PacifiCorp Guaranteed Generation

Executive Summary 

May 2, 2001

Event Coverage
NERC outages and de-rates (U1, U2, U3, SF, D1, D2, D3)









Premum
The combined premium for both the East and West hedges is as follows:

Payment Date                      Amount     .
06/01/01                              $X

01/01/02                              $Y

01/01/03                              $Z

01/01/04                              $A





                       East Hedge




Description
During periods of high unit outages Counterparty will deliver energy to PacifiCorp.  Financial settlement can be substituted for physical delivery at any time.




Term
June 1, 01 through March 31, 04 (34 months)




Point of Delivery
Counterparty shall deliver energy to PacifiCorp at Palo Verde.  To the extent surplus import capability exists, other POD’s will be made available to Counterparty by PacifiCorp.













Quantity & Trigger
When its Eastern fleet is operating at a rate of less than 90% of Net Dependable Capacity (NDC), Counterparty shall deliver up to 500 MW per hour over On-Peak hours at a rate of  0.8 MW for every 1 MW off-line due to a forced outage or deration, according to the formula, below:

Min (Max (0, (( Ou - 10% x NDC)), (( Ou x DR))

Ou is the sum, in MW, of the capacity off line due to a forced outage or derating.

The Delivery Rate (DR) shall equal 0% for outages with a duration of 192 hours or less.  DR shall equal 80% for all outages in excess of 192 hours.
Net Dependable Capacity shall equal 4458 MW which is the sum of the NDC on each unit held in the basket of units associated with the East Hedge.  (Note the exception under Hunter 1 availability.)




Hunter 1 Availability
Hunter 1 shall not be considered a part of the Basket of units until the later of July 1, 2001 or 30 days following its release to commercial operations.  Accordingly, the NDC of the basket shall be reduced by 403 MW until such time.  This in turn reduces the weighted basket trigger points to 90% of 4012.



Strike Price
The strike prices shall differ during the Term as specified below (note the exception of the Gadsby units):
Strikes:  June ’01 - Q1 ’02



East


Jun ’01


$250/MWh



Q3 ’01


$300/MWh



Q4 ’01


$100/MWh



Q1 ’02


$100/MWh



Strikes:  Q2 ’02 - Q1 ’04
$100/MWh



Gadsby Strikes
Should PacifiCorp elect to take delivery of Power (or financial settlement) and a portion of such Power  or settlement be associated with the capacity of the Gadsby units 1, 2 or 3, the Strike price for that portion of the Power associated with the Gadsby 1,2 or 3 shall equal the greater of the Strike Price, listed above.  However, if Gas Index times 12.5 MMBtu/MWh for the day of delivery exceeds the Strike Price, PacifiCorp shall refund Counterparty for the value of that power.

Gas Index means the Questar, mid-point as published in Gas Daily’s Daily Price Survey for the flow date corresponding to the day of delivery.


Financial Settlment
PacifiCorp has the unlimited right to financial settlement in lieu of taking Power.  Financial settlement shall equal the difference of the daily index minus the strike price.  When this right is excercised, the daily index shall be assumed to never be greater than $1,500/ MWh.

Counterparty has the unlimited right to financial settlement in lieu of delivering Power.  Financial settlement shall equal 1.25 times the daily index minus the strike price.  When this right is exercised, the daily index shall be assumed to never be greater than $1,500 / MWh (1.25 times $1,500 equals $1,875/MWh).

Daily index shall equal the DJ Palo Verde firm on-peak index.



MWh Limit
Counterparty shall not be obligated to deliver more than 1,044,480 MWh during any one contract year (June – March for the first year and each April – March thereafter).



Schedules
PacifiCorp shall notify Counterparty of its available capacity every morning at 0625 PPT.  PacifiCorp must exercise  its right to take energy no later than 0630 PPT.


Schedule Interuptions
PacifiCorp’s right to take energy associated with any given outage ceases with the unit’s return to normal status.






Unit Quality
As PacifiCorp’s system 12-month rolling portfolio outage measure (POM) falls to each stair-step level, the ratio of coverage (starting at 80%) will be decreased according to the table below:

POM Range

            DR    .

6.29<=POM<9.04

80%
1
9.04<=POM<9.31

70%
2
9.31<=POM<9.59

60%
3
9.59<=POM<9.86

50%
4
9.86<=POM<10.14

40%
5
10.14<=POM<10.41

30%
6
10.41<=POM<10.69

20%
7
10.69<=POM<10.96

10
8
POM>=10.96


0




                      West Hedge



Description
During periods of high unit outages Counterparty will deliver energy to PacifiCorp.  Financial settlement can be substituted for physical delivery at any time.



Term
June 1, 01 through March 31, 04 (34 months)



Point of Delivery
Counterparty shall deliver energy to PacifiCorp at Mid-C.  To the extent surplus import capability exists, other POD’s will be made available to Counterparty by PacifiCorp.



Quantity & Trigger
When its Western fleet is operating at a rate of less than 90% of Net Dependable Capacity (NDC), Counterparty shall deliver up to 350 MW per hour around the clock (7x24)  at a rate of ~.8 MW for every 1 MW off-line due to a forced outage or deration, according to the formula, below:

Min (Max (0, (( Ou - 10% x NDC)), (( Ou x DR))

Ou is the sum, in MW, of the capacity off line due to a forced outage or derating.

The Delivery Rate (DR) shall equal 0% for outages with a duration of 192 hours or less.  DR shall equal 80% for all outages in excess of 192 hours.

Net Dependable Capacity shall differ seasonally.  During the winter NDC shall equal 2020 MW.  During the summer NDC shall equal 1991 MW.  NDC changes due to seasonal differences in the output of Hermiston.







Strike Price
The strike prices shall differ during the Term as specified below (note the exception of the Hermiston units:
Strikes:  June ’01 - Q1 ’02


West - On Peak

West - Off Peak
Jun ’01


$250


$150

Q3 ’01


$300


$200
Q4 ’01


$200


$100
Q1 ’02


$100


$100

Strikes:  Q2 ’02 - Q1 ’04
$100/MWh


Hermiston Strikes
 Should PacifiCorp elect to take delivery of Power (or financial settlement) and a portion of such Power or settlement be associated with the capacity of the Hermiston units 1 or  2, the Strike price for that portion of the Power associated with the Hermiston 1 or 2 shall equal the greater of Strike Price.  
However, if Gas Index times 8 MMBtu/MWh for the day of delivery exceeds the Strike Price, PacifiCorp shall refund Counterparty for the value of that power


Gas Index means the Stanfield, mid-point as published in Gas Daily’s Daily Price Survey for the flow date corresponding to the day of delivery.



Financial Settlment
PacifiCorp has the unlimited right to financial settlement in lieu of taking Power.  Financial settlement shall equal the difference of the daily index minus the strike price.  When this right is excercised, the daily index shall be assumed to never be greater than $1,500 / MWh.

Counterparty has the unlimited right to financial settlement in lieu of delivering Power.  Financial settlement shall equal 1.25 times the daily index minus the strike price.  When this right is exercised, the daily index shall be assumed to never be greater than $1,500 / MWh (1.25 times $1,500 = $1,875).

Daily index shall equal the DJ Mid-C on-peak and off-peak indices.



MWh Limit
Counterparty shall not be obligated to deliver more than 511,000 MWh during any one contract year (June  – March for the first year and each April – March thereafter).



Schedules
PacifiCorp shall notify Counterparty of its available capacity every morning at 0625 PPT.  PacifiCorp must exercise its  right to take energy no later than 0630 PPT.



Schedule Interuptions
PacifiCorp’s right to take energy associated with any given outage ceases with return to normal status.



Unit Qulity
As PacifiCorp’s system 12-month rolling portfolio outage measure (POM) falls to each stair-step level, the ratio of coverage (starting at 80%) will be decreased according to the table below:

POM Range

            DR   .

6.29<=POM<9.04

80%
1
9.04<=POM<9.31

70%

2
9.31<=POM<9.59

60%

3
9.59<=POM<9.86

50%

4
9.86<=POM<10.14

40%

5
10.14<=POM<10.41

30%

6
10.41<=POM<10.69

20%

7
10.69<=POM<10.96

10

8
POM>=10.96


0











Limits
During a contract year, Counterparty shall not be obligated to deliver power or financial settlement after the sum of the notional value of the power  minus the Strike for each MWh delivered exceeds $300,000,000.

Furthermore, during the Term, Counterparty shall not be obligated to deliver power or financial settlement after the sum of the notional value minus the Strike for each MWh delivered exceeds $750,000,000.

The Limits are the collective payment limits of both the East and West hedges.

The notional value shall be calculated for each MWh of Power or financial settlement according to the corresponding Dow Jones Palo Verde and Mid-C Index, as appropriate.



Conditions
The terms and prices contained herein are subject to the approvals of Counterparty’s risk and management committees as well as the completion of  a due dilligence review and a mutually satisfactory contract.  Furthermore the terms and prices are subject to changing market conditions.


