falls designates a Consumer-Owned Resource to serve both
Ounsite Consumer Load and load other than Onsite Consumer Load
then Idaho Falls shall select either Option A or Option B below.

3.6.5.1 Option A: Maximum Amounts Serving Onsite
Consumer Load
If Idaho Falls selects this Option A, then Idaho Falls shall
specify, in section 7.3 of Exhibit A, the maximum hourly
amounts of an identified Onsite Consumer Load that are to
be served with power generated by an identified Consumer-
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Owned Resource. Such amounts shall be specified as Diurnal
megawatt amounts, by month, and shall apply in all years for
the term of this Agreement. Such amounts are not subject to
change in accordance with section 3.6.6.

On any hour that the Onsite Consumer Load is less than the
specified maximum hourly amounts, all such Onsite
Consumer Load shall be served by Idaho Falls with the
identified Consumer-Owned Resource or with power other
than Firm Requirements Power. Any hourly amounts of the
identified Onsite Consumer Load in excess of the'spe
maximum hourly amounts shall be served with
Requirements Power. Any power genera:%e

identified Consumer-Owned Respurce infexcessjof
specified maximum hourly amount hall@e applied to load
ordante with

other than Onsite Consumer Load 4
section 3.6.4. &

3.6.5.2 Option B: Maximum BP4 Onsite Consumer

Load g
If Idaho Falls selects t ption B, then Idaho Falls shall
specify, in i€ A, the maximum hourly

dnéite Consumer Load that are to
quirements Power. Such amounts

Ditirnal megawatt amounts, by month,
.1n all years for the term of this Agreement.
e not subject to change in accordance with

On any hour that Onsite Consumer Load is less than the
sp%ciﬁed maximum hourly amounts, all such Onsite
onsumer Load shall be served with Firm Requirements
er. Idaho Falls shall serve any hourly amounts of the
entified Onsite Consumer Load in excess of the specified
maximum hourly amounts with power generated by the
identified Consumer-Owned Resource or with power other
than Firm Requirements Power. Any power generated from
the identified Consumer-Owned Resource in excess of the
amounts required to be used to serve the Onsite Consumer
Load shall be applied to load other than Onsite Consumer
Load in accordance with section 3.6.4.

3.6.6 Changes to Consumer-Owned Resources
Prior to each Fiscal Year Idaho Falls shall notify BPA in writing of
any changes in ownership, expected resource output, or other
characteristic of Consumer-Owned Resources identified in section 7 of
Exhibit A. If a Consumer-Owned Resource has permanently ceased
operation and Idaho Falls notifies BPA of such cessation, then BPA
shall revise section 7 of Exhibit A to reflect such change as long as
BPA agrees the determination is reasonable.
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4.

BLOCK PRODUCT

4.1

4.2

4.3

Block Product General Description
The Block Product is sold to provide a planned amount of Firm Requirements
Power to serve a portion of Idaho Falls’ Annual Net Requirement.

Block Amount Shapes

4.2.1 Tier 1 Block Amount Shapes

the following shapes for Tier 1 Block Amounts: (1) a
Shape, or (2) a Flat Within-Month Shape. The shap e
Idaho Falls shall be specified in section 1., of Ex e%%
remain fixed during the term of this Agreeme t.

422 Tier 2 Block Amount Shape
Tier 2 Block Amounts, sold to and pur
load, shall only be made available %y
Annual Shape.

Idaho Falls for its
‘ &aho Falls in a Flat

4.2.3 Shaping Restrictigns
No shaping optionsifor Tleg 1 @sB oclg Amounts and Tier 2 Block
Amounts are p§rm1t d othéy »\thgﬁgﬁ those described in sections 4.2.1
and 4.2.2. *

ock Amounts
lock Amounts shall be determined as

Annual and Monthly Tie:
The annual a dwonthly Tier 1
follows: /

1 Yéar by subtractmg the Critical Slice Amount for such Fiscal
Year from the lesser of Idaho Falls’ Annual Net Requirement or its
WM.

Determination of Monthly Tier 1 Block Amounts

Idaho Falls’ Tier 1 Block Amounts for each month of the Fiscal Year
shall be determined by multiplying the annual Tier 1 Block Amount,
as determined pursuant to section 4.3.1, by the Monthly Shaping
Factors specified in section 1.2 of Exhibit C.

4.3.3 Annual and Monthly Tier 1 Block Amounts Specified in
Exhibit C
Idaho Falls’ annual and monthly Tier 1 Block Amounts, as determined
pursuant to this section 4.3 for each Fiscal Year, shall be specified in
section 1 of Exhibit C.
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5.

4.4

Annual Tier 2 Block Amounts

The annual Tier 2 Block Amounts, if any, sold to and purchased by Idaho
Falls, shall be specified in section 2 of Exhibit C.

SLICE PRODUCT

5.1

Slice Product General Description

The Slice Product is a system sale of power that includes requirements
power, surplus power, and hourly scheduling rights, all of which are 1ndexed
to the variable output capability of the FCRPS resources that com the
Tier 1 System, and to the extent such capability is available t -
Services after Tier 1 System Obligations and Operating Cons ts argymet.
These capabilities are accessed by Idaho Falls through the@hce omputer
Apphcat1on which shall reasonably represent and calculate th ap%blhtles

X fieFgy production,
peaking, storage and ramping capability. The EQg CO ,é;,ter Application
applies Idaho Falls” Slice Percentage to such ¢ Lh%esé@

|
The Slice Product sold by BPA and purch d by%lgﬁ”ho Falls is a power sale,
and is not under any circumstances to be'dgnstrued as a sale of the Tier 1
System Resources, Tier 1 System Ré&6urce §P§blhty, or a transfer of control
of such Tier 1 System Resﬁrces %

BPA does not guaranfee that%the am of Slice Output Energy made

lic&: d%ct combined with Firm Requirements Power
made available under the Bl ;% roduct, will be sufficient to meet Idaho
Falls’ regmn,a“f%qnsumer load, on an hourly, daily, weekly, monthly, or
annual basus ldaho Falls agrees that it has the obligation to supply

nonfed§ral> owgk,to meet its Total Retail Load not met by its purchase of
Slice Output snd power from the Block Product.

'ho Fallggunderstands and agrees it is exposed to Tier 1 System
ce risk and water supply risk.

ice Product does not provide Idaho Falls any rights to utilize Tier 1
System Resources for within-hour energy or capacity services, including but
ot limited to dynamic scheduling, self-supply of operating reserves, and self-

supply of energy imbalance. Slice Output Energy is scheduled firm for the

hour of delivery.

Notwithstanding any provision of this Agreement to the contrary, or Idaho
Falls’ rights under this Agreement, BPA and Federal operating agencies at
all times shall retain operational control of all resources comprising the
FCRPS, including without limitation all such resources that comprise the
Tier 1 System.
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5.2 Determination of Amounts of Slice Qutput Made Available to Idaho
Falls
Slice Output made available to Idaho Falls shall be adjusted by Operating
Constraints in effect on the Tier 1 System. Such Operating Constraints shall
be applied proportionately to the Tier 1 System output available to Power
Services, Idaho Falls, and all other Slice Customers.

The amount of Slice Output Energy made available to Idaho Falls is based on
a simulation of stream flows routed through the Simulator Projects, plus the

BOS Base, using the Slice Computer Application, and as adjusted,
Operating Constraints. Accordingly, Idaho Falls understands
that the amount of Slice Output Energy made available to Idd
not precisely equal the result of its Slice Percentage multlph
Tier 1 System Generation.

5.3 Preliminary Slice Percentage, Initial Slice Per

5.3.1 Preliminary Slice Percentage
Idaho Falls’ Preliminary Slice Pexc

ﬁﬁ%}be the percentage as
specified in section 1 of Exh1b1t§%“

ffective Date.

5.3.2

*ﬁan May 1, 2011, BPA shall revise
ate Idaho Falls’ Initial Slice Percentage.

section 2 of?

5.3.3 Shc%ﬁ%xcentage
No§1ate sﬁan 15 days prior to the beginning of each Fiscal Year,
" ugnth Fiscal Year 2012, BPA shall revise the table in
of Exhibit K to include Idaho Falls’ Slice Percentage for each
Year, as may be adjusted pursuant to section 1 of

Percentage Not to Exceed Initial Slice Percentage

I%\aho Falls understands and agrees that in no event shall its Slice
ercentage exceed its Initial Slice Percentage during the term of this
Agreement.

Adjustments to Slice Percentage

As set forth in section 1.3 of Exhibit K for each Fiscal Year, Idaho
Falls’ Slice Percentage shall be adjusted: (1) when the amount of
Additional CHWM for such Fiscal Year is greater than zero, or

(2) such that Idaho Falls’ purchase obligation under this Agreement
does not exceed Idaho Falls’ Annual Net Requirement for such Fiscal
Year.

5.4 Critical Slice Amount
BPA shall determine Idaho Falls’ Critical Slice Amount for Fiscal Year 2012
no later than 15 days prior to the first day of Fiscal Year 2012, and for each
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subsequent Fiscal Year no later than 15 days prior to the first day of each
such Fiscal Year, using the procedure described in section 2 of Exhibit I.

5.5 Disposition of Surplus Slice Output

5.5.1 All sales, exchanges, or other dispositions of federal power are subject
to and governed by federal law including, but not limited to, the
Bonneville Project Act, P.L. 75-329 as amended, the Pacific Northwest
Consumer Power Preference Act, P.L. 88-552, the Federal Columbia
River Transmission System Act, P.L. 93-454, and the Nort
Power Act, P.L. No. 96-501, as amended. 4

5.56.2

5.5.3

) R egion, or a statutorily enumerated type of
exchange W1th a utlhty outside the Region;

ing Surplus Slice Output to displace Idaho Falls’
nonfederal resources identified in Exhibit A, or Idaho Falls’
malcket purchases that would have been made for serving its
: gptal Retail Load; and

A sale of Surplus Slice Qutput to a BPA utility customer for
service to that utility’s Total Retail Load in the Region,
consistent with sections 3(14) and 9(c) of the Northwest
Power Act.

Idaho Falls may demonstrate such uses of Surplus Slice Qutput by
means of a storage account, executed contracts for binding sales or
exchanges, or another form of offer and acceptance.

5.5.4 Pursuant to the Pacific Northwest Consumer Power Preference Act
and section 9(c) of the Northwest Power Act, BPA shall have the right
to curtail all or a portion of Idaho Falls: (1) Surplus Slice Qutput
capacity upon 60 months written notice to Idaho Falls, and (2) Surplus
Slice Output energy upon 60 days written notice to Idaho Falls. Any
such notice shall specify the amounts and duration of the curtailment,
and whether such capacity or energy is needed to meet BPA’s capacity
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and energy requirements in the Region. Prior to issuing any such
curtailment notice, BPA and Idaho Falls shall consult in order to
determine the quantity, if any, of Surplus Slice Output energy and
capacity that may be subject to such curtailment. Such curtailments
shall be limited to Idaho Falls’ proportional share of the amount
needed, and for the duration necessary, to cover BPA’s projection of its
needs within the Region. Such curtailments are subject to

sections 5.5.5 and 5.5.6.

5.5.6 If BPA issues a notice of curtailment pursuant to section %ﬂ}%} then it
shall concurrently issue notices of curtailment, recall, or, términgati

5.5.6 urtailed pursuant

de a line item credit

to section 5.5.5 above, Power Serviﬁg shail
on Idaho Falls’ monthly customeg,bi Tgissﬁé‘g
Surplus Slice Output energy ¢ % d during the preceding month,

5.6 Disposition of Regilirements Slice'Output and Requirements Slice

Output Test

5.6.1 Dis “p"’éé?ft;jwon of Requirements Slice OQutput
Rég%cfuirements Slice Output (RSO) purchased by Idaho Falls under this
@Agrem%fg and made available by BPA shall be used solely for the
pur\ﬁi}%?g;of serving Idaho Falls’ Total Retail Load. Idaho Falls shall
aintaigzmonthly documentation establishing the delivery of RSO to

o

ve its Total Retail Load, such as by schedule or by electronic tag,

foreach Such month. Idaho Falls shall make such documentation
ava%able to BPA upon request.

b

equirements Slice Qutput Test

5.6.2.1 Submission of Monthly Actual Total Retail Load Data
On or before the 10th Business Day of each calendar month,
Idaho Falls shall submit to BPA its actual Total Retail Load
for the preceding calendar month, expressed in MWh.

5.6.2.2 RSO Test
BPA shall compare: (1) Idaho Falls’ Slice Output Energy
delivered to its actual Total Retail Load plus loss return
schedules to Transmission Services (Slice-to-Load Delivery)
during each month with (2) Idaho Falls’ RSO for each such
month. Such comparison is the monthly RSO Test.
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5.6.2.3

5.6.2.4

5.6.2.5

Notification of Results of RSO Test

On or before the 20t Business Day of each calendar month,
BPA shall notify Idaho Falls in writing of the results of the
RSO Test conducted pursuant to section 5.6.2.2.

Conditions that Result in Passage of RSO Test

1) If Idaho Falls’ Slice-to-Load Delivery in a month is
greater than or equal to its RSO for such month, then
Idaho Falls shall have satisfied the requirements of
the RSO Test for such month; or, y .

(2) If Idaho Falls’ Slice-to-Load Dehvery@m%\ a mgnth is
less than its RSO for such month ut I&; oFally
Actual Slice Output Energy (ASO or the month is
less than 107 5 percent of 1t§£ ~ dsIdaho Falls’

‘‘‘‘‘ water than
92.5 percent of its ASQ gf{ hanonth, then Idaho

Falls shall have satisfi e RSO Test for such
@ ﬂ**«rw@

month
&
Condltlonﬁ Under*Which B A May Deem Idaho Falls to
Have Satigfied tfle %@O Test

5 BE) est pursuant to section 5.6.2.4, then Idaho Falls
may, wi hln 14 calendar days after BPA provides
Idaho Falls with written notice of the RSO Test
results pursuant to section 5.6.2.3, provide BPA with
data that demonstrates Idaho Falls took reasonable
and prudent actions to otherwise satisfy the RSO Test
for such month. Such data may include analysis:
indicating Idaho Falls satisfied the RSO Test in each
of two distinct periods of ten or more consecutive days
within the month. If Power Services determines such
data and/or analysis demonstrates such compliance,
then BPA shall deem Idaho Falls to have satisfied the
RSO Test for such month. BPA shall have the sole
discretion to determine whether Idaho Falls shall be
deemed to have satisfied the RSO Test pursuant to
this section 5.6.2.5(1). BPA shall, no later than

14 calendar days following the day Idaho Falls
provides such supporting data and/or analysis, notify
Idaho Falls, in writing, of its decision as to whether or
not Idaho Falls shall be deemed to have satisfied the
RSO Test, and the basis for such decision.

) If recurring conditions exist that result in BPA
repeatedly deeming Idaho Falls to have satisfied the
RSO Test, BPA and Idaho Falls shall collaboratively
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5.6.2.6

5.7

5.8

5.8.1.3

5.8.1.4

develop documentation, through a separate letter
agreement, that establishes for a specified prospective
time period the conditions under which BPA shall
deem Idaho Falls to have satisfied the RSO Test.

Conditions that Result in Failure of RSO Test and
Associated Penalty

If Idaho Falls fails to satisfy the RSO Test per section 5.6.2.4,
and is not deemed by BPA to have satisfied the RSO Test
pursuant to section 5.6.2.5 for any month, then a_

(1) The penalty charge shall be equal toslg
under-delivered amount for such
the UAI Charge for energy h

)] The under-delivered amgd ch month is equal

to the lesser of the am ogdfalls’ monthly Slice-
to-Load Delivery i is Je (1) Idaho Falls’ RSO for
the month, or ( ectiofi?hs6.2.4(2) is applicable,
then 95 percent of Id h& Falls’ ASOE for the month.

Northwest Power Act §ect1on (rg)/ Reso%rce Acquisitions
&

Idaho Falls retains all rlghtﬁ%to p:}%

acquisitions purs 3

£ c1p e in any BPA major resource
sect1%$n 6(m of the Northwest Power Act.

o
o

Generating Station (CGS)

“Additional Energy” means the amount of energy Idaho Falls
entitled to receive if it elects not to participate in CGS
Displacements during an Election Year, and is equal to Idaho
Falls’ Slice Percentage multiplied by the difference between
the Generation Benchmark and the expected level of CGS
generation while displacement is in effect.

“Columbia Generating Station” or “CGS” means the nuclear
powered generating facility located near Richland,
Washington, and operated by Energy Northwest, or its
SUCCessor.

“CGS Displacement” means a decision by Power Services to
shut-down all or a portion of the power production at CGS
due to market conditions.

“Election Year” means the 12-month period beginning each
February 1 and ending the following January 31.
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5.8.1.5 “Generation Benchmark” means the generation level at
which Power Services reasonably expects CGS to operate,
absent any CGS Displacement, which is typically about
1,130 MWh per hour.

5.8.1.6 “Incremental Cost” means the additional costs that Power
Services would have incurred if CGS had been operated at
full capability, and CGS Displacements had not been
instituted, including the costs of nuclear fuel and variable
operations and maintenance costs, expressed in dg]

MWh.

5.8.1.7 “Operating Plan” means the forecasted CQS%nt %@
generation adopted in BPA’s firr%%&plann' ng fortFiscal Year.

5.8.2 CGS Displacement Election v s
No later than January 31, 2012, and no lager tha nuary 31 of each
calendar year thereafter during the te oj;(' is APreement, Idaho
Falls shall provide Power Services @t%‘ﬁ@hot Lo stating whether or
not it elects to participate in CG3Displacéénts for the Election Year
that begins on the following day. W&Q election shall be irrevocable for
each such Election ear, a%d*%*l%“gll ap@}f to all CGS Displacements

implemented by Pgwer Sexvices d%riﬁ’g such Election Year.

5-8-3 s B
If Idaho Falls ele%é‘g%&twg participate in CGS Displacements, then Idaho
Falls shall not be entitibd to Additional Energy.

associated with each CGS Displacement as described in
section 5.8.6. Power Services shall make such Additional
Energy available to Idaho Falls at the Scheduling Points of
Receipt.

PS shall maintain for Idaho Falls an account that will
indicate the accumulated amount of Additional Energy that
was made available to Idaho Falls during each CGS
Displacement and for each Fiscal Year.

5.8.4.3 Following the end of each Fiscal Year, Idaho Falls shall pay
an amount equal to Idaho Falls’ balance in the accumulated
Additional Energy account multiplied by the Incremental
Cost associated with each such Fiscal Year, and such account
balance shall be set to zero. Such amount shall be included
on Idaho Falls’ next power bill immediately after
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determination of the Incremental Cost pursuant to
section 5.8.5.

5.8.5 Operating Plan and Incremental Cost
Within 30 days following the date that the Operating Plan for the
upcoming Fiscal Year is adopted, Power Services shall provide Idaho
Falls such Operating Plan and the actual Incremental Cost associated
with the immediately preceding Fiscal Year.

5.8.6 Implementation of CGS Displacement

5.8.6.1 BPA shall notify Idaho Falls of any potential €G
Displacement as soon as BPA determlnessu
Displacement is likely to occur. . @

5.8.6.2 Ifa CGS Displacement occurs durinp

hourly schedules of Additi %5 ~ n
section 5.8.1.1.

5.8.6.3 Such Addlt@nal En‘ér*gy amolirits shall be computed by the
BOS Mod" as asc mpongn fIdaho Falls’ BOS schedule, as

5.9
eive a share of RHWM Augmentation in an
Percentage multiplied by the RHWM
or each Fiscal Year, as set forth in Exhibit L
5.10 i y Test, Simulator Performance Test, and

of the SCA

s out the SCA Functionality and Simulator Performance
A.shall promptly notify Idaho Falls of the results of the SCA
ity and Simulator Performance Tests.

5.10.1* Pefinitions
P 4
5.10.1.1 “Default User Interface,” or “DUI,” means the basic user
interface that is developed by BPA and made available to
Idaho Falls for access to the SCA.

5.10.1.2 “Interim Slice Implementation Procedures” means the
procedures set forth in Exhibit O that will be used on an
interim basis to determine Idaho Falls’ available Slice Output
and Delivery Limits in the event the SCA Implementation
Date occurs after October 1, 2011, pursuant to section 5.10.3.

5.10.1.3 “SCA Functionality Test” means the test set forth in
section 5.10.2 that is conducted to determine whether the
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SCA is complete, functional, and ready for daily
implementation and use.

5.10.1.4 “SCA Implementation Date” means the latest of:
(1) October 1, 2011, (2) 90 days after the SCA Pass Date, or
(3) 90 days after the Simulator Pass Date.

5.10.1.5 “SCA Pass Date” means the date on which the SCA passes
the SCA Functionality Test.

5.10.1.6 “Simulator Pass Date” means the date on whic%j ‘
Simulator passes the Simulator Performance #'es

5.10.1.7 “Simulator Performance Test” means the tes :
BPA and consisting of four separate test! Stgrage Content
test, an energy test, a peaking testgand a raip down test,
each as separately described in sbgtio of Exhibit M.

5.10.2 SCA Functionality Test

5.10.2.1 SCA Functionality Tes
July 1,201
The 1n1t1alé‘§CA F%g;%t onality Test shall be conducted by BPA
no later thah s July™ ;

nducted No Later Than

5.10.2.2 Dé ernn;i@;&%tlﬁ“n of SCA Functionality Test Procedures
BPA, in consultdtion with Idaho Falls and other members of
he SIG, shall, by April 15, 2011, establish a detailed written
%descrlptmn of the validation procedures that will comprise
ithe SCA Functionality Test. Such validation procedures shall
include a comprehensive series of objective tests that
abhsh if the SCA, including the Simulator, DUI and BOS
‘dule are wholly functional and ready for daily
’fmplementatlon and use.

Implementation Date

€5.10.3.1 SCA Implementation Date Established as October 1,
2011

If the SCA Implementation Date is established as October 1,
2011, then BPA and Idaho Falls shall commence
implementation of the SCA beginning on October 1, 2011.

5.10.3.2 SCA Implementation Date Occurs After October 1,
2011
If the SCA Implementation Date is established later than
October 1, 2011, then, beginning on October 1, 2011, and
continuing until the SCA Implementation Date, BPA and
Idaho Falls shall implement the Interim Slice
Implementation Procedures, pursuant to Exhibit O.
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5.10.4 Simulator Performance Test

5.10.4.1

5.10.4.2

5.10.5 Idaho Falls Unable to Utilize DUI foe,
If, as of the SCA Implementation Dateﬁa
ready to access and utilize the DU
and continuing until 30 days afte
written notice that it is functiona
shall use the SCA todetermin

Simulator Performance Test Date

No later than August 1, 2010, BPA shall provide Idaho Falls
access to the Simulator that will be used by BPA to conduct
the Simulator Performance Test. The Simulator Performance
Test shall be conducted by BPA no later than October 31,
2010.

Simulator Fails Simulator Performance Test
If, as of October 31, 2010, the Simulator has fAile

purchase obhgatlon pursuant to Se

5

"alds is not functionally
__ nhing October 1, 2011
ho F‘*@}l provides BPA with
eady to utilize the DUI, BPA
B41ls’ hourly Delivery Requests

requests) for Grand Coulee and Chief Joseph equal to
Power Services planned Grand Coulee and Chief
Joseph’s respective generation;

» BPA shall set Idaho Falls’ Customer Inputs (elevation
requests) for the LCOL Complex projects such that
those projects pass inflow on an hourly basis; and

BPA shall set Idaho Falls’ hourly BOS amount equal to
Idaho Falls’ Slice Percentage multiplied by the BOS
Base amount (no BOS Flex allowed).

BPA shall communicate the above values to Idaho Falls
via facsimile.

5.10.5.2 Updates to Preschedule Values

Using the same criteria as set forth in section 5.10.5.1, BPA
shall revise Idaho Falls’ Customer Inputs, and submit to
Idaho Falls its revised Delivery Requests, as needed to reflect
BPA’s latest estimated generation, inflow and BOS Base
values: (1) by 1800 hours on the day prior to delivery, and
(2) by 60 minutes prior to the beginning of each hour of
delivery.
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5.11

5.10.5.3 Submission of Electronic Tags
Idaho Falls shall submit electronic tags to Power Services on
preschedule and real time, pursuant to Exhibit F, which shall
indicate energy amounts equal to Idaho Falls’ hourly
Delivery Requests established under this section 5.10.5.

(1) If energy amounts indicated on Idaho Falls’ electronic
tags are greater than its hourly Delivery Requests, then
Idaho Falls shall receive the electronic tag amounts and

(2) If energy amounts indicated
tags are less than its hourly D
Idaho Falls shall receive the el
shall forfeit the remaining Sl

5.10.5.4 Delivery Limit Penaltie
Except as described in
penalties established
the first 90 days thathe pr

4] effect, &

Q;5°3, Delivery Limit
ibit N shall not be assessed for

Slice Computer Aligiicati Development Schedule

The schedule attached hg eto as Exhibit P represents timelines under which

specific tasks associated withithe development of the SCA shall be completed.

andBPA understand and agree that: (1) the timelines specified
axg not binding and are for information purposes only, and

ineSiset forth in this section 5 are binding. BPA, Idaho Falls, and

¥512.1.1 “Majority” means at least 51 percent of the Slice
Implementation Group (SIG) members (or their alternates)
present at a meeting of the SIG at which a Quorum has been
established (counting only one representative for each Slice
Customer and for BPA, even if both the SIG member and the
alternate SIG member are present).

5.12.1.2 “Quorum” means the BPA SIG member and at least
60 percent of all Slice Customer SIG members (provided that
if an alternate SIG member is present at a SIG meeting and
the corresponding SIG member is not, the alternate SIG
member shall be counted for purposes of determining a
Quorum).
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5.12.1.3 “Super Majority” means at least 66 percent of the Slice
Customer SIG members (or their alternates) present at a
meeting of the SIG at which a Quorum has been established
(counting only one representative for each Slice Customer,
even if both the SIG member and the alternate SIG member
are present).

5.12.2 Slice Implementation Group

5.12.2.1 The Parties anticipate that implementation i iss
regarding the Slice Product or the Slice Comp
Appl1cat10n and that a forum is needed fg

Slice Customers. The SIG is hereby
purposes of: (1) considering, estab
modlflcatlons to the Slice Com

energy, peaking, storage, as
(2) considering, establishin fe
to the Slice Computer ication ecessary for Idaho Falls
and other Slice Custi ol
ntf (3fe fablishing a clearinghouse for
¢ Slice Product and the Slice

and (4) establishing a forum for
other issues regarding the Slice Product, the

an alternate SIG member to attend SIG meetings.
ppointment of a SIG member and an alternate SIG member
H initially be made in writing submitted to BPA and all
other Slice Customers, and thereafter to the SIG chairperson.
The Slice Customer SIG members shall elect a SIG
chairperson each year who shall conduct SIG meetings. Any
SIG meeting may be conducted by telephone conference call.
Any action of the SIG, except as otherwise provided herein,
shall be made by Majority vote of the SIG members (or any
alternates acting in the absence of SIG members) attending
the SIG meeting in person or by telephone. The SIG may
adopt rules and procedures, including dates, times, and
locations of meetings, as it deems necessary or desirable. A
meeting may be called by any-SIG member or alternate by
providing all other SIG members and alternates with written
notice at least seven calendar days in advance of such
meeting, setting forth the date, location, and subject matter
of such meeting. The SIG shall meet at least once during
each Fiscal Year.
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5.12.2.3

5.12.2.4

BPA shall have the right in its sole discretion to implement
the upgrades, replacements and changes described in

sections 5.12.2.3(1) through 5.12.2.3(3) only to the extent it
determines such implementation is consistent with the Slice
product as described in section 5.1, and only after: (1) such
implementation and related testing is reviewed and discussed
by the SIG; and (2) such upgrades, replacements and changes
have been subjected to testing as determihed by BPA to be
relevant and sufficient to demonstrate that each upgrade,
replacement, or change functions as intended anddges not
cause any other portion of the SCA to malfunction. S
implementation by BPA shall not be subject t
the SIG. Notwithstanding BPA’s sole discretig
implement such upgrades, replaggments{and es, 1daho
Falls may dispute BPA’s determinatjon of

section 5.1 regarding any such upgfades
changes, in accordance with section 22.%
dispute resolution process such upgradesreplacement, or
change is determined to b SHiSistent with section 5.1, then
BPA, Idaho Falls, and oh merﬁ“‘b@i’gof the SIG shall consult
to identify modificatioris that make such upgrade,
replacement, or chaﬁ%@»rconéiété@nt with section 5.1, and BPA
shall progiptly i %lem%wn%sﬁ%yh modifications.

o P

uter Application as necessary to produce results
tha ea@gnably represent the energy production,
peaking, storage, or ramping capability of the Tier 1
System.

BPA may change, upgrade or replace the Slice
Computer Application as necessary to maintain
functionality with BPA’s internal business processes
and systems.

BPA may determine how Operating Constraints are
translated into Simulator Parameters for application
within the Slice Computer Application, and in a
manner that reflects in the Slice Computer
Application the impacts of such Operating Constraints
on the Tier 1 System.

Subject to the procedures set forth below and except as
otherwise provided in section 5.12.2.3, BPA or any Slice
Customer may propose changes to the Slice Computer
Application. Any such proposal shall be made in writing and
be provided to all members of SIG. The proposal shall state
the change or changes proposed, the reasons for such
proposed change or changes, the expected impacts or benefits,
and the time frame of implementation.
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5.12.2.5 Following receipt of written notice proposing a change to the
SCA pursuant to section 5.12.2.4, the SIG chairperson shall
convene the SIG to discuss such proposed change(s). The SIG
shall decide, using its normal rules of procedure, the type of
analysis (if any) that should be performed on the proposed
change(s), and, as applicable, whether the proposed change(s)
shall be further considered.

of the SIG to discuss the proposed change(s), anid
modifications thereto. If BPA elects to su m\%&h
change(s) for public comment, ’ch&gSIG chairpet:
postpone any vote on the proposed changé(s) fo

process.

5.12.2.7 At a meeting of the SIG, th%§3 person shall put to a
vote the question of whet ler the‘“ﬁ%@fosed change(s) should
be recommended for infﬁpl entation. If a Majority of the SIG

members vote in favoriof in?f?l}éfjnenting the proposed

£

change(S}ﬁ ent

opoSedgzhange(s) will be implemented
by BPA unléis: j :

3t BPA SIG member opposes the proposed change(s),
in whiehi case the proposed change(s) shall not be
adopted, and the Slice Computer Application shall not
be revised; or

the BPA SIG member approves the proposed
change(s), and one or more Slice Customer SIG
members who voted against the implementation of the
proposed change(s) request in writing to all SIG
members, within 10 calendar days of the Majority vote
approving such implementation, a second vote by all
Slice Customer SIG members on the question of
whether the proposed change(s) should be
implemented. In this event, implementation shall be
deferred until such second vote is taken. Such second
vote shall be taken within 20 calendar days of the date
of such Majority vote. If a Super Majority of the Slice
Customer SIG members affirm the proposal under
such second vote to implement the proposed change(s),
then the proposed change(s) will be implemented. Ifa
Super Majority of the Slice Customer SIG members
does not affirm under such second vote to implement
the proposed change(s), then the proposed change(s)
will not be implemented.
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5.13 Creditworthiness
Idaho Falls shall execute a Creditworthiness Agreement with BPA prior to or
coincident with execution of this Agreement.

5.14 True-Up Adjustment Charge

5.14.1 Interest Rate Applied to Slice True-Up Adjustment Charge and
Time Periods During Which Interest is Applied
BPA shall calculate a Slice True-Up Adjustment Charge annually
pursuant to section 2.7.4 of the TRM.

5.14.1.1 Determination of Interest Rate
Interest shall be computed and added to }be hes
Adjustment Charge using the d%%y simpéa‘f intérestaate. The
daily simple interest rate shall be tl}y}g Prime Ra‘&‘ for Large
Banks as reported in the Wall StreétJournglet successor
publication in the first issue of tlie FiscalYear in which the

Slice True-Up Adjustment Charg ( gl@ﬁlated, divided by

365. The daily simple int Xe will be fixed on the first

If the Slice True-Up Adjustment Charge is a credit to
Idaho Falls, then the period for interest computation
will begin with the first day of the Fiscal Year in which
the Slice True-Up Adjustment Charge is calculated, and
will end on the due date of the bill that contains such
credit.

If the Slice True-Up Adjustment Charge is a charge
payable to BPA, then the period for interest
computation will begin with the first day of the Fiscal
Year in which the Slice True-Up Adjustment Charge is
calculated, and will end, with regard to the portion to be
paid, on the due date for each of the three monthly bills
in which the Slice True-Up Adjustment Charge appears.
If Idaho Falls elects to pay the charge in one month,
then Idaho Falls shall notify BPA in writing and the
period for interest computation will begin with the first
day of the Fiscal Year in which the Slice True-Up
Adjustment Charge is calculated and will end on the
due date for the next monthly bill issued following the
day such Slice True-Up Adjustment Change is
calculated.
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(3) Ifa credit or charge contained in a Slice True-Up
Adjustment Charge is subject to dispute resolution
pursuant to Attachment A of the TRM or has been
reserved for final disposition in the next 7(i) Process, all
pursuant to the TRM, and if there is an adjustment to
such credit or charge as a result thereof, then the period
for the interest calculation shall begin on the first day of
the Fiscal Year in which the disputed Slice True-Up
Adjustment Charge was calculated and will
specified in section 5.14.1.2(1) or (2) dependi
whether the adjustment is a credit or a ¢ha

6. TIERED RATE METHODOLOGY o

6.1 BPA has proposed the TRM to FERC for either conﬁ ; afid approval for
a period of 20 years (through September 30, 20%&9&91" a dgclaratory order that
the TRM meets cost recovery standards. The% ectgve TRM shall apply
in accordance with its terms and shall govern stablishment, review
and revision pursuant to section 7(i) of N ort%@é Power Act, of all rates
for power sold under this Agreement. ¢

6.2  In the event that FERC %ﬁggoves%?

eARM for a period less than through
September 30, 2028, or issues a de

la%g?g%éﬁy order that the TRM meets cost
recovery standards é’ia peri g less than through September 30, 2028, BPA

shall, before the a}%fﬁre“ %}%g of the TRM expires: (1) propose
continuation of the TRM in aring conducted pursuant to section 73i) of
the Northwﬁg ywer Act or its successor; and then (2) resubmit the TRM to

Any disputes over the meaning of the TRM or rates or whether the
\dministrator is correctly implementing the TRM or rates, including but not
limited to matters of whether the Administrator is correctly interpreting,
applying, and otherwise adhering or conforming to the TRM or rate, shall

(1) be resolved pursuant to any applicable procedures set forth in the TRM;
(2) if resolved by the Administrator as part of a proceeding under section 7(i)
of the Northwest Power Act, be reviewable as part of the United States Court
of Appeals for the Ninth Circuit’s review under section 9(e)(5) of the
Northwest Power Act of the rates or rate matters determined in such

section 7(i) proceeding (subject to any further review by the United States
Supreme Court); and (3) if resolved by the Administrator outside such a
section 7(i) proceeding, be reviewable as a final action by the United States
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6.5

6.6

Court of Appeals for the Ninth Circuit under section 9(e)(5) of the Northwest
Power Act (subject to any further review by the United States Supreme
Court). The remedies available to Idaho Falls through such judicial review
shall be Idaho Falls’ sole and exclusive remedy for such disputes, except as
provided in the next paragraph.

Any knowing failure of BPA to abide by the TRM, or any BPA repudiation of
its obligation here and under the TRM to revise the TRM only in accordance
with the TRM sections 12 and 13 procedures for revision, would be a matter

of contract to be resolved as would any other claim of breach of coptract
under this Agreement. For purposes of this paragraph, when th
dispute between BPA and Idaho Falls concerning what the TR
requires, a “knowing failure” shall occur only in the event,th
Court of Appeals for the Ninth Circuit or, upon further réview
States Supreme Court rules against BPA on its position &

BPA shall not publish a Federal Register Not
TRM that prohibits, limits, or restricts Id
or brief issues on rate matters regardin
the TRM or establishment of BPA rates p
purposes of BPA’s conform&nce to pHiskp, :
include budgetary and program levelissues.

18" right to submit testimony
meﬁ%ﬁ*‘g or implementation of

; uailt to it, provided however for
’h a “rate matter” shall not

r ardipg BPA rates or the

The TRM establish dﬁ) BPAlas of t e@ﬁﬁective Date includes, among other

Average Megawatts), computed for each customer in
ith section 4 of the TRM. For each customer with a

in the RHWM Process for each applicable Rate Period. The
CHWM Contract specifies the CHWM for each customer.

ate Period High Water Mark” or “RHWM” means the amount,

# calculated by BPA in each RHWM Process (as defined in the TRM)
pursuant to the formula in section 4.2.1 of the TRM and expressed in
Average Megawatts, that BPA establishes for each customer based on
the customer’'s CHWM and the RHWM Tier 1 System Capability (as
defined in the TRM). The maximum planned amount of power a
customer may purchase under Tier 1 Rates each Fiscal Year of the
Rate Period is equal to the RHWM for Load Following customers and
the lesser of RHWM or Annual Net Requirement for Block and
Slice/Block customers.

“Contract Demand Quantity” or “CDQ” means the monthly
quantity of demand (expressed in kilowatts) included in each
customer’s CHWM Contract that is subtracted from the Customer
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System Peak (as defined in the TRM) as part of the process of
determining the customer’s Demand Charge Billing Determinant (as
defined in the TRM), as calculated in accordance with section 5.3.5 of
the TRM.

6.6.2 Rate Period High Water Mark Calculation (from section 4.2.1 of the
TRM):

Expressed as a formula, the RHWM will be calculated by BPA for each
customer as follows: )

CHWM

scawnr < TISC

RHWM =

where:

pressed in Average

.lwc%ﬁ:@f’ome "Contract High Water Marks,

1nclu§:i@mg thosefor c%stomers without a CHWM

s HWM Tier 1 System Capability (as defined
in the TRM D), averaged for the Rate Period

%,

FY 2013. BPA shall establish Idaho Falls’ RHWM for the next Rate Period
September 30, 2012, and for subsequent Rate Periods by September 30 of
each Forecast Year thereafter. BPA shall establish Idaho Fallss RHWM in
the manner defined in section 4.2 of the TRM that was current as of the
Effective Date.

7.3 Contract Demand Quantities (CDQs)
BPA shall establish Idaho Falls’ CDQs pursuant to the TRM. Idaho Falls’
CDQ@Qs are listed in Exhibit B.

8. APPLICABLE RATES
Purchases under this Agreement are subject to the following rate schedules, or their
successors: Priority Firm Power (PF), New Resource Firm Power (NR), and Firm
09PB-13056, Idaho Falls 45
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Power Products and Services (FPS), as applicable. Billing determinants for any
purchases will be included in each rate schedule. Power purchases under this
Agreement are subject to BPA’s Wholesale Power Rate Schedules, established in
accordance with the TRM, as applicable, and its GRSPs (or their successors).

8.1

8.2

8.3

8.4

Priority Firm Power (PF) Rates
BPA shall establish its PF power rates that apply to purchases under this
Agreement pursuant to section 7 of the Northwest Power Act, and in
accordance with the TRM. BPA shall establish PF power rates that include
rate schedules for purchase amounts at Tier 1 Rates and purchasggmounts
at Tier 2 Rates. Idaho Falls’ purchases of: (1) Tier 1 Block A
specified in section 1 of Exhibit C, and (2) Critical Slice Amo
in section 2 of Exhibit I, shall be at Tier 1 Rates. Idaho Falls
Tier 2 Block Amounts, if any, shall be at the applicable T§4
accordance with the terms of section 2 of Exhibit C.

New Resource Firm Power (NR) Rate
Pursuant to sections 23.3.6 and 23.3.7, Idaho Fall ea to serve NLSLs
with Dedicated Resources or Consumer-O Ve outces listed in section 4
or 7.4, respectively, of Exhibit A. g "

By

FPS)Rate

Firm Power Products and Sergi”c )
1da o’g%alls at the FPS rate, if any, are

Services sold under this Agteemen
listed in Exhibit D.

Additional Charge ;
Idaho Falls may incur add al charges or penalty charges as established in
the Wholesal wer Rate Schedules and GRSPs, including the Unauthorized
Increase Gh

ainationiand Notice to Serve Above-RHWM Load

ig}ghaﬂ determine and provide notice, as described below, to BPA
ther Idgho Falls shall serve its Above-RHWM Load that is greater than
1 @1;6& 8,760 megawatt-hours with either: (1) Firm Requirements Power
purc}iggg d from BPA at a Tier 2 Rate or rates, (2) Dedicated Resources, or
(3) a §pecific combination of both (1) and (2). Idaho Falls shall make such
determination and provide such notice as follows:

9.1.1 Notice Deadlines and Purchase Periods
Notice Deadlines and corresponding Purchase Periods are as follows:

Notice Deadline Purchase Period
November 1, 2009 For FY 2012 - FY 2014
September 30, 2011 For FY 2015 - FY 2019
September 30, 2016 For FY 2020 - FY 2024
September 30, 2021 For FY 2025 — FY 2028
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9.1.2 Elections to Purchase at Tier 2 Rates
By each Notice Deadline, Idaho Falls shall elect in writing to
purchase, or not to purchase, Firm Requirements Power at Tier 2
Rates for at least the upcoming Purchase Period. If Idaho Falls elects
to purchase Firm Requirements Power at Tier 2 Rates, then Idaho
Falls shall make such election pursuant to sections 2.2 through 2.4 of
Exhibit C. BPA shall update Exhibit C to state Idaho Falls’ Tier 2
Rate purchase elections.

9.1.3 Elections Not to Purchase at Tier 2 Rates
If Idaho Falls elects under section 9.1.2 not to purchase
Requirements Power at Tier 2 Rates to serve Above-R
Purchase Period, BPA shall update section 2.1 of Exh% 7
such election. Such election shall not eliminate afiy exi 1n
obligation that extends into the Purchase Perjod §
purchase Firm Requirements Power at Tiereé

nd1cate

beyon dto

9.1.4 Failure to Make an Election
If Idaho Falls makes no election by a Degadline in section 9.1.1
for the corresponding Purchase %, Id@?@jﬁ“‘%aﬂs shall be deemed to
have elected not to purchase Fifm*Requirements Power at Tier 2
Rates to serve Above,RHW] : épt for any existing obligation
to purchase such pcg s ‘into the Purchase Period or
beyond.

9.2 Tier 2 Rate Alters
Subject to the requ1rements (o} s section 9 and those stated in Exhibit C,
Idaho Fallz@g?f%ﬂ have the right to purchase Firm Requirements Power at
Tier 2 V1 tage,Rates and Tier 2 Short-Term Rates.

9.3

] MARKETING AND RESOURCE REMOVAL
*%thls section 10, any Dedicated Resources added to Exhibit A

rlghts under th1s sect1on In addition, any Dedicated Resource
nts or amounts purchased at a Tier 2 Rate that would otherwise be made
eh gfor removal or remarketing due to the addition of resources under section

do not have temporary resource removal or remarketing rights under this
sect1on.

10.1 Definition of Preliminary Net Requirement
“Preliminary Net Requirement” means BPA’s forecast of Idaho Falls’ Net
Requirement for each Fiscal Year prior to the removal of any resources in
accordance with this section 10.
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10.2 Resource Removal and Remarketing of Tier 2 Purchase Amounts -
First Fiscal Year of Each Rate Period
If Idaho Falls’ Preliminary Net Requirement for the first Fiscal Year of an
upcoming Rate Period is less than the sum of: (1) Idaho Falls’ RHWM, and
(2) Idaho Falls’ Tier 2 Rate purchase amounts, as stated in Exhibit C, then
Tier 2 remarketing and removal of New Resources shall apply for such year
to the extent necessary to comply with section 10.4. If such remarketing and
removal of New Resources applies, then by August 31 of the applicable Rate
Case Year, Idaho Falls may notify BPA of the order and associated amounts
of Idaho Falls’ Tier 2 Rate purchase amounts that BPA shall remg and
the New Resources Idaho Falls shall remove for the upcoming Fifi
compliance with the requirements of section 10.4 would cause’
remove part or all of any New Resource that Idaho Falls %gs&

or federal renewable resource standard or other ggmparable 1 ob gation,

then Idaho Falls shall have the right to substitute i
Resources for the same amount of Existing Resourét
to comply with section 10.4, provided that the }gpj;;gly,
amounts so removed shall be equal to the houﬁy, ;
amounts provided by the New Resources th@ i
otherwise been obligated to remove.

rtent necessary
thly, and Diurnal

If Idaho Falls does not provide BPA
with the preceding paraggh th
associated amounts of Tier 2y
the extent necessa comply with

10.3 Resource Removal and Ré &vrketing of Tier 2 Purchase Amounts -
Subseque%ti%cal Years of Each Rate Period
For each gfibsequent Fiscal Year of each Rate Period, the process established

Riscal Year, Idaho Falls may notify BPA of the order and
iated gmounts of Existing Resource removal for the upcoming Fiscal

If Ida“f% Falls does not provide BPA with such timely notice, then BPA shall
determine the order of and associated amounts of Existing Resource removal
for the upcoming Fiscal Year.

10.4 Extent of Removal for the First Fiscal Year of Each Rate Period
Tier 2 remarketing and resource removal pursuant to section 10.2 shall apply
until:

¢)) the remarketed Tier 2 Rate purchase amounts plus the removed New
Resource amounts equal the amount by which Idaho Falls’ Tier 2 Rate
purchase amounts plus its RHWM exceed its Preliminary Net
Requirement, or
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&) all of Idaho Falls’ Tier 2 Rate purchase amounts are remarketed and
all of its New Resources are removed.

10.5 Extent of Removal for Subsequent Fiscal Years of Each Rate Period
For each subsequent Fiscal Year of a Rate Period, Tier 2 remarketing and
resource removal pursuant to section 10.3 shall apply as stated in
section 10.4. In addition, if Idaho Falls’ Preliminary Net Requirement for the
applicable subsequent Fiscal Year of a Rate Period is lower than Idaho Falls’
Preliminary Net Requirement for the first Fiscal Year of the same Rate
Period, then resource removal shall apply to Idaho Falls’ Existing,
As long as Idaho Falls has Existing Resources to remove, the
removal shall equal the lesser of: (1) the remaining amount th
RHWM exceeds its Preliminary Net Requirement, or (2) i
between Idaho Falls’ Preliminary Net Requirement for th
and Idaho Falls’ Preliminary Net Requirement for the
Fiscal Year of the Rate Period. If Idaho Falls’ Prelitn:
for the applicable subsequent Fiscal Year of ag

v e subsequent
P @ﬁﬁequirement
is greater than or
equal to Idaho Falls’ Preliminary Net Requireine
the same Rate Period, then resource rem ‘}é sKH
Existing Resources.

10.6 Partial Resource Removal
When only a portion of a §§ecifie L Rest
Amounts is being re
shall be removed prof
resource that Idahf I

Unspecified Resource

tion 10.2 or 10.3, such resources
ortionally to maintain the same annual shape for the
has established in Exhibit A.

%

10.7 Rounding Qf%r 2 Rate Purchase Amounts

10.8

ipplicable charges or credits associated with BPA’s remarketing of
purchase dmounts of Firm Requirements Power at Tier 2 Rates. Except as

any amounts of its Dedicated Resources, Specified or Unspecified, that are
removed pursuant to sections 10.2 or 10.3.

10. Removal of Resources Taking DFS

The following shall apply for any Dedicated Resources: (1) for which Idaho
Falls is purchasing DFS under this Agreement, and (2) that are partially or
entirely removed in accordance with sections 10.2 or 10.3.

10.9.1 Idaho Falls shall continue to supply the entire amount of any such
resources to BPA consistent with applicable provisions stated in
Exhibit D.
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10.9.2 BPA shall remarket the amounts of any such resources that are
removed pursuant to sections 10.2 or 10.3 in the same manner BPA
remarkets Tier 2 Rate purchase amounts in section 10.8. BPA shall
continue to provide DFS in accordance with applicable provisions in
Exhibit D to any amounts of such resources that remain after resource
removal.

11. RIGHT TO CHANGE PURCHASE OBLIGATION

11.1

One-Time Right to Change Purchase Obligation

Subject to this section 11.1, Idaho Falls shall have a one-time o'ghange
its purchase obligation, identified in section 3, to another puréh oblmon

available from BPA, including Load Following or Block.
chooses to change its purchase obligation under this se

nat1ves
Dedicated Resource add1t10ns or other notices @gﬁ&n to under this
Agreement shall continue to be applicable under th ev@purchase obhgatlon
provided that BPA may update such terms

By May 31, Falls'iiay provide written notice to BPA that

‘e its purchase obligation effective October 1,

s itatipns Due to Peak Load Increase

“‘%?%2016 BPA shall assess the aggregate effect of all requests
&chase obligations on BPA’s forecast of its total monthly
nt peak loads in the first year the changes become

ive? If the increase in this peak load in any one month exceeds
negawatts, then BPA may, after consulting with Idaho Falls and

~educe the increase in such peak load to 300 megawatts: (1) deny
Idaho Falls’ request to change its purchase obligation, or (2) approve
Idaho Falls’ request but defer the date on which Idaho Falls’ new
purchase obligation change becomes effective.

11.1.3 Charge to Change Purchase Obligation
In addition to the limitations established in section 11.1.2, Idaho Falls
may be subject to charges, in addition to the rates for the new service,
as a result of changing its purchase obligation pursuant to this
section 11.1. Such additional charges shall recover all additional costs
that: (1) will be incurred by BPA to serve Idaho Falls under its new
purchase obligation compared to its existing purchase obligation, and
(2) would otherwise result in a rate impact on all other customers
receiving service under a CHWM Contract. If Idaho Falls makes a
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request to change its purchase obligation pursuant to this section 11.1,
then by August 31, 2016, BPA shall determine and present Idaho
Falls with any such additional charges. BPA shall not be required to
make a payment to Idaho Falls as a result of Idaho Falls changing its
purchase obligation.

11.1.4 Change Confirmation
Within 30 days of BPA’s presentation to Idaho Falls of the additional
charges determined in section 11.1.3, Idaho Falls shall provide BPA
with written notice whether it wishes to proceed with its reguest to
change its purchase obligation. If Idaho Falls does not prt ‘
with such confirmation, then Idaho Falls’ existing purchas ion
identified in section 3 shall continue to apply.

Following Idaho Falls’ confirmation of its de
purchase obligation, the Parties shall amé
replace the terms of Idaho Falls’ current purel
terms of the new purchase obligatiom, ’Bﬁ% a

be effective no later than Octobe

11.2 Additional Rights to Change Pui¢h ) ”ﬁgation
In addition to the opportuﬁ%y to ¢hange 125 urchase obligation provided in
section 11.1, Idaho Falls m elec ige its purchase obligation to that
stated in section 11 74 after ¢ he occu ce of any of the events listed in

11.2.1 Sim Ig%%r Fails Simulator Performance Test
If As of,October 31, 2010, BPA has failed to perform the Simulator

mprlse the Simulator Performance Test, then Idaho Falls
its purchase obligation to that stated in 11.2.4 by

1t tten notice must be received by BPA no later than January 15,
e*%' Unless the Parties agree otherwise, the effective date of the

hange in purchase obligation to the contingent contract amendment
\all be July 1, 2011.

No Slice Output Energy Available on a Forecasted Basis

Idaho Falls may change its purchase obligation to that stated in 11.2.4
by providing written notice in accordance with section 20 not later
than 60 days after BPA forecasts, prior to the first day of any Fiscal
Year, that there will be no Slice Output Energy available for delivery
to Idaho Falls during such Fiscal Year and the immediately following
Fiscal Year, or in the event there is no Slice Qutput Energy available
to Idaho Falls during any two consecutive Fiscal Years. Unless the
Parties agree otherwise, the effective date of the contingent contract
amendment shall be October 1 of the Fiscal Year in which BPA has
forecasted that there will be no Slice Output Energy available for
delivery to Idaho Falls.
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11.2.3 Changes to Transmission Scheduling Practices
Idaho Falls may change its purchase obligation to that stated in
section 11.2.4 by providing written notice to BPA in accordance with
section 20 not later than 60 calendar days after BPA, or its successor,
adopts standards, rules, practices or procedures, that require Idaho
Falls to schedule hourly energy based on Scheduling Points of Receipt
for each of the Tier 1 System Resources from which Idaho Falls may
receive Slice Output Energy under this Agreement. Unless the
Parties agree otherwise, the effective date of the continge
amendment shall be October 1 of the Fiscal Year followi
BPA adopts such policy.

11.2.4 Alternative Requirements Power Purchase bllg \
Idaho Falls selects the Load Following Poweru ‘ligation as
the purchase obligation that it will purchaseé®iijthe evenit Idaho Falls
changes its purchase obligation under thgigven
sections 11.2.1 through 11.2.3. Not latr tha
sections 11.2.1 through 11.2.3, the Rartiss
amendment for the selected purch obh@%“tion Such contract
amendment shall contain the sdméjterms and conditions as this
Agreement, includi ricHoices made under this
Agreement that apé w purchase obligation selected
by Idaho Fall h:

11.2.5 Waiver of laims for Damages
In the event that Ida lIs changes its purchase obligation in
accoggdﬁﬁce with this section 11, Idaho Falls agrees not to seek and
hegzby waives the right, if any such right exists, to pursue any claim
amages from BPA due to any such change. This waiver is limited
ms Idaho Falls may have arising from changes to Idaho
%h‘{@se obligation under this section 11. This waiver has no
o, and Idaho Falls hereby expressly preserves, any claims
amadges arising under any other section of this Agreement.

12, EDITS AND RESIDENTIAL EXCHANGE

@ Billifig Credits

If Idaho Falls develops a Generating Resource to serve its loads, then Idaho

s falls agrees that it shall forego any request for, and BPA 1is not obligated to

# include, billing credits, as defined in section 6(h) of the Northwest Power Act,
on Idaho Falls’ bills under this Agreement. This section does not apply to any
billing credit contracts in effect as of the Effective Date.

12.2 Agreement to Limit Exchange Costs of Existing Resources
Idaho Falls agrees it will not seek and shall not receive residential exchange
benefits pursuant to section 5(c) of the Northwest Power Act other than
pursuant to Section IV(G) of BPA’s 2008 Average System Cost Methodology
or its successor. Idaho Falls recognizes that the quantity of residential load
will be determined in a subsequent policy or rate determination. Idaho Falls’
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agreement in this section 12.2 is a material precondition to BPA offering and
executing this Agreement.

13. SCHEDULING
Idaho Falls shall schedule power in accordance with Exhibit F.

14. DELIVERY

14.1 Definitions

14.1.1 “Integrated Network Segment” means those facilities of th
Columbia River Transmission System that are requiredfo
delivery of bulk power supplies, the costs for whichys
through generally applicable transmission,rates,
identified as facilities in the Integrated N%?ﬁrwrk 3
successor, in the BPA segmentation study fof
transmission rate period as determined
revising BPA’s transmission rates pur
Northwest Power Act.

14.1.2 “Primary Points of Receipt” means«
transmission systerggwhergF‘i’%Re
be made availabledy Power i“vicges %o Idaho Falls for purposes of
obtaining a long-ter rm* smission contract.

14.1.3 “Scheduling Pointigof
Northwest transmissio
availgble,by Power Services to Idaho Falls for purposes of

trafismigsion scheduling.

14.2 Service

"j;%o Fa}@ls 1s responsible for delivery of power from the Scheduling

Points of Receipt, except as provided under section 14.6.

. Idaho Falls shall provide at least 60 days’ notice to Power Services
prior to changing Balancing Authority Areas.

At Idaho Falls’ request, Power Sexvices shall provide Idaho Falls with
Primary Points of Receipt and other information needed to enable

& Idaho Falls to obtain long-term firm transmission for delivery of power
sold under this Agreement. If required by Transmission Services for
purposes of transmission scheduling, then Power Services shall
provide Idaho Falls with Scheduling Points of Receipt. Power Services
has the right to provide power to Idaho Falls at Scheduling Points of
Receipt that are different than the Primary Points of Receipt. If BPA
does provide power to Idaho Falls at Scheduling Points of Receipt that
are different than the Primary Points of Receipt, then BPA shall
reimburse Idaho Falls for any incremental, direct, non-administrative
costs incurred by Idaho Falls to comply with delivering Firm
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Requirements Power from such a Scheduling Point of Receipt to Idaho
Falls’ load if the following conditions, as outlined in (1) or (2) below,
have been met:

1 If Idaho Falls has long-term Point to Point (PTP) transmission
service (as defined in BPA’s Open Access Transmission Tariff)
for delivery of Firm Requirements Power to its load:

(A) Idaho Falls has requested long-term firm transm1ss1on
serv1ce to dehver its Firm Requlrements Po

B) Idaho Falls has submitted a@equesw
term firm PTP transmission service;
Requirements Power from the*S¢he
Receipt on a firm basis, b&@gat
granted; and

© Idaho Falls’ transmi

non-firm status und

on séhgdule was curtailed due to
TP transmlssmn service or

Idaho Falls has requested long-term firm transmission
service to deliver its Firm Requirements Power using
the Primary Points of Receipt and other information
provided by Power Services; and

Idaho Falls’ transmission schedule was curtailed due to
non-firm status under its secondary service status and

Idaho Falls can provide proof of the reimbursable costs

incurred to replace the curtailed schedule.

Liability for Delivery

daho Falls waives any claims against BPA arising under this Agreement for
non-delivery of power to any points beyond the applicable Scheduling Points
of Receipt, except for reimbursement of costs as described in section 14.2.3.
BPA shall not be liable under this Agreement for any third-party claims
related to the delivery of power after it leaves the Scheduling Points of
Receipt. Neither Party shall be liable under this Agreement to the other
Party for damage that results from any sudden, unexpected, changed, or
abnormal electrical condition occurring in or on any electric system,
regardless of ownership. These limitations on liability apply regardless of
whether or not this Agreement provides for Transfer Service.
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14.4 Real Power Losses
BPA is responsible for the real power losses necessary to deliver Tier 1 Block
Amounts and Tier 2 Block Amounts to Idaho Falls’ PODs listed in Exhibit E.

Idaho Falls shall be responsible for all real power losses associated with the
delivery of its Slice Output Energy except BPA shall be responsible for real
power losses associated with the delivery of Slice Output Energy across the
Third Party Transmission Provider’'s system to Idaho Falls’ PODs listed in
Exhibit E.

14.5 Metering Losses
BPA shall adjust measured amounts of power to account for lo‘%&s if any
that occur between Idaho Falls’ PODs and the respective B@) e%spemﬁed
in Exhibit E. @

14.6 Delivery by Transfer
Subject to the limitations in this section, BPA agke cquire and pay for
Transfer Service to deliver Firm Requirement$ Pg Surplus Firm

an amount not to

exceed Idaho Falls’ Total Retail Load or is. In the event that a

conflict exists between the provisions

Regarding Transfer Service (ARTS*®

; y for Ancillary Services, as defined in BPA’s
Open Access Transmls on Tarlff needed for Idaho Falls’ Transfer

placement at the applicable Transmission Services rate,
uccessor.

BPA shall pay for the Ancillary Service(s) charged by a Third-
Party Transmission Provider to deliver Firm Requirements
Power to the PODs listed in Exhibit E, only if Idaho Falls is
also purchasing such Ancillary Service(s) from Transmission
Services to deliver Firm Requirements Power to the PODs in
Exhibit E. If at any time Idaho Falls is not purchasing
Ancillary Service(s) from Transmission Services to deliver Firm
Requirements Power to one or more of the PODs listed in
Exhibit E, then Idaho Falls shall reimburse BPA for the
Ancillary Service(s) charges BPA has incurred from the Third
Party Transmission Provider to deliver power to such POD(s),
at the applicable or equivalent Transmission Services Ancillary
Services rate.

14.6.2 Low Voltage Delivery
Low Voltage Delivery is service over the Low Voltage Segment by any
Third Party Transmission Provider’s system. “Low Voltage Segment”
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14.6.3

14.6.4

means the facilities of a Third-Party Transmission Provider that are
equivalent to the voltage level of the facilities excluded by
Transmission Services from the Integrated Network Segment. For
Low Voltage Delivery, Idaho Falls shall pay Power Services the
applicable General Transfer Agreement (GTA) Delivery Charge, or its
successor rate, consistent with the applicable BPA Wholesale Power
Rate Schedules and GRSPs. The Parties shall list Idaho Falls’ PODs
that require Low Voltage Delivery in Exhibit E.

Direct Assignment Costs

Idaho Falls shall pay BPA for all directly assigned costs
not limited to: facility or system studies costs, construé
upgrade costs, and expansion costs, or other capitalse
directly associated with service to any Ida 10 Fall S
the Third Party Transmission Provider to P h costs shall be
consistent with Transmission Service’s “Gui #Pirect
Assignment Facilities,” and the “Final %gﬁglem: Guidelines for
Direct Assignment of Facilities Costs Ifcuy Ux
Agreements” included in BPA’s Lo, ¥
Policy, July 2007, or any other re ag%ion ofs‘ﬁg
in a BPA 7() Process.

rional Dialogue Final
policy, or as established

hrough to Idaho Falls any penalty
Party Transmission Provider that are
acquisition of Transfer Service to the PODs

ch charges may include but are not limited

the ederal Columbia River Transmission System (2) indirectly from
acilities of another transmission owner/operator, or (3) both.

Annexed Loads

BPA shall arrange and pay for Transfer Service for federal power
deliveries to serve Idaho Falls’ Annexed Load. Idaho Falls shall
provide BPA written notice of any Annexed Load acquired greater
than one Average Megawatt no later than 90 days prior to the
commencement of service to the Annexed Load. However, BPA’s
obligation to provide Transfer Service to Idaho Falls’ Annexed Load
shall be limited by the megawatt caps and process for Annexed Load
and new public customers set forth in BPA’s Long Term Regional
Dialogue Final Policy, July 2007, or any revision of that policy.
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15. METERING

15.1

Requirements for Meters ¢
BPA shall access Idaho Falls’ load meter data fos

planning. The following requirements shall a
Exhibit E.

15.1.1 BPA Owned Meters

14.6.7 Non-Federal Deliveries

If Idaho Falls has a non-federal resource or is acquiring a non-federal
resource necessary to serve its Above-RHWM Load, and Idaho Falls
has requested that BPA assist in the acquisition of transmission
services for such resource, then BPA shall offer Idaho Falls a separate
agreement for specific terms and conditions under which BPA will
obtain Transfer Service on a Third Party Transmission Provider’s
system for delivery of that resource to Idaho Falls’ system. The terms
of the agreement BPA offers to Idaho Falls shall not be subject to
section 22, Governing Law and Dispute Resolution. BPA shall develop
the agreement consistent with the principles of service S
Exhibit G.

At BPA’s expense, %gA S intain, and replace, as

€1 ed by BPA that is needed to
ower needs under this Agreement.
3 aintain and replace any BPA owned
lities. With reasonable notice from BPA and

forecast and pla ahd
Idaho Falls : r
meter on '

B .
1me, BPA or Idaho Falls determines that a BPA owned
¢tive or inaccurate, then BPA shall adjust, repair, or

shall give Idaho Falls access to meter data from the BPA owned
rs listed in Exhibit E.

Non-BPA Owned Meters

15.1.2.1 Customer Owned Meters
For all Idaho Falls owned metering equipment that is needed
by BPA to forecast and plan for Idaho Falls’ power needs
under this Agreement, [daho Falls shall give BPA direct,
electronic access to meter data from all Idaho Falls owned
meters that are capable of being accessed electronically. For
the purpose of inspection, Idaho Falls shall grant BPA
reasonable physical access to Idaho Falls’ meters at BPA’s
request.
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Idaho Falls shall operate, maintain, and replace, as necessary
at Jdaho Falls expense, all Idaho Falls owned metering
equipment.

If, at any time, BPA or Idaho Falls determines that a Idaho
Falls owned meter listed in Exhibit E is defective or
inaccurate, then Idaho Falls shall adjust, repair, or replace
the meter, or shall make commercially reasonable efforts to
arrange for the completion of such actions, to provide
accurate metering as soon as practical. BPA shall,

meters. Idaho Falls shall have t%e right
tests conducted by BPA.

15.1.2.2 Non-BPA Owned Meters Not
For non-BPA owned meters ng¢ d by daho Falls needed
by BPA to forecast and plan Tdaho %ils shall make
commercially reasonab ifforts taga?y range for such meters to
be operated, maintainé replaced, as necessary.

alls shall make commercially

: s to arrange to adjust, repair, or replace the
meter, to pr & accurate metering as soon as practical. To

Me extent possible, BPA may witness any meter tests on non-

BPA owned meters not owned by Idaho Falls listed in

“E hibit E and, with reasonable advance notice, BPA may

conduct tests on such meters. Idaho Falls shall have the

ight to witness any meter tests conducted by BPA.

on-BPA Owned Meters Owned by a Third-Party
Transmission Provider

This section 15.1.2 shall not apply to non-BPA owned meters
that are owned by a Third-Party Transmission Provider with
which BPA holds a transmission contract for service to Idaho
Falls load. In these cases the metering arrangements shall
be between BPA and the Third-Party Transmission Provider.

15.1.3 New Meters
A separate agreement addressing the location, cost responsibility,
access, maintenance, testing, and liability of the Parties with respect
to new meters shall be between Idaho Falls and Transmission
Services.

All new and replaced meters installed by BPA or Idaho Falls shall
meet the American National Standard Institute standards, including,
but not limited to, C12.20, Electricity Meters--0.2 and 0.5 Accuracy
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16.

15.2

15.3

BILLING AND PAYMENT

16.1

16.2

Classes and the Institute of Electrical and Electronics Engineers, Inc.
standard C57.13, Requirements for Instrument Transformers, or their
successors. Any new and replaced meters shall be able to record
meter data hourly, store data for a minimum of 45 days, and be
accessed electronically.

Metering an NLSL
Any loads that are monitored by BPA for an NLSL determination and any
NLSLs shall be metered pursuant to section 23.3.4.

Metering Exhibit 2
Idaho Falls shall provide meter data specified in section 17.3 4ndishall notify
BPA of any changes to PODs, POMs, Interchange Points and: (N
information for which it is responsible. BPA shq& list I ODs and
meters in Exhibit E.

Billing
BPA shall bill Idaho Falls monthly for 2
during the preceding month(s). BPA
followed by a final bill. The, '
the bill to Idaho Falls. I{géle
practical, then BPA s§all t
entire bill by Unit

ductazind services provided
end Idaho Falls an estimated bill
'd4te BPA electronically sends
16'%%31 of the entire bill is not

ary electronically, and send the

Payment

Idaho Falls ﬁﬁiﬁﬂ ay all bills electronically in accordance with instructions
on the bill Payment of all bills, whether estimated or final, must be received
by the 20 ifter the Issue Date of the bill (Due Date). If the 20tk day is a
Saturday, y, or federal holiday, then the Due Date is the next Business

4

alls has made payment on an estimated bill then:

He amount of the final bill exceeds the amount of the estimated bill,
en Idaho Falls shall pay BPA the difference between the estimated
bill and final bill by the final bill's Due Date; or

if the amount of the final bill is less than the amount of the estimated
bill, then BPA shall pay Idaho Falls the difference between the
estimated bill and final bill by the 20t day after the final bilP’s Issue
Date. If the 20tk day is a Saturday, Sunday, or federal holiday, BPA
shall pay the difference by the next Business Day.

16.3 Late Payments
After the Due Date, a late payment charge equal to the higher of:
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16.4

16.5

(@) the Prime Rate (as reported in the Wall Street Journal or successor
publication in the first issue published during the month in which
payment was due) plus 4 percent, divided by 365; or

2) the Prime Rate times 1.5, divided by 365;

shall be applied each day to any unpaid balance.

Termination
If Idaho Falls has not paid its bill in full by the Due Date it shal ay,

that Idaho Falls is unable to make the paymentsgowed,
terminate this Agreement. Written notices sent un
comply with section 20.

sect n 16.4 must

Disputed Bills

a ch’&gg@r credit on Idaho Falls’

all provide written notice to

16.5.1 If Idaho Falls disputes any porti
estimated or final bills, Idaho
BPA with a copy of the billgl '
Notwithstanding why
Falls shall pay the ent ]
does not allowIdaho F 1ls to ¢ ﬂenge the vahdlty of any BPA rate.

16.5.2 Unpaid amounts on a*bill (including both disputed and undisputed
amouy, are subject to the late payment charges provided above.
Notfice %a disputed charge on a bill does not constitute BPA’s
¢ ' that a valid claim under contract law has been stated.

%’%@. agree, or if after a final determination of a dispute
uantgh sectlon 22, Idaho Falls is entitled to a refund of any

ent to the date the refund is made. The daily interest rate shall
al the Prime Rate (as reported in the Wall Street Journal or

* successor publication in the first issue published during the month in
which payment was due) divided by 365.

16.6¢ Limit of Payment Obligations

16.6.1 The payment obligations of Idaho Falls under this Agreement shall
constitute a cost of purchased electric power and energy and an
ordinary and necessary expense of the operation of the municipal
electric system owned by Idaho Falls. The obligation of Idaho Falls to
make the payments provided for in this Agreement shall be limited to
the revenues and income of Idaho Falls’ electric utility enterprise
funds.
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16.6.2 BPA and Idaho Falls agree that (1) in no event shall the payment
obligations of Idaho Falls under this Agreement be deemed to
constitute a prohibited indebtedness or liability of Idaho Falls within
the meaning of any constitutional or statutory limitation or
restriction, and (2) Idaho Falls shall not be obligated to levy any taxes,
general or special, for the purpose of paying to BPA, or to any assignee
of BPA, any amount due under this Agreement.

17. INFORMATION EXCHANGE AND CONFIDENTIALITY

17.1 General Requirements

Upon request, each Party shall provide the other Party with
that is necessary to administer this Agreement and to for §ea§%{d
Total Retail Load, forecast BPA system load, comply with NER{
standards, prepare bills, resolve billing disputes, adminis;
Service, and otherwise implement this Agreement.¢F
obligation includes transmission and power scg’_ez&ghng
and resource metering information (such as ode-line
diagrams, loss factors, etc.). In addition, 19%1 } g
information BPA requests about Dedic ted esolinges for purposes of meeting
BPA’s statutory obligations under section‘{(b) of the Northwest Power Act.

r thi ; “i3¢hall be provided in a timely
with information Idaho Falls is
requlred to provide pursuan to th rgement and the absence of such
1nformat10n makes 1 mposs1§e for BPA to perform a calculation, make a

tion required under this Agreement, then BPA

17.2

ort and statements by Idaho Falls’ authorized officer, Idaho Falls

shall either e-mail them to BPA at kslf@bpa.gov or, if any of the

rgg‘%‘mation is publicly available, then Idaho Falls shall notify BPA of
ts availability.

17 2.2 Within 30 days after its submittal to the Energy Information
Administration (EIA), or its successor, Idaho Falls shall e-mail a copy
of its Annual Form EIA-861 Reports to BPA at kslf@bpa.gov. If Idaho
Falls is not required to submit such reports to the EIA, then this
requirement does not apply.

17.3 Meter Data

17.3.1 In accordance with section 15 and Exhibit E, the Parties shall notify
each other of any changes to PODs, POMs, Interchange Points and
related information for which it is responsible. Idaho Falls shall
ensure BPA has access to all data from load and resource meters that
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BPA determines is necessary to forecast, plan, schedule, and bill
under this Agreement. Access to this data shall be on a schedule
determined by BPA. Meter data shall be in hourly increments for all
meters that record hourly data. Meter data includes, but is not
limited to: Idaho Falls’ actual amounts of energy used or expended for
loads and resources, and the physical attributes of Idaho Falls’ meters.

17.3.2 Idaho Falls consents to allow Power Services to receive the following
information from Transmission Services or BPA’s metering function:
(1) Idaho Falls’ meter data, as specified in section 17.3.1, segtion 15,
and Exhibit E, and (2) notification of outages or load shifts

17.3.3 At least 15 calendar days in advance, Idaho Fallsg}z ll.e-m (il
(1) mdm@bpa.gov and (2) the contact shown in seftion 2
following events are planned to occur on % s’ system that will
affect the load measured by the meters listed <hibit’E:

(1) installation of a new meter, (2) chan&@ﬁ@r updates to an existing
meter not owned by BPA, (3) any planzed ] or planned meter
outages, and (4) any planned load ] i 6‘9% e POD to another.
This section 17.3.3 is not intended to appl¥agd retail meters not listed

Rk
17.3.4 Q shiftgéfw qutage dccurs, materially affecting the
load measured by thejmeterg listed in Exhibit E, then Idaho Falls
shall e-mail BPA at: () mdm@bpa.gov, and (2) the contact shown in
section 20 trs after the event.

17.4 Data for Dgt%}i:%)ining C and CDQs

Upon requést, %g\aho Falls shall provide to BPA any load and resource
sh. that:BPA determines is reasonably necessary to calculate Idaho
Falls’ CHWA nci%'CDQs. This may include historical load data not otherwise

"If BPA sends such notification, Idaho Falls shall e-mail the following

hourly data to BPA at kslf@bpa.gov according to the schedule below. Idaho

wh'alls shall submit such data in a comma-separated-value (csv) format with
the time/date stamp in one column and load amounts, with units of
measurement specified, in another column.

17.5.1 By December 31, 2009, Idaho Falls shall send to BPA Idaho Falls’
actual hourly Total Retail Load data for Fiscal Year 2002 through
Fiscal Year 2009.

17.5.2 By December 31, 2010, Idaho Falls shall send to BPA, Idaho Falls’
actual hourly Total Retail Load data for each Point of Delivery for
Fiscal Year 2010.
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17.5.3 By December 31, 2011, and by December 31 of each year thereafter,
Idaho Falls shall send BPA Idaho Falls’ actual hourly Total Retail
Load data for the immediately preceding Fiscal Year.

17.6 Total Retail Load Forecast
By June 30, 2011, and by June 30 of each year thereafter, Idaho Falls shall
provide BPA a forecast of Idaho Falls’ monthly energy and Idaho Falls’
system coincidental peak of Idaho Falls’ Total Retail Load for the upcoming
ten Fiscal Years. Idaho Falls shall e-mail the forecast to BPA at
kslf@bpa.gov, in a comma-separated-value (csv) format. IdahoF
send the csv file with the following data elements in separate€oly

(1) four-digit calendar year,

@) three-character month identifier,
3) monthly energy forecast,

4) unit measurement of monthly e
(5)
(6)

17.7 Transparency of Net Re

17.7.1 Da

) fﬁfMa e Publicly Available
@?&y\% , 2011, and by July 31 every year thereafter, BPA shall

Idaho Falls’ measured Total Retail Load data for the previous
Fiscal Year in monthly energy amounts and monthly customer-
system peak amounts,

BPA’s forecast of Idaho Falls’ Total Retail Load, for the
upcoming Fiscal Year, in monthly energy amounts and
monthly customer-system peak amounts, and

3) Idaho Falls’ Dedicated Resource energy and peak amounts for
the upcoming Fiscal Year and the previous Fiscal Year.

17.7.2 Waiver of Confidentiality and Comment Process
Idaho Falls waives all claims of confidentiality regarding the data
described above. Idaho Falls may provide comments regarding the
published data to BPA within ten Business Days after notification.
After reviewing any comments and no later than 60 days from the
date BPA originally releases such data, BPA shall make available a
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final set of data and an explanation of any changes to Idaho Falls and
all other customers with a CHWM.

17.8 Confidentiality
Before Idaho Falls provides information to BPA that is confidential, or is
otherwise subject to privilege, or nondisclosure, Idaho Falls shall clearly
designate such information as confidential. BPA shall notify Idaho Falls as
soon as practicable of any request received under the Freedom of Information
Act (FOIA), or under any other federal law or court or administrative order,
for any confldentlal 1nformat10n BPA shall only release such conﬁ ential

court or administrative order. BPA shall limit the use and dig
confidential information within BPA to employees who negd:
administering this Agreement. @

17.9 Resources Not Used to Serve Total Retail Loa ;
Idaho Falls shall list in section 6 of Exhibit A a]liGeneraging Resources and
Contract Resources Idaho Falls owns that aref (1 Specified Resources
listed in section 2 of Exhibit A, and (2) greaterthan 200 kilowatts of
nameplate capability. At BPA’s reque ho F4llg*shall provide BPA with
additional data if needed to verify the mation listed in section 6 of
Exhibit A.

& o
18. CONSERVATION AND RENEW%BLIE1
18.1 Conservation

18.1.1 Evahi%t ons
@P%expense, BPA may conduct, and Idaho Falls shall cooperate
s ion impact and project implementation process
' o assess the amount, cost-effectiveness, and reliability of
in BPA’s or Idaho Falls’ service area.

eva
ser

Aishall select the timing, frequency, and type of such evaluations.
__ shall do so with reasonable consideration of Idaho Falls’ and
aho Falls’ consumers’ needs.

18.1.2 Reporting Requirements

18.1.2.1 This section 18.1.2.1 does not apply if Idaho Falls’ Total
Retail Load from the most recent prior Fiscal Year is
25 annual Average Megawatts or less, or if Idaho Falls
purchases all of its power from BPA to serve its Total Retail
Load. Beginning June 1, 2010, and no later than June 1
every 2 years thereafter, Idaho Falls shall submit a 10-year
conservation plan stating Idaho Falls’ projection of planned
conservation, including biennial conservation targets. This
requirement may be satisfied by submitting any plans Idaho
Falls prepares in the normal course of business if the plans
include, or are supplemented by, the information required
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above. This includes plans required under state law (such as
the Washington State Energy Independence Act
(RCW 19.285)).

18.1.2.2 Idaho Falls shall verify and report all cost-effective (as
defined by section 3(4) of the Northwest Power Act) non-BPA-
funded conservation measures and projects savings achieved
by Idaho Falls through the Regional Technical Forum'’s
Planning, Tracking and Reporting System or its successor
tool. Verification protocols of conservation measy nd
projects, reporting timelines and documentation
requirements shall comply with BPA’s Energy
Implementation Manual or its successor. 4

18.2 Renewable Resources

18.2.1 Renewable Energy Certificates

BPA shall transfer Renewable Energy Certifigates"(RECs), or their

18.2.2 Reporting Requirements
This section 18.2.2

les€or if Idaho Falls purchases all of

25 annual AveraggiMega

its power from BPA tg serve f%al Retail Load. If Idaho Falls’
Total Retail‘%u@{%l is above 25° ual Average Megawatts, the
following re’h%’- ay be satisfied by submitting plans and
reports Idaho Falls yires in the normal course of business as long
as sgﬁ%&gns and reports include the information required below.

B n%‘g%September 1, 2012, and by September 1 every year

er, Idaho Falls shall provide BPA with the following:

upﬁgl ted information on power forecasted to be generated over
tHe forthcoming calendar year by renewable resources with
nameplate capabilities greater than 200 kilowatts, including
net metered renewable resources operating behind the BPA
meter, used by Idaho Falls to serve its Total Retail Load, under
Exhibit A. Such information shall include: project name, fuel
type(s), location, date power purchase contract signed, project
energization date, capacity, capacity factor, remaining term of
purchase (or if direct ownership remaining life of the project),
and the percentage of output that will be used to serve Idaho
Falls’ Total Retail Load that calendar year. Where resources
are jointly owned by Idaho Falls and other customers that have
a CHWM Contract, Idaho Falls may either submit a report on
behalf of all owners or identify the customer that will submit
the report;
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2) the amount of all purchases of RECs used to meet
requirements under state or federal law for the forthcoming
calendar year; and

3) if Idaho Falls is required under state law or by Transmission
Services to prepare long-term integrated resource plans or
resource forecasts, then Idaho Falls shall provide Power
Services with updated copies of such or authorize Transmission
Services to provide them directly to Power Services.

19. RESOURCE ADEQUACY

successor, forecasted loads and resources data to facilit%ée a ,
of loads and resources in a format, length of time, and level of d

After consultation with the Regional Resource Adeq grumgitor a successor, BPA
may require Idaho Falls to submit additional datﬁ& ﬁhwest Power and
Conservation Council (Council) that BPA determines is fige€ssary for the Council to
perform a regional resource adequacy assess::%awﬁff%‘}%"1

The requirements of this section ) are \géi\.{@ i%ldaho Falls purchases from BPA
all of its power to serve its Tos:cal Ré%l Load

20. NOTICES AND CONTATC %QRMATION
Any notice required under this Agreefient that requires such notice to be provided
under the terms of ghigigection shall be provided in writing to the other Party in one

of the following girs

1) delivered

nited States Certified Mail with return receipt requested;

y electropically, if both Parties have means to verify the electronic notice’s
¢ origid, date, time of transmittal and receipt; or

b%‘} another method agreed to by the Parties.

Notices are effective when received. Either Party may change the name or address
for delivery of notice by providing notice of such change or other mutually agreed
method. The Parties shall deliver notices to the following person and address:
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If to Idaho Falls: If to BPA:

Idaho Falls Power Bonneville Power Administration

140 South Capital 2700 Overland Avenue

P.0. Box 50220 Burley, ID 83318-3273

Idaho Falls, ID 83405-0220

Attn: Jo Elg Attn: Larry D King - PSE
Assistant Manager Account Executive

Phone: 208-612-8430 Phone: 208-678-9492

FAX: 208-612-8435 FAX: 208-678-4538

E-Mail: jelg@ifpower.org E-Mail: ldking@bpa.gov

21. UNCONTROLLABLE FORCES

21.1 A Party shall not be in breach of an obligation under, th1 Agreement to the
extent its failure to fulfill the obligation is due to ast sllable Force.
“Uncontrollable Force” means an event beyond thg able control, and
without the fault or negligence, of the Party cl he ncontrollable
Force, that prevents that Party from performingits ol
ve yoided by the exercise of
reasonable care, diligence and foresight. Whcontro ﬁlable Forces include each

event listed below to the extent it sdtisfies theforegoing criteria, but are not

1 i i tiotrof ﬁrm transmission service on BPA’s

(2 ] failgke of Idaho Falls’ distribution or transmission facilities that

":%es ork stoppage;
ﬂoz?s, earthquakes, other natural disasters, or terrorist acts; and

tnal orders or injunctions issued by a court or regulatory body having
subject matter jurisdiction which the Party claiming the
Uncontrollable Force, after diligent efforts, was unable to have stayed,
suspended, or set aside pending review by a court having subject
matter jurisdiction.

21.2 Neither the unavailability of funds or financing, nor conditions of national or
local economies or markets shall be considered an Uncontrollable Force. The
economic hardship of either Party shall not constitute an Uncontrollable
Force. Nothing contained in this provision shall be construed to require
either Party to settle any strike or labor dispute in which it may be involved.

21.83 If an Uncontrollable Force prevents a Party from performing any of its
obligations under this Agreement, such Party shall:
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22,

(@))] immediately notify the other Party of such Uncontrollable Force by
any means practicable and confirm such notice in writing as soon as
reasonably practicable;

2 use commercially reasonable efforts to mitigate the effects of such
Uncontrollable Force, remedy its inability to perform, and resume full
performance of its obligation hereunder as soon as reasonably
practicable;

3 keep the other Party apprised of such efforts on an ongoj

€)) provide written notice of the resumption of perfor

GOVERNING LAW AND DISPUTE RESOLUTIOM
This Agreement shall be interpreted consistent with gnd governed by federal law.
Idaho Falls and BPA shall identify issue(s) in dispute®#isinglout of this Agreement
and make a good faith effort to negotiate a re %on of 8ych disputes before either
may initiate litigation or arbitration. Such go Baith effort shall include discussions
or negotiations between the Partieg’ execut fagers. Pending resolution of a
contract dispute or contract issygthetwe "Pgrties or through formal dispute
resolution of a contract dispute ari i Agreement, the Parties shall

impracticable. Unless th &s:engage in binding arbitration as provided for in
this section 22, the Parties reserve't ights to individually seek judicial
resolution of any digpt g arising under this Agreement.

(}i@g@pion

bj%’ct to section 9(e) of the Northwest Power Act are not
1 ign under this Agreement and shall remain within the
#xclusiveljurisd ction of the United States Court of Appeals for the Ninth
ircuit. S@eh fihal actions include, but are not limited to, the establishment
4 the implementation of rates and rate methodologies. Any dispute
Zdingfany rights or obligations of Idaho Falls or BPA under any rate or
thodology, or BPA policy, including the implementation of such policy,
shall hot be subject to arbitration under this Agreement. For purposes of this
section 22, BPA policy means any written document adopted by BPA as a
final action in a decision record or record of decision that establishes a policy
of general application or makes a determination under an applicable statute
or regulation. If BPA determines that a dispute is excluded from arbitration
under this section 22, then Idaho Falls may apply to the federal court having
jurisdiction for an order determining whether such dispute is subject to
nonbinding arbitration under this section 22.

22.1

22.2 Arbitration
Any contract dispute or contract issue between the Parties arising out of this
Agreement, which is not excluded by section 22.1 above, shall be subject to
arbitration, as set forth below.
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Idaho Falls may request that BPA engage in binding arbitration to resolve
any dispute. If Idaho Falls requests such binding arbitration and BPA
determines in its sole discretion that binding arbitration of the dispute is
appropriate under BPA’s Binding Arbitration Policy or its successor, then
BPA shall engage in such binding arbitration, provided that the remaining
requirements of this section 22.2 and sections 22.3 and 22.4 are met. BPA
may request that Idaho Falls engage in binding arbitration to resolve any
dispute. In response to BPA’s request, Idaho Falls may agree to binding
arbitration of such dispute, provided that the remaining requirem of this
section 22.2 and sections 22.3 and 22.4 are met. Before initiatip
arbitration, the Parties shall draft and sign an agreement to &t
binding arbitration, which shall set forth the precise issuggn
amount in controversy and the maximum monetary awagd al
to BPA’s Binding Arbitration Policy or its successor

Nonbinding arbitration shall be used to resolve > dny dispuiterarising out of this
contract that is not excluded by section 22.1 a @bov‘ igfnot resolved via
binding arbitration, unless Idaho Falls not;;%e BPA at it does not wish to
proceed with nonbinding arbitration. ’

22.3 Arbitration Procedure P ‘
Any arbitration shall takefplace in
otherwise. The Partieg agreé that%
the expedient resolution of digputes; refore, the Parties shall make best

efforts to resolve aﬁr ispute within 1 year of initiating arbitration.

22.5.1 In binding arbitration, the arbitration award shall be final and
binding on the Parties, except that either Party may seek judicial
review based upon any of the grounds referred to in the Federal
Arbitration Act, 9 U.S.C. §1-16 (1988). Judgment upon the award
rendered by the arbitrator(s) may be entered by any court having
jurisdiction thereof.

#

22.5.2 In nonbinding arbitration, the arbitration award is not binding on the
Parties. Each Party shall notify the other Party within 30 calendar
days, or such other time as the Parties otherwise agreed to, whether it
accepts or rejects the arbitration award. Subsequent to nonbinding
arbitration, if either Party rejects the arbitration award, either Party
may seek judicial resolution of the dispute, provided that such suit is
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23.

brought no later than 395 calendar days after the date the arbitration
award was issued.

22.6 Arbitration Costs
Each Party shall be responsible for its own costs of arbitration, including
legal fees. Unless otherwise agreed to by the Parties, the arbitrator(s) may
apportion all other costs of arbitration between the Parties in such manner as
the arbitrator(s) deem reasonable taking into account the circumstances of
the case, the conduct of the Parties during the proceeding, and the result of
the arbitration.

STATUTORY PROVISIONS

23.1 Retail Rate Schedules @
Idaho Falls shall make its retail rate schedules availablé BP;?, as required
by section 5(a) of the Bonneville Project Act, P.L. 7 if1 30 days of
each of Idaho Falls’ retail rate schedule effectiveidates. IS requirement
may be satisfied by Idaho Falls informing BP of it Q%ub ¢ website where
such information is posted and kept curre1:;1{;:%§ :

23.2 Insufficiency and Allocations

23.

If BPA determines, consistent w1thﬁ“§”?%;on b)Y of the Northwest Power Act
and other applicable s’catigglf%rsl tha‘“ it vfflll’moéy have sufficient resources on a
planning basis to serve its loads al takmg all actions required by
applicable laws thend PA sh%l give Id4ho Falls a written notice that BPA
may restrict service : Falls. Such notice shall be consistent with
BPA’s insufficiency and allocations methodology, published in the Federal
Register on Maich 20, 1996, and shall state the effective date of the
restr1ct1o k‘th%mount of Idaho Falls’ load to be restricted and the expected

he restriction. BPA shall not change that methodology without
feemient of all public body, cooperative, federal agency and

ility customers in the Region purchasing federal power
under Q

tion 5(b) of the Northwest Power Act. Such restriction
fect' no sooner than 5 years after BPA provides notice to Idaho
. If BPA imposes a restriction under this provision then the amount of
egdirements Power that BPA is obligated to provide and that Idaho

reduded to the amounts available under such allocation methodology for
restricted service.

New Large Single Loads and CF/CTs

23.3.1 Determination of an NLSL
In accordance with BPA’s NLSL Policy, BPA may determine that a
load is an NLSL as follows:

23.3.1.1 BPA shall determine an increase in production load to be an
NLSL if any load associated with a new facility, an existing
facility, or an expansion of an existing facility, which is not
contracted for, or committed to (CF/CT), as determined by the
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23.3.1.2

23.3.1.3

23.3.2 Determination of a Facilit
BPA shall make a4
single facility, for thejpurpo
following critéri

ollowing @t@

ey

‘reasonably beyond the control of the end- ,s%%gs

Administrator, by a public body, cooperative, investor-owned
utility, or federal agency customer prior to September 1,
1979, and which will result in an increase in power
requirements of such customer of ten Average Megawatts
(87,600,000 kilowatt-hours) or more in any consecutive
12-month period.

For the sole purpose of computing the increase in energy
consumption between any two consecutive 12-month periods
of comparison under this section 23.3.1, reductionggn the

first 12-month period of comparison due to uniist

be determined by BPA, and the energy cgnsum

The Parties may agree that the ihgtall ‘ duction
equipment at a facility will exgeed dfhAverage Megawatts
consumption over any 12 ¢ i onths and such
agreement shall constitute a binﬁig LSL determination.

tten ’: fmihation as to what constitutes a

f identifying an NLSL, based on the

e

hether the oad&g operated by a single end-use consumer;

ther the load is in a single location;

whether the load serves a manufacturing process which

dgges a single product or type of product;

whether separable portions of the load are interdependent;

whether the load is contracted for, served or billed as a single
load under Idaho Falls’ customary billing and service policy;

consideration of the facts from previous similar situations; and

) any other factors the Parties determine to be relevant.

23.3.3 Administrative Obligations and Rights

23.3.3.1

23.3.3.2

Idaho Falls’ CF/CT loads and NLSLs are listed in Exhibit D.

Idaho Falls shall provide reasonable notice to BPA of any
expected increase in a single load that may qualify as an
NLSL. The Parties shall list any such potential NLSLs in
Exhibit D. If BPA determines that any load associated with a
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single facility is capable of growing 10 Average Megawatts or
more in a consecutive 12-month period, then such load shall
be subject to monitoring as determined necessary by BPA.

23.3.3.3 When BPA makes a request, Idaho Falls shall provide
physical access to its substations and other service locations
where BPA needs to perform inspections or gather
information for purposes of implementing section 3(13) of the
Northwest Power Act, including but not limited to making a
final NLSL, facility, or CF/CT determination. IdMaHs
shall make a request to the end-use consumer tpip rovu:wleﬁ
BPA, at reasonable times, physical access to ifis ct a fa ﬁlty
for these purposes. #

23.3.3.4 Unless the Parties agree pursuaéﬁ%ﬁ to sect 3.1.3 above,
BPA shall determine whether a new™ ré&n‘increase in

BPA determines that
tify, Jdaho Falls and the
%hibit/D to reflect BPA’s

existing load at a facility is an %LI@@L
the load is an NLSL, BPA shall n

Parties shall add the NLSlto™
determination. '

23.3.4 Metering an NLSL,
For any loads thajdéize m
and for any load

y BPA for an NLSL determination,
Kty that is determined by BPA to be an
NLSL, BPA niay, in i 1s§§$§t10n install BPA owned meters. If
the Parties @fﬁégre ise, Idaho Falls may install meters meeting
the exact spec1flcat1o§v3 2A provides to Idaho Falls. Idaho Falls and
BP?#iﬁ&aQ%enter into a separate agreement for the location, ownership,
cost'res onsibility, access, maintenance, testing, replacement and

i 0 ,the Parties with respect to such meters. Idaho Falls shall

eter data that BPA determines is necessary to forecast,
schedule, and bill for power.

Pndetermined NLSLs

If BPA does not determine at the outset that an increase in load is an
NLSL, then the Parties shall install metering equipment as required
by section 23.3.4 above, and BPA shall bill Idaho Falls for the increase
in load at the applicable PF rate during any consecutive 12-month
monitoring period. If BPA later determines that the increase in load
is an NLSL, then BPA shall revise Idaho Falls’ bill to reflect the
difference between the applicable PF rate and the applicable NR rate
in effect for the monitoring period in which the increase takes place.
Idaho Falls shall pay that bill with simple interest computed from the
start of the monitoring period to the date the payment is made. The
daily interest rate shall equal the Prime Rate (as reported in the Wall
Street Journal or successor publication in the first issue published
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during the month in which the monitoring period began) divided
by 365.

If BPA concludes in its sole judgment that Idaho Falls has not fulfilled
its obligations, or has not been able to obtain access or information
from the end-use consumer under sections 23.3.3 and 23.3.4, BPA may
determine any load subject to NLSL monitoring to be an NLSL, in
which case Idaho Falls shall be billed and pay in accordance with the
last two sentences of the preceding paragraph. Such NLSL
determination shall be final unless Idaho Falls proves to BRA:
satisfaction that the applicable load did not exceed 10 Ayédragé
Megawatts in any 12-month monitoring period.

23.3.6 Service Elections for an NLSL .
Idaho Falls shall serve all NLSLs with Dedi
Exhibit A that are not already being used te
Retail Load in the region. Idaho Falls a ﬁgmgs to )
Dedicated Resources on a continuous bgm
Under no circumstances shall BPA‘QL% ré
for service to such NLSLs.

rovide such
fified in Exhibit A.
to acquire firm power

23.3.7 Consumer-Owned .

nsumer served by Idaho Falls, with a facility
whole or in part, an NLSL, may reduce its
NLSL to 10 Average Megawatts in a consecutive

= 2 month per1od by applying an onsite renewable resource or
onsite cogeneration behind Idaho Falls’ meter to its facility
ggd Idaho Falls shall ensure that such resource is
continuously applied to serve the NLSL, consistent with

PA’s “Renewables and On-Site Cogeneration Option under
hé NLSL Policy” portion of its Policy for Power Supply Role
for Fiscal Years 2007-2011, adopted February 4, 2005, and
the NLSL policy included in BPA’s Long Term Regional
Dialogue Final Policy, July 2007, as amended or replaced. If
the NLSL end-use consumer meets the qualification for the
exception, then the Parties shall: (1) list the Consumer-
Owned Resource serving the NLSL in section 7.4 of Exhibit A
and (2) amend Exhibit D to add the onsite renewable resource
or cogeneration facility and the requirements for such service.

23.3.7.2 Consumer-Owned Resources that are not Renewable
Resources/Cogeneration
If Idaho Falls serves an NLSL with a Consumer-Owned
Resource that does not qualify for the renewable resource or
cogeneration exception, the Parties shall list such Consumer-
Owned Resource serving the NLSL in section 7.4 of
Exhibit A.
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23.4 Priority of Pacific Northwest Customers
The provisions of sections 9(c) and 9(d) of the Northwest Power Act and the
provisions of P.L. 88-552 as amended by the Northwest Power Act are
incorporated into this Agreement by reference. Idaho Falls, together with
other customers in the Region, shall have priority to BPA power consistent
with such provisions.

23.5 Prohibition on Resale
Idaho Falls shall not resell Firm Requirements Power except to serve Idaho
Falls’ Total Retail Load or as otherwise permitted by federal law.

23.6 Use of Regional Resources

23.6.1 Within 60 days prior to the start of each Eiscal Y I‘ o Falls shall

1 g Resource,
uéed to serve
firm consumer load in the Region and thakldah Is plans to export
for sale outside the Region in the next F1 apr For purposes of
this section 23.6, “Firm Power” me

continuously made available fro

Load, except when spch gepetét
due to an Uncontygllable Fg

alls shall provide within 30 days of such request,
1 on the planned use of any or all of Idaho Falls Generating
Resources.

ng any Purchase Period that Idaho Falls has no purchase

ration for Firm Requirements Power under section 3, Idaho Falls

1 have no obligation to notify BPA of its exports under this section;
gprovided, however, Idaho Falls shall provide notification of all

" applicable exports in Purchase Periods when it has a purchase
obligation.

Idaho Falls shall be responsible for monitoring any Firm Power from
Generating Resources and Contract Resources it sells in the Region to
ensure such Firm Power is planned to be used to serve firm consumer
load in the Region.

23.6.3 If Idaho Falls fails to report to BPA in accordance with section 23.6.1,
above, any of its planned exports for sale outside the Region of Firm
Power from a Generating Resource or a Contract Resource that has
been used to serve firm consumer load in the Region, and BPA makes
a finding that an export which was not reported was made, BPA shall

09PB-13056, Idaho Falls 74

104




decrement the amount of its Firm Requirements Power sold under
this Agreement by the amount of the export that was not reported and
by any continuing export amount. Decrements under the preceding
sentence shall be first to power that would otherwise be provided at
Tier 1 Rates. When applicable, such decrements shall be identified in
section 3.2 of Exhibit A.

23.6.4 For purposes of this section 23.6, an export for sale outside the Region
means a contract for the sale or disposition of Firm Power from a
Generating Resource or a Contract Resource during its termgthat has

will be performed in a manner that such output is no 16
not planned to be used solely to serve firm consumgus;

Region. Delivery of Firm Power outside the Regmﬁﬁ '
exchange agreement that is made consisten
5(b)/9(c) Policy will not be considered an expdtth, FirmsPower from a
Generating Resource or a Contract Reso : 1

plan“n";i*n“ criteria, or other
sed for such purposes within the

as established under PNCA res
resource planning criteria genei
Region. :

23.7 BPA Approprlatlong Refihanc

The Parties agree t A the px%glsmns "0f section 3201(i) of the Bonneville
maneging section of the Omnibus Consolidated

ct of 1996 (BPA Refinancing Act),

L,%Stat 1321, 350, as stated in the United States Code on the

re incorporated by reference and are a material term of this

P.L. 104-1 ﬁ
Effective Date

24.

or effect unless set forth in writing and signed by authorized
repre entatives of each Party.

ntire Agreement and Order of Precedence

This Agreement, including documents expressly incorporated by reference,
constitutes the entire agreement between the Parties with respect to the
subject matter of this Agreement. It supersedes all previous
communications, representations, or contracts, either written or oral, which
purport to describe or embody the subject matter of this Agreement. The
body of this Agreement shall prevail over the exhibits to this Agreement in
the event of a conflict.
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24.3 Assignment
This Agreement is binding on any successors and assigns of the Parties.
Neither Party may otherwise transfer or assign this Agreement, in whole or
in part, without the other Party’s written consent. Such consent shall not be
unreasonably withheld. Without limiting the foregoing, BPA’s refusal to
consent to assignment shall not be considered unreasonable if, in BPA’s sole
discretion: (1) the sale of power by BPA to the assignee would violate any
applicable statute, or (2) such sale might adversely affect the tax-exempt
status of bonds issued as part of an issue that finances or refinances the
Columbia Generating Station or that such sale might limit the abjlity to issue
future tax-exempt bonds to finance or refinance the Columbia
Station. Idaho Falls may not transfer or assign this Agreemef
retail consumers.

24.4 No Third-Party Beneficiaries .
This Agreement is made and entered into for the sole
and the Parties intend that no other person or ‘g@m&:ﬁy
indirect beneficiary of this Agreement. “

24.5 Waivers
No waiver of any provision or breach of t
unless such waiver is in wr1t1ng ad@”é"i’gsne e waiving Party, and any
such waiver shall not be d\ LW %er%of‘%ny other provision of this
Agreement or of any other b achig%ll

24.6 BPA Policies
Any reference Jn this Agree anb to BPA policies, including any revisions,
does not co ute agreement O%Idaho Falls to such policy by execution of
this Agregimeng, nor shall it be construed to be a waiver of the right of Idaho

S ;};&%al review of any such policy.

24.7 Ratg it.and Payment Assurance

s agre%&‘that it shall establish, maintain and collect rates or
iefht to assure recovery of its costs for power and energy and
, facilities and commodities sold, furnished or supplied by it

gl of its electric utility properties. BPA may require additional

charges may not be adequate to provide revenues sufficient to enable Idaho
Falls to make the payments required under this Agreement, or (2) BPA
sdentifies in a letter to Idaho Falls that BPA has other reasonable grounds to
conclude that Idaho Falls may not be able to make the payments required
under this Agreement. If Idaho Falls does not provide payment assurance
satisfactory to BPA, then BPA may terminate this Agreement. Written
notices sent under this section must comply with section 20.

25. TERMINATION

25.1 BPA’s Right to Terminate
BPA may terminate this Agreement if:
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(1) Idaho Falls fails to make payment as required by section 16.4, or

2) Idaho Falls fails to provide payment assurance satisfactory to BPA as
required by section 24.7.

Such termination is without prejudice to any other remedies available to BPA
under law.

25.2 Customer’s Right to Terminate

Idaho Falls may provide written notice to terminate this Agreem‘%{ma
than 60 days after: (1) a Final FERC Order is issued declining to/appré

Tiered Rate Methodology (if BPA seeks FERC’s confirmation ’
it), (2) FERC issues a final declaratory order finding that th |
meet cost recovery standards, or (3) FERC issueg:a Fina FERG: rder that
determines rates established consistent with the TRM cannot bé approved
because the TRM precludes the establishment of rat
recovery. The notice shall include a date of ter@g;i&atio hop
90 days after the date of such notice. For pur%s %h section 25.2, “Final
FERC Order” means a dispositive order byt he merits, and does not

26. SIGNATURES
The signatories represent that they dre authorized to enter into this Agreement on

behalf of the Party for whic %Tx%«y‘gs ,

CITY OF IDAHO FALLS gIDIB%A%IDAHO UNITED STATES OF AMERICA
FALLS POWER Department of Energy
Bonneville Power Administration

By

Name Larry D King
(Print/Type)

Title Account Executive

Date

(PSE-WAPOWERNCONTRACT\CUSTOMERNIDAHO FALLS\13056\13056.DOC) 11/04/08

09PB-13056, Idaho Falls 77




Exhibit A
NET REQUIREMENTS AND RESOURCES

1. NET REQUIREMENTS
Idaho Falls’ Net Requirement equals its Total Retail Load minus Idaho Falls’
Dedicated Resources determined pursuant to section 3.3 of the body of this
Agreement and listed in sections 2, 3, and 4 of this exhibit. The Parties shall not
add or remove resource amounts to change Idaho Falls’ purchase obligations from
BPA under section 3.1 of the body of this Agreement except in accordance with
sections 3.5 and 10 of the body of this Agreement.

upcoming Fiscal Year as follows:

1.1 Forecast of Total Retail Load
By September 15, 2011, and by each September
in the table below with Idaho Falls’ Total Retail
pursuant to section 17.6 of the body of this

 Iimmediately preceding
s Idaho Falls’ submitted forecast
yines Idaho Falls’ submitted

the start of the Fiscal Year if BPA detef
is reasonable or not reasonable If

tion, which may be binding arbitration
nbinding arbitration as agreed to by the
Parties, pufSuant to section 22 of the body of the Agreement, the issue of the
o BPA'’s forecast of Idaho Falls’ Total Retail Load used by
able below. Such arbitration shall not include issues of the

pphcatlon of BPA’s policies with respect to such forecast,
{mitation BPA’s 5(b)/9(c) Policy.

Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep annual

aMW
Fiscal Year 2012

Energy (MWh

Peak (MW)

W Fiscal Year 2013

Energy (MWh) &

Peak (MW)

Fiscal Year 2014

Energy (MWh)

Peak (MW)

Fiscal Year 2015

Energy (MWh)

Peak (MW)
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Annual Forecast of Monthly Total Retail Load

Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | *2pual
Fiscal Year 2016
Energy (MWh)
Peak (MW)
Fiscal Year 2017
Energy (MWh)
Peak (MW)
Fiscal Year 2018
Energy (MWh)
Peak (MW)
Fiscal Year 2019
Energy (MWh)
Peak (MW)
Fiscal Year 2020
Energy (MWh)
Peak (MW)
Fiscal Year 2021
Energy (MWh)
Peak (MW) A
Fiscal Year 2022#%:3% %
Energy (MWh) T .
Peak (MW) L ¥
Biscal Yea%ZQ}% ]
Energy (MWh) L L 4 4
Peak (MW) / I & N s
Piscal Year 2024
Energy (MWh) "
Peak (MW) |
Fiscal Year 2025
Energy (MWh)
Peak (MW)

Fiscal Year 2026

Energy (MWh)

Peak (MW)

Fiscal Year 2027

Fiscal Year 2028

Notes: Fill in the'ta ‘;g&g@bove with megawatt-hours rounded to whole megawatt-hours, with megawatts rounded to

one decimal place, a%@

nnual Average Megawatts rounded to three decimal places.

1.2 Forecast of Net Requirements

By September 15, 2011, and by each September 15 thereafter, BPA shall
calculate, and fill in the table below with, Idaho Falls’ Net Requirement
forecast for the upcoming Fiscal Year by month. Idaho Falls’ Net
Requirement forecast equals Idaho Falls’ Total Retail Load forecast, shown in
section 1.1 above, minus Idaho Falls’ Dedicated Resource amounts, shown in
section 5 below.
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On a planning basis Idaho Falls shall serve that portion of its Total Retail
Load that is not served with Firm Requirements Power with Idaho Falls’
Dedicated Resources.

Annual Forecast of Monthly Net Requirements

Oct | Nov | Dec | Jan | Feb | Mar | Apr { May | Jun | Jul | Aug | Sep a:ml
Fiscal Year 2012
Energy (MWh)
Peak (MW)
Fiscal Year 2013
Energy (MWh)
Peak (MW) el
Fiscal Year 2014 el
Energy (MWh)
Peak (MW)
Fiscal Year 2015
Energy (MWh)
Peak (MW)
Fiscal Year 2016 4%, >
Energy (MWh) N
Peak (MW) .
Figcal Yea¥ 2017 ¢
Energy (MWh) Al ’
Peak (MW) 2 [&
y FiscaliYear 2018
Energy (MWh) N
Peak (MW) )
Fiscal Year 2019
Energy (MWh)
Peak (MW)
Fiscal Year 2020
Energy (MWh)
Peak (MW)
Fiscal Year 2021

Energy (MWh)

Fiscal Year 2022

Fiscal Year 2023

Energy (MWh)
Peak (MW)

Fiscal Year 2024

Energy (MWh)

Peak (MW)

Fiscal Year 2025

Energy (MWh)

Peak (MW)

Fiscal Year 2026

Energy (MWh)

Peak (MW)
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Annual Forecast of Monthly Net Requirements

Oct | Nov | Dec { Jan | Feb { Mar | Apr | May | Jun | Jul | Aug | Sep a:ml
Fiscal Year 2027
Energy (MWh)
Peak (MW)
Fiscal Year 2028
Energy (MWh)
Peak (MW)

Note: Fill in the table above with megawatt-hours rounded to whole megawatt-hours, with me
one decimal place, and annual Average Megawatts rounded to three decimal places.

watts rounded to

2. LIST OF SPECIFIED RESOURCES o
2.1 Generating Resources -
All of Idaho Falls’ Generating Resources that are ied Resources are
listed below.
) Gem State
(A) Special Provisions ..
None. &
B)
Date of Percent of Nameplate
Fuel Type Resource Resource Used to Capability
Removal Serve Load MW)
Hydro N/A 61% 23.4
Statutory If PNCA, PNCA
Status Dispatchable? PNCA? Updates?
5b1A | 5b1B. ) 1 Yes No Yes | No Yes No
‘\»@ﬁ& X o X X
Note: Fill'in thé:table abdye with “X”s.
Cg Specified Resource Amounts
Specified Resource Amounts
1
ﬁﬁ Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug Sep a:l‘nnuhar
Fiscal Year 2012
Total (MWh)| 5702 6875 6368 7099 7106 6871 6875 0 0 0 0 4106 5.806
HLH (MWh)| 3188 3814 3561 3817 4084 3995 3820 0 \] 0 0 2190 5.796
LLH (MWh) | 2514 3061 2807 3282 3022 2876 3056 0 0 0 0 1916 5.820
Peak (MW)
09PB-13056, Idaho Falls 40f 10
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Specified Resource Amounts

Oct | Nov | Dec | Jan | Feb [ Mar | Apr | May | Jun | Jul | Aug | Sep azlcll‘l;l
Fiscal Year 2013
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 [ 6875 0 0 0 0 4106 5.794
HLH (Mwh) | 3311 | 3814 | 3424 | 3969 | 3921 [ 3847 | 3972 0 0 0 0 2190 5.792
LLH (MWh) | 2391 | 3061 | 2944 | 3130 | 2940 | 3024 | 2903 0 0 0 0 1916 5.798
Peak (MW)
Fiscal Year 2014
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 0 5.794
HLH (MWL) | 3311 | 3814 | 3424 | 3969 | 3921 | 3847 | 3972 0 0 5.810
LLH (MWh) | 2391 | 3061 | 2944 | 38130 | 2940 | 3024 | 2903 0 0 5.774
Peak (MW)
Fiscal Year 2015 - 4
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 1% o oo 4106 5.794
HLH MWh) | 3311 | 3662 | 3561 | 3969 | 3921 | 3847 | 3972 0 F 0o 2281 5.807
LLHMWh) [ 2391 | 3214 | 2807 | 38130 [ 2940 | 3024 | 2903 0 0 1825 5.778
Peak (MW)
Fiscal Year 2016
Total MWh) | 5702 | 6875 | 6368 | 7099 | 7106 | 6871 | 6875 0 0 4106 5.806
HLH MWh) | 3311 | 3662 | 3561 | 3817 | 4084 | 3995 0 0 2281 5.820
LLH (MWh) | 2391 | 3214 [ 2807 | 3282 | 3022 | 2876 0 0 1825 5.788
Peak (MW)
Figtal Yea 17
Total (MWh) | 5702 | 6875 | 6368 | 7099 | 6861 %] €871 | 6875 | 0 0 0 0 4106 5.794
HLH (MWh) | 3188 | 3814 | 3561 | 3817 | 3921 | 3995 | “8830&] o© 0 0 0 2281 | 5.781
LLH MWh) | 2514 | 3061 | 2807 | 3282 |98 ‘ 3056 0 0 0 0 1825 5.811
Peak (MW)
N “Year 2018
Total MWh) | 5702 | 6875 | 6368 | 7099, | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH (MWh) | 3188 | 3814 | 3424 3969 | 3921 | 3995 | 3820 0 0 0 0 2190 5.785
LLH (MWh) | 2514 | 3061 | 29440} 3130.| 2940 | 2876 | 3056 0 0 0 0 1916 5.807
Peak (MW) T )
iscal Year 2019
Total (MWh) 6871 | 6875 0 0 0 0 4106 5.794
HLH (MWh) 3847 | 3972 0 0 0 0 2190 5.792
LLH (MWh) 3024 | 2903 0 0 0 0 1916 5.798
Peak (MW) 5, L
W& «%@& Fiscal Year 2020
Total (MWh) | & 6368 | 7099 | 7106 | 6871 | 6875 0 0 0 0 4106 5.806
HLH (MWh) { 3424 | 3969 | 4084 | 3847 | 3972 0 0 0 0 2281 5.824
LLH (MWh) 2944 | 3130 | 3022 | 3024 | 2903 0 0 0 0 1825 5.783
Peak (MW) D
) Fiscal Year 2021
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH (MWh) | 3311 | 3662 | 3561 | 3817 | 3921 | 3995 | 3972 0 0 0 0 2281 5.806
LLH (Mwh) | 2391 | 3214 | 2807 [ 3282 | 2940 [ 2876 | 2903 0 0 0 0 1825 5.779
Peal (MW)
Fiscal Year 2022
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH (MWh) | 3188 | 3814 | 3561 | 3817 | 3921 | 3995 | 3972 0 0 0 0 2281 5.812
LLH (MWh) | 2514 | 3061 | 2807 | 3282 | 2940 | 2876 | 2903 0 0 0 0 1825 5.771
Peak (MW)
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Specified Resource Amounts

Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep a:ml
Fiscal Year 2023
Total (MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH (MWh) | 3188 | 3814 | 3561 | 3817 | 3921 | 3995 | 3820 0 0 0 0 2281 5.781
LLH (MwWh) | 2514 | 3061 | 2807 | 3282 | 2940 | 2876 | 3056 0 0 0 0 1825 5.811
Peak (MW)
Fiscal Year 2024
Total MWh) | 5702 | 6875 | 6368 | 7099 | 7106 | 6871 | 6875 0 0 5.806
HLH (MWh) | 3188 | 3814 | 3424 | 3969 | 4084 | 3847 | 3972 0 0 5.800
LLH (MWh) | 2514 | 3061 | 2944 | 3130 | 3022 | 3024 | 2903 0 0 5.815
Peak (MW)
Fiscal Year 2025
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 5.794
HLH MWh) | 3311 | 3814 | 3424 | 3969 | 3921 | 3847 [ 3972 0 2281 5.810
LLH (MWh) | 2391 | 3061 | 2944 | 3130 | 2940 | 3024 | 2903 0 1825 5.774
Peak (MW)
Fiscal Year 2026
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 4106 5.794
HLH MwWh) | 3311 | 3662 | 3561 | 3969 [ 3921 | 3847 | 3972 0 2281 5.807
LLE (Mwh) | 2391 | 3214 | 2807 | 3130 | 2940 | 3024 | 2903 0 1825 5.778
Peak (MW) TR
Fiséal Year 2027 . ¢
Total MWh) | 5702 ] 6875 | 6368 | 7099 | 68617 6871 |6 \ 0 0 0 4106 5.794
HLH (MWh) | 3311 | 3662 | 3561 | 3817 | 3921 | 3995 | "8 0 0 0 2281 | 5.806
LLH mwh) | 2391 | 3214 [ 2807 | 3282 | 29 2876 0 0 0 1825 5.779
Peak (MW) Q N, O
L Fiscal'Year 2028
Total (MWh) | 5702 | 6875 709 6871 | 6875 0 0 0 0 4106 5.806
HLH (MWh) | 3188 | 3814 3995 | 3820 0 0 0 0 2281 5.795
LLH (MWh) | 2514 | 3061 2876 | 3056 0 0 0 0 1825 5.820
Peak (MW) T

Notes: Fill in the table abov

UNSPECIFIED RESOURCE AMOUNTS

3.1¥ Unspecified Resource Amounts Used to Serve Total Retail Load
Idaho Falls does not have any Unspecified Resource Amounts at this time.
3.2 Unspecified Resource Amounts for 9(c) Export Decrements

BPA shall insert a table below pursuant to section 3.5.3 of the body of this
Agreement.
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4. DEDICATED RESOURCE AMOUNTS FOR AN NLSL
Idaho Falls does not have any Dedicated Resource amounts serving an NLSL at this
time, in accordance with section 3.5.7 of the body of this Agreement.
5. TOTAL DEDICATED RESOURCE AMOUNTS
The amounts in the table below equal the sum of all resource amounts used to serve
Idaho Falls’ Total Retail Load listed above in sections 2, 3, and 4.
Dedicated Resource Amounts
annual
Oct | Nov | Dec | Jan | Feb | Mar | Apr aMW
Fiscal Year 2012
Total MWh)| 5702 | 6875 | 6368 | 7099 | 7106 | 6871 | 6875 5.806
HLH (MWh) | 3188 | 3814 | 3561 | 3817 | 4084 | 3995 [ 3820 5.796
LLH (MWh) | 2514 | 3061 | 2807 | 3282 | 3022 | 2876 | 3056 5.820
Peak (MW)
Fiscal Year 2013
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 5.794
HLH (MWh) | 3311 | 3814 | 3424 | 3969 | 3921 | 3847 | 3972 |. 5.792
LLH (MWh) | 2391 | 3061 | 2944 | 3130 | 2940 | 3024 290@{_‘“ ‘ 5.798
Peak (MW) Tl
Fiscal Year 2014 “ib, ¢
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 #6871 [£6875%], .0 0 0 0 4106 5.794
HLH (Mwh) | 3311 | 3814 | 3424 | 3969 [ 3921¢| 8847 [%3972 |§ 0 0 0 0 2281 | 5.810
LLH (MWh) | 2391 | 3061 | 2944 [ 3130 | 2940 | 3024 | %2003« © 0 0 0 1825 | 5.774
Peak (MW) il \ |
tecal Year 2015
Total MWh) | 5702 | 6875 | 6368 68718 | 6875 0 0 0 0 4106 5.794
HLH (MWh) | 3311 | 3662 | 3561 3847 | 3972 0 0 0 0 2281 5.807
LLH (MWh) | 2391 | 3214 | 2807 . 3024 | 2903 0 0 0 0 1825 5.778
Peak (MW) y
M iscal Year 2016
Total MWh) | 5702 | 6875 | 6368 6871 | 6875 0 0 0 0 4106 5.806
HLH (MWh) | 3311 | 3662#|™3561L. 3995 | 3972 ] 0 0 0 2281 5.820
LLH (MWh) | 2391 28070 b 32827 3022 | 2876 | 2903 0 0 0 0 1825 5.788
Peak (MW) 9
s i Fiscal Year 2017
Total (MWh) 709 1 7099 | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH MWh) | 81 3817 | 3921 | 3995 | 3820 0 0 0 0 2281 5.781
LLH (MWh) { | 3282 | 2940 | 2876 | 3056 0 0 0 0 1825 5.811
Peak (MW)
r Fiscal Year 2018
Total (MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH (MWh) | 3188 ]%3814 | 3424 | 3969 | 3921 | 3995 | 3820 0 0 0 0 2190 5.785
LLH MWh) | 2514 | 3061 | 2944 | 3130 | 2940 | 2876 | 3056 0 0 0 0 1916 5.807
Peak (MW)
Fiscal Year 2019
Total MWh) | 5702 | 6875 | 6368 | 7099 | 6861 | 6871 | 6875 0 0 0 0 4106 5.794
HLH MwWh) | 3311 | 3814 | 3424 | 3969 | 3921 | 3847 | 3972 0 0 0 0 2190 5.792
LLH MWh) | 2391 [ 3061 | 2944 { 3130 | 2940 | 3024 | 2903 0 0 0 0 1916 5.798
Peak (MW)
09PB-13056, Idaho Falls 7 of 10
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Dedicated Resource Amounts

Oct | Nov | Dec | Jan | Feb { Mar | Apr | May | Jun | Jul | Aug | Sep a:;[%‘?l
Fiscal Year 2020
Total (MWh) 5702 6875 6368 7099 7106 6871 6875 0 0 0 0 4106 5.806
HLH (MWh) 3311 3814 3424 3969 4084 3847 3972 0 0 0 0 2281 5.824
LLH (MWh) 2391 3061 2944 3130 3022 3024 2903 0 0 0 0 1825 5.783
Peak (MW)
Fiscal Year 2021
Total (MWh) 5702 6875 6368 7099 G861 6871 6875 Q 0 5.794
HLH (MWh) 3311 3662 3561 3817 3921 3995 3972 Q 0 5.806
LLH (MWh) 2391 3214 2807 3282 2940 2876 2903 5.779
Peak (MW) :
Fiscal Year 2022
Total (MWh) 5702 6875 6368 7099 6861 6871 6875 4106 5.794
HLH (MWh) 3188 3814 3561 3817 3921 3995 3972 2281 5.812
LLH (MWh) 2514 3061 2807 3282 2940 2876 2903 1825 5.771
Peak (MW)
Fiscal Year 2023
Total (MWh) 5702 G875 6368 7099 6861 6871 0 4106 5.794
HLH (MWh) 3188 3814 3561 3817 3921 3995 0 2281 5.781
LLH (MWh) 2514 3061 2807 3282 2940 2876 0 1825 5.811
Peak (MW) y
Fiséal Yeaf 20
Total MWh) | 5702 | 6875 | 6368 | 7099 [ 7106 %] “6871 0 4106 5.806
HLH (MWh) 3188 3814 3424 3969 j‘g84 3:5347 0 2190 5.800
LLH (MWh) | 2514 | 3061 | 2944 | 3130 | ¢8( 30%4 0 0 1916 5.815
Peak (MW)
iscal Year 2025
Total (MWh) 5702 6871 6875 0 0 0 0 4106 5.794
HLH (MWh) 3311 3847 3972 0 0 0 0 2281 5.810
LLH (MWh) 2391 3024 2903 0 0 0 0 1825 5.774
Peak (MW)
iscal Year 2026
Total (MWh) 5702 6871 6875 0 0 0 0 4106 5.794
HLH (MWh) 3311 3847 3972 0 0 0 0 2281 5.807
LLH (MWh) 3024 2903 0 0 0 0 1825 5.778
Peak (MW)
Fiscal Year 2027
| Total (MWh) | 6861 6871 6875 0 0 0 0 4106 5.794
HLH (MWh) 1 3 3921 3995 3972 0 0 0 0 2281 5.806
LLH (MWh) 239" 2940 2876 2903 0 0 0 0 1825 5.779
Peak (MW)
. Fiscal Year 2028
Total (MWh) 5702 6875 6368 7099 7106 6871 6875 0 0 0 0 4106 5.806
HLH (MWh) 3188 3814 3561 3817 4084 3995 3820 0 0 0 0 2281 5.795
LLH (MWh) 2514 3061 2807 3282 3022 2876 3056 0 0 0 0 1825 5.820
Peak (MW)

Notes: Fill in the table above with megawatt-hours rounded to whole megawatt-hours, with megawatts rounded to
one decimal place, and annual Average Megawatts rounded to three decimal places.
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LIST OF RESOURCES NOT USED TO SERVE TOTAL RETAIL LOAD
Pursuant to section 17 of the body of this Agreement, all Generating Resources and
Contract Resources Idaho Falls owns that are: (1) not Specified Resources listed in
section 2 of Exhibit A, and (2) greater than 200 kilowatts of nameplate capability,
are listed below.

(1) Bulb Turbines

(A) Resource Profile

Type of Resource Percent of Resource I\La"’* éplate gy@
Generating | Contract Not Used to Serve | Capability f
Fuel Type Resource Resource Load P Y af
Hydro X 100% i

B) Expected Resource Output

Expected Output — Energy (a

Fiscal Year 2012 2013 2014 2015 2016 g% 2017 2019 2020

Annual aMW | 18.100 | 18.100 | 18.100 | 18.100 | 18.100 "18.10@?18.100 18.100 | 18.100

Fiscal Year 2021 2022 2023 2024 202521 2026 | 2027 2028

Annual aMW | 18.100 | 18.100 | 18.100 | 18.100 |.«8,100 1418400 | 18.100 | 18.100
2 5

Note: Fill in the table above with annualAveragg Megawattg'rounded to three decimal places.
4 3 ef }g

4

2) Gem State

p
A) Resource Pro
‘ af ~_“®Type of Resource Percent of Resource | Nameplate
¢, | Generating | Contract Not Used to Serve | Capability
Fuel Type: Resource Resource Load (MW)
Hydro X 39% 23.4

] ecte@, esource Qutput

o ¢ _:5_% Expected Output -~ Energy (aMW)
FiscaliYear | »2012" | 2013 | 2014 | 2015 [ 2016 | 2017 | 2018 [ 2019 | 2020

nnualaMW %3712 [3.712 [3.712 |3712 [3.712 [3712 [3.712 [3.712 |[3.712
Y #2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
3712 | 3712 {3712 [3712 [3712 {3712 [3712 [3.712

inghe table above with annual Average Megawatts rounded to three decimal places.

LIST OF CONSUMER-OWNED RESOURCES

7.1 Consumer-Owned Resources Serving Onsite Consumer Load
Pursuant to section 3.6 of the body of this Agreement, Idaho Falls does not
have any Consumer-Owned Resources serving Onsite Consumer Load at this

time.
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7.2 Consumer-Owned Resources Serving Load Other than Onsite
Consumer Load
Pursuant to section 3.6 of the body of this Agreement Idaho Falls does not
have any Consumer-Owned Resources serving load other than Onsite
Consumer Load at this time.

7.3 Consumer-Owned Resources Serving Both Onsite Consumer Load
and Load Other than Onsite Consumer Load
Pursuant to section 3.6 of the body of this Agreement, Idaho Falls
have any Consumer-Owned Resources serving both Onsite Cons
and load other than Onsite Consumer Load at this time.

7.4 Consumer-Owned Resources Serving an NLSL

Pursuant to section 23.3.7 of the body of this Agr?ement daho Falls does not
have any Consumer-Owned Resources serving an I§4 SL atighiss Aime.

8. REVISIONS W&%
BPA shall revise this exhibit to reflect: (1) Idaho E@lf% ons regarding the
application and use of all resources owned by Ida@g alls, Idaho Falls’ retail
consumers and (2) BPA’s determinations relevAnt to this xhibit and made in
accordance with this Agreement. 5

{ § p
1305

(PSE-WAPOWERNCONTRACT\CUSTO :ER\ID;%O FALL&1:50: 6\13056.DOC) 11/04/08
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Exhibit B
HIGH WATER MARKS AND CONTRACT DEMAND QUANTITIES

1. CONTRACT HIGH WATER MARK (CHWM)

1.1 CHWM Amount
By September 15, 2011, BPA shall fill in the table below with Idaho Falls’
CHWM. Once established, Idaho Falls’ CHWM shall not change for the term
of this Agreement except as allowed in section 1.2 of this exhibit

CHWM (annual aMW): [
Note: BPA shall round the number in the table above
to three decimal places.

1.2 Changes to CHWM
If a change is made to Idaho Falls’s CHWM purs
BPA shall determine and notify Idaho Falls of, &
effective as follows:

ion 1.2, then
e sueh change will be
§ g

1.2.1 If aload included in Idaho Fallg¥
the TRM, is later found to

sured 10 Load, as defined in
: LSL in FY 2010, then BPA

alls acquires an Annexed Load from a utility that has a
hen BPA shall increase Idaho Falls CHWM by adding part

If Idaho Falls and the other utility involved in the annexation
agree on the amount of the CHWM addition, then BPA shall
adopt that amount if BPA determines such amount is
reasonable.

If Idaho Falls and the other utility cannot agree on the amount
of the CHWM addition, or if BPA determines the amount
agreed to in section 1.2.2(1) of this exhibit is unreasonable,
then the amount of the CHWM addition shall equal the
calculated amount below; provided however, BPA may adjust
the calculated amount below to reflect the division of Dedicated
Resources between the utilities and other pertinent
information advanced by Idaho Falls and the other utility:

09PB-13056, Idaho Falls 1of3




Annexed Load minus annexed NLSLs, if any

., X - 1 x [ Other utility’s pre- 1
[ Other utility’s pre-annexation Total Retail annexation CHWM

Load minus total NLSLs, if any

1.2.3 If another utility with a CHWM annexes load of Idaho Falls, then BPA
shall reduce Idaho Falls’ CHWM by adding part of Idaho Falls’
CHWM to the other utility’s CHWM. The CHWM reduction shall be
effective on the date that the other utility begins service to,th
Annexed Load. BPA shall establish the amount of the
reduction as follows: »

(1) If Idaho Falls and the other utility,
agree on the amount of the CHW
adopt that amount if BPA determin
reasonable.

agree on the amount
PA*det€rmines the amount

his exhibit is unreasonable,
duction shall equal the

‘, pro ded however, BPA may adjust
the calculated; £ low to reflect the division of Dedicated
Resouxtes bet en the ities and other pertinent

inforinati ced by Idaho Falls and the other utility:

(2) If Idaho Falls and the other P! il
of the CHWM reduction, or @%
agreed to in section 1.2.3(1)¢
then the amognt of thé‘?«”‘*
calculated @g‘mount 10\ ‘

AnnexedLO »minus annexed NLSLs, if any
[ Idaho

1 x [ Idaho Falls’ pre- 1
-annexation Total Retail Load annexation CHWM

otal NLSLs, if any

‘Ts p

%,

l;A még‘{§cwange Idaho Falls’ CHWM if BPA’s Administrator
rmings that BPA is required by court order about an Annexed

d to make such changes. BPA shall determine the effective date of
1'a change and shall update this exhibit with the changed CHWM.

RAC'& EMAND QUANTITIES (CDQs)

QDQ Amounts

y September 15, 2011, BPA shall fill in the table below with Idaho Falls’
monthly CDQs. Calculation of such CDQs is established in the TRM. Idaho
Falls’ monthly CD@s shall not change for the term of this Agreement except
as allowed below.

Monthly Contract Demand Quantities
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep

kW ‘
Note: BPA shall round the amounts in the table above to the nearest whole kilowatt.
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2.2 Changes Due to Annexation
The Parties shall determine when changes to Idaho Falls’ CDQs, as allowed
below, will become effective.

2.2.1 IfIdaho Falls acquires an Annexed Load from a utility that has
monthly CDQs, then BPA shall increase Idaho Falls’ CDQ for each
month by adding the portion of the other utility’s monthly CDQ that is
attributable to such Annexed Load. For each month, the sum of Idaho
Falls’ and the other utility’s post-annexation CDQs shall no exceed
the sum of the pre-annexation CDQs for such utilities. BEA dal
establish the amount of the CDQ additions as follows:

1) If Idaho Falls and the other utility 1nvolve n
agree on the amounts of the CDQ fditions
adopt those amounts.

@) If Idaho Falls and the other utlhff )
amounts of the CDQ additio
amounts based on the monthl

2.2.2

then BPA shall ré di’i‘?: ldak
the portion of I‘ﬂaho 1s’ monthly CDQ that is attributable to the
ed For each month, the sum of Idaho Falls’ and

Thaho Falls and the other utility involved in the annexation
ree on the amounts of the CDQ reductions, then BPA shall
adopt those amounts.

p
If Idaho Falls and the other utility cannot agree on the
amounts of the CDQ reductions, then BPA shall determine the
amounts based on the monthly load factors of the Annexed
Load.

BPAimay revise this exhibit to the extent allowed in sections 1 and 2 of this exhibit.
All other changes shall be made by mutual agreement.

(PSE-WAPOWERNCONTRACT\CUSTOMERNIDAHO FALLS\13056\13056.DOC) 11/04/08
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Exhibit C
PURCHASE OBLIGATIONS

1. DETERMINATION OF TIER 1 BLOCK AMOUNTS

1.1 Determination of Annual Tier 1 Block Amounts
By September 15, 2011, and by each September 15 thereafter, BPA shall
enter in the table below Idaho Falls’ annual Tier 1 Block Amount as

determined pursuant to section 4.3.1 of the body of this Agreement

Annual Tier 1 Block Amounts

Fiscal
Year

Annual Tier 1 Block | Annual Tier 1 B
Amount

(aMW)

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024 &
{

lat Within-Month Shape
Id%h&%&FaHﬁ*
determmed based on the Monthly Shaping Factors. Idaho Falls’ Monthly
Shapii%g Factors that are used to determine monthly Tier 1 Block Amounts
shall be determined as follows:

monthly Tier 1 Block Amounts, expressed in MWh, shall be

.‘ .2.1 Monthly Shaping Factors for a Flat Within-Month Shape
Idaho Falls’ Monthly Shaping Factors for a Flat Within-Month Shape

shall be determined in accordance with section 1.2.1.2 of this exhibit,
using Idaho Falls’ “monthly 2010 load values” and “annual 2010 load
value” as determined in accordance with section 1.2.1.1 of this exhibit.

1.2.1.1 Calculation of Monthly and Annual 2010 Load Values

Each “monthly 2010 load value” for Idaho Falls shall be equal
to Idaho Falls’ monthly Total Retail Load for FY 2010, as
adjusted in accordance with sections 4.1.1.1 and 4.1.1.2 of the

09PB-13056, Idaho Falls
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1.2.1.2

TRM. Idaho Falls’ “annual 2010 load value” shall be equal to
the sum Idaho Falls’ “monthly 2010 load values” for all
months of FY 2010.

Calculation of Monthly Shaping Factors for a Flat
Within-Month Shape

Idaho Falls’ Monthly Shaping Factors for a Flat Within-
Month Shape shall be determined as follows:

(1) The “monthly shape numerator” shall be e
“monthly 2010 load value” for the corresp®, i
in FY 2010 minus (b) Idaho Falls’ Existing R«

(2) The “monthly shape denomj;
(a) the “annual 2010 load#ali
Idaho Falls’ Existing éﬁ 1fCe A
months of FY 2012, 454
expressed in MWH;

3) y onthl S}gégpmég
" qual'to (a) the “monthly shape

45¢h month, divided by (b) the “monthly

denominator” for each such month, rounded to

] ,_‘a al places and set forth in the table below.

Monthly Shaping Factors

Month Oct Mar Apr May | Jun Jul Aug Sep Total
Monthly 1.000
Shaping
Factor

1.3 lock Amounts

mont

hgr Tier 1 Block Amounts for each month of each Fiscal Year,

nggvith FY 2012, shall be equal to: (1) the annual Tier 1 Block

_ 1as specified in section 1.1 of this exhibit multiplied by (2) the
Monthly Shaping Factor for the corresponding month as specified in

section 1.2 of this exhibit, rounded to a whole number. BPA shall enter such
gmounts into the table below. Due to rounding, total megawatt-hour

# deliveries during any Fiscal Year may be slightly different than the

megawatt-hours stated in section 1.1 of this exhibit. Idaho Falls shall
schedule the monthly Tier 1 Block Amounts as flat as possible on all hours of
each month.

Monthly Tier 1 Block Amounts (MWh)
FY Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
2012
2013
2014
2015
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Monthly Tier 1 Block Amounts (MWh)

FY

Oct

Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2.

FIRM REQUIREMENTS POWER AT TIER 2 RATE‘?%

2.1

Notice to Purchase Zero Amounts at Tier 2 R
IfIdaho Falls elects not to purchase Firm Reqfiir n
Rates for a Purchase Period, then by Marc gh ifh e'ately following the
corresponding Notice Deadline, BPA s \’%dat i exhibit to indicate such
election by adding an “X” to the apphcéﬁ%ﬁ% 11 in the following table. Such
election means that for the Purcha, i%%pemﬁed below, Idaho Falls
shall: (1) purchase zero agiounts f I equlrements Power at Tier 2
Rates, and (2) serve all 0% 112% ‘ Load with power other than Firm
Requirements Powe '

Zexro Tier 2

FY 2012 - 2014
FY 2015 - FY 2019
FY 2020 - FY 2024
FY 2025 - FY 2028

2.3.1 Election Process

2.3.1.1 Right to Convert
Subject to the amounts of power BPA makes available at one
or more Tier 2 Vintage Rates, Idaho Falls shall have the right
to convert some or all of the amounts of Firm Requirements
Power it has elected to purchase at Tier 2 Short-Term Rates,
as stated in section 2.4 of this exhibit, to an equal purchase
amount at Tier 2 Vintage Rates.

09PB-13056, Idaho Falls 3of7
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2.3.1.2 Statement of Intent
If Idaho Falls elects to purchase Firm Requirements Power
from BPA at Tier 2 Vintage Rates, then Idaho Falls shall sign
a Statement of Intent offered by BPA. “Statement of Intent”
means a statement prepared by BPA and signed by Idaho
Falls that describes the approach and cost structure that will
be used for a specific Tier 2 Cost Pool. If BPA establishes a
Tier 2 Cost Pool for a Tier 2 Vintage Rate consistent with the
Statement of Intent, then Idaho Falls agrees to haye the
portion of its Tier 2 Rate power purchase specif'eé§
Statement of Intent priced at that rate. If BP,
establish the Tier 2 Cost Pool for the speci i
Rate, then Idaho Falls agrees to purchasé suc!
Firm Requirements Power at Tié¥' 2 Sh
as stated in section 2.3.1.5 of this exhibi

2.3.1.3 Insufficient Availability ‘
The Statement of Intent sh, ll%&gﬁ}de rocedures to allocate
between competing applic*%t«l ns for.afspecific Tier 2 Cost Pool
if requests exceed amodntgiavailable.

2.3.1.4 Conversiofﬁ Cosfs
Upon estgﬁishm

=
a Tier 2 Vintage Rate for which Idaho
Fallss&igned %&Stat“‘

iit of Intent, [daho Falls shall be liable
nent o%ﬂany outstanding costs under Tier 2 Short-

Term Rates apply to Idaho Falls. Such costs shall be

y ﬁgw%ghose that BP

(1) is obligated to pay and will not recover
from Idaho Falls under Tier 2 Short-Term Rates as a result of
“%the conversion, and (2) is unable to recover through other
ansactions. BPA shall determine such costs, if any, in the
irst 7(1) Process that establishes the applicable Tier 2

meage Rate. In no event shall BPA make payment to Idaho
alls as a result of Idaho Falls’ conversion of purchase
amounts at Tier 2 Short-Term Rates to purchase amounts at
Tier 2 Vintage Rates.

Additional Offerings

In addition to the right to convert to Tier 2 Vintage Rates
established in section 2.3.1.1 of this exhibit, Idaho Falls may
have the opportunity to purchase Firm Requirements Power
at Tier 2 Vintage Rates regardless of whether Idaho Falls is
purchasing at Tier 2 Short-Term Rates if:

(D) BPA determines, in its sole discretion, that all
requests for service at Tier 2 Vintage Rates by
purchasers of Firm Requirements Power at Tier 2
Short-Term Rates are able to be satisfied, and

09PB-13056, Idaho Falls 40f7
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2.3.1.6

232 V

_ Tdahod

(2 BPA determines, in its sole discretion, to offer Idaho
Falls a Statement of Intent that would provide Idaho
Falls the opportunity to purchase Firm Requirements
at Tier 2 Vintage Rates.

If Idaho Falls signs a Statement of Intent offered by BPA
pursuant to this section 2.3.1.5, and if BPA is unable to
establish the Tier 2 Cost Pool for the applicable Tier 2
Vintage Rate, then Idaho Falls’ current elections for

[ier
f a%‘sf obligation
thother Tier 2

Falls to purchase Firm Requirements Po
Vintage Rates shall not relieve Tho Fal

B

to purchase Firm Requirements P
Rate.

Exhibit Updates
By September 15 immedidtel wing the establishment of
a Tier 2 Vintage Rate f6¥hich Idaho Falls signed a
Statement of Intent«BPA shallfamend this exhibit to show
Idaho Fal F; Tier ﬁ;ﬁVi %g\e Rate purchases and remove Idaho

Falls’ Tiér 2iShorté 'érm Rate purchases by the amounts

purchised a{féighe Tl%%\fintage Rate, if Idaho Falls is
conVorti the Tier 2 Vintage Rate from the Tier 2 Short-
Term R shall insert applicable tables, terms, and

conditions for each Tier 2 Vintage Rate in section 2.3.2 of this

‘ate Elections
lls has no Tier 2 Vintage Rate elections at this time.

t-Térm Rate
s elects by the applicable Notice Deadline to purchase Firm

each year of the corresponding Purchase Period. By March 31 immediately
following each Notice Deadline, BPA shall update the table below with:

#1) Idaho Falls’ purchase amounts, if any, at Tier 2 Short-Term Rates for the
corresponding Purchase Period, or (2) a zero purchase amount if Idaho Falls

does not elect to purchase Firm Requirements Power at Tier 2 Short-Term
Rates for the corresponding Purchase Period.

Tier 2 Short-Term Rate Table
Fiscal Year 2012 | 2013 | 2014 | 2015 | 2016
aMW
Fiscal Year 2017 | 2018 | 2019 | 2020 | 2021
aMW
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Tier 2 Short-Term Rate Table

Fiscal Year 2022 | 2023 | 2024 | 2025 | 2026
aMW
Fiscal Year 2027 | 2028

aMW

Note: Insert whole megawatt amounts for each year of the
applicable Purchase Period.

2.5 Amounts of Power to be Billed at Tier 2 Rates
Prior to each Fiscal Year and consistent with Idaho Falls
shall determine the amounts, if any, of Firm Requirements P
Rates that need to be remarketed subject to section 10 of the
Agreement. By September 15 of each Fiscal year beginni,
2011, BPA shall update the table below for the uficomin Flsca

>

Rate purchase amounts, and (3) the total amog‘n{%bf Firn equirements

Power priced at Tier 2 Rates, net of any remat Bimdunts.

/

g Septer
ear with:
ich Idaho

electiong ‘B

Fiscal Year 2012

2019

2020

No Tier 2 at this
time

Minus Remarketed
Amounts

Total Amount at
Tier 2

Fiscal Year 2024 | 2025 | 2026 | 2027

2028

No Tler 2 at this “

icable Tier 2 rate in the table above. For the first applicable Tier 2 rate
¥ 2 at this time with the name of the applicable Tier 2 rate. For each
'IQ%\W 2 rate, add a new row above the Remarketed Amounts row. If Idaho

d leave the remainder of the table blank.
il in the table above with whole annual Average Megawatts.

2B‘alls electd not to purchase at Tier 2 rates, then leave No Tier 2 at this time in the table

3.  MONTHLY PF RATES

Applicable monthly Tier 1 and Tier 2 Rates are specified in BPA Wholesale Power

Rate Schedules and GRSPs.

09PB-13056, Idaho Falls
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4. REVISIONS
BPA shall revise this exhibit to reflect Idaho Falls’ elections regarding service to its

Above-RHWM Load and BPA’s determinations relevant to this exhibit and made in
accordance with this Agreement.

(PSE-WAPOWERNCONTRACT\CUSTOMERNIDAHO FALLS\13056\13056.DOC) 11/04/08
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Exhibit D
ADDITIONAL PRODUCTS AND SPECIAL PROVISIONS

1. CF/CT AND NEW LARGE SINGLE LOADS

1.1 CF/CT Loads
Jdaho Falls has no loads identified that were contracted for, or committed to
(CF/CT), as of September 1, 1979, as defined in section 3(13)(A) of the
Northwest Power Act.

1.2 Potential NLSLs
Idaho Falls has no identified potential NLSLs.

1.3 Existing NLSLs
Idaho Falls has no existing NLSLs.

2.  RESOURCE SUPPORT SERVICES e
RSS is only available to Idaho Falls to support res\%}g%‘q’gﬁ?ﬁﬁ re Specified
Resources used to serve Total Retail Load that &@dee er September 30, 2006.
Idaho Falls’ purchase of RSS shall include all€upport services necessary to convert
the actual scheduled output from the IGSM%QGI &
block. ‘ i

ipported into a flat annual

2.1 BPA shall develop t tessupport applicable Specified
Resources listed inss ofiExhibit A for the FY 2012-2014 Purchase
Period and offer such a «;’%,n to this exhibit by August 1, 2009. Prior to
that date, BP&A»shall provide Itia’ o Falls a reasonable opportunity to provide
input into the development of the products and the related contract
provisi%ﬁfs%‘ If f;%aho Falls requests that BPA provide such service, then the
Parties s % xeclite a revision to this exhibit by the November 1, 2009,

N%g adli e. By each Notice Deadline thereafter, Idaho Falls may
irch SS %‘%ZM%PA to support applicable Specified Resources listed in

Exhibit A for the corresponding Purchase Period.

1lls adds a new Specified Resource within a Purchase Period to

grobligations to serve Above-RHWM Load with Dedicated Resources,
consistent with section 3.5.1 of the body of this Agreement, Idaho Falls may
purchase RSS from BPA to support such resource. Such purchase shall be for
the remainder of the Purchase Period and for the following Purchase Period.
Idaho Falls shall notify BPA of its decision to purchase RSS for a new
Specified Resource by October 31 of a Rate Case Year and the elected RSS
will be effective at the start of the upcoming Rate Period.

3. SCHEDULING ERROR COMPENSATION
This provision replaces the letter agreement dated March 17, 2003, signed by both
Idaho Falls and BPA, regarding the Slice scheduling protocol.

On March 1, 2003, BPA instituted a new Slice scheduling protocol under which BPA
notifies PacifiCorp (PAC) when a real time schedule change for Idaho Falls is

09PB-13056, Idaho Falls 1of2
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submitted to BPA by Idaho Falls’ scheduling agent. This protocol is intended to
eliminate scheduling discrepancies created in the event BPA fails to notify PAC of a
real time schedule change received from Idaho Falls’ scheduling agent.

For the term of this Agreement, if Idaho Falls incurs a charge which Idaho Falls
believes was due to BPA failing to notify PAC of a schedule change by Idaho Falls’
scheduling agent, Idaho Falls shall send the bill, along with the date, time, copy of
the Slice computer application acceptance document or the SysGenlID of the

acceptance document, and the energy amount being disputed to BPA. B A will

the succeeding final power bill for the portion attnbutable to the
discrepancy of the costs billed Idaho Falls. Scheduling discrepa;
to an Uncontrollable Force as defined in this Agreemen ‘

4. REVISIONS
This exhibit shall be revised by mutual agreement ofét‘he
products [daho Falls purchases during the term of th

(PSE-WAPOWER\CONTRACT\CUSTOMERN\IDAHO FALLSM13 13066.DOC) 11/04/08
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Exhibit E
METERING
1. METERING

1.1 Directly Connected Points of Delivery and Load Metering
None.

1.2 Transfer Points of Delivery and Load Metering

(1) BPA POD Name: Sugar Mill 46 kV;
BPA POD Number: 668;
WECC Balancing Authority: PACE;

Location: the point in PacifiCorp’s dba Rog]f*y

and Idaho Falls are connected;
Voltage: 46 kV;
Metering:
A)

. :e;g?;{ Point Name: Sugar Mill #1 Out;
'BPA Meter Point Number: 529;

Direction for PF Billing Purposes: Positive;

Manner of Service: Transfer, Rocky Mountain Power
to Idaho Falls;

BPA Meter Point Name: Sugar Mill #2 Out;
BPA Meter Point Number: 564;
Direction for PF Billing Purposes: Positive;

Manner of Service: Transfer, Rocky Mountain Power
to Idaho Falls;

in Idaho Falls’ Upper Plant Generation Station in the 4.16 kV
circuit over which such electric power flows;

BPA Meter Point Name: Upper Plant Out;

BPA Meter Point Number: 196;

Direction for PF Billing Purposes: Positive;

Manner of Service: Directly connected to Idaho Falls’
distribution system;-

©) in Idaho Falls’ Lower Plant Generation Station in the 4.16 kV
circuit over which such electric power flows;
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BPA Meter Point Name: Lower Plant Out;

BPA Meter Point Number: 197;

Direction for PF Billing Purposes: Positive;

Manner of Service: Directly connected to Idaho Fallg’
distribution system;

(D)  in Idaho Falls’ City Plant Generation Station in the 4.16 kV
circuit over which such electric power flows;

BPA Meter Point Name: City Plant Out;
BPA Meter Point Number: 207;
Direction for PF Billing Purposes: Pog
Manner of Service: Directly connected tx

distribution system,;

E) in Idaho Falls’ Old Lower Plant € ati 1 &tation in the
2.4. kV circuit over which such stric power flows;

BPA Meter Point Nami
BPA Meter P01nt Nay Wg

Dlrectlonﬁggﬁg PF Billi ng §u poses Positive;
Manner of S’rvm?é%ﬂ%lr &gtly connected to Idaho Falls’
distribution system

Metering Loss d]ust; ent: BPA shall adjust for losses between
the PQP). and the Upper Pﬁant Out, Lower Plant Out, City Plant Out,
an%s‘ld ower Plant Out POMs. Such adjustments shall be specified
1t1ng between BPA and Idaho Falls. Losses are not applicable at

: 1 #"BPA and Idaho Falls are not physically connected, other
th BPA’s Westside Substation. BPA exchanges power with Rocky
ntain Power, and Rocky Mountain Power serves Idaho Falls’ load.
T e’amounts of electric power, energy, and varhours delivered to

aho Falls shall be the coincidental sum of electric power, energy,
and varhours measured at the Sugar Mill POD, Idaho Falls’ Upper,
Lower, Old Lower, and City Hydro POMs, Gem State POM, and
Westside. The entire output of the Upper, Lower, Old Lower, and City
Hydro facilities are currently sold to BPA.

(2) BPA POD Name: Westside 46 kV;
BPA POD Number: 843;
WECC Balancing Authority: PACE;

Location: the point in BPA’s Westside Substation where the 46 kV
facilities of BPA and Idaho Falls are connected;
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Voltage: 46 kV;
Metering:

A) in Rocky Mountain Power’'s Sugar Mill Substation in the 161
kV circuit over which such electric power flows;

@ BPA Meter Point Name: Sugar Mill-Westside Out;
BPA Meter Point Number: 1277, ,
Direction for PF Billing Purposes: Pos%n\%
Manner of Service: Transfer, Rocky Mélintain &Wer

to BPA to Idaho Falls;

(ii) BPA Meter Point Name: g%ugar tside In;
BPA Meter Point Number: ;
Direction for PF Billing g} urposes; Negative;
Manner of Service: Trghs ‘ aho Falls to BPA to

. &
Rocky Mountain

(B)  in BPA’s Westside Substatip

in the*161 kV circuit over which
such electric power flg :

Vs,

@ BPA }I’%g:ar% fft Name Westside Out;
t

BPA Meter Pomt&?ﬁNumber 1407;
‘Directi g&for PF Billing Purposes: Positive;

wof Service: Transfer, Rocky Mountain Power
to BPA to Idaho Falls;
BPA Meter Point Name: Westside In;
BPA Meter Point Number: 1408;
Direction for PF Billing Purposes: Negative;
Manner of Service: Transfer, Idaho Falls to BPA to
Rocky Mountain Power;

Metering Loss Adjustment: BPA shall adjust for losses between
thefPOD and the Westside Out and Westside In POMs. Such
#justments shall be specified in writing between BPA and Idaho

alls. BPA is responsible for the 161 kV to 46 kV transformer losses as
Westside. Idaho Falls is responsible for the Westside-Sugar Mill 161
kV line losses and Westside Station Service.
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Exception: BPA and Idaho Falls are not physically connected, other
than BPA’s Westside Substation. BPA exchanges power with Rocky
Mountain Power and Rocky Mountain Power serves Idaho Falls’ load.
The amounts of electric power, energy, and varhours delivered to
Idaho Falls shall be the coincidental sum of electric power, energy,
and varhours measured at the Sugar Mill POD, Idaho Falls’ Upper,
Lower, Old Lower, City Hydro POMs, Gem State POM, and the
Westside.

1.3 Resource Locations and Metering

1) Resource Name: Gem State Hydro

Metering: in Idaho Falls’ Gem State GefiBrating
circuit over which such electric power flows; g

(A) BPA Meter Point Name: Gemgsﬁ%g&?
BPA Meter Point Numbeg%lﬁég
Direction for PF Blllmg Purpose

Manner of Service: Difegtly connected to Idaho Falls;

(B) BPA Mete ]‘)omtég Ge m State Hydro Genr In;
BPA Metér Roint’ t{gb : 1637,
D1rect10n for%F Bllll‘ifg Purposes Negative;
eryice: Directly connected to Idaho Falls;

&{ , Old Lower, and City Hydro POMs, Gem State POM, and
stside.

in thﬁs exhibit. The Parties shall revise this exhibit to reflect such changes. The
Parties shall mutually agree on any such exhibit revisions and agreement shall not
be unreasonably withheld or delayed. The effective date of any exhibit revision shall

be the date the actual circumstances described by the revision occur.

(PSE-W:\POWER\CONTRACT\CUSTOMER\IDAHO FALLS\13056\13056.DOC) 11/04/08
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Exhibit F
SCHEDULING

1. SCHEDULING FEDERAL POWER
Idaho Falls is responsible for scheduling all amounts of Slice Output Energy, Tier 1
Block Amounts and Tier 2 Block Amounts purchased under this Agreement from the
Scheduling Points of Receipt to their ultimate destination, and for creating
associated electronic tags. Idaho Falls agrees to provide copies of such electronic
tags to Power Services consistent with the requirements of this Exhibit :

2. COORDINATION REQUIREMENTS

2.1 Prescheduling L
Idaho Falls shall submit delivery schedules of Shc%utpu Ln
Block Amounts and Tier 2 Block Amounts to Power Sexy
Prevailing Time the day(s) on which presche cu%;
WECC. Preschedule electronic tags are due

gy, Tier 1
by 1100 Pacific
as specified by
ervices in accordance

>de 1%11;

2.2 Real-Time Scheduling )
Idaho Falls shall have thgé%ght td

electronlc tags assoc1ated th de

ubmit,new or modified schedules and
@giesff Slice Output Energy in real-time

2.3 After the Fact
Power Servi y

10 calem:f‘fg 1:,6

verify 411 trs it ‘§% ?

However, other Power Services’ agreed-upon submission methods (verbal,
fax, etc.) are acceptable if electronic systems are temporarily not available.
Pransmission scheduling arrangements are handled under separate
agreements/provisions with the designated transmission provider, and may
not necessarily be the same requirements as Power Services’ scheduling
arrangements.

3.2 Schedules of Slice Output Energy submitted to Power Services by Idaho Falls

shall comply with Delivery Limits established in the Slice Computer
Application.

3.3 The timeline within which Power Services shall approve or deny Idaho Falls’
Delivery Requests, as represented by Idaho Falls’ electronic tags, shall
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conform to Power Services’ then current preschedule and real-time
scheduling guidelines as specified in section 4 of this exhibit.

3.3.1 For the purpose of approving requests for deliveries of Slice Output
Energy, Power Services shall approve electronic tags, as described in
section 3.3.2 below, that Idaho Falls submits to Power Services
consistent with section 3.2 above prior to the applicable Power
Services scheduling deadline, as specified in section 4 of this exhibit.

3.3.2 Electronic tags submitted to Power Service shall: (1) ident1

downstream purchasing-selling entity, (3) identify
amounts in MWh, and (4) maintain all data consi

3.3.3
applicable Power Services’ scheduh&é?
this exhibit, regardless of the reaso%l
regardless of submission method ?%’
3.3.4 Changes to tagged @%‘%ergy q s required by the Balancing

Authority for maihta:
responsible Balancing
Serv1ces and‘Idg

#shall be implemented by Power
s at the time of such notification by the

3.4 all*be responsible for verifying the sum of its hourly tagged and

£ qual to its Delivery Request, as described in section 7 of
ach Scheduling Hour.

to Power Services, pursuant to section 4.1 of this exhibit, in order to
alter the associated Simulated Output Energy Schedules within
established Delivery Limits, such that Idaho Falls’ Delivery Request is
made equal to the sum of its tagged and non-tagged energy amounts
for each Scheduling Hour.

For each Scheduling Hour, the amount Idaho Falls’ hourly tagged and
non-tagged energy amount is in excess of its Delivery Request shall be
subject to the UAI Charge for energy, and the amount [daho Falls’
hourly tagged and non-tagged energy amount is less than its Delivery
Request shall be forfeited.

3.4.3 Electronic tag and Delivery Request mismatches that result from
Balancing Authority reliability required actions shall not be subject to
penalty if such required reliability action is implemented by the
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Balancing Authority less than 30 minutes prior to the start of the
Scheduling Hour in which the mismatch occurs.

4, SCHEDULING DEADLINES

4.1 Customer Input Submission Deadline
Idaho Falls shall have until 15 minutes prior to the start of each Scheduling
Hour to submit revised Customer Inputs to Power Services in order to affect
the associated Simulated Output Energy Schedules for each such
Hour. Power Services shall have the sole discretion to reject for gn

4.2 Real-Time Electronic Tag Submission Deadlig

this exhibit, that are consistent with section 3; of X 1bit and submitted
to Power Services by Idaho Falls prior to th P%er services’ scheduling
deadline, which is 30 minutes prior to theistart o%@w” Scheduling Hour.

4.3

5. SCHEDULING OE:DEDICATED RESOURCES
No later than 10 days f@llowmg the end of each month Idaho Falls agrees that it

i 4
7 E@XISIONS

A may unilaterally revise this exhibit:

(1) to implement changes that BPA determines are necessary to allow it to meet
its power scheduling obligations under this Agreement, or

2) to comply with the prevailing industry practice and requirements, currently
set by WECC, NAESB, or NERC, or their successors or assigns.

BPA shall provide a draft of any material revisions of this exhibit to Idaho Falls,
with a reasonable time for comment, prior to BPA providing written notice of the
revision. Revisions are effective 45 days after BPA provides written notice of the
revisions to Idaho Falls unless, in BPA’s sole judgment, less notice is necessary to
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comply with an emergency change to the requirements of the WECC, NAESB,
NERC, or their successors or assigns. In this case, BPA shall specify the effective
date of such revisions.

(PSE-WAPOWERNCONTRACT\CUSTOMERNIDAHO FALLS\13056\13056.DOC) 11/04/08

09PB-13056, Idaho Falls 40f4
Exhibit F, Scheduling

bty
R ht
e
54



Exhibit G
PRINCIPLES OF NON-FEDERAL TRANSFER SERVICE

As provided by section 14.6.7 of the body of this Agreement and BPA’s Long-Term Regional
Dialogue Final Policy, July 2007, or any other later revision of that policy, if Idaho Falls
acquires non-federal resources to serve its retail load above its established RHWM, then
BPA’s support and assistance to Idaho Falls regarding transfer service for its non-federal
resources shall be consistent with the following principles:

1. ESTABLISHED CAPS AND LIMITATIONS
BPA shall provide financial support for the transmission capacity as
non-federal resource purchases to all Transfer Service customers yp
of 41 megawatts per fiscal year, cumulative over the duration off
This cumulative megawatt limit is shown in the table bélow.

Per Year Cumulative
Fiscal Year MW Limit MW Limit

FY 2012 41
FY 2013 41
FY 2014 41
FY 2015 41
FY 2016 41
FY 2017 41

FY 2018
FY 2019
FY 2020
FY 2021
FY 2022
FY 2023
FY 2024

ppg}cation of'section 14.6.7 of the body of this Agreement shall be on a first come,

it served basis in each year based on the date each request is received by BPA.
ﬁ%ﬁues is not met, in whole or in part, in any Fiscal Year will have priority over
subsequent requests the following year. Once granted, BPA shall honor such
reqliest for the duration of the resource acquisition period, not to exceed the term of

this Agreement.

U3

3. PROCESS AND PARAMETERS FOR INITIALLY CHOOSING A NON-
FEDERAL RESOURCE

3.1 BPA obtains Transfer Service from Third Party Transmission Providers
pursuant to OATT Network Integration Transmission Service. Additionally,
BPA acquires firm transmission for all load service obligations incurred.
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Therefore, BPA shall, on behalf of Idaho Falls, pursue Network Resource
designation, as defined in the FERC QATT for Idaho Falls’ non-federal
resource. BPA shall provide all information the Third Party Transmission
Provider requires to evaluate the Network Resource designation request.
Idaho Falls shall provide all relevant information BPA determines is required
to submit an application for designation of the resource as a Network
Resource per section 29 of the OATT, or its successor.

3.2 Idaho Falls shall notify BPA of its intent and/or actions to acquire o
purchase a non-federal resource at least one year prior to deliver, gf S
acquisition or purchase shall be for a period of no less than onéiyear i
duration.

3.3 If BPA’s existing Transfer Service to Idaho Fallsﬁls purs gK‘%mt to
contractual arrangement, then BPA shall pursue asonable’
arrangements, including but not limited to OAT'E, ser

3.4 BPA shall not be liable to Idaho Falls i
designation cannot be obtained.

ansf@ er, Sea* ice for Idaho Falls’ non-federal
resource if it is designated ag \v\fié)wrk Resource under the Third Party
Transmission Providet’s OATT wit ‘a@l&é”%lmltment of at least one year. The
limitations in this ﬁ%mmp e 3 do not pertain to market purchases and the use
of secondary network tra%smj,ssmn which are addressed below in

principle 15 B

3.5 BPA shall only obtain or

4, Idaho Falls shg 0v1de BPA all information BPA determines is reasonably
. ster “Firm network transmission service over the Third Party

5. BPQ@”hall pay o
Falls ovez:%’gransmlssmn facilities of the Third Party Transmission Prov1der that

t (1§)‘ tercgnnect directly to Idaho Falls’ facilities or (2) interconnect to BPA
tilities which subsequently interconnect with Idaho Falls’ facilities.
1l arrange for, and pay any costs associated with, the delivery of non-
eral power to an interconnection point with the Third Party Transmission
videt, including obtaining and paying for firm transmission across all
1nte¢§Ven1ng transmission systems.

6. Idaho Falls shall pay a portion of the costs of all Ancillary Services necessary to
deliver any non-federal resource to serve its load. The Ancillary Service costs
imposed by the Third Party Transmission Provider shall be apportioned between
BPA and Idaho Falls based on either:

1 metered/scheduled quantities of the non-federal resource, expressed as a
percentage of total load, multiplied by the total costs assessed BPA by the
Third Party Transmission Provider; or
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2) actual charges assessed by the Third Party Transmission Provider.

However, BPA shall treat the cost of load regulation service consistent with the load
regulation service cost as described in section 14.6.1(1) of the body of this
Agreement. BPA shall be responsible for the cost of generation supplied reactive
power, and Idaho Falls shall be responsible for any generation imbalance costs, if
any, related to Idaho Falls’ non-federal resource.

7. Idaho Falls shall be responsible for the costs of all other transmission se for
non-federal deliveries not included in principles 5 and 6 above, 1ncludm but
limited to: redispatch, congestion management costs, system and 'hty costs

associated with adding the non-federal generation as a I\mletwor %ce@ 1rect

assigned system upgrades, distribution and low- voltage‘gcharge if applicable and
real power losses. i

8. Idaho Falls shall be responsible for all costs of intercgfinect]
transmission system. g

9. Idaho Falls shall be responsible for acquiring 14
including wheeling for non-federal resour%e& f Iﬁ% yIalls does not require
transmission services from BPA {o g ¢ wheg nggmo -feﬂeral resources, then Idaho Falls
shall be 1espons1ble for a pro rata share of the Third Party Transmission Provider

ser%]iﬂeﬂlo Falls.

10. Idaho Falls shall be responsible 16 tegration services to support its non-federal

(1) i 1¢ an th all requirements of the host Balancing Authority and/or

ri‘ffor designation of the non-federal resource as a Network

@)

Resource’

11. Asﬁﬁecessaﬁy Idaho Falls shall meet all resource metering requirements including
.1ance wxbﬁBPA standards and any requirements of the generation host
%alancmg Au?{homty and/or Third Party Transmission Provider.

12. T Pazrties shall cooperate to establish the protocols, procedures, data exchanges or
o arrangements the Parties deem reasonably necessary to support the
transmission of Idaho Falls’ non-federal rescurce.

13.  Unless otherwise agreed, Idaho Falls shall be responsible for managing any non-
federal resource consistent with Exhibit F.

14. BPA shall have no obligation to pay for Transfer Service for non-federal power to
serve any portion of Idaho Falls’ retail load that Idaho Falls is obligated to serve
with federal power pursuant to this Agreement.
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15. Once Idaho Falls’ non-federal resource has been designated as a Network Resource,
BPA will not undesignate Idaho Falls’ Network Resource for marketing purposes.
Also, once such Network Resource designation has been made, Idaho Falls may
make market purchases to displace the Network Resource, which BPA shall
schedule on secondary network service, provided that:

(1) such market purchases are at least one day in duration;

@) the megawatt amount of the market purchase does not exceed théa
the designated Network Resource that Idaho Falls would havef
its load;

3) such market purchases are only scheduled in preschedu :

section 4.1 of Exhibit F;

a,rk h fﬁ designated
§ would cause BPA to

Transmission

4) Idaho Falls does not, under any circumstancesf
Network Resource or perform any other ope %;o
be in violation of its obligations under t
Provider's OATT;

1rd

dlt?i%nal nergy imbalance, redispatch,
traﬁpsmlssmn curtailment that impacts
tile; and

5) Idaho Falls is responsible, 8r an
and/or UAI charges thatqfesult fr
the resulting secon {&%‘ry netw’rk sched

6) any RSS products that a
to the marketgpurchase(s).

Is has purchased from BPA are not applied

16. These principleg will Ba the basis for a separate agreement BPA shall offer to Idaho

Falls to support ra tsfer Service of Idaho Falls’ non-federal resource. BPA shall
include te @ém spemﬁc“&t 2 par ticular non-federal resource in exhibits to the separate
agreement, wi sepa‘x.: ite exh1b1t for each non-federal resource. Idaho Falls is

non-federal resource and BPA is not bound to acquire or pay for Transfer
n igéeral resources if Idaho Falls does not accept the separate

: %d*under these principles pursuant to BPA’s Wholesale Power Rate Schedules
andﬁGRSPs

(PSE-WA\POWER\CONTRACT\CUSTOMER\IDAHO FALLS\13056\13056.DOC) 11/04/08
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Exhibit H
RENEWABLE ENERGY CERTIFICATES AND CARBON ATTRIBUTES

1. DEFINITIONS

1.1 “Carbon Credit” means an Environmental Attribute consisting of greenhouse
gas emission credits, certificates, or similar instruments.

1.2 “Bnvironmental Attributes” means the current or future credits, benefits,
emission reductions, offsets and allowances attributable to the g ei% tion of
energy from a resource. Environmental Attributes do not 1ncl€i%thi%§;§
credits associated with such resource. One megawatt-hour Lo ener
generation from a resource is associated with one mega th , o@y
Environmental Attributes.

1.3 “Environmentally Preferred Power RECS” or “E§ RE( eans the portion
of BPA’s Tier 1 RECs that is equal to an amougit of
annual average of equivalent environmentallykpz:

x81 g powe1 (EPP)
Y 010§ 42011 under
1ing rights to Environmental
By BPA to be necessary to

Subscription power sales contracts cont
Attr 1butes through FY 2016, as det

14

documentation, or 4 idetice that demonstrates, in the tracking system
selected under section 5 of‘tHig
Attributes.

2 A’S TIER'1 REC INVENTORY

’s Tier 1 REC inventory shall include all RECs that BPA has determined are
iated with resources whose output is used to establish Tier 1 System

lity, as Tier 1 System Capability is defined in the TRM. The disposition of
any Carbon Credits that BPA determines are associated with resources listed i in, or
in accordance with, this section 2 shall be as described in section 3 of this exhibit.
The disposition of any Carbon Credits that BPA determines are associated with
resources not listed in, or in accordance with, this section 2 shall be consistent with
section 7 of this exhibit. As of the Effective Date, BPA has determined that the
following resources have RECs associated with them that will be included in the
Tier 1 REC inventory: Foote Creek I, Foote Creek II, Stateline, Condon, Klondike I,
Klondike III, and Ashland Solar. BPA shall maintain this list on a publicly
accessible BPA website and shall periodically update this list to include any then-
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current resources that BPA has determined have Tier 1 RECs associated with them.
BPA shall calculate its inventory of Tier 1 RECs annually and after the fact based
on energy generated by listed resources during the previous calendar year.

3. IDAHO FALLS’ SHARE OF TIER 1 RECS

Beginning April 15, 2012, and by April 15 every year thereafter over the term of this
Agreement, BPA shall:

ey

transfer to Idaho Falls, or manage in accordance with section 5 of

@

The amount of Tier 1 RECs available to BPA to transfg nianage shall be subject
| %&e@l REC inventory used

to provide EPP RECs.
y
4.  TIER 2 RECS A £
If Idaho Falls chooses to purcha$e Eirm Re rex ents Power at a Tier 2 Rate, and

1n§§‘%§fé ‘associated with the resources whose
costs are allocated to the Ti%%ﬂ 1 for such rate, then beginning April 15 of
the year immediately following t firs Fiscal Year in which Idaho Falls’ Tier 2
purchase obligation cmnmences and by"’Aprll 15 every year thereafter for the
duration of Idahtﬁs Tier 2 purchase obligation, BPA shall, based on Idaho Falls’
election pursu nﬂ %’g s8ction 5 of this exhibit, transfer to or manage for Idaho Falls a
pro rata sharé of applicable Tier 2 RECs generated during the previous calendar
year. The of Tier 2 RECs BPA transfers to Idaho Falls shall be the

unt of power purchased at the applicable Tier 2 Rate to the
; haSes under that Tier 2 Rate.

there are RECs which BPA ks de

CKING, AND MANAGEMENT OF RECS

4 Sub3§ct to B‘ ASS determmatlon that the commercial renewable energy tracking
asysfem WREC 1S is adequate as a tracking system, BPA shall transfer Idaho Falls’

re of Tier 1 RECs, and Tier 2 RECs if applicable, to Idaho Falls via WREGIS or
it géssor. If, during the term of this Agreement, BPA determines in consultation
with customers that WREGIS is not adequate as a tracking system, then BPA may
change commercial tracking systems with one year advance notice to Idaho Falls. In
such case, the Parties shall establish a comparable process for BPA to provide Idaho
Falls its RECs.

Starting on July 15, 2011, and by July 15 prior to each Rate Period through the term
of this Agreement, Idaho Falls shall notify BPA which one of the following three
options it chooses for the transfer and management of Idaho Falls’ share of Tier 1
RECs, and Tier 2 RECs if applicable, for each upcoming Rate Period:
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(1) BPA shall transfer Idaho Falls’ RECs into Idaho Falls’ own WREGIS account,
which shall be established by Idaho Falls; or

2) BPA shall transfer Idaho Falls’ RECs into a BPA-managed WREGIS
subaccount. Such subaccount shall be established by BPA on Idaho Falls’
behalf and the terms and conditions of which shall be determined by the
Parties in a separate agreement; or

3) Idaho Falls shall give BPA the authority to market Idaho Falls’ RECs on
Idaho Falls’ behalf. BPA shall annually credit Idaho Falls for Idgho*Ealls’
pro rata share of all revenues generated by sales of RECs fromfth ‘
pool on its April bill, issued in May.

Any RECs BPA transfers to Idaho Falls on April 15 ofed shall be limited to
Fthe p; ng year, except that any
RECs BPA transfers to Idaho Falls by April 1672012, shall be limited to those
generated October 1, 2011, through Decemny g@ﬁ 1, %%9]?1*
&

6. FEES

RECs and (2) the establishiime %:an‘ subaccounts in Idaho Falls’ name pursuant to
sections 5(1) and 5(2) of this exhibitgldaho Falls shall pay all other fees associated
with any WREGIS ogﬁ%gccessor commﬁé@%ial tracking system, including WREGIS

retirement, rese g and’*export fees.

7. CARBON CRE
In the abse ) %gulations or legislation directly affecting BPA, BPA

intendgsto con e of any future Carbon Credits associated with resources

who é'ﬁf osts are re vergin Tier 1 or Tier 2 Rates to Idaho Falls on a pro rata basis

in t e%%”% manh\gx as described for Tier 1 RECs and Tier 2 RECs in sections 3 and

it xhibit. fhis value may be conveyed as: (1) the Carbon Credits themselves;

evenue.crédit after BPA markets such Carbon Credits; or (3) the ability to
er purchases at the applicable PF rate are derived from certain
ral resources.

To the extent necessary to comply with any federal regulation or legislation which
addresses Carbon Credits or any other form of Environmental Attribute(s) and
includes compliance costs applicable to BPA, BPA may, upon reasonable notice to
Idaho Falls, terminate Idaho Falls’ contract rights to Tier 1 RECs under section 3 of
this exhibit and/or Idaho Falls’ pro rata share of Carbon Credits under section 7 of
this exhibit.
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9. RATEMAKING TREATMENT
Notwithstanding the transfer, sharing, management, conveyance, marketing or
crediting of RECs and Carbon Credits, or the value of any or all of them, pursuant to
this Exhibit H, BPA reserves any ratemaking authority it otherwise possesses to
determine and factor in a share of the value and/or cost of any or all of the RECs and
Carbon Credits for the purpose of: (1) determining applicable wholesale rates
pursuant to section 7(c)(2) of the Northwest Power Act; and (2) establishing the
rate(s) applicable to BPA sales pursuant to section 5(c) of the Northwest Power Act
in a manner that BPA determines provides an appropriate sharing of the benefits
and/or costs of the federal system and comparably reflects treatment of REG
Carbon Credits in the calculation of a utility’s average system cost oﬂﬁ%’éource
BPA further reserves its ratemaking authority to recover any cost, vgzl
such ratemaking actions through rates, including rates applicalégle to-
This paragraph does not constitute Idaho Falls’ agreem%%t to statuto
authority BPA does not otherwise have. .

10. REVISIONS o
BPA shall revise this Exhibit H to reflect BPA’s d % i ns relevant to this
exhibit and made in accordance with this Agre ngﬁit A»%a@her revisions to this
Exhibit H shall be by mutual agreement.

3056\13056.DOC) 11/04/08
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Exhibit I
CRITICAL SLICE AMOUNTS

ESTABLISHING ADJUSTED ANNUAL RHWM TIER 1 SYSTEM
CAPABILITY

No later than 90 days prior to the start of each Fiscal Year, beginning with FY 2012,
BPA shall determine the annual and monthly Average Megawatt and MWh amounts
of Adjusted Annual RHWM Tier 1 System Capability for the upcoming Fiscal Year.

Such Adjusted Annual RHWM Tier 1 System Capability amounts shall
determined by adjusting the Fiscal Year amounts used to calculate thé
Tier 1 System Capability for known and determinable events tha

availability or performance of Tier 1 System Resources,*change
Obligations or the requirements of an applicable blologlcaégﬁb inicn
events: (1) would have caused BPA to use different assumpt i
RHWM Tier 1 System Capability had such events beeﬂg&
Process; (2) will result in the Adjusted Annual RH
differing materially from the applicable annual R
and (3) will be reflected in BPA’s operation of 4} CRPS durmg the applicable
Fiscal Year. The monthly Average Megawatt am gsﬁ“of Adjusted Annual RHWM
Tier 1 System Capability so deter@ ined § al e specified in the applicable rows of
the table below for each Fiscal Y}‘earz Thé ; "onthly Adjusted Annual RHWM Tier 1
System Capability expressed’in megawatt- “huis will be the product of the monthly
Adjusted Annual RHWM &1 , s’éém Capability in Average Megawatts multiplied
by the number of hours in the m &gnd will be specified in the applicable rows of
the table below for *t:}%%Flscal Year.

iSystem Capability
M ier*]l System Capability;

3

Adjiisted Annual RHWM Tier 1 System Capability
N
Feb | Mar | Apr | May Jul

Jun

Aug | Sep

annual

aMW

Fiscal Year 2012

Energy (aMW)

Energy (MWh)

Fiscal Year 2013

Energy (aMVV)‘,ﬁtt

Fiscal Year 2014

Energy (aMW) %

Energy (MWh) |

£

Fiscal Year 2015

Energy (aMW)

Energy (MWh)

Fiscal Year 2016

Energy (MWh)

Peak (MW)

Fiscal Year 2017

Energy (MWh)

Peak (MW)

09PB-13056, Idaho Falls
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Adjusted Annual RHWM Tier 1 System Capability
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep a:;{‘é;l

Fiscal Year 2018

Energy (aMW)

Energy (MWh)

Fiscal Year 2019

Energy (aMW)
Energy (MWh)

Fiscal Year 2020
Energy (aMW)
Energy (MWh)

Fiscal Year 2021
Energy (aMW)

Energy (MWh)

Fiscal Year 2022

Energy (aMW)

Energy (MWh)

Fiscal Year 2023

Energy (aMW)

Energy (MWh)

Fiscal Year 202

Energy (aMW)

Energy (MWh)

Energy (aMW)

Energy (MWh)

Energy (aMW) |
Energy (MWh)
) Fiscal Year 2027
Energy (aMW)
Energy (MWh)
Fiscal Year 2028
Energy (aMW)

Energy (MWh)

am unts of AdJusted Annual RHWM Tier 1 System Capability set forth in the table
in sectlon 1 for each Fiscal Year by Idaho Falls’ Slice Percentage applicable to each
such Fiscal Year stated in section 2 of Exhibit K. The Critical Slice Amounts so
determined will be specified in the applicable row of the table below for each Fiscal
Year. The monthly Critical Slice Amounts, expressed as megawatt-hours, shall be
the product of the monthly Critical Slice Amounts in Average Megawatts multiplied
by the number of hours in the applicable month, and will be specified in the
applicable row of the table below for each Fiscal Year.

09PB-13056, Idaho Falls 2o0f4
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Annual Critical Slice Amount

Oct | Nov

Dec

Jan

Feb | Mar | Apr

May

Jun

Jul

Aug

Sep

annual
aMW

Fiscal Year 2012

Energy (aMW)

Energy (MWh)

Fiscal Year 2013

Energy (aMW)

Energy (MWh)

Fiscal Year 2014

Energy (aMW)

Energy (MWh)

Fiscal Year 2015

Energy (aMW)

Energy (MWh)

Fiscal Year 2016

Energy (MWh)

Peak (MW)

Fiscal Year 2017

Energy (MWh)

Peak (MW)

Energy (aMW)

Energy (MWh)

Energy (aMW)

Energy (MWh)

» scaﬁfY_ear 2020

Energy (aMW) —
Energy (MWh) |

Fiscal Year 2021

Energy (aMW)

Energy (MWh)

Fiscal Year 2022

Energy (aMW)

Energy (MWh)

Fiscal Year 2023

Energy (aMW)

Energy (MWh) F

Energy (al N

Fiscal Year 2024

Energy (MWh)%|

.

s

Fiscal Year 2025

Energy (aMW)

Energy (MWh)

Fiscal Year 2026

Energy (aMW)

Energy (MWh)

Fiscal Year 2027

Energy (aMW)

Energy (MWh)
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Annual Critical Slice Amount

Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep annual

aMW
Fiscal Year 2028

Energy (aMW)

Energy (MWh)

Note: Fill in the table above with megawatt-hour values rounded to a whole number, and average megawatt values
rounded to three decimal places.

REVISIONS

By September 15, 2011, and by each September 15 thereafter, BPA sh
Idaho Falls a revised Exhibit I reflecting the annual and monthly,Ad; us%g ﬁn%ual
RHWM Tier 1 System Capability and Critical Slice Amounts fof the u gg%o ng Fiscal
Year determined in accordance with this Exhibit I, and % writt : ummary stating
any changes to the assumptions used by BPA to determin RE
System Capability for such Fiscal Year, the reasons for guch nge and the
resulting impacts to the RHWM Tier 1 System Capabilit hgt changes shall be

56.DOC) 11/04/08
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Exhibit J
PRELIMINARY SLICE PERCENTAGE AND INITIAL SLICE PERCENTAGE

1. PRELIMINARY SLICE PERCENTAGE
Idaho Falls’ Preliminary Slice Percentage is as specified below:
Preliminary Slice Percentage = 0.52018% or 0.0052018 as a decimal value.

2. INITIAL SLICE PERCENTAGE
Idaho Falls’ Initial Slice Percentage shall be determined in accordance wi

of Exhibit Q. Promptly following such determination, BPA shall enter Idaht
Initial Slice Percentage below: .

Initial Slice Percentage = xx.xxxxx%, or 0.XXXXXXX as a &ecima

3. REVISIONS -
No later than May 1, 2011, BPA shall revise section 2 ofithis
Idaho Falls’ Initial Slice Percentage.

hibit J to enter

(PSE-W:\POWER\CONTRACT\CUSTOMER\IDAHO FALLS\44 6\13056. 0OC) 11/04/08
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1.1

1.2

Exhibit K

ANNUAL SLICE PERCENTAGE DETERMINATION PROCESS

Annual Slice Percentage Determination Process

Definitions
The following definitions apply only to this exhibit.

1.1.1 “Slice Percentage Adjustment Ratio” or “SPAR” means, fo
Fiscal Year, the ratio that is determined by dividing: (1) ¢
CHWM by (2) the sum of the Initial CHWM and the Additi
CHWM for such Fiscal Year. The SPAR shall be e
digit decimal number and entered into the table ig

1.1.2 “Tier 1 Purchase Amount” means the lesser g
Requirement or Idaho Falls’ RHWM.

Establishing SPAR Amounts
No later than 15 days prior to the first day
with FY 2012, BPA shall compute the $P%

into the table below.

- g

Fiscal Year Slice Percentage
Adjustment Ratio
FY 2012 X.XXXXX
FY 2013 XXXX
FY 2014 X.XXXXX
X.XXXXX
X.XXXXX
2 X.XXXXX
FY:20 X XXXXX
FY 201 X.XXXXX
:%&g}_' 2020 ¢ X.XXXXX
F¥:2021 § X.XXXXX
Fﬁ%QZ XXXXXX
FY 25”23% X.XXXXX
FY 2024 X.XXXXX
EY 2025 X.XXXXX
4@ 2026 X XXXXX
FY 2027 X.XXXXX
FY 2028 X.XXXXX
1.3 Determination of Slice Percentage
By September 15, 2011, and by each September 15 thereafter, BPA shall
determine Idaho Falls’ Slice Percentage by adjusting Idaho Falls’ Initial Slice
Percentage, as set forth in section 2 of Exhibit J, using the procedure set
forth below.
09PB-13056, Idaho Falls 1of2

R,

»
Croy




- ———
® ®

1.3.1 Annual Net Requirement Greater Than or Equal to the
Product of AART1SC*ISP*SPAR
If Idaho Falls’ Annual Net Requirement is greater than or equal to the
product of: (1) the Adjusted Annual RHWM Tier 1 System Capability,
(2) Idaho Falls’ Initial Slice Percentage, and (3) the SPAR, then Idaho
Falls' Slice Percentage shall be set equal to its Initial Slice Percentage
multiplied by the SPAR.

1.3.2 Annual Net Requirement Less Than the Product of
AART1SC*ISP*SPAR
If Idaho Falls’ Annual Net Requirement is less than th« 8
(1) the Adjusted Annual RHWM Tier 1 System Cap
Falls’ Initial Slice Percentage, and (3) the SPAR, 'en ah alls’
Slice Percentage shall be set equal to the Fhtio dek rmmed by dividing

2. SLICE PERCENTAGE .
BPA shall enter Idaho Falls’ Skice Percentage c lgj“@fated%p
this exhibit into the table below as a percentagée b
decimal value rounded to the seventh digi 4;

. i o &
Fiscal Year | Slice Percentage @emmal value
FY 2012 XXXK
FY 2013
FY 2014
FY 2015 y: Q{x XXXXX % (0 XXXXXXX)
FY 2016 i KX XXXXX % (0.XXXXXXX)
FY 2017 : XAXXX %  (0.xXXXXXX)

FY 2018 XXXXXX % (0.XXXXXXX)
% X%xxX % (0.XXXXXXX)
XXXKXXX % (0.XXXXXXX)
21 , XX.XXXXX % (0.XxxxXxXxX)

. x@ XX.XXXXX % (0.XXXXXXX)
XXXXXXX % (0.XXXXXXX)
XXXXXXX % (0.xxxxxXXX)
XX.XXXXX % (0. XXXXKXX)
XX.XXXXX % (0.xxXxxXxXXX)
XX.XXXXX % (0. xxxXxXXXX)
xX.xxxxx % (0.XXXXXXX)

3. REVISIONS
BPA shall revise the table in section 1.2 and the table in section 2 of this Exhibit K
for each Fiscal Year in accordance with the terms of this Exhibit K. Other changes
to this Exhibit K shall be by mutual agreement of the Parties.

(PSE-WAPOWERNCONTRACT\CUSTOMER\IDAHO FALLS\13056\13056.DOC) 11/04/08
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Exhibit L
RHWM AUGMENTATION

1. RHWM AUGMENTATION AMOUNTS
The amounts of RHWM Augmentation applicable to each Fiscal Year of each Rate
Period shall be entered into the table below no later than 60 days after the
conclusion of the RHWM Process for each such Rate Period.

Fiscal Year RHWM
Augmentation
FY 2012 xxx aMW
FY 2013 xxx aMW
FY 2014 xxx aMW
FY 2015 xxx aMW
FY 2016 xxx aMW
FY 2017 xxx aMW
FY 2018 xxx aMW
FY 2019 xxx aMW
FY 2020 xxx aMW
FY 2021 xxx aMW
FY 2022 XXX aMJ@ &
FY 2023 W ’\
FY 2024
FY 2025
FY 2026
FY 2027
FY 2028

jnent of tﬁ 0Ss 3ase amount as determined by the BOS Module pursuant to
.1of bit M, and shall be made available to Idaho Falls in a Flat

sthe applicable Fiscal Year.

RH Process

(PSE-WAPOWER\CONTRACT\CUSTOMERNIDAHO FALLS\13056\13056.DOC) 11/04/08
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Exhibit M
SLICE COMPUTER APPLICATION

Table of Contents

Section Page

1. Slice Computer Application — General Description .........cccovcevvvcinunnnanns 1
2. DefiNitions .ccccccccvneneeriereereeiiseeissrcssesenesneesaessssesssscsssaessssessssssssassssssssssssasssassene 2
3. Slice Water Routing Simulator .........cccviiivnnenniieneirinecisssonnnssnnnne 2
3.1 General Description.. i 2
3.2 Simulator Parameters .........cccrveeesireecensoneeensennnnaneseennnnes 4

3.3 Idaho Falls’ Customer Inputs and Use of the
SIimUlator ... 5

-1

3.4 Simulator OUtPUL ..ccviiiiniiiiiiieneeenienisiteearessnseressesses & .
3.5 Simulator Documentation, Performance™Test, and Ac ‘uracy.. 17
3.6 Calculation and Application of the Calibrate S%},a or

DisSCRArZe coccvriiniiritiiiiieiinise v B see e B ags o ssssonsssannessnne 13
3.7 Calculation and Application of the H i ;

Adjustment......coeeecvuniiiniiecniiiiinieany, .
4. Balance of System Module ................... §§%§;
4.1 BOS Base Amount A\
4.2 BOS Flex Amount ......cccceunees

4.3 BOS Deviation Retu n Amdi un
4.4  Additional Energy A jounts
4.5 Total BOS Amounts ....5 ...t
Default User Interfac eeeeestnsrensossstannrresinaressernssaesseensrnssanererrenssrsenen
SCA ReEPOItS cicieeiiieniininiciinvsssssstuilBihssosesssosssssereresssssssssssssssssnnsesassansssssssssssansssanee
Hourly Dellv%gyﬁ%Request ...............................................................................
SCA Trial P@grlod

©®Pa® o

The Sh e Computer Application consists of the Slice Water Routing
e Baiance of System Module, the Default User Interface, and other
related proc %é s used for scheduling, tagging, and accounting of Slice Output and
mmumcation of information, all as described below.

‘e Computer Application is used to determine Idaho Falls’ hourly Slice
Output Energy amounts that will be made available by Power Services for delivery
to Idaho Falls. The total amount of Slice Output Energy to be scheduled each hour
is comprised of the results of the Simulator and the BOS Module, as set forth in
section 7 of this exhibit.

In the event Exhibit O is implemented pursuant to section 5.10.3.2 of the body of
this Agreement, only sections 3.5, 5, 8, and 9 of this Exhibit M shall be in effect as
long as Exhibit O remains in effect.

09PB-13056, Idaho Falls ) 1of17




2. DEFINITIONS
The following definitions apply only to this Exhibit M.

2.1 “Algorithm Tuning Parameters” means factors, coefficients, or variables that
are embedded within Simulator algorithms or formulas and are adjusted by
Power Services as needed to appropriately implement provisions of this
Agreement.

2.2 “Bypass Spill” means Spill that occurs at a hydroelectric project asgociated
with lock operations, leakage and fish bypass systems.

SIMULATOR

ral Déscription

imulator is designed to determine Idaho Falls’ potential range of

],e‘§ Simulated Output Energy Schedules and Delivery Limits

iated with the Simulator Projects. Idaho Falls shall utilize the
Simulator to simulate the routing of available stream flow through the
imulator Projects in compliance with established Simulator Parameters.
Power Services is responsible for establishing and managing Simulator
Parameters within the Simulator, pursuant to section 3.2 of this exhibit, and
Idaho Falls is responsible for establishing and managing Customer Inputs
within the Simulator, pursuant to section 3.3 of this exhibit. Idaho Falls
shall use the Slice Computer Application to determine and make its requests
for Slice Output Energy scheduled from Power Services.

3.1.1 The Simulator will be managed, updated and maintained by BPA.
Idaho Falls shall have access to the Simulator for the purpose of
running various Simulated Operating Scenarios.

09PB-13056, Idaho Falls 20f 17
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3.1.2 The Simulator shall be designed to produce Simulated Operating
Scenarios in one-hour time periods for no less than 41 hours and no
more than 48 hours, and additional eight-hour time periods for no less
than 22 periods and no more than 24 periods, depending upon the
Simulator Initialization Time.

3.1.2.1 The one-hour time periods shall begin with the hour that
dlrectly follows the Simulator Imtlahzatlon T1me g d will

3.1.2.2

eight-hour time periods shall begl% i h ‘
period following the one- hour ti '

3.1.3 The Simulator shall incorporate”g%% oximate hydraulic time lags

:', % 4
3.1.4 teflec th‘g application of all Operating

Sisiulator Project, 1nclud1ng compliance

3.1.5 The Sxmulator shall calcilate simulated inflows to Grand Coulee
basget upon forecast (or measured when avallable) discharges from

prme&t@aﬁd Grand Coulee, as adjusted for forecast Banks Lake
irrigatign pumping flows.

In ‘i and shall use such computed discharge to establish Idaho Falls’
simulated Chief Joseph inflow, given appropriate time lags, and as
¢ adjusted for forecast Chief Joseph Incremental Side Flows.

The Simulator shall calculate simulated inflows to McNary based
upon forecast (or measured when available) discharges from Priest
Rapids and Ice Harbor after considering approximate hydraulic time
lags between those projects and McNary, as adjusted for forecast
McNary Incremental Side Flows. The Simulator shall also incorporate
Idaho Falls’ Hydraulic Link Adjustment, pursuant to section 3.7 of
this exhibit, into Idaho Falls’ simulated McNary inflow.

3.1.8 The Simulator shall compute the simulated McNary discharge,
generation, and forebay elevation based on Idaho Falls’ Customer
Inputs and shall use such computed discharge to establish Idaho Falls’

09PB-13056, Idaho Falls 3of 17
Exhibit M, Slice Computer Application

O
oo

1)




simulated John Day inflow, given appropriate time lags, and as
adjusted for forecast John Day Incremental Side Flows.

3.1.9 The Simulator will compute the simulated discharge, generation and
forebay elevations for John Day, The Dalles and Bonneville, as well as
simulated inflows into The Dalles and Bonneville for Idaho Falls, in a
like manner.

3.1.10 The Simulator will not be designed to accept aggregated C

Falls may develop aggregated Customer Inputs for uses
processes but must translate such aggregated Custop
individual Customer Inputs for each Slmulator P :
Slice Computer Application to validate Id&ho Fa
operation of individual Simulator Projects agéin
Constraints.

3.2 Simulator Parameters
Power Services shall establish, monitor
Parameters, as specified in this sectio
Project to reflect: (1) Operating C%ps @éffect or to take effect at the
actual Tier 1 System Res ce, and (@2ytorecast system conditions used by
Sfbte 'Resources, for the entire Simulator
ll:designate each Operating Constraint
14t Pa tameter as either an Absolute Operating
nstralnt or a Soft Operatmg Constramt

_ Stmulator Parameters shall reasonably represent the actual
operatm_ ility available from the Tier 1 System Resources that

ating conditions that affect the Slmulator Projects and shall
mulator Parameters as necessary to reflect changes.
%ér Services shall have the right to revise Simulator Parameters
affecting each Scheduling Hour up to one hour prior to the beginning
# of each such Scheduling hour. For example, Power Services shall have
the right to revise Simulator Parameters affecting Scheduling Hour 13
up until 11:00 a.m.
3.2.2 The Simulator Parameters shall include:

) Hourly regulated inflows (Grand Coulee and McNary only);

2) Hourly Incremental Side Flows;

3) Initial forebay elevations;

(4) Water to energy conversion factors (H/Ks);

09PB-13056, Idaho Falls 40f 17
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(5) Content to elevation conversion tables;
(6) Project turbine capacities;

V)] Spill limitations and requirements, including Bypass Spill

quantities;
8) Generation limitations and requirements;
9) Discharge limitations and requirements as needé¢ to mee; Both

discharge and tailwater elevation requiremen
a7
(10) Forebay limitations and requiremé’ﬁts;

ulator Projects

(11) System wide requirements that affect t
SR
ng Reserves);

(e.g. Vernita Bar, chum spawning, ot ()

3.3

ight-hg

sreéﬁ

T time period for the entire Simulator Modeling Period.
ired to submlt Customer Inputs to the Simulator

Generation requests;

2) Elevation requests;

3) Discharge requests; and,

4@ Customer Inputs as implemented pursuant to section 5.12 of
the body of this Agreement and included in the specification

manual described in section 3.5.1 of this exhibit.

3.3.2 Customer Inputs shall be stated in terms of whole project capability
rather than Idaho Falls’ Slice Percentage of project capability.

09PB-13056, Idaho Falls 50f17
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3.3.3 The Simulator shall include criteria for prioritizing Customer Inputs
among generation, elevation, and discharge requests. Using these
criteria, Idaho Falls may specify, in its Customer Inputs, the relative
priority of its generation, elevation, or discharge requests, which shall
be used by the Simulator to produce a Simulated Operating Scenario
in accordance with applicable Simulator Parameters.

3.3.4 Upon submission to Power Services, the Simulator shall ss Idaho
Falls’ Customer Inputs to determine a Simulated Operatifig S¢gnario.
The simulated generation values resulting from each S;iﬁi%late
Operating Scenario shall represent Idaho Falls’ p i ‘
Output Energy Schedules. Simulated Output Eng
not considered schedules for power delive@.

3.3.5 For each Simulated Operating Scenario the Slic&Computer
Application will provide Idaho Falls wigh a rep ating for each
Simulator Project: (1) the resulting 11%& tedy
and elevation values, (2) which, if 411y, Absolute or Hard Operating
Constraints limited the SimulatédiQperating Scenario, and (3) which,
if any, Absolute or Hard O ] dnstraints were violated.

3.3.6 IfIdaho Falls sub‘f&
Scenario that#ould otherwise s8ult in violations of one or more

‘ating Constraints, the Simulator shall, to the
extent possible, establi Simulated Operating Scenario that
confor; fis to the Absolute’or Hard Operating Constraints. In such
event, Idaho Falls shall make the election to either cancel the

n isSion of its Customer Inputs or accept the results of the
late %perating Scenario.

ix6hall have the right to modify and submit to Power

cesdts Customer Inputs for each Scheduling Hour within the
schéduling deadline established in section 4.1 of Exhibit F. As of the
sche¢duling deadline prior to each Scheduling Hour, the Simulator
shall process the Customer Inputs last submitted by Idaho Falls to
determine Idaho Falls’ final Simulated Operating Scenario and
associated final Slice Output Energy Schedules, which shall be the
basis of Idaho Falls’ Delivery Request, as described in section 7 of this
exhibit, for each such Scheduling Hour.

At least once per day, Idaho Falls shall be required to produce a
Simulated Operating Scenario that demonstrates all Simulator
Projects are in compliance with all applicable Operating Constraints
for the duration of the Simulator Modeling Period.

3.3.9 Power Services shall provide Idaho Falls with access, via the Slice
Computer Application, to a test version of the Simulator that can be

09PB-13056, Idaho Falls 6 of 17
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used for scenario testing. In this test version Idaho Falls shall have
the ability to modify Simulator Parameters.

3.4 Simulator OQutput
Based on the Simulator Parameters and Customer Inputs in effect, the
Simulator shall produce the following results for each one-hour and eight-
hour time period for the entire Simulator Modeling Period:

3.4.1 Idaho Falls’ potential Simulated Output Energy Schedules%g%gaulated

associated with each Simulator Project.

3.4.2 A list of Customer Inputs that resulted in v101at10ﬁﬁ$
Constraints within the Simulated Operat%%g Scenari
section 3.3.6 of this exhibit, or that were no@tggw i
Simulator, for each Simulator Project.

3.4.3 A list of Operating Constraints that 'a@ﬁmla ted within Idaho Falls’
Png%g,a
3.4.4 4 pursuant to sections 3.4.2
3.4.5 i jitStment amounts as established
3.5 i i rformance Test, and Accuracy
3.5.1

ervices, with Idaho Falls’ input, shall develop a manual with
tions describing the Simulator computations, processes and
ithmg%ln sufficient detail to permit Idaho Falls to understand and
1fy thé”Simulator computations and accuracy of the Simulator
outputs. The Simulator specification manual shall include, but shall
n(@é:e limited to, the following:

1) A documented list of data points, including the source systems
of record, such as BPA’s internal modeling tools or stream flow
forecasting databases, that are accessed and used to determine
Simulator Parameters;

(2) Full documentation, excluding computer code, of the processes
by which the Simulator computes and produces output values;

(3) Full documentation, excluding computer code, of the Simulator
functions available to Idaho Falls, including access and controls
of the Simulator; and

09PB-13056, Idaho Falls 7 of 17
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4) Full documentation of the data output/display processes and
communication protocols associated with Idaho Falls’ computer
systems.

3.5.2 If requested, Power Services may provide Idaho Falls assistance in
developing an operational manual to explain how the Simulator is to
be operated by Idaho Falls. After a reasonable period of time (as
determined by Power Services) following the SCA Implementation
Date, Power Services may charge Idaho Falls for any such agsistance
Power Services provides.

3.5.3 Simulator Performance Test s
Power Services shall conduct the Simulaté)r Perfoagma
specified in this section 3.5.3 of this exhibit, and 45,

this exhibit.

3.5.3.1 Storage Content Test
Using actual stream flo
Side Flows), operating#
Project forebay , andgSimulator Project discharges
for the maqr ths of ¢ any rﬁthrough September 2010, as input
1 rvi&f s shall produce Simulated
sfeach month of that period. Power

mulated Storage Content and the actual Storage Content
or each such Simulator Project for each hour of the test
eriod. For each month of the test period, a Simulator

foject will have passed the Storage Content test if: (1) the
ourly Storage Content difference is greater than the Storage
ofitent value contained in column A of the table below on no
ore than 4 percent of the hours in the month; and, (2) no
hourly Storage Content difference during the month is
greater than the lesser of (i) the Storage Content value
contained in column B of the table below or (ii) one-half of the
applicable monthly available Storage Content. If a Simulator
Project fails either of these tests for a month, then such
Simulator Project will have failed the Storage Content test
for such month.

Simulator Project Column A Column B
Grand Coulee 5 ksfd 15 ksfd
Chief Joseph 5 ksfd 11.5 ksfd
McNary 5 ksfd 15 ksfd
John Day 5 ksfd 15 ksfd
The Dalles 5 ksfd 12.5 ksfd
Bonneville 5 ksfd 15 ksfd
09PB-13056, Idaho Falls 8of 17
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The overall Storage Content test will be deemed to have
failed if one or more of the following occurs:

(1) Grand Coulee fails the test in one or more of the nine
months;

(2) More than 25 percent of the 54 monthly tests fail;

(3) Four or more Simulator Projects fail the
single month; or

(4) Any of the Simulator PrOJects fail tlje
9 months.

3.5.3.2 Energy Test

Using actual stream flows (1nclu§%
Side Flows), operating con raxp@
Project forebay elevationsiS

f the test period, a Simulator Project will
nergy test ift (1) for each day of the month
he daily generation difference is no greater than 5 percent of
the associated Simulator Project’s actual daily generation;
1id, (2) the monthly generation difference is no greater than
percent of the associated Simulator Project’s actual monthly
eration. The overall energy test will be deemed to have
failed if one or more of the following occurs:

(1) Grand Coulee fails the test in one or more of the
9 months;

(2) More than 25 percent of the 54 monthly tests fail;

(3) Four or more Simulator Projects fail the monthly test in
any single month; or

(4) Any of the Simulator Projects fail the test in all
9 months.

3.5.3.3 Peaking Test
Power Services shall produce a separate Simulated Operating
Scenario as specified below, for the hottest consecutive 3-day
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period and the coldest consecutive 3-day period that occurred
during the period January through September 2010.

The 3-day test periods shall be determined by Power Services
based on the weighted-average temperatures for three major
load centers: Portland, Seattle, and Spokane. The weighted-
average temperatures for these load centers will be
determined as follows:

(1) Each city’s daily maximum and daily mini
temperature will be averaged;

(2) The resulting day-average temper g

will be weighted by applyu@load pter percentage

we1ght1ngs which will be detg wPower Services
7 ree cities; and

(3) i 1 gy f ge temperatures for

avgrage doad center temperatures will be
averaged fo secytive 3-day period for the January
thro ﬁh September? 010°] period. The lowest such average
w1ll% Bhlish the coldest 3-day period and the highest such
average ; blish the hottest 3-day period.

"The Simulated Operating Scenarios will be developed using
tual stream flows (including calculated Incremental Side
lows), operating constraints, and initial Simulator Project
rebay elevations from the 3-day test periods as input
grameters. Each Simulator Project’s hourly generation
&equest will be set equal to such Simulator Project’s actual
generation value from the representative test periods. Power
Services will compare each of the Simulator Project’s
simulated hourly generation values to such Simulator
Project’s actual hourly generation values for each of the

6 peak hours on any of the test days. The 6 peak hours shall
be established as the 6 hours with the largest combined
actual Simulator Project generation each day. The peaking
test will be deemed to have failed if either of the following
occurs:

(1) The Simulator Projects’ combined simulated generation
value deviates from the Simulator Projects’ combined
actual generation value by more than 200 aMW over the
6 peak hours on any of the test days; or

09PB-13056, Idaho Falls 10of 17
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(2) The Simulator Projects’ combined simulated generation
value deviates from the Simulator Projects’ combined
actual generation value by more than 400 MW on any of
the 6 peak hours on any of the test days.

3.5.3.4 Ramp Down Test
Using actual stream flows (including calculated Incremental
Side Flows), operating constraints, initial Simulator Project
forebay elevations, and S1mulator Project generatign values

Services shall develop a separate Simulated Qf
Scenario for each specified date. Power .@ i

eneration

Scheduling
}% study day. The

ve ?& ﬁd if one or more

Hour 20 and Scheduling Hour 02%3}
ramp down test will be deemed@l{,o i

any 1

age difference between the simulated and
and Coulee generation change is greater than
each two consecutive hours between
Scheduling Hour 20 and Scheduling Hour 02 on any
ramp down test date.

_ The ramp down test dates will be:

~ January 7-8 (Th-F) and 16-17 (Sa-Su), 2010,
February 4-5 (Th-F) and 24-25 (W-Th), 2010,
March 10-11 (W-Th) and 22-23 (M-Tu), 2010,
April 2-3 (F-Sa) and 19-20 M-Tu), 2010,

May 6-7 (Th-F) and 27-28 (Th-F), 2010,

June 9-10 (W-Th) and 21-22 M-Tu), 2010,
July 1-2 (Th-F) and 30-31 (F-Sa), 2010,
August 12-13 (Th-F) and 20-21 (F-Sa), 2010,
September 6-7 (M-Tu) and 16-17 (Th-F), 2010.

3.5.3.5 Changes to Simulator Performance Test Criteria
If the Simulator Performance Test fails, and after Power
Services discusses the results of the test with Idaho Falls, the
Parties agree the test criteria is unreasonable, inappropriate,
or unattainable, then the Parties may mutually agree to
either deem the Simulator Performance Test as having
passed, or alter the test criteria prior to conducting
subsequent Simulator Performance Tests.
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3.5.4 Simulator Accuracy
Idaho Falls and Power Services acknowledge that model errors are
inevitable. No cumulative accounting of model error impacts shall be
required or established.

3.5.4.1 To minimize such errors Power Services shall ensure
Simulator Parameters established for the Simulator
reasonably reflect the expected values for forecas i
and Operating Constraints and that the Simulatg
reasonably represents the operational attribugh
Simulator Projects. Power Services shall
account and correct for differences betweé: <
measured inflows and H/K value%%reﬂect%in the Simulator
in an effort to minimize cumulativ%{déyia i@gﬁdaho Falls
shall accept such inputs and correctiongyand shall ensure

reasonably reflect Idaho Falls%ints d use of hourly
scheduling flexibility wi he egé&ished Delivery Limits.

3.5.4.2 As an ongoing cheg dlator’s accuracy, Power

Services ghﬁll runfa retri

S

S

Test as d‘egﬁ%’\ibed 1 ;;ect n 3.5.3 of this exhibit by October 31
of eg@gﬁ calen%% yearididting the term of this Agreement,

beginning with calendar year 2012. The Simulator accuracy
criteria 1o gﬁg 2Simulator Performance Test shall be set
.equal to actual Simulator accuracy associated with the
preceding Simulator Performance Test results, unless the
arties agree otherwise through the SIG process. The
specific study dates for each Simulator Performance Test
a@}@} be as agreed by the Parties. The test criteria for each
imulator Performance Test may be modified as agreed by
the Parties. The results of each such test shall be made
available to Idaho Falls by November 15 of each calendar
year. The frequency of such tests may be modified by
agreement of the Parties through the SIG process.

If any annual Simulator Performance Test results are not
within the accuracy criteria established pursuant to

section 3.5.4.2 of this exhibit, Power Services, in consultation
with Idaho Falls and other members of the SIG, shall
promptly implement modifications needed to bring the
Simulator output in compliance with such accuracy criteria.

3.5.5 Documentation of Simulator Updates, Upgrades, or
Replacements and Idaho Falls’ Required Actions
At least 30 days prior to Power Services implementing any updates,
upgrades, or replacements to the Simulator, the Simulator
specifications manual described in section 3.5.1 of this exhibit shall be
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revised by Power Services and distributed to Idaho Falls’ SIG
representative. Within such 30 day period Idaho Falls shall test its
systems and provide sufficient training to its staff to allow it to
prudently manage the changes resulting from the updates, upgrades,
or replacements.

3.6 Calculation and Application of the Calibrated Simulator Discharge
3.6.1 Power Services shall calculate Idaho Falls’ Calibrated Sim

Discharge for each Simulator Project by summing the folldh
components for each hour. ;

(1) The value produced by dividing Idaho Fallg® Simb lated"Output
Energy Schedule by the actual H/K*associ ed with each such
Simulator Project. For Grand Coulegé @E;%@gseph the

all other Simulator Projects, thes
previous hour. For Grand :
reflect an adjustment bas
Coulee;

2

(3)

» aho FFalls’ simulated Elective Spill associated with each such
Simulator Project; and,

daho Falls’ simulated Forced Spill associated with each such

imyflator Project.

) *

Idaﬁ:fb Falls’ Calibrated Simulator Discharge for each Simulator

B Prgﬁ%ct shall be used to establish Idaho Falls’ Storage Offset Account

‘éﬁances, as described in section 4 of Exhibit N.

Calculation and Application of the Hydraulic Link Adjustment

3.7.1 Idaho Falls’ Hydraulic Link Adjustment values shall be determined

for the following periods of each day of this Agreement, beginning
October 1, 2011.

1) The period including hours ending 2300 through 0600;
@) The period including hours ending 0700 through 1400; and

3) The period including hours ending 1500 through 2200.
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3.7.2 Idaho Falls’ Hydraulic Link Adjustment values shall be equal to Idaho
Falls’ average Chief Joseph Calibrated Simulator Discharge for each
period above, minus the average Chief Joseph measured discharge for
the same period.

3.7.3 Idaho Falls’ Hydraulic Link Adjustment values shall be applied as an
adjustment to Idaho Falls’ simulated inflow to McNary in an
equivalent amount for each hour of the same period for the following
day.

4, BALANCE OF SYSTEM MODULE
The BOS Module will include processes that compute: (1) the BOS 5
(2) the BOS Flex amounts, (3) Idaho Falls’ BOS Deviation Returh am nt@, and
(4) Idaho Falls’ Additional Energy amounts, all as specﬁ%ed bela:

4.1 BOS Base Amount
Consistent with the following provisions, the BO
determined by Power Services and provided, toild;

amount shall be

aﬁs .

sha ‘be equal to the sum of:

4.1.1 The BOS Base amount for eachf
lany

Obligations will be netted against or
_ generation as appropriate. Energy

& with RHWM Augmentation included in the BOS Base
nt% all be applied in equal amounts each hour of each FY.

"“'néd by Power Services and made available to Idaho Falls on an as
available basis. :

1.2.1 The BOS Module will: (1) determine if there is sufficient flexibility to
reshape the hourly generation associated with the Lower Snake
Complex that is included in the BOS Base amount, and if so,

(2) provide as output the resulting amount by which the BOS Base
amount can be increased or decreased on any given hour. The BOS
Module will specify the BOS Flex amounts that are available for
preschedule as well as adjusted BOS Flex amounts that are available
for real-time.

4.2.2 Such BOS Flex amounts shall reflect, in the judgment of Power
Services, the amount by which the BOS Base amount can reasonably
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be reshaped using the within-day flexibility available in the Lower
Snake Complex, taking into account the Operating Constraints and
stream flow conditions.

4.2.3 Idaho Falls shall determine its planned hourly use of the BOS Flex
and submit to Power Services as part of the preschedule process,
positive and negative hourly BOS Flex schedules that sum to zero for
each day. A positive hourly BOS Flex schedule shall reflect an
increase relative to the BOS Base amount and a negative hourly

4.2.4 In real-time, Idaho Falls shall update its hourly BO
comply with revised BOS Flex amounts. Ifa mid:fa
BOS Flex amounts prohibits Idaho Falls from sc

total BOS Flex energy to equal zero, then I%&l&g\Fﬂm@ 11 adjust its
BOS Flex schedules to bring its net day total Flex schedule as
close to zero as possible within the revig%ga OS Fléx amounts. Idaho
Falls’ BOS Deviation Account balance 4 adjusted to compensate
eduled for any

calendar day.

4.2.5 The BOS Flex availdble to daé; ) hall be equal to the BOS Flex
determined pursuantito wdection 4.2 multiplied by Idaho Falls’

B

Slice Percentagde.

4.2.6 IfIdaho Falls deteriiifigs it has a significant risk of not meeting its
firm 1 gl service at any time, Idaho Falls may request that Power
Se V’i‘fces;%s time permits and based on its professional judgment,
§ ability to modify the established BOS Flex amounts within
®perating Constraints. If Power Services alters such BOS
ts, such updated values shall apply to all Slice Customers.
cknowledges such assessment by Power Services may
4n increase, decrease or no change to any of the remaining
hourly BOS Flex amounts.

BO ] %iation Return Amounts
The BOS Module will compute and establish Idaho Falls’ BOS Deviation
Return amounts as established in section 4.4.1 of Exhibit N.

Additional Energy Amounts
The BOS Module will compute and establish Idaho Falls’ Additional Energy
schedules pursuant to section 5.8 of the body of this Agreement.

4.5 Total BOS Amounts
Idaho Falls’ total BOS amount shall be equal to the sum the following
components, rounded to a whole number:

(1) the BOS Base schedule as established pursuant to section 4.1 of this
exhibit;
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(2) the BOS Flex schedule as established pursuant to section 4.2 of this
exhibit;

(3) the BOS Deviation Return amount described in section 4.3 of this
exhibit; and,

(4) the Additional Energy amount described in section 4.4 of this exhi