STATEQF CAUFORNIA — THERESOURCES AGENCY ARNOLD SCHWARZENEG(GER, Governar
DEPARTMENT OF WATER RESOU RCES A
1471 & MIRTH STREET, P_O, BOX 742834 :
SACRAMENTO, CA 94235-0001 ‘ ) ’ '
718} 453-5771

February 4, 2008

Mr. Gerry Froese . : .
Asset Optimization Manager . ‘

PPM Energy, Ine.

830 NE Halladay, Suite250

Portland; Oregon 97232

Dear Mr. Frcese ' ' o o

The Callfornla Department of Water Resources (“CDWR") and PPM Energy, inc., fik/a
PacifiCorp Power Marketing, Inc. ("FPM") (co[lectlve[y the "Parties") have agreed o
enter Amendment #2 to the Ten-Year Power Purchase Agreement between PPM and
CDWR dated July 6, 2001 (the “Agreement"), a copy of which is attached hereto, in
order to resolve the seller's choice Issues raised in the Federal Energy Regulatory
Commission ("EERC") proceeding in Public Utilities Providing Service in Californla
under Sellers’ Choice Contracts, Dacket No EL04-108-000, et al., (the “Seller's Cholce
Praceeding"} as such issues relate to the Agreement. [n light of Amendment#z the
Parties further have agreed to jolntly file a motion to dismiss the Agreeman’f from the
Seller's Choice Proceeding.

The Partles hereby acknuwledge and agree that Amendment #2 is intended solely to
. address the seller's choice issues arisirig from PPM's right under the Agreementto .
deliver energy to NP-15, and that neither Amendment #2 nor this letter is intended as a
- global settlement and shall not result In the resolution or dismissal of any other dispute
with respect to the Agreement, including but not limited to, any dispute between the™
Parties as to PPM's deliveries of energy to "COB" as defined in the Agreement; and the
parties reserve all rights, arguments and positions congerning any such disputes.
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Origing! signed by ~
' Pater 5. Gadis
Deputy Direcior
-California Energy Resources Scheduling - - - -

Acknowledged and Agreed:
PPM Energy, Inc., u/k/a PacﬁCDrp Power Marke’fmg. inc
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Its:
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AMENDMIENT #2
TO
TEN— YEAR POWER PURCHASE AGREEIVIENT
BETWEEN
. - PPM ENERGY, INC., F/K/A
PAC‘IFICOR'P POWER MARKET]N G, INC.
AND
CALIFORNIA DEPARTI}'IENT OF WATER RESOURCES

THIS AMENDMENT #2 to the Ten-Year PoWér,Pumhase Agreement (this
“A mendment”), dated as of February 3, 2005, and made effective as of the Effective Date, is by

and between PPM Energy, Inc., Fk/a PacifiCorp Power Marketing, Inc., an Oregon corporation

(“PPM™), and the California Department of Water Resources, an agency of the State of

' California, acting with respect to the Electric Power Fund, separate and ;’.Lpﬂﬂ from its powers

and responsihilities with respect to the State Water Resources Development System (“CDWR™),

and constitutes an amendment to ﬂ;lé.t certain Ten-Year Power Purchase Agreement dated July 6, '

2001 (the “Original Contract™) as amended by letter agreement dated November.10, 2003. E

 RECITALS
 WHEREAS, the Original Contract contains provisions relﬁﬁng to delivery ploints and
other maﬁers which are affected by the ongoing litigation in Federal Energy Repgulatory
Comm.issiu'n Docket No. ELDAI;IOB (the “Sellers’ Choice Proceeding’);
WHEREAS, PPM and CDWR wish to amend the Original Contract to address certain
issues raised by the Sellers’ Choice Proceeding;

- NOW, THEREFORE in conmdaratlon Uf the foregomg, ’r.he mutual covenants

contained herein, and for other good and valuable cun51derat1cm, the receipt and sufficiency of

which are hereby acknowledged, it is hereby agreed as follows: .
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Deﬁ;gz‘tians. To the extent used and not otherwise defined herein, capitalized

terms shall have the meanings set forth in the Original Contract. -

T accordance with Article 16.2 of the Original Contract, the following terms and

" conditions thereof ate modified as follows:

[Wn315035,1)

Article 1 of the Original Contract is hereby modified to add the following
_ d_éﬁnition., immediately preceding the definition of “Non-Defaulting Party” in -
“such Article 1, and mamadmtely following the deﬁmhon of “MWh(s)” in such

Al'hcle 1

NP-15: Until the occurrence of the events set forth below, this term shall
mean the “north of path 15” zone of the California ISO control area as
defined in the California 18O tariff in effect on Fabruary 3, 2005 (the -

. “Existing NP-15 Zone”). In the évent that the definition of NP-15 in the

Catifornia ISO tariff changes in any material respect or the Existing NP-15

+ Zone ceases to exist (* ‘NP 15 Termination™), ﬂlIS term shall be defined as

follows:

(A) In the-event that the California ISO impllem'ants. Locational
Marginal Pricing {(“LMP”) and.establishes a trading hub for the
seographical area that encompasses the Existing NP-15 Zone, which

-trading hub snd LMP implementation are matenally consistent with the

Existing Zone Generation NP-15 Trading Hub and LMP proposal
contemplated by the CAISO in its market design white paper entitled
‘CAISO Stains Update on the Development of Trading Hubs Under LMP”
dated October 26, 2004 (the “NP-15 Trading Hub™), then effective upon
such implementation, “NP-15" shall refer to and mean the NP-13 Trading
Hub; or

(B) If the conditions described in (A) are not in effect at the time of
the NP-15 Termination, then Seller and Power Purchaser shall negotiate in
good faith to designate a muinally acceptable alternate delivery point that
most nearly resembles (in terms of hqm dity, homa gene1ty and relative
economic impact on each Party) the definition of NP-15 as of February 3,
2005. Ifthe Seller and Power Purchaser cannot agree on such an altemate
delivery point by a date that is ninety days prior to the effective date of the
NP-15 Termination, either Party may submit the issue to binding
arbitration.



()  Thetextof Article 3.4 of the Original Contract is hereby deleted and replaced in
its entirety by the following text:

3.4 Aliernate Delivery Rights: Consistent with the scheduling procedures
set forth in Article 6, Seller may alternatively and at its sole discretion
deliver Power via scheduling coordinator t6 scheduling coordinator
' transfer in accordance with the applicable California ISO protocols (or any
successor protocols) at NP-15, as defined hersin; up to (2) 50 MW of
Power on 2 monthly schedule basis pursuant to notice delivered by Seller
one (1) Business Day prior to the date notice is required to be delivered by
Power Purchaser pursuant to Section 6.2.1.2, and (b) 50 MW of Power on CU
_'a daily prescheduled basis; provided, however that the chafiges set forth J%’ '
in Exhibit G shall not apply to any such deliveries; provided, further,
however, that Seller may not change the point of delivery if such change
would result in a Force Majeure event.

‘3, . Authorization and Enforceabilify. Each party hereto represents and warrants to
the other that it is duly authorized to enter into this Arhendment and thaf this Amendment, once -
executed by each of the parties hereto, creates a legal, valid aﬁd binding’ obligaﬁun' -a;:lforceable
against it in accordance with the terms contained herein. |

4. Governing Law. THIS AMENDMENT AND THE RIGHTS AND Dﬁms OF -
THE PARTIES HEREUNDER SHALL BE GOVERNED BY AND CONSTRUED,  ©
ENFORC;ED AND PERFORMED IN ACCORDANCE WITH THE LAWS OF THE STATE
OF CALIFORNIA, WITHOUT REGARD TO PRINCIPLES OF CbNFLICTS -OF LAW. |
BACH PARTY WAIVES ITS RESPECTIVE RIGHT TO ANY JURY TRIAL WITH RESPECT
TO ANY LITIGATION ARISING UNDER OR IN CONNECTTDN WITH THIS
-A.M:ENDIVIENT. THE PARTIES HEREBY SUBMIT TO THE JURISDICTION OF ANY. OF
TEE CALIFORNIA STATE COURTS HAVING SUBJECT MATTER JURISDICTION
LOCATED IN THE CITY OF SACRAM:EN"I'D, CALIFORNIA FOR THE PURPOSES OF
ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO 'I'IﬂS AGREEMENT

OR THE TRANSACTIONS CONTEMPLATED HEREBY., EACH PARTY IRREVOCABLY
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WATVES, TO THE FULLEST EXTENT PERlVHTTED BY LAW, ANY OBJECTION THAT
IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY SUCH
PROCEED]EN GS BROUGHT IN SUCH COURTS AND ANY CLATM THAT ANY SUCH
'.PRO CEEDINGS HAVE BEEN BROUGHT IN AN NCQNVENi_[ENT FORUM.

5. Counterparts. This Amendrﬁent may be execnted i several couﬁferparts by PPM
and CDWR. If this Amendment is executed in counterparts, then each counterpart shall be
deemed to be an Amendment, but all counterparts together' shall constitute one and the same
Amendment. Facsimile signatures shall be effective as an original.

6. | Effect of Amendment. Except' as éxpressly amended herein, the terms of the
Original Contract remain in full force and effect in accordance with their terms. ._

7. Conflicts. If there is any conflict bBi;WEEH the terms of this Amendment and the
teiﬁ:s' of the Original Contract, thm‘1 the terms of this Amendment shall control. |

) IN WITNESS WHEREOF, the parties hereto have caused this Amendment to bq duly
ex;éu’;ed as of 1_‘]13 date 'f_'us_t above writien, ' .
[REMAINbER OF PAGE INTENTIONALLf LEFT BLANK/

SIGNATURE PAGES FOLLOW] | _
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i [SIGNATU'RE PAGE OF PPM ENERGY, INC.
FOR AMENDMENT #2 TO TEN-YEAR POWER PURCHASE AGREEMENT
BETWEEN PPM ENERGY, INC., F/K/A PACIFICORP POWER MARKETING, INC. AND
CALIFORNIA DEPARTMENT OF WATER RESOURCES] .

PPM ENERGY, INC.
Original signed by

by - -

| o - R
Name: ¥4z O van ﬁ’ctcuwuczm(-ﬂ—

Witness

Title: ;(/PLLM \Jr\ (}:ﬂ:s—;&_,\.:\’

Date: : s . 2005
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[SIGNATURE PAGE OF CALIFORNIA DEPARTMENT OF WATER RESOURCES,
FOR AMENDMENT #2 TO TEN-YEAR POWER PURCHASE AGREEMENT BETWEEN
PPM ENERGY, INC., F/K/A PACIFICORP POWER MARKETING, INC. AND
CALIFORNIA DEPARTMENT OF WATER RESOU'RCES]

CALIFORNIA DEPARTMENT OF WATER
RESOURCES, liable solely through its Electric
Povwer Fund, separate and apart from its powers and
responsibilities with-respect to the State Water
Resources Devalnpment ystesm

Original signed by - ...

e er m - B}'Z ’ . )
Witness ~ _ T (jf p o i
. U Name:__ 7~ ol \g—a ~SAC/E . E

==L
Title;__ D;;}DW}# @/@E&;@@

"

Date: CJ’L/‘ 8’[ 05 2005
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