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This AGREDIENT, executed February 6 ,1973, by the UNITED STATES-
.

OF AMERICA ("the Government"), Department of the Interior, acting by and*

through the BONNEVILLE PONER ADMINISTRATOR ("the Administrator"), and

i
WASilINGTON PUBLIC PO'3ER SUPPLY SYSTBt (" Supply System"), a municipal ')

corporation of the State of Washington, and 'nIE WASiiINGTO'? WATER PONER

[ OCNPANY, a corporation organized and existing in the State of Washington
.

|
("the Company"),

W I T N E S S E T II:
i

! MIEREAS Supply System has constructc?. the llanford Project which includes

the Generating Facilitics having a generating capability of 860 megawatts

[ which are operated in conjunction with byproduct steam from the New Produc-

j tion Reactor (NPR) of the Atomic Energy Commission (AEC) on the llanford

Reservation; and

NIEREAS Supply System, ,the Administrator and 76 utility participants,'

| including the Company, have executed llanford Exchange Agreements which

I l

2 Recitals i
,
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9 | : )} provide for the purchase of Project Output from the llanford Project by the

participants and the exch'ange of such Project Output with the Adninistrator
I

.

; for firm electric power and energy; and i

, hilEREAS the AEC has notified Supply System of its intention to discontinue'*

|
dual purpose operation of the NPR and Supply .3ystem, the Administrator and the

;_ participants, being all the parties to the Hanford Exchange Agreements, have

agreed that Supply System shall construct a nuclear steam supply facility and:

| additional generating facilities which can be used in conjunction with the
.

; Generating Facilities; and
,

I hilEREAS Supply System proposes to design, finance, constnict, operate,

and maintain the Project; and
i

h'IIEREAS the .>nstruction of the Project is a part of the Hydro-lhermal
o

Pwer Program for the Pacific Northwest and this agreement is one of a series

of agree::ents inplenenting such program; and

( hiiEREAS the Co:pany has agreed to purchase a portion of Project Capability

from Supply System and exchange it with the Administrator for electric power

and energy delivered in accordance with the tens of this agreenent; and

h1EEAS the Administrator has determined that the exchange of electric

power and energy as herein provided will assist in attaining the objectives*

.

of the Bonneville Project Act and other statutes which pertain to the disposition;

of electric power and energy from Goverment projects in the Pacific Northwest
,

by enabling the Govemnent to make optin:um use of the Federal Columbia River

Power System, and that the integration of the capability of the Project with

the generating' resources of the Federal Colunbia River Power System will enable

the Ad::dnistrator to make availabic additional firm electric power and energy
'

to rect the needs of his custoners; and-

! I '

3 Recitals
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MEREAS Supply System and the Administrator propose to enter into the

Project Agreenent simultaneously with this agreement which will provide among )

other things for relationships between Supply System and tlIc Administrator with
,

mspect to Project construction, operation, maintenance, and budgets; and

MEREAS Supply System, the Administrator, and each of The Montana Power
a

Company, Pacific Power G Light Company, Portland Cencral Electric Company,

Puget Sound Power 4 Light Company, and The Washington Water Power Company

(the Companics) am simultaneously entering into Project Exchange Agreements

containing terms and conditions substantially identical to those herein; and

MIEREAS Supply System is organized under the laws of the State of Washington

(Rev. Code of Washington, Ch. 43.52) and is authorized by 1me to constmet,;

!

acquire and operate works, plants, and facilitics for the generation and/or.

transmission of electric power and energy and to enter into contracts with the
*

,

Administrator and public and private organizations for the disposition and
'

)

| distribution of electric power and energy produced thereby; and
:

} MIEREAS the Administrator is authorized pursuant to ist to dispose of
'

electric power and energy generated at various federal hydroelectric projects

! in the Pacific Northwest and to enter into related agreements;

| NQi, 'DEREIORE, the parties hereto mutually agrec as follows:
,

i 1. Definition and Explanation of Tems.s
1

(a) " Annual Budget" neans the budget adopted in accordance with the

j Project Agreem:nt by Supply System not 1 css than 45 days prior to the begin-
:

ning of each Contract Year which itemizes the projected costs of the Project
. ~

applicable to such Contract Year, or, in the case of an arended Annual Budget,;

; applicabic to the remainder of such Contract Year. 'Ihc Annual Budget, as,

t

anended from tire to-time, shall make provision for all such projected

)'

4 Section 1
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costs, including (1) all obligations of Supply System incurred with respect-

to the llanford Project including its obligations tader Supply System Resolu-

tion No.178 and the Bond Resolution and (2) accruals and amortizations,
e

msulting from the ownership, operation (including cost of fuel) and mainten-'

ance of the Project and repairs, wnewals, replacerents and additions to the

Project, including, but not limited to, the amounts which Supply System is.

mquired tmder the Bond Resolution to pay in each Contract Year into the,

various funds provided for in the Bond Resolution for debt service and all

other purposes and shall include the source of ftmds proposed to be used;
.

provided, however, that the Annual Budget for any portion of a Contract Year

prior to the Date of Conrnercial Operation or Septerber 1,19S0, whichever

occurs first, shall include only such amotats as may be agreed upon by Supply
* System and the Adninistrator.

, All taxes imposed and required by law to be paid, and which are due and

( payabic in a Contract Year, shall be included in the Annual Bud ,et for thatI
.

Contract Year as a Project Cost. To the extent Supply System is pernitted byi

d law to negotiate for payments in lieu of taxes or other negotiated payrcnts to

state or local taxing entities, the Annual Budget shall also incl c the a .atmts

of such negotiated payments; provided, however, that Supply System shall not agree.,

'l
,' to such a negotiated payment if in any Contract Year the stra of such negotiated
I

j paynents to such taxing entitics and taxes imposed by law by such taxing entities
'

would exceed the total amount of ad valorem taxes that Supply System would have

paid in that year to such taxing entitics if the Project or portion thereof,

a. within the botmdaries of each such taxing entity, were stbject to ad valorem

f taxes and its valtution for tax purposes were added to the valuation of the

property subject to ad valorem taxes by such taxing entity, but with its millage-

! rate reduced so that the amotmt of ad valorem taxes raised would be tachanged.

5 Section 1
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(b) " Billing Statement" means the written. statement prepared by Supply -)
'

System pursuant to section 6(d).
"

(c) " Bonds" neans any bond, bonds, or oth:r evidences of indebtedness

issued in connection with the Project pursuant to the Bond Resolution (1) to

finance or refinance Supply System's cost associated with planning, designing,

financing, acquiring and constructing the Project pursuant to the Bond Resolu-

tion and (2) Nr any other purpose related to the Project authori:cd thereby.

(d) " Bond kesolution" means the resolution or resolutions, as described

in ;cction 4(b), adopted or supplemented by Supply System, as the same may be

amended or styplemented, to authori::e the Bonds.

(e) " Company's Sharc" means 0.06494, applied to Project Capability or

to costs as context requires, plus during any period in which a decimal fraction

share is assigned to the Company purstunt to secticr. 9 hercof, the decimal
! .

fraction share or shares so assigned and minus any reductions under section 9

during any period such reductions are in effect.

(f) " Contract Year" means the period comencing at 12 p.m. on June 30,

and ending at 12 p.m. on the following June 30. The first Contract Year will'

comence at 12 p.m. on June 30, 1980.

(g) "Date of Comercial Operation" means the date fixed pursuant to

| section 1(f) of the Project Agreement.

(h) " Exchange Agreement" means the Exchange Agreement (Contract No.
6

lbp-7420, as the same may be amended, extended or replaced) executed by the

Adndnistrator and the Cor.pany as of September 10, 1959, which provides, among

other things, for Points of Delivc17

;
* -

' '

6 Secticn 1 i
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(i) " Generating Iacilitics" means the llanford Project power house with
t

two turbine generator units with a combined nameplate rating of 860 megawatts,

i related auxiliary equipment, transfomation and transmission facilitics.

,! (j) "llanford Project" means the works, plants, and facilitics constructed
,

+
.

by Supply System for the generation and transmission of electric power and

cnergy in conjunction with the Ato:nic Energy Comission's New Production;

j Reactor pursuant to Supply System's Resolution No. 178.

~$ (k) "llanford Exchange Agreements" means the Exchange Agreements (Centracts

No.14-03-35345 through 14-03-35363 and 14-03-35569 through 14-03-35625 inclu-
.

) sively) executed by 76 utility participants, Supply System and the Administrator.

I providing for the purchase of Project Output from the llanford Project by the
~

participants and the exchange of sucJi Project Output with the Administrator

; for fim power and energy.

(1) " Project"'means the nuclear generating plant and related property'

.

as described in Erhibit A. Enibit A may be revised from time to time by

j mtual agreement of Supply System and the Administrator, but in any event
i
I shall confom to the description of the Project in Article III of the Bond
1

Resolution which authori:cs the issuance of Bonds in an amount sufficient
.| -

I to pay the costs of acquiring and constructing the Project.
'

(m) " Project Agreement" means the agreement for financing, construction,

ownership, and operation of the Project as the same may be amended, extended,

or replaced, to be executed by Supply System and the Administrator concurrently,

with execution of this agreement and substantially in the fom of the draft

dated 11/16/72 (Contract No. 14-03-39211 attached hereto as Exhibit B) .

(n) " Project Capability" means the actual electrical generating capa-
1

J bility, if any, of the Project at any particular time (including times when
'

' the Project is avat operable or operating or the operation thereof is suspended,

I |
i 7 Section 1
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f interig..ad, interfered with, reduced, or curtailed, in cach case in whole
Ior in part),1 css Project station use and losses to the Project point of

'delivery specified in section 8.

(o) " Project Exchange Agreements" means the agreemnts, substantially in
,

| the form of this agreement, entemd into by Supply System, the Administrator
!

i and cach of The Montana Power Company, Pacific Power 6 Light Company, Portland

! Cencral Electric Conpany, Puget Sound Pcwcr 6 Light Company, and The Washington.

i
: Water Power Co rany (Contracts No. 14-03-39212 through 14-03-39216, inclusive).
;

j (p) "Pmdent Utility Practice" at a particular time means any of the
:
I practices, methods and acts, which, in the exercise of reasonable judgnent
I
' in the light of the facts (including but not limited to the practices, methods

and acts engaged in or appmved by a significant portion of the electrical

utility industiy prior thereto) known at the tir.c the decision was made, would
.

have been expected to accomplish the desired result at the lowest reasonabic ,

cost consistent with m11 ability, safety and expedition. Prudent Utility

Practice shall apply not only to ftactional parts of the Project but also to; j
.

appropriate structures, landscaping, painting, signs, lighting, other facilitics

and public m1ations programs reasonably designed to promote public enjoyment,

understanding, and accepte.nce of the Project. Pmdent Utility Practico is not

intended to be limited to the optimum practico, method or act, to the exclusion !

of all others, but rather to be a spectiva of possibic practices, methods or:

i acts. In evaluating whether any matter conforns to Prudent Utility Practice, the

! parties shall take into account (1) the fact that Supply System is a municipal
'

| corporation and operating agency under the laws of the State of Washington with
I

the statutory datics and responsibilitics thereof and (2) the objective to

integrate the entire Pmject capability with the generating resources of the
|

8 Section 1
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Federal Coltmhia River Power System to achieve optinta utilization'of the

resources of that system taken as a whole, and to achieve efficient andi

*
. .

economical operation of that system. Any practice, method, or act which pursuant
t

to the Project Agreement is detemined to be Prudent Utility Practice shall be,

'

deened to be Prudent Utility Practice hereunder.

(q) "Unifom System of Accounts" means the Federal Power Commission l'aiform
!

System of Accounts prescribed for public utilitics and licensecs in effect cn
' . January 1, 1970.

2. Exhibits. Exnibits A through D are by this reference incorporated

f hc2cin and made a part of this agreement. Supply System and the Con.pany

'

:

shall cach be the " Contractor" as that tem is used in Exhibit C.

| 3. Tom of Ar.rcement. This agrecment shall be effective upon execution

| and delivery and, except as to accrued obligations and liabilitics, shall
teminate at 12 p.m. on Junc ?0,1996. *

( 4. Financing, Desir.n, Construction, Operation, and Maintenance of the
{ Project.

(a) Supply System, in good faith and in accordance with the Project

Agreement and Pnident Utility Practice, shall use its best efforts to arrange

for financing, design, construction, operation, and maintenance of the Project.
' '

(b) There has been furnished to the Company a draft dated 11-21-72

of a Bond Resolution entitled "A Resolution Providing A Plan And System For 'lhe
'

Acquisition And Construction By h*ashington Public Power Supply System Of A
t

Utility System Consisting Of A Nuc1 car Generating Plant And Associated Facilitics

To Bo Known As The h*ashington Public Power Supply System Nucicar Project No.1,

And Providing For The Issuance of Revenue Bonds For Said Purposo", herein

referred to as the " Initial Bond Resolution". Supply System contemplates

issuance of short tem securitics prior to issuance of bonds under the Initial.

i
*

9 Sections 2, 3, and 4,
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Bond Resolution and also anticipates the adoption of resolutions supplementing j

the Initial Bond Resolution to authorize additional series of bonds as pre- ) f
j scribed by the Initial Bond Resolution.- Stipply System covenants that the )
.

Initial Bond Resolution'uill be adopted in a form substantially as furnished'

to the Company and that any changes therein or such resolutions supplementing

said Initial Ecnd Resolution shall not be such as to adversely affect, in any

material respect, the rights or obligations of the Company under this agreement;-

. and that any resolutian or resolutions authorizing the issuance of short tena

securitics will not be inconslatent with the Initial Bond Resolution insofar
|

!, as the interests of the Company are concerned.

5. Sal _c, Purchase, and Exchanne of Comnany's Share.
' (a) Sale of Coq 1any's Share. In each Contract Year Supply System shall

' sell, and the Company shall purchase, the Ccmpany's Share. The purchase price

! to be paid for cach Contract Year by the Company to Supply System for the - )
Company's Share shall be the amount determined under section 6.

(b) Exc]mnge of Ccenany's Share with the Admi,nistrator. The Company

hereby assigns to the Administrator and the Adninistrator hereby accepts the
,

assignment of the Company's Share. In exchange for such assignment, the

Administrator shall make availabic to the Ccapany cach Contract Year 68 megawatts

average annual energy at a rate of delivery in any hour of such Contract Year

not to exceed 80 megwatts. Such electric power and energy shall be made cvail-,

abic to the Company in accordance with the applicabic tems of the Exchange

Agreenent during the period beginning (1) at 12 p.m. on June 30,1980, and

ending at 12 p.m.'on June 30, 1990, at one or more of the Points of Delivery

specified therein, and (2) at 12 p.m. on June 30, 1990, and ending at 12 p.m.-

,

on June 30, 1996, at one or more of the 230 kv or higher voltage Points of'

?

10 Section 5
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** Delivery specified therein Icss losses between the Project and such Points

.g of Delivery as agreed upon by the Company and the Adninistrator prior to cach

_ Contract Year; prosided, however, that if the Company owns or othemise provides
,

{ adequate facilities to accept deliveries as hereinafter provided, upon five years
* prior written notice the Company may elect for any Contract Year to take, and

the Administrator shall make, deliveries of all or a portion of such electric

power and energy less losses, if any, as egreed upon by the Administrator a .d

the Company at either (i) the Project Point of Delivery specified in section 8.

| ; or (ii) the point in the Vantage substation where the 230 kv facilitics of the

f Administrator and Public Utilit/ District No. 2 of Grant County or any other
.

{ utility are connected (Vantage 230 kv Bua); provided, further, that the total
i
; of such deliveries at the Project Point of Delivery and at the Vantage 230 kv
.

Bus in cach succeeding Contract Year shall not be Icss than the total amounts,

-| delivered to s'uch points in the previous Contract Year.
(
- 1hc Administrator's .:ahing available to the Comp:ny the amounts of electric

t power cnd energy provided in this section 5(b) shall be the essential consider-
I

ation for the obligation of the Company to purchase the Company's Share. The

amounts of electric power and energy to be made availabic by the Administrator

1 under this agreement shall not be reduced by offset or othe mise, and shall not

be conditioned upon the perfomance or nonperfomance by Supply System.

(c) Further lixchances. For any Contract Year prior to July 1,1990,
l the Company may request, at Icast 6 months in advance of such Contract Year,
! ,

that additional fim capacity be made availabic in exchange for all or a portion

of the average annual energy to be made availabic by the Administrator in

section 5(b). The Achinistrator shall make such additional capacity avallebic

.

to the Company in exchange for reducing his obligaticns to deliver average
1

! annual cuergy to the Company subject to his sole detemination that surplus

i 11 Section 5
:
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finn capacity and adequate transmission capacity are available on the Federal

Columbia River Power System to support such exchange. The total amount ofe

)
' finn capacity and average annual energy to be made availabic in such Contract.

Year shall not exceed the amount of firm capacity and average annual energy'

which would be made availabic by the Adainistrator if the amounts to be paid

by the Company pursuant to section 6(a) had bcen used to purchase the then

requested amounts of capacity and energy under the Administrator's hholcsale

Power Rate Schedules then in effect.
.

(d) no Company, during the period beginning at 12 p.m. on June 30, 1990,
,

and ending at 12 p.m. on June 30, 1996, shall provide station use energy for

the Project at the point or points that the Administrator nakes electric power

j and energy availabic to the Company pursuant to section 5(b) to the extent

such energy is not availabic from the Project for the Company's Share; provided,

,however, that the. Administrator shall provide such station use energy to the

i Company at the Administrator's then current rates o'r charges if not less than )
4

i 90 days prior to each Contract Year the Company so requests and the Aaninistrator
a p

determines that enargy is availabic to fulfill such request.*

I

! 6.. Payment by the Company. The Company shall pay Supply Syste:a the amounts,

f detennined pursuant to this section. He Company chall make the payments to be'

| made to Supply System hereunder, whether or not the Project is completed, operabic,
,

or operating and notwithstanding the suspension, intermption, interference,
,

! reduction, or curtailment of the Project output, and such payments shall not bc

| subject to any reduction by reason of claims against Supply System, whether by
! offset or otherwise, and shall not be conditioned upon the perfomance or non-
!

| perfomance by Supply System under this or any other agreement or instrument.
|

| i (a) In cach Contract Year in the period beginning at 12 p.m. on June 30,
! 1

i 1980, and ending at 12 p.m. 'on June 30, 1990, the Ccmpany shall pay Supply
I )
.

| 12 Section 6
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; : System an amount detemined by applying the rate nchedule or schedules designated
;

by the Company as provided in this section 6(a) to the amounts of electric pour
.( ,

! and energy that the Administrator is cbligated to make availabic under rection 5(b

in such Contract Year. At least 90 days in advance of the' initial Contract Year,-

the Company shall designate by written notice to Supply System and the Adainistra-

- tor, from among the Administrator's Khoicsale Rate Schedules (Schedules) which
.

would then be applicable to similar direct sales of. fim electric power and energy

by the Administrator, the rate schedule (s) to be applied in detemining pag.ents' *

under this section 6(a). Schedule C-5 or a co:rbination of Schedules C-5 and F-5

(for exanple 68 tregawatts under Schedule C-5 and 12 megawatts under Schedule F-5)
.

would he applicabic if deliveries were being cade on the date of execution of

this agreement. 'Ihc rate schedule (s) so designated or thereafter changed

pursuant to this section 6(a) may be changed at any time upon mutual agree:ncat

of the Administrator and the Conpany, or by the Cccpany upon 90 days' written

( notice to Supp.1y System and the Administrator, to other applicabic Schedal.es

within 90 days after the Administrator's new Schedules become effective, if-

(1) the IcVel of the Schedule (s) previously selected is changed, (2) the Sched-,

|

ule(s) previously selected is othentisc materially changed, or (3) a new Schedulet

f becomes effective which would be applicabic to the Company. .
?! |

(b) In each Contract Year in the period beginning at 12 p.m. on June 30,'

1990, and for the remainder of the tem hereof, the Conpany shall pay Supply
.

System an amount equal to the sum of the following:
.

(1) An amount equal to the product of Supply System's Fixed Cost;

!
( (hereinafter defined) for such Contract Year and the Company's Sharc.

(2) An amount equal to the product of Supply System'.c Operation,.

|
Maintenance and Other Costs (Excluding Fuel)(hereinafter defined) for

such Contract Year and the Company's Share.
(

13 Section 6
.

. . . .

.



__ __- _ _ __-___________

-
. ..

_

.

(3) An amount equal to the product of 595,680,000 kilo.eatt-hours.

(68,000 kilowatts x 8760 hours) and the unit fuel costs for the precedin, )

12 month period. h unit fuel cost for the preceding 12 month period-

*:

! shall be detemined by dividing Supply System Fuel Costs (hereinafter defined)

for such period by the total net kilowatt-hours delivered by Supply System
.

" to the Project point of delivery during such period; provided,- however, that

such unit fuel cost shall not exceed 105 percent of the estimated unit fueli

~

cost for the Project at 65 percent annual plant factor detemined by Supply

System in the same manner as the unit fuel cost applicabic to such Contract

Year is detemined in the final Plan sub:aitted under section 8 of the
1

Pmject Agreement; provided, further, that if the Project is inoperabic

during such preceding Contract Year, the unit fuel cost shall be the

forecast unit fuel cost in such final Plan at 65 percent annual plant

factor or', in the absence of such final Plan, the projected unit fuel cost.

at 65 percent annual plant fccter for the current Contract Year for
5 Supply System's cwnership share of the first completed and then operating

light water nuclear project in which Supply System has an ownership>

interest.

(4) An amount equal to the product of 12,000 lav and the lesser of

| (1) 5/6 of the Administrator's Wholesale Pate Schedule then in effect for

firm capacity for such Contract Year or, if availabic, (2) the Administrator's
'

Nholesale Rate Schedule then in effect for Forecd Outage Reserve capacity

for such Contract Year. The Ad:ainistrator's hhoicsale Rate Schedule F-5

for firm capacity would be applicabic to this subsection if this s ibsection

were applied on the date of execution of this agreement.,

(5) An amount equal to the product of 80,000 kilowatts and the rate
4

determined by applying the Ad:ninistrator's average transmission costs the s,
s

14 Section 6

'l

'.

r . . . - . _- .- _ . . , , - _



_ __

' ' n offect to the facilitics (184 miles of 77.0 kv and higher voltage lines,
*

i

'

. associated sy:. ten 'line tenainals, delivery tenninal and system general

costs for switching, transfomation and backup which at the time of execution

- of this agreement would result in a total transmission cost of $2.65 per
'

|[ kilowatt year, which cost would be appropriately reduced if the Company pro-

vided some of the required teminal facilities) deemed to be used in providing

transmission from the Project Point of Delivery specified in section 8 to 230 kr

or higher voltage Points of Delivery specified in the Exchange Agreement;

provided, however, that if the Company elects to take all or a portion of the

deliveries of c]cctric power and energy at the Project Point of Delivery or.

~

the Vantage 230 kv Hus for any Contract Year as provided in section 5(b)(2)

such 80,000 kilowatts used in the above calculation shall be reduced accord--

,

ingly for such Contract Year and the Company shall pay Supply Systera the.

additional amount, if any, detemined by multiplying the largest hourly amount
.

expressed in kilowatts to be delivered at the Vantage 230 kv Bus.in such

( Contract Year by the rate detemined by applying the Administrator's avera;c
'

transt.dssion costs then in effect to the facilities (swit'ching, transfomation

and backtp which at the time of execution of this agreement would result in a

,! total' transmissica cost of $0.50 per kilowatt year) deemed to be used in provid-

ing' transmission from the Project Point of Delivery to the Vantage 230 kv Bus,
e

'I (c) For the purposes of this section 6, the following definitions shall apply:
(1) Project Cost.

.

(i) "Ihe tem " Project Cost" shall mean all of Supply System's

costs of acquisition and construction of.the Project, exclusive of

fuel, and the placing of it into operation and shall include withoutI

.i limiting the generality of the foregoing all preconstruction costs,
4

j all Iccal and financing costs (including Bond discounts and premium),
m

all cost of material and equipment, labor and construction, contractors'( ,,
15 Section 6
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fees, engineering, testing (less not receipts relating to testing),'

,

,

major items of materials, supplies and spare parts in inventory*

'which are capita 11:cd, all applicable taxes and paprents in' lieu ;

of taxes, of the type and subject to the limitatigns set forth
-

.

in section 1(a) relating to the Annual Budget, applicabic during the.
.

..

construction period, interest during construction, cost and overhead,

of Supply System in arranging for and supervising constmction,
.

construction costs pursuant to any Project tmst agreements with the
,

. Administrator, and all other costs preparly allocabic to the develop-*

ment and construction of the Project, whether or not allocabic to

constniction cost under the Unifom ' System of Accounts. Any. net
.

receipts relating to construction, including investment income, shall

be credited against Project Cost. Costs for the Generating Facilitics

included in Project Cost shall be $50,000,000.

(ii) The Pleject Cost shall be increased by the cost of any

additions and n.pinecments .'nd by the cost of removal for retirements -'

and shall be decreased by the original cost of the units of property

removed.,

Notwithstanding any other provisions of this section 6(c)(1) the tem
, ,

N Project Cost, until the Date of Comercial Operation of the Project, shall

! mean $50,000,000 of project costs from the 18anford Project plus the greater

j of (A) the latest estimate of the cost of the Project in the Constniction

Btriget adopted by Supply System under section 6(a) of the Project Agreement

which estimate for the purpose of this section shall not exceed $690,000,000,

or (B) the cost of the Project then expended and the cost of the Project

then obligated to be paid.

(2) Working Capital. 'the tem " Working Capital" shall mean an amount*
<

equal to the sun of the following: ),

16 Section 6
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(i) $3,600,000; and.

.

'

. ii). The average of the amounts invested in operating materials,(c

supplies and spare parts (other than major items which are capitali:cd),

on June 30, 1988, June ~30,.1989, and June 30, 1990; and

(iii) The average amotmt invested in prepayments (exclusive of
,

fuel payments) on the first day of cac's month during the period

beginning on July 1, 1987 and ending on June 1, 1990 (prepayaents .

being costs that were or are to be transferred to operation expense

in monthly increments).

(3) Capital Funds. De tem " Capital Funds" for cach month shall'

nean an 'amotmt equal to the stun of the amounts deposited for the accotmt-

of the Project at the beginning of such month in the Bond Fund, Reserve

and Contingency Fund and Fuci Fund (as such Funds arc defined in Article VII

of the Initial Bend Resolution).

(4) Capitalized ruel. De tem " Capitalized Fuel" for any month shall
f mean an amount equal to the sm of the amounts shown on the balance shect-

for the preceding month in Accounts 120.2,120.3,120.4 and 120.5 of the

Unifom System of Accounts. The cost of material purchased for future*

.

; fabrication and use shall be accnted in Account 120.1, as described in
,

,;| the Unifom System of Accounts, and any interest charged during fuel prepar-.

i ation shall be at the weighted average annual interest rate upon all Londs
:
' then outstanding and capitali:cd prior to transfer to Account 120.2 upon
i
; receipt of the finished fuel.
,

(5) Operation, Maintenance and Other Costs (Excluding Fuel) . Le tem
_

" Operation, Maintenance nnd.0ther Costs (Excluding Fuel)" shall mean all.

i
of Supply System's costs and expenses of the Project not recoverc 1 through.

.

|[ Fixed Cost and Tuci Cost, including, without limiting the generality of the
b

| foregolug, all operation and maintenance expenses (excluding depreciation

17 Section 6
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O xpenso and Fuct Costs), costs of insurance, co.it of water, costs of'

materials and supplics, costs of spare parts not capitali:cd, ad valorem j*

taxes' if any on the preperty cceprising the Project, sales, privilege, j
| cxcisc and other taxes incurred by Supply System on account of the Project,

payments in lieu of taxes paid to taxing entities, cost of. labor (including
I but not limited to social security taxes, unemployment insurance expenses,

group liability insurance, group hospitalization, medical insurance, pension

plan. contributions, workmen's compensation and other insurance, and cost to
,

Supply System of other fringe benefits), storage handling costs, transport-

ation expenses, administrative and general costs incurred by Supply System
,

for operation and maintenance of the Project, and all other costs properly
.

allocabic under generally accepted accounting practicos to the operation
,

and maintenance of the Project, whether or not allocabic to operation and.

maintenance cost under the Unifom System of Accounts as novi or hereafter

i prescribed' for electric utilitics by the Federal Pcaer Ccemission,

h'otwithstanding any of the cther provisions of this section 6(c)(5),

during any period that the Project is not operating (other than normal

f shutdowns for maintenance, repair and refueling), and operating and

maintenance and other costs are reduced thereby, the Operation, Maintenance

and Other Costs (Excluding Fuel) shall mean Supply System's estimate of',
.

1

such Operaticn, Maintenance end other Costs (Excluding Fuel) as if the.

,

Project were being operated nomally, and if the Date of Corancreial Oper-

| | ation has not occurred by July 1,1990, until the Date of Comercial
,

. Operation the Company shall pay Supply System at the rate of $8,500j .

per year for each Contract Year in lieu of furnishing station use energy'

I

i pursuant to secticn 5(d).
t

(6) Fuel Costs. The tem " Fuel Costs" shall mean all costs of fuci8

,

:

for the Project chargeabic to Account 518 of the Unifom System of Account- 3

18 Section 6
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Y (Nuc1 car Fuel li). pen.se) plus adainistrative mid general expenses associated

with such costs schich are not included in Operation, Maintenance and Other
~

. Costs (Excluding Fuel).4

(7) . Fixed Cost; 1hc term " Fixed Cost" for any Contract Year shall
,

mean the sua of the Fixed Costs for each mnth in such Contract Year which-

shall be detemined for such month by dividing 1; into the algebraic sta

of the following amounts:

.(i) ~ the produc't of Project Cost, as of the end of the preceding

month and the decimal fraction detemined from the following fomula:

D 7
.

+R[1-(14 1)-35 _f
kherc

~ R = averano annual allo tance, expressed as a decimal fraction, for

financing the cost of interin replacemants (" units of property

included in the plant with life spans of less than the adopted,

overall fecility service life") for light water nucicar poweri
,

plants published by the Federal Power Co:::nission for estimating
,

1
' purposes or in the absence of such an allowance, 0.005.

1 = weirjited average annual interest rate of all Bonds outstanding

on July 1,1980, and of $50,000,000 of bonds for the llanford !

P'roject at an averanc annual interest rate of 3.178 percent.

(ii) the product of h'orhing Capital and an amount equal to i

the weighted average annual interest rate of all Bonds issued and

! outstanding on July 1,1980, reduced by the estimated interest
'

carnings for such Contract Year to the Revenue Fund, as such Fund-

I I is defined in Article VII of the Bond Resolution, attributabic to

-

|
Working Capital for the Project;

: ..

I !
19 Section 6
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(iii) the product of Capipliced Fuc1 as of. the ~nd of the
f

'

preceding month and an a: count equal to the weir.hted average annual

interest rate of all licnds issued and outstanding on July 1,1980; and
)n r

(iv) the product of Capital Funds as of the ci|d of the preceding
'l month and an amount equal to the s:cighted annual average interest rate

of all Bonds issued and outstanding on July 1,1980, reduced by thee

estiraated interest earnings of the Bon <l Fund, Reserve and Contingency
.

hund and the Fuel Fund in such Contract Year (as such Funds are defined
:

in Articic Vil'of the Bond Resolution);

provided, ho::crer, that if the Date of Cor..nercial Operation has not occurred
^ by July 1,1990, tuttil'the Date of Cora.:ercial Operation the Fixed Cost-

shall be detemined using the following components: (1) Froject Cost

pursuant to the last paragraph of section 6(c)(1); (ii) Worhina Capital

of $3,600,000; (iii) Capitall?cd Fuct but not less than $39,000,000; and-

'

(iv) Capital Fund.s but not less than $25,000,000; and the interest rate !-

of all Bonds issued and outstanding on July 1,1980, shall be dcened to )

equal the s:cighted averagc annual interest rate for all bonds outstanding

on July 1,1980 issued to finance the construction of Supply System's

ownership share of all nuclear projects (but not the llanford Project) for

which it has issued bonds; and, for the punose of computing interest
,

',' carnings in cach Contract Year it shall be deemed that the amount of

(A) Working Capital of $2,500,000 is invested at an interent rate equiv-

alent to the estimated average annual interest rate for the previous-

Contract Year that Supply System's Revenue Funds for all projects were

| invested and (D) Capital Funds of $25,000,000 are invested at an interest

rate equivalent to the estimated average annual interest rato for the
'

i ;

; previous Contract Year that Supply System obtained in investing similar
*

-

'

funds for all projects. ''

)
'

20 Section 6'
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I (d) Not 1 css than 45 days prior to the heninning of cadi Contract Year
*

. Supply System shalt preparc an estimate of the amounts to ho paid for the*

q . Contract Year under this anrcement and, based thereen, shall deliver to the i

Company a Billing Statement showing the amounts to be paid by the Company in
,

'

! .

each renth of sudi Contract Year. Such Billing Statement shall be amended |

during the Contrac. Year as appropriate. At the end of each Contract Year i

any deviation between amounts previously billed and amounts to be paid for t

such Contract Year as datonnined under this agreement shall be corrected by (
the issuance of a supplemental Billing Statement which shall apply a credit

,

or a debit to the amount to be paid in the next follo.dng month or months
.

' and, for the final Contract Year, a similar supplemental Billing Staten:nt
d

following the clese of such final Contract Year. Each Dilling Statement r

! shall be acconpanied by the estimato in reasonahic detail and a copy of the

related annual budget.

(c) 'lhe Cc..pany shall pay Supply System each Centract Year the enount !

( specified in thc. Billing Stater.:nts or nmended hilling Statcments sub::titted'

under this sectlen. Such pa>uents shall be made prior to the twentieth day of.

| j cach r.onth of sudi Contract Year in an amount equal to one-twelfth of the amotmt

shown in the R111ing Statement or in the case of an amended Billing Statement
;

[ in an amotmt equal to the nuount determined by dividing the amount in the-

amended Billing Statement by the nmber of months remaining during such Centract

I Year. Suppler.cntal Billing Statements submitted after the final Contract Year
' '

shall be paid within 20 days after the date of mailing. Amounts due and not

paid on or before the duc date, shall bear an additional charge of two percent

of the unpaid nr.ouat. Thoreafter a further charge of one half porcent of the

initial amotmt remaining tmpaid shall be added on the last day of cach succeeding
,

f 30 day period until the amotmt due is paid in full. Itemittances received by
i' !

mail will be accepted without assessment of the delayed payment charges referred-

( e

21 Section 6
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to above prr,vided the postmark indicates the payment was miled on or before
*

*

.

tho' twentieth day of such month. If the twentieth day of such month!!s a

Sunday or other nonhuainess day of the Ccepany, the next following business y <

day shall be the last day on which payment may be miled without addition of

the delaycd payment charge.
,

(f) Supply System's books of accounts shall be audited at 1 cast annually by

a nationally recogni:ed independent certified rtblic accounting fim. For cach

Contract Year beginning with the Contract Year :cmencing at 12 p.m. on June 30,

1989, Supply System shall call to the Company, promptly after completion, the
i

annual audit of accotnts of the Project.

8 7. Scheduling.-

_

(a) Prior to 4 p.m. on cach workday beginning on the day preceding the Date

of Comercini Operation (workday c:aning a day which the scheduling parties observe (;

ias a regular workday) the Adntinistrator shall notify Supply System of tho rencuats
.

of energy frcn the C:,np:uiy's Share he will require for cach heur of the follovcing

day or days; provp'ed, hcuever, that the Adainistrator nay during any hour requt.)r

delivery of other amounts of energy up to the Company's Share. Supply System's !
: '

s

dispatcher, within the capability of the Ccepany's Sharc and in accordance with |
'

'

Prudent Utility Practice, shall schedule for delivery to the Administrator at the
I point of delivety specified in section S for each hour in the tem hereof the
.

nounts of energy so requested by the Administrator.-

t

(b) Prior to January 1,1978, and cach January 1 thereafter, the Company !
, '

! shall subnit to the Ad.ninistrator a tabulation shcwing the amounts of energy it

plans to obtain horcunder for cach conth for the ensulng five Contract Years

| (Monthly Diorgy Schedulc). The stra of the amounts of energy specified therein !*

!

,f for any Coeract Year shall not exceed the annual amount of energy in such year

~! to which the Co:many is entitled under section 5, nor shall the monthly amounts
i

| i of energy execed 80 megawatts times the hours in such nonth. Each such Monthly )
,

'
; ,

|
' 22 Section 7 |
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linergy Sdicdule thall become effective cuid be attached hereto as lixhibit D, anJ'

shall supersede any prior 1:xhibit D fonerly sub:iitted by the company.

I (c) Ec Company shall notify the Administrator prior to noon on cach workday

of the amounts of energy that it requests, pursuant to section 5(b), for each-

hour of the follcuing day or days, Ec Administrator shall schedule for delivery

to tho' Company at the points of delivery specified in section 5(b) for cach hour

in the tem hereof the amounts so rcquested by t].c Company. Ec amount of energy

requested for any hour may be decreased by mutual agreement of the dispatchers

of the parties and may be increased at any time upon notice of the Company's

' dispatcher; provided, howegr_, that if the amount of energy previously requested

for such day is increascd by more than a number of kilowatt-hours equal to two

times the rate of delivery specified in section 5(b), the Company shall r=ke
,

availabic to the Adninistrator, at a time to be agreed to by the parties, an'

amount of energy.cqual to the loss, if cny, as determined by the Administrr. tor,

resulting from the less officient use of water on the Federal Coimbia Riveri

Power System than tjuit which could have been made if the increased amount of'

.

cicctric energy in execss of tuo times the rate of delivery speedi'. in sectica

! 5(b) for that day had been scheduled in accordance with the first sentence of

this subsection. The Company shall endeavor to avoid the necessity for any-

i increase in the e.ount of energy requested by noon on the day preceding the

day of delivery of such energy. Do total amount of energy sdicduled in a menth

shall not excced the amount of energy specified for such month in Exhibit D -
'

without the prior agreernent of the Administrator.

8. Provir. inns Relat_ing to Dolivog,. Deliveries of cicetric power and

energy to the Administrator r. hall be made at the point of delivery and at tho
,

; approximato voltage described below. Such electric power and energy shall be

in the fonn of thtce phase current, niternating at a frequency of opproxinately

60 hertz. Amounts to delivercJ tit such point during each nonth shall heI '

23 Section 8 ,
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detennincd fron. nicanurew.nts nude liy the Govemnant 's neters, adjusted for

losses as agreed upon by the parties hereto, in* talled to record such deliverics

at the place and in the circuits hereinafter specified: g

9

Pit 0 JECT P0jjir OF lil:1.IV!RY,: i

1.ocation: the point in the Vantage substation where the 500 ky facilitics
of We Covemacnt and the Project are ccnnected;

Voltage,: 500 kv;

14ctering: in the 500 kv circuits at the Project over which such electric
power anti encigy will f?cw;

Adiustnant: for loases between the point of r.r'ering ruid the point of
~ defiisify.

9. Obligat loan in the 1: vent of l'erault. The Company's Share purchaacd

by the Company frc:a Supply Syste, and exch uiged with the Ad.ninistrator, and the

corresponding obligatten, and rir,ht to delivery of electric power and energy

under this agreement, shall be automatically increared for the remaining tena

of this agrec=nt pro rata with that of other nondefaulting Co.rpanics if, and

to the extent that, one or icare of the Companics is unable, or fails or refu;e:S
)

for r.ny reason, to perfom its obligations tader its Project. Ibchange Ar,recrent,

and the Company's Share of the defaulting Company shall be reduced correspond-

ingly ten days after Supply Systera has sent written notice to the Co:rpanics of

such Company's nonperfomince of its chligations unless such default is cared

within such ten day period; provided, however_, that the sten of such increases

for thu Co:rpany pursuant to this subsection shall not, without consent of the

| Cor.pany, exceed an acctznulated maxima of 0.01624.

If the Company shall fall or refine to pay nny maounts due to Supply

Systen horcunder, the fact that the other Coqunics have arrtped the obligation

to m.ite such paynents shall not relieve the Conpany of its liability for such

I paywnts, and the Coqianles anstraing such oblig ition, either individually or

as n nienher of a poup, shall hav9 a rir.ht of recovery fron the Ccmpany. Supply
,

)Sy.. tem or any (*v pany as their intcie..L e : car ati . ar, ,loiat ly or severally, r.ay

| 24 Section 9
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comnence such cuits, actions or proceedings, at law or .in equity, including

; .su ts for specific perfomance, as may be necessary or appropriate to enforcei

the obligations of this agreenent against the Ccepany under this subsecticn.

10. Modi fication and tini foraity of Agreerent.

(a) Notuithstanding any provision in this agreemnt to the contrag, but

subject to section 6 hereof, this agreenent is entire and indivisibic and any

ripJit or obligation of any party hereto is nonseverabic from, and dependent

upon, those other ri )its and obligations which together constitute this agrecrunt.!

(b) 'lhis agreement shall' not he mxnded, r:odificd, or otheneisc changed

by agreenunt of the parties in any manner that .uill inpair or adversely affect

the security afforded by the provisions of this agreenent for the paynent of

the principal, interest, and pren.itta, if any, on the Bonds as they respectively

become payable to long nr any of the Bends are outstanding and unpaid or funds

are not set aside for the payirut or retirenunt thereof in~ accordance with the
i

Bond Pnsolution.

(c) If may Project Exchange Agreenent is amended or replaced so that it

contains tenas and conditions different from those contained in this agreenent,

the Adntinistrator shall notify the Conpany and upon tirrly request by the Co::pany

shall anend this agreenent to include similar ter.ns and conditions.

11. Ilanford lixchmge Agrecirnts.

(a) The parties hewto agree (1) to the use and ceployment of the Generating
~

Facilitics by Supply System for the purposes and in the manner prescribed in the

Bond Resolution, (2) that the c]cctric power and energy to be produced by the

Project, including the c1cctric power and energy to be produced by the Generating

Facilitics, shall be disposed of to the parties, in the quantities, for the

periods and under the terms and conditions prescribed in,the Net Billing

(
25 Sections 10 and 11<
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Agreements and the Project lixcisnge Agrecuents, and (3) that the execution

)' and delivery of this agrecuent docs not affect, limit , codi fy, alter, release,
_

or discharge their rcspective rights and'obligat ions under tl$e llanford Exchange*

'

. Agreenents, or reduce the Cc pany's obligations to make payments thereunder, in

the event that sufficient reneys to make such payments are not othentise avail--

abic in accordance with the Net Billing Agrecnents, the Project Exchange Agrecrents

and the Bond 1:esolution.

(b) Supply System in preparing its budgets for the llanford Project pur-

suant to'section 5(c) of the llanford Exchange Agreer.cnt for the contract years

beginning on September 1,'1975, and ending August 31, 1980, shall provide for

paynients by the participants under the llanford 1:xchange Agrectents of not 1 css

' than the amounts shown during the folloiting periods:
.

Bc;' inning Endig Ancunt.

9-1-75 Threugh 8-31-76 $4,720,000 )9-1-76 Through C- 31-77 $4,900,000
9-1-77 'Ihrough 8- 31 -78 $4,980,000
9-1-78 Through 8-31-79 $5,040,000
9-1-79 'lhrough 6-30-80 $4,270,000

,
(c) Supply System shall transfer to the appropriate funds and accounts

!
~

under Supply Systen Resolution No.178 from the inco:nc, revenues, receipts,
,

and profits roccived from the Project raounts sufficient so that no payments

by the Company under the llanford Exchange Agreement are due under section 5(c)

of such Agreement after June 30, "30. The budget adopted for the Centract

Year beginning September 1,1979, pursuant to section 5(c) of the llanford
!

Exchange Agreement shall be prepared anticipating that the Company's obliga-

- i tions under the llanford Exchange Agreewnt will be m;:t beginning July 1,1980,

| 'by the transfers required under this scetion 11(c) . Monthly payments by the
!
|

26 S xtica 11 I-

9

|-



- .

. ,

~

|,.

1'. .

Cmpany tmder the llanford Exchange Agrecient prior to July 1,1980, shall not-

', be reduced by arounts, paid to Supply Systcm tuider the Project Exchange and
.

::4 Project Net Billing Agreemnts.
'

j l2. Assignment of Agec nnt_. This agreemmt shall inure to the benefit

of and shall be binding upon the respective successors and assigns of the

! parties to this agreecent; proviaca, however, that neither this agreemnt nor
!
.

any interest themin shall he transfermd or assigned by any one of the parties
: hereto except with the 1:utual consent in writing of the other two parties

' ereto, to any other entity except the thited States or an agency thereof,
'

h
t.

Such conscat will not be tmrcason::bly withheld. No assignment or transfer of

: j this agreement shall relieve the parties of any obligation hereunder.
I IN WI'JNESS hilEPJ.0F, the parties hereto have executed this agreemnt in
.

several counterparts.
1

[; UNITED STATES OF /MillICA
Departrant of the ]nterior

'
}
[
j (SFAL) By S/ DO:Gl.D PAllt I!ODEL

Bonneville PoQer Acclinistrator
.

l
1 WASilINGTON PUBLIC IMER SUPPLY SYSTE?!

I

'| (SIRL) By S/ J. J. STEIN
i

Title Managing Director

ATTEST:

f By S/ ED FISCIIFil
.

4 Titic - Cha irmn
I Executive Board.

-

(
27 Section 12
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(SFAL) By s/ ~M. F. Il\Tc!I

TitIc _ trice President.

ATITIST:

BY S/ It . I. SI Q'Ct! ..

Titic Ac.s i <.t an t F oyt arvl
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h'AS!!II:GTO.N' PUBI.1C PC'.GR E!!PPI.Y SYSTD1-

,

NilCl.D!! P'nl:iCT ::0. _I_.

'Ihc t'ashington Public Power Supply System's Nuclear Project No.1 is

expected to have a net. electrical plant capability of approximately 1230 W.

A new pressurized uater reactor nuclear stec:a supply system similar

to other reactors now under construction will replace the NPR as a steam

, source._ It wil1 ~ include, but not be limited to, a nuclear reactor, fuel,

control syste:as, primary coolant loops with steam generators, enginected

safent'ard syste:r.s, rodwaste systen, service systems, containment building

and other auxiliary facilties.

Steam will be fed from this new reactor to a new topping turbine and

gcnerator with a n=::platc r:iting of approx 3raatcly 403 i'd hcused in a1 q

( extension of the existing turbine-generator building of the Generatin;;

Facili tics. New piping will transmit low pressure exhaust steam from the

neu topping turbine to the existing low pressure turbine complex which is a

part of the Cencrating Facilities. 'lhe existing turbines may be modified,

including the addition of extra stages of blades; and such modificaticns,

additions and alterations to the condenscrs, cooling system, feedwater

heaters, feedwater pu:gs, instrtenentation, control systems,. auxiliary
'

startup power facilities and other components of the Generating Facilitics

will be made as shall be required to operate the topping turbine and to

utilize exhaust steam from the topping turbine.

~
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Amendatory Agreement No. I to

.

Contract No. 14-03-39216
9

3-11-74

WASHINGIDN PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO.1

r-

AMENDATORY AGREEMENT
i

executed by the ,.

UNITED STATES OF AMERICA

DEPARINENT OF THE INIliRIOR

acting by and through the

BONNEVILLE POWER AININISTRAIDR

and

WASHINGIDN PUBLIC POWER' SUPPLY SYSTEM
-

( and
\

'llIE WASHINGIDN WATER POWER COMPANY
i

(Exchange Agreement) -
*
,

!

This AMENDATORY AGREEMENT, executed as of |.

, 1974, by

the UNITED STATES OF AMERICA, Department of the Interior, acting by and through

the BONNEVILLE POWER AININISTRATOR (Administrator), and WASHINGION PUBLIC POWER

SUPPLY SYSTEM (Supply System), a municipal corporation of the State of Washington,.,

|
:

and 11IE WASHINGION WATER POWER COMPANY (Company), a corporation organized and:

'

existing under the laws of the State of Washington,
g

W I T N E S S E T H:

MIEREAS the parties hereto, on February 6,1973, executed an Exchange

Agreement for the Washington Public Power Supply System Nuclear Project No.1
i

!(
(Contract No. 14-03-39216, hereinafter referred to as Primary Contract), which i

!
* '

'

,

s -g
-t * *

_ , _ _ . , - - - , - - - - ' ~ ~ ~ ~ ~"



e

.

. .-

provides for the sale of a portion of Project Capability to the Company and the

exchange of such Project Capability with the Administrator for firm electric

power and energy made available from the Federal Columbia River Power System,

and the parties desire to amend the Primary Contract to incorporate a new Project

description and revise other provisions related to the Hanford Project and the

Generating Facilities, both as defined therein; and

MIEREAS the Project, as described in the Primary Contract, includes the use

of the Generating Facilities which are a part of the Hanford Project, and which

are necessary to the Hanford Project to produce power from waste steam from the

Atomic Energy Ca:: mission's New Production Reactor (NPR) pursuant to an agreement

executed by the Supply System and the Atomic Energy Comission ("AEC Hanford NPR '

Agreecent"); and
'

hMEREAS the present schedule for the Project requires the shutdown of the

Hanford Project about-October 31, 1977, and will eliranate the availability of
the Hanford Project as a source cf power thereafter; and I

'

l
hHEREAS due to delays in construction of various generating projects in\

!

the Pacific Northwest and anticipated fuel shortages, planned power generating
:

,

resources under the Hydro-Thermal Power Program are expected to be inadequate
}

to meet the needs of the area in the late 1970's; and

hHEREAS the parties have agreed that in order to keep the Hanford Project

available for continued operation after October 1977 it is appropriate that the
!

l
Project operation be disassociated fran Hanford Project operation and that it

[

no longer be operated in conjunction with said Generating Facilities, and the !

1

Administrator and the Canpany have detemined that such disassociation will be I

beneficial to then by improving the probability that amounts of electric power I
'

resources will be sufficient to meet their loads in the late 1970's and early
1980's; and

.

-

2

t
~
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MIEREAS the Administrator is authorized pursuau to law to dispose of

( electric power and energy generated at various federal hydroelectric projects

in the Pacific Northwest and to enter into related agreements;
i

NOW, WIEREFORE,|.the parties agree as follows:
I

1. Effective Date. This amendatory agreement shall be effective on the
,

date of execution.
.

2. Section 4(b) is amended by deleting "11-21-72" from such section's
,

first line and substituting "2-14-74" therefor.

3. Section 6(c)(1)(i) is amended by deleting the last sentence thereof.

The last paragraph of se . tion 6'(c)(1) shall be deleted and the following

paragraph substituted therefor:

"Notwithstanding any other provision of this section 6(c)(1) the

term ' Project Cost, until the Date of Canmercial Operation of the Project',
~

( shall mean the greater of (A) the latest estimate of the cost of the

k Project in the Constmetion Budget adopted by Supply System under section I

6(a) of the Project Agreement which estimate for the purpose of this
Isection shall not exceed $825,000,000 or (B) the cost of the Project then

expended and the cost of the Project then obligated to be paid."

Section 6(c)(7)(i) is amended by deleting the phrase "and of $50,000,000
'

of bonds for the Hanford Project at an average annual interest rate of 3.178
i

pement." j

4. Section 8 is amended by deleting the words (1) "in the Vantage !
i
Isubstation" in the subheading entitled " Location", and (2) "500 kv" in the

subheading entitled " Metering".

5. Se: tion 11(a) is deleted and the following substituted therefor:

"(a) The parties hereto agree that the use and employment of ;

L
\( the Genhrating Facilities by Supply System and the disposition of the

,

\

}
t-

\ 3

\
-:p

--

, ,

. . .
'
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j

.

electric power. and energy to be produced by the Generating Facilities

subsequent to the date the AEC suspends operation of the NPR in accordance

with Article 8 of the AEC Hanford NPR Agreement shall be to the entities, ,

'

for the purpose and in the manner agreed upon by the Administrator and

Supply System."

6. The parties hereto agree that the execution and delivery of_ the Primary

Contract as herein amended does not affect, limit, mcdify, alter, release, or
.

-

discharge their respective obligations under the Hanford Exchange Agreements or

reduce the Company's obligations to make payments thereunder, in the event that

sufficient moneys to make such payments are not otherwise available in accordance '

with the Net Billing Agreements, the Project Exchange Agreements, and the Bond

j Resolution.

7. Exhibit. Exhibit A, " Project Characteristics", is replaced with the ;

.I
Exhibit A attached hereto. i

)
IN WITNESS hMEREOF, the parties have executed this amendatory agreement ,

|i
.

.
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in several counterparts.

-

.I UNITED STATES OF AMERICA
Department of the Interior

(SEAL) By
Bonneville Power Administrator -

t

.

WASHINGEN PUBLIC POWER SUPPLY SYSTEM
i

e

- (SEAL) By.

Title

ATTEST:

By

Title

THE WASHINGPON WATER POWER CCNPAW-
f
\ (SEAL) Jy

Title
|
t
i

ATTEST: i

By 1 1

i
'

.

Title :
i

!

!

i-
;
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s
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EHilBIT A
Revision 1
(2-28-74)

PROJECT GARACTERISTICS

WASHINGION PUBLIC POWER SUPPLY SYSTEM
-

NUCLEAR PROJECT NO. 1

The Washington Public Power Supply System's Nuclear Project No.1 is

cxpected to have a net electrical plant capability of approximately 1,200 MW.
~

The Project will be located on the Hanford P2servation of the U. S. Atomic

Energy Commission which is near the City of Richland in Benton County, Washington.

The plant and associated facilities will include a nuclear steam supply
i

system, fuel and reactor coolant system with all related containment structures, ' f

safety features, instrumentation, control and auxiliary systems; turbine-generator,

condensers and circulating water systems, facilities and piping; electrical and -

mechanical systems and other related equipment and facilities; electrical

facilities to deliver the output of the Project to the Federal Coltabia River

Power System; and other structures, shops, warehouses, construction facilities,i

offices, equipment or facilities necessary or appropriate to the construction,

maintenance and operation of the Project.

:

!

|
1

-
,

i

. ... y ...

.- - . . -. . . .
-



,

t

1

, 1

||
t

I- e

!
.

! - 1
,

c...
'

% , .. -.u , , q ,,

ATTACHMENT 1-3~ ;
' '

'

,

.

i

c
- ..c ,; .

r
.

.
. ,

-
.

.

.,- ..- , ., u. . , .,. . . +.~.

. . . .

, -
1

. .. .

, .., .,. < <
. ,m,.

, - - o
n;.y ..- . -

a

# 4 _ . ' . -- - _*-

, , s
4

1
,

s

WNP N0. 1 PROJECT AGREEMENT' ?. --

.-
. f,

4 ,

,

il h '.l', s - ,
, > 1 ' s.

~
, , # 41 s d.

~

,
g.

'. - '
, .

' a

h n

I, .i.
4

h

e(.i

' I ' ,,.
.

t

j .

L ,

-,
t

.

A

s '$ = * g

e4 . . .

$ +,~4
6 !

g
. ,' e i; 'h E[T( , _. d.e - .

y,-
#v,

a
.

.|- . . .

m, , t,a .

'
,

' % # * 1a #6.'I * *
, ., [y . '.4 gs ),''

f }i .'*?
"o'

? 'd *.y a ys
t

f& a
,

* *- -.-r ~, r = #' +Gg y ; w n_*k ', a |

(g-- % .,s y ,:- .< o, '
.

s . 4.' ? vyI g- e1 -. ;,p %. a
:,. -

*:.t..
,

'

O sYO h ,p; k ". .ir
s . a.. v

*$-
1
cf 2t

(lI 1
+

7 | j> '. .:..
Oi$

1.,-
Ig'
' ; _ , -* 3 .

' ,e'
e s

t

'E i.

' ,' E

| : L, f }. ;' <,'~}' * ^ $^ ?"., k.. c.|
..

,

: . . .

g,., s. +i

' _ 4 _r . . , *
~

.g, - -.'?.s,_;A..
s 4,2

7 .g. g- u

er ,

y ,, 5 <'q-

,

, " , ,,,

,< .- .



... _ _ _ - . ___ _ _ _ . _ _ _ _ . _ _ _ _

.. . .
'

Contract No:- 14-03-39211,

.: .

11-16-72
.

h'AS!!INUinN l'im).lr IWi_R SLII' PIX SYS'il.?!.-

.
-,

*

NUCLl%R PROJi?CT NO. 1 ,,

.

AGRE1111LT

cxecuted by the

UNITI:n STKmS OF N* ERICA

DEPAR'D*3TF OF 'lllE INTERIOR

acting by and through the -*

IENLVIlj E In.T.R Alqip'IS*17ATOR
,

and

l'lASillNGlDN 1 UDLIC l'O'.ilR SITPIN SYST171i

(Project Agreement)
i
e .
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...........................____________

'lhis AGREGIE?if,' executed , 1972, by the UNITED STATES

OF AMERICA (Government), Departr.cnt of the Interior, acting by and through the

EONNEVILLE PCER /511NISMIM (Adninistrator), and WASilINGTON PUBLIC POER SUPPIX

SYSTUI (Supply System), a trailcipal corporation of the State of Washington,

W I T N E S S E T II:
)

h11EREAS Supply System has constructed the !!anford Project which includes
'

!

the Generating Facilitics having a generating capability of 860 megawatts which
,

are operated in conjtuiction with byproduct steam from the New Production Reactor8

i

! (NPR) of the Atomic Energy Co:miission (AEC) on the llanford Reservation; and

hilEREAS the AEC has notified Supply System of its intention to discontinue2

dual purpose operation of the NPR and Supply System, the Administrator and the.

'

participants, being all the parties to the llanf ord Exchange Agreements, have

agreed that Stpply System shall construct a nuclear steam supply facility and'

:

additional generating facilitics which can be used in conjtmetion with the
,

Genciating Facilitics; and

h1IEREAS Stpply System proposes to design, finance, construct, operate,

i and maintain the Pluject; and
i

2 Recitals .

.

.

! s,
.

e
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NIEREAS the Adninistrator has deterained that acquisition of the Project

Capability as herein provided will assist in attaining the objectives of the ,

|. , .
i' Bonneville Project Act, and other statutes pertaining to the disposition of

d.

electric power and energy from Government projects in the Pacific Northwest,

by enabling the Government to make optimu:a use of the Federal Coltebia' Rivcr

Power System, and that the integration of the capability of the Project with

the generating resources of the Federal Coltabia River Power System as provided

herein will enabic the Administrator to make availabic additional finn power

and energy to meet the needs of his customers; and

NEREAS the construction of the Project is a part of the Hydro lhermal

Power Program for the Pacific Northwest and this agreement is one of a series

of agreements impicmenting such program; and

MEREAS Supply System expects to enter into certain contracts for the

financing, planning, engineering, construction and operation of the Project; and

MEREAS Strpply System, the Administrator and the Participants are parties
( to Net Billing Agreements under which Supply System sel'Is a portion of Project

I

i- Capability to the Participants and under which the Adatinistrator will acquire

! Pmject Capability from the Participants; and
i

MIEREAS Supply System, the Administrator, and each of 1hc Montana Power Company,

I Pacific Power 6 Light Company, Portland General Electric Company, Puget Sound
/

Power G Light Co:npany, and 'lhe Washington Water Power Ccupany are parties to

| Pmject Exchange Agreements under which Supply System sells a portion of Project

Capability to such companics and the companics exchange such Project Capability

: with the Administrator for electric power and energy from the Federal Coltebia
|

River Power Systen; and

. MEREAS Supply System is organi:cd under the laws of the State of Washington
3

)I (Rev. Code of Washington, Ch. 43.52) and is authori:cd by law to construct,
i

(
; 3 Recitals
! -

I

.- -
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-., . ,

.

.f.
a: quire and opciate vorks, plants, and facilitics for the generation and/or

j transmission of electric power and energy and to enter into contracts with
a ;

. i the Administrator and public and private organizc tions for the disposition .>

? 6

.}_ and distribution of electric power and energy prcduced thereby; and

MDIREAS the Administrator is' authorized pursuant to law to dispose of
I

clectric power and energy generated at various federal hydroelectric projects-
.

: ih the Pacific Northwest and to enter into related agreements;
l'

i NON,11!ERE! ORE, the parties hereto mutually agree as follows:
.

i 1. Definition and Explanation of Tems,
i
'

i- (a) " Annual Budget" means the budget adopted by Supply System not less

I than 45 days prior to the beginning of each Contract Year which itemizes the

projected costs of the Project applicable to such Contract Year, or, in the.

i

; case of an amended Annual Budget, applicabic to the remainder of such Contract

i Year. The Annual Budget, as amended from time to time, shall make provision for

j all such Stpply System's costs, including (1) all cbligations of Supply System ')

incurred with respect to the llanford Project, including its obligations

under Supply System's Resolution No. 175 and the Bond Resolution and-(2) accruals

and amortizations, resulting from the ownership, operation (including cost

of fuel), and maintenance of the Project and repairs, renewals, replacements,
~ and additions to the Project, including, but not limited to, the amounts

I which Supply System is required under the Bond Resolution to i~y in each

Contract Year into the various funds provided for in the Bond Resolution

3
for debt service and all other purposes and shall include the source of funds

- proposed to be used; previded, however, that the Annual Budget for any portion

of a Contract Year prior to the Date of Commercial Operation or September 1,

1980, whichever occurs first, shall include only such amounts as may be agreed

upon by Supply System and.the Adminis trator.
t.

;

j 4 Sec. 1
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(b) " Bonds" wans any bond, bonds, or other evidences of indebtedness I
.

issued in connection with the Project pursuant to the Bond ncsolution (1) to

finance or refinance Supply System's costs associated with planning, designing,

financing, acquiring and constnicting the Project pursuant to the Bond Resolution

nd (2) for any other purpose related to the Project authorized thereby.

(c) ," Bond Resolution" means the rese'.ution or resolutions adopted or

suppicmented by Supply System, as the same may be wnended or supplemented, to

authorize the Bonds.
,

(d) " Construction Budget" means the budget adopted by Supply System which-

sets forth an estimated schedule of construction expenditures and itemi:es all

' costs related to ownership, design, planning, construction and financing of thee

!

; Pmject, as well as any revision or updating thereof during the course of
a

construction.

(c) " Contract Year" (1) means the period comencing on the Date of
,

( ', Canmercial Operation, or on Januan 1,1980, whichever occurs first, and ending
i
I. 5t 12 p.m. on the following June 30, and (2) thercaf ter means the 12 month
i

|
period co:ranencing each year at 12 p.m. on June 30, except that the last Contract

| Year shall end on the date of termination of this agreement,
i

.i (f) "Date of Commercial Operation" means the date fixed by the partles as

- the point in time when the Project is ready to be operated on a commercial basis
i
j pursuant to schedules agreed to by the Administrator and Supply System.

4 (g) " Generating Facilitics" means the llanford Project power house with

two turbine generator units with a con'bincd nameplate rating of 860 megawatts,

reisted auxiliary equipment, transfonnation and transmission facilitics.
:

(h) "llanford Exchange Agreements" means the Exchange Agreements (Contracts1

*:[ No. 14-03-35345 through 14-03-35363 and 14-03-35569 through 14-03-35625,

I

| 5 Sec. 1
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inclusively) executed by 76 utility participants, Supply System and the
I'

Administrator providing for the purchase of Project Output from the Hanford;
'

Project by the Participants and the exchange of such Proje'ct Output with

i the Administrator for firm power and energy.

(i) . Hanford Project" means the works, plants and facilities constmcted"

by the Supply System for the generation and transmission of electric pcwcr and

i energy in conjunction with the Atemic Energy Co=tission's New Production Reactor

pursuant to Supply System's Resolution No. 178.

,f (j) " Net Billing Agreements" means the agreen.cnts for the Project entered

into by Supply System, the Administrator and each of the Participants (Contracts

No. 14-03-39217 through 14-03-39320, inclusive).

(k) " Participants" means those entitics which are specified in Exhibit A of

the Net Billing Agreements, or which become assignees of all or part of any

t Participant's Share pursuant to the Net Billing Agrcements.
1

(1) " Project" mecns the nuclear generating plent and related properties as

described in Exhibit A. Exhibit A may be revised from tine to tine by cutual

agreement of the parties, but in any event shall confonn to the description of

i the Pmject in the Bond Resolution which authori:cs the issuance of Bonds in an

amount sufficient to pay the costs of acquiring and constmeting the Project..

(m) " Project Capability" means the actual electrical generating capability,

if any, of the Project at any particular time (including times when the Project
,

is not operable or operating or the operation thercof is suspended, interrupted,

interfered with, reduced or curtailed, in each case in whole or in part),1 csse

I Project station use and losses.
:

I-
|

-
.
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(n) " Project Censultant" means an individual or fim, of national reputation

having demonstrated expertise in the field of the matter or item referred to it,
6

appointed among other things, for the resolution of a difference regarding a -

natter or. item referred by Supply System. A different Project Consultant may be

sppointed for cach matter or item referred.
*

(o) " Project Exchange Agreements" neans the agreements entered into by

Supply System, the Administrator and cach of 'lhe Montana Power Company,

~ Pacific Power G Light Company, Portland General Electric Company, Puget Sound

Power G Light Company, and The Washington Water Power Company (Contracts No.

14-03-39212 through 14-03-39216, inclusive).

(p) " Prudent Utility Practice" at a particular time means any of the

practices, methods'and acts, which, in the exercise of reasonabic judgment ing

light of the facts (including but not limited to the practices, methods and acts

engaged in or approved by a significant portion of the electrical utility industry

( prior thereto) known at the time the decision was made, would have been expected

to accomplish 'the desired result at the lowest reasonabic cost consistent with

reliability, safety and expedition. Prudent Utility Practice shall apply not,

only to functional parts of the Project but also to appropriate stmctures,

; landscaping, painting, signs, lighting, other facilities and public relations
:l

programs reasonably designed to promote public enjoyment, understanding and.

'

acceptance of the Project. Pmdent Utility practice is not intended to be
E limited to the optimum practice, thod or act, to the exclusion of all others,

|
but rather to be a spectrum of possibic practices, methods or acts. In evalu-

ating whether any matter confoms to Pmdent Utility Practice, the parties and.

any Project Consultant shall take into account (1) the fact that Supply System
.

-) is a manicipal corporation and operating agency under the laws of the State of
- Washington with the statutory dutics and responsibilities thereof and (2) the

i

7 Sec. 1
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objective to integrate the entirc Project Capability with the generating resources
:

of'the Federal Columbia River Power System to achieve optimum utilization of the )

resources of that system taken as a whoic, and to achicyc efficient and economical

operation of that system.
.

2. Exhibits. Exhibits A and B are by this reference incorporated herein-
.

and'made a part of this agreement. Supply System shall be the Contractor as'

'

that tem is used in Exhibit B.
,

3. Tem of Agreement. This agreement shall be effective upon execution

and delivery and shall teminate when the Project teminates as provided in
.

section 15.

4. Design, Licensing and Construction of the Pro.iect.

(a) Supply System shall perfom its duties and exercise its rights under '

this agreement in. accordance with Prudent Utility Practice.

(b) Supply System shall seek and use its best efforts to obtain all
)

licenses, pcmits and other rights and regulatory approvals necessary for the

ownership, constmetion, and operation of the Project. .

(c) Supply System shall complete all appropriate planning and engineering

studies and construct the Project in accordance with Pmdent Utility Practice.
' Supply System shall use its best efforts to schedule the Date of Commercial,

Operation to be, as near as raay be, Septerher 1,1980.

(d) Supply System shall keep the Administrator infomed of all matters

Supply System deems significant with respect to planning, engineering studies

and construction of the Project, where practicabic in time for the Administrator

to coment thereon before decisions are made. Upon request by the Administrator,

Supply System shall furnish or make availabic to the Administrator with reasonable;

!
|

,

8 Sec. 2, 3, 4
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i
i promptness, and at reasonable times, copics of proposed plans, specifications,
,

(
'

invitations for bids and contracts and all certificates delivered to Supply Systen

'i by any engineer or architect in connection with such constmction, and all bids,
1

papers, records and accounts relating to construction or operation of the Project.
~

:

(e) Supply System shall awani separate contracts for readily separable

parts of the work to the extent consistent with constmction of the Project at

least overall cost and the high quality required. Construction contracts may

be lump sum or unit price, and may also contain incentive and liquidated danar,es*

clauses. Supply System shall advertise for bids among qualified contractors and'

3
'

award the contract after appmpriate evaluation and review to the lowest respons-
:

i ibic bidder, or reject all bids. All bids, bid evaluations and proposed contract
I awards for amounts in excess of $500,000 shall be submitted to the Administrator
!
i prior to contract award. If the Administrator disapproves the proposed award,

( | the matter will be referred to the Project Consultant as provided in section 10.
I

i. (f) The Administrator may, at his option and at Government expense,
't

j . maintain a representative at the Project site during the construction of the

Project. Such representative shall have no authority regarding administration,

I or inspection of the Project construction.
1

(g) Notwithstanding any other provisions of this agreement, the selection,

j of the (1) type and specifications for the nuclear steam supply system, (2)>

I

method of cooling, (3) specifications for the additional turbine-generator and

| (4) architect-engineer shall be made only after approval by the Administrator.
;

- (h) The Administrator shall have the right to purchase upon reasonabic
!

tems and conditions energy produced during any test operation of the generating;

1

| 1| unit of the Project, upon reasonabic notice to Supply System of his intention to
! i

| 1c..
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do so, given prior to the commencement of such test operation. If the Admin-

istrator does not exercise such right, he shall accept delivery into the Federal
.

Columbia River Power System and, upon reasonable terms and conditions,

shall deliver any such energy not purchased by him to Supply System or its

assignce at mtually agreed points.

5. Financing of the Project.

(a) Supply System shall, in good faith and with due diligence, use its

best efforts to issue and sell Bonds to finance the costs of the Project and the

completion thereof, as such costs arc defined in the Bond l'esolution and, subject

to the provisions of section 11(c), to finance the costs of any capital addi- -

tions, renewals, repairs, replacements or modifications to the Project; provided,

h_owever, that in each such case such Bonds may then be Icgally issued and sold.

Supply System may, after submitting its financing proposal to the Admin-
.

istrator, or shall, whenever requested by the Adainistrator, adopt proceedings )
,

to authori::e the issuance and sale of additional Bonds to refund outstanding

Bonds prior to maturity in accordance with the Bond Resolution; provided, however,

that if in the judgment of Supply System or the Administrator no substantial

benefits or economics will be achieved by such refunding, the matter shall be

referred to the Project Consultant as provided in section 10.
.

(b) Notwithstanding any other provisions of this agreement, the Bond

Resolution shall be subject to the approval of the Administrator.

6. Budget and Accounting Procedures.

(a) Construction Budget. The Administrator has heretofore reviewed Supply

System's Constmetion Budget in connection with the Project. By October 1 of

each year until completion of constmetion of the Project Supply System shall

:
'

!

10 Sec. 4, 5, 6
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| prepare and submit to the Administrator an updated Construction Budget describing
i

i~ ' the items of constniction and the estimated amounts to be expended therefor in '
| each quarter from the succeeding January 1 to estimated date' of Project completion.
9

| Supply System shall submit revised Constniction Budgets to the Administrator
'

- from time to time to reflect substantial changes in constniction schedules, plans,

|. specifications, or costs. Updated Constniction Budgets for the succeeding

calendar year and revised Constniction Budgets for the current calendar year

shall become effective unless disapproved by the Administrator within 30 days,-

'and seven days, respectively, after sthmittal. Any item disapproved shall be

referred to the Pmject Consultant as provided in section 10.i

' A monthly Construction Budget report shall be prepared by Supply System

,

and filed with the Administrator showing by major plant accounts or contracts,
I

j the cumulative amounts comitted and the cumulative expenditures to date of each

( such report.

(b) Annual Budget. At Icast 90 days prior to the expected Date of Com-

f mercial Operation, Supply System shall submit to the Administrator a pmposed
*

j Annual Btdget for the period from the expected Date of Commercial Operation to

j the next succeeding July 1, and if the Date of Commercial Operation occurs

subsequent to April 1 in a calendar year, a similar Annual Budget for the next

f succeeding Contract Year. Thereafter, on or before April 1 of each year Supply

- System shall submit to the Administrator a similar Annual Etdget for the next

; succeeding Contract Year, which budget shall take into account the cumulative
!

difference between total moneyr, received and expenditures for the prior contract'

!

Year and provide for adjustment, as necessary, of the appropriate working cash

fund.,

9

( 11 Sec. 6
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All taxes imposed and required by law tu be paid, and which are due and

payabic in a Contract Year, shall be included in the Annual Budget for that

Contract Year as a Project cost. To the extent Supply System is pennitted by y
, ,

law to negotiate for payments in lieu of taxes or other negot.iated payments to

state or local taxing entities, the Annual Budget shall also include the amounts

of such negotiated payments; provided, however, that Supply System shall not

agree to such negotiated payment if in any Contract Year the sta of such

negotiated payments to such taxing entitics and taxes imposed by law by such

taxing entitics would exceed the total amount of ad valorem taxes that Supply

. System would have paid in that year to such taxing entitics if the Project or

portion thereof, within the boundaries of each such taxing entity, were subject

to ad valorem taxes and its valuation for tax purposes were added to the

valuation of the property subject to ad valorem taxes by such taxing entity,

but with its millage rate reduced so that the amount of ad valorem taxes raised

would be unchanged.

Notwithstanding any other provision of this agreement, costs incurred by

Supply System in an emergency or to protect the safety of the Project or the

public shall be added to the Annual Budget as incurred. Promptly after any such

occurrence, and prior to expenditures of any other funds not contemplated in the*

effective Annual Budget, Supply System shall submit revised Annual Budget to

the Administrator..

The Annual Budget and revised Annual Budget shal come effective unicss

disapproved by the Administrator within 30 days and seven days, respectively,

after submittal. Any item disapproved shall be refert. to the Project Consultant

as provided in section 10.

(c) Accounting. Supply System shall keep up-to-date books and records.

'

showing all financial transactions and other arrangements made in carrying out

- i

12 Sec. 6,
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the tenns of this agreement. Such books and records shall contain infonaation
'

[ supporting the allocation of Supply Syston's indirect costs associated with the

Project, and the method of allocating or prorating costs or pxpenses as between

the Project and other activitics in which Supply System may have 'an interest8

shall.be based upon Prudent Utility Practice. Sach books and records shall bc,

;
; retained by Supply System for three years and shall be made availabic for

inspection and audit by the Administrator at any reasonabic time.
.

All accounts shall be kept so u to pennit conversion to the applicable

system of accounts prescribed for electric utilitics by the Federal Power
,

i Commission.

Any contract with any consultant or contractor of Supply System providing
'

for reimbursement of costs or expenses of any kind shall require the keeping

and maintenance of books, records, doctnents, and other evidence pertaining to,

the costs and expenses incurred or claimed under such contract to the extent

and in such detail as will properly reflect all costs related to this agreement

and shall require such books, records, docunentr and evidence to be made availabic
:

to the Achninistrator at all reasonabic times for review and audit for a period of
,

three years after final settlement of the applicabic contracts.
I (d) All moneys received on account of the Project which are surplus to a

current year's operating and capital expenses and Bond Resolution requirements

shall be invested by Supply System in accordance with the Bond Resolution until

such surplus moneys can be appropriately applied in a future Contract Year.

7.- Operation and thintenance of the Project.

(a) Supply System shall operate and maintain the Project in accordance

with Prudent Utility Practice, so as to meet the r~1uirements of the Atomic Fncrgy
,

.

.

t n

( '

13 Sec. 7.
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Consnission, and cther govern =cnt agencies having jurisdiction and the applicabic*

I*

requirements of bond resolutions.

! '(b) During any hour in which the Project does not generate power for )

station use and losses to the high voltage teminals of the Rroject substation,
.(.
.

the Administrator shall furnish such power, except for amounts others are
I

obligated to supply under the Project 11xclumge Agreements and Nat Billing

Agreements, to the Supply System at the point of delivery specified in
,

section 11 of the Net Billing Agreementsi provided, Iptever, that deliveries
'

i
of such power may be internipted or reduced in the case of system cmergencies,

,

or in order to make repairs, replacements or necessary additions to or perfona

maintenance on that portion of the Federal Coltabia River Power System neces:,ary

to provide such power.
.

] 8. Fuel.
.

(a) At least 60 days prior to the anticipated date of award of the initial'
,

fuel contracts, Supply System shall submit the proposed provisions of such j
6.

contracts to the Administrator. h'ithin 180 days after the date of award of such,

!

h contracts, and annually thereafter until the Date of Con =creial Operation, Supply
<

System shall prepare and submit a fuel management plan (Plan) to the Administrator.

| Each year after the Date of Commercial Operation, the Plan shall be submitted
1

at the same time as the Annual Budget is submitted pursuant to section 6(b)...

i Supply System shall amend the Plan as reasonably required to reficct changes in
I
: conditions unforescen at the time the Plan was prepared. t
j *

.

; Supply System shall consult with the Administrator in the preparation of

I the initial and cach subsequent Plan. The Administrator shall furnish Supply

i System all necessary forecasts of the generation requirements of the Project.
'

Such forecasts shall indicate the manner in which the Project is to be operated,

J

.] to integrate and coordinate the Project with hydroelectric and other themal
t -

!- ,

j 14 Sec. 8
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7 resources availabic to the Administrator. Supply System shall rely upon such

. forecasts in preparing the Plan.
'.

t
The Plan shall cover a period of at 1 cast the next succeeding ten years.

58 'It shall include a cash flow analysis of forecasted expenditures and credits
I-

for cach major component of the fuel cycle, by years, for the entire period,

and cash flow by months, for the first five years of the period. *Ihe Plan

y shall also include, but shall not be limited to, forecasts of the dates' and

j details of fueling outages, contracts for each component of the fuel cycle,

! shipments and any licenses or pennits required therefor and any other pertinent

. actions.
4

Each Plan (including the provisions of the initial fuel contracts), any

1 changes therein, and costs relating thereto shall become effective unicss

disapproved by the Administrator within 30 days after submittal; provided,

however, that whenever in his judgment it is practical to do so the Administrator

( 'I shall notify Supply System in writing within ten days after each such subnittal

h of his approval or disapproval. Any matter or item disapproved shall be referred
'

to the Project Consultant as provided in section 10.,

| (b) At the time of each fueling, Supply System shall prepare in consulta-;

| t; ion with the Administrator and furnish to the Administrator its best estimateo
4

| of the kilowatt-hours of net energy available from the Project to the next
.

. scheduled fueling date and the estimated fixed and variabic unit cost per net
9

kilowatt-hour and furnish to the Administrator such other data as may be requested
b by the Administrator. Supply System shall review the data with the Administrator

at Icast monthly and revise such data as necessary.
- 9. Pcmits. Subject to any regulations of the Atomic Energy Commission,

f* pertaining to the Project, if by the tems of this agreanent any equipment or
!

[|
-

15 Sec. 8, 9
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' facility. of either party is, or is- to be, located on the property of the other, '

)
a pcmit to install, test, maintain, inspect, replace, and repair during the

4
'

< .

i tem of'this agreement and to remove at the expiration of said term such equip-

ment and facility, together with the right of ingress to and egress from the

location thereof at all reasonable times in such tem, is hereby granted by the
s

', other party.

10. Administrator's Annroval and Project Conr.ultant.

(a)' All proposals of Supply System, including but not limited to, budgets,

i plans, actions, activities, or matters sthmitted to the Administrator under any

provisions of this agrecrent shall include itemi cd cost estimates and other

detail sufficient to support a comprehensive review, including but not limited

to, a copy of all supporting reports, analyses, recommendations, or other

documents pertaining thereto. If the Administrator does not disapprove theg ,

it j
P proposal within the time specified, or if no time is specified, within seven )-

. days after receipt, the proposal shall be deemed approved. Any proposal

| disapproved shall be segregated so that exact items of difference are identified

and shall become effective immediately as to items not disapproved.i

(b) Except as provided in sections 4(g), 5(b),11(b), and the third para--

1

graph of section 6(b), disapproval by the Administrator shall be given in writing

; and shall be based solely on whether the proposal or item is consistent with
.

j Prudent Utility Practice. Such disapproval shall describe in what particular

the proposal or item is not consistent with Pmdent Utility Practice and shall-

,

:

at the same time recommend what would meet that standard..

i
i hhen any proposal or item is so disapproved by the Administrator, Supply.

:

; i System shall adopt the suggestion of the Administrator or within seven days after

.1 receipt of such disapproval, shall appoint a Project Consultant acceptable to the
: },

j 16 Sec. 9, 10,
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I- dndnistrator to review the proposal'or ittm in the manner described in this

! section. If the parties shall not agree upon the selection of the Project

|
Consultant, Supply System shall promptly request the Chief Judge of the United

j States District Court for the Western District of Washington to appoint the
v

Project Consultant.

; (c) 'Ihe Project' Consultant shall consider all written arguments and

factual materials which have been submitted to it by either party within ten'

t days following its appointrent, and as promptly as possible after the expiration
;

of such period, make a written detennination as to whether the proposal or item
:
;- disapproved by the Adainistrator referred to it by Supply System would or would

~

not have been consistent with Pmdent Utility Practice. If the Project Consultant
5

detemines that the proposal or item referred to it was not consistent with

Prudent Utility Practice it shall, at the same time, reco:mnend what would, underj
t-

I, the same circumstances, have met such test.
t
g. Proposals or items found by the Project Consultant to be consistent with

{4 Pnident Utility Practice shall become imnediately effective. Proposals or items

found by the Project Consultant to be inconsistent with Pnident Utility Practicei
,

s
shall be modified to confona to the reconcendation of the Project Consultant or

as the parties othenfise agree and shall become effective as and when modified.
l (d) All costs incurred by Supply System for or by reason of employing a'

d Project Censultant under this agreement and the Net Billing Agreements shall be
t

{ a cost of the Project.
o

'

(c) If any p'roposal or item referred to the Project Consultant has not

been resolved and will affect the continuous operation of the Project, Supply

System shall continue to operate the Project. Supply System may proceed with
.

the item, (1) as proposed by it, or (2) as proposed by the Administrator, or

,

(3) as modified by mutual agrcanent by Supply System and the Administrator prior
f, .

a
-

.

17 Sec. 10
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to the time such item affects operation ~of the Project; provided, he. ever, that

if Supply System proceeds with the item as proposed by it and that item is deter-

mined by the Project Consultant to be inconsistent with Prudent Utility Practicc,

Supply System shall bear any net increase in the cost of construction or operation

of the Project resulting from such item without c:iarge to the Project to the

extent such item was inconsistent with what the Project Consultant detemined

would under such circtnastances have met such test. Notwithstanding other provi-

sions of this section 10(c), whenever a proposal has been referred to the Project

Consultant, Supply System shall operate in accordance with Supply Systen's

proposals until such proposal has been resolved by the Project Consultant,

whencver Supply System detemines that the Administrator's proposals would

create an immediate danger to the safe operation of the ' Project.

(f) 'Ihc Ad::tinistrator's approval or failure to disapprove any plan,

proposal or item pursuant to the tems of this agreement shall not render the

Government, its officers, agents, or employees, liabic or responsible for any )
injury, loss, dsmage, or accident resulting from ownership, design, construction,

operation, or maintenance of the Project.

(g) 'Ihc word " item" as used in this section means the item described

including the cost specified therefor.

11. gplacements,RepairsandCapitalAdditions.

(a) After the Date of Commercial Operation Supply System shall sulnait

its plan, including but not limited to a firincing plan, and budget of expendi-

tures to the Ad.ninistrator for each replacement, repair, or bettement relating

thereto, or capital addition required by governmental agencies, each as related

to the Project and having a cost, as estimated by Supply System, in excess of

$3,000,000; provided, hcwever, that if the estimated cost of any such replacement,

T

' 18 Sec. 11
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repair, or betterment re?ating thereto, or capital addition required by govern-

'( mental agencies, exceeds 20 percent af the then depreciated value of the Project,

. ., q the Administrator may direct that Supply System end the Project in accordance

j .with section 15. If. the parties cannot agree upon such estimated costs, such

estimated costs shall be referred to and determined by the Project Consultant..

If the Administrator does not so direct within 90 days from the date such esti-

mated cost has been so agreed upon or detenained, Sup;)]y System shall proceed-

1with its p)an and budget of expenditures for such replacement, repair, or*
.I

: bettennent relating thereto, or capital addition required by such governmental
J i
; agency. Each such plan and budget or updated or revised budget relating thereto |

; shall be submitted to the Administrator and shall become effective at the time

[ and in the manner provided in section 6(a).

; (b) Notwithstanding any other provisions of this agreement, Supply System

. . shall not expend or obligate, without prior approval of the Administrator,
( l .

j noneys exceeding $50,000 in any Contract Year for capital additions to the
f

i Project unless such capital additions are required by governmental agencies.
'

| (c) .If in any Contract Year the amounts in the Annual Budget for renewals,

repairs, replacements, and bettements, and for capital additions necessary

!: to achieve design capability or required by governmental agencies (Amounts for"

! lixtraordinary Costs), whether or not such amounts are costs of operation or

.t costs of construction, exceed the amount of reserves, if any, maintained

for such purpose pursuant to the Bond Resolution plus the proceeds of

; insurance, if any, available by reason of loss or damage to the Project, by
I
i the lesser of:

(1) an amount of $3,000,000 or,

.

( i

19 Sec. 11
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(2) an amotnit by which die amount of the Administrator's estimate

of- the total of the Administrator's not billing credits availabic in such j'

.

Contract Year to the Participants pursuant to section 7(a) of the Net

Billing Agreements and the amounts of such reserves and insurance proceeds,

if any, exceeds the Annual Budget for such Contract Year exclusive of

Amounts for Extraordinary Costs,

Supply System shall, in good faith,'use its best efforts to issue and sell

Bonds to pay such excess in accordar2cc with section 5(a).

12. Insurance..

(a) Supply System shall maintain in force, for the benefit of the Project,

the Administrator, Supply System, and the Participants as their respective

interests shall appear, as a Project expense, such insurance as will satisfy

the requirements of the Bond Resolution, the Atomic Energy Act of 1954 as amended,

other insurance required by applicable statutes, and such other insurance as the
)

parties agree. Subject to section 11 any prcceeds of such insurance received

by the Supply System for loss or damage to the Project shall be used to repair

! the Project. Supply System shall not, without the consent of the Administrator

and the Participants' Review Board as established pursuant to section 17 of the

Net Billing Agreements, cause the insurance on the Project to be extended to

any additional units or generating projects or to lapse to pemit the extension

of such coverage.

(b) The Administrator may request additional insurance to the extent

availabic, and Supply System shall purchase such requested insurance at the

Adntinistrator's expense. The proceeds from such requested insurance shall be

disbursed as directed by the Adainistrator.

.

'
1

20 Sec. 12
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13. Inspection of Project Facilities. 'll e Administrator may, but shalli

! not be obligated to, inspect the Project at any reasonabic time, but such

inspection, or failure to inspect, . shall not tender the Go'vemment, its officer .,

agents, or mployces, liable or responsible for any injury, loss, damage, or

accident resulting from defect in the Project.
.

:14 Training. Supply System shall carry out a familiarization and

training program to maintain adequate staff for the Project and the expenses

thercor shall be part of the direct or indirect costs of construction or costs.

i of operation as appropriate.
I

15. End of the Project. The Project shall terminate and Supply System

shall cause the Project to be salvaged, discontinued, decommissioned, and

. disposed of or sold in whole or in part to the highest bidder (s) or disposed
-1

; of in such other manner as the parties may agree when
i

{ (a) Supply System detemines it is unabic to const ruct, operate, or

proceed as mner of the Project due to licensing, financing, or operating.

i conditions or other causes which are beyond its control;
a

(b) the parties detemine the Project is not capabic of producing energy

consistent with Pmdent Utility Practice or, if the parties disagree, the Project

Consultant so detemines, or.

|
(c) the Administrator directs end of Project as provided in section 11(a).

i

| The date of temination shall be the.carhiest of the date of the deternin-.

ation under subsections (a) or (b) above or the date of direction under subsection

(c) above.
i

{ 16. Assignment of Agreement. This agreement shall inure to the benefit
1

of, and shall be binding upon, the respective successors and assigns of the2

d.

t.
i
i

21 Sec. 13, 14, 15, 16-
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parties to this agreement; provided, however, that neither this agreement nur

any interest therein shall be transferred or assigned by (a) Supply System to
)

.I any entity other than the United States or an agency thereof without written

) consent of the Administrator, or (b) the Administrator to any party other than-

o

the United States, or an agency thereof, without written consent of Supply System.
.

17. Applicability of Other Instruments. It is recognized by the part ics

hereto that Supply System in the ownership, cor.struction and operation of the

i Project utst comply with the requirements of the Bond Resolution and all licenses,

pemits and regulatory approvals necessary for such ownership, construction and

operation, and it is, therefore, agreed that this agreement is made, and referrals

E to the Project Consultant hereunder shall be, subject to the tems and provisions

of the Bond Resolution and all such licenses, pemits, and reg;iatory approvals.-

IN WITNESS hi!FJEOF, the parties hereto have executed this agreement in

several counterparts.

I UNITED STATES OF MtERICA
)Department of the Interior

.

'

. (SEAL) By
Bonneville Power Administrator*

I

f *

WASilINGTON IUBLIC IUdER SUPPLY SYSTDI

| (SEAL) By

I Titic-

?
-

I

ATTEST:

By

Title
.

f

22 Sec. 17
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i EXilllllT A'' ''
'

\
'

PROJECT Ol\PAGERISTICS, j

l

! WASilINCION PimLIC PONER SUPPLY SYSTD1 |

*
.1 NUCLEAR PROJECT NO. 1 -

,

1hc Washington Public Power Supply System's Nuclear Project No.1 is

cxpected to have a net electrical plant capability of approximately 1230 Mi.-

A new pressurized water reactor nuclear steam supply system sindlar.

to other reactors now tuider construction will replace the NPR as a steam
!

source. It will include, but not be limited to, a nuclear reactor, fuel,'

i

i control systems, prima n coolant loops with steam generators, engineered
i

safeguard systems, radwaste system, service systems, containment building

| and other auxilian facilitics.
i
. Steam will be fed from this new reactor to a new topping turbine and
I

generator with a nameplate rating of approximately 400 M1 housed in an exten-

! sion of the existing turbine generator building of the Generating Facilities.

New piping will transmit low pressure exhaust ste:un from the new topping*

L

turbine to the existing low pressure turbine complex which is a part of the.

Generating Facilities. The existing turbines may be modified, including the

| addition of cxtra stages of blades; and such modifications, additions and

3
alteration to the condenscrs, cooling system, feedwater heaters, feedwater

pumps, instricentation, control systems, auxiliary startup power facilities

! and other components of the Generating Facilities will be made as shall bc

required to operate the topping turbine and to utilize exhaust steam from
i

the topping turbine.

I
.

.

!

,

$

i
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(12-3-69)
'

P110VISTONS REOUTREI) HY STATUTE O!! EXECUTIVE ORDEll
I

.

}. Contract Vork llours and Snrety Stnndnrds. I'

'
This contract, to the extent that it is of a character

specified in the Contract Work 1:ours and Safety Standards Act" i

| (Public Law 87-561, 76 Stat. 357-360, as amended) and is not
i covered by the Walsh-licaley Public Contrtets Act (41 U. S. C.

35-45), is subjcet to the follouing provi sions and to all other'

; provisions and exceptions of said Contract Work Hours and Safety
Standards Act.' *

'l
.

(a) No Contractor or subcontractor contracting for ony
part of the contract verk which nay require or involve the
employment of laborers or meent.nics shall require or permit any

. laborer or_ mechanic in any vor!;. cek in ubich he is employed on
such work, to work _in c=esa of cight hours in any calendar day

i

or in excess of forty hours in cay vorhveek unless such laborer:

or mechanic receives connensatica at a rate not Jess than one8

and one-half times his bhsic rate of pr.y for all hours worked
in excess of cic,ht hours in any calendar day or in excess of,

j forty hours in such worlaicek, uhichever is the greater number
of overtime hours.

. (b) In the event of any violation of the nrovisions of
{ subsection (a), the Contractor :ud any subcentractor responsible

for such violation shall. be liab)c to any affected emoloyee for'

his unraid unnes. In additica, such Contractor or subcontractor I

sha]1 'oc lic.ble to the United States for liquidated damages.'

Such liquidated damages shall be cc:.;puted, with respect to each
j individual Inborer or mechanic caployed in vio]ation of the
I provisions of subsection (a), in the sum of $10 for each calendar

,

j day on which such employee was required or permitted to work ini

excess of cight hours or in excess of forty hours in a workweek:

without payment of the required overtime wages.:

,! (c) The Administrater may withhold, or cause to be with-
held, from any moneys payable on account of work performed by the*

Contractor or subcontractor, the full c.uonut of wages required
.

i
i by this contract and such suns as may c.d:.iinistratively be d eter-
i mined to be necessary to satisfy any liabilitics of such Contractor

,

| | or subcontractor for liquidated damages as provided in subsection
j (b).

| (d) No contractor or arbcontractor contracting for any
i part of the contract unrk shall require any laborer or mechanic,

! cmployed in the performance of the contract to work in surround-
' ings or under working conditions which nre unsanitary, hazardous,

or dangerous to his haalth or safety, as determined under con-
: struction safety and haalth standards pro;r.ulgated by the Secretary

of Labor by regulation based on proceedin .s pursuant to section 553
.

of title 5, United States Code, provided that such proceedings-
,

i include a hearin;; of tae nac.ere autaori ed by said section.
l ~.
1

.

| .
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(c) The Contractor shal] require the foregoihg subsections'

(n), (h), '(c ), (d) and this subsection (c) to be inserted in all
subcontracts.*

.(f) The Contractor shall keep and maintain for a period I
g'

of three (3) years from the completion of this contract the in-
formation required by 29 CFit 0 5]6.2(a). Such matcrial shall be
made available for inspection by authorized repres,entatives of
the Government, upon-their request, at reasonable times during,

.the normal work day.

2.1-Convict Labor. The Contractor shall not employ any person
undcrgoing sentence of imprisonment at hard labor.

3. E gu-1 0,mrtuni.tv. Unless excr.mted nursuant to the provisiens
of ih.ccutive OEEr 31246 of Septenbd- 24, 1965 and the rules,

~

regulationn and relevant ordars of the Secretary of Labor there-
under, during the performance of thin contract, the Contractor

,

agrecs as follous:
'

(a) The Contractor vill not discriminate against any4

employee or applicant for ergloyment because of race, color,
re]igion, sex, or national origin. The Contractor will take
affirmative action to ensure that applicants are cuployed,
and that cip]oyees are treated during employment, without
regard to their race, color, religion, ren, or national origin.<

Such action shall include, but not be liuited to, the follouing:
engl oyment , upgrading, denotion or transfer; recruitment or
recruittent advertising; layoff or termination; rates of pay cr

; other forms of compensation and selection for training, including
( apprenticeship. The Contractor agrecs to post in conspicuous

places, available to employces and anp]icants for employn ent,
notices to be provided by the Administrator setting forth the,

r provisions of this equal opportunity clause.

(b) The Contractor will, in all solicitations or adver-
tisements for employees placed by or on beha]f of tne Contractor,
state that all qualified app]icants will receive consideration,

for,cmploympnt without regard to race, color, religion, sex, or
national origin.*

(c) The contractor will send to each labor union or repre-
sentative of workers with which he has a co11cetive bargaining
agreernen t or other contract or understanding, a notice, to be, ,

provided by the Administrator, advising the labor union or
' '

worker's representative of the Contractor's commitments under
this equal opportunity clause and shall post copics of the notice
in conspicuous places available to employces and applicants for
employment.

(d) The Contractor will comply with all provisions of
Executive-Order No. 11246 of September 24, 1965, and of the
rules,' regulations, and relevant orders of the Secretary of
Labor.

i

! ( (e) The Contractor wi]] furnish a]] information and reportsi

required by Executive Order |o. ]1"% of tiept a.ber 24, ]905, and'

; by the rules, regulations, and orders of the Secretary of Labor,
I

2
<

.

t

.
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or-pursuant therato, and will permit access to his books, records,
and accounts by the Administrator and the Secretary of Labor for
purposes of investigations to ascertain compliance with such rules,
regulations and orders.

)
(f) In the event of the Contractor's noncompliance with the

equal opportunity clause of this contract or with' any of such rules,
regulations,- or orders, this contract ray be cance] led, terminated,
or suspended in whole or in part and the Contractor may be declared.

ineligible for further Government contracts in accordance with
procedures authorized in Executive Ordce No. 11246 of September 24,
1965, and such other sanctions may be ii. posed and remedies invoked
as provided in Executive Order No, 11246 of Septe:aber 24, 1965, or
by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by law.

(r)
graphs (a) through (g) in cycry subconter.ctThe Contractor vill include the provisions of para-or purchase order
unless exur.pted by rules, regulations, or orders of the Secretary
of 1. abor issued pursuant to Section 204 of Cr.ccutive Order No.
11246 of Scuttaber 24, 1965, so that such provisions will be
binding upoh each subcontractor or vendor. The Contractor willtake such actien with respect to any subcontract or purchase
order as the Adninistrator may direct as a means of enforcing
such pr.* visions including sanctions for noncomplicace; provided,however, thr.t in the event thq Contractor becomes involyca in,
or is tirectened with, litigation uith a subcontractor or vender
as a rc sult of such direction by the Administrator, the Contraccormay request the United States to enter into such litigation to jprotect the interests of the United States.

: 4. Interest of Member of Concross. No Member of or Delegate to
Congress, or :tesioent Cemaissioner shall be admitted to any share

*

or part of this contract or to any benefit that may arise there-frou. Hothing, however, herein centained shall be construed to
extend to such contract if made with a corporation for its gen-eral benefit.

.
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that are oper.:ted in wnjaat t son a t! t.> pi.rturt .tmu' t ri.n t he .New I'rvduct ion
;

Reactor (NIH) of the Atraic Energy wei<sion (AIE; on the llanford Reservation; a
|

5 NIERIAS the AEC hr.s not i fic.i Seppiv S'.mt e a of its intention to discontinue.
'

!

f ' dual purpose operation of the NPR ar..! Suppl; Systen, the Administrator and the f

Paiticipants, being all the l'arties t-) ti.c Ilanford i.xchange Agreements, have

i agreed that Supply Sy:.ter. shall constnt:t a nuclear ateam supply facility
*

i
' 'and additional generating facilitics :/nich can be used in conjunction with

! - the Generating 1:acilitics; and

hHEREAS Supply System, the Administrator an,1 76 utility participant >

have executed llanford Exchange A,creenent:. which provide for the purchase'
*

!
of Project Output from the !!anford l'roject by the Part icipants and the'

exchange of such Project Output with the .hininistrator for fim electric

power and energy; and ,

NIERIMS Supply System prcposes to design, finance, construct, operate

and maintain the Project; and

WlEREAS the Participant proposes to purchase the Participant's Share

from Supply System for assignment to the Administrator hereunder, and the

Administrator proposes to acquire such Participant's Share; and-

NIERI%S Supply System and the Participant have cach detemined that

the sale by Supply Systen to the Participant of the Participant's Share and'

assignment thereof to the Administrator as herein provided will he benefi-'

cial to it by reducing the cost of and increasing the amounts of firm power

and energy which will be availabic to serve its members or customers in the

future; and,

MIEREAS the Administrator has detenained that the acquisition of the
.

.; ; Participant's Sharc as herein provided will assist in attaining the objectives
*

.
'

. .

(
! 3 Reeltals

,

.,
* _. ... ..,
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$ MDIREAS the Administrator, Supply System, The Montana Power Company,
,

. Pacific Power f.1,ight Company, Portland General !!1ectric Company, Puget'

Sound Power f I,ight Company, and 'lhe Washington Water Power Company expect to
4

i

enter into Project lixchange Agreements simultaneously with this agreement, which;,
a
? among other things provide for the purchase of Project Capability from the l'ro,;ect
,
,

j and the exchange of such Project Capability for finn power from the Administr.itor;
,

*! and
*

NIEREAS Supply System is organi:cd under the laws of the State of'

-

Washington (Rev. Code of Washington, Ch. 43.52) and is authori:cd

by law to ccnstruct, acquire and operate works, plants, and facilities for*

,

t

t the generation and/or transmission of electric po,cer and energy and to enter
,

into contracts with the Administrator and public and private organizationsi

t

j for the disposition and distribution of electric power and energv produced~

i
t thereby; and

d
MIEREAS the Administrator is authori:cd pursuant to law to dispose of

,

(
'

clectric power and energy generated at various Federal hydroelectric projects*

3 in the Pacific Northwest and to enter into related agreements;
.1

NOW,11tEREF0!E, the parties hereto mutually agrec as follows:
i,.

1. Definition and Explanation r,f Tenns.-

,k (a) " Annual Budget" means the budget adopted by Supply System not less

than 45 days prior to the beginning of each Contract Year which iteni:es the*
,

'

. ,1

l projected costs of the Project applicable to such Contract Year, or, in the4

i case of an amended Annual fludget, applicabic to the remainder of such Contract

i Year. '!he Annual Budget, as amended from time to time, shall make provision
i

..! for all such Supply System's costs, inclu. ling (1) all obligations of Supply
|'

System incurred with respect to the llanford Project, including its obligations
4
'I. under Supply System Resolution No.178 and the Bond Resolution, and (2) acenials
1
-

3
S Sec. 1'

FI
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This AGREDENT, executed ,dt [M s.< ( , 4972, by the UNITED STATES

1
0F ANERICA (hereinafter called "the Govemment") , Department of the Interior,.

l
acting by and through the BONNEVILLE POWER AININISl%11DR (hereinafter called

j "the Administrator"), and WASHINGTON PUBLIC POWER SUPPLY SYSTDI (hereinafter
i

called " Supply System"), a nonprofit corporation of the State of Washington,.

and BEVTON RURAL ELECTRIC ASSOCIATION, a nonprofit corporation of the State

j of Washington (Participant) ,
.

W I T N E S S E T 11:

MIEREAS Supply System has constructed the llanford Project which
I

includes Generating Facilitics with an electrical capability of 860 megawatts
.

.;.

2 Recitals; '

. .,
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(b) '.' Billing Statement" neans the written statement prepared by bupply;

System-that shows the amowlt to be paid to Supply System by' the Participant
<.

* for the Participant's Share for a Contract Year or, in the case of an amended

Billing Statement, for the remainder of such Contract Year. Such amount

shall be detemined as to the Participant by multiplying the amount of the

Annual Budget or the amended Annual Budget, is the case may be, less any
.

other funds (including but not limited to amounts payabic under the Project

Exchange Agreements) which shall be specified in the Annual Budget as being

payable from sources other than the payments to be made under the Net Billing -

Agreements, by the Participant's Percentage. At the end of each Contract

Year any amount over or under billed during such year will be reflected in

the Billing Statement for the following Contract Year.

(c) " Bonds" means any bond, hcnds or other evidences of indebtedness

issued in connection with the Project pursuant to the Bond Resolution (1)

{
to finance or refinance Supply System's costs associated with planning,

designing, financing, acquiring and constructing the Project pursuant to

the Bond Resolution, and (2) for any other purpose related to the Project

authorized thereby.
.

(d) " Bond Resolution" means the resolution or resolutions adopted or
,

~

supplemented by Supply System, as the same may be amended or supplemented,
'' to authori:e the Bonds.

(c) " Contract Year" (1) means the period coninencing on the Date of'

| Conuncreial Operation, or on January 1,1980, whichever occurs first, and

ending at 12 p.m. on the following June 30, and (2) thereafter means the

12-month period commencing each year at 12 p.m. on June 30, except that the

last Contract Year shall end on the date of temination of this agreement.4

{^
7 Sec. 1
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. of the Bonneville Project Act and other statutes which pertain to the<

.I

< disposition of electric powcr and energy from Coventnent projects in the ',

.
Pacific Northwest by enabling the Govemment to make optimum use of the

~ Federal Columbia River Power System, and that .the integration of the capa-

bility of the' Project with the generating resources of the Federal

Coltanbia River Power System as provided herein will enable the Adntinistrator-

to make availabic additional fim power and energy to meet the needs of his

customers; and

MERFAS the constmetion of the Project is a part of the Hydro 'Ihemal

Power Program for the Pacific Northwest and this agreement is one of a series
,

'

of agreements impicmenting such program; and

MEREAS the Administrator will pool electric power and energy acquired
~

hereunder with other electric power and energy available to the Administrator

from the Federal Coltunbia River Power System so that any costs or losses

associated with acquiring such ciectric power and energy will be borne by the -)'

Administrator's ratepayers through rate adjustments if necessay; and
3

;

i MERFAS the Administrator and the Participant are parties to agreements

which require payments by the Participant to the Administrator which may be'

j used to offset payments by the Administrator to the Participant hereunder

under a net billing procedure; and

: I h1EREAS Supply System and the Adninistrator propose to enter into the

Project Agreement simultaneously with this agreement which will provide among

other things for relationships between Supply System and the Administrator'

with respect to Project constmetion, operation, maintenance and budgets; and:

Wi!!EIAS the Administrator and Supply System propose to enter into

agreements with the other Participants containing tenus and conditions

1 substantially identical to those specified herein; and

4 Recitals

,
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(1) .Ihiring the period begituting on the date of execution of this

agreement and ending at 12 p.m. on June 30, 1996, such fraction shall be
i~ the Participant's Percentage specified in Exhibit A multiplied by 0.67530.

(2) 1 Airing the period beginning at 12 p.m. on June 30, 1996, and

continuing for the remainder of the tenn hereof, the Participant's

Sharc shall be the Participant's Percentage specified in Exhibit A,
.

provided, however, that the decimal fractions determined. in (1) or (2) above

shall (1) during any period in which a decimal fraction share is assigned to

the Participant pursuant to sections 7(b), 7(f), or 12 hereof or pursuant to

section 7(b) in the other Net Billing Agreements, be increased by the decimal*

.

. fraction share or shares so assigned, and (2) be decreased by any reductions

under section 12 hereof or under an assignment by the Participant under section

7(b) hereof during any period in which such reductions or. assignments are in

ef fect.
'

(n) " Project" means the nuclear generating plant and related property
(

as described in Exhibit B. Exhibit B may be revised from time to time by mutual'

agreement of Supply System and the Administrator, after consultation with the*

I-

Participant, but in any event shall confonn to the description of the Project'

.

1

in the Bond Resolution which authorizes the issuance of Bonds in an amount

"I sufficient to pay the costs of acquiring and constructing the Project.
l .

; (o) " Project Agreement" means the agreement for the financing, constmetion,
i
| ownership and operation of the Project, as the same may.be amended, executed

j by Supply System and the Administrator (Contract No. 14 03-39211).
i

(p) " Project Capability" means the actual elect rical generat ing capa-'

bility, if any, of the Project at any particular time (including times when

the Project is not operabic or operating or the operation thercor is suspended,.i

b
.

l

9 Sec. 1
.
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and amortizations, resulting from the ownership, operation (including cost

i of fuel) and maintenance of the Project and repairs, renewals, replacements,

-and additions to the Project, including but not. limited to,.the amounts which -

; Supply System is required under the Bond Resolution to pay in each Contract

Year into the various funds provided for. in t.ic Bond Resolution for debt

service and all other purposes and shall include the source of funds proposed
,

to be used; provided, however, that the Annual Budget for any portion of a

Contract Year prior to the Date of Conenercial Operation or September 1,

1980, whichever occurs first, shall include only such amounts as may be agreed

upon by Supply System and the Administrator.

All taxes imposed and required by law to be paid, and which are due

and payable in a Contract Year, shall be included in the Annual Budget for

that Contract Year as a Project Cost. To the extent Supply System is per-
,

mitted by law to negotiate for payments in lieu of taxes or other negotiated
,

payments to state or local taxing entitics, the Annual Budget shall also )
include the amounts of such negotiated payments; provided, however, that

} Supply System shall not agree to such a negotlated payment if in any Contract:

Year,the sum of such negotiated payments to such taxing entitics and taxes.

imposed by law by such taxing entitics would exceed the total amount of ad

| valorem taxes that Supply System would have paid in that year to such taxing

! ! entitics if the Project or portion thereof, within the boundaries of each
'

I such taxing entity, were subject to ad valorem taxes and its valuation for

tax purposes were added to the valuation of the property subject to ad

valorem taxes by such taxing entity, but with its millage rate reduced

so that the amount of ad valorem taxes raised would be unchanged,

f ie sx. 1
,

Ya

I
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Practice, the parties and any Project Consultant shall take into accomit (1) the

|
fact that Supply System is a mwiicipal cogoration and operating agency under

i c

the laws of the State of Washington with the statutory duties and responsibilitie
I'

j thereof and (2) the objective to integrate the entire Project Capability with the

| generating resources of the Federal Columbia lliver Power System to achieve opt imu

1 utilization of the resources of that system taken as a whole, and to acl.ieve
, -

;

I
! cfficient and economical operation of that system. Any practice, method or
i

] act which pursuant to the Project Agreement is detemined to be Prudent Utility
:

! Practice shall he deemed to bc Pmdent litility Practice hereunder.

2. Exhibits. Exhibits A through C are by this reference incomorated
.i

herein and made a part of this agreement. Supply System and the Participant

shall cach be the " Contractor" as that tem is used in Exhibit C.'

3. Tenn of Agreement. Viis agreement shall be effective upon execu-
,

tion and delivery and, except as provided in section 10(c) and except as to

{ f accrued obligations and liabilitics, shall teminate on the date the Project
"

Agreement terminates.

4. Financing, Design, Construction, Operation and Maintenance of the*

.

| Project. Supply System, in good faith and in accordance with the Project
:
! Agreement and Pmdent Utility Practice, shall use its best efforts to
1

| arrange for financing, design, construction, operation and maintenance of
f -

t the Project.

5. Sale, Purchase and Assignment of Participant's Share.

(a) Sale of Participant 's Share. Supply System hereby sells, and the

Participant hereby purchases, the Participant's Share. Etc purchase price

to be paid for each Contract Year by the Participant to Supply System for

the Participant's Share shall be the amount specified in the Billing Statement.
,

( l
11 Sec. 2, 3, 1, 5,

.
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(f)' "Date of Commercial Operation" means the date fixed pursuant to

section 1(f) of the Project Agreement.

(g). " Generating Facilities" means the llanford Project powerhouse with )

F two turbine generator units with a combined nam, plate rating of 860 megawatts,
i

related auxiliary equipment, transfomation and transmission facilities.
,

I

j (h) "llanford Exchange Agreements" means' the Exchange Agreements
i
! (Contracts No. 14-03-35345 through 14-03-35363 and 14-03-35569 through 1/-03-

; 35625, inclusively) executed by 76 utility participants, Supply System and

the Administrator providing for the purchase of Project Output from the llanford

Project by the Participants and the ' exchange of such Project Output with the
f

Administrator for fim power and energy.,

(i) "llanford Project" means the works, plant and facilities constructed

by Supply System for the generation and transmission of electric power and

energy in conjunction with the Atomic Energy Commission's New Production

Reactor pursuant to Supply System's Resolution No.178.

(j) " Net Billing Agreements" means this agreement and all other agreements

for the Project similar to this agreement entered into by Supply System, the

Administrator, and each of the Participants (Contracts No. 14-03-39217 through

14-03-39320, inclusive).
.

(k) " Participants" means those entities which are specified in E.shibit.

A or which become assignees of all or part of a Participant's Share pursuant.

to sections 7(b) or 16.

(1) " Participant's Percentage" means the decimal fraction for the Par-

ticipant specified in Exhibit A adjusted prorata for increases or decreases.

in the Participant's Share under the proviso in subsection (m) below.
,

(m) " Participant's Share" means the decimal fraction share of Project

< Capability purchased by the Participant hereunder determined as follows:

8 Sec. 1

i
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Whencycr during a Contract. Year the Participant's Percentage c!mnges
.c

- from that used in preparing the Billing Statement for that Contract. Year, an

amended Billing Statement shall be prepared for the remainder of that Contract

Year reficcting such change and shall be subrcitted to the Participant and the

Administrator. ,

(b) The Participant shall pay to Supply System each Contract Year the

amount specified in the Billing Statement submitted under subsection (a)

above. Such payments shall be made as 'specified below.
.

'lhe Participant shall pay to Supply System each month in a Contract

Year the amount by which the net billing credits and cash payments thereto-*

fore received from the Administrator by the Participant for that Contract

Year under section 7 exceed the sun of the Participant's previous payments

to Supply System for that Contract Year until the amount of the Billing

]
Statement has been paid; provided, however, that in any event the Participant

shall pay by the end of the last month in that Contract Year the amount by

|
which the amount in the Billing Statement exceeds the total of the monthly

-
o

amounts previously paid to Supply System by the Participant in such Contract
.

Year.*

.

Each.such payment shall be made on or before the thirtieth day after
'

(1) the date on each of the Ad;ninistrator's bills to the Participant which

reficcts a credit to the Participant for such Contract Year pursuant to

section 7(a) or (2) the date that payment is roccived from the Administrator

pursuant to section 7(c). Amounts due and not paid by the Participant on
,

I or before the close of business of such thirtieth day shall bear an addi-

tional charge of two percent of the unpaid amount. 'Ihereafter, a further
,

.

13 sec. 6'

i !
I
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.
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int:rrupted, ' interfered with, reduced or curtailed, in each case in whole or

j- in part), icss. Project station use and losses.

(q) " Project Consultant" nicars an individual or finn, of national repu- )'

tation having demonstrated expertise in the field of the matter or item referred.

to i't, appointed among other things, for the resolution of a difference regarding

a matter or item referred by Supply System. \ different Project Consultant may

be appointed for each matter or item referred.

(r) " Project Exchange Agreements" means the agreements entered into by

Supply System, the Administrator and each of Ihe Montana Power Company,

Pacific Power 61.ight Company, Portland General Electric Company, Puget Sound

Power 6 Light Company, and The Nashington Water Power Company (Contracts No.'

'

14-03-39212 through No. 14-03-39216, inclusive) .

(s) "Pmdent Utility Practice" at a particular time means any of the

practices, methods. and acts, which, in the exercise of reasonable judgment

in light of the facts (including but not limited to the practices, methods
,

,

and acts engaged in or approved by a significant portion of the electrical:

utility industry prior thereto) known at the time the decision was made, would

have been expected to accomplish the desired result at the lowest reasonable

cost consistent with reliability, safety and expedition. Prudent Utility-

,

Practice shall apply not only to functional parts of the Project but also to

| appropriate structures, landscaping, painting, signs, lighting, other facilities
'

and public relations programs _ reasonably designed to promote public enjoyment,
,

understanding and acceptance of the Project. Prudent Utility Practice is

not intended to bc limited to the optimum practice, method or act, to the
'

exclusion of all others, but rather to be a spectrun of possible practices,

methods or acts. In evaluating whether any matter confoms to Prudent Utility
.

k

10 Sec. 1r
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in the full amount of the Administrator'r. billings in that month under

the Participant's Bonneville Contracts. A billing credit computed in

( the same canner shali be allowed in cach of the succeeding months
,

(except the last) in that Contract Year until the full amount owed by*

x
:f

the Administrator for that Contract Year has been offset against the
,

Administrator's billings to the Participant.

(2) For Contract Years in which there are two or more agreements'

*! requiring the Administrator to make payments to the Participant: In
,

the month preceding each such Contract Year and in cach of the succeeding

months (except the last) in that Contract Year the Participant's billing

} credits under this agreement shall be offset in the manner specified in

! (1) above against the payments due from the Administrator under all
4

agreements of the Participant requiring the Administrator to make pay-
,

i ments to the Participant, in the proportion that the amount specified
. .l -

in the Billing Statement bears to the sm of the amounts to be paid by(j
i the Administrator under all such agrements for that Contract Year.

The total offsets allowed to the Participant hereunder for a Contract Year

|. | shall not exceed the sum of (1) the amount specified in the Billing Statement

I for that year and (2) any amount paid by the Participant for a prior Contract?

g{ Year which remains unpaid by the Administrator to the Participant under this
'

' agreement.
i

L " Participant's Bonneville Contracts" as used in this section means all
,
- i

I contracts or agreements between the Participant and the Administrator which
I
i require payments by the Participant to the Administrator for sale and

exchange of electric power and energy, operation and maintenance of facilitics,

use of transmission facilitics, and emergency and standby power. '

i( ' 15 Sec. 7
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'the Participant shall make the payments to be made to Supply System under

. sections 5, 6, and 10, whether or not the Project is completed, operabic

.or operating and notwithstanding the suspension, intermption, interference,

reduction or curtailment of the Project output, and such payments shall not
,

be subject to any reduction whether by offset or othetwise, and shall not he

). conditioned upon the perfonnance or nonperfonnance by Supply System or the

Administrator or any other Participant under this or any other agreement or

instnanent.

(b) Assignment of Participant's Share to the Administrator. 1he Par-
.. .

ticipant herchy assigns, and the Administrator hereby accepts the assignment

of, the Participant's Share. In consideration of such assignment, the
4

-|
Administrator shall provide to the Participant the payments, offsets and

.

credits specified in section 7 and sect. ion 10 in the manner provided therein,

whether or not the Project is completed, operabic or operating and notwith-

standing the suspension, interniption, interference, reduction or curtail- ')
ment of the Pro,cct output. Such payments, offsets or credits to be made

| by the Administrator under this agreement shall not be reduced by offset

or otherwise, except as specifically provided in section 7, and shall not

be conditioned upon the perfonnance or nonperfonnance by Supply System, the

Participant or any Participant under this or any other agreement or instrunent.
.

6. Payment by the Participant. '

(a) Not less than 45 days prior to cach Contract Year, or whenever the'

;

Annual Budget for such Contract Year is amended, Supply System shall preparc

and deliver to the Participant and the Administrator a Billing Statement

showing the amount to be paid by the Participant for such Contract Year.'

- ,

! 12 Sec. 6 i>

,
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net b: lances that cannot be net billed shn11 he paid in cash to the Partic-'

ipant by the Administrator, subject to the availability of appropriations

( for such pumoses.
,

(d) 'Ihc Administrator and the Participant shall not enter into any*

agreements providing for payments to the Participant which the Administrator

estimates will cause the aggregate of his billings to the Participant to be

less than 115 percent of the Administrator's not billing obligations to th'e
l'

Participant under all agreements providing for not billing.

(c) If all or a portion of the Participant's Share is assigned under .

this section 7, the Participant shall nevertheless remain liabic to Supply.

System to pay the purchase price for the Participant's Share in accordance'

with section 5(a) as if such assignment had not been made, and such liability
'

of the Participant shall be discharged only to the extent that the assiguce-

of the portion of the Participant's Sharc so assigned shall pay to Supply

System the purchase price for the portion of the Participant's Share so
,

( assigned in accordance with the provisions of this agreement. Supply System

may comence such suits, actions or proceedings, at law or in equity, including

suits for specific performance, as may be necessary or appropriate to enforce*
*

the obligations of the Participant with respect to such liability. |
'

i

4

gj (f) If assignments pursuant to section 7(b) of the other Net Billing :

Agreements cannot be made in amounts sufficient to balance dollar obligations'
-

i

of the Administrator and any other Participant, the Participant shall accept
g

.' on a pro rata basis with other Participants assignment of a portion of such'

\ other Participant's Sharc, to the extent required to climinate such insufficicney

provided, howcycr, that the sta of such assignments to the Participant under
i ,

. ,

t 'e

17 Sec. 7
i

I

|
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charge cf cne half percent of the initial amoinit remaining unpaid shall be cdded
' .* . .

on the last day of each succeeding 3h day period until the amount due is paid
;

i in full . itemittances received by mail will be accepted without assessment J
of the delayed payment charges referred to above provided the postmark

.. , ,.,

indicates the payment was mailed on or before the thirtieth day after the.,

date of tM bill. If the thirtieth day after the date of the bill is a
*

*
Sunday or other nonbusiness day of the Participant, the next following

,

business day shall be the last day on which payment may be mailed without

addition of the delayed payment charge.

(c) In the event that Supply System bears any cost under section 10(c)
,

j of the Project Agreement the Participant will pay to Supply System an

amount equal to the amount of such co.it nultiptled by the Participant's
,

Percentage, in addition to the pa>v.cnts specified in section 6(b) hereof.

Payments toder this section 6(c) shall be made within 30 days from the date

of mailing of the statement stating the amount of the payments.
)'

! 7. Payment by the Administrator.
|

(a) l'or each Contract Year, the Administrator shall pay to the Par-

ticipant an amount equal to that set forth in the 111111ng Statement for

I that Contract Year. 1hc Administrator's payments shall be effected by'

'
means of credits against the Administrator's monthly billings to the Par-

4

ticipant under the Participant's Bonneville Contracts, as follows:| -

} (1) For Contract Years in which this_is the only agrececnt_

l requiring the Administrator to make pannents to the Participant: In
,

f the month preceding each such Contract Year the Administrator shall

allow a billing credit in the fonn of an offset to the Participant'
,

!
>
t

i
14 Sec. 7 )

;
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.
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# E by Supply System for the Participant's account at the point of delivery,

: specified in'section 11, for either the expected period of such inability
.

i or the remainder of the tem hereof, whichever is specified by the Participant:j
t i

i when it elects to have such energy delivered to it. 'lhe amount of such

delivery shall be limited to the amount of the Participant's Share for which
~

..
,

:. payment cannot be made, at the time the Participant elects to have such

-t delivery made' to it, by not billing with the Participant or assignees or by
I

direct payment by the Administrator hereunder. The Part icipant's obliga-
-

tions to assign its Participant's Share to the Achtinistrator and the Admin-:

istrator's obligations to acquire such share and make payments to the Par-..

ticipant under this agreement shall then be appropriately modified. 'Ihe
'
,

i Administrator's prior obligations to the Participant not previously liquidated
s'

pursuant to the tems of section 7 shall be preserved tatil satisfied.
,

I
*

(b) If the. Participant elects to withdraw all or a portion of Its Par-
:

I ticipant's Share as provided in this section, the Administrator will transmit

( ; such share to any' point (s) of delivery on the Federal Columbia River Po,ser
| System designated by the Participant' where the Administrator detemines'

]t such share can be made availabic, will supply station service and losses

1 related to such share during shutdom of the Project, and will provide

i forced-outage reserves for such share, under the same terms and conditions
,

,

as provided in contracts for similar service then being offered to other

utilitics in the Pacific Northwest owning interests in large thermal projects.
1

9 (c) Upon withdrawal of any portion of the Participant's Share under

:j this section, the Participant shall schedule such portion in the same manner

. as provided for the Administrator in section 8, and the Administrator's
j
j rights-under section 8 shall be correspondingly reduced.

L

.

(' i 19 Sec. 9
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(b) If for any Contract . Year, the Administrator detennines that the
I i'' dollar obligations due the Administrator fron the Participant, referred to

.

!

i in subsection (a) above, are or are expected to be insufficient to offset

the Administrator's dollar obligations to stwh Participant under subsection'

:

(a) 'above, and, in the opinion of the Administrator and the Participant, ,are

expected to remain insufficient for a significant period, the Administrator

shall use his best efforts to arrange for assignment of all or a portion of

the Participant's Share and the associated benefits and obligations (subject
,

:

', to the prior assignment of the Participant's Share to the Administrator

hereunder) to another customer or customers of the Administrator for all or-

a portion ~ of the remaining tena of this agreement to the extent required

to climinate the insufficiency, and the Participant shall make the assign-

ment so arranged. The other Participants shall have first right to accept
; such assignment, pro rata among those exercising such right, before an J

assignment is made to a customer who is not one of the Participants. If

g. the Administrator is unable to arrange for such assignment, the Participant

shall make such assignment to other Participants pro rata pursuant to,

! the counterparts of subsection (f) of this section in the other Net-Billing

i Agreements.

| (c) If .(1) assignments under subsection (b) above cannot be made in amounts
:

| sufficient to bring into balance the respective dollar obligations of the

Administrator and (2) an accumulated balance in favor of the Participant

! from a previous Contract Year is expected by the Administrator to be carried

for an additional Contract Year, such balance and any subsequent monthly

i

j. 16 Sec. 7 ;
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simll be prepared by Supply System at the earliest seasonable time. Such costs

. of salvage, discontinuanca, deco.ntnissioning, and disposition or sale shall

i .
include, but shall not be limited to, all of Supply System's accmed costs and'

liabilities resulting' from Supply System's ownership, construction, operation

.(including cost of fuel) and maintenance of and renewals and replacements to

the Project, all other Supply System costs resulting from its ownership of

the Project and the. salvage, discontinuance, decommissioning, and disposition

or sale thereof, and all amounts which Supply System. is required tenier the

liond itesolution to pay in each year into the various funds provided in the
t

Bond Resolution for debt service and all other purposes until the date that

! all of the lionds have been paid or funds set aside for the payment or- retire-

! ment thereof'in accordance with the Bond Resolution.

.l 'Ihe monthly. accounting statements shall credit against such costs all
'

i
t

- ~ amounts received by Supply System from the disposition of Project assets,
. ,

.I including but not limited to amounts payabic under the Project Exchange

Agreements. 'lhe final accotmting statement shall credit the fair market value

'of any assets related to the Project then retained by Supply System. If the

~

monthly or final accotmting statements show that such costs exceed such
.

' l. credits, the l'articipant shall pay Supply System at times reasonably agreed-

o
..

1 upon the sum detennined by multiplying the amounts show to be due in the
,

t;
'

i monthly and final accounting statements by the decimal fraction then used

i in expressing the Participant's Percentage. In any case such payments shall

I be made at times and in amounts sufficient to cover on a current basis the
'

Participant's Percentage of the amount which Supply System is required under

3 the Bond Resolution to pay in each year into the various funds provided in&
.

.

i

i- ( l 21 Sec. 10
t
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' ' Lthis subsection shall not without the consent of the Participant exceed an.. . .

accianulated nnximum of 25 percent of the Participant's Share specified in

section 1(m)(2), nor shal' any such assignment under this subsection cause
}

the estinnte. of the payments to-be made by the Participant to Supply System
vi

under this agreement to exceed the estihate cf the Administrator's billings

to the' Participant for each Contract Year during the period of such assign-

ment, both such estimates to be made by the A.lministrator. -

,

(g) The estimates by the Administrator under this agreement of billing

credits and of payments to be made by the Participant and the Administrator

giving rise to such_ billing credits shall be conclusive.

8. Scheduling. Prior to 4 p.m. on cach work day beginning on the day

preceding the Date of Commercial Operation (vork day neaning a day which the

Administrator' and Supply System observe as a regular work day) the Admin-

istrator shall notify Supply System of the amounts of energy from the Par-

ticipant's Share he wil.1 require for each hour of the following day or days;

provided, however, that the Administrator may during any hour request deliver) )

of other amounts of such energy. Supply System's dispatcher, within the capabil-

ity of the Participant's Share and in accordance with Pmdent Utility Practice,

shall schedule for delivery to the Administrator at the point of delivery

1 specified in section 11 for each hour in the tenn hereof the amounts of energy
;

so requested by the Administrator.
; ,

9. Participant's Right to Use Project Capability.

(a) If the Administrator is unable to satisfy his obligation to the

Participant by not billing, assignment or cash payment under section 7, and
,

'

detennines, in consultation with _the Participant, that -this inability will

continue for a significant period, the Participant may direct that all or
'

| a portion of the energy associated with the Participant's Share be delivered-

;'

I
18 Sec. 8, 9
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[ approximately 60 hertz. Amounts so delivered at such point during each

I( month shall be detennined frota measurenents made by the Government's meters,

adjusted for losses as agreed upon by the parties hereto, installed to record*

'1
E such deliveries at.the place and in the circuits hereinafter specified:
:
'

PROJIiCf ICIN'f 0F DELIVERY: (
.

I.ocat ion: the point in the Vantage substation where the 500 kv
facifities of the Government and the Project are connected;

'j Voltage _: 500 kv;

i Metering: in the 500 kv circuits at the Project over which such
' electric power and energy will flow;
k

| Adjustmeg: for losses between the point of metering and point of
deli ve ry..

12. Obligations in the Event of liefault. ' Die Participant's Share'

purchased by the Participant from Supply System and assigned by the Partic-

: ipant to the Administrator tmder this agreement shall be automatically in-

j creased for the remaining tem of this agreenent pro rata with that of other

nondefaulting Participants if, and to the extent that, one or more of the+

! Participants is unabic, or fails or refuses for any reason, to perfom its

} obligations under its Net Dilling Agreement, and the Participant's Share

f of the defaulting Participant shall be reduced correspondingly; provided.,

| however, that the stra of such increases for the Participant pursuant to
i

this subsection shall not, without consent of the Participant, exceed an'

i accumulated maximum of 25 percent of the Participant's Share specified in
";.

section 1(m)(2), nor shall any such increase under this subsection cause the!

estimate of the payments to be made by the Participant to Supply System
I

under this agreement to exceed the estimate of the Ad.ainistrator's billings;

to the Participant during the period of such increase, which estimates shall<

.

,

be made by the Administrator and shall be conclusive.
1

(- 1
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Whenever the Participant schedules any portion of its Perticipant's

Share, the Participant anu the- Adninistrator shall (1) schedule at least )
their respective proportionate shares of the minimten capability of the Proj-,

1
ect as detennined by Supply Systen uiless all Participants with similar'

obligations to schedule and the Administrator agree to a shutdown of the,

*

Project; p_rovided, however, that the Administrator may, at his election,

require shutdown of the Project if he supplies through exchange arrangements

the power and energy the Participant otherwise would schedule from the

Project during such period of shutdom,.and (2) supply to the Supply System

,
. all, necessary forecasts of their generation requirements from the Project

for ensuing periods as necessary to enable Supply System to prepare

the fuel management plan pursuant to section 8 of the Project Agreement.
,

10. Tennination Settlements.

(a) If the Project is ended pursuant to section 15 of the Project
IAgreement, Supply System shall give notice of tenaination of this agreement

effective upon the date of tennination of the Project Agreement. Supply

i System shall tenninate all activities related to construction and operation

. of the Project, and shall undertake the salvage, discontinuance, decommis-
,

sioning, and disposition or sale of the Project, as provided in the Project

j Agreement. After such tennination,. Supply System shall provide monthly accounting.

[ statements to the Adninistrator and the Participant of all costs associated
.

I therewith. Such monthly accounting statements shall continue until all,

I

( Bonds have been paid or funds set aside for the payment or retirement

' thereof in accordance with the Bond Resolution or tne final disposition of

3
. the Project, whichever is later, at which time a final accounting statement

'.

20 Sec. 10
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- not be subject to tennination by any party under any circtmstances, whether

based upon the default' of any other party wider this agreement, or any otheri

instrunent, or othentise, except as specifically provided in this agreement.
.

.(b) This agreement shall not be amended, modified, or othenvise changcd

by agreement.of the parties in any manner that will impair or adversely

affect the security afforded by the provisions of this agreenent for the pny-

ment of the principal, interest, and premium, if any, on the Bonds as they

respectively become payabic so long as any of the Bonds are outstanding and

unpaid or ftmds are not set aside for the payment or retirement thereof in

accordance with'the Bond Resolution.'

(c) If any Net Billing Agreement is amended or replaced so that it

contains tenns and conditions different from those contained in this agree-

i
; ment, the Achninistrator shall notify the Participant and upon timely request
.

by the Participant shall amend this agreement to include similar terms and
,

i
conditions.,

'

15. llanford Exchange Agreement.
,

1 -

! (a) If the Participant is a party to a llanford Exchange Agreement, the

f parties hereto agree (i) to the use and employment of the Generating Facilities
' by Supply System for the purposes and in the manner prescribed in the Bond
i

|
Resolution, (ii) that the electric power and energy to be produced'by the

t
; Project, including the electric power and energy to be produced by the Generating
:
i Facilities, shall be disposed of to the parties, in the quantities, for the

- 3

periods and under the tenns and conditions prescribed in the Net Billing

| Agreements and the Project Exchange Agreements, and (iii) that the execution
I and delivery of this agreement does not affect, limit , modi fy, alter, release,

or discharge their respective rights and obligations under such Hanford

(

25 Sec. 15,
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-the Ilond Resolution for debt service and all other puiposes. If the final

accounting statement- shows that such credits exceed such costs, Supply Syster }

shall pay at times reasonably agreed upon an renount detemined by multiplying
.

such excess by the Participant's Percentage, such amounts to be divided

between the Administrator and the Participant as their interests may appear-

Such excess credits shall hear interest from the date of such final accotihting

statement to the date of payment, at the average of the annual interest rates

for each month during such time for three-to-five year issues', United States

,

Government securities (taxable), Money Market Rates, as published by the Board

of Governors of the Federal: Reserve System in the " Federal Reserve Bulletin" or
.. ,

equivalent publication or the maximun rate lawfully payabic by Supply System,

whichever is less.

(b) To the extent of the Participant's Share then assigned to the

Administrator, the Administrator shall pay the Participant the amounts, if

any, paid by the Partici;iant to the Supply System pursuant to this section. )

Such amounts shall be paid in the manner specified in section 7 and at such

times as the parties agree upon.'

-(c) The provisions of this section 10 and the provisions of sections

5(a) and 5(b) describing the circumstances under which paments are to be

made in this section 10 and the provisions of section 13 shall remain in.

effect notwithstanding temination of this agreement pursuant to section 3.
$

.. 11. Provisions Relating to Delivery. Deliveries of electric power
| -j

.

and energy to the Administrator shall be made at the point of delivery and
i

at the approximate voltage described below. Such electric power and energy

shall bc.in the fom of three phase current, alternating at a frequency of

!

22 Ste. 11 )
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18. Participants' Review Board.

(a) Composition; election. Not more th:ul 30 day.s after the execution
,

,(-
. of this agreenent, and thereafter not less than 60 days prior to the comence-

ment of cach Contract Year and at such other times prior to June 30, 1980,-
-

,

as- tjie Participants Review Board may detemina, the Participants shall elect

a Participant's Review Board consisting of nine meubers. Supply System shall

give each Participant not less than 15 days' uritten notice stating the time
.-

and place at which a meeting of representatives of the Participants shall be

held for the purpose of holding such election. Each Participant shall designate
.

the person and an alternate (to serve in the absence or disability of such'

.

pctson), to cast its vote (s) for Board members by wri t ten notice filed wi th

Supply System. 'lhe vote cast in behalf of each Participant shall be proportional

to its Participant's Share. Any vacancy on the l'oard shall be filled by vote
<

of the remaining Peard nenbers pending the next Board election.

; (b) Board meetines; voting; and mles. Meetings of the Participants'
(

;- Review Board shall be held at least qtnrterly during the construction of the

] Project and at 1 cast semi-annually thercafter. Timely written notice of
;

the time and place of such meeting shall be given to the parties. Each,
,

,

member of the. Board shall be entitled to one vote, to be cast in person and
.9

! not by proxy. A majority of the Board shall constitute a quorum, and the

' majority of tho!,e present shall be necessary and sufficient for the adoption

of any motion er resolution except as othemise provided in subsection (c)-

below. All meetings of the Board shall be open to attendance by any person

authori:cd by any of the Participants. Except as herein provided, the calling
o

I and holding of meetings of the Board, and all of its other proceedings, shall
;

; be governed by rules adopted from time to time by two-thirds of the entire
,

.s,,

k
*

( .s
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If the Participant shall fail or refuse to pay any amounts due to Supply

- System hereunder, the fact that the other Participants have assumed the . )

', obligation to make such payments shall not relieve the Participant of its

liability for sucn payments, and the Participants assuming such obligation,

either individually or as a member of a group, shall have a right of
.

recovery from the Participant. Supply System or any Participant as their

interests may appear, iointly or severally, may commence such suits, actions

or proceedings, at law or in equity, including suits for specific perform-

ance, as may be necessary or appropriate to enforce the obligations of this'

agreement against the Participant under this subsection.

13. Sources- of Participant's Pavments. W e Participant shall not be

required to make the payments to Supply System under this agreement except

from the revenues derived by the Participant from the ownership and opera-

tion of its electric utility properties and from payments by the Adminis- )
trator under this agreement.

The Participant covenants and agrees that it will establish, maintain
.

and collect rates or charges for power and energy and other services, facil-

ities and commodities sold, fumished or supplied by it through any of its

electric utility properties which shall be adequate to provide revenues

sufficient to enabic the Participant to make the payments to be made by it'

to Supply System under this agreement and to pay all other charges and obli-

gations payabic from or constituting a charge and lien upon such revenues.

14. Modification and Uniformity of Agreement.

(a) His agreement shall not be binding upon any of the parties hereto

if it is not binding upon all of the parties hereto, but this agreement shall

i

24 Sec. 13, 14
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(f) If Supply System modifies or rejects a writ ten reconvendat ion of

the Participants' Review P.oard concerning a matter submitted for review under(-. ,

subsections (c) or (d) above, the Participants' Review Board may refer the
i

*

.,.

matter to the Project Consultant in the manner described in Section 10 of
,

|.the Project Agreement for his written decision and his decision shall bc
.

binding upon the parties. Pending'$ny decision by the Project Consultant ->

,

under this subsection, Supply System shall proceed in accordance with the;

Project Agreement. ' Nothing in this subsection shall affect the procedure

for the settlement of any dispute between the Administrator and the Supply'

System under this agreement or the Project Agreement.
.

(g) Except as specifically prcvided in section 10(c) of the Project
..

-Agreement, Supply System shall not proceed with any item as proposed by it.

i
and not concurred in by the Administrator without approval of the Participants'

3

j Review Board,

b (h) Supply System shall,not, without the consent of the Administrator
f

and the Participants' Review Board, cause the insurance on the-Project to

! be extended to any additional units or generating projects or to lapse to

permit the extension of such coverage.
,

.. . f 19. Applicability of Other Instr ments. It is recognized by the parties

hereto that Supply System in the ownership, construction and operation of.

1

the Project must comply with the requirements of the Bond Resolution and
'

.

all licenses, pemits, and regulatory approvals necessary for such ownership,

construction and operation, and it is, therefore, agreed that this agreement
;

is made, and referrals to the Project Consultant hereunder shall be, subject.

to the terms and provisions 'of the Bond Resolution and all such licenses, pennits,
|
,

and regulatory approvals."'
.

I
29 Sec. 19
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Exchange Agreements, or reduce the Participant's obligations to make

. payments thereunder in the event that sufficient noneys to make such

payments are not otherwise available in accorJance with the Net Billing

Agreements and the Project Exchange' Agreements.

(b) Supply System shall transfer to the appropriate funds and
.

accounts under Supply System Resolution No. 178 from the revenues received

from the sale of Project Capability amounts sufficient so that no payments

by the Participants under the Hanford Exchange Agreements are due under

section 5(c) of such Agreements.

16. Assignment of Agreement. 'Ihis agreement shall inure to the bene-

fit of and shall be binding upon the respective successors and assigns of

the parties to this agreement; provided, however, that except as provided

in sections 7, 9 and 12 hereof, neigher this agreement nor any interest
,

therein shall be transferred or assigned by any one of the parties hereto }
except with the mutual consent in writing of the other two parties hereto,

to any other entity except the Unite'd States or an agency thereof. Such

consent will not be unreasonably withheld. No assignment or transfer of this
,

agreement shall relieve the parties of any obligation hereunder.

17. Approval by Rural Electrification Administrator. If the Partic-

ipant is a party to an agreement or other instrument pursuant to which

approval of this agreement by the Administrator of the Rural Electrification
'

Administration is required as listed in Exhibit A, this agreement shall not
t

be binding upon any of the parties until it shall have been approved by him'

i
j- or his delegate.

:
1
!
.

'

1
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EXilIRIT A
(l@33 LT1)

TABI.E OF PARTICIPANTS AND PARTICIPANT'S PERCENTAGE
1'

Participant Reference

C i t y o f Alb i on , I daho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Albion
Ci ty o f Bandon , 0 recon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Bandon

- Public Utility District No.1 of Benton County, Washington. . . . . . . Benton PUD

t * Benton Rural Electric Association. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Benton REA
! * Big Bend Electric Cooperative , Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Big Bend
:

+*Blachly-Lane County Cooperative Electric Association............. Blachly-Lane-

f The City of Blaine, Wachington................................... Blaine
The City of Bonners - Ferry , Washington. . . . . . . . . . . . . . . . . . . . . . . . . . . . Bonners Ferry-

City of Burley,_ Idaho............................................ Burley
The City of Canby, 0regon........................................ Canby

C i t y o f Ca s cade Locks , 0 regon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Cascade Locks
* Cent ral Electri c Cooperative , Inc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Central Elec.-

Th e C i ty o f Cent ra l i a , Was h i n gt on . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Centralia
'lhe Central Lincoln Peoples ' Utility Dis trict. . . . . . . . . . . . . . . . . . . . Central Linc.
Public Utility District No.1 of Chelan County, Washington. . . . . . . Chelan

The Ci ty o f Cheney , Wash i ngton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Cheney.

Public Utility District No. I of Clallam County, Washington. . . . . . Clallam
Public Utility District No.1 of Clark County, Washington. . . . . . . . Clark
Clatskanie Peopics' Utility District............................. Clatskanie

( * Clea nea te r Powe r Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Cleaneater

*Coltabia B1 sin Electric Cooperative , Inc. . . . . . . . . . . . . . . . . . . . . . . . . Coltrbia Basin
*Coltabia Power Cooperative Association , Inc. . . . . . . . . . . . . . . . . . . . . . Columbia Power
* Columbia Rural Electric Association, Inc......................... Columbia Rural

i Consolidated Irrigation District No. 19. . . . . . . . . . . . . . . . . . . . . . . . . . Cons. Irrig.
* Consume rs Powe r , I nc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Censumers

'

* Coos-Curry Electric Cooperative, Inc............................. Coos-Curry;

j Ci ty o f Coulee Dam , Washi n gton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Coulee Dam

i Public-Utility District No.1 of Cowlit: County, Washington...... Cowlit:
| .The Ci ty o f Dec l o , I d aho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Declo

Public Utility District No.1 of Douglas County, Washington. . .. .. Douglas PUD

* Douglas Electric Cooperati ve , Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Douglas Elec.,

The Ci ty o f D ra i n , 0 regon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Drain
Eas t End Mutual Elect ric Co . , Ltd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . East End

.

j The City of Ellensburg , Washington. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ellensburg
'Ihe City o f Eugene , 0regon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Eugene

..

* Fall River Rural Electric Cooperative, Inc....................... Fall River
1 Famers Elect ri c Co . , Ltd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Famers

*Public Utility District No. 1 of Ferry County, Washington. . . . . . . . Ferry
j * Flathead Electric Cooperative, Inc............................... Flathead

|
The City of Forest Grove, 0regon.................................. Forest Grove

(

.
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i- membership of the Board which rules may provide that the lloard shall have the
e

right to appoint persons of technical, legal, auditing or other special qual- )
ifications to committees to carry out reviews and investigations.

| (c) I!xcept in the event of an emergency requiring imediate action,*

- |
-g copics of all proposed Construction and Annual Budgets and fuel management,

I

i plans, including amendments thereto, and plans for refinancing the Project *

I shall be submitted by Supply System to the Participants' Review Board within

a reasonable time, prior to the time such proposed budgets and plans are to

|
be adopted by Supply' System. Such copics shall be submitted to the Participant

.

I upon its request.
!

j (d) lixcept in the event of an emergency requiring imediate action,

I.
all bids, bid evaluations and proposed contract awards for amounts in excess

.

of $500,000 shall be submitted to the Participants' Review Board at 1 cast
.

~

| seven days prior to award.
,

).

i (c) Supply System will consider the recommendations of the Participants'
,

Review Board, giving due regard to utilizing the Project consistent with
i

| Prudent Utility Practice and the Supply System's statutory duties. h'ritten

recommendation may be made to Supply System whenever such recommendation

is approved by the majority of the acmbers of the Participants' Review Board.

Such written recommendations shall be forwarded to Supply System within a-

trasonabic time along with supporting data, which time shall not exceed the
I
j comparabic time, if any, prescribed in the Project Agreement. Supply System

shall take action on such recommendations within a reasonable time for adoptica,

j modification or rejection. Supply System, upon taking action, shall notify

f the Participants' Review Board promptly of such action, and if it modifies
)

or rejects a recommendation, shall give the reason therefor.
,

i !

'
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E.U!!B1T A,

(hTPSS No.1)
Page 3

i Par +icipant (Cont.) Reference

Riverside Electric Company, Ltd.................................. Riverside
City of Rupert, Idaho............................................ Rupert
Rural Electric Company........................................... Rural
Salem E1cctric................................................... Salem-

* Salmon River Electric Cooperative, Inc........................... Salmon
.

City of Scattic , Wash ington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Seattle
Public Utility District No.1 of Skamania Countf, Washington. . . . . Skamania
Public Utility District No.1 of Snohomish County, Washington.. . . Snohomish
South Side Electric Lines, Inc................................... South Side
The City of Springfield , 0regon. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -Springfield

The Town of Sumas , Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Sumas.

* Surprise Valley Electrification Corporation...................... Surprise V.
Ci ty o f Tacoma , Wa sh i ng ton . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Tacoma

* Tanner E1cctric.................................................. Tanner
*Tillamook Peopics' Utility District.............................. Tillamock

*Umatilla Electric Cooperative Association........................ Umatilla
Unity Light and Power Company.................................... Unity
Vera Irri gation Dis trict No . 15. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .- Vera

* Vigilante Electric Cooperative, Inc.............................. Vigilante
Public Utility District No.1 of Wahkiakua County, Washington. . . . Wahkiakum

(
*Wasco Electric Cooperative, Inc.................................. Wasco
* Wells' Rural Electric Company..................................... Wells
* West Oregon Electric Cooperative, Inc............................ West Oregon
Public Utility District No.1 of thatcom County, Washington. . . . . . hhatcom.

...........______________________________
,

* Approval of Agreement by Rural E]cctrification Administration required.

Upon prior written notice to Supply System, the Administrator and all
of the other Participants, this Exhibit A may be amended from time to time
upon mutual agreement of two or more Participants so as to provide revised
. Participants' Percentages for such Participants so long as the aggregate of
the increases in Participants' Percentages is equal to the aggregate of the*

.

decreases in Participants' Percentages; provided, however, that the sum of,

any such decreases for any Participant pursuant to this paragraph shall not,
'

-exceed an acctnulated maximum of 25 percent of the Participant's Percentage
specified in this Exhibit on the date of execution of this agreement nor shall
any such increase under this paragraph cause the estimate of the payments to
be made by a Participant to Supply System under this agreement to exceed 86.95
percent of the estimate of the Administrator's billings to such Participant
during the period of such increase, which estimates shall be made by the Admin-:

' istrator and shall be conclusive; provided, further, that any such increase
or decrease shall not affect or impair the tax exempt status of the Bonds.

,

1he Administrator shall then prepare a revised Exhibit A which shall be'

,' substituted for this Exhibit A and become a part of this agreement.
( i

.
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IN WITN15S till;Rl:01, the partles' hereto have executed this agreement in

Iseveral counterpart s

INITED STATES OF #! ERICA
Department of the Inte ior

paa,6[ M __ _(SEAL) By /
Bonnenire levAer numuustrator,

.

WASilINGTON IUBLIC IUER SUPPLY SYSTDI

(SLAI.) By hs .\- b ^-
Title -

- tr r ,-

.

AN
.

kg, ,.s ,/b dgy ,

^ I M'I A NTitle
EXECUlivE . aa;;g

.

)

BINrQN RURAL ELECTRIC ASSOCIATION

1

I - |
9 .. .s .-,

'

(SEAL) By d d,4'' D/ c. v.'

'....f
-

,, s. .I'Title d'<* . " ..
';

' ATTEST:
-

-
.

By a'y/ / { f b/?'(;-':- }/f
i

6, ' . . .. t| .
*

, -

Title Se' c ' i ' ' ' 8 5 ,
!

i
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EX111 BIT A,

(hiPSS .\o.1)
Page 2'

I Participant (Cont.) Reference )
,

.

Public Utility District No.1 of Franklin County, Washington. . . . . Franklin''

I Public Utility District No. 2 of Grant County, Nashington. . . . . . . . Grant
Public Utility District No.1 of Grays liarbor County, Washington. Grays Harbori

* Harney Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Harney
Ci ty o f Heyb urn , I daho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Heyburn

Hood River Electric Cooperative of Hood River County, Oregon. . . .. Hood Rifer;

* Idahc County Light 6 Power Cooperative Association, Inc. . . . . . . . . . Idaho Co.'

Ci ty o f Idaho Falls , Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Idaho Falls
* Inland Powe r 6 Ligh t company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Inland
*Public Utility District No.1 of Kittitas County, Washington.. . . . Kittitas

t .*Public Utility District No.1 of Klickitat County, Washington. . . . Klickitat*

* Kootenai Electric Cooperative , Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Kootenai>

i ' * Lane County Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . Lane
Public Utility District No.1 of Lewis County, Washington. . . . . . . . Lewis

.

* Lincoln Electric Cooperative , Inc. (Montana) . . . . . . . . . . . . . . . . . . . . . Lincoln (M)'

* Lincoln Electric Cooperative , Inc. (Washington) . . . . . . . . . . . . . . . . . . Lincoln (W)
* Lost River El ectric Cooperative , Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . Lost River'

* Lower Valley Powe r 6 Light , Inc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Lower Valley'
,

: *Public Utility District No.1 of Mason County, Washington. . . . . . . . Mason 1
Public Utility District No. 3 of Mason County, Washington........ Mason 3

.

)-

Town o f McCleary , Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . McCleary
Ci ty of McMinnville , 0regon. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . McMinnville

*Midstate Electric Cooperative, Inc............................... Midstate
1 City of Milton-Freewater, 0regon................................. Milton-F.
| Ci ty o f Mini doka , I daho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Minidoka
1

|
*Missoula Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Missoula
Ci ty o f Monmou th , 0re gon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Monmouth

| *Nespelem Valley Electric Cooperative, Inc........................ Nespelem
* No rth e m L i gh t s , I nc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Northern Lts.i

. Northern Wasco County People's Utility Dis trict. . . . . . . . . . . . . . . . . . Northern Wasco
;

i *0kanogan County Electric Cooperative, Inc........................ Okanogan Elec.

j Public Utility District No.1 of Okanogan County, Washington..... Okanogan PUD
*0rcas Powe r and Light, Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Orcas
Public Utility District No. 2 of Pacific County, Washington. . . . . . Pacific
Public Utility District No.1 of Pend Orcille County, Washington. Pend Oreille

.

| City of Port Angeles , Washington. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Port Angeles
* Prairie Power Cooperative, Inc................................... Prairie-

* Raft River Rural Electric Cooperative, Inc....................... Raft Riveri

*Ravalli County Electric Cooperative , Inc. . . . . . . . . . . . . . . . . . . . . . . . . Ravalli8-

City of Richland, Washington..................................... Richland

I
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EXHIBIT B

PROJECT OIARACTERISTICS
t

WASHINGTON PJBLIC PGER SLTPLY SYSTE31

NUCLEAR PROJECT NO. 1
,

.

The Washington Public Power Supply System's Nuclear Project No.1 is

expected to have a net electrical plant capability of approximately 1230 W.

A new pressuri:cd water reactor nuclear steam supply system similar
i
; ' to other reactors now under construction will replace the NPR as a steam

. i source. It will include, but not be linited to, a nuclear reactor, fuel,

J control systems, primary coolant loops with steam generators, engineered
'

i safeguard systems, radwaste system, service systems, containment building

j and other auxiliary facilties.
'

"

Steam will be fed from this new reactor to a new topping turbine and

generator with a nameplate rating of approximately 400 W housed in an

( extension of the existing turbine-generator building of the Generating

Facilities. New piping will transmit low pressure exhaust steam from the

new topping turbine to the existing low pressure turbine compicx which is a

part of the Generating Facilities. 'Ihe existing turbines may be modified,

including the addition of extra stages of blades; and such modifications,
'' additions and alterations to the condensers, cooling system, feedwater-

"

heaters, feedstater pumps, instrumentation, control systems, auxiliary
,

i startup power facilities and other components of the Generating Facilities
I

will be made as shall be required to operate the topping turbine and to
i
< utilize exhaust steam from the topping turbine.

;
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. (c) The Contractor shall recuire the foregoing subsections
(a), (b), (c). (d) and this subsection (e) to be inserted in all
subcontracts.,-

| (f) The Contractor shall keen and maintain for a period
of three (3) years from the cog letian of this contract the in-.'

4 formation required by 29 CFR S 536.2(a). Such material shall be
1 made available for inspection by authoriced representatives of

the Government, upon their request, at reasonable times during
the normal work day.

,

2. Convict Labor. The Contractor shall not
* employ an

undergoing sentence of imprisonnent at hard labor.y person-

3. ,_qu_al Onnortunit2 Unle is excr.pted pursuant to the provisionsE,

; of Executive Oraer 112M of Seote:-ber 24, 1965 and the rules,

under,tions and relevnnt orders of the Secretary of Labor th1re-
regula

during the performance of this contract, the Contractor
agrees as follows:

.

(a) The Contractor will not discriminate against any> ,
employee or applicant for employment because of race, color,

/p religion sex, r nationa] origi n. The Contractor will taket
; affirmative action to ensure that applicants are employed,

and that emaloyees are treated during erployment, without
- regard to taeir race, color, religion, sex, or national origin,
f Such action shall include, but not be 3inited to, the following:
r employment, upgrading, der:otion or transfer; recruitment or-

recruitment advertising; layoff or termination; rates of pay or
j other forms of compensation and selection for training, including

a prenticeship. The Contractor agrees to post in conspicuous
i( p aces, available to employees and applicants for employment,
,

notices to be provided by the Administrator setting forth the~

j provisions of this equal opportunity clause.
,

(b) The contractor will, in all solicitations or adver-
| tisements for employees placed by or on behalf.of the Contractor,
I state that all qualified applicants will receive consideration'

for, employment without regard to race, color, religion, sex, or
1 national origin.

,

g (c) The Contractor will send to each labor union or repre-
sentative of workers with which he has a collective bargaining1 ,

, agreement or other contract or understanding, a notice, to be
! provided by the Administrator, advising the labor union or
[ worker's representative of the Contractor's commitments underi

-

this equal opportunity clause and shall post copies of the notice
in conspicuous places available to employees and applicants for
enployment.

: ) (d) The Contractor will comply with all provisions of
| Executive Order No. 11246 of September 24, 1965, and of the

rules regulations, and relevant orders of the Secretary ofi Labor,.

I i (e) The Contractor will furnish all information and reports
( required by Executive Order No. 13.N 6 of S W .ber 24, 1%5, .md-

by the rules, regulations, and orders of the Secretary of Labor,
'

2
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- - CXHIBIT-C

(12-3-69)

PROVISIONS REQUTRED BY STATUTE OR EXECUTIVE ORDER )
i 1. Contract Work Hours and Safety Standards.
|~
i This contract, to the extent that it is of a character

spec'ified in the Contract Work Hours and Safety Standards Act:

i (Public Law 87-581, 76 Stat. 357-360, as cuended)(and is not-

covered by the Walsh-Healey Public Contracts Act 41 U. S. C.
35-45), is subject to the follouing provisions and to all other ,

'provisions and exceptions of said Contract Work Hours and Safety
.

Standards Act.
.

'

(a) No Contractor or subcontractor contracting for any
part of the centract work which may recuire or involve the

,

! employment of laborers or acchanics shall require or normit any
laborer or mechanic in any workveck in which he is enployed on

; such work, to work in excess of cight hours in any calendar oay
| or in excess of forty hours in any workwack unless such laborer
: or mechanic receives compensation at a rate not less than one

and one-half times his basic rate of pay for all hours worked
in excess of eight hours in any calendar day or in excess of
forty hours in such workweek, whichever is the greater number
of overtime hours.

\
! (b) In the event of any violation of the provisions of
i subsection (a), the Centractor and any subcontractor responsible
' for such violation shall be liable to any r.ffected emuloyee for -)
i his unpaid wages. In addition, such Contractor or subcontractor

shall be liable to the United Sta:es for liquidated damages.
Such liquidated damages shall be ce=puted, with respect to each
individual laborer or mechanic e.? ployed in violation of the
provisions of subsection (a), in the sum of $10 for each calendar
day on which such employee was required or permitted to work in
excess of eight hours or in excess of forty hours in a workweek
without payment of the required overtime wages.q

(c) The Administrator may withhold, or cause to be with-,
;

' . held, from any moneys payable on account of work performed by the
I Contractor or subcontractor, the full arcunt of wages required

( |
by this contract and such sums as may administratively be deter-
mined to be necessary to satisfy any liabilities of such Contractor;

; or subcontractor for liquidated damages as provided in subsection
j (b).

(d) No contractor or subcontractor contracting for any
part of the contract work shall require any laborer or mechanic
employed in the perfornance of the contract to work in surround--

8 ings or under working conditions which are unsanitary, hazardous,
or dangerous to his health or safety, as determined under con-
struction safety and health standards pro. ulgated by the Secretary
of Labor by regulation based on proceedincs pursuant to section 553. ,

1 of title 5, United States Code, provided that such nroceedines I
include a hearing of tne nature c.achari:ca by said section.

. , . _ _ . , _

'
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er pursucnt thoroto, and will permit access _ to his books, records,
cnd cccounts by the Administrator and the Secretary of Labor for
purposes of-investigations to ascortain compliance with such rules,
regulations and orders.

(f) In the event of the Contractor's noncompliance with the)
equal opportunity clause of this contract or with any of such rules,,

'

regulations or orders, this contract may be cancelled, terminated.
or suspended in whole or in part and the Contractor may be declared
ineligible for further Government contracts in accordance with

*

procedures authorized in Executive Order No. 11246 of September 24,
1965, and such other sanctions may be imposed and remedies in.voked
as.provided in Executive Order No. 11246 of September 24, 1965, or
by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by law.

(g) The Contractor uill include the provisions of para-
graphs (a) through (g) in every subcontract or purchase order,

unless exempted by rules, regulations, or orders of the Secretary
of Labor issued pursuant to Section 204 of Executive Order No.
-11246 of September 24, 1965, so that such provisions will be,

binding upon each subcontractor or vendor. The contractor will
take such action with respect to any subcontract or purchase
order as t he Administrator may direct as a means of enforcing.

such provisions including sanctions for noncompliance; nrovided,i

however, that in the event the Contractor becomes involved in,
or is threatened with, litigation with a subcontractor or vendor
as a result of such direction by the Administrator, the Contractor
may request the United States to enter into such litigation to
protect the interests of the United States. )

i

4. Interest of Member of Congress. No Member of or Delegate to
12 Congress, or Resident Commissioner shall be admitted to any share

or part of this contract or to any benefit that may arise there-from. Nothing, however, berein contained shall be construed to
extend to such contract if made with a corporation for its gen-.

| eral benefit.

i
:
I .

!

!
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR*

PROJECTS NOS. 4 AND 5 AND SKA3IT PROJECT.

AGREEMENT FOR OPTION TO ENTER PARTICIPANTS'
AGREEMENT, RESERVATION OF PROJECT CAPABILITY_,

AND PERFORMIsNCE OF SERVICES

___ __

This Agreement is made by and between WASHINGTON PUBLIC

P, OWER SUPPLY-SYSTEM (" Supply System") , a municipal corpora-

tion of the S. ate of Washington, and

,a corpora-
.

tion organized under the laws of the State of

("O"ption Participant") .

The Public Power Council ("PPC") is an unincorporated

( association comprising substantially all of the public
bodies and electric cooperatives in.the Pacific Northwest

all of which are statutory preference customers of the

Bonneville Power Administration ("Bonneville") . PPC serves

such preference customers by formulating, or causing to be

formulated, long-term. plans to meet their prospective power

needs on a sound environmental and economic basis.
'

The. Executive Committee of the PPC, after icviewing the

long-renge loads and resources of the public bodies and

electric cooperatives in the Pacific Northwest, has deter-

mined that they require the construction and acquisition of

L
.

$

4

. & ~
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was conceived by the Joint Power Planning Council, con-

sisting of about 110 electric cooperatives, public utilities

and~ private utilities in the Pacific Northwest, Bonneville

and'other Pacific Northwest entities in order to facilitate

the coordination of existing and future thermal and hydro

electric resources in the Pacific Northwest. Phase 2 of the
'

Hydro Thermal ~ Power Program continues the objectives o'f that

Program without the acquisition of project capability or
,

output by Donneville under net billing agreements. Projects

to be constructed to meet the future load requirements of .

cooperatives and publicly owned utilities are to be financed

on the basis of agreements for sale of project capability or,

output.to such entities. Bonneville has indicated that,

subject to any limitations imposed by law, it will furnish

transmission, scheduling, load factoring, reserves, ex-

changes and other services available from the Federal Co-

lumbia River Power System to enable the Option Participant

to integrate its share of Project Capability with power and

energy available to option Participant from its electric

system and from annneville and other sources.

Supply System has performed preliminary work with

respect to the Projects, including preliminary financing'and
partial construction and acquisition of Nuclear Project No.

~

,

3.
>.
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/ hereto marked' Exhibit A; however, it is advisable that the

execution thereof be delayed pending the completion of

negotiations and the formulation of othc r agreements, in- .

cluding agreements (i) with Bonneville, relating to certain

services to be pcE ormed $y Bonneville, (ii) with certain
Pacific Northwest industries relating to the purchase-of

surplus energy from the Projects, and (iii) with Pacific

Northwest investor-owned utilities relating to purchase of

power and energy from the Projects and/or to the joint -

ownership of Nuclear Project No. 5, the Skagit Project, or

both.

2. Time is of the essence with respect- to the per-

formance of this Agreement as provided herein in order to

keep the Projects on a course of construction and acqui-

sition so as to meet the schedules for operation of the

Projects. There is a very strong probability that any

appreciable delay would cause' substantial losses to Supply

System and Option Participant due to the inability to de-

liver power and energy, increases in construction costs and

other causes.

3. The total sum payable by Option Participant under

the Agreements is less than 5% of the total estimated minimum

( 5.

'

. . _ .
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the Projects as provided in this Agreeuent in order to m7
eet

their prospective needs for power and cnergy The Executive.

Committee of the PPC has requested Supply System to under- -

take the investigation, planning, finan.:ing, acquisition and
construction'of two nuclear electric generating facilities

,

one to be known as Washington Public Power Supply System
Nuclear Project No. 4

(" Nuclear Project No. 4") for con-
struction in conjunction with the Washington Public Power
Supply System Nuclear Project No. 1, and the other to be
known as Washington Public Power Supply System Nuclear
Project No. 5

(" Nuclear Project No. 5") for construction in
conjunction with Washington Public Power Supply System
Nuclear Project No. 3. The PPC has also requested that

Supply System investigate participation in the Puget Sound
Power & Light Company's Skagit Project (the "Skagit Pro-
ject")

and that Supply System conduct studies and inves-

tigations, and take such further action as may be advi
sable

to identify feasible power plant sites, preferably in W
est-

ern Washington or Oregon, in order to prepare for the

construction of additional power generating facilities
.

Nuclear Project No. 4, Nuclear Project No. 5 and the
Skagit Project are being undertaken in accordance with

the

objectives of the flydro Thermal Power Program. That program '

'
:

2.

t

. . .
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(b) " Development Bonds" means any bonds, notes, or-

other. evidences of indebtedenss. issued by supply System for

the purposes set forth in Sections 4 and 10 of this Agree-
ment, including bonds or notes issued to pay $17,500,000

principal amount of revenue notes heretofore issued by
Supply System pursuant to Resolutions Nos. 682 and 713 of

the Board of Directors of Supply System.

(c) " Development Bond Resolution" means the resolution

or resolutions adopted by Supply System referred to in
.

Section 5 of this Agreement.
~

(d) " Option Participants" means the Option Participant
and all other statutory preference customers of Bonneville

I listed on Exhibit B attached hereto which execute the Agree-
monts.

(e) " Option Participant's Preliminary Option Share"

means the decimal fraction share of Project Capability set
opposite the name of the Option Participant in Exhibit B

.

attached hereto.

(f) " Option Participant's Final Option Share" means

the Option Participant's Preliminary Option Share, adjusted

as provided in Sections 3(b) and 9 of this Agreement.
(g) " Participant's Preliminary Share" means the.

Participant's Preliminary Share as defined in the Partic-

ipants' Agreement.,

.

t

i 7. Sec. 1
i
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4 and Nuclear Project No. 5 and has been undertaking nego-

tiations with Pacific Northwest investor-owned utilities in
connection with the'Skagit Project; Supply System also is

conducting preliminary siting studies and evaluations re-

lated to other future power projects.

To obtain funds for such preliminary work, Supply

System has issued and sold $17,500,000 principal amount of

revenue notes secured by revenue note agreements with cer-

tain members of Supply System and has expended the major
.

po; tion of the proceeds of such notes in paying engineering,
construction, acquisition, environmental and other costs in

connection with'the Projects, in negotiating and formulating
)the Participants' Agreement, hereinafter defined, and in

preliminary work related to the development of additional

generating facilities, particularly activities related to

the identification and acquisition of additional power plant
sites.

The governing body of Option Participant and the Board
~

of Directors of Supply System now find that:

1. Supply System in consultation with the PPC and the

Option Participants has developed a form of Participants'

Agreement for the purchase and sale of shares of the capa-

bility of the Projects, a copy of which Agreement is attached
|

)
4.

.

%

1
. , _.

.
.
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for any reason whatsoever), less Project station use and
losses.

(1) " Prudent Utility Practice" at a particular time

means any of the practices, methods and acts, which, in the

exercise of reaso~nable judgment in light of the facts (in-

cluding but not limited'to the practices, methods and acts

engaged in or approved by a significant portion of the

electrical utility industry prior thereto) known at the time

the decision was made, would have been expected to accomplish

'the desired result at the lowest reasonable cost consistent
with reliability, safety and expedition. Prudent Utility

Practice shall apply not only to functional parts of a
(

Project but also to appropriate structures, landscaping,

Painting, signs, lighting, or facilities and public relations
programs reasonably designed to promote public enjoyment,

understanding and acceptance of a Project. Prudent Utility

Practice is not intended to be limited to the optimum practice,
method or act, to the exclusion of all others, but rather to

.

be a spectrum of possible practices, methods or acts. In

evaluating whether any matter conforms to Prudent Utility
Practice, the parties shall take into account (i) the fact

that Supply System is a municipal corporation and operating

agency under the laws of the State of Washington with the,

(

9. Sec. 1
!
1

.
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)
cost of construction of the Projects.' The Option Partic-

ipant'.s share of such sum constitutes a fair and reasonable

amount to pay for the option to enter into the Participants'
Agreement and for the services to be rendered by Supply

System hereunder._..
__

4. It is necessary and advisable for Option Partic-
ipant to enter into this Agreement in order to meet its

prospective needs for power and energy on an environmentally
and economically sound basis.

5. Supply System has available qualified professional
and other personnel to render the services hereinafter

.

described.

)6. Supply System has Project Capability available for
sale to bption Participant under the Participants' Agreement.

THEREFORE IN CONSIDERATION OF THE MUTUAL PROMISES

HEREIN CONTAINED, IT IS AGREED AS FOLLOWS:

Section 1. Definitions.

The singular of aty term defined in this Agreement
'

shall encompass the plural, and the plural the singular,

unless the context indicates otherwise.
(a) " Agreement" means this Agreement and all agree-

ments substantially identical to this Agreement entered into

by Supply System and the Option Participants.

.

6. Sec. 1
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'Section 3. : Option and Reservation of Project

,
,

I
.,

,' ; Capability =for' Option Participant.

f -(a) ' Supply System.hereby grants to Option. Participant-~

'

the option to execute the Participants' Agreement and, in !'

:accordance with the,provis. ions thereof, Supply System shall,

f . reserve for Option' Participant the Option Participant's j
~

. Final' Option' Share.

5 (b) If'the sum of the Option Participants' Preliminary
.

Option Shares of the Option Participants who have executed

4 - and delivered the Agreements is greater than 1.0, the option

L . Participant's Preliminary Option Share shall be automatically

L
-

! decreased, pro rata with such other Option Participants'

k Preliminary Option Shares, so that the total Option Partic--

_

ipants' -Preliminary Option Shares so reserved shall. equal

1.0. If the sum of the Option Participants' Preliminary

Option Shares of the Option Participants who have executed

and delivered the Agreements by June 1,~1975, is less than
,

1.0, supply System may agree with any Option Participant to

an increase in its Preliminary Option Share or may execute

Agreements with any other statutory preference customers of
1

Bonneville, in order to bring the total of such shares to
3

I

j. 1.0. In such event a new Exhibit.B shall be prepared by

Supply System and shall be distributed to the Option Par-:

ticipants forthwith.

i
t

11. Sec. 3,
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(h).
" Participants' Agreement" nean

attached hereto s the agreement

in the form thereof.as Exhibit A or an agreement substantially -

(i)~
" Power Sales Agreements" mean

the sale and pu~ chase of power s the agreements for

bility, from the Projects whi h and energy, including capa-
c

Supply System and any purcha may be entered into by
ticipants, sers thereof other than Par-

as defined in the Participants' A(j)
" Projects" means Supply Syst

greement.

terests in Washington Public P em's ownership in-
Project No. ower Supply System Nuclear4,

Washington Public Power Sup lProject No.
5 and the Puget Sound Power &' Lip y System Nuclear

-i

'

Skagit Project, ght company's
or any unit thereof,

into an ownership agreement rel if Supply System enters

Project is described in Exhibi ating thereto,as each such

that any ownership interest of St C attached hereto; grovided4 ,

or any unit thereof, shall not eupply System in the Skagit
. Project,

(k) xceed 15%.
" Project Capability" means th

power and energy, e amounts of electric
if any, which the Projects a

generating at any particular time re capable of

or all of the Projects are not o (including times when any

operation thereof is suspended perable or operating or the

with, reduced or curtailed, interrupted, interfered
,

in each case in whole or inpart
*

t

8.
Sec. 1

.

.m- - . - , . . -



_

,
_

.

..

J
affording ~ Option Participant the opportunity to execute and

deliver the Participants' Agreement within 90 days after

delivery of~the notice. 'Upon failure of 3ption Participant

to execute and deliver-to Supply System such Participants'

Agreement within said time.,. Supply System may terminate all

Option-Participant's rights under this Section by giving

~ Option Participant notice of such termination.

(e) If any Project is terminated pursuant to Section

10 hereof, Option Participant shall retain Option Partici-
,

.

pant's Final Option Share as to Projects which have not been

terminated.

(f) It is recognized by the parties hereto that Bon-

( neville may determine to render the services referred to at

page 3 of the Participants' Agreement pursuant to separate

agreement (s) to be formulated by Bonneville and Option

Participant, rather than execute the Participants' Agree-

ment. In the event that such services are to be rendered

under a separate agreement, the Participants' Agreement

shall be modified accordingly, for execution by Supply
.

System and Option Participant.

(g) Supply System shall use its best efforts to enter

into Power Sales Agreements for the sale of Surplus Energy

(i.e., electric power and energy generated by the Projects

*
..

Sec. 313.
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f' statutory duties and responsibilities thereof and (ii) thee

objective'to integrate the Project Capability with the
.

generating resources, primarily of the Option Participants,

including such resources and electric power and energy

purchased under contract, and secondarily of the .eral

Columbia River Power System, to achieve optimum utilization

of the resources and achieve efficient and economical operation

of each system, primarily as to the Option Participants and

secondarily as to the Federal Columbia River Power System.*

Section 2. Term of Agreement.

This Agreement shall be effective upon execution and
,

delivery of Agreements by Supply System and Option Par- )

ticipants whose Option Participants' Preliminary Option

Shares total 1.0 or more. This Agreement terminates on the

date that the Development Bonds are paid, or provision is

made for their payment as provided in the Development Bond

Resolution; provided that the rights of the Option Partic-

ipant provided under Section 3 relating to the option to

enter into the Participants' Agreement.shall terminate upon

the failure of such Option Participant to enter into a Par-

ticipants' Agreement after notice to such Option Participant
,

pursuant to Section 3(d).,

r

10. Secs. 1 and 2
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'
set forth below:

Nuclear Project No. 4 March 1982

Skagit Project, Unit 1 July 1982

Nuclear Project No. 5 March 1983

Skagit Project, Unit 2 July 1984

2. Make advance-payments to the United States

Energy Resources Development Agency for rights or services

relating to nuclear fuel and payments to other persons for

reservation of rights to acquire personal or real property

of any nature in connection with any of the Projects.

3. After execution and delivery of Participants'

,

Agreements as provided in Section 3, Supply System shall
|

proceed with the orderly financing of the Projects and shall

use its best efforts to issue and sell Bonds (as defined in

the Participants' Agreement) no later than December 1, 1976,

to provide, among other things, for the payment of the

principal of and interest and premium, if any, on the De-

velopment Bonds, all as provided in the Participants' Agree-

ment.

4. Perform preliminary work in connection with

the development of future electric generating and associated
'

i f acili ties , in addition to the Projects, to serve the prospective

power needs of the Option Participants, including, but not

!i
,

15. Sec. 4

.
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Such Preliminary Option Share, adjur.ted as above pro-

i

vided, shall be Option Participant's Final Option Share, |
I

subject to further' adjustment pursuant to Section 9. As -

promptly as practicable after all the Agreements have been
,

executed and delivered,-Supply System shall furnish the
,

Option Participants a schedule listing the names of the

Option Participants and their respective Option Partici-

pants' . Final Option Shares.

(c)' Supply System will proceed with diligence to com-~

plete signatory copies of the Participants' Agreement for

execution by the parties. Such signatory copies shall set

forth in Exhibit A to be attached thereto as the Partici-

pant's Preliminary Share of the Option Participant, an

amount equal to the Option Participant's Final Option Share

multiplied by 1.2.

(d) As the related agreements referred to at page 5 hereof

are formulated, the description of the Projects will be

defined in the Participants' Agreement, consistent with the

descriptions thereof in Exhibit C attached hereto. After

review by the Executive Committee of the PPC, but no later -

than August 1, 1976, Supply System will deliver, or cause to

be delivered, to each Option Participant (i) signatory

copics of the Participants' Agreement, and (ii) a notice

,

1

12. Sec. 3
,

'

L
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Section 6. Payments by Option Participants.

'(a) In the event that Supply System issues and sells

Development Bonds pursuant to Section 5 and gives Option
.

Participant notice prior to Decen.ber 1, 1976, that Supply

System is unable to' issue'and sell revenue bonds as provided

in Section 4 (a) (3), Option Participant _shall pay to Supply

System Option Participant's Final Option Share of the prin-'

cipal of and interest and premium, if any, which become due

on December 1, 1977, and on each June 1 and December 1 there-

after, on all of the Development Bonds then outstanding.

Such payments.shall be made not less than 90 days prior to

December 1, 1977, and 90 days prior to each December 1 and
~

June 1 thereafter until all of the Option Participant's
Final Option Share of the principal of and interest and

premium, if any, on the Development Donds has been fully

paid or provision is made for the payment or retirement of

the Development Bonds as provided in the Development Bond
Nesolution, whichever is earlier. On or before December 1,

1976, and each December 1 thereafter, Supply System shall

prepare and deliver to option Participant a billing statement
showing the amount to be paid by Option Participant for the
following year. Supply System will apply to the payment of the

-

( 17. Sec. 6,

.--
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which 1.s in excess of.the total power and energy require-

ments of the' Option Participants) for the period ending June

30, 1989.

.

(h) ' Supply System shall not proceed with any arrange-

ments to include in the Projects the acquisition or con-

struction of any ownership interest in any nuclear gen-
erating unit if such' interest will result in a maximum

anticipated peak generating capability of the Projects

available to Supply System of more than 2,600 MW.
.

Section 4. Services to be Performed and Actions

to be Taken by Supply System.

(a) Supply System will use its best efforts to per-

form,-or cause to be performed, the following services and

take the following actions, in conn'ection with the option
granted under the preceding Section, all in accordance with

Prudent Utility Practice:
.

1. Arrange for the ownership, financing, acqui-

.sition and construction of the Projects and render such

other services and take such further actions provided for in
,

the Participants' Agreement as Supply System may deem feasible,

within the limits of the monies made available for such
.

purposes hereunder, all with the objective of placing the

Projects into continuous operation on the respective dates
f

i

*

i
| 14. Secs. 3 and 4

'

|

|

i
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to make full payment when due. The obligation of the Option

Participant to make payments provided for in this Agreement

shall continue in effect notwithstanding the execution and

delivery by it of a Participants' Agreement.

Failu~f6 to mall or delay in mailing the afore-
,

mentioned notices shall not affect the obligation of the

'

Option' Participant to make the required payments at the

times they are due.

(c) Any amount not paid or mailed by Option Partici-.

pant on or before the close of business on any due uate

shall bear an additional charge of two percent (2%) of the

unpaid amount. Thereafter a further charge of one percent

(1%) of the sum of the initial amount remaining unpaid and

said additional charge shall be added on the last day of

each succeeding thirty day period until the amount due is

paid in full. If the due date falls on a Sunday or other

non-business day of Option Participant, the amount may be
,

paid or mailed on the next following business day without

' addition of such delayed payment charge.

Sectior. 7. Sources of Payments by Option
,

*

Participant; Covenants.

Option Participant shall not be obligated to make any

payments under this Agreement except from revenues derived

! (

! 19. Secs. 6 and 7

|
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limited to, planning, siting, environmental, financial
i

-

f
and economic surveys and studies and acgaisition of

,' options to acquire real estate and rights to acquire

fuel; provided that Supply System shall not expend morec.
.

than $5,000,000 oY~the'De9elopment Bond proceeds for

such purposes.

'

(b) Supply System shall not be obligated to expend

monics in connection with this Agreement in excess of those
.

. made available to it from the proceeds of the Development

Bonds referred to in Section 5.

Section 5. Supply System Development Bonds.

Supply System will use its best efforts to issue and ,

I

sell revenue bonds (the " Development Donds") in an amount

sufficient to enable it to perform all terms of this Agree-

ment. Such Bonds shall be issued and sold in accordance
.

with a bond resolution (the " Development Bond Resolution")

substantially as set forth in the draft thereof dated March

26, 1975, on file with the option Participant; provided,

that in no event shall such Development Bonds exceed the

principal sum of one llundred Million Dollars ($100,000,000).
,

.

*

.

|

| 16. Secs. 4 and 5

I
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/ except as provided in Section~18 of the Participahts' Agree-
/

; . ment Supply System shall use its best efforts to dispose vf

additional Participants' Preliminary Shares to bring tho
: total.of such shares to 1.0, first, to any other Option

.

Participants desiring to.. purchase a share of Project Capa-

bility on a pro rata basis, second, to the extent of any
. remainder, to any other statutory preference customers of

Bonneville desiring to purchase a share of Project Capa-

bility on a pro rata basis, and third, any balance remain-

ing, to other entities, all under such rules as Supply
System may formulate after consultation with the Executive

Committee of the PPC.,

( Section 9. Obligations in the Event of Default.

(a) Upon failure of the Option Participant to make,

any payment in full when due, as provided in Section 6, or

to perform any obligation herein, Supply System may make

demand upon the Option Participant, and if said failure is

not cured within 10 days from the date of such demand it

; shall constitute a default at the expiration of such period.
.

(b) If the Option Participant in good faith disputes

the legal validity of said demand, it shall make such pay-
ment or perform such obligation within said 10 day period

under protest directed to Supply System. Such protest shall

specify the reasons upon which the protest is based.
.

I

21. Secs. 8 and 9

.
.
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principal of and interest and premium, if any, on the De- ,l

velopment Bonds any sums available to it for that purpose

from any other source, including sums received by Supply

System from the disposition of Supply S'' stem's ownership
,

share of any Project assets and funds received pursuant to

the Participants ~Agreemdnt. In the event that all Projectsr

are terminated and there is remaining any sum after payment

of all outstandin; Development Bonds, Supply System shall

refund such sum to the Option Participants in proportion to

Option Participants' Final Option Shares.

(b) Option Participant shall make each payment to

Supply System as provided in the billing statement referred

to in Subsection (a) of this Section or any amended billing
)

statement prepared to carry out Section 9, which payments

shall not be subject to any reduction, whether by offset or

otherwise, for any reason whatsoever, or be conditioned upon

the performance or non-performance by Supply System, Option
.

Participant or any other Option Participant under this or

any other agreement or instrument, or the failure of any

party to enter into the Participants' Agreement or any of the

related agreements referred to at page 5 hereof, the remedies

! of Option Participant being limited to specific performance,

mandamus or other appropriate remedy, exclusive of refusal
'

.

I

18. Sec. 6

L '
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' fails or refuses for any reason to perform its obligations

under its Agreement, and the Option Participant's Final
,

'

| Option Share-of such defaulting Option Participant (s) shall

,

be reduced correspondingly; provided, that the sum of such -

!-

|- increases for the. Option Participant pursuant to this sub-
~

section shall not exceed,"without consent of the Option

Participant, an accumulated maximum of 25t of the Option

Participant's Final Option Share determined in accordance

with the first two sentences of Section 3(b).
i (c) If the Option Participant shall fail or refuse to

| pay any amounts due to supply System hereunder, the fact

! that other Option Participants have assumed the obligation

( to make such payr;.cnts shall not relieve the Option Partic-
t

! ipant of its liability for such payments, and the Option
Participants assuming such obligation,'either individually

or as a member of a group, shall have a right to recovery
from the Option Participant. Supply System or any Option

Participant as their interests may appear, jointly or sev-
erally, may comraence such suits, actions or proceedings, at

law or in equity, including suits for specific performance,

| as may be necessary or appropriate to enforce the obliga-

| tions of this Agreement against the Option Participant.
|

.

23. Sec. 9

i I
*

;

f
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by it from the ownership and operation of its electric

utility properties. Option Participant covenants and agrees

that it will establish, maintain and cc11ect rates or charges
for power and energy and other services, facilities and -

commodities sold, furnished or supplied by it through any of

its electric utility properties which shall be adequate to
provide revenues sufficient to enable it to make the pay-

ments to be made by it to Supply System under this Agreement

and to pay all other charges and obligations payable from or

constituting a charge and lien upon such revenues.

The foregoing covenants by Option Participant, to make

said payments and to establish, maintain and collect rates

or charges, shall be enforceabic by any other Option Partic- )

ipant or Supply System in any appropriate claim or action,

including mandamus or specific performance, in any court of
competent jurisdiction. Any judgment or decree against

Option Participant for failure to make payment under this

Agreement shall include all court costs and disbursements
- .

and reasonable attorney's fees.

Section 8. Redisposition of Option Participant's
Final Option Share.

If Option Participants whose Participant's Preliminary
Shares total 1.0 or more dz act execute Participants' Agreements,

.

20. Secs. 7 and 0 8
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System by Option Participants entitled to'oighty percent

(80%)' or more of the Option Participants' Final Option

Shares, that Supply System reduce or defer-expenditures on,

or terminate any Project (s), or unit (s) thereof, Supply'

System shall comply with.such requests.

Section 11. Reports.

Supply System shall furnish the PPC_and Option Par--

ticipant with periodic progress reports, not less often than

quarterly, relating to its performance of this Agreement,
,

and of its expenditures of, or the incurring of liabilities

payable from, the proceeds of'the Development'Donds, and
,

shall furnish the PPC and Option Participant such other

(
reports, evaluations, plans, analyses, studies, statements,

accounts, records, drawings, specifications and approvals

and other documentation and material as may be requested by

it.

Supply System shall keep separate and accurate records

and accounts of all actions taken under this Agreement which.

records and accounts shall be the subfect of annual audit by

a firm of certified public accountants of national reputation.

Copies of such firm's-report on such audit shall be furnished

to the PPC and Option Participant promptly after receipt <

thereof by Supply System.

(

25. Sees. 10 and 11

.
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(c) If the Option Participant is a nonprofit or. coop-

erative corporation, upon default on the part of any other

such Option Participant (s) which is a nonprofit or coop-

erative corporation, the Option Participant's Final Option

Share shall be automatically increased for the remaining

term of this Agreement pro rata with that of other such

nondefaulting Option Participant (s) to the extent that such
.'

defaulting Option Participant (s) fails or refuses for any

reason to perform its obligations under its Agreement, and
*

the Option Participant's Final Option Share of such defaulting

Participant (s) shall be reduced correspondingly; provided,

that the sum of such increases for the Option Participant

pursuant to this Subsection shall not exceed, without consent )

of the Option Participant, an accumulated maximum of 25% of

the Option Participant's Final Option Share deternined in

accordance with the first two sentences of Section 3 (b) .

(d) If the Option Participant is a municipal cor-

poration, upon default on the part of any other such Option

Participant (s) which is a municipal corporation, the Option -

Participant's Final Option-Share shall be automatically

increased for the remaining term of this Agreement pro rata

with that of other such nondefaulting Option Participant (s)
t

to the extent that such defaulting Option Participant (s)

22. Sec. 9 i

.
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below, namely:
i

Washington Public Power 'Public Power Council
*

Supply System P. O. Box 1307
P. O. Box 968 Vancouver, WA 98660
Richland, WA 99352

or such other address given in a notice to the' parties by

the.PPC or by one-party to the other party as provided in

this Section.

Section 14. Assignment of Agreement.-

This Agreement shall inure-to the benefit of and shall

be binding upon the respective successors and assigns of the

parties hereto; provided, however, that neither this Agree-

' ment nor any interest therein or in any Participants'
,

Agreement shall be transferred or assigned by either party

except with the consent in writing of the other party

hereto. Such consent will not be unreasonably withheld.

Section 15. Approval by Rural Electrification

Administrator and Other Agencies.

If Option Participant is a party to an agreement or

other instrument pursuant to which approval of this Agree-

ment by the Administrator of the Rural Electrification

Administration is r'equired, this Agreement shall not be

binding upon any of the parties until it shall have been

approved by him or his delegate. If Option Participant is a

( 27. Secs. 13, 14 and 15

i
*
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Section 10. End of the Project (s) .

'(a) A Project or unit thereof shallL terminate .and

Supply System shall cause the Project o.: unit thereof to be

salvaged, discontinued, decommissioned, and dispo' sed of or

sold in whole or -in part to the highest bidder (s) or dis-

posed of'or sold in such other manner an. Supply System may

determine after consultation with the Executive Committee of*

the PPC if Supply System determines that it is unable to

construct, or proceed as owner of, such Project or unit

thereof due to licensing or other causes which are beyond

its centrol .

(b) After such termination, Supply System shall under-

take the decommissioning of such Project and may pay the

costs of such decommissioning from Development Bond pro-

coeds. The cost of decommissioning shall include, but shall

not be limited to, all of Supply System's accrued costs and

liabilities resulting from Supply System's ownership and

construction, including cost of fuel, of such Project and

the salvage, discontinuance and disposition or sale thereof..

Supply System shall credit against such costs all amounts

received by Supply System from the disposition of any assets'

of such Project.
,

(c) In the event that a request is delivered to Supply

i
>

24. Sec. 10

t
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(b) This Agreement shall not be amended, modified,

or otherwise changed by agreement of the parties in any

manner that will impair or adversely affect the security
.

afforded by the provisions of this Agreement for the payment
,

of the principal-of and interest and premium, if any, on the

Development Bonds as they respectively become payable so

long as any of the Development Bonds are outstanding and-

unpaid or funds are not set aside for the payment or retire-
ment thereof in accordance with the Development' Bond Reso-

lution.

(c) If,any Agreement is amended or repealed so that it
,

contains terms and conditions different from those contained
(

in this Agreement, Supply System shall notify the Option

Participant and, upon timely request by the Option Partici-
'

pant, shall amend this Agreement to include similar terms

and conditions.

Section 18. Severability.

It is the paramount purpose of the parties that Supply'

System.shall cause each Project, or unit thereof, singly or'
in combination with any other Project (s) or unit, to be

placed into operation as scheduled. The parties agree tha3

any event or condition which may occur which delays or pre-

vents the construction or operation of, any of the Projects

(

29. Secs. 17 and 18
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Section 12. Waiver of Rights Under RCW 43.52.380

and Revenue Note Agreements.

The execution of this Agreement by an Option Partic- ,

.

ipant which is a' member of Supply System constitutes a

waiver of any preference right that such Option Participant

may have under RCW 43.52.380 to purchase an amount of power

and energy of the Projects in excess of that provided for in

this Agreement.

An Option Participant who is a member of Supply System

and a party to a Washington Public Power Supply System

Generating Facilitics Revenue Notes, Series 1974, Agreement
,

and a Washington Public Power Supply System Generating

Facilities Revenue Notes, Series 1974-A, Agreement further

agrecs that this Agreement supersedes its rights to capa-

bility or output under said agreements.

Section 13. Malling of Notices.

Any notice, delivery, approval, demand or protest under

this Agreement shall be deemed given or made when delivered

in writing, in person or by registered or certified mail,.

postage prepaid, return roccipt requested, addressed to the

Option Participant at the address of its principal place of

business as shown in the records of Supply System and/or to

Supply System and PPC at their respective addresses noted

'
|
r

26. Sees. 12 and 13

t
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party to any other agreement or instrument pursuant to which

appro' val of this' Agreement-by any agenc:t is required and the

Option Participant'has so notified _ Supply System prior to

Supply System's execution of this Agreenent, this Agreement

shall not be binding upon either of the parties until it~

shall have been approved by such agency.

Section 16. Applicability of Other Instruments.

It is recognized that Supply System must comply with

the requirements of the Development Bond Resolution and of
,

all certificates, licenses, permits and other governmental

approvals, regulations and standards applicable to the

Projects; it-is therefore agreed that this Agreement is made
)

subject to the terms and provisions of the Development Bond

Resolution and all such certificates, licenses, permits and

other governmental approvals, regulations and standards.

Section 17. Modification and Uniformity of

Agreements.
~

(a) This Agreement shall not be subjcet to termination

by any party under any circumstances, whether based upon the

default of any party to this Agreement, or any other instru-

ment,'or upon any other basis, except as specifically pro-

vided in this Agreement.

.

28. Secs. 15, 16 and 17 p
.
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or units thereof shall not delay the construction'of any

other" Project (s) or unit.

If any section, paragraph, clause or provision of this

-Agreement or its application to any Project or entity shall'

be finally adjudicated by a court of competent jurisdiction

to be invalid, the remainder of this Agreement or its ap-

plication to any other Project or entity shall be unaffected-

-

by such adjudication. In such event, all of the remaining
,

provisions of this Agreement and their application to any

other Project or entity shall remain in full force and

effect as though such section, paragraph, clause or pro-

vision or any part thereof so adjudicated to be invalid had
)

not been included herein.

IN WITNESS WHEREOF, the parties hereto have executed

this Agreement in several counterparts.

DATED this day of 1975.'
,

*

WASHINGTON PUBLIC POWER
ATTEST: SUPPLY SYSTEM

e

By
Secretary Managing Director

(SEAL)

.

)
30. Sec. 18
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- WASHINGTON PUBLIC POWER SUPPLY SYSTEM

NUCLEAR PROJECTS NOS. 4 AND 5 AND SKAGIT PROJECT

PARTICIPANTS' AGREEMENT

__ ..

THIS AGREEt1ENT is executed by the Washington Public

. Power Supply System (Supply System), a municipal corporation

of the State of Washington; the United States of America,

Department of the Interior, acting by and through the Bon-
.

neville Power Administrator (Bonneville), and

a

corporation of the State of

(Participant).

WITNESSETH

Supply System is organized under the laws of the State

of Washington (Rev. Code of Washington, Ch. 43.52) and is

authorized by law to construct, acquire, own and operate

works, plants, systems and facilities for the generation
and/or transmission of electric power and energy and to
enter into contracts with Bonneville and with public and

private organizations'for the disposition of electric power
and energy produced thereby.

(

1
1.
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share of tbc Project Capability and have a right to purchasei

a share of the capability of any other generating plants
undertaken by Supply System pursuant to this Agreement.

|

|
Supply System and the Participant have each determined that '

the construction and operation of the Projects as herein
.

provided will accomplish. economics of size and that the sale

by Supply System to the Participant of the Participant's
. Share and the purchase thereof by the Participant as herein

_

provided will be beneficial to' the Participant by increasing
the amount of firm power and energy which will be available

to serve its customers in the future in an' efficient, eco-

nomical and environmentally sound manner. The Participant

and Supply System have heretofore entered into an agreement
( -

entitled " Washington Public Power Supply System Nuclear Pro-

jects Nos. 4 and 5 and Skagit Project Agreement for Option

to Enter Participants' Agreement, Reservation of Project
Capability and Performance of Services" (the " Option and
Services Agreement") dated 1975, under,

which, among other things, the Participant obtained an
option to enter into this Agreement.

Bonneville, subject to any limitations imposed by law,
intends (i) to furnish, under separate contract, transmission,
scheduling, load factoring, reserves, exchanges and other

( 3.

-s

1

me * *
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; (a) " Annual Dudget" means the budget adopted by

Supply System pursuant to Section 8(b) with respect to the
!

Projects and which itemizes the estima ted costs of each

Project, or unit thereof, commencing with (i) the Date of

Continuous Operation of the Plant related to such Project,
or unit thereof,-~or (ii)' July 1, 198__*, or (iii) the date

one year after the date of_ termination of a Project as
,

provided-in Section 13, whichever is earlient, exclusive of

costs of construction and costs of fuel, applicable to the
respective Contract Year, or, in the case of an amended,

Annual Budget, applicable to the remainder of such Contract

Year. _The Annual Budget, as amended from time to time,

shall make provision for all such Supply System's costs,i'

including accruals and amortizations, resulting from the
ownership, operation and maintenance of the Projects, re-

pairs, renewals, replacements, and additions thereto and

costs of termination thereof as provided in Section 13,
together with the amounts over or under billed in accordance
with subsection (b) below. The Annual Budget shall include,

but not be limited to, (i)- the amounts which Supply System

*This date will be from two to three years after the latest
date specified in Section 4 (a) (iv) to take into account

(i)potential delays affecting the Dates of Continuous Operationand (ii) the Projects which are ultimately included under
this Agreement pursuant to the provisions of the Option andServices Agreement.

b.

5. Sec. 1
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Tho Projects hereinaf ter referred to~ are being under- .)
taken in'accordance with the objectiven of the Hydro Thermal
Power, Program.

That program was conceived by the Joint
Power Planning Council, which represents about 110 electric
cooperatives, public utilities and privatc~ utilities in the

Pacific Northwest _ Bonneville and other Pacific Northwest2

entitics in order to facilitate the coordination of exist-
ing and future thermal and hydro electric resources in the
Pacific Northwest,. Phase 2 of the Hydro Thermal Power Pro-

gram continues the objectives of that Program without the.

acquisition of project capability or output by Bonneville
~

under nct billing agreements. Projects to be constructed to

meet the future load requirements of cooperatives and pub'licly )
owned utilities are to be financed on the basis of agreements

,

for sale of project capability or output to cuch entities
.

Attached hereto, as Exhibit B, are descriptions of

certain generating Plants, sometimes referred to as " Wash-
.

,

ington Public Power Supply System Nuclear Project No 4".

(" Nuclear Project No. 4"), " Washington Public Power Supply
System Nuclear- Project tio. 5" (" Nuclear. Project No. 5"), and

"Puget Sound Power & Light Company's Skagit Project, Units 1
and 2" ("the Skagit Project"). It is the intent of this
Agreement that each of the Participants shall purchase a

}
2.

.
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payments to be made under all Participants' Agreements and
.

(ii) . the- costs of fuel to be paid by the Participant in
accordance with Section 9. At the end of each Contract Year
any amount over or under billed during such year shall be

reflected in the Annual Budget for the follc, wing Contract

Year; any amounts over or under billed during the portion of
the Contract Year preceding the adoption of an amended

Annual Budget shall be reflected in such amended Annual
Budget to the extent practicable.

(c) " Bonds" means any bonds, notes or other

evidences of, indebtedness issued in connection with the
financing of any of the Projects pursuant to the Bond Reso-{
lution,

including bonds or notes issued to pay the principal
,

of and interest and premium, if any, on the outstanding

Development Bonds, (i) for the purpose of financing cr

refinancing Supply System's costs associated with the plan-

ning, designing, acquisition and construction of any of the
Projects pursuant to the Bond Resolution and

(ii) for any

other purpose authorized by Section 6.17* of the Bond
Resolution.

*See paragraph 6(g) of the summary referred to in footnote *on page 8.
.

I 7* Sec. 1

km --



o- _

.

+

!
1

l

)

services available from the Federal Columbia Ri9er Power
Syst.cm to enable the Participant to integrate its Partic-

ipant's Share of Project Capability with power and energy

available to the Participant from its own electric system

and from Bonneville and..other sources and (ii) to act as

trustee-agent as to certain other rights and' obligations for
certain Participants.

It is understood that the Participant may designate
Bonneville,.,in writing, as its agent to perform on its

. behalf any obligation of the Participant under this Agree-
*

ment,
any covenant or undertaking herein being deemed per-

formed if performed by Bonneville fully in accordance with
')this Agreement;

provided that any such agency designation by
the Participant shall net affect in any respect any of its
obligations nereunder.

NOW, THEREFORE, the parties hereto mutually agree as
follows:

1. Definitions.

.The singular of any term defined in this Agreement

shall encompass the plural, and the plural the singular,
' unless the context indicates otherwise.

4. Sec. 1
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( in Section 13, whichever is earlient, and th<2 last Contract

Year shall end at 2400 hours Pacific Standard Time on the
date of termination of this Agreement.

(g) "Date of Continuous Operation" as to each .

Plant means (i) the date fixed by Supply System as the point

in time when the Tiant iE ready to be operated on a con-

tinuous basis, or (ii) in the case of any Plant jointly
owned, such date as may be fixed in conformity with the

applicable ownership agreement between the Plant owners when

such Plant is ready to be operated on a continuous basis.
.

(h) " Development Bonds" means the bonds here-

tofore issued'and sold by Supply System pursuant to Reso-

( lution No. * adopted by the Board of Directors of

Supply System on 1975._,

(i) " Elective Capital Additions" means additions

and betterments that are neither necessary to achieve design

capability nor required by governmental agencies having
jurisdiction.

(j) " Federal System" means the Federal Columbia

River Power System.

; *It is expected that this resolution will be adopted in
June, 1975.

i

'
.

9. Sec. 1
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)is required under the Bond Resolution to pay in each Con-

tract Year into ~ the various funds provided for in the Bond

Resolution from the Revenue Fund, as therein defined, for

debt service and all other purposes and (ii) in the event '

other funds,' including proceeds of sale of the Bonds, are

not available,
"

amounts necessary to pay the principal of,
and interest and premium, if any, on any Development Bonds

I

outstanding. The Annual Budget shall identify the source of
all funds proposed to be expended.

(b) " Billing Statement" means the written state-

ment prepared by Supply System and delivered to Participant
that shows the' amount to be paid, including the cost of

)fuel, to Supply System by the Participant for the Partic-, '

ipant's Share for a Contract Year, or for the remainder of

such Contract Year in the case of an amended Billing Statement

adopted to reflect an amended Annual Budget or a change in
the Participant's Share.

Such amount shall be the sum of (i)
the amount determined by multiplying the Participant's Share

by the amount of the Annual Budget or the amended Annual

Budget, as the case may be, less any other funds, including
any. amounts payable under the Power Sales Agreements, which

shall be specified in the Annual Budget, or an amended

Annual Budget, as being payable from sources other than the

1

6. Sec. 1

.

O Q( = +=Mw y -p -4 n - -- r v v - e a



e --

.

..

(o) "Po rticipant's Sharc" meann the Participant 's

Preliminary Share adjusted as prov.ided in Sections 5, 17 and

18 of this Agreement.

(p) " Plant" means one of the generating plants

described in Exhibit B*, attached hereto.

(q) " Power Sales Agreements" means the agreements

forthesale"andhurchase$ofpowerandenergy, including

project capability, from the Projects enterc6 into by Supply-

System and any purchasers other than the Participants of

power and energy or output from the Projects, substantially

* in the form of the drafts dated ** on file with

the Participant.

(r) " Projects" means Supply System's ownership

( interest in the generating plants and related properties
,

*

described in Exhibit B*, attached hereto, which in any event

shall conform to the description of the Projects in the Bond

Resolution which authorizes the issuance- of Bonds in an

amount sufficient to pay the cost of acquiring and con-

structing the Projects. *

*This exhibit will be completed and attached later pursuant
to the provisions ~of the Option and Services Agreement.
** Drafts of these agreements will be submitted to Option Par-
ticipant prior to its entering into the Participants' Agree-
ment and thereafter a copy of the form of such agreements
will be filed with the Option Participant.

11. Sec. 1
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' (d) " Bond Renolution" means t.hu rer:olution or,-

't

'I
i resolutions adopted or supplemented by Supply System, as the

same may be amended or supplemented, tc authorize the Bonds.

A copy of the draft dated 19 * of, ,.

the first Bond Resolution has been filed with the Participant.
~

The first Bond Resolution to be adopted'by the Board of

Directors of Supply System shall be substantially in the

form and content of said draft Resolution. All modifica-

tions shall be reviewed by the Participants' Committee as

*
provided in Section 15.

~(c) " Construction Budget" means the Supply Sys-*

tem's construction budget referred to in Section 8(a) and

any amended construction budget as therein provided. )

(f) " Contract Year" means the 12-month period

commencing 2400 hours Pacific Standard Time on June 30 of

each year during the term of this contract and ending 2400

hours on the June 30 next following, provided, that the

first Contract Year shall commence at 2400 hours Pacific
'

Standard Time on the date immediately preceding (i) the

earliest of the Dates of Continuous Operation of any of the

Plants or (ii) on July-1, 19 ** , or (iii) the date one

year after the date of termination of a Project as provided

*A summary of the draft to be filed is now on file with
the Option Participant.
**See footnote on page 5. t

8. Sec. 1
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aliability, safety and expedit. ion. Prudent Util'ity

.ctice shall apply not only to functional parts of a Plant

but also to appropriate structures, landscaping, painting,

t ' signs, lighting, or facilities and public relations programs

reasonably designed to promote public enjoyment, under-

standing and acceptance of a Plant. Prudent Utility Practice

is not intended to be limited to the optimum practice,

nethod or act, to the exclusion of all others, but rather to

be a spectrum of possible practices, methods or acts. In

evaluating whether any matter conforms to Prudent Utility

' Practice, the parties and any Project Consultant shall take

into account.(i) the fact that Supply System is,a municipal

corporation and operating agency under the laws of the State
('

of Washington with the statutory duties and responsibilities-

thereof and (ii) the objectives to integrate the Project

Capability with the generating resources, primarily of the

Participants, including such resources and electric power

and energy purchased under contract, and secondarily of the

Federal System, to achieve optimum utilization of the resources

and achieve efficient and economical operation of each

system, primarily as to the Participants and secondarily as

to the Federal System...Nothing in this Agreement shall be

construed as an obligation of Bonneville to operate its

| .

k 13 Sec. 1
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(k) " Minimum Capabili t y" means the :ai n i. mum elec- )
trical generating capability of a Plant as determihed by

Supply System or, in the case of any jointly owned Plant,

the minimum electrical generating capability of a Plant as
-

det' ermined in accordance with the appropriate ownership

agreement'to be as.near as may be, but not less than, the

minimum generating capability for each Plant permitted by

the manufacturer's recommendation or by the terms of the

United States Nuclear Regulatory Commission ( " N RC'* ) oper-

ating license, whichever is higher.

(1) " Participants" means those entities which are

specified in Exhibit A*, attached hereto, and which enter

into a Participants' Agreement.
J

(m) " Participants' Agreements" mean this Agree-

ment and all other agreements substantially identical to

this Agreement entered into by Supply System, Bonneville and

the Participants.

(n) " Participant's Preliminary Share" means the

decimal fraction share of Project Capability set opposite

the name of the Participant in, Exhibit A.*

*This exhibit will be completed and attached later pursuant
to the provisions of the Option and Services Agreement.

- 10. Sec. 1
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4. Financing, Design, Cons t ruc l. io n , Operation

and Maintenance of thu Proiccts.

(a) Supply _ System, .in good faith and in accor-

dance with Prudent Utility Practice, shall use its best
'

efforts:

(i_L To arrange for the financing, design,

acquisition, construction, operation and maintenance of the

. Plants;.

(ii) To obtain, or arrange for obtaining,

permits and other rights and regulatory approvals necessary

for the financing, design, acquisition, cons'.ruc tion , operation

and maintenance of the Plants;

(iii)- To issue and sell Bonds to finance the
(

costs of construction of the Projects, as such costs are de-
.

fined in the Bond Resolution, to pay or provide for the

payment of the principal, interest, and premium, if any, on

the outstanding Development Bonds and to finance the costs

of any capital additions, renewals, repairs, replacements,

or modifications to the Projects, not otherwise provided

for, all as provided in the Bond Resolution, provided, that

in each such case Bonds may then be legally issued and sold.

(iv) To complete, or arrange for the com-

pletion of, all appropriate planning and engineering studies

'

.

,

I 15. Sec. 4
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(s) " Project Capability" means the amounts of

electric power _and.cnergy, if any, which the Projects are

capabic of generating at any particular time (inc~luding

times when any or all of the Projects are not operable or -

operating or the operation thereof is suspended, inter-
_

rupted, interfered with, reduced or curtailed, in each case
in whole or in part for any reason whatsoever) , less Project'

station une and losses.

(t) " Project Consultant" means an individual or

firm, of national reputation having demonstrated expertise
in the field'of the matter or item referred to it, appointed

among other things, for the resolution of a difference

regarding a matter or item referred by Supply System. A

. different Project Consultant may be appointed for each

matter or item referred.

(u) " Prudent Utility Practice" at a particular _ .

time means any of the practices, methods and acts, which, in

'the exercise of reasonable judgment in light of the facts

(including but not limited to the practices, methods and

acts engaged in or approved by a significant portion of the

electrical utility industry prior thereto) known at the time

the decision was made, would have been expected to accomplish

the desired result at the lowest reasonable cost consistent

i

12. Sec. 1
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- be automatically decrcaued, pro rata'with other cuch Par-

ticipants' Prcliminary Sharcs, so that.the total Partici-

pants' Shares shall equal 1.0. If the sum of the Partici-

pants' Preliminary Shares of the Participants who have
executed and delivered the Participants' Agrecments by

* 4975, is less than 1.0, Supply System may, ,

agree with any Participant to an increase in its Prcliminary
Share or may execute Participants' Agreements with any other'

statutory preference customers of Bonneville, in order to

bring the total of such shares to 1.0. In such event a new
.

Exhibit- A shall be prepared by Supply System and shall be

distributed to the Participants forthwith.

The purchase price to be paid for each Contract
4
1

Year by the Participant to Supply System for its Partic-.

.

ipant's Share shall be the amount specified in the Billing

Statement.
-

6. Payments by the Participant; Sources of
Such Payments.

(a) Not less than 90 days prior to each Contract

Year, Supply System shall prepare and deliver to the Par-

ticipant a Billing Statement showing'the amount to be paid
.

*This date will be at least 90 days after the date of
delivery of signatory copics of the Participants' Agree-
mont pursuant to Section 3(d) of the Option and Services
Agreement.

.

..

I Secs. 5 and 617.
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resources in a manner which would lensen the amount of ,

electric. power and energy.availabl.e to it from such re-

sources.

'2. Exhibits.*

Exhibits A through D are by this reference in-
~

corporated herein and made a part of this Agreement, namely:

Exhibit A - Table of Participants and Partici-

pants' Shares;

Exhibit B - Description of Plants;

*

Exhibit C - Point (s) of Delivery for Projects;

- Exhibit D - Provisions Required by Statute or

Executive Order.

3. Term of Agreement. )

This Agreement shall be effective upon execution
'

and delivery of Participants' Agreements by Supply System

and Pa'-ticipants whose Participants' Preliminary Shares

total 1.0 or more. This Agreement shall terminate when all

Projects are terminated as provided in Section 13 except .(i)

as provided in Section 13 and (ii) as to accrued obligations

and liabilities, including the retirement of all Bonds.

.

*These exhibits will be completed and attached later pur-
suant to the provisions of the Option and Services Agree-
ment.

)
14. Secs. 1, 2 and 3
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provided that the postmark indicaten that the payment was

mailed on or beforc'such day. If the twenty-fifth day of

the month is a Sunday or other nonbusiness day of the Par-

ticipant, the next following business day shall be the last
.

day on which payment may be mailed.without addition of said

charges. . _ , ,,

In any event the Participant shall pay by the

twenty-fifth day of the last month in each Contract Year the
.

difference, if any, between the total amounts paid by Par-

ticipant to Supply System during that Contract Year and the*

total amount billed to it by Supply System as herein pro-

vided.
.

(c) The Participant shall not be required to make
I.

any payments to Supply System under this Agrc ement except.

from the revenues derived by the Participant from the owner-
,

ship and operation of its electric utility properties. The

Participant covenants and agrees that it will establish,

maintain and collect rates or charges for power and energy

and other services, facilities and commodities sold, fur-

nished or supplied by it through any of its electric utility

properties which shall be adequate to provide revenues

sufficient to enable the Participant to make the payments to

be made by it to Supply System under this Agreement and to

19. Sec. 6
s
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and t.o construct and acquire, or arrancle for the construction

and acquisition of, the Plants in accordance with Prudent
,

Utility Practice. Supply System shall use its best efforts

to. schedule the Date of Continuous Operation of each Plant

as near as may be to the date for each Plant set forth

below:

Nuclear Project No. 4 March 1982

Skagit Project, Unit 1 July 1982

Nuclear Project No. 5 March 1983

Skagit Project, Unit 2 July 1984

(b) Supply System shall operate and maintain the

Plants, or cause the Plants to be operated and maintained,

in accordance with Prudent Utility Practice and so as to
.

meet the requirements of government agencies having juris-
diction.

5. Sale and Purchase of Participant's Share.

Supply System hereby sells, and the Participant

hereby purchases, its Participant's Share of Project Capa-
bility. The Participant's Share shall be the Participant's
Preliminary Share; provided that if the sum of the Partic-

ipants' Preliminary Shares of the Participants who shall

have executed and delivered Participants' Agreements is
greater than 1.0, the Participant's Preliminary Share shall

.

..

16 . - Secs. 4 and 5
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Participant shall be at a point of delivery as agreed to by
~

y
Supply System -and . the Participant. Sucli electric power and

energy,shall.be in the form of three-phase current, alter-
nating at a frequency of approximately 60 He.rtz. Amounts so

~ delivered at such points durin~g each' month shall be deter- .

mined from measurements. adjusted for losses, if any, as

agreed upon by| Supply System and Eonneville or the Partici-

pant, made by: meters . installed to record'such deliveries at

the place and'in the circuit agreed upon by Supply System

and Bonneville or the Participant, all as may be appro-

priate.-

8. Budget and Accounting Procedures.

(a) The parties hereby approve Supply System's

~

Construction Uudgets in connection with each of the Pro-

jects, a copy of each of which is on file with the parties.*

By April 1 of each year until completion of construction of

each Project, Supply System shall prepare and' deliver to the

Participant and the Participants' Committee an amended

Construction Budget for each Project, describing the items

of construction and the estimated amounts to be expended

therefor in each quarter from the succeeding July 1 to

* Copies of such budgets will be filed with the Participant
at the time it authorizes entry into the Participants'
Agreement.

. I.
21. Secs. 7 and 8
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by the Participant for such Contract Year. Whenever during )

a Contract Year the Annual Budget is amended or Partici-
,

! .

j pant's Share is changed from that used in the Billing State-

ment for that Contract Year, an amended Billing Statement
.

shall be prepared for the remainder of that Contract Year

reflecting such amendment or change and shall be delivered
.

to the Participant.
'

(b) On or before the 25th day of each month of

each Contract Year the Participant shall pay to Supply

System the amount specified in the- Billing S tatement, di-

vided by the number of months in the respective Contract

Year, or in the case of an Amended Billing Statenent, the

amount specified in such Amended Billing Statement divided
)

.

by the number of months remaining in such Contract Year.

Amounts due and not paid by the Participant

on or before the close of business on the 25th day of the

month shall bear an additional charge of two percent of the

unpaid amount. Thereafter, a further charge of one percent

of the sum of the initial amount remaining unpaid and said

additional charge shall be added on the twenty-fifth day of

each succeeding month until-the initial amount due and the

additional charge are paid in full. Remittances received by

mail will be accepted.without assessment of said charges,

18. Sec. 6 ;
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' ' 'get for the Projects for the period from such date

/ -rollowing July 1. Thereafter, on or before April 1

.ach Contract Year Supply System shall deliver to the
.

!

/ .articipant and the Participants' Committee a similar Annual
/

.' Budget for the next succeeding Contract Year, which budgets
.

| .-

/ shall take into a6 count the cumulative difference between
income and expenditures for the prior Contract Year and

' provide for adjustment, as necessary, of the appropriate

working cash fund.

All taxes and payments in lieu of taxes with*

respect.to the Projects imposed and required by law to be
.

paid by Supply System, and which are due and payable in a

f Contract Year, shall be included in the Annual Budget for
~ '

that Contract Year as a Project cost. To the extent Supply

System is permitted by law to negotiate for payments in lieu
of taxes or other negotiated payments to state or local

taxing entitites, the Annual Dudget shall also include, for

each Project, the amounts of such negotiated payments;

provided,-that Supply System shall not agree to any such

negotiated payment if in any Contract Year the sum of such

negotiated payments and taxes and payments in lieu of taxes

imposed by law, applicable to any Project, would exceed the
total amount of ad valorem taxes applicable to that Project

(
23. Sec. 8

.

4

' - - - - - . . .



.

,w .
-

:

.

.

pay all other charges and obligations payabic: f rora or con- .

J
stituting a charge and lien upon such revenues.

.The Participant shall male the paynents to be

.made to Supply System under this Agreeme nt whether or not

any of the Projects is completed, operable or operating and

notwithstanding the suspension, interruption, interference,

reduction or curt ilment of the output of any Project for

any reason whatsoever in whole or in part. Such payments -

shall not be subject to any reduction, whether by offset or

otherwise, and shall not be conditioned upon the performance
.

or nonperformance by Bonneville, Supply System or any other

Particip' ant under this or any other agreement or instrument,
,

the remedy for any non-performance being limited to man-

damus, specific performance or other legal or equitable

remedy.

7. Provisions Relating to Delivery.

Deliveries of electric power and energy for the

account of the Participant shall be made to the transmission

grid of the Federal System at the respective points of

: delivery and at the approximate voltage described in Exhibit
I

t C, attached hereto, to be prepared by' Supply System pursuant
!

,

to agreements entered into with Bonneville. In the absence

of such an agreement with Bonneville, deliveries to the

!

20. Secs. 6 and 7
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Cc::unittee prior to such time, or (ii) with respect to any |
k l

jointly-owned Plant, upon approval by the appropqiate Plant
owners' committee.

.

(c) Accounting.

Supply System shall keep up-to-date books and

records showing all financial transactions and other ar-
.

rangements made in carrying out the terms of this Agreement.

Such books and reco'rds shall contain information supporting

the allocation of Supply System's indirect costs associated
with each Project. The method of allocating or prorating
such costs as between the Projects and other activities In

which Supply System may have an interest shcl1 be based upon
Prudent Utility Practice. Such books and records shall be

( retained by Supply System for three years and shall be made,

available for inspection and audit by the Participant and
the Participants' Committee at any reasonable time.

All accounts shall be kept so as to permit
conversion to the system of accounts prescribed for electric
utilities by the Federal Power Commission.

'

Any contract with any consultant or con-

tractor of Supply System providing for reimbursement of

costs or expenses of any kind shall require the keeping and
' maintenance of books, records, documents, and other evidence

.

25. Sec. 8
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estinated date of completion of such Project. Supply System )
shall deliver amended Construction Dudgets to the Partici-

pant and the Participants' Committee from time to time to

reflect substantial changes in construction schedules,

p1'ans, specifications, or costs. Amended Construction

Budgets for a succeeding -year and amended Construction

Budgets for a current year shall become effective (i) with

respect to each Project within 30 days, and 15 days, re-

spectively, after delivery, except for any item disapproved

by the Participants' Committee before such time, or (ii) in

the event a Plant is jointly owned, upon approval by the

appropriate Plant owners' committee, as the case may be.

A monthly Construction Budget report shall be
)

'

prepared by Supply System and filed with the Participants'

Committee showing by major plant accounts or contracts, the

cumulative amounts committed and the cumulative expendi-

tures.

(b) Except as provided in Section 13, at least 90

days prior to (i) the earliest Date of Continuous Operation,

or (ii) July 1, 198 * or (iii) the date one year after,

the date of termination of a Project as provided in Section

13, whichever occurs first, Supply System shall deliver to

the Participant and the Participants' Committee a proposed

.

*See footnot,e on page 5
,t

,

!
|
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Plan will be submitted with eacli Aitnual liiidget beginning

s

with the first such budget. Each Fuel Plan sliall be pre-

pared after consideration of the fuel supply arrangements,-

power generating. requirements and other operational aspects -

of cach Plant.

Supply System shall consult with the Par -

ticipants' Committee and'shall prepare the initial Fuel

Plans consistent with the foregoing subsection (a). As to

each Plant (i) for which there is no fuel fabrication com-

mitment, or'(ii) for which the initial fuel fabrication.

commitment has _ been completed less than four months prior to

the submittal'date for the initial Fuel Plan, the Fuel Plan
I shall be limited to a description of the present and pro-

'

posed Fuel contract' arrangements. All other Fuel' Plans

shall describe in detail each contemplated action and' pay-

ment and the dates thereof separately for each Participant,
t

the amount of net energy available from the Projects in each

Contract Year (Annual Energy Avc i' ebility) and, separately

for each Plant core usage, D- g r. urnup and estimated,

fueling dates. It shall instude a cash flow analysis of

forecasted expenditures and credits for each Participant for

each major component of the Fuel cycle by years, for the

,,

f

I
27. Sec. 9
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'which Supply System would have paid in that year to such

taxing entities if the Project or portion thereof, within

the boundaries of each such taxing entity, were subject to
-

-

ad valorem' taxes and its va'luation for tax p2rposes were

added to the valu'a~ tion of the property subject to ad valorem

taxes by such taxing entity, but with its millage rate

" reduced so that the amount of ad valorem taxes raised would

be unchanged. -

Notwithstanding any other provision of this

Agreement, costs may be incurred by Supply System in an

emergency or to protect the safety of any of the Projects or
,

the public, and any such costs, not otherwise provided for, )

shall be added to the Annual Budget as incurred. Promptly
.

after any such addition to the Annual Budget, and prior to

expenditures of any other funds not contemplated in the

effective Annual Budget, . Supply System shall deliver an

amended' Annual Budget reflecting such additions to the

Participant and the Participants' Committee.

The Annual Budget and any amended Annual

Budget shall become effective (i) with respect ~to each

Project, within 30 days and 15 days, respectively, after

delivery except for any item disapproved by the Participants'

'

u ,

24. Sec. 8
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Committen for approval its determination for that Plant of

(i) the.next fueling date (Forecast Refueling Date), (ii).

the kilowatt-hours of net energy available to each Par-

ticipant to the Forecast Refueling Date (Energy Entitle-

ment) ,- (iii) the estimated cost per kilowatt-hour of each

Participant's Energy Entitlement and (iv) the outage sched-

ule for maintenance. Supply System shall periodically

review such determinations with the Participants' Committea,

revise such determinations as necessary and submit them to
,

the Participants' Committee for approval.
,

(d), Supply System shall order for each Project at

1 east the amount of Fuel necessary to ensure operation of
[

such Project at Minimum capability to the Forecast Refueling.

Date for such Project; provided, however, that to the extent

any Participant has arranged, pursuant to Section 10(d) for

the delivery of alternative capacity and energy to the
'

Participants requesting operation, Supply System may order
_

only the amouat of Fuel for such Project such that the

available capacity and energy output from all Projects plus

the alternate capacity and energy so arranged for is at
_

least equal to.the amount'of capacity and energy the re-

questing Participants are entitled to from the Projects
until the Forecast Refueling Date of the respective Plant.

(

29. Sec. 9
L
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pertaining to the costs and expenses incurred or claimed )

under such contrdet to the extent and in suel. detail as will
.

properly reflect all costs related to this Agrecment and

shall requira such books, records, documents and evidence to
Ebc made available to the Participants' Committee at all
reasonable times ~for rev'iew and audit for a period of three

years af ter final settlement of the applicable contracts.
9. Fuel.

(a) For each Project for which Supply System has

operational responsibility, Supply System shall use its best,

efforts ,to arrange for Fuel in amounts such that each Par-
ticipant, acting singly or as a member of a group of Par-

ticipants, may utilize its Participant's Share of the Pro-
.

ject Capability in a manner which such Participant estimates
will be best suited to its individual system needs.

-

~

(b) On or before July 1, 1977, and annually
thereafter by each July 1 until the earliest Date of Con-

tinuous Operation of any of the Plants for*which the Supply
System has. operational responsibility, Supply System shall

prepare and submit to the Participants' Committec for ap-
proval a ten-year Fuel Management Plan (" Fuel Plan") for
each Plant for which Supply System has Fuel commitments and
operational responsibility. Each year thereafter, the Fuel

.

|
|

l I
e

,.
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deliver to the Part.icipant, a detailed final decounting for

F such Fuel batch of all costs,' payments and c'n*crgy and for .

:any credits or deficits attributable to any Participant. -

,

'

(g) Supply System shall include on )he Eillin'g~

Statement for each Contract Year (i) a provisional charge
'

'for Fuel equal to the estimated not cost to Supply System,'

as shown in the cash flow included in the current Fuel Pla'n

in accordance with Section (b)'above, for providing th.e " '

' amount of Fuel rcquired to gederate'the Participant's Annual

Energy Availability for such Contract Year, and (ii) any;

credits or debits attributable to the Participant necessary
''

to adjust the provisional payment for the previous' Contract

Year to net actual' Fuel costs for such year. Such adjust-
'

: ments shall take into account, among other things, the dif-
,

ference between estimated and actual Fuel cos't recovery from '
. -

~

the reprocessing of any Fuel batch during such year and any.

difference between the Participant's Annual Energy Avail-'

ability and Participant's actual energy use from' the Pro-
,

jects, but shall not take into account any energy adjust-

ments between. Participants made under Sections 9 (e) and

10(d). -
.

10. Scheduling.

'

(a) Within the constraints of Section 9 and of

this Section 10, each Participant shall be entitled to '

.

.

( 31. Secs. 9 and 10

.

.

- - - ^ - = " ^
,,.c mc, , , . _ , .m_ _-,.,r,m.,r. ... ms,, m_,,,.. , , - , _ _ ,,,,,m,__,_.,,,_-,w,...,,., -- 3,



.

__

. * -

e

entire ten-year period, and cash flow by months, for the
i

.first five years of that period.
.

Each Participant'shall furnish to supply

System, as requested,: forecasts of its generating require-

. men s from the Projects. -Supply System shall use sucht

forecasts in projaring each Fuel Plan. For the ten-year

period of each Fuel Plan the net energy available to the

Participants shall, to the extent practicable (1) equal the

Participants' forecasted generating requirements for such

period, and (ii) be available at times and-in amounts suf-

~ ficient--to meet the Participants' forecasted generating

requirements'from the Projects. Supply S'ystem shall amend

the Fuel Plan as reasonably required to reflect changes in l
conditions unforeseen at the time the Fuel Plan was pre-

'

pared, and sliall submit such amended Fuel Plan to the Par-

ticipants' Committee for approval. Supply System s1 .1

arrange to secure Fuel and refuel each Plant or, to the

extent possible under any respective Plant ownership agree-

ment, cause a Plant'to be refueled, in a manner which

implements the Fuel Plan to the extent reasonably prac-

ticable.

(c) At the time of fueling or refueling of any

f Plant, Supply System shall submit to the Participants'

L

'
28. 'Sec. 9
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k submit same'to the Participants' Commi ttee for approval as

to the time and duration thereof as far in advance as prac-
'

.ticablc. Notwithstanding the foregoing, any Plant may be

shut down to meet requirements of.the NRC or other govern-
.

mental agency.having jurisdiction.or to avoid hazard to the

Plant or to eny pbrson or property.

(d) Except as otherwise provided herein, each

' Participant shall schedule energy from the Projects in such
a manner that its Energy Entitlement is adequate to maintain.

its Participant's Share of Minimum Capability until th' e . next

Forecast Refueling Date; provided, that a Participant may

require that one or more Plants not be operated during any

( period by arranging for delivery of alternative capacity and
energy at such points of delivery to the Participants re--

questing operation equivalent to the amount of capacity and

energy which 'rould have been available to such Participants~

from their Participants' Shares during such period, and such

requesting Participants shall pay the supplying Participant

a percentage of the amount of incremental savings which the

requesting Participants realize from the displacement of

energy from the Projects, which percentage and amount of

savings shall be as agreed by the Participants involved;

i

!
!

! 33. Sec. 10
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(c) Any Participant may require that the Forecast

/ P.cfueling Date of a Plant be advanced or delayed and/or may
-

use the Energy Entitlement of other Participants if such

' Participant (i) makes arrangements for delivery of alter-
,

native capacity and energy at the Plant point of delivery
equivalent to the amount of capacity'and energy which would

have been available to such other Participants from their

Participant's Share if the Forecast Refueling Date for such

Plant had not been advanced or delayed or such Energy Enti-

tlement had not been used by the requiring Participant, or

(ii) makes other arrangements acceptable to the affected
'

Participants including, but not limited to, payments for

Fuel used and/or making a portion of such requiring Partic-.

ipant's Share of Project Capability available for use by
other Participants; provided, that neither the advancing or
delaying of srch Forecast Refueling Dates nor the use of

anotler Participant's Energy Entitlement shall (i) adversely
affect the availability of capacity and energy to which any,

other Participant otherwise would have been entitled from

such Project, or (ii) adversely af fect any other Partici-
pant's costs for such capacity and energy.

(f) Af ter reprocessing of a Fuel batch removed
'

from the core of a Plant, Supply System shall make and
.

30. Sec. 9 i|
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(f} Pederal S,/ntem and Reactive Pouer Scheduljyg.
1

It is the intent of the parties hereto that the voltage

level at the points of delivery _related to the Plants and
the Federal System be controlled in accordance with good'

operating practice. The parties hereto shall jointly plan

and operate their systems so that the flow of reactive power

accompanying or esulting from deliveries of electric power

and energy hereunder will not adversely affect the trans-
.

mission system of any party or any other Participant.
At the request of Bonneville with respect to

periods when any of the P1 arts are generating electricity,-

Supply System _ shall cuppl'y, or make arrangementu to supply,

reactive power to, or absorb reactive power from, the Federal
l System at the appropriate point of delivery during any hour-

in amounts (expressed in reactive kilovolt amperes) up to 25.

percent of the Project capability of a particular Project.
Under unusual or emergency conditions on the

.

Federal System, Supply System will, at the request of Bon-

neville, (1) supply to, or absorb from, the rederal System
additional amounts from the Plants of reactive power and (2)

adjust the hourly schedules for Project Capability between
Plants to the extent determined practicable by Supply Sys-

tem.

35. Sec. 10

.

l
.

4

_ _ - . . - - . . -, y .>- _- r-



_ . . . _ _ _ _ = _ _ _ . _ _ .-.

_.

,

?
'

[*' .

receive, as scheduled by it, 'all or any part o:. its Par-

ticipant's Share.. Supply System promptly shall notify each

Participant and Donneville, as appropriate, of any signif-

icant change ~in. Project capability.

(b) By 4:00-p.m. on each regular working day,

each Participant acting singly or as a nember of a' group of
,

Participants or Donneville, as appropriate, shall submit its

- . hourly schedule for the following day to Supply System

except that such schedule shall be submitted for a holiday,'

Saturday, Sunday, and for the first following regular work-
. .

ing day by 4:00 p.m. on the regular working day immediately
~

preceding. Such hourly schedules may be changed at any

time; provided, that if the total requested changes in the
,

level of operation of the. Plants require a rate of change of

the output of any Plant in excess of the lower of that-

prescribed either by the manufacturer's warranty or by the

NRC operating license,"cach Participant whose scheduled rate

of change is in excess of its Participant's Chare of the

lower of the prescribed limit shall be limited proportion-
,

ately so that the total rate of change of such Plant does,-
l' .

not exceed such lower of the prescribed rate of change for

that Plant.

(c) In addition to forecasted refueling outages,

Supply System shall schedule generating plant outages and

.

)

.

32. Sec. 10
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.h proceeds of such insurance received by Supply System for

loss or damage'to any Project shall be used to repitir such
'

Project.

12. Traininq.

Supply System shall carry out.a familiarization*

;

and' training program to maintain adequate staff ~for the>

- Projects and-the expenses thereof shall be part of'the
direct or indirect costs of construction or costs of op-

eration as appropriate.
.

13. End of the Projects; Termination Settlement.
't

(a) As to any Plant solely owned by Supply Sys-
<

tem: _
.

(i) A Project shall be terminated and Supply

System shall cause it to be salvaged, discontinued, decom-.

,
,

missioned, and disposed of or sold in whole or in part to

the highest bidder (s) or disposed of in such other manner as

Supply Systen,and the Participants' Committee may agree
'

when:

(A) Supply System detern.ines that it is

unable to construct, operate or proceed as owner of such
!

Project due to licensing, or operating conditions or other

causes which are beyond its control.
-'

a

.

37. Secs. 11, 12 and 13
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provided further, that requiring non-operation of any Plant

will not (i) . adversely affect the availability of~ capacity
and energy to which any other Participant otherwise would

have b'cen entitled from such Project, or (ii) adversely

affect.any other Participant's costs for such capacity and
energy. '

If"Tulfill'ing the schedules submitted by the
Participants. would require operation of the Plants at an

' operating level below the Minimum Capability of any Plant,

Supply System shall immediately notify all Participants.

Unless otherwise agreed by the Participants as provided in

the preceding paragraph, the Participants whose schedules

are greater than their Participants' Shares of such Minimum

Capability shall take energy as provided by such schedules, ),

and the other Participants shall adjust their amounts to be-

taken proportionally to their Participants' Shares in an

amount equal to the remainder of such Minimum capability.

(e) When testing of Plant facilities requires

generation, each Participant shall make provision for ac-

ceptance of its Participant's Share of such generation.
Supply System will notify Participants of test schedules as
far in advance as practicable.

34. Sec. 10

1

*

t ,



n. - - .-. ___ __ _ _ - _ _ _ _ _ _ - _ _-_-_ ______-__ _ ___

m .. _

'
.

.
.

. . -

I .

all of Supply System's accruedbut shall not be limited'to,
,

I costs and. liabilities resulting from Supply System's owner-,

,

ship, construction, operation (includir.g cost of fuel) ,
,

maintenance of and renewals and replacements to such Project -

and-the~ costs of salvage, discontinuance and disposition or

sale thereof.

(iii) The final accounting statement shall
.

credit to the Participants, and deduct from any amount

otherwise chargeable to them, the fair market value of any

assets related to any Project then retained by Supply Sys-

tem. If the final accounting statement (s) show that the

costs referre'd 'to in Subsection (ii) above exceed such

(- credits after application by Supply System of all other
.

funds availabic for such purpose, the Participant shall pay

Supply Systen a sum determined by multiplying the amount

shown'to be due in Supply System's final accounting state-

ment (s) by the Participant's Share.

(b) As to any Plant jointly owned by Supply.

System, subject to the agree acnt between the owners of such

Plant, Supply System shall comply with the provisions of

Subsections (a) (ii) and (iii) of this Section in substan-
tially the same manner as if the properties and facilities

comprising the Plants were wholly owned by Supply System.

( 39. Sec. 13<
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(g) Deviations. The parties shall hold devia- ;

tions from' schedule to a minimum and shall correct therefor
as promptly as possible under conditions appro.<imately-~

equivalent to the conditions under which the deviation
.

occurred. The amounts scheduled for delivery shall be
.

e
deemed delivered.-

(h) The parties shall coordinate their operating
i ii' plans to the extent practicable so that Planc ava lab l ty,

Plant maintenance schedules and Plant Fuel Plans are con-
sistent with the operating plans of the Participants and

Bonneville. To the extent that Bonneville develops an

operating plan which includes the use of Project capability

- pursuant to agreements with the Participants it shall do so
)

in consultation with Supply System.-

11. Insurance.

Supply System shall maintain in force, for the

benefit of ti.e Projects and the Participants as their re-

spective interests shall appear, as a Project expense, such
'

insurance as will satisfy the requirements o'f the Bond

Resolution and any other applicable statutes, and such other

insurance as Supply System may provide with the written con-

currence of Participants holding two-thirds or more of the

total Participants' Shares. Subject to Section 13, any

36. Secs. 10 and 11 ;*
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may be adjusted from time to time upon prior agreement be-

tween. Supply System and Donneville to ta.:e into account sub-

stantial' changes in the overall operation and maintenance

procedures during such Contract Year. ,

15. Project Committees.
_

The following Project Committees are hereby

. established:
(a) Participants' Committee. The Participants'

Committee shall serve as the Committee for o.ach Plant solely
.

owned by Supply System and shall also perform such other
"

duties as herein provided and which are not within the scope
'

and authority of any other Project Committee.

I (i) Not suore than 30 days after the date of

this Agreement, and thereafter not less than 30 nor more

than 60 days prior to July 1 of each succeeding third year,

the Participants shall form the Participants' Committee

which shall be composed of not less than two nor more than'

seven members. Supply System shall give each Participant

not less than 15 days' notice stating the time and place at

which a meeting of representatives of the Participants shall

be held for such purpose. Prior to the time of such meeting

the Participant shall deliver a notice to Supply System of

41. Secs. 15 and 16
(
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(D) Supply System with the written
~\

concurrence of members of the Participants' Committee rep-

resenting two-thirds-or more of the tatal Participants'
Shares of Project. Capability determines that such Project is

not capable of pr_oducing energy consistent with Prudent

Utility Practice.

(C) The Participants' Ccmmittee directs

Supply System to terminate a Project pursuant to Section

19(a).
.

The date of termination shall be the earliest
of the dates of the termination under subsections (A), (B)

and (C) above.

(ii)
After such termination, Supply System shall )

undertake the decommissioning of such Project. Supply

System shall make monthly accounting statements to the

Participant of all costs associated therewith. Such monthly,

accounting ntatements shall continue until such Project has

been salvaged, discontinued, decommission *ed and finally

disposed of hereunder, at which time a final accounting
statement shall be made by Supply System and such final

accounting statement shall be made at the earliest rea-

sonabic time. The costs of decommissioning shall include,

38. Sec. 13 ,t

---- . -- ,_.



. ._ --.

_

'

...
i

!

.

(1

/ Shares shall constitute a quorum. All meetings o,f the~

Committee shall be open ~ to attendance ' by ' any person autho-

rized by--any of the Participants. 'Except as herein pro-

vided, the calling and -holding of n.cetings of the Committee,

and~all of.its other-proceedings,-including the giving of
a

notices,-shall~be governed'by rul'es adopted from time to

time by members of the Committee entitled to vote two-thirds.

or more of the Participants' Shares.

(iii) Except in the-event of an emergency'

requiring immediate action, with respect to a Plant solely
owned by St.pply System, Supply System shall deliver to each

'

member of the Participants' Committee a copy of each of the
.( items listed below relating to the Plant together with a

1 .

statement identifying the general nature of the action

proposed to be taken by Supply System thereon (referred to

! hereinafter as " proposal"). Whenever appropriate, Supply

System sha)1 also deliver itemized cost estimates and other'

details sufficient to support a comprehensive review,
.

including but not limited to, a copy of all supporting'

4 '

reports, analyses, recommendations or other documents per-

taining thereto. Copics.thereof shall be delivered to the
!

Participant upon its request.

!
'

l- 43. Sec. 15
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(c) Upon termination of all of the Projects,
i

Supply Syste.n shall make monthly accounting statements to

the Participant until all Bonds have bocn paid or funds set

aside for the payment or retirement thereof in accordance

with the Bond Resolution.

(d) The provisions of this Section and the pro-

visions of Section 6 shall remain in effect notwithstanding

termination of this Agreement pursuant to this Section.

14. Determination of Costs Associated With Nuclear
Projects Nos. 1, 3, 4 and S.

(a) Bonneville and Supply System, subject to

review by the Participants' Committee, shall determine in

advance of the completion of construction the method of
I

allocation oC plant construction costs between Nuclear Pro-

jects Nos. 1 and 4 and Nuclear Projects Nos. 3 and 5 in a

manner which will provide for the sharing by each said plant

in the savings which result from joint construction.

(b) In consultation with the Participants' Com-

mittee and, where appropriate, Plant owners, Bonneville and

Supply Systera shall determine in advance of each Contract

Year the method of allocation of operation and maintenance

costs which are not directly chargeable to a particular

plant operated by Supply System. Such method of allocation

40. Secc. 13 and 14 I
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designated. proposal-of Supply System, within 15 days after
. delivery of nuch proposal the proposal shall be doomed

approved. The notice of disapproval shall segregate the

items-lin the Supply System proposal:so that.the exact items

of difference are identified; items'in the proposal not

specifically disapproved shall become effective immediately.

Further, such notice of disapproval shall describe in what
.

particular the proposal or item is not' consistent with.
Prudent Utility Practice and recommend what would meet _that

.

standard.
..

(v) Any proposal made by Committee members

pursuant te Subsection (iii) above shall require approval of

( Committee members representing 80% or more of the-Partici-

pants' Shares,'and any such proposal so approved shall be

deemed finally approved unless Supply System delivers a

notice to each Committee member stating that it disapproves

of such proposal, within 15 days after approval by such 800

Euch notice shall comply with S'ubsection (iv)or more.

above.

(vi) Review of any proposal by the Partici-

pants' Committee and any disapproval or recomnendation re-

ferred to in Subsections (iv) and (v) shall be based solely

( 45. Sec. 15
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Its designation of the person or entity (thc "Representa-

tive") and an alternato (to serve in the absence or dis-
-ability of any such-Representative) to cast its vote for its

'

Participants' Committee mcmbers. Each Representative shall .

be entitled 'o cast a vote equal to the Participants' Sharesc

of the Participant (s) who designate such Representative and

more than one Representative may vote for the same person or

entity to be a' Committee member. The percors or entities,

up to seven, who receive the highest votes shall be members '

of the Committec; provided, where more than three Partici-

pants' Comm.i.ttee members are so chosen, no person or entity

shall serve hho is chosen by Representatives entitled to

vote loss than 3% of the Participants' Shares. Any vacancy )

on the Participants' Committee shall be filled by vote of

the Representatives who selected such Committee member.

(ii) Meetings of the Participants' Committeo

shall be held at least quarterly during the construction of

.the Project and at least semi-annually thereaf ter. Com-

mittee meetings may be called by Supply System or the Com-

mittee Chairman and timely notice of the time and place of

such meetings shall be given to each Committoc nomber. Each

member of the Committee, or an alternate designated in
,

i writing by him, shall be entitled to a vote equal to the

i amount of the Participants' Shares represented by him.

c

| Members representing more than 50% of the Participants'
i

42. Sec. 15
._________ _ _ _ _ _ _ _ _ _ - .
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functions and shall charge the reasonable costs of any such

services to nuch Project. Supply Systen shall pay such

expenses and costs from the revenues of such Project or from

Bond proceeds.

(ix) Supply System shall submit the fol-
_

lowing additional Matters relating to the Projects to the
, Participants' Committee for recommendation and may proceed

on such Matters only upon approval by Participants holding

80% or morc of the Participants' Shares:

Substantial change of the site of the
Project in conformity wit h Section
of the Bond Resolution.

.

Substantial change of the type or sup-

( plier of a nuclear steam supply system
or turbine generators.

Extension of insurance to any additional
unit or generating project.

Elective Capital Additions to a Project.

(x) The Participants' Committee shall main-

tain liaison with any review board established under any

" Trust-Agency Agreement", which the Participant may execute

with Bonneville and with the respective ownership commit-

tec (s) estab*ished under any ownership agreement to which

Supply System hereafter becomes a party.

47. Sec. 15
(
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Determination of Minimum capability.

~Any proposal made by Participants' Committee
.

members representing Participants' Shares
voting rights of-20% or more.

.

Construction budgets and changes therein
(Section 8(a)).
Award of any contract or approval of any~

change order, in either case in excess of
$2,000,000, or such other contracts as
determined by the Participantn' Committee.

Budgets of annual costs and revisions thereof
-

(Section 8 (b)) .
.

Fuel Plan, changes therein, and determina-
tions relating thereto (Section 9) .

.

Operating schedules (Section 10).-

Insurance coverage, including limits and
)

'

choice of insurers ' (Section 11) .
Estimates of costs of repair or damage to
the Project if in excess of $5,000,000,, rec-
ommendation whether to repair in whole or
in part or to remove from service and con-
struction budget for repair of Project.

|

Sales of salvage materials in excess of such
minimum amount as is established by the Par-
ticipants' Ccmraittee.

-

Change of an architect-engineer.'

; Bond Resolutions.

(iv) Unless notice is delivered to Supply'

System by Committee members representing 20% or more of the
,

Participants' Shares, stating that they disapprove of a

*

)

44. Sec. 15
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Any designation of such an a6ditional Project

No. 5 Committee member by a Participant may be rescinded by

written notico by such Participant to Supply System and the
.

votes of such additional remaining Project No. 5 Committee

member shalt be ratably adjusted, provided, however, that if

such notice reducen the Participants' Shares which such

Project No. 5 Committee member represents to less than 15t'

of the total Participants' Shares, his appointment shall be

rescinded by Supply System.

(c) Skagit Project Committee.

The Skagit Project Committee shall be the,

Committee established pursuant to Section of the Skagit
{

Project Ownership Agreement. Supply System, to the extent

practicable, shall refer any matter on a Skagit Project
Committee agenda to the Participants' Committee for review

prior to the vote of the Skagit Project Committee. If

Participants' Committcc members representing more than 50%

of the Participants' Shares vote to take a particular posi-

tion on a matter to be presented to the Skagit Project

Committee, Supply System shall cast its vote on such Com-

mittee in a manner which is consistent with such position or

may refer such matter to the Project Consultant as provided

I 49. Sec. 15
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on whether the Supply System pro <al or item is consistent

with Prudent Utility Practice.
,

(vii) Whenever a written disapproval and

recommendation are delivered as provided in Subsections (iv) .

'and (v) above, the party submitting the proposal may change

it to conform with such recommendation or make a new pro-

posal and shall in either' case follow t.he procedures set
.

forth above for a proposal or within seven days af ter re-

ceipt of such disapproval shall appoint a Project Consultant

acceptable tn the Committee and Supply System to review the

proposal or item in the manner described in Section 16. If

Supply System and the Committee shall not ag.rce upon the

selection of the Project Consultant, Supply System shall )

promptly request the Chief Judge of the UnitcJ States Dis-
,

trict Court for the judicial district of Washington in which

the Project is located to appoint the Project Consultant.

(viii) Supply System shall consider the

, recommendations of the engineering, accounting, legal and

professional personnel engaged by Participants' Committee to

monitor and audit such Project, to make periodic reports to

the Committee and to perform such other reasonab.f.e services

as may aid the Committee in the performance of its review

46. Sec. 15
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recommendation of the Project Consultant or as the parties

otherwise agree and shall becomo effective as and when

modified.

(b) All costs incurred by Supply System for or by

reason of employing a Project Censultant under this Agree-

ment shall be a cost of the respective Project.

(c) If any proposal or item referred to the.

Project Consultant has not been resolved and will affect the

continuous operation of the respective Project, Supply
,

System shall continue to operate the Project.

(d) The words " item" or " proposal" as used in

this Section means the item or proposal described including
the cost specified therefor.

,

17. Obligations in the Event of Defau''.t.
.

(a) Upon failure of the Participant to make any

payment in full when due under this Agreement or to perform

any obligation herein, Supply System may make demand upon

the Participant, and if said failure is not cured within 10

days from the date of such demand it shall constitute a

default at the expiration of such period.

(b) If the Participant in good faith disputes the

legal validi.ty of said demand, it shall make such payment or

perform such obligation within said 10 day period under

(

51. Secs. 16 and 17
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(b) Project No. 5 Committee.

, In the event Nuclear Pro ject No. 5 is jointly-

owned, .the Froject No. 5 Committee shall be the Committee

established pursuant to Section __ of the Nuclear Project
No. 5 Ownership Agreement.

Pursuant to said section Supply System shall

appoint a member of the Project No. 5 Committee to vote its

ownership Share of the Project; provided, that Supply System

shall appoint additional members if a Participant or group
,

of Participants holding 15% or more of the Participants'

Shares delive,r to Supply System a notice designating a

person or entity to be a member of the Proje:t No. 5 Com-
)

mittee. In the cycnt of more than three such designations

Supply System shall appoint the three designees representing

the 1argest amounts of Participants' Shares. No Participant
,

may make more than one such designation. In the event of

such additional appointments each so appointed member's voto

shall be calculated by multiplying the Participants' Shares

represented by such member by .35; provided, further, that

! if such member or members repre.aenting 28% or more of the

Participants' Shares vote to refer a matter to the Special
Board pursuant to Section of said Ownership Agreement,

,

Supply System shall also vote to so refer the matter.

i

I

48. Sec. 15
.
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perform.its obligations under its Participants' Agreement,

and'the Participant's Share of such defaulting Partici-

pant (s) shall be reduced correspondingly; provided, that the
sum of such increases for the Participant pursuant to this

,

Subsection shall not exceed, without consent of the Par-

ticipant, an accumulated maximum of 25% of the Participant's

Share.-

(c) If the Participant shall fail or refuse to

pay any amounts due to Supply System hereunder, the fact

that other Participants have assumed the obligation to make

such payments shall not relieve the Participant of its

liability for such payments, and the Partic.. pants assuming

such obligation, either individually or as a member of a

group, shall have a right to recovery from the Participant.

Supply System or any Participant as their interests may

appear, jointly or severally, may commence such suits,

actions or proceedings, at law or in equity, including suits

for specific performance, as may be necessary or appropriate

to enforce the obligations of this Agreement against Par-

ticipant.

18. Contingent Adjustment of Participants' Shares.

Notwithstanding anything in this Agreement to the

53. Secs. 17 and 18
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in Subsect *,on -(a) (vi) of this.Section and Sectio'n 16.

Supp'ly System shall arrange to have a person elected by its

Participants' Committee present at meeting.s of the Skagit

Project Committee.

16. Project Consultant.
,

;a) The Project Consultant shall consider all

written arguments and factual materials which have been

submitted to it by either party within the ten days fol-

lowing its appointment, and as promptly as possibic after

the expiration of such period, make a written determination

as to whether the proposal or item of Supply System would or

would not have been consistent with Prudent Utility Prac-
)

tico. If the Project Consultant determines that the pro-

posal or-item referred to it was not concircent with Prudent

Utility Practice it shall, at the same timc, recommend what

would, under the same circumstanccc, have mot cuch test,

including proposals of Committcc members pursuant to Section

15(a)(*).
Proposals or items found by the Project

Consultant to be consistent with Prudent Utility Practico

shall become immediately effective. Proposals or items

found by the Project Consultant to be inconsistent with

Prudent Utility Practice chall be modified to conform to the

)

50. Secc. 15 and 16
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(ii) replacements or repairs ("Detterments and Eepairs"),

exceeds $3,000,000 for any Plant for any Contract Year as..

estimated by Supply System, relating to a Plant which has
.

become continuously operabic, Supply System shall submit to

the Participants' Committee its plan, including but not

limited.to a. financing plan and' budget of expenditures for

each such Betterments and Repairs; provided, if such estimated

aggregate cost of any such Betterments and Repairs exceeds

20 percent of the then depreciated value of the Plant,

members of the Participants' Committee representing 80% or

more of the Participants' Shares may direct that Supply

System proceed to end the Project in accordance with Section

13 and the applicable ownership agreements. If Supply.

System and the. Participants' Committee cannot agree upon

such estimat'ad costs, such estimated costs shall be referred

to and determined by the Project Consultant. If the Par-

ticipants' Committee does not so direct Supply System to
.

proceed to end the Project within 90 days from the date such
'

estimated costs have been so agreed upon or determined,

Supply System shall proceed with its plan'and budget of

expenditures for such Betterments and Repairs. Each such

plan and budget, or updated or amended budget, relating

)

(
55. Sec. 19
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. protest directed to Supply System. Such protest shall

specify the reasons upon which the protest la based.

(c) If the Participant is a nonprofit or co-
,

operative corporation, upon default on the part of any other9 -

such Participant,(s) which is a nonprofit or cooperative
,

corporation, the Participant's Share shall be automatically
increased for the remaining tern of this greement pro rata

.

with that of other such nondefaulting Pat tcipant(s) to the
extent that such defaulting Participant (s) fails or refuses

for any reason to perform its obligations under its Par-
ticipants' Agreement, and the Participant's Share of such
defaulting 5'articipant(s) shall be reduced correspondingly;

provided, that the sum of such increases for the Participant )

pursuant to this Subsection shall not excccc'., without con-
sent of the Participant, an accumulated maximum of 25% of

1the Participant's Share.

(d) If the Participant is a municipal corpora-

' tion, upon default on the part of any other such Partici-

pan't ( s) which is a municipal corporation the Participant's
i

Share shall be automatically increased for the remaining

term of this Agreement pro rata with that of other such

nondef aulting Participant (s) to the extent that such de-

faulting Participant (s) fails or refuses for any reason to
I

I
i 52. Sec. 17
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pursuant to Section 6.17 of the Bond Resolution * (the " Pro-

ject . Development Proceeds") for preliminary work in con-
nection with the development of two additional electric

generating plants, and associated facilities, to serve the
prospective needs of the Participants for power and energy
resources, including, but not limited to, planning, engi-

neering, sit.ing, environmental, financial and' economic

surveys and studies, and other preliminary work necessary to

comply with the State Environmental Policy Act (Revised Code
.

of Washington, Chapter 43.21C), the statute entitled "Ther-
mal Power Plant Site Location" (Revised Code of-Washington,

Chapter 80.50) and all other statutes, regulaticns, orders
( and standards of any governmental bodies hat ing jurisdic-

.

tion; provi]cd-that, pursuant to a proposal approved by
members of the Participants' Committee representing 80S or

more of the Participants' Shares, Supply System may expend

Project Development Proceeds (1) for such preliminary work

for further additional electric generating plants, and asso-
ciated facilitics, to serve the prospective needs of the

. participants for additional power and energy resources and

(2): for purchase, condemnation, acquisition and construction

of any electric generating plants and associated facilities,
i

1

*See paragraph 6(g). of the summary referred to in footnote *
on page 8.

,.

57. Sec. 20
>
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.itrary, Lthe. Participants which are not municipal corpora- )
,tions ("non-municipal Participants") shall not be entitled
under this Agreement to any amount of power and energy of

.,

/ the Projects, including Project Capability, which when added
/

to the amount'of power and energy from the Projects, in-'

to which B'inneville may becluding Project Capability, c
+

entitled under any agreement with Participants which are
wouldmunicipal corporations -(" municipal Participants")

exceed the total of 25% of the power and energy from the

Projects including Project Capability. If, but for this.

section, such non-municipal Participants and Bonneville

would be entiticd to more than said twenty-five percent

(25%), such entitlement shall be reduced pro rata among the )
non-municipal Participan's so that such entitlement, when

added to tnat of Bonneville shall not exceed the total of
such twenty-five percent (25%). In such event the Par-

ticipants' Shares of municipal Participants shall be in-
creased pro rata by the aggregate amount of such reduction.

19. Replacements, Repairs, Betterments and
Capital Ad'ditions.

(a) Whenever the aggregate costs of (i) netter-

ments or capital additions either necessary to achieve

design capability or required by governmental agencies and

.

54. ' Secs. 18 and .1^)c
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reduce the costs of construction or operation of,the Pro-I

jects'or pursuant to and subject to the ] imitations of this

' Sec ti'on.

(t) Supply. System covenants and agrees that it

will enter into Purchase Agreements for any project de-

veloped with Project Development Proceeds and proceed to

issue and sell bonds or notes to finance such projects as

soon as reasonably practicable.-

('c) Supply System shall reserve or cause to be

reserved for each Participant a share (the " Reserved Share")

of the power and energy of any project developed with any

Project Development Procee'ds. The Reserved Share of.the

Participant shall be equal to a fraction having a denomi-
. t nator represented by the estimated amount of growth in power

and energy requirements for all Participants for the period

beginning on January 1, 19 and ending on the December,

31 preceding the estimated date of continuous operation of

such project and a numerator represented by the estimated

amount of such growth of the Participant. Such estimates

shall be made by Supply System with the approval of members

of the Participants' Committee representing % or more

of the Participants' Shares.

59. Sec. 20
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thereto shall be submitted to the Participants' Committee

and sh'all become effective at the time and in the manner

provided in Section 8.

(b) Notwithstanding any other provisions of this

Agreement, Supply System without prior approval of the

Participants' Committee, shall not expend or obligate,
'

' moneys exceeding $2,000,000 in any Contract Year for Elec-

tive Capital Additions.

-(c) _ If in any Contract Year the amounts for costs

of operation or construction in the applicable Annual Dudget

for Betterments and Repairs and Elective Capital Additions

(less the amc ant of applicable reserves, if any, as provided )
in the Bond Resolution plus the proceeds of insurance, if

any, available by reason of loss or damage to one or more

Projects) exceed by 10% the applicable Annual Budget, less

such costs, and not including such reserves and insurance

proceeds, Supply System in good faith shall use its best

efforts to issue and sell Project Bonds to pay such excess

in accordance with Section 4.

20. Reservation of Interest in Future Projects.

(a) Supply System may expend not to exceed Fifty

Million Dollars ($50,000,000) of the proceeds of the Bonds

)
'56. Secs. 19 and 20
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based upon the default of any other party under this Agree-

ment, or any other. instrument, or otherwise, except as-

specifically provided in this Agreement.
t

(b) This Agreement shall nct be amended, mod- .

ified, or otherwise changed by agreement of the parties in

any manner that will impair or adversely affect the security

afforded by the provisions of this Agreement for the payment
.

of the principal, interest, and premium, if any,.on the

Bonds as they respectively become payabic so long as any of

the Bonds are outstanding and unpaid or funds are not set

aside for the payment or retirement thereof in accordance

with the Dond Resolution.

I (c) If any Participants Agreement is amended or
.

replaced so that it contains terms and conditions different

from those contained in this Agreement, Supply System shall

notify the Participant and upon timely request by the Par-

ticipant'shall amend this Agreement to inclu6e similar terms

and conditions.

22. Aoproval by Rural Electrification Administrator
and other Agencies.

If the Participant is a party to an agreement or

other instrument pursuant to which approval of this Agree-

ment by the Administrator of the Rural Electrification

61. Secs. 21 and 22~
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Any. agreements (" Purchase Agreements")

entered into for the purchase and sale of rhares of power

and energy of any project developed wi.th any Project De-

velopment Proceeds-shall contain the requirements that:
-

(i) In the event that such a project is '

_

terminated before proceeds of bonds or notes sold to finance

such project are received by Supply System, the purchasers

under the Purchase Agreements shall be obligated to pay any

amounts expended or. committed from Project Development

Proceeds for the project after the effective date of said

Purchase Agreements plus the amount of any interest paid or

accrued by Supply System on the portion of Project Develop-

ment Proceeds expended for a project, such amounts to be due

within years after the date of termination.

(ii) In the event that proceeds of bonds or

notes secured by Purchase Agreements for such project are

received by Supply System, Supply System shall apply an

amount from such bond or note proceeds equal to the amount-

expended from Project Development Proceeds for the project

as provided in Subsection (iii) below.

(iii) Supply System shall expend any amounts

paid it under Subsections (i) and (ii) above either to

58. Sec. 20
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-(d) The Reserved Share of each Participant shall
).

,

-
i
Ibe made available by Supply System under a form of Purchase

Agreeinent which will treat all Participants for whom power

and' energy are reserved hereunder on equal terms.

(c) Except as otherwise provided in this Section,

the' form of Purchase- Agreement and all other matters re-

asonably required to implement this Section shall be gov-

erned by rules adopted by. Supply System and approved by

members of the Participants' Committee representing %

or more of the Participants' Snares.
,

(f) Supply System shall use its best efforts

promptly to recure a written waiver from each of its members

to any preference right that the member may have under and

pursuant to RCW 43.52.380 to purchase an amount of such

reserved capability or output in excess of that provided for

in this Agreement. The execution of this Agreement by a

Participant who is a member of Supply System constitutes

such waiver.
.

21. Modification and Uni formity of Agreements.

(a) This Agreement shall not be binding upon any

of the parties hereto if it is not binding upon all of the

parties hereto, but this Agreement shall not be subject to
termination by any. party under any circumstances, whether

4

60. Secs. 20-and 21
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[ ,/ Administration is required as listed in Exhibit A, this

l' -/

./ Agreement shall not_be: binding upon any-of the parties until

it shall have been approved by him or his delegate. If

Participant is a party:to_any other agreement or instrument

pursuant to which. approval of this Agreement by any agency

is required and Participant-so notifies Supply System prior

to Supply System's execution of this Agreement, this Agree-

ment shall not be binding upon any of the parties until it

shall have been approved by any such agency.

23. Notices.

Any notice, demand, approval, proposal, protest,

direction or request provided for in this Agreement to be

delivered, given or made to the Participant shall not be
deemed delivered, given or made unless delivered in writing

in person or by registered or certified mail, postage pre-

paid, return receipt requested, addressed to the person and
at the address designated in writing filed with Supply

System by the Participant. The Participant rc.ay change such

designation, at any time and from time to time, by giving
notice to Supply System as above provided. Any such notice,

demand or request to be delivered, given or made to Supply

System and Bonneville shall be deemed delivered, given or

62. Secs. 22 and 23 i
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made if delivered in writing, in person, or sent by mail as
above provided to the following addresses:

Managing Director Donneville Power
Washington Public Administration
Power Supply System. P. O. Box 3621

P. O. Box 968 Portland, OR 97208
Richland, WA- 99352

or such other addresses designated as provided above.

24. Relationship to Other Instruments.

It is recognized by the parties hereto.that Supply.

System in~the ownership, construction, acquisition and
,

operation of the Plants must comply with the requirements of
.

any ownership agreements relating thereto, the Bsnd Reso-

lution and all licenses, permits and regulatory approvals
|

. necessary for such ownership, construction, acquisition and

operation, and it is therefore agreed that this Agreement is

made,-and referrals to or any review or other action by the
Participants' Committee hereunder shall be subject to the

terms and provisions of said ownership agreements, the Bond
'

Resolution ar.d all such licenses, permits, and regulatory
approvals.

Each Participant that executes with Donneville a

" Trust-Agency Agreement" shall provide therein that nothing

contained in that Agreement is to be construed as affecting-

any of the obligations or liabilities of the parties under
this Agreement. Except as to the obligations under Sections

-( .

l

63. Secs. 23 and 24
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6 and 9 of the. Option and Services Agreement., this Agreement

supersedes such Agreement.

25. Saverability.
.

Notwithstanding any provision of this Agreement .

.

~

relating to the review, determination, approval, disapproval-

or other action bh any Committee, Project Consultant or

Bonneville, it is, nevertheless, understood and agreed that

the essenti.11 purpose of the Participant entering into this

Agreement is to obtain from the Supply System its Partici-

pant's Share in order to serve its customers in the future.

Accordingly, if any section, paragraph, clause or provision

of this Agreement (including any relating to any review,

determination, approval, disapproval, or any other action, )
by any committee, project consultant or Bonneville) or its

. application to any Plant, Project or entity shall be finally

adjudicated by a court of competent jurisdiction . to be

invalid, the remainder of this Agreement or its application

to any othcr Plant, Project or entity shall be unaffected by
.

such adjudication and all of the remaining provisions of

this Agreement or its application to any other Plant, Pro-

ject or entity shall remain in full force and effect as

.

64. Sees. 24 and 25
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|though such section, paragraph, clause or provisjon or any

part thereof so adjudicated to be invalid had not been

included herein.
,

The parties agree that any event or condition

.which may-occur which delays or prevents the construction or

operation of, any of the Plants shall not delay the con-

struction of any other Plant.
,

26. Assignment of Agreement.

T;iis Agreement shall inure to the benefit of, and

shall be binding upon the respective successors and assigns

of the parties to this Agreement; provided; however, that

neither this Agreement, nor any interest therein, shall be

I transferred or assigned by Supply System to any entity

without written consent of the Participants' Committee, nor

assigned by the Participant, except as provided herein,

without the written consent of Supply System.

IN WITNESS WHEREOF, the parties hereto have executed

this Agreement this day of ,

1975.
.

WASIIINGTON PUBLIC POWER
SUPPLY SYSTEM

ATTEST:

By
Title Managing Director

(SEAL)

{

65. Secs. 25 and 26
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UNITED STATES OF AMERICA
Department of~-the Interior-

.
By

Donnepille Power Administrator

. . .

.

Participant's Name
' ATTEST:

By
* - Title Title

(SEAL).

.

.
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OPTION PARTICIPANTS AND OPTION PAltTICIPANTS' SilARES

'

,

- ' Participant Participant's Share
..

ag . .

/
.1 Light' Company -0.00010

,andon, Oregon 0.00070,

,

dtility District.No. 1 of Benton County, Washington 0.05250
.on Rural Electric Association 0.00690 -

.g Bend Electric Cooperative. Inc. 0.00530

,' *Blachly-Lanc' County Cooperative E1cetric As.sociation 0.00470
The City of Blaine, Washington. 0.00070

c The City of Bonners Ferry, Idaho 0.00200
City of 11urley, Idaho 0.00200 -

The City of Canby, Oregon 0.00540

-City of Cascade Locks, Oregon 0.00070
* Central Electric Cooperative, Inc. 0.01000
The City of Centralia, Washington 0.00680
The Central Lincoln Peopics' Utility District 0.02760
Public. Utility District No. 1 of Chelan County, Washington 0.00800

The City of Cheney, Washington 0.00130
Public Utility District No. 1 of Clallam County, Washington 0.01420

!.
Public Utility District No. 1 of Clark County, Washington 0.10190
Clatskanie Peoples' Utility District 0.00810
Clearwater Power Company 0.00330

* Columbia Basin Electric Cooperative, Inc. 0.00400
* Columbia Power Cooperative Association, Inc. 0.00090
* Columbia Rural Elcetric Association, Inc. 0.00670
* Consumers. Power, Inc. 0.01400
* Coos-Curry Electric Cooperative, Inc. 0.00600

City of Coulee Dam, Washington 0.00070
Public Utility District No. 1 of Cowlitz County, Washington 0.09440

'

Public Utility District No. 1 of Douglas County, Washington 0.00010
* Douglas Electric Cooperative, Inc. 0.00530

' The City of Drain, Oregon 0.00070

EXilIBIT B
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EastLEnd Mutual Electric Co., Ltd. 0.00050
The City of,Ellensburg, Washingten 0.00650
Elmhurst Mutual. Power & Light Company 0.00600
Fall River Rural Elcetric Cooperative, Inc. 0.00670
Farmers Electric Co., Ltd. 0.00050

*Public Utility District No. 1 of Ferry County, Washington 0.00070
* Flathead Electric Cooperative, Inc. 0.00290
.The City of Forest Grove, Oregon ~ 0.00740
Public Utility District No. 1 of Franklin County, Washington 0.03020
Glacier Electric Cooperative, Inc. 0.00180

Public Utility District No. 1 of Grant County, Washington 0.00600
Public Utility District No. 1 of Grays Harbor County, Washington 0.04560
*Harney Electric Cooperative, Inc. 0.00200
City of Heyburn, Idaho 0.00270
Hood River Electric Cooperative of Hood River County, Oregon 0.00310

* Idaho County Light & Power Cooperative Association, Inc. 0.00050
City of Idaho Falls. Idaho 0.00940
* Inland Power & Light Company 0.02320
*Public Utility District No. 1 of Kittitas County, Washington 0.00270
*Public Utility District No. 1 of Klickitat County, Washington 0.01010

*Kootenai Electric Cooperative, Inc. 0.00670
* Lane County Electric Cooperative, Inc. 0.00800
Public Utility District No. 1 of Lewis County, Washington 0.02090
* Lincoln Electric Cooperative, Inc. (Montana) 0.00050
* Lincoln Electric Cooperative, Inc. (Washington) 0.00190

* Lost River Electric Cooperative, Inc. 0.00140
* Lower Valley Power & Light, Inc. 0.00870
*Public Utility District No. 1 of Mason County, Washington 0.00160
Public Utility District No. 3 of Pason County, Washington 0.01010
Town of McC1cary, Washington 0.00130

| City of McMinnville, Oregon 0.01010
! *Midstate Electric Cooperative, Inc. 0.00730

City of Milton-Freewater, Oregon 0.00070
*Missoula Electric Cooperative, Inc. 0.00600
City of Monmouth, Oregon 0.00200,

( -

I
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*Nes'pelem Valley Electric Cooperative, Inc. 0.00050
0.00530* Northern Lights, Inc.

-Northern Wasco County Peopic's Utility District 0.00340
0.00090Ohop Mutual Light Company

*0kanogan County Electric Cooperative, Inc. 0.00050

Public Utility District No. 1 of Okanogan County, Washington 0.01420
0.00670* Orcas Power and Light Company

Public Utility District No. 2 of Pacific County, Washington 0.00880
0.00140Parkland Light & Water Company

Public Utility District No. 1 of Pend Orcille County, Washington 0.00410

0.00480City of Port Angeles, Washington
*Prairic Power Cooperative, Inc. 0.00090
*Raf t River Rural Electric Cooperative, Inc. 0.00400
*Ravalli County Electric Cooperative, Inc. 0.00240

0.02030City of Richland, Washington

City of Rupert, I'daho 0.00340
0.00090Rural Electric Company
0.00470Salem Electric

* Salmon River Electr.ic Cooperative, Inc. 0.00090
0.11470City of Seattle, Washington

Public Utility District No. 1 of Skamania County, Washington 0.00270
Public Utility District No. 1 of Snohomish County, Washington 0.13490
South Side Electric Lines, Inc. 0.00050

0.01820The City of Springfield, Oregon
Town of Steilaccom, Washington 0.00150

The Town of Sumas, Washington 0.00020
* Surprise Valley Electrification Corporation 0.00230

0.11060City of Tacoma, Washington
* Tanner Electric 0.00100
*Tillamook Peoples' Utility District 0.00810~

.

*Umatilla Electric Cooperative Association 0.05450
0.00140Unity' Light and Power Company

Vera Irrigation District No. 15 0.00270
* Vigilante Electric Cooperative. Inc. 0.00300
Public Utility District No. 1 of Wahkiakum County, Washington 0.00130

- .
.
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*Wasco T.lectric Cooperative, Inc. 0.00140

- * Wells Rural Electric Company 0.00050
* West' Oregon Electric Cooperative. Inc. 0.00140
- Public Utility District No. 1 of Whatcom County, Washington 0.00030

1.20000 *

|*A Pro' val of Agreement by* Rural Electrification Administration required.P

.
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-- .EXilIBIT C-
d

PROJECT' DESCRIPTIONS ,

. . WASHINGTON PUBLIC POWER SUPPLY SYSTEM
.

e

Nuclear Project No. 4

LThe. Washington Public Power Supply System's Nuclear~

,

-/- Project No. 4-comprises ~a nuclear. generating plant and

associated facilities having an installed nameplate rating
,

of approximately 1,250 MW. -The Supply System wlll have sole~

-

ownership of Nuc3 car' Project No. 4. The Project will be

located within the United States Energy Resources Develop-

ment Agency's,Hanford Reservation in-Benton County, Wash--

ington, about 2'.5 miles west of.the Columbia River at' river

(| mile 352 in Section 3, 4, 33 and 34, Townships 11 North and

12 North, Range 28 East,- Willamette Meridian, Benton County,

State of Washington, such site being-about 0.7 miles east

and'0.3-miles north of the Washington Public Power Supply

System Nuclear Project No. 2 presently under construction,

about 12 miles north of the City of Richland, Washington.

Nuclear Project No. 5 .

The Washington Public Power Supply' System's Nuclear-

Project No. 3 comprises a nuclear generating plant and
associated-facilities having an installed nameplate rating

.

-t EXHIBIT C

.

* e

he g'-- -^-



, _ _ _ _ _ _ _ _ . _ _ _ _ _

1

,/ .
__

..
.

, .

!
t

|
j. : ).*

,/ - -/ of approximately 1,240 MW. The Supply System will have an
<
,.

. ownership interest in Nuclear Project No. 5 of at least a''

, .

(70%) and up to one hundred percent (100%).seventy percent

The Project will be located in Section 17 of Township 17

North, Range 6 West, Willamette Meridian, Grays Harbor

County, State of Washington, about 3 miles south of Satsop,

Washington, and about 17 miles cast of Aberdeen, Washington.
.

Skagit Project-

The Puget Sound Power & Light Company's Skagit Project
.

comprises two nuclear generating plants and associated

facilities, each having an installed nameplate rating of

approximate 1'y 1,270 MW. The Supply System may have an

ownership interest up to fifteen percent (15%) of the Skagit y

Project.

The Skagit Project shall be located in Township 35

North, Range 5 East, Willamette Meridian, Skagit County,

State of Washington, about 5 miles cast of the City of Sedro

Woolley, Washington, and about 12 miles northeast of the

City of Mount Vernon, Washington.
'

Each of said projects, or units -thereof, shall include,

but shall not be limited to, a nuclear steam supply system,

reactor coolant system and all related containment struc-

tures and safety features, including all instrumentation,

control and auxiliary system required therefor; turbine-

generator, condensers, circulating water systems, including
1

C-2
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. cooling towers or cooling ponds and related facilities,

electrical and mechanical systems and all other equipment,

facilities or appurtenances thereto; all electrical facil-
~

ities required to deliver the_ output of'the projects to the -

Federal Columbia River Power System or an Option Partic-

ipant's transmission system and to the transmission facil-
"

ities of.the companies, as to be provided in the.Partici-
,

pants' Agreement and the ownership agreements, if any,

respectively, all structures, railroad sidings, shops,

warehouses, construction-facilitics, offices, dwellings and

all other structures,. fixtures, equipment or facilities used

or useful in the construction, maintenance, operation and

administration of the projects and all necessary water

rights, development rights, permits and licenses, leases,

- easements and rights-of-way.

.
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* WNP- 1 6 4 Amendm;nt No. 1

.

EXHIBIT A

FINANCIAL QUALIFICATIONS

OF THE SUPPLY SYSTEM

1. Estimated Cost of the Project

1.1 WNP- 1

The Supply System estimates the total cost of the WNP- 1 f acility, including
the design, equipment, construction, transmission and substation facilities,
administration and overhead, interest during construction, licensing,
personnel training and preoperational testing and other associated costs
and reserves therefore, to be $990,000,000. This estimate includes costs
escalated to September 1980, and assumes a 7% interest rate for interest
during construction computations. A Preliminary Construction Budget has
been prepared and is included in Schedule II.

* Total direct construction costs, not including fuel, taxes, contingencies
and escalation, are estimated to be $451,886,000.

Contingencies and escalation are estimated at $152,275,000. Engineering
and Construction Management costs are estimated at $58,845,000 and owners'
Direct Oasts are estimated at $48,000,000.

I Net interest during construction,-based on an assumed interest rate of,

\ 7% on revenue bonds issued by the Supply System to finance the costs of
the facility, is estimated to be $184,750,000. Other costs associated
with facility construction, including acquisition.of an initial nuclear
core, result in a total Bond Issue of $990,000,000.

1.2 WNP- 4

The Supply System estimates the total cost of the WNP- 4 facility, including
the design, equipment, construction, transmission and substation facilities,
administration and overhead, interest during construction, licensing,
personnel training and preoperational testing and other associated costs
and reserves therefore, to be $1,009,000,000. This estimate includes costs
escalated to March,1982 and assumes a 7% interest rate - for interest
during construction computations. A Preliminary Construction Budget has
been prepared and is included in Schedule II.

Total direct construction costs, not including fuel, taxes, contingencies
and escalation, are estimated to be $447,868,000.

Contingencies and escalation are estimated at $187,727,000. Engineering
and Construction Management costs are estimated at $32,725,000 and owners'
Direct Costs are estimated at $30,000,000.

(
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Het interest during construction, based on an assumed interest rate of
7%.on revenue _ bonds issued by. the Supply System to finance the costs of
the facility, is estimated to be $204,337,000. Other costs-associated

-

-with facility construction, including acquisition of an initial nuclear
core, result in a total Bond Issue of $1,009,000,000.

2. ' Estimated Cost of Initial Nuclear Fuel Fabrication

The Supply System ! issued ' invitations for bids on the initial nuclear fuel
-in connection with bids for the Nuclear Steam Supply Systems for WNP- I
and WNP- 4.- On the basis of the' bid evaluations, the Nuclear Steam Supply

~
~

Systems were-awarded to Babcock and Wilcox Company, Inc. Included in the
WNP- 1 and WNP- 4 bids was an' amount of $7,604,065 for fabrication of the
initial nuclear fuel for each facility.

3. Financing of Construction

3.' 1 WN P- 1 -

The entire capability of the WNP- 1 facility will be sold by the Supply
System . to 104 statutory pref erence customers (the " Participants") and
five private utility customers (the " Companies") of the Bonneville Power
Administration ("Bonneville") and assigned by such customers to Bonneville
pursuant to the Net Billing Agreements and certain agreements (the " Exchange
Agreements"), respectively. )
Each of the 104 customers termed " Participants" under the contracts, is )
a consumer-owned utility in the Pacific Northwest region of which 28 are
municipalities, 29 are public utility districts and 47 are cooperatives.
These Participants will purchase 67.53% of the facility's capability
during.the period 1980 to 1996 and 100% of the facility's capability
thereafter. Each Participant in turn has agreed to assign its share of
the facility's capability to Bonneville. The det Billing Agreements
provide that each Participant will receive a credit on its Bonneville
power billings to the same extent that it makes payments to the Supply
System for its share of the facility's costs. The Companies have agreed
to purchase 32.47% of the facility's capability during the period 1980
to 1996 and exchange their share of the facility's capability with
Bonneville which will supply a certain amount of power to the Companies
with payment to be made by the Companies to the Supply System.

Based upon the contractual commitments of each of the Participants and
the Companies to pay their respective portions of the facility's costs,
the Supply System will issue revenue bonds in an amount sufficient to pay
.the net project construction costs. It'is expected that the bonds will
be issued in series, in about $150,000,000 increments. As customary,
there will be a resolution as to the particulars of the financing. Such
resolution will reiterate the prior approvals for undertaking the project.

.
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b The Net Billing Agreements and Exchange . Agreementa referred to above
provide the basic security for'the financing of the facility. Copies of

.

the contracts and.a more detailed description of these marketing and
' financing arrangements are set forth in Schedule 1 hereto. Copies of the
most recently available' financial statements for the participants are
given in Schedule II appended hereto.

To provide funds for preliminary expenses necessary to obtain the
Construction Permit from the Atomic Energy Commission and site certification

~from the State of Washington, the Supply System issued and sold its
$77,000,000 Nuclear Project No. 1 Revenue Notes on May 22,.1974. These
notes,' sold for an ef fective interest rate of 6.05%, will mature on
December 15, 1976.(see Schedule I). The Supply System presently plans
to sell al1~or a portion of the permanent bonds required to finance
construction of the facility as soon as practicable after the construction-
permitiand site certification have been obtained, now anticipated to be
in mid-1975, and to refund the Notes at that time.

_

3.2 WNP- 44

I .On April 11, 1974 the Executive Committee of the Public Power Council
unanimously adopted a motion requesting that WPPSS undertake the
investigation and planning required for the financing and construction
of WPPSS Nuclear Projects Nos. 4 and 5 (WNP- 4 and.-5). The Public Power

I- Council is composed of participants from the publicly-owned utility systems
in the Pacific Northwest. The Council was established to provide a

I mechanism for these utilities to plan their long range power supply.

The WNP- 4 -facility's output will be offered to the statutory preference
i customers as identified above. They will contract for specific fractions

of the plants lifetime output and will provide a covenant to adjust retes as
needed to meet their project obligations. The power sales contract will

either be directly between WPPSS and each utility or through BPA acting as a
designated agent for individual utilities. It is expected that these

contracts specifying particular. fractions of plant output will be completed
by the end of ' calendar year 1975. 'In the interim, preliminary expenses,

will be met by use of proceeds from short term notes backed by the general
credit of Members of WPPSS. Such Members have already agreed to obligations.
totaling $2.5 million and an additional $15 million has been raised in
this manner prior to execution of the power sales contracts. (These monies
are in support of WNP- 4 and WNP- 5, and additional site studies for future

'

~ lants and the actual portion needed for WNP- 4 is approximately 60%).p

When the power sales contracts are complete, one issue of interim short
term notes, now estimates at $35 million, backed by these contracts, will
be used to refund the initial advances and to provide funding for WNP- 4
and possibly WNP- 5 to the point .in time (shortly af ter award of construc-
tion persits) when long term bonds will be issued. The bonds will pledge
-revenues and are expected to be issued in $150 million increments.

(
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3.3 Genera 1

The' Supply System has retained Blyth Eastman Dillion.6 Co., 14 Wall Street,:

RNew York, N. Y. . .as Financial Consultants to render advice as to financing
methods, timing, bond market conditions and.other matters related to the
most effective means'of' revenue bond financing the costs of construction.

The Supply System has also retained Wood, King, D.twson,_ tove & Sabatine,
Attorneys,~ 148 Wall Street, New York, N. Y. , as Bond Counsel to review
contracts, bond resolutions and proposed financing, and assist the Supply
System in arranging financing.

The WPPSS Financial Consultants have advised the Supply System (Exhibit G)
that the securities required- for Project financing should be readily
marketable and should be very' well received into the financial community.

4. Previous Bond Financing, Interest Costs and Bonds
Outstanding

The Supply System has previously successfully financed two generating
projects now in operation by issuance and sale of tax exempt revenue
bonds. The Packwood Lake Hydro-Electric Project Bonds in the amount of
$10,500,000 were sold in:1962. The Hanford Electric Generating Plant
' Bonds in the amount of $122,000,000 were sold in 1963. Completion Bonds
for the Packwood Project, in the amount of $3,200,000 were sold in 1965. )

~

The Packwood Lake Hydro-Electric Project is located near the town of .)
Packwood in Lewis County, Washington. The Project utilizes the outflow
of Packwood Lake in a drop of 1850 feet to the Cowlitz River. The Project
has a rated capacity of 31,500 kilowatts. The power produced is delivered
to power purchasers over the BPA transmission system. Packwood Lake
Hydro-Electric Project Bonds bear an ef fective interest rate of 3.66% and
are payable solely out of revenues from the Project.

The 860,000-kilowatt Hanford Electric Generating Plant, also called Hanford
No. 1, was financed by the issuance of $122,000,000 of Hanford Project
Electric Revenue Bonds, Series of 1963, on April 1,1963. These bonds
are payable solely from revenues of the Project and are secured by Exchange
Agreements with seventy-six participating utilities of the Pacific
Northwest, both publicly and privately owned. Under contractual
arrangements similar to those employed on the WNP- 1 facility, the
particfpating utilities agreed to purchase the entire output of the Hanford
Electric Generating Plant and to exchange that entitlement with the
Bonneville Power-Administration.

The Hanford Generating Project utilizes by-product steam produced in the
dual-purpose N-Reactor of the United States Atomic Energy Commission.
The Project first generated power on April 6,1966, and by the end of
1973 had generated in excess of 23,000,000,000 kilowatt-hours of energy.

)
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i . The ef fective interest cost of the Hanford No. I' bonds was 3.26%. As of
' June 8, .1973, appr5ximately $62,720,000 in bonds is outstanding on the

-Froject.

The~ Supply System is in the process of constructing the WPPSS Nuclear
Project No. 2, formerly called Hanford No. 2 (Docket _50-397), scheduled
for_ commercial operating'in September 1977. Initial financing of this'

1100 MWe nuclear _ plant was' accomplished by revenue notes. _ Revenue notes
for $15,000,000 were' sold in January 1971,-at an effective interest rate
of 3.55%, and additional notes for $40,000,000 were sold in December 1972,

_

at an effective interest rate of 3.50%. Permanent ' financing of this .

project will be by _ a series of bond issues the first of which was in the
principle amount of $150,000,000 issued on July 1, 1973 with an effective-
interest rate of 5.65%.

The Supply System is applying to the AEC for approval to construct and
operate WPPSS Nuclear Project No. 3*, scheduled ~for commercial aperation

'in September 1981. By an' initial sale of revenue notes in the amount
of $2,000,000, at an effective interest rate of 4.05% fun'ds were
borrowed to support' site studies and preparation of environmental impact
studies. That $2,000,000 issue of revenue notes was preceded by an
earlier issue of $1,500,000 which provided a portion of the funding for
the WNP- 1 fac.ility.

.j In October 1973 the Supply System borrowed $29,000,000 in revenue notes
! at an effective interest rate of 4.368% to mature June 15, 1976. This

! $29,000,000 was used to retire previous issues and to provide funding for
WPPSS Nucicar Project.No. 3 until a construction permit is received.

The -Supply System in April,1974 obtained funds to pay for the initial
phases of planning for future WPPSS generating facilities. This issue
of $2,500,000 of revenue notes, having an effective interest rate of 4.70%
will mature December 15, 1975.

The Supply System does not issued general obligation bonds. The governing
body of the Supply System authorizes the issuance of bonds for each project
based upon a " plan and system" which commits the= facilities and assets

,

of that project to the revenue bonds issued to finance the construction.

The bond t -issued by the Supply System have all'been of fered under the
laws of the State of Washington. Each issue has been rated by bond rating
agencies. Packwood bonds were rated "A" by Moodys. Hanford No, I bonds'

were! rated "A-1" by'Moodys. In the issuance of Nuclear Project No. 2
Revenue Notes, Standard & Poor rated the Notes as "AA" and Moodys rates
these notes as " MIG-1". The Nuclear Project No. 1 Revenue Notes were rated

" MIG-1" by Moodys and " AA" by Standard & Poor. The rating on the series
1973 Nuclear Project No. 2 bond issue was "AA" by Moodys and "A-1" by
Standard & Poor. In early 1975, Moodys and Standard & Poor upgraded Nuclear
Proj ect No. 2 bonds to "AAA".

(
*And WPPSS Nuclear Project No. 5 at the same site scheduled for commercials

operation.in March, 1983.'

- 14 -,
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WNP- 1 & 4 Amendabnt Ns.1"

5. Nuclear Insurance

IThe Supply System will have arrangec to acquire nuclear liability insurance
- as required by law from the Nuclear Energy Liability Insurance Association
' (NELIA) and Mutual Atomic Energy Liability Underwriters (MAELU) or such--

other nuclear liability insurance as may be in accordance with 10 CFR 140'

prior to-arrival of nuclear fuel'at the Project s_te.
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WNP- 1 & 4

'

_ Schedule II to
I Exhibit A

.;

CONSTRUCTION BUDGET
r.

WPPSS NUCLEAR PROJECTS NUMBERS ONE AND FOUR

Page_1.

'FPC Account
Account Name. WNP- 1 WNP- 4

321 Structures and Improvements $149,681,000 $149,061,000

322- Reactor Plant ~ Equipment $149,926,000 $149,926,000

323 Turbo Generating Plant $ 88,706,000 $ 86,720,000

324 Accessory Electric Equipment $ 46,486,000 $ 46,485,000

325 Miscellaneous Power Plant Equipment $ 3,623,000 $ 3,623,000

(a) Total Nuclear Production
Costs $438,422,000 $435,824,000

353 Station Equipment S 4,335,000 $ 3,251,000g_

1 354 Towers and Fixtures $ 250,000

399 Other Tangible Property $ 8,879,000 $ 6,793,000

(b) Transmission, Distribution,
and General Plant Costs $ 13,464,000 $ 10,044,000

120 Nuclear Fuel $ 44,005,000 $ 63,060,000

(c) Nuclear Fuel Inventory Cost
for First Core $ 44,005,000 $ 63,060,000

4 SALES TAX $ 24,795,000 $ 25,446,000
'

Total Direct Construction Cost
(Excluding Fuel) $451,886,000 $445,868,000

Contingencies and Escalation $152,275,000 $187,727,000
,

Engineering and Construction Management S 58,845,000 $ 32,725,000

Performance Bonds $ 1,000,000 $ 1,000,000

Turbine Generator Cancellation Fee $ 1,000,000 $ -0-
.

- 17 -
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WNP- 1 & 4 Amendment No. 1

-

.

CONSTRUCTION BUDGET

WPPSS NUCLEAR PROJECTS NUMBERS ONE AND FOUR

Page 2

FPC Account
Account Name WNP- 1 WNP- 4

Owner's Direct Cost S 48,000,000 $ 30,000,000

Payment to Atomic Energy Commission S 5,400,000 Bf -0-

Subtotal (Excluding Fuel) $743,201,000 $697,320,000

Capitalized Interest During Construction

Gros _s Interest $242,811,000 $277,991,000

Less Estimated Income-
From Temporary Investment $(58,061,000) $(73,654,000)

NET $184,750,000 $204,337,00f )

Financing, Legal and Miscellaneous
Expense Including Bond Discount $ 18,044,000 $ 13,837,000.

TOTAL BOND ISSUED $490,000,000 $1,009,000,000

B/ The Supply System has entered into a contract with the
'AEC which provides for payment of $5,400,000 for the AEC's
costs of deactivating NPR.

,

- 18 -
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RESOLUTION NO.

A RESOLUTION PROVIDING A PIAN AND SYSTEM FOR
THE ACQUISITION AND CONSTRUCTION BY WASHINGTON .
PUBLIC POWER SUPPLY SYSTEM OF A UTILITY SYSTEM
CONSISTING OF A NUCLEAR GENERATING PLANT AND
ASSOCIATED FACILITIES TO BE KNOWN AS THE WASH-

'' INGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR PRO-
JECT NO. I, AND PROVIDING FOR THE ISSUANCE OF'

0 REVENUE BONDS FOR SAID PURPOSE.j
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RESOLUTION NO.

t A RESOLUTION PROVIDING A PIAN AND SYSTEM FOR
THE ACQUISITION AND CONSTRUCTION BY WASHINGTON
PUELIC POWER SUPPLY SYSTEM OF A UTILITY SYSTEM
CCNSISTING OF A NUCLEAR GENERATING PLANT AND'

ASSOCIATED FACILITIES TO BE KNOWN AS THE WASHINGTON
PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECT NO. 1,
AND PROVIDING FOR THE ISSUANCE OF REVENUE BONDS FOR
SAID PURPOSE

WHEREAS, Washington Public Power Supply System (hereinafter

referred to as the " System"), has heretofore been duly organized as

a joint operating agency and a municipal corporation of the State of

Washington, under the laws of the State of Washington (Revised Code
.

of Washington, Chapter 43.52), and is authorized among other things,
,

to acquire, construct, own, maintain, operate, develop and regulate*

plants, works and facilities for the generation and transmission of

electric power and energy and to contract for the sale, exchange,

transmission or use of electric energy with any person, firm or cor-

poration, including political subdivisions and agencies of any state,

or of the United States, at fair and non-discriminatory rates; and
'

WHEREAS, the System pursuant to Resolutions Nos. 104 and
I

( 106 adopted by its Board of Directors on December 15,1961, and

January 19, 1962, respectively, acquired and now owns and operates

the Packwood Lake Hydroelectric Project, and has issued revenue bondse,

,t
" of the System to pay the cost of acquiring and constructing such pro-

ject, which bonds are payable solely from the revenues derived there-
i

from; and

WHEREAS, the System, pursuant to Resolution No. 178, adopted

f by its Board of Directors on April 15, 1963 (hereinafter referred to
,

*
as " Resolution No. 178"), acquired and now owns and operates the,

Hanford Project (hereinafter defined), and has issued revenue
,

[ bonds of the System to pay the cost of acquiring and constructing

".I., such project, which bonds are payable solely from the revenues derived-

t therefrom; and
t

WHEREAS, said Resolutions Nos. 104, 106 and 178, each

provides that the System may issue its revenue bonds to pay the cost

4 of acquiring and constructing a separate utility system and pledge the

|4 revenues derived therefrom to the payment of said bonds issued to pay
'

.
4
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. .
.

,

" t h. ting said separate utility system;

an.i

itor (hereinafter defined) has noti-

fir a Project will be inoperable when the

AFL- .s to operate its new production re-

ion (the "NPR") for the purposes of theact.

Att' .am energy; and that in the absence of

physical condition of the NPR, the re-a.....-

qut , ther significant factors formulating the

bans ...,, ect to the NPR made by independent con-

suit- the Administrator, the Administrator, at the
.

*d be required to direct the System to discon-
a p p t' . ..,: .

. the Hanford Project in accordance with thetinue the .

* 5(1) of the Hanford Project Exchange Agree-provisions e: -

ments (herein c:.- . fined); and

WilEF.E./..* , tae Board of Directors of the System has caused

to be made and swm;tted to it various studies and reports with re-

spect to the most practical and economical means for the continued
.)

utilization of the Ixisting Power f acilities (hereinaf ter defined)
for the producticn. transformation and transmission of power and

energy, consistent with the System's obligations under the Operating

and Constru- t ien C'.ntract (hereinaf ter defined), the Hanford Project

nts and Resolution No. 178 authorizing and securingExchange Ag* .

the bonds ! 4 F .rsuant thereto; and

V k AS. the Board of Directors of the System has determined

that it 15 y and advisable to provide for the use and employ-

* * z Power Facilities in connection with the System'sment of it - * .

Washingtor- ~ ower Supply System Nuclear Project No.1 (the "WPPSS

No. 1 Prn ', the manner prescribed in the plan and system for*

'' ject set forth in Article III of this Resolution; andthe WPPS*. * .

the System has entered into a contract with the*

(*nited Sr *. rica, Department of the Interior, acting by and

t hrough t .trator, with respect to the construction and

i "I.cratio' 'PSS No.1 Project by the System; and )

2-

|
!

_
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* ,WHEREAS,-the WPPSS No. 1 Project is p:rt .of the Ilydro-Thermal
# l'ower Program for the Pacific Northwest;.and

WHEREAS, the System has entered into contracts (hereinaf ters

y defined as the "WPPSS No. 1 Project Exchange Agreements") with the

Administrator and certain of the WPPSS No. 1 Project Participants

whereby, among other things,'the System agrees to sell and said
~

-. Participants agree to purchase a portion of the WPPSS No. 1 Project'

.

capability; and said Participants and the Administrator have agreed to

exchange. said Participants' respective shares- of said capability for

electric power and energy delivered by the Administrator in accordance

with the terms of said Agreements; and

WHEREAS,'the System has entered into contracts-(herein defined
,

as the "WPPSS No. 1 Project Net Billing Agreements") with the Adminis-

trator and the other WPPSS No.1 Project Participants whereby, among

other things, the System agrees to sell and said Participants agree to

purchase the balance of the capability of the WPPSS No. 1 Project, the

WPPSS No.1 Project Participants agree to assign their respective shares

,of said capability to the Administrator and the Adsinistrator agrees to
'

.

acquire all of said shares of the Participants. The System and each of"

'

,1 $
1 the WPPSS No.1 Project Participants which is a party to said WPPSS No. I

,

; Project Net Billing Agreements have determined that the sale by the -

r System to such Participant of its share of the capability of the WPPSS
.>

No.1 Project and the assignment thereof by such Participant to the6

[ Administrator will be beneficial to it by reducing the cost of and in-
*

creasing the amounts of firm power and energy which will be available

to serve its members or customers in the future; and

WHEREAS, the Administrator has determined that the exchange of*

power as provided in the WPPSS No. 1 Project Exchange Agreements and the

acquisition of the WPPSS No.1 Project Participants' shares of capability'

of the WPPSS No.1 Project as provided in the WPPSS No.1 Project Net
,,

,,

Billing Agreements will assist in attaining the objectives of the
> Bonneville Project Act and other statutes which pertain to the disposi-

| tion of electric power and energy from projects of the United States
,

I of America in the Pacific Northwest by enabling the United States of

.

America to make optimum use of the Federal Columbia River Power System,

u .
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e

,
.

,

and th t the integrction of the caprhility of th? WPPSS No. 1
;,

Project with the generating resources of the Federal Columbia

River Power System will enabic the Administrator to make avail-
)

. attle additional firm power and energy to meet the needs of his

customers; and
.

WHEREAS, the System has heretofore obtained all approvals,

permits and licenses from governmental agencies or authorities, both

state and federal, having jurisdiction in the premises as are required
e . . . . -- .

,

.

to enable it to proceed with the construction of the WPPSS No.1
,

Project; and

. t

WHERE/.S. the System has heretofore issued
.

liillion Dollarg ($ ) principal'

amount of' revenue notes for the purpose of paying the cost of pre-,'

11minary work and expenses in connection with the WPPSS No.1 Project,

all of which notes are presently outstanding and unpaid; and

WHERIAS, the System now deems it advisable to proceed with

the construction of the WPPSS No.1 Project and to issue its revenue.*
,

$ bonds for the purpose of paying the cost of such construction and to

provide for the payment of the aforesaid revenue notes,

NOW, THEREFORE, BE IT RES01.VED BY THE BOARD OF DIRECTORS2

OF WASHINGTON PUBLIC POWER SUPPLY SYSTEM:

.

s

4
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.* ARTICII I

''o.* CERTAIN DEFINITIONS

f .
'

SECTION 1.1. Definitions. As used in this Resolution the
? following words and phrases shal'. have the meanings hereinafter set

I forth unless the context shall clearly indicate that another meaning

* E. . ' is intended:.

. .

~/ (a) The term " Board" shall mean the Board of Directors of*'

6

,.O a the Washington Public Power Supply System, including the Executive
4. Consittee thereof when acting under authority delegated to it by the.-

Board, or if said Board shall be abolished, the board, body, commission
,

or agency succeeding to the principal functions thereof or to whom the
'

.

powers and duties granted or imposed by this Resolution shall be given

by law.

(b) The term " Bond Fund Trustee" shall mean the trustee,

appointed pursuant to Section 8.2 hereof, and its successor or

successors and any other corporation which may at any time be sub-

.stituted in its place pursuant to this Resolution.

!*
(c) The term " Bonds" shall mean the Washington Public Power

( Supply System Nuclear Project No.1 Revenue Bonds of the System issued
'

,
(

pursuant to and under the authority of Section 4.1 of this Resolution.
,

The term "197,,, Bonds" shall mean the $ Washington Public*

Power Supply System Nuclear Project No.1 Revenue Bonds, Series of

197,_, of the System initially issued pursuant to and under the authority

of Section 4.12 of this Resolution. The term " bonds issued pursuant

to this Resolution" shall mean the Bonds and all additional bonds
,' issued pursuant to and under authority of Section 10.7 of this

Resolution.

(d) The term " Bondholder" or " holder of a bond" shall mean,

any person who shall be the bearer of any Coupon Bond or Bonds or
' coupon bonds or bonds issued pursuant to this Resolution, or the.

registered owner of any Bond or Bonds or bond or bonds issued pur-

suant to this Resolution without coupons.
~'

(e) The term " Capitalized Fuel" shall mean all Fuel the

cost of which, as recorded on the Date of Commercial Operation, is
included as a cost of construction under the Federal Power Commission

| Section 1.1 -5-
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. Unifsra System of Accounts in ef fect on January 1,1970. - ,

i
(f) The term " Construction Fund Trustee' sh'all mean the- ,

_

trustee appointed pursuant to Section 8.1 hereof, its successor or
successors and any other. corporation which may at any time be sub- ).

,

stituted in its place pursuant to this Resolution.
:(g) The < term " Consulting Engineer" shril mean at any time

^ .the consulting engineer or engineering firm appointed pursuant to -

Section 10.11 hereof.

(h) The- term " Cost' of Construction" shall mean all costs
paid or incurred by _ the ' System in connection with the planning,

as suchacquisition and construction of the WPPSS No.' 1 Project,
.

costs are defined in Section 7.11'of this Resolution.
(i) The term "Date of Commercial Operation" shall mean the'

' date fixed by the System and the Administrator pursuant to the Project

Agreement as the point in time when the WPPSS No.1 Project is ready

to be operated on a cousercial basis pursuant to schedules agreed to

by'said parties.
(j) The term " Dual Purpose Operation" shall have the same

meaning as in the Hanford Project Exchange Agreements.
$ (k) The term " Existing Power Facilities" shall mean the }

power house with two turbine generator units with a combined name-

plate rating of 860 megawatts and related auxiliary equipment, trans-

formation and transmission facilities, heretofore acquired and con-

structed by the System in connection with the Hanford Proj.ct.

(1) The term " Fuel" shall mean any nuclear fuel, fuel

assemblies and components, and rights relating thereto, including

.-
any and all nuclear material therefor, together with all associated
and related property incident to the acquisition, processing, repro-

cessing and disposal of the nuclear fuel used or usable in connection

with the acquisition, construction, maintenance and operation of the

WPPSS No. 1 Project.

(m) The term " Government Obligations" shall mean direct

obligations of, or obligations the principal of and interest on which
are unconditionally guaranteed by, the United States of America.

!
! -(n) The term "Hanford Project" shall mean the works,'

*
i

plants and facilities heretofore acquired and constructed by the Supply|
'

)
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a.

System for the generation, transformation and transmission of electric

,

power and ' energy in conjunction with the United States Atomic Energy
1' Commission's New Production Reactor, pursuant to the System's Resolu-

tion No. 178.

(o) The term "Hanford Project Exchange Agreements" shall

mean the agreements dated April 12, 1963, for the sale by the Supply

System of power and energy from the Hanford Project to the Hanford

Project Participants, and the exchange thereof for firm energy and

capacity with the Bonneville Power Administrator, and entered into
.

among the United States of America, Department of the Interior,
.

acting by and through the Administrator, the Supply System, and each
*

of the Hanford Project Participants.

(p) The term "Hanford Project Participants" shall mean

the public utility districts and other wholesale power purchasers,

both public and private, listed in subparagraph H, of Section 1.1 of

Resolution No. 178, which are parties to Hanford Project Exchange
Agreements.

.

(q) The term " Investment Securities" shall mean any of the

{ following, if and to the extent that the same are legal for the
invest ent of funds of the System:s

1. Government Obligations;

2 Cencral Obligation bonds of any state of the United

States of America rated by nationally recognized bond rating

agencies in either of the two highest rating categories
assigned by any such rating ugency.

3. Bonds, debentures, notes or participation certifi-,

cates issued by the Bank for Cooperatives, tra Federal

Intermediate credit Bank, the Federal Home Loan Bank System,

the Export-Import Bank of the United States, tederal Lsnd

Banks or the Federal National Hortgage Association;
4 Public Housing Bonds or Project Notes issued by

Public Housing Authorities and fully secured as to the

payment of both principal and interest by a pledge of
annual contributions to be paid by the United States of

America, or any agency thereof; and.

I
g|
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5. Bank time deposits evidenced by certificates of*

deposit issued by any bank, trust company, or national
hbanking association located in the State of Washington,

which is a member.of the Federal Reserve System, provided

that such bank time deposits in any bank, trust company,

or banking association do not exceed at any one time ino

the aggregate twenty-five per centum (25%) of the total'

of the capital stock and surplus of any such bank, trust

company or banking association.

(r) The term "1963 Bonds" shr.11 mean the System's Hanford
,.

-

Project Electric Revenue Bonds, Series of.1963, issued pursuant to
' and under the authority of the System's Resolution No.178, for the'

purpose of acquiring and constructing the Hanford Project, and

for the 'other purposes prescribed in said Resolution No.178, at

any time outstanding and unpaid from and after the effective date

of this Resolution.
(s) " Operating and Construction Contract" shall mean

/ Contract No. AT (45-1)-1355, entered into by and between the Unitede

0 States of America, represented by the AEC, and the System, dated )-

April 11, 1963, as supplemented from time to time, with respect to

the construction and operation of the Hanford Project by the System.,

(t) The term " Period of Construction", for the purposes

of this Resolution, shall :nean the period of time beginning with

the date of adoption of this Resolution and ending on the date of filing

of the report by the Construction Engineer pursuant to Section 9.6
'

hereof.
.

(u) The term " Project Agreement" shall mean the " Washington

Public Power Supply System Nuclear Project No.1 Agreement" (Contract

No. 14-03-39211), dated , 197,,, by and between the
'f United States of America, Department of the Interior, acting by and,

through the Administrator, and the System, with respect to the con-

struction and operation of the WPPSS No. 1 Project by the System.

,

(v) 1he term " Resolution" shall mean this Resolution, except
.

when used in Articles XII and XIII hereof, in which case the term'

" Resolution" shall have the meaning as defined in Section 12.1 herco' g
i

ji -8-
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(w)~ The term "Recalution No. 178" shall mean-Resolution
e'

No. 178,' adopted by~the Board on April 15, 1963.

(x) The term " Series of Bonds" or " Bonds of a Series"
shall mean a series of Bonds authorized by this Resolution or by a

Series Resolution.
(y) The term " Series Resolution" shall mean a resolution

supplemental to the Resolution authorizing the issuance of a Series

of Bonds.

(z). The term "WPPSS No. 1 Project" shall nean the Washington--

Public Power Supply System Nuclear Project No.1 of the System as more

fully described in Article III hereof (said Project being also known
,

as the"NSSS Project"), and all additions, betterments and improvements

thereto and extensions thereof, but shall not include the Packwood

Lake Hydroelectric Project acquired pursuant to Resolutiom Nos. 104

and 106, adopted by the Board on December 15, 1961, and January 19,

1962, respectively, or the Hanford Project, or the Washington Public

Power Supply System Nuclear Project No. 2, being acquired and con-

structed by the System pursuant to Resolution No. 537, adopted by

the Board on December 4,1970, or any generation, 6ransmission and

k distribution facilities hereaf ter constructed or acquired by the

System as a separate utility system.

(aa) The term "WPFSS No.1 Project Exchange Agreements" shall

mean the agreements dated , 197,,, for the sale by the

System of power and energy from the WPPSS No.1 Project to Pacific

Power and Light Company, Portland General Electric Company, Puget

Sound Power and 1,ight Company, The Montana Power Company, and The

Washington Water Power Company, and the exchange thereof for firm
,

energy and capacity with the Administrator, and entered into by

and between the United States of America, Department of the Interior,

acting by and through the Administrator, the System, and each of the

aforesaid electric utility companies.

(bb) The term "WPPSS No.1 Project Net Billing Agreements"

shall mean the agreements, dated , 197,,,, for the sale

by the System of power and energy from the WPPSS No.1 Project to

certain of the WPPSS No.1 Project Participants and the assignment,

thereof to the Administrator, and entered into by and between the ;g

I.
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United States of America, Department of the Interior, acting by and*

through the Administrator, the System, and each of the WPPSS No. 1

- Project Participants with the exception of those mentioned in sub , )

section (cc) following under the caption " Private Utilities".
(cc) The term "WPPSS No. 1 Project Participants" shall

inean the parties to the WPPSS No.1 Project Exchange Agreements and

the WPPSS No.1 Project Net Billing Agreements listed below:

O
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ARTIC1I 11

p
Findings and Determinations with Resocet to the I

(anford Protect and the Existing Power Facilitics ;,
,

e

SECT 10N-2.1. Inoperability of 'the NPR. The'Bonneville

Power Administrator. . af ter reviewing studies prepared by independent
,

consulting engineers retained by the said Administrator and approved

Lby the System has notified the System that the Hanford Project will
.

be inoperable when the AEC' ceases to operate.the NPR for the purposes

of the AEC and the production of steam energy; that such inoperability

will continue for the period necessary to make repairs, replacements
and modifications to'the NPR so as to enable the System to obtain an

,

operating license, if, in fact, such repairs, replacements.and modi--

*

fications would qualify the NPR as a comunercially licensable project;

that the costs of the required repairs, replacements and modifications

have been demonstrated to be beyond the scope of economic feasibility;

and that in.the absence of a subr .ntial change in the physical

condition of the NPR, the requi ements of the AEC, or other significant

factors constituting the basis of the studies of the said independent

consulting engineers, the Administrator cannot approve the expenditure
(.. p

of funds for the purpose of making such repairs, replacements and

modifications, and at the appropriate time, the Administrator would

be required to direct the System to discontinue the operation of the

Hanford Project in accordance with the provisions of section 5 (1) .

i of the Hanford Project Exchange Agreements.

The Board hereby accepts and concurs in the findings and
'

determinations of the Bonneville Power Administrator.-

'

SECTION 2.2. Reports and Other Surveys. The Board has.
,

caused to be made and submitted to it, and has been furnished with,

various engineering reports, surveys, economic and legal studies and.-

reports with respect to (i) the engineering and economic feasibility. .

of continuing the operation of the Hanford Project from and after

the date the AEC ceases to operate the NPR for the purposes of the
,

AEC, as provided for in the Operating and Construction Contract, and

(ii) the most practical and economical means for the continued
,

[ Section 2.1-
[

~

- Section 2.2 - 11
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.- utilization of the Existing Power Facilities for the production,
.

transformation and transmission of electric power and energy, con-
,

sistent with the System's obligations under the Operating and Con- ;
struction Contract, the Hanford Project Exchange Agreements and

Resolution No. 178, so as to (a) enable the System to assist in

meeting the present and prospective needs of the Hanford Project
.

Participants and the WPPSS No.1 Project Participants, including
9

those which are members of the System, for electricity for all uses,

'(b) c'onserve the valuable p' blic resource of the Existing Poweru

Facilities and prevent in the public interest the economic waste
which will result from the abandonment and consequent idleness of the-

Existing Power Facilities from and after the date the AEC ceases to
,

operate the NPR in a dual purpose mode if an alternate source of steam

energy is not provided, and (c) enable the System to discharge its

public functions and responsibilities in an efficient and economical

manner.-

SECTION 2.3. Agreement sdth AEC. The System has heretofore

on 197_, entered into agreements with the United,

g States of America, represented by the United States Atomic Energy
)Commission designated Supplemental Agreement No. 3, Contract No. AT

(45-1)-1355 and Supplemental Agreement No. 3, Contract No. AT (45-1)-

1357 which, among other things sectie and provide for the discharge

of all obligations and liabilities of the AEC and the System under

the Operating and Construction Contract, and continue the lease of

the land on which the Existing Power Facilities are located so as to

permit the System to operate the Existing Power Facilities with an

alternate source of steam energy.'

The Board hereby finds and determines that in authorizing

the execution and delivery of the said Supplemental Agreements, it

recognized the System's duties and obligations to the holders of the

1963 Bonds under Resolution No. 178, and that the execution and

delivery by the System of said Supplemental Agreements in no way

impairs or adversely affects the rights of the holders of the 1963

Bonds, or the security for the payment of the principal of and*

interest on the 1963 Bonds afforded by the provisions of the dperating
and Constructicn Contract. }

Y Section 2.3 - 12 -
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SECTION 2.4 Findings and Determinations with Resocer to
:! the Hanford Proicet. In order to assist in providing for the

present and prospective needs of the Hanford Project Participants

and the WPPSS No. 1 Project Participants, including those participants
*

which are members of the System, for electricity for all uses, and to
conserve the valuable public resources of the Existing Power Facilities

and prevent in the public interest the economic waste which will re-
'

sult if an alternative source of steam energy is not provided for the

turbine generators constituting a part of the Existing Power Facilities,

the Board after due consideration and analysis of the said engineering
reports, surveys, economic and legal studies, hereby finds and

determines that it is necessary and advisable in the public interest

and in the interests of economical and efficient operation of the

System and the discharge of its public duties and responsibilities

to provide for the use and employment of the Existing Power Facilities

in connection with the System's WPPSS No.1 Project as set forth in

Article III of this Resolution; and the Board hereby further finds,
g determines and declares that from and after the date upon which

the Hanford Project becomes inoperable, the Existing Power Facilities,

including the said turbine generators, shall and will be modified,
renovated and adapted and thereafter shall and will be used and

employed by the System as prescribed in said plan and system here-

inafter set forth in Article 111 of this Resolution.
SECTION 2.5. Findings and Determinations with Respect to

the Hanford Proicet Exchange Agreements. The Board hereby further
*

finds and determines that, by executing and delivering the respect-
ive WPPSS No.1 Project Exchange Agreements and the WPPSS No.1

Project Net Billing Agreements, the System, the United States of

America, Department of the Interior, acting by and through the

Administrator, and the Hanford Project Participants (being all

the parties to the Hanford Project Exchange Agreements) have agreed

(i) to the use and employment of the Existing Power Facilities
j by the System for the purpose and in the manner prescribed in

Section 2.4,

! Section 2.5 13 -.
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Article III hereof, (ii) that the electric power and energy

to be produced pursuant to said plan and system, including the
b

electric power and energy to be produced by'the Existing Power

Facilities, may and shall be disposed of to the parties, in the

. quantities, for the periods and under the terms -and conditions

prescribed in said WPPSS No. 1 Project Exchange Agreements and

WPPSS No.1 Project Net Billing Agreements, and (iii) that the

execution and delivery of said WPPSS No.1 Project Exchange

Agreements and WPPSS No.1 Project Net Billing Agreements by the
.

said parties in no way affects, limits, modifies, alters, releases
,

oc discharges their respective rights and obligations under the

Hanford Project Exchange Agreements, or reduces the payments which

the Hanford Project Participants are obligated to make thereunder

-in order to safeguard and protect the security for the payment of
s

the 1963 Bonds afforded by the provisions of said Hanford Project

Exchange Agreements in the event that sufficient moneys to make

such payments are not otherwise available for such purpose pursuant

to the it*PSS No.1 Project Exchange Agreements, the WPPSS No. 1
i

Prc, * Net Billing Agreements and Section 7.2 of this Resolution. )
SECTION 2.6. Opinions of Counsel. Simultaneously with

the adoption of this Resolution, the System has been furnished with

the opinions of Messrs. Houghton, Cluck, Coughlin & Riley, Seattle,

Washington, and Messrs. Wood Dawson Love & Sabatine, New York, New

York, that this Resolution has been duly adopted by the Board, and

that the provisions hereof are valid and binding in accordance with

! their terms.

:

Section 2.6 - 14 - g
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ARTICf.E III.

THE PIAN AND SYSTEM

'

SECTION 3.1. Findings and Determinations. The Board has'

caused varinus engineering reports and surveys and economic and

environmental studies to be made and submitted to it with respect to-

the present and prospective needs of the WFPSS No. 1 Project Part i ci-

pants, including such Participants which are members of the System,

for electricity for all uses, and the Board, af ter due consideration

and analysis of said engineering reports and surveys and economic

and environmental studies, hereby finds and determines that the:

,

construction of the WPPSS No.1 Project is necessary and advisable
*

in order to provide for the present and prospective power and energy

needs of the WPPSS No.1 Project Participants, that the construction

of the WPPSS No.1 Project by the System and the disposition of the

power and energy therefrom, as provided in the WPPSS No.1 Project

Exc'ange Agreements and the WPPSS No. 1 Project Net Billing Agreements,n

will result in substantial economies and advantages to the WPPSS

No.1 Project Participants, the people of the State of Washington,

{ and the Pacific Northwest, and that the WPPSS No. 1 Project is

economically feasible and urgently required to conserve the resources
of the region.

The Board hereby further finds and determines that in select-

ing the site for the WPPSS No. 1 Project, it has considered the effect

of said Project on the environment, ecology of the land and its wild-

life, and the ecology of state waters and their aquaric life, and
; that the WPPSS No.1 Project will have minimal adverse effects on

the environment, ecology of the land and its wildlife, and the ecology
of state waters and their aquatic life.

The Board further finds and determines that the power and

energy which will be produced at the WPPSS No.1 Project can be dis-

posed of at prices sufficient, with all other available revenues, to
retire all bonds issued'to pay the Cost of Construction of the

WPPSS No. 1 Project, t'o, establish the reserves as herein provided, to,

|
retire the outstanding revenue notes of the System heretofore issued.

I

in connection with the WPPSS No. 1 Project, and to pay the cost of

fi
operation and maintenance thereof and renewals, replacements andi

repairs thereto.

Section 3.1 - 15 -
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The Board hereby also finds and determines that the publict.

interest, welfare, ~ convenience and necessity require the acquisition-

7

and construction b'y t he System of the nuclear generating plant and j
.

' associated facilities to be known as the WFPSS No.1 Project as a~ '

separate utility system for the purpose of supplying the power needs

of the WFPSS No.1 Project Participants which a re men.bers of the System -
, ,

. and the inhabitants thereof and any other persons, including public or. -

private corporations, within or without their limits, with electricity
~ '

- for all uses.

SECTION 3.2. Plan and System. The System hereb'y specifies-

'- and adopts the plan and system hereinafter set forth for the acquisi-

tion, by purchase or condemnscion, and construction of the following-
,

' nuclear electric generating plant and associated facilities as a

separate utility system constituting the WPPSS No. 1 Project of- the

System, to wit:

A. The System shall acquire and construct a nuclear electric

generating plant and associated facilities on and adjacent to the site

of the Hanford Project in Benton County, Washington, on the federal
,

,

g reservation known as the Hanford Works of the AEC located in south-
,

- eastern Washington along the Columbia River, approximately miles*

northwest of the City of'Richland, Washington. Said plant and asso-
o

cisted facilities shall include, but shall not be limited to, a nuclear

steam supply system; a topping turbine with.a nameplate rating of

approximately 336 megawatts; the turbine generators which are a part

of the Existing Power Facilities with such modifications, additions

and alterations thereto as shall be required to utilize exhaust steam -
,

* from the topping turbine; such other components of the Existing Power

Facilities as are used or useful for the generation, transformarion
*

and transmission of electric power and energy; reactor coolant system

7 and all related containment structures and safety features including
*

,

all instrumentation, control and auxiliary systems required therefor;

condensers, circulating water systems, all necessary cooling systems

. .

' Section 3.2
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and related facilities, electrical and mechanical systems and all

other equipment, facilities or appurtenances thereto; all electrical
k

facilities required to deliver the output of the WPPSS No. 1 Project

,to the Federal Columbia River Pcwer System's transmission system
i

at auch point or points as may be determined by the System and the

Administrator; all structures, railroad siding, shops, warehouses,
.

.

tonstruction facilities, office dwellings and all other structures,
fixtures, equipment or facilities used or useful in the construction,
maintenance, operation and administration of the WPPSS No. 1 Project,

and all necessary water rights, development rights, permits, approvals.

and licenses, ~ leases, easements and rights of way.
.

**

B. 'Ihe System shall obtain all permits and licenses re-

quired by any regulatory agency or governmental authority having
<

jurisdiction and any other licenses, permits, approvals, easements

or legal rights of any kind required for, used or useful in connection
with the acquisition, construction, maintenance and operation of the
WPPSS No. 1 Project.

'
.

C. The System shall acquire, by lease or purchase, all
{ h

nuclear fuel, fuel assemblies and components,_and rights relating

thereto, including any and all nuclear material therefor,.together'

with all associated and related property incident
,

to the acquisition,
processing, reprocessing and disposal of the nuclear fuel used or

usable in connection with the' acquisition, construction, maintenance
and operation of the WPPSS No.1 Project.

D. The System shall acquire all. tools, equipment, spare

parts, automotive equipment, instruments, operators' dwellings, ware-.

houses and other associated and related property necessary in con-

nection with the acquisition and construction, maintenance, operation
,

and administration of the WPPSS No.1 Projet .

SI.

E..

The System shall acquire all lands, rights in land,
leases, easeients, permits and other physical property related to or

necessary for use in connection with the WPPSS No. 1 Project, together
.

with all and singular, the tenements, hereditaments and appurtenances

- 17 -

k-
:j t-

, ,

,

y,--



*
.

* belonging' or in anywise appertaining to the aforesaid Project, or any*

part thereof.

F. Any additional works, plants or facilities subsequently )

acquired or constructed by the System for the same uses, whether or

not physically connected therewith, which, if so authorized by resolu-

tion of the Board, may become additions or betterments to or exten- .

sions of the WFPSS No.1 Project.

C. The System shall cause to be made any and all surveys,

studies, appraisals and financial and engineering investigations neces-

sary or incidental to the location, acquisition and construction of

the electric works, plants and facilities of the WPPSS No. 1 Project
*

and the placing of the. same into operation, including all such surveys,

studies, investigations and other work necessary to comply with all

environmental laws and with all environmental orders, regulations and

standards of any federal or state agency having jurisdiction over the

WPPSS No.1 Project now or hereafter in effect.

SECTION 3.3, Modification of Plan and System. The System

.
may modify details of the foregoing plan and system, including modi-

fications to make provisions for the installation of additional faci-

lities, provided that if such modification occurs during the Period

of Construction, the System shall have filed with the Construction Fur 8

Trustee and the Bond Fund Trustee certificates of the System and of

the Construction Engineer as to the matters set forth below, and if

such modification occurs after the Period of Construction, the System

shall have filed with the Bond Fund Trustee certificates of the System

; and the Consulting Engineer as to the matters set forth below. Such,

eertificctes of the System, the Construction Engineer and the Consult-

ing Engineer shall provide that in the opinion of the signers, such

modification (i) does not substantially change the plan and system

specified in Section 3.2 of this Resolution, and (ii) is proper and
necessary for the efficient and economical operation and maintenance

of the WPPSS No. 1 Project.

The Board finds and determines that the acquisition and
,

Section 3.3
)
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construction of the WPPSS No.1 Project will properly and advantageously,
,

contribute to the conduct of the business of the System in an effi-<

.,
cient and economical manner,

.

w
.}

SECTION 3.4. Cost of Plan and System. The estimated cost
2. , ,

i

of the plan and system herein specified and adopted for the acquisi- I

tion and construction of the WPPSS No.1 Project, including as a part

of such cost funds necessary to be paid or set aside for Capitalized

Fuel, for working capital for 'the operation thereof, for the payment -'

of expenses heretofore and hereafter incurred in the acquisition and

construction thereof, and therepayment of revenue notes of the System.

heretofore issued for the purpose of paying the cost of preliminary
,

work and expenses in connection with the WPPSS No.1 Project, is hereby

declared, as near as my be, to be the sum of
,

Million Dollars ($ _ ).

SECTION 3.5. Sufficiency of Revenues. The gross revenues

and proceeds to be derived by the System from the operaticn of the

UPPSS No.1 Project at the rates and charges to be fixed for the power

( 0 and energy furnished thereby will be sufficient, in the judgment of

the Board, to meet all expenses of operation and maintenance of the

WPPSS No. 1 Project and to make all necessary repairs, replacements

and renewals thereof and to permit the setting aside out of such

gross revenues, in the special fynd created pursuant to the provi-

sions of Section 7.3 of this Resolution, of such amounts as may be

required to pay the principal of and interest on the Bonds as the

same become due and payable.
,

.

I

( Section 3.4
*

Section 3.5
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ARTICLE IV'
-.

AUTHORIZATION AND ISSUANCE OF BONDS'

SECTION 4.1. Authorization of Bonds. There is hereby
a

created and established an issue of Bonds of the System to be known

as the Washington Public Power Supply System Nuclear Project No.1-

Revenue Bonds" (the " Bonds"), which Bonds may be issued pursuant to

the terms, conditions and limitations of this Pesolution in series, in suct
amounts and from time to time, as may be required to pay the Cost of

Construction, to establish reserves as'herein provided, to retire the

outstanding principal amount of revenue notes of the System issued in
,

connection with the WPPSS No.1 Project, and for the other purposes
,

.

.

herein authorized and set forth.*

SECTION 4.2. Authorization of 197 Bonds. There is hereby

authorized to be issued a series of

Million Dollars ($ ) principal amount of Bonds, Series of

197_ (the "197_ Bonds"), which shall bear interest at the rates and

shall mature on 1, in numerical order, lowest numbers first,
,,

in each of the years and in the amounts as shown below:
}g Interest Interes

Year Amount Rate Year Amount Rate

[It is contemplated that the principal maturities of the

197_ Bonds at applicable rates of interest, together with any manda-

tory sinking fund payments will, beginning in the year 19__, be so

arranged as to (i) result in substantially equal annual debt service*

payments, or (ii) conform, at the time the 197_ Bonds are issued, to
the actual or contemplated requirements of the Administrator for cet*

billing payments under the hydro-thermal power program.]

The 197_ Bonds maturing on ,1, 20__, shall be

redeemed by sinking fund installments which shall be accumulated in

the Bond Retirement Account in the Bond Fund (hereinafter created

j and established) in amounts sufficient to redeem on 1,

Section 4.1
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of each year the pelikip44 amount of 8ach 197_ Bonds specified t..r

each of the yearv .hA.o below:

,
. gs, Amc g Year Amount Year Amount

*
i
i

The 197_ Bonds shall be issued either in coupon form

(1crcinsfter in thi s Ar tic le c alled "197_ Coupon 39nds"), registr sble

as. to principal orily, or in the form of fully registered Bonds

(hereinafter in this Article called "197_ Registered Bonds"), or a*

combination of both forms, and may contain such variations, amounts

and insertions as are incidental to such differences of numbering,-

denominations and forms, including variations in the provisions for

the registration and transfer of said 197_ Bonds. 197_ Coupon Bonds
1

- shall be issued in the denomination of $5,000. 197_ Registered

Bonds may be issued in the denomination of $5,000, or any multiple

of $5,000. 197_ Coupon Bonds and 197,, Registered Bonds initially

( ) issued shall be dated , 197 . 197 Registered Bonds
,

issued upon exchanges and transfers of 197_ Registered Bonds and

upon exchanges of 197, Coupon Bonds for 197_ Registered Bonds, as

hereinaf ter provided, shall be dated so that no gain or loss of

interest shall result from such exchange or transfer. Each 197_
Registered Bond shall bear interest from the date thereof. 19,

Coupon Bonds shall be numbered from 1 upwards, and 197_ Registered

Bonds shall be numbered from R 1 upwards.
*

Interest on the 197_ Bonds shall be payable semi-annually
on 1 and _1 of each year, beginning

, __

1, 19,,,, but, except as to any 197_ Registered dund,

only upon presentation and surrender of the respective interest

coupons attached as . the y severally become due. Each of such coupons

shall be numbered in order of its respective maturity. 197_ Coupon
Bonds may be registered as to principal only in accordance with the,

"

ptovisions of Section 5.3 of this Resolution.
4

t- 21

fi

.

k

'"
L_ _ -_ _ _ _ _ _ _ _ _ _ - - - - - -

-



- _.

'
.

*
.

The principal of and interest on the 197_ Bonds shall be*

payable at the principal of fice of ,
in the City of Seattle. Washington, or at the option of the holders
thereof at the principal office of

in the City of Chicago, Illinois, or at the principal office of
in the City of New York, New York,

, , _

whict Wnka are hereby appointed as Faying Agents for the 197_ Bonds.

SECTION I. 3. Redemption of 197 Bonds. At the option of

the System, the 197, Bonds shall be subject to redemption prior to
,

maturity on or after , 19_ , as a whole at any time,

or in part from time to time on any interest payment date and in inverse

order of their maturities (and in the event that less than all of the
197_ Bonds of a maturity are called for redemption, the particular

197, Bonds of such maturity to be redeemed shall be selected by lot),
I upon published notice as provided in Article VI of this Resolution,

at the redemption prices with respect to each 197_ Bond expressed as

a percentage of the principal amount of the 197_ Bonds to be redeemed,
i I'

set forth below, together with the interest accrued thereon to the

date fixed foi redemption:

Period During Which Redeemed Redemption
(Both Dates Inclusive) Prices

provided, however, t. hat the System further reserves the right to

redeve the 197_ Bunds maturing on 1, 20_ , prior to the,

maturity thereof, upon published notice as provided in Article VI

of this Resolution, in part, on any interest payment date on and

after 1,19_, but only (a) upon payment of the principal
amount thereof f o:n the amounts credited to the Bond Retirement

Account in the Bond Fund putsuant la paragraph C of Section 7.3 of

this Resolution, and (b) upon payment of

( ; per cent ( 7.) of the principal amount thereof from excess

-
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moneys available therefor in the Bond Retirement Account in the*

Bond Fund resulting from the payments therein pursuant to Sections

7.14 and 10.8 of this Resolution, in each case together with .

|
accrued interest to the date of redemption. The System further t

h

reserves the right to redeem all of the 197_ Bonds, at its option, j
as a whole, or in part in the inverse order of their maturities

(and in the event that less than all of the 197_ Bonds of a maturity
are called for redemption, the particular 197_ Bonds of such maturity
to be redeemed shall be selected by lot), at any time on or before j

1, upon published notice as provided in Article VI

-

of this Resolution, if the WPPSS No. 1 Project is terminated as provided |'

in subparagraph (a) of Section 15 of the Project Agreement, at the.

principal amount of the Bond or Bonds to be redeemed, together with
accrued interest thereon to the date fixed for redemption.

SECTION 4.4. Authorization of Series of Bonds Other Than

197 nonds. Subsequent to the issuance of the 197_ Bonds, the System

may issue hereunder at one time or from time to time an additional

Series or additional Series of Bonds by means of a Series Resolution

( t
-

or Resolutions, but only upon compliance with the following conditions:

(1) There shall have been delivered to the System a certi-

ficate of the Bond Fund Trustee that no default exists in the pay-

ment of the principal of or interest and premium, if any, on any

Bond and all mandatory sinking fund redemptions, if any, required to

have been made shall have been made; and

(2) There shall have been delivered to the Bond Fund
Trustee a certificate of the Secretary of the Board that (i) no

,

default exists in the payment of the principal of or interest on

the 1963 Bonds; (ii) there has been no amendment of, or modification

| to, the WPPSS No. 1 Project Net Billing Agreements, the WPPSS No. 1

Project Exchange Agreements and the Project Agreement which will reduce

the aggregate amount of the payments provided for therein or which will

release any party thereto from its obligations thereunder or which

will in any manner impair or adversely affect the rights of the System

or of the holders from time to time of the Bonds; and (iii) the WPPSSy

{ No. 1 Project Net Billing Agreements, the WPPSS No. 1 Project Exchange

Agreements and the Project Agreement are in full force and effect.
| f
,

Section 4.4
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Each Series of Bonds, other than the 197_ 3onds, shall be"

dated, numbered and bear interest at the rate or rates per annum and be

payable, both as to principal and interest, at such time or times at )

place or places as shall be prescribed in the Series Resolution or
Resolutions providing for the issuance thereof; provided that the express

maturity date of such Bonds which are term Bonds shall be ,

20_. ' The Series Resolution authorizing the issuance of each Series of

Bonds may also provide that the Bonds of such Series shall be redeemable .

prior to their respective maturities at the option of the System at such
time or times and upon such terms and conditions as the System nay pre-

scribe. Unless or except as otherwise provided in the Series Resolution*

providing for the issuance thereof, the Bonds of each Series shall be

issued either in coupon form (hereinafter, together with the 197_ Coupon

Bonds, called " Coupon Bonds") of the denomination of $5,000, registrable

as to principal only, or in the form of fully registered bonds (herein-
:

after, together with the 197_ Registered Bonds, called " Registered Bonds"'

of the denominations of $5,000, or any multiple of $5,000, or a combina-

tion of both forms.

$ The Series Resolution or Resolutions shall contain an app? )
priate series designation, shall specify the authorized principal amount

of such Series of Bonds, shall provide that the interest on such Series or

Bonds shall be payable on 1 and 1, and the principal

payments and sinking fund payments for the retirement of term Bonds in

advance of maturity shall be payable on 1, and shall specify

such other provisions as may be required to be set forth therein by other

| provisions of this Resolution, and not inconsistent or in conflict with
'

the provisions hereof, as may be deemed necessary or advisable by the
i

[ System.
l
! The System hereby covenants and agrees that it will take all

lawful measures required to issue and sell from time to time or at one

time additional Series of Bonds to the extent required to enabic the

System to pay the remaining balance of the Cost of Construction, includ-

ing, but without limistion, interest accruing on such Series of Bonds

and the 197_ Bonds until September 1,1980.

' )
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ARTIC1E V

( GENERAL TERMS AND PROVISIONS OF BONDS

SECTION 5.1. Execution and Payment of Bonds. The 19 7_ bo nd s

and, unless or except as otherwise provided in the Series Resolution

providing for the issuance thereof, all other Series of Bonds shall be
executed on behalf of the System with the facsimile signature of the

President of the Board and attested with the manual signature of the

Secretary of the Board or Treasurer of the System, and the facsimtle

seal of the System shall be imprinted on each of the Bonds, and the
.

coupons thereto attached, if any, shall be executed with the facsimLle

signatures of said President and Secretary. In case any of the officers
who shall have signed, attested, authenticated, registered or sealed

any of the Bonds or interest coupons, shall cease to be such officers
before the Bonds and interest coupons so signed, attested, authenticated,

registered or sealed shall have been actually issued and delivered,
such Bonds and interest coupons shall be valid nevertheless and may be

issued by the System with the same effect as though the persons who had

k signed, attested, authenticated, registered or sealed such Bonds and

interest coupons had not ceased to be such officers. All Bonds shall

be payable as to interest, principal and premium, if a ny, in a ny t o r n

or currency of the United States of America which at the time of par

ment thereof is legal tender for public and private debts; and, except

as otherwise provided in Section 5.7 hereof, with respect to the pay

ment of interest oc Registered Bands, shall be payable at the p / i n. 1

pal office of the paying agents of the System for such Series of
.

Bonds, designated herein for the 197_ Bonds and to be designatre i

the Series Resolution adopted by the Board with respect to the B u mt .4

of such series (hereinafter referred to collectively as the "Paysag

Agents").

SECTION 5.2. Bonds are Negotiable Instruments. All of the

|
Bords and the interest coupons attached thereto shall be negotiable

i instruments to the extent provided by Section 54.24.120 of the Revised

i
Code of Washington. Coupon Bonds, except while registered as to

(
i Sectica 5.1
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principal otherwise ti. .,to beases, shall pass by delivery. The

registration of any Ccupon Bond as to principal only shall not afinc

the negotiability of the (.oupons thereto appertaining, which shall '

reinain payable to bearer and pass by delivery, whether or not the Bond

to which any coupon appertains is registered. The System, the Bond Fund
.

Trustee, the Paying Agents and any other person may treat the bearer
,

(or if such Bond be registered, the registered owner) of any Coupon Bond,

the registered owner of any Registered Bond, the bearer of any Coupon

Bond registered as payable to bearer and the bearer of any coupon wherher

or not the Bond to which said coupon appertains is registered as to,

principal, as the absolute owner of such Bond or coupon, as the case may,

be, for the purpose of making payment thereof and for all other purposes,

and neither the System nor the Bond Fund Trustee nor the Paying Agents

shall be boend.by any notice or knowledge to the contrary, whether such
Bond or coupon shall be overdue or not. All payments of or on account

of interest to any bearer of any coupon, or to any registered owner of

any Registered Bond (or to his assigns), and all pnyments of or on
'

.
'

account of principal to any bearer of any Coupon Bond (or if such Bond
0-

be registered, to the registered owner, or to any bearer of such Bond ),
,

i

registered to bearer), or to any registered owner of any Registered Bond,

*
(or to his assigna) shall be valid and effectual and shall be a dis-

.t
4 charge of the System, the Bond Fund Trustee and the Paying Agents. in

respect of the liability upon the Bonds or coupons or claims for interest,
as the case may be, to the extent of the sum or sums paid,,

t SECTION 5.3. Registration Books; Registration of Coupoi.-

'

Bonds as to Principal Only. The System will cause to be kept at the

principal office of the Bond Fund Trustee, as Registrar, at all times
while any of the Bonds shall be outstanding and unpaid, books for the,

*? registration and transfer of such Bonds. Upon presentation to the,

Registrar for such purposes by any bearer of any Coupon Bond, the S y,t eia

will, under such' reasonable regulations as (with the approval of tbc

Registrar) it may prescribe from time to time, cause such Registrar

to register in such books, in the name of the bearer or his nominee,
!

! 6

|
Section 5.3

gi - 26 -

.

*

t_ _ __ _ . _ _ , . - - - _ - -- _ _ - ---- - -5E



;

*
.

.-
the ows.ership, a= to prt napal ontv, of any such presented coupot; s a r.a

I and such registration shall be noted on the Bond. After such te) i t i t

tion ar.d i:otation, r.o trar.sfer of any such Coupon Bond registered ot hs a*

wise than as payable to bearer shall be valid unless evidenced by a

written instrument of transfer, in form satisfactory to the Regist rar,

duly executed by the registered owner in person or by his duly autha-

rized agent ; but any such Coupori Bond so registered may be dischargcc

from registration, ar.d transferability by delivery nay be restored. by

a like transfer to bearer similarly registered and noted. and af ter such

transfer to bearer such Bond shall be a bearer Bond. Any such Coupon*

Bond may again, from time to time, in like manner, be registered as to

principal only or be transferred to bearer.
.

.
SECTION 5.4. Transfer of Registered Bonds. Ary Registered

i

Bond may be transferred pursuant to its provisions at the principal*

4

office of the Registrar by surrender of such Bond for cancellation,*

accompanied by a written instrument of transfer, in fon, satisfactory

to the Registrar, duly executed by the registered owner in person or

by his duly authorized agent, and thereupon the System will issue'

.
,

and deliver at the office of such Registrar (or send by registered ami)

to the owner thereof at his expense), in the name of the transf ence or

transferees, a new Registered Bono of the same series, form, interest

rate, principal amo.nt and maturity, dated so that there shall resait

no gain or loss of interest as a result of such transfer. To the extent
e

of denominations authorized in respect of any such Bond by the terms

thereof, or by the terms of this Resolution or the Series Resolut 20 i
,

providing for the issuance thereoi, one such Registered Bond may e
; transferred for several such Registered Bonds of the same series, form.

inte rest rate and maturity, and for a like aggregate principal amount ,

and several such Registered Bonds of the same series may be trans
' ferred for one or several such Registered Bonds, respectively, of tbt

same series, form, f r.terest rate and maturity and for a like ah6regate

principal amount.
6

|
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SECTiON 5.5. Exc hange of hands _. The bearer of any coupon

Bond which at the time l's nut registered, or is registered as payabit )
to bearer, and the registered owner of any Registered Bond or any

* Coupon Bond registered as to principal otherwise than to bearer,

unless and except as is otherwise provided in the Series Resolution

providing for the issuar.ce thereof, may, at any time, providing such
,

Bond shall not have Deen called for redemption, surrender the same
,

at the principal of t tce of the Registrar, in the case of Coupon Bonds

with all uimatrred ccupons attached, and in the case of Registered

Bonds or Coupon Bor.ds registered as to principal, with instrunents of
,

transfer satisfactory to the Registrar, and shall be entitled to receive
,

in exchange therefor an equal aggregate principal amount of Bonds of

the same series. interest. rate and maturity, of any one or more of the

forms, the issuance of which has been herein provided for; and the
;

System will issue and deliver at the principal office of such Registrar

(or send by registered mail to the owner thereof at his expense) the

Bonds necessary to make such exchange.i.
; -

I Whenever Registered Bonds with proper instruments of transf- -).

shall be surrendered to the Registrar for exchange for Coupon Bonds of.

; the same series, interest rate and maturity, the System will issue and

deliver at the principal off' e of the Registrar (or send by registered

| mail to the owner thereof as his expense) in exchange a like princ ipal

amount of Coupon Bonds of the same series, interest rate and maturity,

in bearer fons, and bearing coupons so that no gain or loss of interest

shall result from such exchange. Nothing herein contained shall be

deemed to authorize the execution and delivery of Registered Bunds,

of a Series of Bonds, except in the denomination of $5,000, or any

multiple of $5,000, except as otherwise provided with respect to any.

'

Series of Bonds in the Series Resolution authorizir.g the issuaree
.,

'* thereof.
!

SECTION 5.6. Disposition of Bonds Surrendered in Exchange

; of Transfer: Charges for Exchange and Transfer. In every case of an

exchange of Bonds, and of a transfer of any Registered Bond or Coupon
!- Bond registered as to principal, the surrendered bonds and coupons.
| )

, . Section 5.5! -
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if any, shall be held by the _Itegistrar and a certificate eviden. tag.

such exch4 age ut ttat hier shall be t ras.smitted promptly to the System.

All Registered Eceds surrendered f or exchange or transfer i,h.sil be

ca nc e lled . Unless or except as otherwise provided in the Seties tiesolo

tion authorizing the issuance of a Series of Bonds Coupon BonJs will

be held by the Registrar, who shall make provision satisfactory tu the

System for the satekeeping of such Coupon Bonds. t.s a condtt to. cf any

such exchange ur of ainy registration er transfer, the System at its

option may require the payment of a sum sufficient to re tmburse it for

any stamp tax or other goveromental charge that may be imposed thereon.
,

All Bonds executed and delivered in exchange for or upon transfer af
.

l'o ils so surrendered shall be valid obligations of the System evidenc ing

the sama debt as the Bonds surrendered, and shall be entitled to all the'

benefits and protection of this Resolution to the same extent as the

-Bonds in exchange f or, or upon transfer of which, they.were . e.w ...

and delivered.

Anything hsrein to the contrary notwithstanding, the sota

will, without any charge to the holder of any Registered Bond iritially
issued, upon written request of such holder, deliver or cause to be

delivered at the of fice of the Registrar in exchange for such Registered3

Bond, coupon Bonds with appropriate coupons attached, of the deno triation

provided by this Resolution or the Series Resolution authorizing the
issuance of such Bonds, in an equal aggregate principal amount .iu of

the same series, interest rate and maturity. For the purpose :,1 this

paragraph, a Registered Bond issued pursuant to Section 6.' bere f

upon a partial reddption of a Registured Bond initially lwie.t t ...
.

under or upon a partial redenption of a Registered Bond pre /10+ .,

issued upon such a pattial redemption shall be deemed to h.tw tv,

initially issued hereunder.

SECTION 5.7 :ayment o t_ Bonds a nd I nt e re s t . The dond- ot

each Series and coupons appertaining thereto may be presented fer paf

ment at the principal office of any of the Paying Agents for .ud-'-

Series of Bonds. All Bonds and interest. coupons upon the payment

k' Section 5.7a
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. therce t tM11 be car.:alled by the Pav'.ng Agents. A cerrificato !

evider.eing such eaccella: Ion and any cancellation p'trsuant to Sect Lon

5.6 l'ereof shall be tra.a.mitted t.' the Bond Fund Tru tee monthly, aad

the Bond Fund Trustee shall, prior to the twentieth day of each month,

furnish to the Systen, copics of all certificates evidencing car. cella-

tion of all Bor.ds and interest ,ceupons in the precedirg month, tegeLbar

with a statement as to the Bor,ds and !nterest coupons paid in said

preceding mosth.

The prinripal of and interest on all Coupon Bands and the

principal of all Registered Bonds of a Series of Bonds shall be payable

at the principal office of any one of the Psying Agents for such Series

of Bonds. Payments of the interest on the Coupon Bonds shall be made

only upon presentation -d surrender of the coupons, if any, represen-

* same, respectively, become due and payable.tinF such interest > - -

'

t on each Registered Bond shall be ciade by thePayment of the I:

Bond Fund Trust 1 each interest paymer.t date to the person whose
i

nacie appears e- egistration books of the System as the re.3 ste es -I1

owner thereof. 'ack or draft m2iled to such registered cwrer it

his address as - apeara on such registration bock:3

SECTIO.N 5.8. Lost, Dertrcyed or Mntilated unda. Ir. c..sa,

any 3er.d or ar.y ccupon thereto appertaining shall at any :m.a oe.o.:

mutilated or be Icst, stolen or dentrayed, the System nr. the cac Of

fsuch mutilated Bond or coupon shall, and in the case of such a ioat,
'

stolen or dest:oyed 3:cd or coupon in its discretion may, exwcr.' .

deliver a nuv Bo-d et coupon of ene same series, interest rate nr !
i

| maturity and of like tenor and effect in exch. nge or sabstito:.toa

for and upon the surrender and cancellat2on of such mutilaced becd

[ or coupons appertaining thereto, or in lieu of or in substitution for
i

i- such destroyed, stolen or lost Bond or coupons, or If such stolen,

destroyed or lost Bond or coupons shall have matured, instead of tssuing

a sube.titute t5crafor, the System may at its option pay the same withr.ut

the surrender thereof. E.-ccpt in the case where a mutilated I'0 :d or
.

>

j coupon is surre-dcred. the appinennt for the issuance of a subst truto
fi Bond or coopons. .shall f urnish to the syste a eviounce satisfactc.ry r0

Section 5.8
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'at of the thett, dest :su t ton or s i c. . : the criginal Bond or (.w.m-
.. g

and ot (tri- ow ne r* hip t he t euf , arid aise, such secur ity and andemni t y .t -

.I
may be required by the System, an i nn such substitute Bend or r oonom

shall he assuets ur.less the applis int for the issuance thereof < hail re

Amburse the System for the expenses incurred by the Systen. in conne tisia

with the preparation. execution, issuance and delivery of the substit ute -

Bond or ccupens a A any such substitute Bond or coupons shall be equally

ard l a..rottionately entitled to the security of this Resolution with all

i s.. . hon.s / . ..upos.. i.aneo n a- :.s.hethen er v .t - *. ! e r < r.o -

pons alleged to have been lost, stolen, or destroyed shall be found 2r
.

any time or_ enforceable by anyone. The System shall advise the Bond

Fund Trustee and the Paying Agents 'of the issuance of substitute Bonds
All Bonds and coupons so surrendered to the System shallor coupons.

be cancelled by it.

SECTION 5.9. Limitation on Duty of System to Register, Ex |

change or Transfer Bonds. The System shall not be required (a) to issue,

transfer or exchange Registered Bonds for a period of ten (10) days next

preceding any interest payment date therefor, (b) to issue, register,
$( from registration, transfer or exchange any Bonds for a ps t moddischarge''

of ten (10) days next preceding any selection of Bonds to be r e J a c a.e 1

thereatter or for a period of ten (10) days thereaf ter or (c) t- ei:

ter, discharge from registration. transfer or exchange any Bot.J *bts h

have been designated f or redemption within a period of tht ty (U., J.ivs

next preceding the date fixed for redemption.

SECTION 5.10. Destruction of Bonds on Payment , Exchaner or

Tra r.s f e r . All Coupon Bonds and interest coupons paid by any 6 4) ti..

or the Bund Fund frustee shall ue cancelled and shal! us
16

Agent

by such Paying- Agent or Bond Fund Trustee, as the case may be, pur -
to such regulations, consister.t with the laws ot the state oisuant

Washington, as the Bond Fund Trustee (with approva t r.: the .iy.c t-t ii

shall presc ribe. All Registered BonJs cancelled or. ar. count of 0.spne nt .
a i.3transfer or exchange shall be delivered to the Bond Psnd Trustte

shall be disposed of by the Bond Fund Trustee in accordance with the

instructions of the System.
'

,

,
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..' ARflCLE VI'

REDEMPTION OF B0HOS
.)-

SECi10N 6.a. 1ime of ReJeuf lun. The Bonds h es. e-

aubject to redemption ptior to matun ity shall be redeemed upon the terms

and conditions spec tfled in this Resolution. The 197_ Bonds shall be
.

subject to redemption at the times and upon the payment of I'. tedemp-
.

tion prices specified ici Sec tion 4.3 hereof, and all other Series of

Bonds shall be subject to redemption at the times and upon payment ut-

the redemption prices specified in the Series Resolution or Resolutions

authorizing the issuance of such bonds.,

'

SECTION 6.2. Selection of Bonds for Redemption. If less than-

all of a Series of Bonds are to be redeemed at any time, they shall be

redeemed in the inverse order of maturities, and if less than an entire

maturity is to be re' deemed, the Bond Fund Trustee shall determine by lot,

. in any manner deemed by it to be fair, the serial nut.bers of the por t ico-

lar Bonds of such maturity so to be redeemed.
.

*

SECTION 6.3. Nctice of Redemotion.
> Notice of any redemptio").

shall be given by the System, or by the Bond Fund Trustee in the uai or.

the System, by publication of a notice, which notice shall specity the.

*
title, series, maturitiee, letters and numbers or other distinguichtnq

,

.-

;, mat hs of the Bonds to be redeemed, the redemption date and the place t i

places where the amuunt due upon such redemption will be payable and, In

the case of Registered Bonds to be redeemed in part only, such notice shall.

also specify the respective portions of the principal amount thereof to be
.

redeemed. Such notice shall furtt.er state that upon the date ! swe.1 f..

redemption there shall become due and payable upon each Bond t o n -

redeemed the principal amount therenf plus the premium, if any. A a-

thereon upon the said redemption date, together with interest acc rued
,

.

to the redemption date, and that f rom and af ter the redemption dare

interest thereon, or on the portion of any Registered Bond to be te .

deemed in part (unless the System snali default in the payment of the

Bonds, or of the por tion of any Registered Bond, so to be redeemed in

part) shall cease to ac c rue and become payabic. Sanch natire shaal bei

.
. )

$| Section 6.1 32.

Section 6.2
Section 6.3

.

O - - - - . . . .
. . .. . . . . .



__-_-______-___-- _ - _ _ _ - -- - - _ -

a

*
.

-

published at leaat once on any businesa, day of the week in daily

financial papers, or in daily newsr..perr of general circulation pr int ed
!

In the English language, published in each of the cities of Seattic.
Washington, Chicago, 1111r'oir , and New York, New York, the date of

publication to be r.ot less than thirty (30) nor more than .1xty (60)
days prior to the date . fixed for redemption. If, because of the

tempcrary or permanent suspension of the publication or general r ircula-

tion of any financial paper er newspaper in any particular city. the
:sond Fund Trustee deema it impossible to publish any such notic e of

redemption in such (.ity in the manner herein provided, then there shall
.

be made in lieu thereof such publication as shall be apptoved by the
- Bond Fund Trustee, and the same shall constitute a sufficient publi-

cation of such notice. The Bond Fund Trustee shall also mail a copy

of such notice, postage prepaid, not less than twenty-five (25) days

nor more than sixty (60) days before the redemption date to the regis-

tered owners of Bonds which are to be redeemed in whole or in part

at their last addresses, if any, appearing upon the registry books , but

such mailing shall not be a condition precedent to such redemption, and
( $ failure to mail or to receive any such notice shall not affect the

validity of the proceedings for the redemption of Bonds. The System
shall give written notice to the Bond Fund Trustee of its election to

redeem Bonds at least forty-five (45) days prior to the redemption . late,

or such shorter period as shall be acceptable to the Bond Fund Trustee,

and if notice of redemption is to be published by the Bond Fund Trustee,
such notice shall contain all the information necessary to enable the
Bond Fund Trustee to publish the notice of redemption in the u.anner.

aforesaid. As to Bonds which are redeemable by the Bond Fund 1 rust.=

without action being taken by the System under the terms of thi:.

Resolution, the Bond Fund Trustee shall proceed to publish notice of

redemption of such Bonds at the time specified in this Resoluttun with-

out further directicn from the Syetem. Whenever notice of redemption has

been duly given as herein provided, the Bcond Fund Trustee shall, net

later than five (5) days prior to the date fixed for redemption in t us h
notice, transfer to the Paying Agent or Paying Agente for the Bondr so to

f |f
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' be redeemed aucunts in taan which, in addiciun to other moneys, if any,.
bheld by such Faying Agent or Paying Agents for such purpose, will be

suillclent to redeeni on the redeinptian date, all the Bonds so to be

s edeemed.
.

SECTION 6.4. h yment, g Redeemed Bonds; When Interest on.

Bond _s Cajled fcr Redemption ceases to Ac crue. Notice having been*

given by publication in Lt.e manner provided in Section 6.3 hereof,

the Bonds or portit.ns thereof so called for redemption shall become

due and payable on the redemption Jate designated in said notice , and'

* the Paying Agents shall make pays nc thereof upon presentation and
' surrender thereof et the offices of the Paying Agents specified in.

such notice, together with, in the case of Bonds registered other-

wise than to bearer and for which payment is requested by a per-

son other than the registered owner, a written instrument of transfer

duty executed by the registered owner, or his duly authorized attorney,

and, in the case of Coupon Bonds, with the pertinent coupons maturing

f subsequent to the redemption date. In the event there shall.be drawn.

) for redemption less than all of the Bonds represented by a Registered ).

*

Bond, the System shall execute and the Paying Agents shall deliver upon
' the surrender of such Bond without charge to the owner thereof, for the

,

unte deemed balance of the principal amount of the Bond so surrendered,

either Coupon Bonds or a Registered Bond or Bonds, of the same series,

interest rate and maturity, in either the denomination of such.

unredeemed balance or in any of the authorized denominations as
* shall be requested by the registered owner of the Registered Bond,

*
. so surrendered; provided, however, that the System may, by agreement

with the telder of any Ret stered Bond, make payment of the redemp-i

.

tion price of a portion of such Registered Bond directly to the

? registered owner thereof without presentation er surrender thereof,

upon such terms and ccnditIons as the System cuy consent to in s a h

agreenient . The Bond Fucd Trustee and each Paying Agent shall be

advised by the System of each such agreement and shall be entitled,

4 to rely thereon, and to make payments in accordance therewith,

until notified by the System of the termination of such agreement.
, ,

.
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If money, for s ee r ede64 s e ,o c f all te. wir.os , ce pei t tons tr c r ect .

| | to be rede.med n any r ed-mpt a.. . dat e , togethet with tuterest t., tlw.

redemption date . shall t,* held by tic !aying Agents s a5 v . t.a avail.
!

able therefer en the d4te fixed fer r t.e redemption t bt reci, and a f )

notice r.! redemptian of said Bet cs shall have been published as pro.

vided in this Artic le . then from and after the redemption date tc

terest on the Bands .,r pcr tions thereof to called for readaption

Phall Cease to af g rue and become payable. and the coup ns for intsteSt

pertaining theretc maturing subsequent to the redenption date shall

be void and all Bonos ce portions therect sa called for r edempt ion'-

shall be payable solely f rom the maneys set aside for the payment

thereof with the Paying Agents, and said Bends or por tions thereof

shall no lenger be secured by the lien on and pledge of the revenues

of the Hanford NSSS Project; provided, however , that such lies' and

pledge shall continue in full force and ef fect as to the por t ton cf
any Registered Bond not called for redempt ion . If nwneys shall not

be available on the redemption date specified for the paymen: et

) any Bonds, or porticn of Registered Bcods, for the payment of such

Bonds, or por tions thwreof , as shall have been called for redempt j e n ,

such Bonds, or portions thereof, shall continue to bear enterent

until paid at the rate they wcold have borne had they not been
called for redemption and shall continue to be sentred by the i b91

on and pledge of the revenues of the WPPSS No. 1 Project nercin

created for the set urity and payment t he r eo f .

*

SECfl0N 6.'.. htdeened bst da Net so et Re im , ueia . I . .. v .,

or coupons shall t,e Aseuco in lieu c t konas at cup t.s rata e
surrender ed upon any esd.mi ge es (s ..<tes except .6 sai,s ,s ) g..

vided by this Resciut iun.

|
!

(.

Sec tion 6.5 #'
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ARTICIE VII

. CREATION OF SPECIAL FUNDS AND ACCOUNTS
AND PAYMENTS THEREFROM J

SECTION 7.1.' Revenue Fund. There is hereby created a

special fund of the System to be known as the " Washington Public
,

Power Supply System Nuclear Project No. 1 Revenue Fund" (hereinafter

referred to as the " Revenue Fund"), the existence of which shall be
,

continued for so long as any bonds issued pursuant to this Resolution

are outstanding and unpaid. Upon and af ter the issuance of any bonds,

issued pursuant to this Resolution, the System covenants and agrees
,

that it will pay into the Revenue Fund as promptly as practicable

af ter receipt thereof all income, revenues, receipts and profits

derived by the System through the ownership and operation by it
.

of the WPPSS No.1 Project and all other moneys required to be

deposited in the Revenue Fund pursuant to this Resolution (other

than amounts expressly required by this Resolution to be deposited in

any other fund); and further covenants and agrees that all such income,

revenues, receipts, profits and other moneys shall be trust funds in
$ 1

the hands of the System and shall be used and applied as provided b3 J

this Resolution, solely for the purpose of making the payments required

by Section 7.2 hereof, paying the principal of and premium, if any,
and interest on the bonds issued pursuant to this Resolution, of

operating and maintaining the WPPSS No. 1 Project, and to pay all

: costs, charges and expenses in connection therewith, and for the

purpose of making repairs, renewals and replacements to, and additions,

betterments and improvements to and extensions of the WPPSS No.1 Pro-
,

ject, and for the purpose of paying all other charges or obligations

against said revenues, income, receipts, profits and other moneys of
whatever nature now or hereaf ter imposed thereon by law or contract,

to the payment of which for such purposes said revenues, income,

receipts, profits and other moneys are hereby pledged.

The pledge of the income, revenues, receipts, profits and

other moneys hereby made by the System shall be valid and binding

from the time of the adoption of this Resolution. The said income,

revenues, receipts, profits and other moneys so pledged and hereaftr j

g Section 7.1 - 36 -
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received by the System shall imediately be subject to the lien of*

-

such pledge without any physical delivery or further act, and the

k lien of the aforesaid pledge shall be valid and binding as against

any parties having claims of any kind in tort, contract or otherwise

against the System irrespective of whether such parties have notice

of the foregoing pledge.

Moneys in the Revenue Fund not required for immediate

disbursement for the purposes for which said Fund is created shall,

to the fullest extent practicable and reasonable, be invested and

reinvested by the System solely in, and obligations deposited in said

Fund shall be, Government Obligations maturing, or subject to redemp-*

tion at the option of the holder thereof, at or prior to the estimated
time for the disbursement of such moneys. All income resulting from

the investment or reinvestment of said funds, except income accruing

to the Prepayment Account, shall, prior to September 1, 1980, be paid

over, at least semi-annually, to the Construction Fund Trustee for

deposit in the Construction Fund, and on and after September 1, 1980,

shall accrue to and be deposited in the Revenue Fund.

. g There is hereby created a Prepayment Account in the Revenue

Fund (hereinafter referred to as the " Prepayment Account"). The System

covenants and agrees that it will set aside and pay into said Account

all payments made by the WPPSS No. 1 Project Participants to the

System pursuant to the provisions of the WPPSS No. 1 Project Net

Billing Agreements and the WPPSS No. 1 Project Exchange Agreements

prior to September 1, 1980. Moneys in said Account may be applied

in the same manner and for the same purposes as moneys in the

Revenue Fund.*

Moneys in the Prepayment Account not required for immediate

disbursement shall to the fullest extent practicable and reasonable,

be invested and reinvested by the System solely in, and obligations

deposited in said Account shall be, Government Obligations maturing,

or subject to redemption at the option of the holder thereof,

at or prior to the estimated time for the disbursement of

such moneys. All income resulting from the investment or rein-

vestment of said Account shall be retained in said Account.
$ ,
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Nothing contained in this Section 7.1 shall be construed
'

to require the deposit into the Revenue Fund of any of the revenue < J
income, receipts, profits or other moneys of the System derived by'

the System through the ownership or operation of the said Packwood

Lake Hydroelectric Project or the said Hanford Project or the

Washington Public Power Supply System Nuclear Project No. 2, or of

any other electric utility properties of the System acquired or
constructed as a separate system hereafter' created or established

from funds other than the proceeds of bonds issued pursuant to this

Resolution.,

'. SECTION 7.2. Payments to Revenue Fund Created Pursuant to

Resolution No. 178. The special fund of the System known as the

"Hanford Project Revenue Fund" created pursuant to Section 6.1 of

Resolution No. 178, shall be continued in existence for so long as

any of the bonds issued pursuant to said Resolution No. 178 are

outstanding and unpaid. The System covenants and agrees that com-

mencing on July 1,1980, or the date upon which the AEC discontinues

8 Dual Purpos,e Operation of the NPR, whichever occurs later, and for )
long as any bonds issued pursuant'to Resolution No. 178 are outstand-

ing and unpaid, it will pay from the Revenue Fund into said Hanford

Project Revenue Fund, from time to time, from the income, revenues,

receipts and profits derived by the System from the ownership and

operation by it of the WPPSS No. 1 Project, amounts sufficient to

enable the System to pay from the Hanford Project Revenue Fund all

the obligations of the System payable from moneys on deposit in
'

said fund as the same become due and payable. Without limiting

the generality of the foregoing, the System shall pay into the

Hanford Project Revenue Fund amounts sufficient to enable the

System (a) to make when due the payments from the Hanford Project Re-

venue Fund to the Hanford Project Revenue Bond Fund created pur-

suant to Section 6.2 of Resolution No. 178, required by said sec-

tion; (b) to make when due the payments from the Hanford Project

Revenue Fund to the Hanford Project Reserve and Contingency

Section 7.2 )
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Fund created pursuant to Section 6.4 of Resolution No. 178, required*

by said section; (c) to maintain the working capital for the Hanford
Project at an amount equal to $1,000,000; and (e) to pay all

.
.

' . ' other Project Annual Costs (as defined in the Hanford Exchange
r. t .''.a Agreements).

...<....

So long as any bonds issued pursuant to Resolution No. 178

remain outstanding and unpaid, the payments required to be made

pursuant to this section shall constitute a prior and paramount,.
''' charge and lien over all other charges or claims whatsoever against

,3

the Revenue Fund and the revenues, income, receipts, profits and*

s ,%
other moneys pledged thereto.

.SECTION 7.3. Bond Fund. There is hereby. created a special

fund of the System to be known as the " Washington Public Power Supply

System Nuclear Project No. 1 Bond Fund" (hereinafter referred to as

the " Bond Fund"). The Bond Fund shall be held and administered by

the Bond Fund Trustee appointed as provided for in Section 8.2

hereof, and shall to the extent not otherwise provided in Section

7.3D, be used solely for the purpose of paying the principal of
( and premium, if any, and interest on the Bonds, and of retiring the

Bonds prior to maturity in the manner herein provided. The System

hereby obligates and binds itself irrevocably to set aside and to

pay (to the extent not otherwise provided) out of the revenues,

income, receipts, profits and other moneys of the WPPSS No. 1

Project theretofore paid into the Revenue Fund to the Bond Fund

Trustee, in trust for the account of the Bond Fund, after first
i

* making the payments required by Section 7.2 of this Resolution,

certain fixed amounts, without regard to any fiv.ed proportion of said

I revenues, income, receipts, profits and other moneys, sufficient
i
- to pay the principal of and premium, if any, and interest on all

the Bonds from time to time outstanding as the same respectively

become due.and payable. Such fixed amounts to be paid to the Bond

' Fund Trustee and into the Bond Fund shall be as follows and in the
|

following order of priority, to wit:'

Section 7.3 - 39 -
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A. There is hereby created for the purpose of pnytug the-

interest on outstanding Bonds as the same becomes due and payatile

an Interest Account in the Bond Fund (hereinafter referred to as
the " Interest Account"), and not later than the 25th day of Septenber,

1980, and on or before the 25th day of each calendar month thereaftet,

the System shall pay or cause to be paid Into the Bond Fund to the

credit of the Interest Account an amount such that, if the same amount

were so paid and credited to the Interest Account on the 25th day of

each succeeding calendar month thereafter prior to the next date upun
i.

which an installment of interest falls due on the Bonds, the aggregate

of the amounts so paid and credited to the Interest Account wot 1d on*

such date be equal to the installment of interest then falling due

on all Bonds then outstanding.

B. There is also hereby created for the purpose of paying

outstanding serial Bonds as they mature a Principal Account in the I

Bond Fund (hereinaf ter referred to as the " Principal Account"),

and not later than the 25th day of September,1980, or the 25th

day of the twelfth month prior to the date upon which an install-

$ ment of principal of the serial Bonds falls due, whichever is later, }
and on or before the 25th day of each succeeding calendar month

thereaf ter, the System shall pay, or cause to be paid, into the Bond

Fund to the credit of the Principal Account an amount such that, if

the same amount were so paid and credited to the Principal Account

on the 25th day of each succeeding calendar month thereaf ter and prior

to the next date upon which an installment of principal falls due on,

the serial Bonds, the aggregate of the amounts so paid and credited,

'

to the Principal Account would on such date be equal to the install -

ment of principal then falling due.

[- C. There is also hereby created for the purpose of meeting

| the specified sinking fund installment requirements of any out-

standing term Bondr a Bond Retirement Account in the Bond Fund
|

(hereinafter referred to as the " Bond Retirement Account"), and'

f
,

I '
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.

* on or before the 25th day of the twelf th month prior to the date

upon which the first sinking fund installment is payable with
( o respect to the term .lunds of each Series of Bonds, including the

197_ Bonds, and on or before the 25th day of each succeeding

calendar month thereafter, the System shall pay, or cause to be

paid, into the Bond Fund to the credit of the Bond Retirement

Account for the purpose of retiring the term Bonds of such Series,

an amount such that , if the same amount were so set aside and tredited

to the Bond Retirement Account for such purpose on the 25th day of

each calendar month thereaf ter, and prior to the next date upon
y

which a sinking fund installment falls due, the aggregate of the

amounts so paid and credited to thet Bond Retirement Account for the'

purpose cf retiring the term Bonds of such Series would be suf ficient

to redeem the 197_ Bonds due 1, 20__, in the principal

amounts and at the times specified in Section 4.2 of this Resolution

and to redeem term Bonds of other Series of Bonds in the principal

amounts and at the times specified in the Series Resolution or

Resolutions authorizing the issuance of such Series of Bonds.

( I The Bond Fund Trustee shall apply the moneys paid into the

Bond Fund for credit to the Bond Retirement Account to the retira-

ment of the term Bonds in accordance with the schedule set forth

in this Resolution for the retirement of the 197_ Bonds due
, 20_,, or the Series Resolution or Resolutions aut ne.-

rizing the issuance of such term Bonds; provided, however, that -

the System may, with moneys paid into the Bond Retirement Accut.nt

designated as applicable to the retirement of the term donds of
.

any Series of Bonds, prior to forty (40) days before a redemp-

tion date specified for such term Bonds, apply such moneys to t w

purchase of such term Bonds at prices not in excess of the cost

of redemption on the next ensuing redemptiun date, in which event

the principal amount of raid term Bonds required to be redeemed
*

on the next ensuing redemption date shall be reduced by the pris,-

cipal amount of such term Bunds so purchased. Any such pun Nse

(
- 41 -
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of term Bonds by the Bond Fund Trustee may be made with or withous )

tenders of such term Bonds pursuant to public notice, and in such

manner as the Bond Fund Trustee shall, in its discretion, deem to

be in the best interest of the System; provided, that the System
may direct the Bond Fund Trustee in any method to be followed in
purchasing Bonds.

D. There is also hereby created a Reserve Account in the

Bond Fund (hereinafter referred to as the " Reserve Account") .
From the proceeds of the sale of Bonds of each Series there shall.

be deposited in the Reserve Account an amount of cash equal to the
*

1argest amount of interest required to be paid with respect to the
Bonds of such Series during any six-month period from the date of

such Bonds to the final maturity dates thereof. So long as any of
the Bonds are outstanding, such Reserve Account shsil thereafter

be maintained at all times at the aggregate of said amounts by
additional payments from the Revenue Fund as may from time to time
become necessary.

> )
Prior to September 1,1980, any moneys and value of Govern-

ment Obligations in the Bond Fund to the credit of the Reserve

Account therein received by reason of investment or reinvestment

of moneys in said Reserve Account in excess of the minimum amount

of moneys and value of Government Obligations required to be

maintained therein shall be transferred at least semi-annually
by the Bond Fund Trustee to the Construction Fund Trustee and

deposited to the credit of the Construction Fund.,

If, on any June 30 following September 1,1980, the moneys

and value of Government Obligations in the Reserve Account or the

for any series of additional bonds shall exccedreserve account

the amount of moneys and value of Covernment Obligations then

required to be maintained therein, the amount of such excess shall

be applied to satisfy any deficiency in the Reserve Account or in

any of the other such reserve accounts (pro rata in proportion to

)
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the respective-deficiencies if such excess is insufficient to

satisfy all such deficiencies) and the balance, if any, of such
i

excess shall be transferred to the Revenue Fund as of such
June 30.

The terms "value of Government Obligations" or "value of

Investment Securities" and words of like import as used herein

ehall be determined as of June 30 in each year and shall consti-

tute (a) as to obligations which mature within six (6) months from

the date of purchase thereof, the par value of such obligations,
and (b) as to obligations which mature more than six (6) months

*

.after the date of purchase thereof, the lesser of (i) the amor-

tized cost of such obligations, or (ii) the bid quotation price
thereof as reported in The Wall Street Journal as of <said date,

or in'the event such newspaper is not published or such price is

not reported in said newspaper, in a newspaper of general circu-

lation or a financial journal published in the Borough of Manhattan,

City and State of New York, selected by the Bond Fund Trustee, or

(iii) the price at which such obligations are then redeemable by
$a

5 the holder at his option. The computation made under this
paragraph shall include accrued interest.

E. Moneys in the Bond Fund shall be transmitted by the Bond

Fund Trustee to the Paying Agents not less than five (5) days

prior to the date upon which any interest or principal is due on

Bonds, either at the maturity date thereof or redemption date

prior to maturity, in amounts sufficient to meet such maturing

installments of principal, interest and redemption premium, if,

'

any, when due. In the event that there shall be a deficiency in
the Interest Account, the Principal Account or the Bond Retire-

ment Account in the Bond Fund, the Bond Fund Trustee shall

promptly make up such deficiency from the Reserve Account by

the withdrawal of cash therefrom for that purpose and by the
sale or redemption of Government Obligations held in the Reserve

Account, if necessary, in such amounts as will provide cash in

the Reserve Account sufficient to make up any such deficiency.
. The System covenants and agrees that any deficiency created in

"
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- * the Reserve 9: count or the reserve account for any series of

[ additional bonds, by reason of any such withdrawal for payment .

into the Interest, Principal or Bond Retirement Accounts, or the ')
,

interest, principal or bond retirement accounts for such addi-

'

tional bonds, shall be made up from moneys in the Revenue Fund

first available after making provision for the payments into *
'

f such Interest, Principal and Bond Retirement Accounts, or such

interest, principal or bond retirement accounts for such addi-

tional bonds.

Whenever the assets of the Bond Fund shall be sufficient-.

'to provide moneys to retire all Bonds then outstanding, including
! .

, such interest thereon as thereafter may become due and payable-

|

; ,and any premiums upon redemption thereof, no further payments need

be made into the Bond Fund.
'

The Bond Fund shall be' drawn upon for the purpose of paying
'

~ the principal of and interest, and redemption premium, if any,
'

on the Bonds. Moneys ~ set aside from time to time with the Paying
' '

, Agents for the payment of such principal, interest and redemption
0 premium shall be held in trust for the' holders of the Bonds and )

'

e

appurtenant coupons in respect of which the same shall have been
!

so set aside. Until so set aside, all moneys in the Bond Fund

shall be held in trust for the benefit of the holders of all
i

Bonds at the time outstanding, equally and ratably.
4

'

SECTION 7.4 Bonds Charge Oniv Against Bond Fund and Moneys

Piedaed Thereto: Bonds Prior Charge Over Other Charges and Claims,

Aasinst Bond Fund. The Bonds and the interest thereon shall be a valid.

claim of the holder thereof only against the Bond Fund and the amount
:

(. of,the revenues, income, receipts, profits and other moneys of the WPPSS.

(
-

. 100.1 Project pledged to the Bond Fund, and shall constitute aj- 'i

| prior charge over all other charges or-claims whatsoever against the

Bond Fund and such revenues, income, receipts, profits and other moneys

pledged thereto, subject only to the prior charge on said revenues,
j income, receipts and ' profits for the payment of the amounts specified

| Section 7.4 - 44 - I
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in Section 7.2 hereof, and the Board hereby finds and determines - that

in creating the Bond Fund due regard has been given to the cost of the
,

1

operation and maintenance of the WPPSS No.1 Project and amounts required,

I:
for the payment of taxes, assessments, or other governmental charges,

[ lawfully imposed against the properties or revenues of the WPPSS No. 1
,

Project, or payments in lieu thereof, and that it has not obligated
!

! the System to set aside into the Bond Fund a greater amount of the revenues

and proceeds of the WPPSS No.1 Project than in its judgment will be availat,
i over and above such cost of maintenance, operation and taxes, assess-

ments, or other governmental charges or payments in lieu thereof.

SECTION 7.5. Fuel Fund. There is hereby created a special

fund of the System to oe known as the " Washington Public Power Supply

System Nuc1 car Project No. 1 Fuel Fund" (hereinafter referred to as

the " Fuel Fun'd") and said Fund shall be held in trust by the System.

Beginning on the Date of Conunercial Operation all payments for Fuel shall

be made from the Fuel Fund. After making the payments hereinabove

provided for into the Hanford Project Revenue Fund and the Bond Fund,
, and paying or making provision for the payment of the reasonable and,

I
necessary costs of operating and n intaining the WPPSS No. 1 Project,

including taxes or assessments lawfully imposed against the same, or

payments in lieu thereof, the System shall transfer moneys from the

Revenue Fund to the Fuel Fund for the purpose of paying the costs and

expenses of acquiring or leasing Fuel for the WPPSS No.1 Project in
the amounts as follows:

(1) The amount included in the annual budget for Fuel
adopted pursuant to the Project Agreement.-

(2) All amounts received by the System from Fuel credits

including the proceeds of.zale of Fuel creditable to operations.

(3) Additional amounts as may be necessary to avoid a
*

deficiency in the Fuel Fund.

If the'WPPSS No.1 Project is terminated in accordance with

Section 15 of the Project Agreement, the unobligated balance in the

Fuel Fund shall be transferred into the Revenue Fund as of the date of
termination.

I
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.SF.CTION 7.6. Reserve and Contingency Fund. There is hereby created

a special fund of'the System to be known as the " Washington Public )
^

. ,-

M* Power Supply System Nuclear Project No. 2 Reserve and Contingency Fund"p
"-

(hereinafter referred to as the_" Reserve and Contingency Fund") and
-

,

said Fund-'shall be held in trust by the System. On or before September 1,,..

1980, or the Date of Coaumercial Operation, whichever is earlier, the.

' System shall deposit in the Reserve and Contingency Fund the sum of
' Three Million Dollars ($3,000,000).

After making the payments hereinabove provided for into the

Hanford Project Revenue Fund and the Bond Fund and into any separate.

,
bond fund established for_ additional bonds, and paying or making provi-,

. sions for the payment of the reasonable and necessary cost of operating

and maintaining the WPPSS No.1 Project, including taxes or assessments

lawfully imposed against the same, or payments in lieu thereof, and

after making the payments hereinabove provided for into the Fuel Fund,_,-

the System shall, on or before September 25, 1980, and on or before the

-25th day of each month thereafter, pay out of the Revenue Fund into,,

g- the Reserve and Contingency Fund an amount equal to ten per cent (107.) J
of the aggregate of (i) the amounts required to be paid not later than.

the 25th day of such month into the Interest Account, the Principal.

.

Account and the Bond Retirement Account in the Bond Fund, plus (ii) the|-
4 amounts required to be paid in such month into the interest accounts,

the principal accounts and the bond retirement accounts in the bond funds

established for additional bonds, without regard in each case to any
.

amounts which may be in the Bond Fund or the bond fund established for-
. .

additional bonds resulting from the investment or reinvestment of the.

Bond Fund or bond funds established for additional bonds.
-

Moneys in the Reserve and Contingency Fund shall be used

. , . from time to time to make up any deficiencies in the Interest Account,
,

"

Principal Account or Bond Retirement Account in the Bond Fund for which

funds are not available in the Construction Fund or the Reserve Account,

or to make up any deficiencies in the interest account, principal account,
or bond ret,irement account in any bond fund established for additionr1

bonds for which funds are not available in any construction fund or
Treserve account for such bonds, and such moneys in the Reserve and

I Section 7.6 - 46 -
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Contingency Furd are hereby pledged as additional payments into the
!

Bond Fund or acy such bor.d fund t c t he ex t ent required to make up any

such deficiencies. To t he ex t ent not required f or any such deficiency,
moneys in the Rescrue ard Contingency Fund may be applied on and after

the Date of Comze: 1rJ1 Operation to any one or more of the following:
.

.

(I) to pay rhe cost of renewals and replacements
to the WPPSS No.1 Project;

.

(2) to pay the cost of cormal additions to and

extensions of the WPPSS No.1 Project; and
.

(3) to pay extraordinary operation and maintenance
.

'- costs, and contingencies, including extraordinary costs

of Fuel and the cost of preventing or correcting any

unusual loss or damage (including major repairs) to the
WPPSS No.1 Project.

If, as of Jane 30 in any year, moneys and value of Investment

Securities in the Reserve and Contingency Fund shall exceed the amount
, ' ' of the then commitments or obligations incurred by or the then require-.

O( ments of the System for any of the foregoing purposes, plus Three.

Million Dollars ($3,000,0C0), the amount of such excess shall be paid

as follows: (1) if such June 30 is prior to Septeraber 1,1980, into,

the Construction Fund and (2) if such June 30 is thereaf ter, anto the -

Reserve Account and the reserve account for any series of additional

bonds to the extent of any deficiency therein (pro rata in proportion
to the respective deficiencies if such excess is insuf ficient to satis-
fy all such deficiencies) and the balance, if any of such exco=3

.

shall be paid as of June 30 into the Revenue Fuud.

-

SECTION 7.7. Surplus Moneys. If cn any June 30 following
September 1,1980, or the Date of Commercial Operation, whichever is

-

earlier, there shall exist in the Revenue Fond, after giving effect to
any transfers pursuant t o Sections 7. 2. 7. 3. 7.5 and 1.6 hereof, an.

amount which shall exceed the System's required arcunt of working. .

capital, the amount of such excess shall be applied to reduce annual
.

Section 7.7.
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power costs to the WPPSS No. 1 Participants under the WPPSS No. I
hProject Net Billing Agreements; provided that upon agreement of the

parties to the Project Agreement all or any part of such excess may be

applied to paying the cost of making repairs, renewals and replacements,
additions, betterments and improvements to and extensions of the WPPSS,

No. 1-Project, the purchase of Bonds and bonds issued pursuant to this
-

resolution, the redemption of Bonds and bonds issued pursuant to this

resolution or for other purposes in connection with the WPPSS No. 1

Project. For the purpose of this Section 7.7, the System's " required
*

amount of working capital" shall be $_,000,000, or such lesser amount

(but not less than $_,000,000) or such greater amount as may be decided
>

,

upon by the System and the Administrator with the approval of the
Consulting Engineer.

The amount which exists in the Revenue Fund as of any June 30,
i

shall be deemed to be the amount of the then excess of the current

assets in the Revenue Fund over the current liabilities thereof deter-
mined in accordance with the Uniform System of Accounts prescribed by

.
,

g
the Federal Power Commission for Public Utilities and Licensees in )

,

effect on January 1, 1970; provided that such current l' abilities

as of any June 30 shall not include the payments required to be made

for the next following twelve-month period into the Bond Fund or ar.y
40

bond fund established for additional bonds.

SECTION 7.8, Investment of Funds. Moneys held for the credit.

of the Interest Account, Principal Account and Bond Retirement Account
.

in the Bond Fund, shall, to the fullest extent practicable and reason-,

able, be invested by the Bond Fund Trustee in Government Obligations

which shall mature not later than five (5) days prior to the respec-,

'
tive dates when the moneys held for the credit of such Account.- will

, be required for the purposes intended.

Moneys in the Reserve Account in the Bond Fund not required

for immediate disbursement for the purposes for which said Account is

created, shall, to the fullest extent practicable and reasonable, be

Section 7.8 48 - },
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.

invested and reinvested by the Bond Fund Trustee at the direction of

the System solely in, and obligations deposited in said Reserve Account

shall be, Government obligations maturing, or subject to redemption at

the option of the holder thereof, within seven (7) years from the date

of such investment (but maturing pricr to the final maturity date of

the Bonds). The Bond Fund Trustee shall not be liable for any depre-
ciation in value of any such investments.

Moneys in the Fuel Fund and Reserve and Contingency Fund not

required for immediate disbursement for the purposes for which said Funds

are created shall, to the fullest extent practicable and reasonable be

invested and reinvested by the System solely in, and obligations deposited

in said Funds shall be, Investment Securities, maturing or subject to

redemption at the option of the holder thereof, within two (2) years,.

f om the date of such investment with respect to the Fuel Fund, and with-

in seven (7) years from the date of such investment, with respect to the

Reserve and Contingency Fund (but maturing prior to the final maturity
date of the Bonds).

All income resulting froci the investment or reinvestments of
( I

the Interest Account, Principal Account and Bond Retirement Account in

the Bond Fund shall accrue to and be deposited in the Revenue Fund.

All income resulting from the iurestment or reinvestment of the Reserve

Account in the Bond Fund, Fuel Fund and Reserve and Contingency Fund

shall prior to September 1,1980 accrue to and be deposited in the Con-

struction Fund; after Septe iber 1,1980, such income shall accrue to
and be deposited in the Revenue Fund.

All moneys held or set aside by the System an the Rev nue. e

Fund, Fuel Fund or Reserve and Contingency Fund shall, until otherwise

invested or applied as provided in this Resolution, be deposited by
the System in its name, for the account of the Revenue Fund, the Fuel

Fund or the Reserve and Contingency Fund, as the case may be, in such

depositary or depositaries as the System shall at any time or from time
to time appoint for the purpose. Any depositary so appointed shall be

a state bank or trust company or national banking association located in

the State of Washington and qualified under the laws of said State to

(
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receive deposits of public moneys, having a capital stock and surplus

. in excess of Ten Million Dollars ($10,000,000), and all moneys so de-
J

posited shall be secured to the extent and in the manner permitted by

applicable state or federal laws for the securing of deposits of
public moneys.

.

SECTION 7.9. Construction Fund. There is hereby created a-
.

'

special fund of the System to be known as the " Washington Public Power Supply

System Nuclear Project No. 1 Construction Fund" (hereinafter referred

to us the " Construction Fund") which shall be held in trust by the*

* Construccion Fund Trustee for the benefit of the System and the hold'ers

of the Bonds, as their interests may appear. There is also hereby'

created in the Construction Fund special accounts to be known as the

" Construction Interest Account" and the " Fuel Account".
A. Immediately upon the issuance and delivery of the 197_

Bonds and any additional Series of Bonds, there shall be paid into the

Construction Fund such amount of the proceeds derived from the sale of

the 197_ Bonds and such additional Series of Bonds as is to be applied,.
,

g to the payment of the Cost of Construction. Moneys so deposited in the ),

-

Construction Fund shall be applied to pay the Cost of Construction. Any
' balance of the moneys remaining in the Construction Fund at the issuance

o

of the report of the Construction Engineer pursuant to Section 9.4 here-

of and not set aside or appropriated by the System to be applied to any
remaining balance of the Cost of Construction, shall be disbursed as

hereinafter in Section 7.14 hereof provided.

B. From the proceeds derived from the 197,_ Bonds there shall
*

be deposited:

1. With the Construction Fund Trustee for credit to the
.

Construction Interest Account an amount equal to the accrued
.g interest on said Bonds paid as a part of the purchase price

thereof;

2. With the Construction Fund Trustee for credit to the
Construction Interest Account an amount equal to the interest,

to accruc on said Bonds from the date thereof to September 1,

)Section 7.9 50 --
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1980, less the amount of the accrued interest paid into said
Account pursuant to subparagraph 1 above which shall be used

*

to pay interest on said Bonds during such period;
3. With the Bond Fund Trustee for credit to the Reserve

Account in the Bond Fund an amount equal to the largest amount

required to be paid or set aside in the Interest Account 'of-

the Bond Fund with respect to the 197_ Bonds during any six-

month period from the dr.te of such Bonds to the final maturity
date thereof;

.

4. With the System for deposit in the Revenue Fund the

amount of Million Dollars ($ .000,000) to be used
-

as working capital in connection with the WPPSS No.1 Project;
,

5. With the System for deposit in the Reserve and Contin-
gency Fund the amount of Dollars ($ )

: to be used for the purpose of such Fund as provided by Section
r

7.6 hereof;

6. With the Bond Fund Trustee amounts sufficient to pay,
.''.

and to be used solely for the payment of, the $ ,000,000
(. O

principal amount of outstanding Washington Public Power Supply

System Revenue Notes heretofore issued by the System for the
,

purpose of paying the cost of preliminary work and expenses,

5 in connection with the WPPSS No. 1 Project;
0

7. With the Construction Fund Trustee for the credit to

the Fuel Account in the Construction Fund the amount of
,

Dollars ($ ). All
.

costs of Capitalized Fuel shall be paid from this account;
8. With the Construction Fund Trustee for credit to the

.

Construction Fund the balance of such Bond proceeds which.
.

shall be applied to the Cost of Construction.
1 C. From the proceeds derived from the sale of each Series of,

Bonds other than the 197_ Bonds, there shall be deposited:
1. With the Construction Fund Trustee for credit to

the Construction Interest Account an amount equal to the

accrued interest on said Bonds paid as a part of the pur-
. chase price thereof;

I
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' 2. ,With the Conscruction Fund Trustee fur credit to the
'

Construction Interest' Account an amount equal to the interest
- to accrue on such Series of Bonds, from the date thereof 'to }

September 1,1980, less the amount of the accrued interest paid

into said Account pursuant to subparagraph 1 above, which shall
'

be usedlD pay interest on the Bonds during such period;

3. - With the Bond Fund Trustee for credit to the Reserve,
-

Account in the Bond Fund an amount equal to the largest amount
~

. required to be paid or set aside in the Interest Account in the

Bond Fund with respect to said Series of Bonds during any six-

erath period from the date of such Bonds to:the final maturity
,

Jate thereof;

' '

4. With the System for deposit in the Revenue Fund such

amounts as are determined by.the System to be required for working.

i capital;
,

, 5. Witih the System for deposit in the Reserve and Contingenc
*

Fund such amounts as are determined by the System;

6. With the Construction Fund Trustee for credit to the Fuel
;

-

Account in the Construction Fund such amounts as are determined
e by the System; '

7. With the Construction Fund Trustee for credit to the
Construction Fund the balance of such Bond proceeds, which shall

r

be applied to the Cost of Construction.,

; In any event, by no later than September 1,1980, or the
, - Date of Commercial Operation, whichever occurs earlier, there

-

shall be deposited in the Reserve and Contingency Fund from the
4

i - proceeds of Bonds the amount required by Section 7.6 hereof unless
; ..

such amounts have been deposited in the Reserve and Contingency
Fund from other available moneys.,

3 D. Moneys in the Construction Interest Account shall be used for
*

the purpose of paying interest on the Bonds. On or before the 25th day of
the month next preceding the maturity of an installment of interest on the

Bonds, the Construction Fund Trustee shall transfer from the Construction
'

Interest Account to the Bond Fund Trustee for deposit in the Interest Account
'

in the Bond Fund an amount which together with any moncys theretofore re--,

!

ceived or held by the Bond Fund Trustee for that purpose, shall be suff - }entf

(. ; to pay such next maturing installment of interest on said Bonds. If at any
|.- time moneys in the Construction Interest Account and other available moneys

'

i-

are inadequate for such purpose, the Construction Fund Trustee shall transfenl~

52 --
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from thi Construction Fund to the Construction Interest Account such

- amount of moneys as is required to permit such transfer to the Bond Fund

,
Trustee.

_.
.

d E. Except as provided in paragraph F of this Section 7.9 al.1

moneys received by the System by reason of the breach or default of con- i
;,

tractors in connection with the construction.of the WPPSS;No.1 Project

and the. proceeds of salvage sales, shall be paid to the Construction Fund

Trustee for deposit in the Construction Fund.

Fnf1J moneys received by the System by reason of any breach
or default of contractors in connection with Capitalized Fuel and from fuel

credits, . including the proceeds of sale of Fuel, prior to the Date of Com-

mercial Operation, shall be paid into the Construction Fund for credit to.

the Fuel Account.
-

G. . The Construction Fund Trustee shall transfer to the Fuel

Account in th,e Construction Fund to the extent of available funds, addt-r

), tional amounts as necessary to supplement available funds to pay the cost

of Capitalized Fuel.

SECTION 7.10. Investment of Honeys in Construction Fund. The

- Construction Fund Trustee may, and at the direction-of the System shall,
.f. invest the moneys in the Construction Fund from time to time in Invest-

ment Securities, which Investment Securities shall mature, or which shall

be subject to redemption at the option of the holder thereof, in not

more than five (5) years-from date of purchase. Any investment made by

the Construction Fund Trustee and any direction given by the System shall

be made or given with due regard to the latest estimate of the Construc-

tion Engineer filed with or certified to the Construction Fund Trustee

pursuant to Section 9.3 and Section 9.7 of this Resolution with respect'
,

.to the amounts needed from time to time to pay Cost of Construction andi

I the estimated dates of such payment. All interest earned by reason of

; such investments shall accrue to the Construction Fund. In the event

I moneys that are invested are needed in the Construction Fund to n-et obli-
3

gations thereof for which funds are not otherwise available, then the Con-

struction Fund Trustee shall sell, or present for redemption, said invest-

ments to the extent required to provide for such purpose. The Construction

| Fund Trustee shall not be liable for any depreciation in the value of any of

( ! such investments or deposits made at the direction of the System. l

(, Section 7.10
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SECTION 7.11. Cost of Construction. Payment of the Cost*

,

of Construction shall be made from the moneys in the Construction Fund.

For the purpose of this Resolution, the Cost of Construccion shall J
include all co:ts of constructing, acquiring and installing the WPPSS

No.1 Project as generally described in Section 3.2 hereof, including

costs of incorporating the Existing Power Facilities in the WPPSS No. 1

Project and making them ready for operation as a part of the WPFSS No. 1.

Project and shall include, but not be limited to, the following:

A. Paying or reimbursing the cost of preliminary surveN,

investigations, engineering and other expenses and fees properly.

incurred for the WPPSS No. 1 Project..

B. The cost of obtaining any and all permits and licenses,

,

required by any governmental agency or authority having jurisdiction

and any other licenses, permits, approvals or legal rights of any kind

required for, or used or useful in the acquisition and construction

of the WPPSS No.1 Project and the placing of the same in operation.

C. Obligations incurred for labor and materials and to con-

tractors, builders and to material suppliers in connection with the,,
,

g acquisition and construction of the WPPSS No.1 Project, for machiner

and equipment for the restoration or relocation of property necessary ".

in connection with such construction, for the removal or relocation

of structures and for the clearing of lands, and for the cost of,

Capitalized Fuel.

D. The cost of acquiring by purchase, if such purchase shall

be deemed expedient, and the amount of any deposit in court or award

or final judgment in or any settlement or compromise of any proceeding

to acquire by condemnation or by the exercise of the power of eminent*

domain such lands, property, rights of way, franchises, easements or

other interests in land as may be deemed by the System to be used or*

useful for the acquisition, consttaction, maintenance and operation of.,
.

the WPPSS No. 1 Project, options and partial payments thereon, and the

amount of any damages incident to or consequent upon the construction,

acquisition and operation of said Project, and the cost of such payments

to other public agencies as may be necessary or required by the Project

Section 7.11.
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Agrsement.

-[ E. Interest on the Bonds accruing until September 1,1980. '

I
(q F. The fees and expenses of the Construction Fund Trustee

1! for all services rendered under this Resolution during the Period of

Construction, and of .the Bond Fund Trustee and of the Paying Agents for
,

all services rendered under.this Resolution until September 1,.1980;

taxes or other municipal or governmental diarges lawfully levied 'or

assessed against the WPPSS No.1 Project and any taxes levied against'

,

property acquired therefor or payments required 'in lieu thereof, except
sales taxes, in each case to the Date of Consnercial Operation; sales

taxes during the Period of Construction; and premiums on-insurance in .

'

connection with the. construction of the WPPSS No.1 Project during the

Period'of Construction. -

G. The cost to the System of the performance of the duties

of the Construction Engineer and the Consulting Engineer and other

engineering and professional services rendered to the System in con-

nection with the acquisition and construction of the WPPSS No.1 Project

and the placing of the said Project in operation, or the issuance of
'

Bonds therefor.

$ H. Payment to the AEC of the sum of Five Million Four[
Hundred Thousand Dollars ($5,400,000) in settlement of tne AEC's costs

of deactivating the NPR pursuant to the agreement between the System

and the AEC designated Supplemental Agreement No. 3, Contract No.

AT (45-1)-1355 referred to in Section 2.3 hereof.
I. Paying, or reimbursing the System for, expenses incident.

and properly allocable to the acquisition and construction of the

WPPSS No.1 Project and the placing of the same in operation, -including.

.

per diem compensation or salaries of the Board, legal, engineering,

financing, accounting and other professional expenses and fces, cost I

of printing and preparing and issuing the Bonds, wages of office and
'

clerical employees, administrative management expenses, pension re-
p

i quirements, health and hospitalization insurance and all other items

|- of expense not specified elsewhere in this section which are incident

and properly allocable to the acquisition and construction of the

WPPSS No.1 Project and placing the same in operation (including the

j
,

premiums on any insurance and fidelity bonds required or obtained dur- |
'

ing construction), including miscellaneous fees and costs in connection |
i f i
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' with the acquisition of lands, rights of way, property rights,i

s franchises, easements,~- cost of abstracts of title, title insurance,4
74 cost of surveys and appraisals.Le

Notwithstanding any other provision of this Resolution (a)-

(4 | prior to the-Date of Conumeretal OperatLon, the cost 'of all repairs,
'" renewals and replacements to the WPPSS No.1 Project shall constitute

a Cost of Construction; (b) premiums paid for insurance maintained by

the System pursuant to the requirements of this Resolution and the Pro-
,

ject Agreement for the period ending with the Date of Consnercial Opera-'

f-, ,

tion shall constitute items chargeable to Cost of Construction, and for

subsequent periods shall constitute expenses of operation; and (c) from
and.after the Date of Coaumercial Operation the costs and expenses,*

including taxes, and payments in lieu thereof of the System in connec--

tion with the operation and maintenance of the WPPSS No. 1 Project

shall not be included in Cost of Construction.

In any event, amounts in the Construction Fund shall be

applied to the payment when due of principal of and interest on the

Bonds to the extent that other moneys are not available therefor and

such amounts are hereby pledged as additional payments to the Bond )
Fund to the extent required for any such deficiency. -

SECTION 7.12. Manner of Paying Costs of Construction.

Except for payment from the Construction Fund otherwise in paragraph D

of Section 7.9 and in Section 7.13 specifically provided, and for pay-

ments or reimbursements specified in paragraph A of Section 7.11,

transfers or payments from the Construction Fund shall be made in
'

accordance with the provisions of this Section 7.12. Upon prepara-.

tion of vouchers approved by the Auditor, the Board shall approve and

direct the payment of all amounts due and owing on account of Cost of

Construction, and, by written order signed by the President or Vice

President and Secretary or Assistant Secretary of the System, direct

the Construction Fund Trustee to make such payments, provided, that

no individual shall sign in more than one capacity, and each such

order shall state with respect to such payment:

(1) the item number of the payment;

(2) the name of the person, firm or corporation 1

g to whom the payment is due;

Secti6n 7.12 - -
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-(3) the amoent to be paid;

'(4) that an obligation in Ue stated amount has been !
,

- incurred by the System and that each item thereof is a proper-

- and reasonable charge against the Construction Fund, and that
. .

such amount has not been theretofore paid; and -

(5)- that there has not been filed with or served upon

the System any notice of any lien, right to lien, or attach-

ment upon or claim affecting the right to receive payment of _-

any of the moneys payable to the person, firm or corporation

f named in such order which has not been released or will not
~

be released simultaneously with the -payment of such obliga-'

tions and, in the event any assignment of the right to receive
.

payment has been made and notice thereof has been given to the
.

System and the System has accipted such assigenent, the order

directing ' payment shall recite that fact and direct payment

to be made to the assignee thereof as shown by the records

of the System.

Each such order for the payment of work, materials, equipment
0j or supplies (except the administrative expenses of the System) shall also-

,

be accompanied by a certificate signed by the Construction Engineer,
'

certifying that an obligation in the stated amount has been incurred by
; the System, and that each item thereof is a proper charge and in a

reasonable amount against the Construction Fund and has not been there-

tofore paid, and that, insofar as such obligation was incurred for work,
,

materials, equipment or supplies, such work was actually perforrned, or

such materials, equipment or supplies were actually installed tr. tur -.
,

therance of the construction of the WPPSS Project No.1 or delivered at the .':

site of said Project for that purpose, or delivered for storage or

fabrication at a place or places approved by the Construction Enpueer,

; and under the control of the System, or is a progress payment due on
equipment being fabricated to order.

Upon receipt of any such order and accompanying certificat e,

if required, the Construction Fund Trustee shall pay such obliption,

from the Construction Fund. If for any reason the System should desire,

1
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Prior to payment of any a tero t ai an' ositer nt t. p.ey such item the

System shall give not tce of vach dec ista ti: the Lar.<rruction i.evt ,

}'

. In nak r.g any d tsbursement,Trustee. The Constructios For.d Trostee.

.shall pay each such cbligattos or deliver to trie board a c heck or .i ra f t

for the payment thereof payable to 'he order of t te payee to whom pay-$

ment is due, as set forth zu t e order af the ava t. n. .i trec t t.ig suc hh

d isburseme nt.

The priipe r o~t f 1cid s 'cr the Syde:r 'ti t be..w a.srhor ved and

directed te e ecute and detiser i n t he .e et rei 3,-..w.i 4.,y asio att

d ocume nt s , pape rs , t ec e t p t s orde r > a nd release . that are required or
,

convenient to enable the System to et ter t acquta Ltton and construction of the
.

WPPSS No. 1 Project, a r.d t o pay t ron Bor.d pr or.eeds any a nd a l l amounts

of moneys required to perform folly the obligations of the System with
,

respect thereto.

SECTION 7.13. Revolving Fur.d. Immediately after the deposit

with the Construction Fund Trustee of the moneys specif ted in subpara-

graphs 7 and 8 cf paragraph B of Section 7.9. the Constructior. Fund

$ Trustee shall set aside from such moneys in the Corstruction Fund the )
sum of Dollars ($ ) and deposit said sum

to the credit of the System in a special account in the name of the

System to be used as a revolving fund (hereinafter referred to as the

"Ravolving Fund") for payment of those items of ecsts ref erred to in

Section 7.11, which car.not conveniently be patd in the aanner specified

in Section 7.12. The Revolving F.'mt shall be re tmuarsed f rom time to

time for such items of cost patd by ti e destem t.v cisnes.t s f ran the
'

Construction. Fund by the Const ruction Fond Tr.a tt >e spor. be t t.g t urr.tshed

with the documents evidencing the propriety of the parnents to L+

reimbursed as provided in Section 7.12. Moreys t 's the Revelving Fused s

shall be deemed to be part of the Constr* sci non Fund unell dtsbursed

as provided in this Sectton 7.13. Upos 4pproval by t.be Auditor, moneys

in the Revolving Fond sh.all be disbursed by check er dratt signed by

the Treasurer or other of t tcer of the Systc-m designated by t e Goardh

who shall supply, at the expense of the Construc tion Pur.d. a f tdelity

Section 7.13
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bond to the Construction Fund Trustee in the principal amount of

- Dollars ($ ).y
:A.

SECTION 7.14 D,istribution of Monevs in Construction Fund.

As soon as practicable after the Construction Engineer shall have filed

the reports required by Sections 9.4 and 9.5 hereof, any balance then

remaining in the Construction Fund including the Revolving Fund autho-.

rized by Section 7.13 hereof shall be used and applied by the Construc-

tion Fund Trustee as follows and in the following order:

First, to pay to the Bond Fund Trustee for credit to the

Interest Account in the Bond Fund that amount, if any, of the interest*

to be paid on the Bonds- to and including September 1,1980; and to the*
,

extent of any remainder of such balance,

Second, to set aside in the Construction Fund the amounts

specified in such report pursuant to clauses (c), (d), (e) and (f) of

Section 9.5 hereof, and to apply the same to the payment of Cost of

Construction in accordance with the provisions of Section 7.12 hereof;

and to the extent of any remainder of such balance,,.
,

$ Third, to pay to the Bond Fund Trustee for deposit in theg ,

* Reserve Account the amount of any deficiency in such Account; and to

the extent of the remainder of such balance,'

,

Fourth, to pay to the Bond Fund Trustee such remainder for

credit to the Bond Retirement Account.

As soon as practicable after the Construction Engineer shall

have filed the report required by Section 9.6 hereof, the Construction

Fund Trustee shall pay to the Bond Fund Trustee the amount specified*

*

in such report pursuant to clause (b) of such section for deposit in the

Reserve Account to the extent of any deficiency in any such Account, and
'

to the extent of any remainder of such amount the Construction Fund
. . , Trustee shall pay to the Bond Fund Trustee such remainder for credit*

.
*

'

to the Bond Retirement Account.

SECTION 7.15. Payment of Funds in Construction Fund to Bond
*

Fund Trustee. In the event the System terminates the WPPSS No.1 Project

pursuant to subparagraph (a) of Section 15 of the Project Agreement,

Section 7.14
I section 7.15
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the Construction Fund Trustee shall, at the direction of the System,
'

pay over and deliver to the Bond Fund Trustee such, moneys and Investmu e

Securities in the Construction Fund and the Construction Interest

Account as shall be directed by the System.
.

SECTION 7.16. Moneys la Construction Fund Pending the

Application Thereof. The moneys in the Construction Fund and in the

Construction Interest Account therein, pending cheir application as

provided in this Resolution, shall be held in trust and shall be sub-
,

ject to a prior and paramount lien and charge in favor of the holders
,

of the Bonds, and the holders of the Bonds shall have a valid claim
.

on such moneys for the further security of said bonds until paid out

or transferred as herein provided.

.-
O

..

.

%

.

.
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ARTICLE VIII

A PPOINTMENT , QUA1.IFICATION , RESIGNATION ,
- {. ..

''' 10 VAL, POWERS, DtTIIES AND LIABILITIES~

:'
,

OF THE TRUSTEES AND PAYING AGENTS

SECTION 8.1, Construction Fund Trustee _.

Bank in the City of , is,

hereby appointed Construction Fund Trustee. The Construction Fund Trus-

tee shall' signify its acceptance of the duties and obligations imposed

upon it by this Resolution as such Construction Fund Trustee by exe-

cuting and delivering to the System a written acceptance of the pro-
visions of this Resolution. The System may remove the Construction

Fund Trustee for cause, and the. Construction Nnd Trustee shall be re-

moved at the request of and upon the affirmative vote of the hviders of

more than fifty per cent (507.) of the principal amount of the Bonds then

outstanding. In the event of the removal, resignation, disability or
refusal to act of the Construction Nnd Trustee, the System will there-

upon appoint a successor Construction Fund Trustee, which'shall be a

bank or trust company in _ , or
,

( , with a capital *and surplus-,

in excess of Dollars ($ ), and such succe sor.

shall have all the povers and obligations of the Construction rund Trust.-

ee under this Resolution theretofore vested in its predecessor.

SECTION 8.2. Bond Nnd Trustee.

Bank in the City of , is hereby,

appointed Bond Fund Trustee. The Bond Nnd Trustee shall signify its

acceptance of the duties and obligations imposed upon it by this keso--

lution as such Bond Fund Trustee by executing and delivering to the

System a written acceptance of the provisions of this Resolution. The
Bond Fund Trustee may be removed at the request of and upon the affir-

motive vote of the holders of more than fifty per cent (507.) of the

principal amount of Bonds outstanding. In the event of the remval,
resignation, disability or refusal to act of the Bond Fund Trustee,
a successor may be appointed by the holders of more than fifty per cent

(507) of the principal amount of Bonds outstanding, excluding any Bonds

( j Section 8.1
gi Section 8.2 - 61 -
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held by or for the account of the System, .and such' successor shall have

all the powers and oblig.tions of the Bond Fund Trustee under this Res }
lution theretol,se vested in Lts predecessor, or in any Bondholders

Committee created under Article XII; provided that unless a successor

Bond Fund Trustee shall have been appointed by the holders of Bonds
,

.as aforesaid, the System by a duly executed written instrument signed
,

by a majority of the Board shall forthwith appoint a Bond Fund Trustee

to fill such vacancy until a successor Bond Fund Trustee shall be

appointed by the holders cf Bands as autborizeo in this section, Any

sucessor Bond Fund Trustee appointed by the System shall, immediately
,

and without further act, be superseded by a Bond Fund Trustee appointed
,

by the holders of Bonda. A successor Bond Fund Trustee shall be a

bank or trust company in the City of , State of

, with a capital and surplus in excess of
,

Million Dollars ($ ).

SECTION 8.3. Resignation of Trustees. The Bond Fund Trustee

or the Construction Fund Trustee may at any time resign and be discharged.*
.

$ of its duties and obligations under this Resolution by giving not )
,

*

1ess.than 60 days written notice to the System and publishing notice
'

thereof, specifying the date when such resignation shall take effect,,

once in each week for three successive calendar weeks in the manner

provided in Section 12.2 hereof, and such resignation shall take

effect upon the day specified in such notice unless proviously a suc-
'

cessor shall have been appointed by the System in the case of the

Construction Fund Trustee, or by the System or the Bondholders as
*

above provided in the case of the Bond rund Trustee, in which evt 3t

such resignation shall take ef tect benediately on the appointmeat of
.

such successor.

I*

SECTION 8.4. Appointment _ of Paying Agents, Eac h pay 19g,

Agent to Hold Honey in Trust. The System shall appcint Paying Abents

for each Series of Bonds, which shall be banks or trust companies in
'

each of the cities of Seattle, Washington, Chicago, Illinois, and
New York, New York, and the Bonds .ind the interest thereon shall be

>

)Section 8.3 '

| Section 8.4
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payable t the principal of fices of eaid Paying Agcnts in said cities.
,1- ;

Each Payfog Agent shall Scld in trust for the benefit of the Bondholders-
..

, , and the Bcnd Fund Trustee -11 sum- held by such Paying Agent for the
' payment cf the principal of and interest on the Bonds. - Anything in
*

this section to the contrary notwithstanding, the System may, at any
time, for the purpose of obtaining a satisfaction and discharge of this'

Resolution, or for any other reason,, cause to be paid to the Bond Fund

Tru .t .:.) 811 ;a- : hel.1 lo t res ,t by may ; ..y tar .. a herect.i t co, n s:nd

by this section, which sums shall be held by the Bond Fund Trustee

upon the trusts herein contained, and such Paying Agent shall thereupon
'

be released frote all further liability with respect to such sums.

SECTION E.5. Action by Bond Fund Trustee in pav:nent of Bonds,

The appropriste account's of the Bond Fund shall be drawn upon by the

Bond Fund Trustee for the purpose of paying the principal of, interest'

and premium, if any, on the Bonds or transferring moneys to the Paying
Agents for that purpcse.

I l
i SECTION 8.6. Duties and Oblications of the Trustees. The

duties and obligatiens of each trustee appointed by or pursuant to the
provisions of this ReJolution prior to the occurrence of an Event of

Default (hereinaf ter defined), and subsequer.t to the curing of such

Event of Default , shall be determined solely by the express provit,1ons

of this Resolutica, end such trustee shall not be liable for any action
of any other trustee and shall not otherwise be liable except for the

'

performance of its duttes and obligatt ens as specifically set forth.

herein and to act in good f aith an the performance thereof, ,tnd no
implied duties or obligations sh :11 be incurred by such trustee other

than those specified berein, and such trat,tcc shall be protected when

acting in good faith upon the advice of counsel, who mcy be counoci

to the System. In case an Event of Default bas oc6urred t.ha h h : rat

been cured, such trustee shall exercise such of the rights. nd pown ti

vested in it by this Resolution and use the same degres of c c rc ..

skill in the exercise thereof os a prudent man would excici e er un.

(, under the circumstances in the cenduct of his own af f if t s. 'Ih r.,nd lund

a

fi Section 8.5
Section 8.6 - 63 -
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Trustee shall r.ct be deemed to hsve knowledge of any Event of Default

not known to such tru> tee.

SECTION 8.7 Evidecce en Which Trustees and Paving Agents .

May Ac t. Subject to the provisiens of Section 8.6 bereof, the trustees

may con:1ustsely rely, as to the cerrectness of the statements, con-

clusions and opiniens expre,. ed theretn. upon any certi ficate, report,

'.* opinion or other dc:ument furnt ahed te such trustee pursuant to any pro-

visions of this k=v.t.ittun. Exc e p t as ctherwise expressly provided in

this Resolutten, any reque,c, cen,ent, certificate, demand, notice, order,

appointment or other 4:rection made or given by the System to any trus-

tee or the Psying Agent a shall be deemed to have been suf f tetently made

or given by the proper party or parties if executed on behalf of the

System by en officer of the Board.

SECTION 8.8. When Trustees Not Required to Act. None of the

provisions contained in this Resolution shall require any trustee to
spend or risk its own funds or otherwise incur individual financial

) responsibility in the performarce of any cf its duties or in the exer- )
cise of any of its rights or powers, if there are reasonable grounds
for believLng that the repayment thereof is not reasonably assured to

it under the terms of this Resolution.

SECTION 8.9. Compensation of Trustees and Paying Agents.

The Bond Fund Trustee, the Construction Fund Trustee, and the Paying

Agents shall be er. titled to reasonable compensation for all services

rendered by them in the execution, exerci se and perfermance of any
,

of the powers and duties to be exercised or perforn.ed by the Bend

Fund Trustee, the Construction Fund Trustee and the Paytrg Agents,

respectively, pursuant to the provtstor.s of this Resolution or any

Series Resolution, which compensatton ~ ball not be Itmited by any
provisions of law in regard to the :empen+ation of a trustee of an

express trust, and the System will pay or reimburse the Bond Fund

Trustee, the Construction Fund Trustee enJ the Paying Agents upon

Section 8.7
Section 8.8
Section 8.9
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request for all expenses disbursements and advances incurred or made

by the Bond Fund 'ird4 tee, the Construction Fund Trustee or paying Agents,

as the case may be, in accordance with any of the provisions hereof

(including the reasonable compensation and expenses and disbursements

of counsel for the Bond Fund Trustee, the Construction Fund Trustee or
.

Paying Agents, as the case may be, and of any persons not regularly
,

in the employ t ereof) Subject to the provisions of Section S 6h

hereof, the Bond Furd Trustee shall be entitled to indemnity from the,

System against any loss. liability or expense incurred on the part of
the Bond Fund Trustee arising out of or in connection with the accep-

tance or administration of the powers and duties of the trust created'
,

pursuant to the provisions of this Resolution, including the cost and
.

expense of defendirg against any claim or liability in the premises,

and, to the extent permitted by law, the Bond Fund Trustee shall have

a lien or claim for payment of such compensation, expenses and dis-'

,

bursements of counsel, losses, liabilities and expenses prior to that

of the holders of the Bonds upon any funds held by it under this
.*

,
' Resolution.

$(
.

'

SECTION 8.10. No Liability of Bond Fund Trustee for Correct-

ness of Recitals. The Bnnd Fund Trustee shall not be responsible in
,

,

g any manner whatsoever for the correctness of the recitals, statements

85 and representations here'in or in the Bonds or in the coupons, all of

which are ar:!e by the System solely. The Bond Fund Trustee makes no*

representation as to the value or condition of the WPPSS No.1 Project or*

' ' any part thereof. cr as to the right, title and interest of the System in et.
, ,

* WPPSS No.1 Project or as to the lien created by this Resolutioi'

or as to the validity of this Resolution or of the Bonds issued
.

hereunder, and the Bord Fund Trustee shall incur no liability ur

s? responsibility in respect of any such matters. The Bond Fund Trostee
,
.. ,

shall not have arv tesponsibility as to the ameunt of Bonds issued or

outstanding at any ttrs.

..

section 8.10j
.
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SECTION 8.11. Ev1 dern e oc Which e i n .t ,*

of Trustees to Deal in Bends aad An_y other Obligations of the System.

Subject to the provtitons of Section 8.6. In case at any time it shall
.be necessary or desirable for any tec, tee to make any investigation

respecting any fac t prepo:4tcry to taking or not taking any action or

doing or not doing any (6 tog. 4rd in 4r.y case in which this Resolutton

provides ,for permittir.g or taking any action, such trustee may rely

upon any certificate reqaired or permitted to be filed w*ith it under
the provisions of the Resolution, ar d any such certificate shall be
evidence of such fact to protec t it in any action that it may or may'

not take or in respect cf anything it may or may not do, by reason of
'

the supposed existence of such f ac t.

Any trustee and its direc tors, of ficers, employees or agents,

may in good faith buy, sell, own acd hold any of the Bonds or coupons

issued under the provistors of thi, Resolution, and may join in any

action which any Bondbolder may be entitled to take with like effect as

if such trustee were not a trustee under the Resolution. Any trustee

0 may in good faith hold any other form of tndebtedness of the System, )
own, accept or negottare any drafts, bills of exchange, acceptances of

obligations thereof, make disbus sements therefor and enter into any

commercial or business arrangement therewith. No trustee shall be

deemed to have any cor.f1tet of interest solely by reason of any such

transaction.

.

.

4

|
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.
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ARTICLE 1X. .

THE CONSTRUCTION ENGINEER

I.
SECTION 9.1. Appointment of Construction Engineer. The-

*

appointment of United Engineers & Constructors, Inc. as Construction

Engineer for the System by Resolution No. 467 of the Executive Com-
.

mittee of the System is hereby confirmed, and the System covenants

that it will retain, on a continuous basis United Engineers & Con-

structors, Inc., or some other construction engineer or engineering.

firm of national reputation, recognized for knowledge, skill and

experience in the design, construction and operation of nuclear
,

generating facilities, until the report has been rendered by the Con-6

,

struction Engineer as provided in Section 9.6 hereof.
.

SECTION 9.2. Construction Engineer Not to be Employed as

Consulting Engineer. The System will not employ the Construction. .

Engineer as Consulting Engineer fbr the WPPSS No.1 Project and will

not, so long as any of the Bonds are outstanding, now or hereafter

f employ the Construction Engineer in any capacity in connection with.
_

$ the WPPSS No.1 Project except that of Construction Engineer.-( .

SECTION 9.3. Duties of Construction Engineer. The System,

'

.- shall cause the Construction Engineer to:

A. Prepare and submit to the System such drawings, de-

signs, plans, specifications, surveys and reports as are.

necessary for the proper acquisition and construction of the,

WPPSS No.1 Project, and approve and supervise any necessary
,

.
'

modifications in the design, plans and specifications thereof;.

'

and prepare and deliver to the System all certificates re-

ferred to in this Resolution required to be furnished by.

the Construction Engineer;
* *

5. Prepare and submit to the System, the Construction..

Fund Trustee, the Bond Fund Trustee, and to such Bondholders

as may file with the System a request in writing for copies

Section 9.1
Section 9.2

, Section 9.3
(
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e.
.

- thereof, quarterly reports of progress during the Period of
Construction, including data as to the date of expected com i

)

plation and the comparison of estimated construction time and
the Cost of Construction as compared with the estimates made

i

prior to the issuance and sale of any Bonds hereunder, and
;

an estimate of the amounts that will be needed from time to
time to pay the Cost of Constructica and the estimated dates

'~ ' o'f such payments;

C. Continuously supervise and inspect the acquisition

and construction of the WPPSS No.1 Project in accordancy with
.

the usual accepted practices of such inspection and supervision;

D. Upon completion and testing as required by the spect-
.

fications of the WPPSS No. 1 Project, certify to the System

to that effect and to the further effect that the WPPSS No.
1 Project is ready for normal continuous operation.

SECTION 9.4. Report When WPPSS No. 1 Project Readv For-

Normal Continuous Operation. As soon as practicable after the date
' as of which the Construction Engineer shall determine that (i) the )

WPPSS No.1 Project conforms to the plans and specifications as may

be modified from time to time and is ready for normal continuous opera-

tion; (ii) that theacquisition, construction and installation of the
WPPSS No.1 Project has been completed in every material respect; and

(iii) that the costs (including contingencies), as estimated by the
Construction Engineer, of all work remaining to be done in order to

complete such acquisition, construction and installation (hereinafter
,

in this Article EK called " remaining work") will not exceed S ,

the System shall cause the Construction Engineer to file a report to
that effect with the System, the Bond Fund Trustee and the Construction

Fund Trustce.

Section 9.4.
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SECTION 9.5. Detail s of Report Wben WPP,SS_No_ul Pro ject Ready

( for Normal Contiauous Operetten or the Date of Comercial _ Operation,

Whichever is Later. As soon as practicable af ter the date referred to

in Section 9.4 hereof, or the Date of Comercial Operation, whichever;.

is the later, the System shall cause the Construction Engin vr to file

with the System, the Bond Fund Tru. tee and the Construction Fund Trustee

a report settirg forth as of such later dat e, the following in reasonable

det.sil:

(e) the total Cost of Cor.struction exclusive of claims
of cor. tractors and others which are the subject of actual or-

prospective dispute or controversy (hereinafter in th s Article. .
,,

IX called " dispute or controversy") and exclusive of the cost.

(including contingencies), av estimated by the Construction

Engir.eer, of the remaining wor k,

(b) the portion of the total Coat of Construction

specified pursuant to the foregoing clause (a) which has

'seen paid in full;.

(c) the portion of the total Cost of Constructiong ,

> specified pursuant to the foregoing clause (a) which remains-

to be paid, inclu3ing all amounts which are not the subject.,

( of dispute or controversy but are dependent upon the satis-

faction of any agreements or renditions precedent to such
?

payment;

,

(d) the aggregate amount of the claims of contractors
4

s and others which are the subject of dia.pute or controversy;
.

(e) the cost (includicg contingencies), as estimated by: *

i

the Construction Engineer acJ as approved by the System of,

4'
the remainir.g work;*

(f) such amount, if s'ty, as the Ce*tstruction En ;1neer
,

, , , e
..
.

shall determine is recessary or desirable tr be set aside in
f

the Construction Fund for c es.ttr.ger.cles, including any further.

4

( modifications which may be required under section 3.3 hereof,
,

{ j in order to avo11 the poinable siecessity of issuance or

f further issuance of Bends.
,

k
k Section 9.5
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SECTION 9.6. Report on Final Completion of the WPPSS No. 1

Protect. As soon as practicable after the date as of which the Con-

struction Engineer shall determine that the equisition, construction a..

installation of the WPPSS No. 1 Project has been fully co'mpleted and that

the total Cost of Construction has been fully paid and satisfied (includ-

ing but without limitation final payment or satisfaction of each dis- .

puce or controversy and payment in full for all remaining work), the

System shall cause the Construction Engineer to file a report with

the System, the Bond Fund Trustee and the Construction Fund Trustee to

that effect, setting forth (a) the basis of such determination in
.

reasonable detail and (b) the amount remaining in the Construction Fund

after such full payment and satisfaction.*

.

SECTION 9.7. Estimate of Cost of Construction and Estimate

of Date of Payment. At or prior to the issuance and delivery of any

Bonds issued for the purpose of paying the Cost of Construction, the

System shall cause the Construction Engineer to file with t he Construe-

tion Fund Trustee and with the System an estimate of the amounts that

g will be needed from time to time to pay the Cost of Construction and

the estimated dates of such payments.

.

.

.

.

.

Section 9.6
Section 9.7
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ARTICLE X*
,,

COVENANTS TO SECURE BONDS

\ The System hereby covenants and agrees with the purchasers

. and holders of all bonds ' issued pursuant to this Resolution as follows:

SECTION 10.1. Certain Covenants by the System with Respect

to Resolution No. 178. On and after the date of the first delivery of

any Bonds pursuant to this Resolution:

1. The System shall not issue any bonds or other evidences

of indebtedness under Resolution No. 178 so long as the obli-
'

gations of suc'.a Resolution are satisfied under this Resolution;
*

2. The System will faithfully and punctually discharge'all

of its duties and obligations under and pursuant to its.

* Resolution No. 178 insofar as these have not been discharged

by reason of (i) the exercise by the Administrator of his

rights under Section 5(i) of the Hanford Project Exchange

Agreements, (ii) the execution of Supplemental Agreement No. 3,

Contract No. AT(45-1) 1355 by the System and AEC, and

(iii) by the provisions of this Resolution;

( $ 3. The System will make all payments and deposits to be made

under the provisions of said Resolution No. 178 at the times

and in the manner prescribed therein from the moneys to be

prcvided for that purpose pursuant to Section 7.2 of this
,

kesolution;

4. The Syste'm shall apply amounts set aside in the Hanford

Project Bond Fund solely for the payment of the principal of,
premium, if any, and interest on the 1963 Bonds;

*

5. The System shall apply amounts held as reserves in the

Bond Reserve Account in the Hanford Project Bond Fund solely
,

for the payment of the principal of, premium, if any, and
interest on the 1961 Bonds;,

6. If on any December 31 following July 1,1980 there shall

exist in the Hanford Project Revenue Fund, an amount determined

in accordance with Section 6.6 of Resolution No.178, which
*

shall exceed the System's required amount of working capital,,

(_
the amount of such excess shall be applied to reduce the

g j Section 10.1 71
*
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amounts required to be deposited in the Hanford Project Rrvanua*

.

- Fund pursuant to Section 7.2 of this Resolution. .For so long

as the System is not in default in making the payments to the.

Hanford Project Revenue Fund required by Section 7.2 of this

Resolution, the working capital for the Hanford Project
.

shall not exceed $1,000,000.
.

7. . The System shall not amend Resolution No.178 in any
.

meaner which adversely affects or diminishes the rights of

the Bondholders under this Resolution.

Section 10.2. To Complete the WPPSS No. 1 Project: To Maintain

the Properties of the WPPSS No. 1 Project: To Keep the WPPSS No. I Pro-*

1ect in Good Repair. The System in accordan:e with the provisions of-

the Project Agreement will (i) proceed with all reasonable diligence to*

and will construct to completion the WPPSS No. 1 Project and will com-

plete such construction at the earliest practical time, (ii) fulfill all.

of its obligations with respect to such construction and will thereafter
at all times operate the properties of the WPPSS No.1 Project and the

.' business in connection therewith in an efficient menner and at reasonable

O cost, (iii) maintain, preserve and keep, or cause to be maintained, pr }
served and kept, the properties of the WPPSS No.1 Project, and all
additions and betterments thereto and extensions thereof, and every part

# and parcel thereof in good repair, working order and condition, and

(iv) from time to time make, or cause to be made, subject to Section 15(c)

of the Project Agreement, all necessary and proper repairs, renewals, re-

placements, additions, extensions and betterments thereto, so that at all
times the business carried on in connection therewith shall be properly

*

and advantageously conducted.

Section 10.3. Use of WPPSS No. 1 Proieet Capabilitv. Power and-

'

Energy: Suf ficiency of Revenues. So long as any of the bonds issued
,,

pursuant to this Resolution are outstanding and unpaid, the System agrees-

(1) that the WPPSS No.1 Project capability and all power and energy pro-

duced by the WPPSS No.1 Project will be disposed of solely for the
.

j benefit and account of the WPPSS No.1 Project and pursuant to the pro-

visions of the WPPSS No.1 Project Exchange Agreements and the WPPSS

No. 1 Project Net Billing Agreements; and (2) that, whether or not the )
,

fi .
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i.eneration or transmission or power and energy by the WPPiS No. 1 Pro-.

ject is suspended, interrupted or reduced for any reason whatever, the
-( gross revenues received in cash from rates and charges for such Project

capability and power and energy sold, furnished or supplied through the

facilities of the WPPSS No.1 Project will, in the aggregate, be suf ficien

(to the extent not otherwise specifically provided fcr in this Resolution)I
(a) to make when due all payments which the System is obligated

,

to set aside and pay into the Hanford Project Revenue Fund pursuant to
~

Section 7.2 hereof; '

(b) to pay all costs of, and all charges and expenses in

connection with, the proper operation and maintenance of and repairs,

renewals and replacements to the WPPSS No. 1 Project in order to keep

the WPPSS No.1 Project in good operating condition and all taxes,*

assessments or other governmental charges lawfully imposed on the WPPSS

No.1 Project or the revenues therefrom, or payments in lieu thereof;

(c) to make when due all payments which the System is obligated

to set aside and to pay (i) to the Bond Fund Trustee for the accnunt-

of the Bond Fund pursuant to Section 7.3 hereof and (ii) into the
) special fund or funds created for the payment of the principal of,

premium, if any, and interest on all additional bonds issued in accor-
.

dance with Section 10.7 hereof;

(d) to make when due all payments which the System is obligated

to pay into the Reserve and Contingency Fund pursuant to Section 7.6
hereof;

(e) to pay the cost of prevention or correction of any unusual

loss or damage to, and for major repairs, renewals and replacements to,
*

the WPPSS No. 1 Project, in order to keep the WPPSS No. 1 Project in

good operating condition, and for additions, betterments and improve-

ments thereto and extensions thereof, less that part, if any, of
such cost asis provided for by insurance, by amounts available there-

for in the Reserve and Contingency Fund and by proceeds of sale of

additional bonds issued in accordance with Section 10.7 hereof; and

(f) to pay or discharge when due all other charges or obli-

gations against the grosa revenues of the WPPSS No.1 Project of

,
.

- 73 -
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* .shatever nature and whether now or hereafter imposed by law or by' *

contract;

)*

provided that, for the purpose of this section, proceeds if insurance

politices, if any, payable to the System because of loss or revenue

caused by delay in the completion of the construction of the WPPSS

No.1 Project, or because the operation thereof is suspended, inter-*

.

rupted or reduced, shall be deemed to be gross revenues from the sale

of power and energy.

SECTION 10.4. To Fix. Establish. Maintain and Collect
Sufficient Rates and Charges. '1he System shall fix, establish, main-.

tain and collect rates and charges fer the WPPSS No.1 Project capability,+

_

electric power and energy and other services, facilities and commodities,.

iold, furnished or supplied through the facilities of the WPPSS No.1

Project, including power and energy delivered therefrom to or for the

account of the System, which shall be fair and non-discriminatory and

adequate, whether or not the generation or transmission of power and

energy by the WPPSS No. 1 Project is suspended, interrupted or reduced,,
,

'

g for any reason whatever, to provide the System with revenues sufficient
,

to pay the costs of the proper operation, maintenance and repair of ti.e

WPPSS No. 1 Project; and also for the payment of ali costs, expenses-

and charges specified in Section 10.3 above, and any and all other,

. amounts which the System may now or hereafter become obligated to pay

or set aside from said revenues by law or contract.

.

SECTION 10.5. Not to Amend WPPSS No. 1 Project Exchange

*
Agreements. WPPSS No. 1 Project Net Billing Agreements and Project

.

Aareement. So long as any of the bonds issued pursuant to this
,

Resolution are outstanding and unpaid, the System will not (i) volun-
.

tarily consent to or permit any recission of, nor will it consent to
'

any amendment to nor otherwise take any action under or in connection.
,

with any of the WPPSS No.1 Project Exchange Agreements and the WPPSS

No.1 Project Net Billing Agreements which will reduce the payments

provided for therein or which will in any manner impair or adversely

I affect the rights of the System or of the holders from time to time of

the bonds issued pursuant to this Resolution, and the System shall per-

!

f i Section 10.4
Section 10.5
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form all of its obligations under the WPPSL No. 1 Project Exchange*

Agreements and the WPPSS No.1 Project Net Billing Agreements and take

such actions and proceedings from time to time as shall be necessaryi

to protect and safeguard the security for the payment of the bonds

! issued pursuant to this Resolution afforded by the provisions of such

Agreements; or (ii) voluntarily consent to or permit any rescission of,
,

nor will it consent to any amendment to or modification of, nor otherwisc

take any action under or in connection with the Project Agreement which

will in any manner impair or adversely affect the rights of the System
or of the holders from time to time of the bonds issued pursuant to

this Resolution. The System shall perform all of its obligations under'

fromthe Project Agreement and shall take such actions and proceedings

time to time as shall be necessary to protect and safeguard the security

for the payment of the bonds issued pursuant to this Resolution afforded

by the provisions of the Project Agreement.

SECTION 10.6. Not to Furnish Facilities of the WPPSS No. 1.

Project Free of Charge: Enforcement of Accounts Due. So long as any

bonds issued pursuant to this Resolution are outstanding and unpaid,

( the Gystem will not furnish or supply electric energy or any other

consnodity, service or facility furnished by or in connection with the

operation of the WPPSS No.1 Project, free of charge to any other system

of the System or any person, firm or corporation, public or private,

and the System will promptly enforce the payment of any and all accounts

owing to the System by reason of the ownership and operation of the

WFPSS No. 1 Project.

SECTION 10.7. Additional Obligations. The System will not*

hereafter create any other special fund or funds for the payment of

revenue bonds, warrants or other obligations or issue any bonds,

warrants or other obligations payable out of or secured by a pledge
,

of the revenues or properties of the WPPSS No.1 Project, or create

any additional obligations which will rank on a parity with or in

priority over the charge and lien on such revenues or properties
for the payments into the Bond Fund, except that additional bonds

may be issued payable from said revenues on a parity with the Bonds

i Section 10.6
Section 10.7 - 75 -
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.

hereby authorized, and secured by an equal charge and lien on such*

revenues, in such principal amount as may be required for any one or
.).more of the following purposes:

(a) To comply with any order or decision of any

state of federal governmental agency or authority with

authority to issue or make and enforce an order or decision,

requiring the installation of additional facilities or modi-
fi:stions at or in the WPPSS No.1 Project;

(b) To comply with Section 11(c) of the Project

Agreement for the issuance of additional bonds to pay
. for renewals, repairs and replacements, and for capital

additiona and betterments necessary to achieve design-

capability, or required by any governmental agency or

authority; and

(c) To refund at anytime any or all of the then

outstanding bonds issued under this Resolution; provided

that the amount required to be paid into the Interest Account,

Principal Account and Bond Retirement Account in the Bond

0 Fund, and the interest accounts, principal accounts and bond )
retirement accounts in any bond funds for additional bonds

issued pursuant to this Resolution, to pay the principal cf

and interest on bonds issued pursuant to this Resolution in

any year in which any bonds issued pursuant to this Resolution

not refunded are to be outstanding, shall not be greater

than the amount which would have been payable into the

Interest Account, Principal Account and Bond Retirement
.

Account and such interest accounts, principal accounts av 3

Iond retirement accounts if the bonds issued pursuant to this

Resolution to be refunded were not so refunded.

The System shall not issue any additional bonds pursuant to

the Resolution, unless prior to or simultaneously with the issuance

of such bonds the System shall have in effect valid written contracts

for the sale of the WPPSS No. 1 Project capability and power and energy

of the WPPSS No.1 Project, which, in the opinion of the Board (as evi-

denced by a resolution thereof, certified by its Secretary, filed with
,

)
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the Bond Fund Trustee) and of che Consulting Engineer (as evidenced* -

by a certificate filed with the Bond Fund Trustee) will produce revenues ,

(- at least sufficient, whether or not the generation or transmission
-

of power and energy by the WPPSS No. 1 Project is suspended, interrupted

or reduced for any reason whatever, to enable the System to meet all

its obligations under this Resolution, including the timely payment.

*
of all costs, expenses and charges specified in Section 10.3.

_The contracts referred to in the preceding paragraph shall be
A

for terms extending at least to the final maturity date of the Bonds,

provided, however, that some of such contracts may terminate prior to
* said date if in the. opinion of the Board and the Consulting Engineer,

'

evidenced as aforesaid, such contracts and the contracts not terminating; .

* prior to such date will in the aggregate produce the revenues required
,

by the preceding paragraph; and unless the power purchasers thereunder

; shall be the other parties to the WPPSS No. 1 Project Exchange Agreements

or the WPPSS No.1 Project Net Billing Agreements, such contracts shall
,

be with purchasers which, in the opinion of the Consulting Engineer as

f evidenced by a certificate filed with the System and the Bond Fund.

$ Trustee, have the ability and financial responsibility to meet theirk. '

obligations under such contracts. Such contracts shall contain terma

.' with respect to payments for the WFPSS No. 1 Project capability and,

; power and energy, and the items of annual power costs to be included

in the price for such capability and power and energy to such purchasers,
no less favorable to the System than the terms of the WPPSS No. 1

*

Project Exchange Agreements and the WPPSS No. 1 Project Nct Billing

Agreements. Upon or prior to the issuance of such additional bonds ,.
,

*

there shall be filed with the Bond Fund Trustee a written opinion of

counsel to the System that such contracts are valid and binding upon
.

the parties thereto and are in accordance with existing law.
,

The supplemental resolution or resolutions authorizing the-
.

,

issuance of any such additional bonds shall:

' Designate each such issue as a separate series by reference1.

. to the year of issuance;

? 2. Provide that, within the limitations in paragraph 7 below,
such bonds shall be either term bonds, serial bonds, or a combination

( of term and serial bonds;

f i
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,

.' 3. Provide that the interest on such bonds shall be payable
,

on 1 and 1 of each year, and the principal pay-

ments and sinking fund payments for the retirement of term bonds in },

advance of maturity, shall be payable on either of said dates;

4. Designate the Bond Fund Trustee as bond fund trustee for

such bonds;
.

5. Create a separate bond fund for such additional bonds.

containing an interest account, principal account (if serial bonds are
. authorized), bond retirement account (if term bonds are authorized),

and rese rve account; and provide for the transfer to such accounts
.

of moneys from the Revenue Fund in the amount necessary to pay the-

principal, interest, and redemption premiums, if any, on such addi-.

,

tional bonds when due;

6. Provide that the respective amounts to be paid into such

,

separate bond fund for the retirement of such additional bonds in each

year shall commence within five (5) years from the date of such bonds;

7. Provide that the final maturity date for such bonds

issued for purposes specified in clauses (a) and (b) of this section,,
,

g shall be (i) the final maturity date of any bonds issued pursuant to
,

this Resolution theretofore issued if the service life of the facilities.

financed from the proceeds of such bonds as determined by the consulting-

Engineer at the time of issuance, does not extend beyond such date or
,

;- (ii) not earlier than such date, but not later than the expiration

of the service life of such facilities, as so determined by the Con-

sulting Engineer at the time of issuance of the additional bonds, if.

such service life extends beyond such date..

,
,

8. Provide that from the proceeds of such additional bonds*

an amount equal to the maxinra.1 amount of interest to become due on

such additional bonds in any six-month period from the date of such
*

additional bonds to the final maturity dates thereof shall L,e deposited..

"

in the reserve account established in such separate bond fund, and

that said reserve account shall thereafter be maintained at all times

at said amount.
3 -9. Provide that the proceeds of such bonds, if not required

for the purpose of refunding outstanding bonds issued pursuant to this

)
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desolution, shall be deposited in a construction fund to be held

by a construction fund trustee and that payments therefrom shall be
? made upon compliance with terms and conditions substantially the same

as are provided by Section 7.12 of this Resolution for the withdrawal

of moneys from the Construction Fund.

Nothing herein contained shall prevent the System from t

issuing revenue bonds, notes or warrants or other evidences of indebt-

edness which are a charge upon all or any portion of the revenues of

the WPPSS No. 1 Project junior or inferior to the payments to be made

into the Bond Fund and the bond funds created for additional bonds.
.

SECTION 10.8. Not to Encumber or Disnose of Pro ject Pro pert i e s .
,

The System will not sell, mortgage, lease or otherwise dispose of any

of the WPPSS No. 1 Project properties, or permit the sale, mortgage,,

lease or other disposition thereof, except as hereinaf ter provided

in this section.

1. The System may sell, lease or otherwise dispose of
,

such properties, provided that simultaneously with such
,

.

sale or other disposition thereof, provision is made for
g

the payment of cash into the Hanford Project Revenue Fund.

and the Bond Fund and any other special funds of the System

.
created for the purpose of paying bonds issued pursuant to

this Resolution sufficient to retire, and to pay the interest>

r
1 to accrue prior to such retirement on the 1963 Bonds and
!

all bonds issued pursuant to this Resolution then out-

standing in full in accordance with the requirements of

Resolution No. 178, this Resolution and any resolution.,

authorizing such bonds.

2. The Systen may sell, lease or othervise dispose of any
9
e _ portion of the works, plants and facilities of the WPPSS

#1 .. T

f No.1 Project and any real and personal property comprising
ir
; a part thereof which is unserviceable, inadequate, obsolete,
)
) worn-out or unfit to be used or no longer required for use
r
j i in connection with the operation of the WPPSS No. 1 Project,

i provided however, that if the original cost of the properties

ti se : tion 10.8
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* ~ so to be disposed of 'fas in exce::s of $100,C00, che Consulting
.

Ea;in2cr shall first certify that the properties to be dis-
.

posed of are unserviceabic, inadequate, obsolete, worn-out h
or unfit to be used or no longer required for use in connec-

tion uith the operations of the tiFPSS No. 1 l'roject. Moneys

received by the System as the proceeds of any such sale, lease

or other disposition of a portion of the properties of the
,

WPPSS No.1 Project shall to the extent of $50,000 be trans-
ferred to the Reserve and Contingency Fund, and used for the

purposes specified in Section 7.6 for the use of other moneys
.

in said Reserve and Contingency Fund, and any moneys received
.

from such partial disposition of property in excess of $50,000
,

,

shall be paid into the Bond Retirement Account and the bond re-
.

tirement accounts created for additional bonds issr .d pursuant

to this Resolution, in the proportion which the outstandipg

principal amount of the Bonds and of the additional bonds of
each series bears to the total outstanding principal amount of

the Bonds and additional bonds of all series _ and used for the,,
,

purchase or redemption of Bonds and additional bonds; provided,
g

however, that if such sale, lease or other. disposition of-

portion of the properties of the WPPSS No.1 Project is in con-
nection with replacement of sue t properties, all moneys receivedS

from such partial disposition of property shall be transferred
to the Reserve and Contingency Fund; and provided further, how-

ever, that any moneys received by the System as proceeds of

any such sale, lease or other disposition of any Fuel, including-

any and all nuclear material tools, equipment, instruments and'

spare parts, together with all associated and related property

necessary to the acquisition, furnishing, processing, reprceess-*

ing, and disposal of the Fuel, shallbe paid into the Revenue
.7

Fund and transferred to the Fuel Fund.

3. In the event that the ownership of the properties of the

WPPSS No.1 Project or any part thereof, shall be transferred.
,

from the System through the operation of law, any moneys

received by the System as a result of any such transfer
shall be paid into the Bond Retirement Account and the bon )

I' retirements accounts created for additional bonds _ issued pur-

. suant to this Resolution, in the proportion which the out-

s

-- . . b *,. ..m ,sm.s mren x , e .n . ; . n :ev-a



. - - . . . , . --- _- . . - - . - .

i>

;.

*
'

.
.

7
-[ standing principal amount of the Bonds ~ and of the addi-
,

tions1 bonds of each series bears to the total outstanding

' '(I principal amount''of the Bonds and the additional bonds of
,

- all series and used .for. the purchase or redemption of bonds

and additionet bonds.

Notwithstanding the provisions of paragraphs 2 and 3 of this

Section 10.8, moneys received by the System prior to September 1, 1980

or the Date of Commercial Operation, whichever is later, as a result of
,

any sale, lease, . transfer or other disposition _ specified in such

paragraphs, shall be transferred to the Construction Fund.

.

SECTION 10.9',-Insurance. The System will keep, or cause to

be.kept, the works, . plants and facilities comprising the properties of'

.

the WPPSS No.1 Project and the operation thereof insured to. the extent

available at reasonable cost with responsible insurers with policies

payable to 'the System for the benefit of the WPPSS No. _1 Project, the
~

WPPSS No.1 Project Participants and the Administrator under the WPPSS

No,' 1 Project Net Billing Agreements, as their interests may appear,

against risks of direct physical loss, . damage or destruction of the
I(, WPPSS No. 1 Project, at least to the extent that similar insurance

is usually carried by electric utilities operating like properties,

against accidents, casualties, or negligence, including liability insur -
ance and employer's liability, and such other insurance as the parties

to the Project Agreement may agree upon pursuant to subsection (a)

of Section 12 of the Project Agreement. During the Period of Con-

struction, in the event of any loss or damage to the properties of

the WPPSS No.1 Project covered by such insurance, the System will
.

transfer the insurance proceeds received by the System covering such

damage or loss to the Construction Fund; after the Period of Constructio !

the proceeds of ' insurance covering loss or damage to Fuel shall _be

deposited in~the Fuel Fund. In the case of loss, including loss of
revenue, caused by delay in completion, or by suspension or interruption

~

,

of generation or transmission d power and energy, the proceeds received.

.j . . by the System of any insurance policy or policies covering such loss
I
' occurring prior to September 1,1980, shall be paid into the Construc-

.. |

tion Fund and the proceeds received by the System of any insurance '

.(' policy or policies covering such loss after September 1,1980 shall
f i
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1 . be paid into the Revenue Fund and used to reduce payments by the*

WPPSS No. 1 Project Participants under the WPPSS No. 1 Project Net

i Billing Agr2ements. The System may agree to purchase additional

insurance in accordance with subsection (b) of Section 12 of the
Project Agreement. Any proceeds from such additional insurance

shall be disbursed as directed by the Administrator. Within sixty
,

(60) days. af ter the close of each twelve-month period beginning

with the twelve-month period following the Date of Connercial Opera-

tion, the Systcm shall file, or cause to be filed, with the Bond

Fund Trustee a certificate of the Consulting Engineer describing

*
in reasonable. detail the insurance then in effect pursuant to the

requirements of this section stating whetber, in its opinion, such

insurance then in effect reasonably complies with the provisions

hereof. A copy of each such certificate shall be forwarded to any

holder of Bonds who shall file with the System a written request

therefor.

SECTION 10.10. Books of Account; Annual Audit. The System

shall keep proper books of account for th'e WPPSS No. 1 Project, showing

as a separate utility system the accounts of the WPPSS No. 1 Project,

in accordance with the rules and regulations prescribed by any

governmental agency authorized to prescribe such rules, including

the Division of Municipal Corporations of the State Auditor'; office

of the State-of Washington, or other state department or agency

succeeding to such duties of the State Auditor's office, and in

accordance with the Uniform System of Accounts prescribed from time

[ to time by the Federal Power Commission, or other federal agency having

jurisdiction over electric public utility companies owning and operating
properties similar to the electric properties operated by the System,

whether or not the System is required by law to use such system of

accounts. Within one hundred twenty (120) days af ter each June 30,

the System shall-cause such books of accounts to be audited by
.

independent certified public accountants of national reputation

licensed, registered or entitled to practice and practicing as such

under the itss of the State of Washington, who, or each of whom, is

in fact independent and does not have any interest, direct or indire )

- I Section 10.10 - 82 -

.

- % -- -,-



*
,

.

..

in any contract with the System other than his contract of employment

to audit books of account of the System, and who is not connected

with the System as an officer or employee of the System. A copy of

!each audit report, annual balance sheet and income and expense state-

ment showing in reasonable detail the financial condition of the

WPPSS No.1 Project as of the close of each fiscal year, and summarizing

in reasonable detail the income and expenses for such year, including

the transactions relating to the Conatruction Fund, the Revenue Fund,

the Hanford Project Revenue Fund,' the Bond Fund, the Fuel Fund and

the Reserve and Contingency Fund and any and all special funds and
.

| accounts created in repsect of additional bonds issued pursuant to

*
this Resolution, and the amounts expended for maintenance and fur

renewals, replacements and gross capital additions to the properties of.

,,

the WPPSS No.1 Project shall be filed promptly with the Bond Fund
''

Trustee and sent to any Bondholder filing with the System a written

request for a copy therenf.
-

'

SECTION 10.11. Consulting Engineer. The System will, as

g prescribed in this section, retain a nationally recognized independent

engineer or engineering firm on a continuous basis for the purpose of

providing the System insnediate and continuous engineering counsel with

respect to the WPPSS No.1 Project (the consulting engineer or

engineering firm employed pursuant to the paragraph being referred

to in this Resolution as the " Consulting Engineer"). The System will

not emp!ay said Consulting Engineer as Construction Engineer for the

WPPSS No.1 Project, and will not, so long as any of the Bonds are

outstanding, now or hereafter employ the Consulting Engineer in any

capacity in connection with the WPPFS No. 1 Project except that of

Consulting Engineer. Any Consulting Engineer enployed pursuant to

this section shall be selected with the special reference to his

knowledge and experience in advising on the operation of generating

facilities and'in the marketing of power therefrom. The System
i

covenants and agrees that it will initially employ R.W. Beck and
:
! Associates as such Consulting Engineer for a period of four years

Section 10.11 - 83 -
|

! f
i

I
, s
)

I -n__



-

.

*

.

..

.

from the date of the adoption of this Resolution, and will there-
after renew such employment or may employ other Consulting Engineer.e

h
for three-year periods so long as any bonds issued pursuant to this
Resolution are outstanding. In addition to the other duties of the

Consulting Engineer pursuant to this Resolution, the Consulting

Engineer shall, not later than e'ghteen (18) months after the Date -

i

of Commercial Operation, and each three (3) years thereaf ter, make a

physical examination of the WPPSS No. 1 Project, and prepare a report

based upon such examination and survey of the System's management,

operation and maintenance of the WPPSS No. 1 Project. Each such-
,

report shall be in sufficient detail to show whether the System, in
operating the WPPSS No. 1 Project, has satisfactorily performed and com-

plied with the covenants set forth in this Resolution with respect to

the efficient management of the properties of the WPPSS No.1 Project

and its business, the sufficiency of the amounts being charged and

collected for services under the requirements of this Resolution, the

proper maintenance of the properties of the WPPSS No. 1 Project, and the

making of necessary repairs, renewals, replacements and improvements,

and reconnendations therefor. If the System in any material way sh J

have failed to perform or comply with the covenants and agreements

contained in this Resolution, such report shall specify the details of

such failure. In the making of such report, the Consulting Engineer
J

shall accept the audit report of the independent certified public
secountants referred to in Section 10.9 hereof. Copies of each

such report shall be placed on file with the Bond Fund Trustee and

with the System at its office in Richland, Washington, and shall be
,

sent to any holder of Bonds filing with the System a written request

f- for a copy thereof.

The Consulting Engineer shall pass upon the economic sound-

ness and feasibility of any contemplated renewals, replacements,

,
additions, betterments and improvements to and exteasions of, the

l-
. PPSS No. 1 Project involving the expenditure of $100,000 or more,| W

,

and he shall embody his findings in a certificate to be filed with'

I
i the Bond Fund Trustee and the System. Such certificate shall specify

I
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,the source from which funds are to be derived for such expenditures
and shell designate the expenditure as a renewal, replacement or

i ' capital addition.
In the event of any loss or damage to the properties of

the WPPSS No.1 Project in excess of $100,000, whether or not covered

by insurance, the Consulting Engineer shall ascertain the amount of
such loss or damage and shall isses and deliver to the System a

-certificate setting forth the amount an.d nature of such loss or

damage and recommendations as to whether or not the properties affected

by such loss or damage should be replaced. A copy of such certificate
.

shall be filed with the Bond Fund Trustee and forwarded to any holder-

i of Bonds who shall file with the System a written request therefor.

SECTION 10.12. To Make Economically Sound Improvements

and Extensions to the Project. The System will not expend any of

the income, revenues, receipts, profits and other moneys derived

by it from the ownership or operation of the WPPSS No. 1 Project

for any renewals, replacements, additions, betterments and improve-

ments to, and extensions of, the WFPSS No.1 Project, which are
g

' not economically sound or which will not properly and advantageously -

contribute to the conduct of the business of the WPPSS No.1 Project

in an efficient and economical manner unless required to do so by

or pursuant to law to permit the continued operation of the WPPSS

No. 1 Project.

SECTION 10.13. To Pay Principal. Premium and Interest

of Bonds. The System will duly and punctually pay or cause to be
.

paid, but only from the revenues of the WPPSS No.1 Project and

moneys pledged hereunder to the Bond Fund, and from the proceeds

of the sale or other disposition (whether voluntary or involuntary)
t

!

of properties of the WPPSS No.1 Project, the principal of and'

premium, if any, and interest on each and every bond and each

and every bond issued pursuant to this Resolution on the dates

and at the places and in the manner provided in said Bonds and

such other bonds and in the coupons thereto attached, accord-
,

ing to the true intent and meaning thereof, and will faithfully
|

| (
. | Section 10.12
| Section 10.13 - 85 -
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do and perform and fully observe and keep any and all covenants, under-

takings. stipulations and provisions contained in the Bonds and such )
.

other bonds and in the coupons thereto attached, and in this Resolution,

any Series Resolution and each supplemental resolution authorizing such

other bonds.

Section 10.14. Paying Agents . The System shall at all times

maintain one or more offices or, agencies in the City of Seattle,

Washington, in the City of Chicago, Illinois, and in the City of New
. York, New York, where Bonds and coupons may b presented for payment,

.

registration, transfer or exchange, and where notices, demands and
' other. documents may be served upon the System in respect of the bonds

and coupons or of this Resolution.

Sec' tion 10.15. Protection of' Security. The System is duly

authorized under all applicable law to create and issue the Bonds and

to adopt this Resolution and to pledge the revenues and other moneys,

securities and funds purported to be pledged by this Resolution in the

g manner and to the extent provided in this Resolution. The ravenues an

other moneys, securities and funds so pledged are and will be free and

clear of any pledge, lien, charge or encumbrance thereon or with

respect thereto prior to, or of equal rank with, the pledge created

by this Resolution, except as otherwise expressly provided herein and

all corporate action on the part of the System to that end has been

duly and validly taken. The bonds and the provisions of this Resolution

are and will be valid and legally enforceable obligations of the System
,

* in accordance with their teems and the terms of this Resolution. The

System shall at all times, to the extent permitted by law, defend,

preserve and protect the pledge of the revenues and other moneys,

securites and funds pledged under this Resolution and all the rights

of the Bondholders under this Resolution against all claims and de-

mands of all p' rsons whomsoever.e

I'
' .
.

Section 10.14 4

Section 10.15 '
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SECTION 10.16. Authority of System to Construct and Maintain

4 the WPPSS No. 1 Proice.. The System has good right and lawful power tor

.

construct, reconstruct, improve, maintain, operate and repair the RPPSS

No.1 Project, and to fix,' establish, maintain and collect rates and

charges for WPPSS No.1 Project capability, electric power and energyE
.

and other services, facilities and commodities sold, furnished or sup--

plied through the facilities of the WFPSS No. 1 Project as provided
1-

in this Resolution.-

SECTION-10.17 Payment of Taxes. Assessments and Other
.

1-

Governmental Charges and Payments in Lieu Thereof: -Pavment of Claims. ]
,

The System will from time to time duly pay and discharge, or cause to.

l.

be paid and discharged, all taxes, assessments and other governmental

charges, or payments made in lieu thereof, Lawfully imposed upon the

properties constituting the WFPSS No. 1 Project or the revenues, income,>

receipts, profits and other moneys derived by the System therefrom when

the same shall become -due; and all lawful claims for labor and materials
/

and supplies which, if not paid, might become a lien or charge upcn the. ,
,

'

#
( said properties, or any part thereof, or upon the income, revenues ,.

,

receipts, profits and other moneys derived by the System from the opera-
'

tion thereof, or which might in any way impair the security of the*

obligations issued by the System payable from said revenues, except

those assessments, charges or claims which the System shall in good

faith contest by proper legal proceedings.

SECTION 10.18. Taking Any Further Action Necessary. The

System will at any and all times, insofar as it may be authorized so'

to do by law, pass, make, do, execute, acknowledge and deliver all

.
and every such further resolutions, acts , deeds , conveyances , assign-.

ments, transfers and assurances as may be necessary or desirable for
; -:

,

the better assuring, conveying, granting, assigning and confirming all

and singular the rights, revenues and other funds hereby pledged or'

assigned to the payment of the obligations issued by the System payable
from the revenues of the WFPSS No.1 Project, including the Bonds and'

r

i
=

' appurtenant coupons, or intended so to be, or which the System may

( hereafter become bound to pledge or assign.

$ Section 10.16
Section 10.17
Section 10.18
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Section 10.19. Arbitrage Bond Provision. The System will

make no use of the proceeds of the sale of any issue of bonds issued )

pursuant to this Resolution which, if such use had been reasonably

expected on the date of issue of stich bonds, would have caused such

bonds to be " arbitrage bonds", as defined in subsection (d)(2) of

Section 103 of the U. S. Internal Revenue Code of 1954, subject to

treatment under subsection (d)(1) of said Section 103. The System

shall comply with the requirements of subsection (d) of Section 103

of said Internal Revenue code and the applicable regulations of the

Internal Revenue Service adopted thereunder, throughout the term of*

such bonds.-

.

)

.

e
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I
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ARTICLE XI

( SUPPLEMENTAL RESOLUTIONS.

SECTION 11.1. Adoption of Supplemental Resolutions and

Purposes Thereof. The System may adopt at any time and from time to

tiane a resolution or resolutions supplemental to this Resolution for*

~

any one or more of the following purposes, and any such supplemental

resolution shall become effective in accordance with its terms upon

thi filing of a certified copy thereof with the Bond Ibnd Trustee
and the opinion of counsel for the System that such supplemental

"

resolution has been duly adopted and the provisions thereof are>
,

valid and binding upon the System, to-wit:'
*

(1) To provide for the issuance of an additional

Series or Series of Bonds pursuant to Section 4.4 hereof
,

and to prescribe the tenas and conditions pursuant to

which such bonds may be issued, paid or redeemed;

(2) To provide for the issuance of additional bonds
"

pursuant to Section 10.7 hereof, ano to prescribe the*
,

A( terms and conditions pursuant to which such bonds msy*

be issued, paid or redeemed;
'

(3) To add additional covenants and agreements of.

( the System for the purpose of further securing the pay-
6

ment of bonds issued pursuant to this Resolution, pro-

vided such additional covenants and agreements are not
.

contrary to or inconsistent with the covenants and

* agreements of the System contained in this Resolution;

(4) To prescribe further limitations and restrictions

upon the issuance of bonds and the incurring of indebted-
,

ness by the System payable from the revenues of the WPPSS No. 1

., - " . Project which are not contrary to or inconsistent with

the limitations and restrictions thereon theretofore in

e f fec t.

(5) To surrender any right, power or privilege-

,

i

I

( Section 11.1
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reserved to or conferred upon the .iystem by the terms

of this Resolution;
.

(6) To confirm as further assurance any pledge

under and the subjection te any, lien, claim or pledge

created or to be created by the provisions of this
,

Resolution of the revenues of the WPPSS Mo.1 Project or of,

any other moneys, securities or funds;

(7) To modify any of the provisions of this Resolu-

tion in any other respects; provided that such modification

shall not be effective until after the Bonds shall cease
'

,

f
'to be outstanding, and any bonds issued under such resolu-,

tion shall contain a specific reference to the modifica-

tions contained in such subsequent resolutions; or
'

f (8) With the consent of the Bond Wnd Trustee, to

cure any ambiguity or defect or inconsistent provision,

in this Resolution or to insert such provisions clarifying

natters or questions arising under this Resolution as are

necessary or desirable in the event any such modifications

are not contrary to or inconsistent with this Resolution f.

. as theretofore in effect.

1, SECTION 11.2. Supplemental Resolution Modifying Resolu-

t_isn Subject to Consent of Bondholders. The provisions of this

Resolution may be modified at any time or from time to time by a
.

resolucion supplemental hereto, subject to the consent of Bond-

holders in accordance with and subject to the provisions of*
, .

.

Article XIll hereof, such amendment to become effective upon the

filing with the Bond Fund Trustee of a certified copy thereof.
.

SECTION 11.3. Supplemental Resolution Affecting Trustees
3.I.

and Other Fiduciaries. No resolution changing, amending or modify--

ing any of the rights or obligations of the Bond Nnd Trustee, the

Construction Fund Trustee or any other fiduciary may be adopted by

| the System or be consented to by Bondholders without the written

cansent of such trustees, or fiduciaries. The Bond Fund Trustee or-

/
.

*Iection 11.2
f f Section 11d' - 90 -
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any other fiduciary af fected thereby is hereby authorized to
accept the delivery of certified copies of any resolution amending
thd provisions of this Resolution and shall be fully protected*

in relying upon a certification by the Secretary of the System*

tha't such resolution has been adopted in full compliance with the

terms and provisions of this Resolution.
\

.
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ARTICLE XII

DEFAULTS AND REMEDIES )

SECTION 12.1. Events of 7efault. The Board hereby finds
.

and determines that the continuous operation of the WPPSS No.1 Project

and the collection, deposit and disbursement of the revenues there-'

from in ths manner provided in this Resolution and in any supple-

mental resolation authorizing the issuance of additional bonds pursuant

to the provisions of Section 10.7 of this Resolution payable from*

th.: revenues of the Project pari gasg! with the Bonds (which addi-

tional bonds, together with the Bonds, are hereinafter in this Arti-
cle XII and in Article XIII referred to collectively as the " Bonds")

' are essential to the payment and security of the Bonds and the failure

or refusal of the System to perform the covenants and obligations

contained in this Resolution and any supplemental resolution will

endanger the necessary continuous operation of the WPPSS Project No. I and

the application of the revenues therefrom to the purposes set forth

in this Resolution. The Resolution and each supplemental resoittion

adopted pursuant to Article XI hereof are hereinafter in this Article )
*

i

XII and in Article XIII referred to collectively as the " Resolution".
,

The System further covenants and agrees with the purchasers and

holders from time to tLme of the Bonds in order to protect and

safeguard the covenants and obligations undertaken by the System

securing the Bonds, that if one or more of the fol:owing events

(herein called " Event of Default") shall happen, that is to say:
(1) The System shall default in the performance of any

.

obligations with respect to payments into the Revenue Fund;

(2) Default shall be made in the due and punctusi pay-

ment of the principal and premium, if any, on any of the

Bonds when the same shall become due and payable, either at

maturity or by proceedings for redemption or othe rwise;

(3) Default shall be made in the due and punctual pay- -

ment of any installment of interest ni any SunJ or say sink-

ing fund installment therefor when and as such installment

section 12.1 I,

fi - 9? -
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a

of interest or sinking fund in tallment shall become due
*

and payable, and such default shall continue for a period
~ 'i'

of thirty (30) days;

(4) The System shall default in the observance and

performsnce of any other of the covenants, conditions and

agreements on the part of the System contained in the*

Resolution and such default or. defaults shall have con-

tinued for a period of ninety (90) days;*

(5) The System shall (except as herein permitted)
.

sell, transfer, assign or convey any properties constituting
,

the WPPSS No. 1 Project or interests therein, or any part or parts
.

'' thereof, or shall make any agreement for such sale or trans-

fer_ (except as expressly authorized by Section 10.8 hereof)

or shall voluntarily forfeit or allow any of the lesses,
,

licenses, franchises, permits, approvals, privileges, ease-i

ments or rights of way necessary or desirable in the operation

of the WPPSS No.1 Project to lapse or terminate prior to the expira-
'

tion date thereof by neglect or default;-

.-+ g
( (6) An order, judgment or decree shall be entered byt

any court of competent jurisdiction (a) appointing a

receiver, trustee or liquidator for the System or the

whole or any substantial part of the WPPSS No.1 Project,

(b) approving a petition filed against the System under*

the provisions of Chapter IX of an Act to Establish a
'

Uniform System of Bankruptcy Throughout the United States,

Approved July 1, 1898, as amended, (c) granting relief to
,

the System under any amendment to said Bankruptcy Act which

shall give relief substantially similar to that afforded by
'

,

l, said Chapter IX, or (d) assuming custody or control of the
4 .e

< . ' System or of the whole or any substantiel part of the
, ,

WPP3.i No.1 Project under the provisions of any other law for

the relief or aid of debtors and such order, judgment or

decree shall not be vacated or set aside or stayed (or, in

case custody or control is assumed by said order, such custody

or control shall not be otherwise terminated), within sixty,

(. ,
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(60) days from the date of the entry of such order, judgment

or decree;

(7) The System shall (a) admit in writing its inability
1

to pay its debts incurred in the ownership and operation of
the WFFSS No. 1 Project generally as they become due, (b) file ,

a petition in bankruptcy _ or seeking a composition of indebted-

w.. n,ess,., (c), , consent to, the appointment of a receiver of its

creditors, (d) consent to the appointment of a receiver of

the whole or any substantial part of the WPPSS No. 1 Project,
!

(e) file a petition or an answer seeking relief under any amend-

sent to said Bankruptcy Act which shall give relief substan-

tially the same as that afforded by said Chapter IX, or (f)< ,

consent to the assumptiop by any court of competent juris-
diction under the provisdons of any other law for the relief<

,

or aid of debtors of custody or control of the System or of

the whole or any substantial part of the WPPSS No.1 Project;

then, and in each and every such case, so long as such Event of Default

shall not have been remedied, unless the principal of all the Bonds }
shall have already become due and payable, either the Bond Fund Trustee

(by notice in writing to the System), or the holders of not less than
20% in principal amount of the Bonds then outstanding (by notice in

writing to the System and the Bond Fund Trustee), may declare the

| principal of all the Bonds then outstanding, and the interest accrued

thereon, to be due and payable immediately, and upon any such declaratior
|

the same shall become and be immediately due and payable, anything in ;

the Resolution or in any of the Bonds contained and to the contrary
,

notwithstanding. The right of the Bond Fund Trustee or of the holders -

of not less than 20% in principal amount of the Bonds to make any such

declaration as aforesaid, however, is subject to the condition that
1

if, at any time after such declaration, but (i) before any judgment
,

| or decree for the ppyment of moneys due shall have been obtained orj

' entered and has been, discharged, (ii) before possession and control#

,

of the business and pVoperttes of the WPPSS No.1 Project have been taker ;
'

1
I
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and air then hel<l by the Bond Nnd Trustee or the holders of Bonds
(

gui-m ~ctir.ns 12.3 and 12.4 hereof, and (iii) before the Bonds

.shall have matured by their terms, all overdue installments of

interest upon the Bonds, together with the reasonabis and proper

charges, expenses and liabilities of the Bond Fund Trustee and the
i

holders of Bonds and their respective agents and attorneys and all

otfier sums then payable by the System under the Resolution (except
I

the principal of, and interest accrued since the next preceding
,

interest date on, the Bonds due and payable solely by virtue of

such declaration) shall either be paid by or for the account of the

System or provisions satisfactory to the Bond Fund Trustee shall be
,

sabe for such payment, and all defaults under the Bonds or under the

Re' olution (other than the payment of principal and interest due and pay-s

able solely by reason of such declaration) shall be made good or be

se' ured to the satisfaction of the Bond Nnd Trustee or provisionc

deemed by the Bond Fund Trustee to be adequate shall be made therefor,

then and in every such case the holders of a majority in principal

( amount of the Bonds then outstandir.g, by written notice to the Systeo*

and to the Bond Fund Trustee, may rescind such declaration and annul

such default in its entirety, or, if the Bond Nnd Trustee shall have

acted without a direction from the holders of not less than a majority

in principal amount of the Bonds outstanding at the time of such

request, and if there shall not have been theretofore delivered to

the Bond Fund Trustee written direction to the contrary by the holders

of not less than a majority in principal amount of the Bonds then
,

outstandin',, then any such declaration shall ipso facto be deemed to

be rescinded and any such default and its consequences shall ipso facto

be deemed to be annulled, but no such rescission and annulment shall

extend to or affect any subsequent default or impair or exhaust any

right or power consequent thereon.

SECTION 12.2. Books of the System Open to Inspection. The

System covenants that if an Event of Default shall have happened and
shall not have been remedied, the books of record and account of the

( System and all other records relating to the WPPSS No.1 Project shall

f' Section 12.2 - 95 -
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!at all times be subject to the inspection and use of the Bond Fund
i

Trustee and any bondholders' committee representing the holders of at )
-

least 25% of the principal ameunt of Bonds outstanding and of thei:

respective agents and attorneys, including the engineer or firm of.

engineers appointed pursuant to Section 12.3.
.

The System covenants that if an Event of Default shall happen
~

and shall not have been remedied, the System will continue to account,
|

,

o; .-; . . . . . . . s-. a -
-.

as a trustee of an express trust, for all revenues and other moneys,
securities and funds pledged under this Resolution. |

.

Section 12.3. Rights of Holders of Bonds Upon Default:
*

Application of Revenues. 'The System covenants that if an Event of

Default shall happen and shall not have been remedied, the System and

the Construction Fund Trustee, upon demand of the Bond Fund Trustee,
.

shall pay over to the Bond Fund Trustee (1) forthwith, all moneys,
{| ' securities and funds then held by the System and pledged under the

Resolution, and all moneys, securities and funds then held by the Con-

struction Fund Trustee, and (ii) as promptly as practicable after re-
,

I ,

ceipt thereof, all income, revenues, receipts and profits derived from

the ownership and operation of the Project (all such moneys in this
, Article being collectively called " Revenues").

During the continuanc'e of an Event of Default, the Revenues

received by the Bond Fund,Trustpe, or by a Bondholders' Committee createdi

as hereinafter provided, whether pursuant to the provisions of the pre-
I

ceding paragraph, or as the result of taking possession of the business
i
'=

; and properties of the WPPSS No.1 Project, shall be applied by the Bond

Fund Trustee or Bondholders' Committee, as the case may be, first to the
;

payment of the amounts required to be paid into the Hanford Project Re-

venue Fund established pursuant to Resolution No. 178, second to the

payment of the reasonable and proper charges, expenses and liabilities,

a paid or incurred by the Bond Fund Trustee or Bondholders' Committeei , as

the case may be (including the cost of securing the services of any

engineer or firm of engineers selected by the Bond Fund Trustee, or
Bondholders' Committee, for the purpose of rerdering advice with

e Section 12.3 - - -
's
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redpect to the operation, maintenance. repair and replacement of the WPPSS
I aloel P.. jc:t nece sary to prevent any loss of Revenues, and with-

respect to the sufficiency of the rates and charges for power and
" energy sold, furnished or supplied by the WPPSS No.1 Project), and there-

after to the payment of the reasonable and recessary cost of operation,

maintenance, repair and replacement of the WPPSS No.1 Project and the

principal of and interent on the Bon.1s.
In the event that at any t ime the funds held by the Bond Fund

* Trustee and the Payicg Agents for the Bends aball be insufficient for
* the payment of the principal of and premium, if any, and interest then

~

1

due on the Bonde, such funds (other than funds held for the payment or*
.

redemption of . articular Bonds or coupons which have theretofore1

become due at maturity or by call for redemption) and all Revenues and

other moneys received or collected for the benefit or for the account

of holders of the Bonds by the Bond Fund Trustee shall be applied as

follows:

f (1) Unless the principal of all of the Bonds shall have,

$ become or have been declared due and payable,t

\
'

| First, to the payment to the persons entitled thereto of

all installments of interest then due in the order of the
.

I maturity of such installments, earliest maturities first, and,
I

if the amount available shall not be ::ufficient to pay in full

.t any installmeer or inste.llm<nts of interest maturing on the
* asse date, then to the payment thereof ratably, according to.

I
. the amounts due thereon, to the per sons entitled thereto,

6

*
without any ilscrimination or preit rence, and-

,

Second, to the psyriert to the persons entitled thereto of.

*

| the unpaid principal ard premturn, if any, ot sny Bonds which
8

I

! .- shall become due, whether at maturity or by call for redemption,,

in the order of their due dates, e,,11 eat maturities first, andI

: if the amount avetlable 55411 not be >uffictent to pay in fulli

1 all the Bords due on ery date, then to the payment thereof
'

ratably, according to the- amount s of principal and premium,
I 11 any, due on such date, to the pars.ms entitled thereto,
I w'ltsu.at ar v d i ,. r s :e * * <, : ni .r ei. re s e,

i

ji 'l l*

e
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(2) If the principal of all of the Bonds shall have become
,

or.have been declared due and payable, to the payment of the principal -

)and interest then due and unpaid upon the Bonds without preference or
,

. priority of principal o.>er l'iterest er of interest over principal, or
,

of any installment of interest over any other installment of interest,
oc of any Bond aver any other Bonds, ratably, according to the amounts

.

due respectively for principal and interest, to the persons entitled
thereto without any discrimination or preference. If an'd whenever all,

overdue installments of interest on all Bonds, togt:ther with the reason-
able and proper charges, expenses and liabilities of the Bond Fund i,

Trustee and the holders of Bonds, their respective' agents and attorneys, -I,

i and all other sums payable bh the System under the Resolution including,

tHe principal and premium, if any, of and accr'ued unpaid interest on

al'1 Bonds which shall then be payable by declaration or otherwise,

shall either be paid by or for the account of the System, or provision

satisfactory to the Bond Fund Trustee shall be made for such payment,

and all defaults under the Resolution or the Bonds shall be made good
.

'

or secured to the satisfaction of the Bond Fund Trustee or provision

deemed by the Bond Fund Trustee to be adequate shall be made therefor, 1

the Bond Fund Trustee shall pay over to the System all moneys, secu-2

|

rities, fund and Revenues then remaining unexpended in the hands

of the Bond Rand Trustee (except mor.eys, securities, fi nds or Revenues

1 deposited or pledged with the Bond Fund Trustee), and thereupon the

System and the Bond Fund Trustee shall be restored, respectively, to

their.former positions and rights under this Resolution, and all
| Revenues shall thereafter be applied as provided in Article VII. No

such pa~yment over to the System by the Bond Fund Trustee or resumption

of the acplication of Revenues as provble d in Article VII shall extend.

'

to or affect any subsequent default under ebe Resolution or impair any
'I

right consequent thereon.,

'

.

f

i '

i

l
r

'
- 98 -,

-g i .

w.

_ ) ,
..

. . _ _ _ - . -.



.

*
.

.

-
.

SECTION 12.4 Suits by Bond Fund Trustee. If an Event of

Default 11 happen and shall not have been remedied, then and in every'
.

such case, the Bond Fund Trustee,wbether in its own name or as trustee

of an express trust, or as attorney in f ac t for the holders of all the
Bonds and the coupons appurtenant thereto, or in any one or more of such

capacities, by its agent = and attorneys shall be entttled and empowered

to proceed forthwith to institute such suits, sctions and proceedings

"at law or in equity for the collection of ,11 sums due in connection
with the Bonds and to protect and erforce its rights and the rights of
the holders of the Bonds under the aesciution for the specific perform-

ance of ery covenant herein contained, or in aid of the execution of any

p3wer herein granted, or for an accounting against the System as trustee

df an express trust, or in the enforcement of any other legal or equit-
able right as the Bond Fund Trustee, being advised by counsel. shall deem

most effectual to enforce any of it; rights or to perform any of its
duties under the Resolution. The Bot.d Fund Trustee shall be entitled

and empowered either in its own name or as a trustee of an express trust,

or as an attorney in fact for the holders of the Bonds and the coupons

( appurtentant thereto, or in any ong or more of such capacities, to file

such proof of debt, amendment of proof of debt, claim, petition or other
i

document as may be necessary or advisabic in order to have the clatms of

tee Bond Fund Trustee and of the holders of the Bonds and of the coupons
I

appurtenant thereto allowed in any equity, receivership, insolvency, bank-

ruptcy, liquidation, readjustment , reorganization or other timilar pro-

ceedings relative to the System. For this purpose the Bond Fund Trustee

is hereby irrevocably appointed the true and lawful attorney in fact of

tHe respective holders of the Bonds ard of the coupons appurtenant thereto

(and the successive holders of the Bonds and at the coupons appurtenant

thereto "oy taking and holding the same shall be enrclusively deemed to

have so appointed the Bond Fund Trustee) with autberity to make and file

in the respective names ef the holder. i t t he Bor.ds any such proof of

debt, amendment of proof e f iNht cl.u n pctitton 6.r at her duct. ment in

any such proceedings, and to receive pavment of any icms becoming dis ri-

butable on account thereof, and to execut e <ay suc h i t hc r papers an'd

( Section 12.4
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d cuments and to do and perforin any and all acts and things for and on
: _. )

behalf of the holders of the Bonds and of the coupons appurtenant thereco

as may be necessarh or advisable -in th.; opinion af the Bond -Fund Trustee
~

in order 'to have' the respective claims of the Bond Fund Trustee and of

the holders of the Bonds and of said coupons allowed in any such proceed-

- ing and to receive paymeht' of and on account af such claims, provided,

howeve.t, that nothing contained herein shall ne dee:ned to give the Bon'd

Fund Trustee.any right to accept or consent ta any plan of reorganiza-i

'

'' tion or com romise or otherwise take any action of any character in any

such proceedidg to' waive or change in any way any right of any holder of

Bonds or coupons appurtenant thereto.
,

3 4,' . All rights of action under th= scsolutior may be , enforced by
'

the Bond Fuhd'Irustee without the possession of any of the Bonds or

coupont or the production thereof on the trial or other proce'edings.

The holders of not less than a majority in principal' mount of
f i

( ,t
cl%e Bonds at_the time outstanding, may direct the time.imethqd and place

of,cor. ducting any proceeding for any remedy available to the holders of

.)1Bonds or the Bond Fund Trustee, or exercisicg any trust or power con-

l ferred upon the Bond Fund Trustee, provided that the Bond Fund Trustee
{ n

shall be provioed with reasonabla security and indemn''y'and shall have

the right tio decline to fokfow any such direction okly (i) if t he Bond

Fund Trustee shaj! be' advised by counsel thst t he action .or proceeding

sb directed may not 17wfully be taken, s,- (11 if the Bond Fund Trustee in
,,

| ' good faith shall determine that the action ur proceeding so a'irected would

involve the Bond Fund Trustee in personal tubility, nefili) that the, ,

f .

| action or proceeding so directed would be unjustly prejudicial e c the

holders of Bonds not parties to such direction.

At any time after the occurrence a: an iNent of Det'ault and| *

i

'' prior to the curing of such Event of Default whet ter or not the principal
,( of and presissa, if any, and interes't secreed

sy *
r. a l . tne outst a:6 Jing Bonds

,

\* ,shall have been declared insnediately due at * ...svaSie as a result of such.

- Event of Default, the Bond Fund Trustee. w4 .: L*t t e r of right agatest the
, .,

System, without notice or demand, and wirbcut regard to tbc adequacy of

the security fcr the Bonds, shall, to the ut.rt permitted by law . be

.j i - 170
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entitled to take possession and control of the business and properties i

of the WPPS3 No. 1 Project. Upon taking such possession, the Bond Fund
~(' *

Trustee shall operate and maintain the WPPSS No.1 Project, rake any4

i
! necessary repairs, renewsis and replacements in respect thereof, pre-

| scribe rates and charges for WPPSS No.1 Project capability, power and
ebergy sold, furnished or supplied through the facilities of the WPPSS

*

No. 1 Project, collect the gross revenues resulting from the operation
-,.

! of the WPPSS No.1 Project, and perform all of the agreements and covenante

ccntained in all contracts which the System is at the time obligated to
perform. At any such time the Bond Fund Trustee shall be entitled to

< the appointment of a receiver of the business and property of the WPPSS

No.1 Project, of the moneys, securities and funds of the System pledged
under the Resolution, and of the Revenues, and of the income therefrom>

with all such powers as the court or courts making such appointment shall

confer, including the power to perform and enforce all contracts, to the

same extent that the System shall then be entitled and obligated to do;

provided, however, that, notwithstanding the happening of an Event of

Default, the rights, and obligations of the purchasers under the WPPSS
0

( No.1 Project Exchange AgreementsJand the WPPSS No.1 Project Net Billing

Agreements not in default shall not be affected by such happening of an
'

Event of Default. Notwithstanding the appointment of any receiver, the

Bond Fund Trustee shall be entitled to retain possession and control of
<

and to collect and receive income from any moneys, securities, funds and

Revenues deposited or pledged with it under the Resolution or agreed or

ptovided to be delivered to or deposited or pledged with it under the
Resolution.

. ,

The Bond Fund Trustee may without the happening of an Event

of Default and, at the request of the holders of not less than a majority
of the Bonds then outstanding and upon being furnished with reasonable

security and indemnity, shall take such steps and institute such suits,

actions or proceedings in its own name, or as trustee, or in the name of

the System, all as the Bond Fund Trustee may deem appropriate, for the f

protection and enforcement of the rights of the holders of Bonds and the
\

,

coupons appurtenant thereto, to collect any amounts due and owing the 1

4

System, or by injunction, mandamus, foreclosure or other appropriate

jh - 101 -
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proceeding in law and in equity to obtain other appropriate relief and

may enforce the specific performance of any convenant, ag eement or c. }
dition contained in the Resolution, or in the Bonds, or in any contract to

which the System is a party including the WPPSS No.1 Project Net Billing

Agreements anl the WPPSS No. 1 Project Exchange Agreemcnts.
.

.

SECTION 12.5. Suits by Individual Bondholders. Except as

otherwise specifically provided. in this-section, no. holder of any of the
.

Bonds or coupons shall have any right to institute any suit, action or

proceeding at law or in equity for the enforcement of any provision of
,

the Resolution or the execution of any trust under the Resolution or for
*

any remedy under the Resolution, unless such holder shall have previously
.

,

given to the Bond Fund Trustee written notice of the happening of an

Event of Default, as provided in this Article, and the holders of at
least 20% in principal amount of the Bonds then outstending shall have

filed a written request with the Bond Fund Trustee, and shall have

offered it reasonable opportunity, either to exercise the powers granted
under this Resolution or to institute such action, suit or proceeding' '

I in its own name, and unless such bondholder shall have offered to the )
.

Bond Fund Trustee adequate security and indemnity against the costs,

expenses and liabilities to be incurred therein or thereby, and the Bond

Fund Trustee for a period of sixty (60) days after the receipt by it of
such notice, request and offer of indemnity shall have refused to comply

with such request; it being understood and intended that, except as

above provided, no one or more holders of Bonds or coupons shall have

any right in any manner whatever by his or their action to affect, dis-,

turb or prejudice the pledge created by the Resolution, or to enforce

any right under the Resolution, except in compliance with the conditions.

precedent to the initiation of such litigation as herein provided; and
,t

that all proceedings at law or in equity to enforce any provision of the
Resolution shall be instituted, had cad maintained in the manner provided

in the Resolution and for the equal benefit of all holders of the out-

standing Bonds and coupons.
~ In the event that the Bond Fund Trustee shall have failed or

1

i

jL .Section 12.5 '
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refused to comply with the aforesaid request after having been of fered

( - such security and indemnity, the holders of not less than twenty per cenc,
,

(20%) . in principal amount of the Bonds then' ouestanding may call a meeting

of the holders of Bonds for the purpose of electing a Bondholders' Com ~,

..ittee such meeting shall be called and proceedings thereat shall be
4

conducted as provided for other meetings of Bondholders pursu. int to

Articic X111 hereof. . At such meeting the holders of not less than a4

majority of the principal amount of the Bonds must be present in person
'

or by proxy in order to constitute a quorum for' the transaction of

business, less than a quorum, however, having power to adjourn from.

time to time without any other notice than the announcement thereof at'

the meeting. A quorum being present, at such meeting, the Bondholders-

present in person or by proxy may, by a majority of the votes cast,

elect 'one or more persons who may or may not be Bondholders to the

Bondholders' Committee which shall act as trustee for all Bondholders.

The Bondholders present in person or by proxy at said meeting. er at
i

any adjourned meeting thereof, shall prescribe the manner in which the.

g successors. of the persons elected to the Bondholders' Committee at such
kI

Bondholders' meeting shall be elected or appointed, and may prescribe'

rules and regulations governing the exercise by the Bondholders'' Committee
,

of the power conferred upon it herein, and may provide for the termination

of the existence of the Bondholders' Committee elected by.the Bondholders

in the manner herein provided, and their successors, as a committee are

kereby declared to be trustees for the holders of all the Bonds then
,

outstanding, and are empowered to exercise in the name of the Bondholders'
. .

Ccamittee as trustee, all the rights and powers conferred in this Article*

XII en the Bond Fund Trustee or any Bondholder.

Nothing in the Resolution or in the bends er in the coupons

contained shall affect or impair the obligation of the System, which is

i
absolute and unconditional, to pay at the respective dates of maturityi

- and places therein expressed the principal of and interest on the Bonds

' to the respective holders thereof, or affect or impair the rights of

action, which are also absolute and unconditional, of any holder to enforce

the payment of his Bonds, or to reduce to judgment his claim against the

.(f System for the payment of the principal and interest en his Br.co , with-s

.- 103 -g i. ,
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out reference to, or consent of, the Bond Fund Trustee or any other

..

holder of Bonds. )
a
.

SECTION 12.6. Remedies Granted in Resolution Not Exclusive.

No remedy by the terms of this Resolution conferred upon or reserved to*

. * .
the Bord Fund Trustee or the holders of the Bonds is intended to be
exclusive of any other remedy, but each and every sach remedy shall be

.

cumulative and shall be in addition to every otber remedy given unded

the Resolution or existing at law or in equity or by statute on or

after the date of adoption of the Resolution.
.

SECTION 12.7. Waivers of Default. No delay or omission of
'

the Bond Fund Trustee or of any holder of Bonds to exercise any right or*

power arising upon the happening of an Event of Def ault shall Onpair any

right or power or shall be construed to be a waiver of any such Event of
Default or to be an acquiescence therein, and every power and remedy

given by this Article to the Bond Fund Trustee or to the holders of Bonds

may be exircised from time to time and as often as may be deemed expedi-.-
,

,

g ent by the Bond Fund Trustee or by such holders. .

}
Prior to a declaration accelerating the maturity of the Bonds-

*

as provided in Section 12.1, the holders of not less than 66 2/3% in
. principal amount of the Bonds at the time outstandirg, or their attorneys;

i in fact duly authorized, may on behalf of the holders of all of the
.

Bonds waive any past default under the Resolution and it s consequences ,

except a default in the payment of irterest on or principal of ar
! premium, if any, on any of the Bonds. No such waiver shall extend to
,

any subsequert or other default or impair any right conceucere thereon.*

SECTION 12.8. Waiver of Extensten, Lays. The System will not
.

at any time insist upon or plead, or in any marrer whatsoever claim or
take the benefit or advantage of, any stay or exteneian law now or at

any time hereafter in force which may af fe :t the co"arant s and agree-'

ments contained in the Resolution, or in the Bonds, hat ell benefit or

advantage of any such law nr laws is hereby expre.asty waived by the.

System.

I- Section 12.6
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SECTION 12.9. Notice ,of_De faults. The Bond Fund Trustee

shall within ninety (90) days af ter the occurrence of an Event ofs

De fault give to the Bondholders in the mancer provided in Section |
!

13.2 hereof., notice of all default s known to the Bond Fund Trustee,
i

unless defaults shall have been cured before the giving of such notice

(the term " default" or " default s" for the purpose of this Section 12.9

being hereby defined to be any Event or Events of Default specified in

Section 12.1); provided that. except in the case of default in the pay-
* ment of principal of and premium, if any and interest on any of the

Bonds or in the payment of any sinking fund installment, the Bond Fund*

Trustee shall be protected in withholding such notice if and so long.

as the board of directors, the executive committee, or a trust committee-

of directors and/or responsible officers, of the Bond Fund Trustee in

good faith determines that the withholding of such notice is in the

interests of the Bondholders.

|

|.

.

r
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ART'tLLE X111

AdENDMENTS'AND BONDHOLDERS' NEETINGS ),

SECTION 13.1. Call of Bo,dholders' Meetings. The Sy.cem, the.

Bond Fund Trustee or the holders of not less than twenty per cent (20%)

I in principal amount of the Bonds then outstanding may at sny time call

a meeting of the holder s of the Bonds. Every such meeting shall be held

: _ et.such place in.tnc City of New York, State of New York, or in the City

of Chicago, State of illicois, as may be specified fc the notice calling
,

'such meeting. Wrteten n.ctice of such meeting, stating the place and

time of the meettog and in general terms the business to be submitt' d.e

shall be mat ted to the Bondholders by the System, the Bond Fund Trustee
*

or the Bondholdera calling such meeting not less than thirty (30) nor

more than mixty (60) Jays before such meeting, and shall be published at

least once a week for four (4) successive calendar weeks on any day of

the week, the date of first publication to be not less than thirty (30)

days nor more than sixty (63) days preceding the meeting, provided,

however, that the mailing of such notice shall in no case be a condition

I precedent to the validity of any action taken at any such meeting. )
Any meeting of Bondholders shall, however, be valid without notice if

* he holders of all Bonds t5en outstanding are present in person or by:

proxy or if notice is waived before or within thirty (30) days after
the meeting by those oct so present.

'

SECTION 13.2. Notices to Bondholders. Except as othetwise
provided in this Resolution, any provision in this Re3olution for the

mailing of a nctice or other paper to Bondholders shall bc !all, som-.

plied with if it is mailed postage prepaid (a) to each registered

owner of any of the Bords tben outstanding at his awdress, ti any.
' appearing upon the regs..t ry books of the System, th) to each cwner of

any of such Bond, p,y ble to b(at er who shall have f1ted with the System

or the Bond Fur.d truste t an address foi notices and 4 : to the Bond

Fund Trustee. /"i pt:+1. ton in thi s Resoluttort contasped for publication
of a notice or other notter shall require the publi. ai:en thereof in

Section 13.1
Section 13.2 I
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The Daily Bond Buyer in the City of New York, State of New York (or in

( lieu of publication in The Daily Bond Buyer in a daily newspaper printed

in the English language and customarily published on each businesa day

and of general circulation in the Borough of Manhattan, the City of New

York, State of New York), and also in daily newspapers printed in the

English language and customarily published on each business day of

general circulation in each of the Cities of Seatcle, Washington, and

Chicago, 'llinois. If, because 'of the temporary or pennanent suspension

of the publication or general circulation of any financial paper or news-

paper in any particular city, the System deems it impossible to publish,

any such notice in such city in the manner herein provided, then there
,

shall be made in lieu thereof such publication as shall be decided upon,

by the System, and the same shall constitute a sufficient publication
of juch notice.

SECTION 13.3. Proxies; Proof of Ownership of Bonds, Execution

df_ Instruments by Bondholders. -Attendance and voting by Bondholders at

such meetings may be in person or by proxy. Owners of Registered Bonds

( N c.: Coupon Bonds registered as to principal, may, by an instrument in

writing under their hands, appoint any person or persons, with full

power of substitution, as their proxy to vote at any meeting for them.
In order that holders of Bonds payable to bearer and their

! proxies may attend and vote without producing their Bonds, the Bond Fund

Trustee may make and from time to time vary such regulations as it shall

think proper for the deposit of Bonds with or exhibit of Bonds to any
bank, bankers or trust companies, wherever situated, and for the issue

.

by them to the persons depositing or exhibiting such Bonds, or certi-
.

ficates in form approved by the Bond Fund Trustee which shall consti-

tute proof of ownership entitling the holders thereof to be present and

vote at any such meeting in the same way as if the persons so present
and voting, either personally or by proxy, were the actual bearers of
the Bonds in respect of which such certificates shall have been issued

and any regulations so made shall be binding and effective. Copies of
such regulations shall be kept on file by the Bond Fund Trustee and

4

'( 3ection 13.3
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P.sying Agents. Of ficers or nominees or the hystem, and officers or
noeninees ci the Bond Fund Trustee may be present or represented at su }

acetirg and take part therein, but st.si1 not be entitled to vote thereat,
except es such officers or nominees are Bundholders or proxics for

Bbndholdera (including the Bond 1und frustee).

Any registered owner of bcnds and any holders oc a cert.if teate.

provided for in this section stati be entitled in person or by proxy to

" attend .snd vote at rJch meetin8 ss holder of the Bonds registered or

certitteJ in his name without piocucing sucn Bonds (unless the B ,nds

described in -such certificate shall be registered in the name of or- oea

produced by some other person at much meeting), and such persons and

their proxies shall, if required, prodace such proof of personal identity.

'

es shall be satisfactory to the Secretary of the meeting. All proxies

presented at such meeting shall be delivered to the Inspector of Votes

and ILled with the Secretary of the u.e= Ling. All other persons eeking

to attend or vote in such meeting must produce the Bonds claimed to be

owned or rep: ssented at such meer tag.

g The vote at any such meeting of -he holder of any Bond entir~ d
to vote thereat shall be binding upon si holder and upon every subse-

:

quent holder of such Bond (whether or not such subsequent holdet haa

notice thereof).

Any request, direction, son ==ut or other instrument in writing

required or permitted by thLs Resoluttaa to be sigred or exesuted by
,

|

Bondholders may be in any number of soncutrent instruments ut simtier

tenor ani may be signed or executed by such Bondholdera in person or by

agent appointed by an instrument in writing. Proof of the execution-

of any such instrument shall be suiticient for any purpose at tnis
itesolution, and shall be conclusive in favet vi the Bond Fund 4tu tae

with regard to any action taken by it un.ter such instrument, if made
in the following reanner: (1) the 14;L 4. J det.e of the eFeCutiun IQ

; any person of any such instrument may ta prosed by either (A) an

j acknowledgmer t executed by a not ary puutic or other officer empowered

to take acknowled ments of deeds to Le reiterded in the particular6
' jurisdic tion, or (!!) on afildavit ot a ulins>. te such exetut ion sworn;

j i
-
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to before such a notary public or other officer. Where such executien

la by an of ficer of a corporation or association or a member of a8

' partnership on behalf.of such corporation, association or partnership,

such acknowledg:nent or affidavit shall also constitute sufficient proof

,

of his authority.
t

The foregoing shall not be construed as limiting the Band

| Tand Trustee to such proof, it being intended that the Bond Fund Trustee

may accept any other evidence of the matters herein stated which to it

p may seem sufficient. Any request of consent of the holder of any bond
E * shall bind every future holder of the same bond in respect of anything

d'one by the Bond Fund Trustee in pursuance of such request, direction
*

or cor.sent.

The right of a proxy for a Bondholder to act may be proved

(subject to the Bond Fund Trustee's right to require additional proof)

by a written proxy executed by such Bondholder as aforesaid.

SECTION 13.4. Appointment of Off'.cers at Bondholders' Meeting.

Persons named by the Bond Fund Trustee, or elected by the holders of a
$

I i majority in principal amount of the Bonds represented at the meeting in

person or by proxy in the event the Bond Fund Trustee is not represented

at such meeting, shall act as temporary Chairman and temporary Secretary

of any meeting of Bondholders. A permanent Chairman and a permanent

Secretary of such meeting shall be elected by the holders of a majority

in principal amount of the Bonds represented at such meeting in person or

by proxy. The permanent Chairman of the meeting shall appoint two (2)
*

Inspectors of Votes who shall count all votes cast at such meeting,
iexcept votes on the election of Chairman and Secretary as aforesaid,

and who shall make and file with the Secretary of the meeting and with

the System and with the Bond Fund Trustee their verified report of all
such votes cast at the meeting.

/

SECTION 13.5. Quorum at Bondholders' Meetings. The holders

of not less than the principal amount of the Bonds required for any ;

! action to be taken at such meeting must be present at such meeting in j
i -

;
!

( Section 13.4 i
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person or by proxy in order to constitute a quorum for the transaction of

bhsiness,le.3thanaquorum,however,havingpowertoadjournfrom }t

time to tis.e without any other notice than the announcement thereof at

the meeting; provided, however, that if such meeting is adjourned by

less the 4 ouorum for more than ten (10) days, notice thereof shall be

publisneJ by the System at least five (5) days prior to the adjourned
date of tue meeting. ,

SECTICN 13.6. Vote Required to Amend Resolution. Any amend-

ment of the prcvisions of the Resolution in any particular except the
,

percentage of Bondholders the approval of which is requ red to approve
such amendment, may be made by a supplemental resolution of the System*

.

and a resolution duly adopted by the affirmative vote at a meeting of

Bondholders duly convened and held, or with written consent as herein-

Aftet provided in Section 13.8 hereof, (1) of the holders of not less

than sixty-six and two-thirds per cent (66-2/3%) in principal amount of
the Bonds outstanding when such meeting is held or such consent is given,

(ii) of the holders of not less than sixty-six and two-thirds per cent
(66-2/3%) in principal amount of Bonds so outstandiag which are adversel )0

'affected by any amendment which does not equally affect all other Bonds

so outstanding, (iii) in case the amendment changes the amount or date

of payment of any payment into a special fund established for the pay-

ment of any Bonds, of the holders of at least sixty-six and two-thirds

per cent (66-2/3%) in principal amount of the Bonds of the particular

series, maturity and interest rate entitled to such payment outstanding

at the time such meeting is held or such consent is given, and (iv) in
.

case the modification or amendment changes the terms of any sinking

fund insta11'nent, of the holders of at least sixty-six and two-thirds
,

per cent (66-2/3%) in principal amount of the Bonds of the particular
series and maturity entitled to such sinking fund installment and

outstanding at the time such consent is given; provided, however, that

no such amendment shall permit a change in the date of payment of the

, principal of any Bonds or of any installment of interest theteon or a

reduction in the principal or redemption price thereof or the rate of

Section 13.6 I'
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itterest thereon, without ene corsent of the holdet of ca rh such Bocd,~

4 or shal! change or modify any of the rights or nbligations of the

Construction Fund Trustee, the Bond Fuad Trustee, or any Paying Agent,

without its wtitten essent thereto.

SECTION 13.7 Obtaintag Approval of Amendment at Bendholders'

Meeting. The System aay at any time adopt a resolution amending the pro-

visions of the Resciution to the extent that such amendment is permitted

by the provisions of Section 13.6 hereof, to th ef fect when an.: as

provided in this sectica. Upon the adoption of such resolution, a copy

thereof, certified by the Secretary of the System, shall be filed with

the bond Fand Trustee. At any time thereafter such resolution may be
,

submitted by the System for approval to a meeting of the Bondholders

,
duly convened and held in accordance with the provisions of the Resolution.

,' :
A record in duplicate of the proceedings of each meeting of the Bond-

holders shall be prepared by the pe.manent Secretary of the meeting and
,

i shall have attached thereto the original reports of the Inspectors of

f Votes and affidavits by a person or persons having knowledge of the facts,
#

(
,

showing a ecpy of the notice of the meeting and setting forth the facts'

,

with respect to the mailing and publicatiors thereof under the previsions'

of the Resolution. Such a record shall be signed and verified by the

sffidavits of the permanent Cha rman and the permanert Secretary of the

meeting, and one duplicate thereef shall be delivered to the System and

the other to the Bcnd rund Trustee for preservation by the Bond Fund

Trustee. Any record sc 1gned and ves ified 6 hall be proof of the matters
; therein stated. If the resolution of the System making such amendment

shall be approved by a resolution duly adopted at such meeting of

ILondholders by the af firmative vote of the holders of the required per-
*

centages of Bonds, a notice stattag that a resolution approvacg sue.h
; s.nendment has been so adopted o*-J briefly sunanarizing such .,mendment

[shallbemailedbytheSystemtotheBondholders(but
'

failure :.o to;

mail copies of .oeb resolution shall not affect the validity cf such
i

! resolution) ard Sball be rub 13,hed twice in the mancer provided in
|I

| i Section 13.2 bereof, with .r: inte rv.a! of not le s t. than oever (7) days
1

'( Section 13.7!
,
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between such publications, the first publication to be made not more

than fifteen (1)) days af te r the date of the adoption of such resolutio )

Proof of such mailing and publication by the affidavit or af fidavits of

a, person e r persens having knowledge of the facts shall be filed with
the Bond Fund Trustee. Such resolution of the System making such<

!

asendment shall be deemed cenclusively to be binding upon the System,-

the Construction Fund Irustee, the Bond Fund Trustee, the Paying Agents,

and the holders of all Bonds and coupons pertaining thereto at the

expiration of thirty (10) days after the filing with the Rond Fund-

Trustee of the proof of the first publication of the notice provided-

for in this section, except in the event of a final cecree of a court of<

,

competent jurisdiction setting aside such resolutten or annulling the-

action taker enereby in a legal action or equitable proceeding for such

purpose commenced within such period; provided that the Bond Fund Trustee,
4

tt'io Construction Fund Trustee, any Paying Agents, and the System during

such thirty (30) day period and any such further period during which

such action or proceeding may be pending, shall be entitled in theira

,

g absolute discretion to take such action, or to refrain f rom taking such

action, with respect to such resolution as they may deem expedient.

Nothing in the Resolution contained shall be deemed or construed to

authorize or permit, by reasco of any call of a meeting of Bondholders

or of any right conferred bereunder to make such call, any hindrance or

delay in the exercise of any rights conferred upon or reserved to the

Construction Fund Trustee, the Bond Fund Trustee, the Paying Agents, or

the Bondholders under any of the provisions of th.' nesolution

' SECTION 13.8. Alternate Method of,Ol taining jpprgval_1(_y,

Amendment s . The System may at any time adopt a resolution a wo ling the;

'

provisions of tha Resolution, or of any Gonda, to tre extent .na t. such

amendment is permitted by tha provisi is of this Article. to take effect.-

when and as provided in this Section Upon ajoption of suen resolution,

'a copy thereof, certif tad by the Secretary of the System, shall be

delivered to and held by the Eind Fund Trustee for the inspection of

h the Bondholders. A copy of such resolution (or summary e.Sareof in form

11/
ji *Section 13.8
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approved by the Bond Fund Trustee)' together with a request to Bondho;ders

for their consent thereto in form satisfactory to the Bond F'.:nd Irustee, |

shall be mailed by the System to Bondholders and notice thereof shall be

published once in each calendar week for four (4) su:cessive calendar ]

weeks on any day of the week in the mai.ner provided in Section 13 2

hereof (but failure to mail copies of such resolution and request shall
not affect the validity of the resolution when conserted to as in this

section provided). Such resolution shall not be effective unless and

until there shall have been filed with the Bond Fund Trustee the written-
consents of the percentages of 61ders of outstanding Bonds specified

.

in Section 13.6 hereof and a notice shall have been published as herein-
.

after in this section provided. Each such consent shall be effective only

if accompanied by proof of ownership of the Bcads f or whien such consent

is given, which proof shall be such as is petuitted by Section 13 3

hereof. A certificate or certificates of the Bond Fund Trustee that it
has examined such proof and that such proof is suf ficient shall be con-

clusive that the consents have been given by the holders of the Bonds

described in such certificate or certificates. Any such consent shall
g

be binding upon the holder of the Bonds giving such consent and on

every subsequent holder of such Bonds (whether or not such subsequent

holder has notice there M ) unless such consent is revoked in writing

by the holder of such Bonds giving consent. or a subseq'.:cnt h,1 de r .

*ay filing such revocation with the Bond Fund Trustee prior to the date
'when the notice hereinafter in this section provide I for is first pub-

lished. The fact that a consent has not been revoked may likewise

be proved by a certificate of the Bond Fund T.ustee A notice, stating
.

the substance of the resolution and stating that the resolution has

been consented to by the holders of the required percentages of Bonds

and will be effective as provided in this section, may be gi"en to the

Bondholders by mailing such notice to the B2ndholders, ano sball be

given by publishing the same twi:e in the nenner provided in ot et ton

13.2 hereof, with an interval of not less than seven (7) days between

such publications, the first publication to be made not more than fif teen

- 113(
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(15) esys after the holders of the required percentages of Bonds shall
),

have itled their consent to the resolution. The System shall file with

the Bond Fund Trustee proof of giving such notice. A record, consisting
,

of the papers required by this section to be filed with the Bond Fund

Trustee, shall be proof of the matters therein stated, and the resolu-

tion shall be deemed conclusively to be binding upon the System, the

Construction Fund Trustee, the Bond Fund Trustee, the Paying Agents,

and the holders of all Bonds and coupons at the expiration of thirty

(30) days after the filing with the Bond Fund Trustee of the proof of
. . .

the first publication of the notice last provided for in this section,

except in the event of a final decree of a court of competent juris--

'

diction setting aside such consent or annulling the action taken thereby

in a legal action or equitable proceeding for such purpose commenced

within such period; provided that the Bond Fund Trustee, the Construc-

tion Fund Trustee, any Paying Agents, and the System during such thirty

(30) day period and any such further period during which such action
*

cr proceeding may be pending, shall be entitled in thsir absolute dis-

O cretion to take such action, ortbrefrainfromtakingsuchaction, )
with respect to such resolution a,s they may deem expedient.

SECTION 13.9. Amendment of Resolution In Any Respect By

Approval of *11 Bondholders. Notwithstanding anything contained in the

foregoing provisions of this Article, the rights and obligations of the

System and of the holders of the Bonds and coupons pertaining thereto,

and the terms and provisions of the Bonds and of the Resolution, may be

amended in any respect with the consent of the System, by the affirmative
.

vote of the holders of all said Bonds then outstanding at a meeting of

Sondholders called and held as hereinabove provided, or upon the adop-
.

tion of a resolution by the System and the consent of the holders of
.

'

all of the Bonds then outstanding, such consent to be given as provided

in Section 13.8 except that no notice to Bondholders either by mailing
or publication shall be required, and the amendment shall be effective

immediately upon such unanimous vote or written consent of all of the

Bondholders.
.

)
- 114 -;
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SECTION 13.10 Exclusion of Bonds Owned by System. Bonds
_

i
o4ned or held by or for the account of the System shall not be deemed,'

cutstanding for the purpose of any vote or consent or other action or

and calculation of outstanding Bonds in the Resolution provided for,

and shall not be entitled to vote er consent or take any other action

in the Resolution provided for.

SECTION 13.11. Endorsement of Amendment on Bonds. Bonds

delivered af ter the ef fective date of any action amending the Resolution

taken as hereinabove provided may, and, if the Bond Fund Trustee so
"

determines, shall, bear a notation by endorsement or otherwise in form

approved by the System and the Bord Fund Trustee as to such action, and*

in that case, upon demand of the holder or any Todd outstanding' at auch

effective date and presentation of his Eond for the purpo4e et the

principal office of the Bond Fund Trustee, muitable notation shall be

made on such Bond by the Bond Fun i krustee as to any such action If

the System shall so determine, new Bonds so modified as in the ciin,on

of the System and its counsel to conform to such Bondholders' action

f 0 shall be prepared, delivered and upon demand of the holder of any Bond

then outstanding shall bs exchanged without coat te surb nondholder
!

for Bonds then outstanding hereunder, upon surrender of such Bonds

with all unmatured coupons pertaining thereto.
,

.

.

t
i

k
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L ' '' ARTICLE XIV,
,

FORFE OF BONDS
,

}
'

SECTION 14.1. Forms of Bonds. 1 Rue form of Coupon Bond, the interest

coupons to be attached to the Coupon Bonds, the form of Registration

to appear thereon, the form of Registered Bonds, the form of assign-

ment to appear thereon, the form of endorsement of partial payuent
to appear thereon, and the form of State Auditor's Certificate of

.
_ _ . . . . . _ _

Registration on all the Bonds shall be in substantially the following
forms, respectively, with such modifications, additions and deletions

as may be necessary or advisable to reflect the details of issuance,

cf such Bonds, the provisions of this Resolution and the Series Resolu-

tion authorizing the same, or otherwise required or permitted by the
provisions of this Resolution or such Series Resolution:

[ Form of Coupon Bond]

UNITED STATES OF AMERICA

STATE OF WASHINGTON

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

g NUCLEAR PROJECT NO. 1
REVENUE BOND, SERIES OF )

No. $5,000

WASHINGTON PUBLIC POWER SUPPLY SYSTEM, a municipal corpora-

tion of the State of Washington (hereinafter called the " System"),

for value received, hereby promises to pay to the bearer, or if this

bond be registered as to principal, to the registered owner hereof,
on the first day of the sum of Five Thousand Dollars, ,

.

($5,000) and to pay interest on such principal sum from the date
hereof at the rate of per centum ( %)

per annum, payable , and semi-annually thereafter,

on the first day of and the first day of in each
year until the maturity of this bond, or, if default should be made
in payment of the principal hereof when the same shall become due and

payable, at the legal rate of interest until the payment in full of
such principal sum, but, in the case of the interest due on or before

maturity, only upon the presentation and surrender of the respective

iSection 14.1 '
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interest coupons representing such interest hereto attached, as they
. severally mature.

A
Principal of and interest and premium, if any, on this bond

*

aire payable solely out of the special fund of the System known as the

" Washington Public Power Supply System Nuclear Project No.1 Revenue

Bond Fund" (hereinafter referred to as the " Bond Fund"). Payment of C

'uch principal, interest and premium will be made at the principal offices

of , in the City of Seattle, Washington
or, at the option of the holder hereof, or of such coupons, as the case
may be, at the principal office of

,

in the City of Chicago, Illinois, or at the principal office of
,

in the City nf New York,,

New York, as Paying Agents of the System, in such coin or currency of

the United States of America which at the time of payment is legal
tender for public and private debts.

This bond is one of a duly authorized series of Bonds of like
designation herewith, aggregating

Dollars ($ ) in principal amount. this bond and the bonds
0I of the series of which it is one are issued under the authority of

and in full compliance with the Constitution and statutes of the State

of Washington, including Titles 43 and 54 of the Revised Code of Wash-

ington, and under and pursuant to Resolution No. of the System
adopted by the Board of Directors of the System on the day of

, 19___ (hereinafter referred to as the " Bond Resolution"),
and a Series Resolution duly adopted by said Board on the day of

, 19 _ .
'

,

This bond and the series of which it is one constitute part
of a duly authorized issue of bonds (hereinaf ter referred to as the,

" Bonds") issued, or to be issued, by the System under the Bond Resolu-

tion for the purpose of acquiring by purchase, condemnation, and con-

struction a nucle?r electric generating plant and associated facilities

as a separate utility system of the System constituting and to be

known as the Washington Public Power Supply System Nuclear Project

No. 1 (hereinaf ter referred to as the " Project").

(
I
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Copies of the Bond Resolution are on file at the principal )

office of the System and at the priccipal office of each of the Paying

Agents, and reference therate .,d to any and all modifications and

amendments thereof if bereby made for a more complete description of

the revenues available for the payment of the principal of and premium,

if any, and intere,e on the Bonds and the rights snd reredies of the
holders of the Bonds with reapact charcto. the terms and conditions

u'pon which the Bonds hava been is= sad, and the terms and provisions

upon which this Bond shall no longer ba secured by the Sond Resolution

or deemed to be outstanding ther+under if moneys or certain specified

securities shall have been deposited with tha Bond fund Trustee,-

appointed pursuant to the Bend &* solution or any Paying Agent there-

for sufficient and held in trust sole iv for the payr.2ent hereof.

Under the Bond Resolutten the System is obligated to set aside

and pay into the Bond Fund out ot the revenues of the Project. including

all additions, bettetments and improv*ments thereto and extensions

thereof, after first making all pavments required by the System to be
}

made to the Hanford Frcject Revenue Fund created and established pur-

sbant to Resolution No 178, adepted by the Board of Directors of the

System on April 15, 1963, pursuant to the Bond hesolution, certain

fixed amaunts suf ficient to pay the principal of and interest and

premium, if any, on all Bonds at any t ima outstanding as the same

become due and payable, all ia is mere fully provided in the Bond

Resolution. The Bonds and the in te re s t thereon constitute the only
* charge against the Bcnd run3 an.! subject to the aforesaid payments to

the Hanford Proje_ct Revenue Fue-1, Lt'e am,unt of th* revenues pledged to

said Bond Fund

in case an even' of uesa.1: (defined in the Bond Resolution)
shall occur, the prin:ipal nt t'e E 'n .' at such t ima outstandtng may
be declared due and pasin!= by th.. BS,d rand trustee or by the holders

of 20% in principal aieunt cf such Bonds, but such declaration may,
under certain circumstance , be annullei'.

t
!!d

$'
.

r i u
____

-

_ _ _ _ _ _ _ . _



,
- . . .

. - - _-

*

.

'* .
.

In and by the Bond Resolution, the System covenants to estab-

lish, maintain and collect rates or charges for Project capability,'

electric energy and other services, facilities and sommodities sold,

farnished or supplied through the facilities of the Project which shall

be fair and non-discriminatory and adequate to provide revenues suffi-

cient for the fixed amounts which the System is obligated to set aside

in the Bond Fund to pay the principal of and interest and premium,

ik any, on this Bond and the issue of Bonds of which this Bond is a

part, and for the proper operation and maintenance of the Project,
and all necessary repairs thet.fto and replacements and renewals-

thereof.
,

The Bonds of the series of Bonds of which this Bonc is a part.

are subject to redemption prior to maturity, at the option of the dy., rem,

on or after , 1, 't9 _ , as a whole at any time, or in part from
time to time on any interest payment date in the inverse order of their

maturities (and in the event that less than all of the Bonds of a matu-
rity are called for redemption, the particular Bonds of such maturity

g to be redeemed shall be selected by lot), at the redemption prices with

respect to each Bond, expressed as a percentage of the principal amos.nt

of the Bond to be redeemed, set forth below, together with the interest

accrued thereon to the date fixed for redemption:

Period During Khich Redeemed Hedemption
(Both Dates Inclusive) __ Prices _

.

provided, however, that the System further reserves the right to redeem
I

the Bonds of the series of Bonds of which this Bond is a part maturing.

1, 20_, in part on any interest payment date on and. on

| after _1, 19 _ , but only (a) upon payment of the principal_

' amount thereof from the amounts credited to the Bond Retires et Account

in the Bond Fund pursuant to paragraph C of Section 7.3 of the Bond

Itasolution, and (b) upon payment of T, of the principal amount

thereof from excess moneys available therefor in the Bom! Hetiremer.t

k
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Account in the Bond Fund resulting from the payments therein pursuant

to Sections 7.14 and 10.8 of the Bond Resolutico, in each case together

with interest accrued thereon to the date fixed for redemption; and

provided further, that the System further reserves the right to redeem
all of the Bonds of the series of Bonds of which this Bond is a part,

at its option, as a whole, or in part in the inverse order of their
maturities, at any time on or before 1, ___, (and in the event

that less than all of the Bonds of a maturity are called for redemption,

the particular Bonds of such maturity to be redeemed aball be selected

by lot), if the Project is terminated as provided in subparagraph (a)-

of Section 15 the Project Agreement referred to in the Bond Kesolution,

upon payment of the principal amount of the Bond to be redeemed, tog' ether.

w'Lth accrued interest thereon to the date fixed for redemption

In the event the System should exercise its option to redeem

any of the Bonds, notice of such redemption shall be given by publication

of a notica at least once in daily financial papers, or in daily news-

papers of general circulation printed in the English language, published
.

,

g ih the cities of Seattle, Washington, C. .ica go , Illinois, and New York,
,

I
- New York, such publications to be made in each case not less than thirty

(30) nor more than sixty (60) days prior to the date fixed fer redemp-

tion. Notice of redemption having been given by publication as aforesaid,

the Bonds so called for redemption shaLL on the date specified in such

notice become due and payable at the applicable redemption price herein

provided, and from and af ter the date so fixed for redemptien (unless the

System shall default in the payment of the Bonds so called for redemption),
,

interest on said Bonds so called for redemption shall cease to accrue.'

This Bond may be registered as to principal only, in accordance

with the provisions endorsed hereon, and this Bond and th. interest*

coupons attached hereto shall have all the qualities ano incidents of
,

a negotiable instrument to the extent provided by section 54.24.120 of

the Revised Code of Washington.

The Bonds of the series of Bonds of which this Bond as one are

issuable as Coupon Bonds, registrable as to principal only, in the denom-

ination of $5,000, and as Registered Bonds without coupons in the
,

"
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.de nomination of $5,000, or any multiple of $5 000 The Cnupon Bends
.

I

; I- a d the ReFistered Bonds without cbupons are interci angeable for an
I

edual aggregate principal amount of ' Bonds of the same series, interest

rate and maturity upon presentation thereof for such purpo.=* by the

holder or registered owner at the principal of fice of the Bed Fund

Trustee, and upon payment of charges and otherwise as provided in the

Bond Resolution.
'

It is herebv certified, recited and declared that all acts,

conditions and things required by the Constitution and statutes of the

State of Washington to exist, to have happened and to have been performed*

precedent to and in the issuance of this Bond do exist, have happened.
,

and have been performed in due time, form and manner as prescribcd by*

law, and that the amount of this Bond, together with all other obliga-
tions or indebtedness of the System, does not exceed any constitutional

or statutory limitations of indebtedness.
IN WITNESS WiiEREOF, Washington Public Power Supply System by

its Board of Directors, has caused this Bond to be executed in its name

I.
$ with the facsimile signature of the President of its Board of Directors,

' and attested by the manus 1 signature of the Secretary of its Board of

Directors or Treasurer of the System thereunto duly authorised, and the

facsimile seal cf said System to be hereon imprinted, and the interest'

coupons hereto atta:hed to be executed by the facsimile signatures c f

the said President and Secretary, all as of the fire tev of ,
,

19___.

. WASHINGTON Pl'BI '.C 1hD4 -4sil'P;Y 8YSit.M

'

ATTEST BV
_ . . . . . . . . . . -

Secretary (IreasFeT)~'
,

t

(SEAI).

4

[ Form of ' Coupon].

No. S..4

On the first day of _ _ , ,,_ ,, tW .ps the B mJ he re in.

{~ after mentioned shall have hean duly calleil rnr prm imu rc9mption gnd
'
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payment of the redemption price duly made or provided for, Washington
i

.Pjblic Power Supply System, a municipal corporation of the State of j
Washington, will pay to bearer at the principal office of

, in the City of Seattle, Washington,

or, at the option of the holder he reof, at the principal office of
, in the City of Chicago, Illinois,

or at the principal of , in the

City of New York, New York but solely out of the special fund appli-
cable to the payment thereof as provided in said Bond, the sum of

Dollars ($ ), in such
,

coin or currency of the United States of America as at the time of pay-

ment is Icgal tender for public and private debts, being the interest
,

then due on its Washington Public Power Supply System Nuclear Project

No.1 Revenue Bond, Series of , dated , 19___,

and numbered .

President
.-

.

k
'

Secretary ')
[ Form of Registration]

This Bond may be registered as to principal only in the name of
'

the holder on books of registration to be kept in the principal office of
the Bond Fund Trustee located in the City cf New York, New York, such

registration to be noted in the registration blank below. After such

registration no transfer hereof shall be valid unless made on said books

and similarly noted hereon, but such registration may be made to bearer
'

and thereupon transferability by delivery shall be restored. The regis-
tration of this Bond as to principal only shall not affect the coupons
which shall at all times be transferable merely by delivery.-

(Notice: No writing on this bond except by Registrar)-

I"

Date of Name of
Registration Registered Owner Signature of Registrar

-

I

f
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(Form of Registered. Bond Without Coupons}
~

UNITED STATES OF AMERICA-

q2{ '

STATE OF WASHINGTON

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

NUCLEAR PROJECT NO.-1
.; - . REVENUE BOND, SERIES OF,

No. R--.-
$

WASHINGTON PUBLIC POWER SUPPLY SYSTEM, a municipal corpora-

. 51on of the SEate|of' Washington (hereinafter called the " System"), for
~

value received, hereby. promises to pay to

or registered assigns, on the tirst day of , the principali
-

,

sum of , Dollars ($ ), and
,-

,

to pay interest on the unpaid principal amount hereof, which interest-

shall be paid by check or draft drawn upon the Payind Agent of the System-

located in the City of New York, New York, and mailed to the registered
,

owner at his address as it appears on the bond registration books of the
System, at the rate of oer centum ( %) per

*

annum from the date hereof, payable , and semi-annually
.

*

g thereafter on the first day of and the first day of
,

*

.(
of each year until the payment of such principal sum

in full, or if default should be made in the payment of the principal
-

o t

hereof when the same shall become due and payable, at the legal rate of

interest until the payment in full of such principal sum.,

Principal of and interest and premium, if any, on this bond
Are payable solely out of the special fund of the System known as the

" Washington Public Power Supply System Nuclear Project No.1 Revenue
,

,,

*

Bond Fund";(hereinafter referred to as the " Bond Fund"). Payment of

such principal, interest and premium will be made at the principal office
*

of in the City of Seattle, Washington, or, at
the option of'the holder hereot, at the principal office of,,

:
in the City of Chicago, Illinois, or

at the principal office of n
,

in the City of New York, New York, as Paying Agents of.the System..in,

such coin or currency of the United States of America which at the time

of payment is legal tender for public and private debts.
;( '
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This bond is one of a duly authorized series of bonds of like

designation herewith, aggregating Dollars )
in principal amount. This bond and the bonds of the series of which
it. is one are issued under the authority of and in full compliance with

the Cons titution and statutes of the State of Washington, including

Titles 43 and 54 of the Revised Code of Washington, and under and pur-

suant to Resolution No. of the System adopted by the Board of

Directors of the System on the day of , 19 _

(hereinafter referred to as the " Bond Resolution"), and a Series Resolu-

tion duly adopted by said Board on the _ day of , 19 _ .*

This bond and the series of which it is one constitute part

of a duly authorized issue of bends (hereinaf ter referred to as the-

" Bonds") issued, or to be issued, by the System under the Bond Resolution

for the purpose of acquiring by purchase, condemnation, and construction

a nuclear electric generating plant and associated facilities as a*

separate utility system of the System constituting and to be known as the

.
,

" Washington Public Power Supply System Nuclear Project No.1" (hereinaf ter

) referred to as the " Project"). ;
*

Copies of the Bond Resolution are on file at the principal

office of the System and at the principal office of each of the Paying
,

.. Agents, and reference thereto and to any and all modifications and
;- amendments thereof is hereby made for a more complete description of

the revenues available for the payment of the principal of and premium,
' if any, and interest on the Bonds and the rights and remedies of the

holders of the Bonds with respect thereto, the terms and conditions,

,

'

upon which the Bonds have been issued, and the terms and provisions

upon which this Bond shall no longer be secured by the Bond Resolution
'

pr deemed to be outstanding ther,eunder if moneys or specific securities
; shall have been deposited wichthe Bond Fund Trustee appointed pursuant

,

to the Bond Resolution, or any Paying Agent therefor sufficient

and held in trust solely for the payment thereof.

Under the Bond Resolution the System is obligated to set,

aside and pay into the Bond Fund out of the revenues of the Project,

including all additions, betterments and improvements thereto and

d .*
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extensions thereof, af ter first mA eng all payments required by the

System to be made to the Hanford Pt oject Revenue FunJ rreated and estab-
,

11shed pursuant to Rasolution No. 178, adopted by the Board of Directors

of the System on April 15,196 3, ptkrsuant to the Bond Resolution,

certain fived amounts sufficient to pay the principal of and interest
,

and premitan, if any, on all Bonds at any time outstanding as the same,

b'ecomes due and payable, all as is more fully provided in the Bond
'

Resolution The Bonds and the interest thereon constitute the only

charge an,. inst the Bond Fund and, subjtet to the aforesaid payments to
,

the Hanford Project Revenue Fund, the anount of the revenues pledged,

,

to said Bond Fund.,
,

In case an event of default (defined in the Bond Resolution),

shall occur, the principal of the Bonds at such time outstanding may

be declared due and payable by the Bond Fund Irustee or by the holders

of 207, in principal amount of such Bonds, but such declaration may,.

under certain circumstances, be annulled.

in and by the Bond Resolution, the System covenants to estab-
,,

,

g lish, maintain and collect rates or charges for Project capability,
,

( electric energy and other services, facilities and commodities sold,i -

. furnished or supplied through the facilities of the Project which
'

'

; shall be fair and non discriminatory and adequate to provide revenue.-

*[f sufficient for the fixed amounts which tiu System is obligated to set

aside in the Bond Fund to pay the principal of and interest and premium,

if any, on this Bond and the issue of Bonds of which this Bond is a.

part, and for the proper operation and maintenance of the Project, and
,

all necessary repairs thereto and replacements and renewals thereof.

The Bonds of the series of Bonds of which this Bond is a part

are subject to redemption prior to maturity. at tbs optior* of the System'

on or after _ _ 1, 19 _ , as a whole at any time, or in part from, , .
, .

. time to tbne on any interest payment date in the inverse order of their"

maturities (and in the event that Icss than all of the Bends of a
maturity are called for redenpeinn, the particular Bonds of such matu-

rity to be redeemed . hall be selreted by lot), at the redemption prices

with respect to each Bond, expressed as a percentage of the principal
.

s :'.g,
..

,

''*
. .
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'

amount of the Bond to be redeemed, set forth below, together with the

interest accrued thereon to the date fixed for redemption:
,

i"

Period During Khich Redeemed nedemption
(Both Dates Inclusive) Prices

.

.

provided, however, that the System further reserves the rignt to redeem

the Bonds of the series of Bonds of which this Bond is a part maturing

1, 20 _ , in part on any interest payment date on and afteron
,

1,19_, but only (a) upon payment of the principal amount
,

thereof from the amounts credited to the Bond Retirement Account in tae
,

Bond Fund pursuant to paragraph C of Section 7.3 of the Bond Resolution,
,

and (b) upon payment of 7. of the principal amount thereof from

excess moneys available therefor in the Bond Retirement Account in the

Bond Fund resulting from the payments therein pursuant to Section 7.14,

and 10.8 of the Bond Resolution, in each case together with the in-

terest accrued thereon to the date fixed for redemption; and provided
.*

.
'

further that the System further reserves the right to redeem all of the
0-

Bords of the series of Bonds of which this Bond is a part, at its optio .).

as a whole, or in part in the inverse order of their maturities at any
'

t':.me on or before 1, (and in the event that les's than
,

all of the Bonds of a maturity are called for redemption, the particu-,,

lar Bonds of said maturity to be redeemed shall be selected by lot),
ik the Project is terminated as provided in subparagraph (a) of Section.

15 the Project Agreement referred to in the Bond Resolution, upon pay.

eent of the principal amount of the Bond to be redeemed together with.

accrued interest thereon to the date fixed for redemption.

In the event the System should exercise Its option to redeem-

any of the Bonds, notice of such redemption shall be given by publica-,

*

tion of a notice at least once in daily financial papers, or in daily-

newspapers of general circulation printed in the Engli' h language,s

published in the cities of Seattle, Washington, Chicago, Illinois, and
New York, New York, such publication to be made in each case not less than

thirty (30) nor more than sixty (60) days prior to the date fixed for

i
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redemption. Notice of redemption having been given by publication as
.i

( aforesaid. the Bonds so called for redereptian shall on the date specified |

in such notice become. due and payable at the applicable redemption price

herein provided, and from and af ter the date so fixed for redemption

.u11ess the System shall default in the payment of the Bonds so called
.

for redemption), interest en said Bonds so called for redemption shall
,

, cease to accrue.

- - If this Bond be of a denomination in excess of $5,000, por-i

tions of the principal sum l'ereof in installments of $5,000 or any

mtiltiple thereof may be redeemed, and if less than all the principal..

sum hereof is to be redeemed, . in such case upon the surrender of thia
,

Bond at the principal office of any one of the Paying Agents, there shalt.

bI issued to the registered owner hereof. without charge therefor, for

the then unredeemed balance of the principal sum hereof, at the option

of the owner, either Coupon Bonds, or Registered Bonds of like series,

maturity and interest rate in any of the denominations authorized by

the Bond Resolution.
,

'

g This Bond shall have all the qualities and incidents of a

t * negotiable instrtunent to the extent provided by section 54.24.120 of

. the Revised Code of Washington, and shall be transferable by the regis-
*

tered owner at the principal office of the Bond Fund Trustee upon

surrender and cancellation of this Bonc, and thereupon a new Regis-

tered Bond without coupons of the same series, principal amount,

interest rate and maturity will be issued to the transferee as pro-

vided in the Bond Resolution and upon payment of the transfer charge )
therein prescribed The System, the Paying Agen% and any other person-

may treat the person in whose name this Bond is registe. red as the abso-

lute owner hereof for the purpose of receiving payment hereof and for-

all purposes and shall not be effected by any notice to the contrary,
, . ',.

whether this Bond be overdue or not.

The Bonds of the seri"s of Bonds of which this Bond is one

are issusble as Coupon Bonds, registrable as to principal only, in,

,the denomination or .$,000, and as Registered Bonds without coupons

g. .

,;r ..
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.
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in the denomination of $5,000, or any m.:'tiple of $5,000. The Coupon y
.

Bonds and the * kegistered Bonds without coupons are interchangeable

for an equal aggregate principal amount of Bonds of the same series,
interest rate and maturity upon presentation thereof for such purpose

by the holder or registered cwner at the principal office of the Bond
Fund Trustee, and upon payment of charges and otherwise as provided

in the Bond Resolucian. .

It is hereby certified, recited and declared that all acts,
conditions and things required by the Constitution and statutes of the

.

State of Washington to exist, to have happered and to have been per-

formed precedent to and in *,he issuance of this Bond do exist, have
.

happened and have been performed in due time, foon and manner as pre-

scribed by law, and that the amount of this Bond, together with all

other obligations or indebtedness of the System, does not exceed any

constitutional or statutory I Lmitations of indebtedness.

IN WITNESS LHEREOF,1:ashington Public Power Supply System by

its Board of Directors, has caused this hond to be executed in its
i .)name with the facstmile signature of the President of its Board of .

Directors, and attested by the manual signature of the Secretary of

its Board of Directors or Treasurer of the System thereunto duly

authorized, and the facs tmile seal of said System to be hereon

imprinted all as of , _ .

WASH:NCION PUBLIC POWER SUPPLY SYS1EM

BY_
,

...

Pre s iden t

ATTEST:

Secretary Ifif3IurirT~~~'~ ~
4

(SEAL)

!
.

7
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(Form of Asslgnment]r

.I
1' For value received
.

.$ hereby sells, assigns and transfers unto
i

the withir mentioned Bcnd and hereby irrevocably con,stitutes and appoints
Attorney, to transfer the sai.,e on

.
,

the books of registration in the office of the Bond Registrar of the
.

System with full power of substitution in the premises.

.

Dated:
,

.

* Witness:

NOTE: The signature to this assignment must correspond
with the name as written on the face of the within
Bond in every particular, without alteration,
enlargement or any change whatsoever.

[ Form 24r Endorsement of Partial Payment]
,

*
,

. $ Notation of Payments of- Principal on the Within-
( mentioned Bond by Retirement of a Portion Thereof,

,

*
e

i NO WRITING BELOW EXCEPT BY A PAYING AGENT OR DIHER AUTt10RIZED PERSON

Balance of
Principal

Principal Amount Signature of Paying Agent
Date Amount Paid Outstanding or Other Authorized Person

.

e

.

i

.,

! ,

'

I

i - .
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[ Form of State Auditor's Certificate of Registration - All Bonds]
) i

STATE OF WASHINGTON ) ss.
OFFICE OF STATE AUDITOR )

.

.I DO HEREBY CERTIFY that I have examined the within Bond and

a certified copy of the resolution autherizing the issuance thereof,
and such additional information with respect thereto as is required by-

ne; and that the same has been registered in my office in accordance

with the provisions of Section 54.24.070 of the Revised Code of
.

Washington.
.

WITNESS my hand and seal of office , 19 .

'

.

*

.

Auditor of the State of Washington
,

By
Deputy Sate Auditor

,

9

4

t

J

G

.)

e

|
'

..

|
.

[
' f
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MISCELIANEOUS : DEFEAS4NCE
,

SECTION 15.1. Resolution and laws a Contract with Bondholders.

This Resolution is adopted under the authority of and in full complitnce
- with the Constitution and laws of the State of Washington, including

*

Titles 43 and 54 of the Revised Code of Washington, as amended and

supplemented. In consideration of the purchase and acceptance of the

Bonds by those who shall hold the same from time to time, the provisions
* of this Resolution and of any supple-antal resolution authorizing the

*

issuance of additional bonds, and of said laws shall constitute a con-
'

tract with the holdar or holders of each bond and coupons attachedt .

'

thereto, and the obligations of the Syste:n and its Board of Directors
.

under said laws and under this Resolution shall be enforceable by ant

: court of competent jurisdiction; and the covenants and agreements herein-

'
set forth to be performed on behalf of the System shall be for the

equal benefit, protection and security of the holders of any and all
/ of said Bonds and coupons thereto attached, all of which regardless.

8
{ .

of the time or times of their issue or maturity, shall be of equal rank. -

without preference, priority or distinction of any of said Bonds or

coupons thereto attached over any others thereof except as expressly,,

,d provided herein.

G
SECTION 15.2. Bonds No Longer Deemed Outstanding Hereunder,

i

The obligations of the System under this Resolution (including all.

Series Resolutions and other resolutions supplemental thereto or
.

amendatory thereof), and the liens, pledges, charges, tructs, assign-
ments, covenants and agreements of the System therein or herein made

or provided for, shall be fully discharged and satisfied as to any-

,
Bond and such Bond shall no longer be deemed to be outstanding there-

.

under and hereunder, if such Bom! shall have been cancelled, or sur-"

rendered for t.ance11ation, or when paymer* of the prirm.:1 pal of and the

applicable redemption premiums, if any, on such Bond, plus interest

thereon to the due date thereof, whether such due date be by reason of,

i

maturity or upon redemption or prepayment or by declaration as provided
i

{ in Sectior.12.1 of this Resolution, or otherwise, (a) shall have been
,

a| >Section 15.1 131* Section 15.2

. .

*
*
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made or caused to be made in accordance with the terms thereof, or

(b) shall have been provided by irrevocably depositing with the Bond F 1

J.

Trustee or the Paying Agents for such Bond, in trust and irrevocably

appropriated and set aside exclusively for~such payment, (1) moneys

' sufficient to make such payment, or (2) Investment Securities (which
.

for the purpose of this Article shall mean only the obligations mentioned
.

in clauses 1, 2, 3 and 4 of paragraph (q) of Section 1.1 of this Resolution),

'which are not subject to redemption prior to maturity, and mature

as to principal and interest in such amount and at such times as will

insure the availability of sufficient moneys to make such payment,.
,

or (3) a combination of such moneys and Investment Securities, and'
,

such Bond shall cease to draw interest from the due date thereof (whe-
.

ther such due date be by reason of maturity or upon redemption or-

. prepayment or by declaration as aforesaid, or otherwise) and except*

'

for the purposes of such payment from such moneys or Investment Securities,

shall no longer be secured by or entitled to the benefits of this

Besolution; provided that, as to any deposit under (b) above, all
''

.

necessary and proper fees, compensation and expenses of the Bond Fund'

,

6 )
-

.

Trustee and said Paying Agents pertaining to the Bonds with respect to
.

which such deposit is made shall have been paid or the payment thereof,

; ', provided for to the satisfaction of such Trustee and said Paying Agents;'

,

7 and provided further, that with respect to Bonds which by their terms
6

say be redeemed or otherwise prepaid prior to the stated maturities,

thereof, (A) no deposits under (b) above shall constitute such discharge
,

and satisfaction as aforesaid, (1) if such Bonds at the time of the mak-
,

.
'

; ing of such deposit are not then imediately redeemable or payable in

accordance with the provisions of this Resolution and of such Bonds

(a) unless such Bonds shall have been irrevocably called or designated.

! for redemption or prepayment on the first date thereafter on which

* **
such Bonds may be redeemed or prepaid in accordance with the provisions..

( of this Resolution and of such Bonds or (b) until ninety (90) days

prior to the respective stated maturities thereof, or (2) if such

- Bonds at the time of the making cf such deposit are then imediately
|

|
'

redeemable or payable in accordance with the provisions hereof or

; thereof, (a) until ninety (90) days prior to the date fixed for their !

f redemption or payment or (b) until ninety (90) days prior to the re-

spective stated maturities thereof; and (B) as to all such Bonds to be

- 132 -
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redeemed or prepaid pricr to their stated mat'arit tes, proper no'tice of

i such redemption or prepayment shall have been irrevecably published in

accordance with this Resoluttos, or provtsion satisf actory to the Bond

Ford Trustee shall have been s treve,cably made for such publication.

Any such mor.eys so depos tted with the Bor.d Fund Trustee and the Paying

Agents .ns provided in this section o.ay at the direction of the System
also be invested and reir. vested in Investment Securities maturing in the

amounts and times as he rei .bef ore set forth, and all Ucome from all-

Investment Secur ttles ie. the hards cf the Bond for.d Trustee and Paying

Agents pursuant to this section which ts not required for the payment of,

the Bonds and tr.terest and premtum thereon with respect to which such

moneys shall have been so deposited. shall be paid to the Bond Fund

Trustee and depostted in the Rever.ue Fund as and when realizeo and col-

1ected, for use and application as other moneys deposited in that Fund.

If any Bond shall not be presented for payment when the prin-

cipal thereof shall become due, whether at maturity or at the date fixed

for the redemption thereof or upon declaration as provided in this Reso-

lution, or otherwise, or if any coupon shall not be presented for payment
g

at the due date thereof and if moneys or Investment Secutities shall at

such due date be held by t e Bond Fur.d Trustee or a Paying Agent therefor,h

in trust for that purpose suf ficient and available to pay the principal

and the premium. I t a. y. of suc h Br.1 together with all interest due3

thereon to the duc date thercef o: to the date fixed for the redenpt ten

thereof, or to pay such coupon, as the c.ase may be; all Itability of the

System for such payme r.t shall forthwith sease , determine sad be completely

discharged, ar.d thereupoo it shall be the duty of the Ber.d Fend tiestee.

or such Payir.g Ager.r to 5 c1d +ald mocey or Irvestu.ent Securittes, with-

out liability to such Bor.2belder Ec arteror rhets.or, in tri,st for the

benefit of the holder of such Bo..d or of such coupon, as the case may be,

who thereaf ter sbs11 he testr teted exclusively to said monevs er I nve s t-

ment Securities fer any c laim of whatever ratore en his part on or with

respect to said Be d os i.o;pos. t x loding ic.t any c laim for the payment
!

thereof,.

i

In: .
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Notwithstanding any provision of any other section of this

Resolution which may be contrary to the provisions of this section, a y.

moneys or Investment Securities set aside and held in trost pursuant

to the provisions of this section for the payment of Bonds lancluding

interest and premium thereon, if any) and coupons snall be appiled
,

,

to and used solely for the payment of the particular Bond (including.

$nterest and premium thereon, if any) and coupons with tesisct t. which
'

Yuch moneys and Investment Securities have been so set asido in trust.*

' '

Anything in this Resolucion to the contrary notwithstanding,

if moneys or Investmant Securities have been deposited or set aside-

with the Bond Fund Trustee or a Paying Agent, pursuant to thts sectione

for the payment of Bonds and coupons and such Bonds shall be deemed

to have been paid and be no longer outstanding hereunder as provided

in this section, but such Bonds and coupons shall not have in fact
,

been actually paid in full, no amendment to the provisions of this

section shall be made without the consent of the holder of each Bond

or coupon affected thereby. .,.
,

8 SECTION 15.3. Moneys Held by Bond Fund Trustee or Paying )
*

Agents Five Years After Due Date'. Moneys or Investment Secur sties

held by the Bond Fund Trustee or the Paying Agents in trust for the,

,

.h payment and discharge of any of the Bonds or coupons which rematn
t

unclaimed for five (5) years after the date when such Bonds shall

have become due and payable, either at their stated maturity dates
.

or by call for earlier redemption, if such moneys were held by :,uch
'

Paying Agents at such dates five '(5) years after the date of deposit-

cf such moneys if deposited with the Paying Agents af ter rht 4id date
.

when such Bonds become due and payable, shall, at the written request

of the System, be repaid by the Paying Agents to the System as the
d

. , , System's property and free from the trust created by this RC-olat ton,

; and the Paying Agents shall thereupon be released at d dia.bai,;e. with
,

respect thereto, and the holders of the Bonds payable !rori vic h r.soneys
. shall look only to the System f or the payment of such Bonda and i oupons.

'

.

\
j Section 15.3
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d,a The provisiens
Relaticn to Project Agrg+ ment.

SECTION 15.4.1
f

of this Resolution are not intended to create, expand or con er any
i

(- rights or obligations upon the System with respect to the construct on,'

incontistent
operation and' maintenance of the WPPSS No.1 Project which are

,g
in the event of any

with the provisions of the Project Agreement, but
e .

, . qg.4

conflict the provisions of this Resolution shall control.
- " - *

-.

[h - In .the event
.

Definitien of Bonds in Article XV..

SECTION 15.5. of
'

additional bonds are issued by the System payable from the revenues
* h additional bonds

,

'

the WPPSS No. 1 Project Eagi passu with the Bonds, suc. . .

d in

shall be considered Bonds within the meaning of such term as use.

,

,

15.1,15.2,' and 15.3 hereof. -Sections*

Whenever.

Term " System" Includes Successors.
.

SECTION 15.6.

in this Resolution the System is named or referred to, it shall be
deemed to include its successors and assigns, and all the covenants<

f the
and agreements in this Resolution contained by or on behalf o
System shall bind and inure to the benefit of its successors and assigns,

whether so expressed or t ot..'-

If any one or more of the pro-( e SECTION 15.7' Severability.
. '

t nt

visions of this Resolution shall be declared by any court of compe e
,

.

be

jurisdiction to be contrary to law, then such provision (s) shall
,

deemed separable from, and shall in no way affect the validity of,
*

;

d

any of the other provisions of this Resolution or of the Bonds issue
hereunder,

This Resolution shall be in
i SECTION 15.8. E__ffective Date.~

effect from and after its passage in accordance with law,
'i

All resolutions and parts of
SECfl0H 15.9. Reoealer.

i

resolutions in conflict herewith be and the same are hereby repealed
-'

to the extent of such conflict. .
* * *

.; "

*

(SEAL) President

! ATTEST:
.

Secretary

I ( Section 15.4 Section 15.7
Section 15.5 Section 15.8

1 Section 15.6 Section 15.9|(
.
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'

Proposed Form of Bond Resolution
'

.

RESOLUTION NO.

A RESOLUTION PROVIDING A PLAN AND SYSTEM FOR
THE ACQUISITION AND CONSTRUCTION BY WASHINGTON
PUBLIC POWER SUPPLY SYSTEM OF A. NUCLEAR
CENERATING PLANT TO BE KNOWN AS WASHINGTON
PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECT NO. 4,

' THE CONSTRUCTION BY SAID SYSTEM OF A NUCLEAR'

CENERATING PLANT TO BE KNOWN AS WASHINGTON
{ $ PUBLIC POWER St:PPLY SYSTEM NUCLEAR PROJECT No. 5

AND Tile ACQUISITION BY SAID SYSTEM OF AN OWNER-i
.

SHIP INTEREST 71tEREIN AND Tile ACQUISITION BY
THE SYSTEM OF AN ONNERSillP INTEREST IN IVO
NUCLEAR CENERATING PLANTS TO BE KNOWN AS PUGET
SOUND POWER & LIGHT SKAGIT NUCLEAR POWER PROJECT.
UNITS 1 AND 2; AND PROVIDING l'OR THE ISSUANCE
OF REVENt;E BONDS FOR SAID PURPOSES.

.

+
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RESOLUTION.NO.
'

(- ' A RESOLUTION PROVIDING A PLAN AND SYSTEM FOR
Tile ACQUISITION AND CONSTRUCTION BY WASHINGTON-

:PUBLIC POWER SUPPLY SYSTEM OF A NUCLEAR
. CENERATING PLANT TO 15E KNOWN AS WASil1NGTON

PUBLIC POWER SUPPLY SYSTEM NL CLEAR PROJECT NO. 4,
THE CONSTRUCTION BY SAID SYSfEM OF A NUCLEAR

j. ' GENERATING PLANT TO BE KNOWN AS WASHINGTON
,

'

PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECT No. 5
'

' AND Tile ACQUISITION BY SAID SYSTEM OF AN OWNER-
-

SHIP-INTEREST TilEREIN AND THE ACQUISITION BY THE
SYSTEM OF AN OWNERSIIIP INTEREST IN WO NUCLEAR
GENERATING PLANTS TO DE KNOWN AS PUGET SOUND POWER |

& LICllT SKAGIT NUCLEAR POWER PROJECT, UNITS I |

-
AND 2; AND PROVIDING FOR THE ISSUANCE OF REVENUE
BONDS FOR SAID PURPOSES.

.

WHEREAS, Washington Public Power Supply Systcm
1.

(hereinaf ter referred to as the " System'') has heretofore been!

I duly organized as a joint operating agency and a municipal

corporation of the State of Washington under the laws of the
<.

State of Washington (Revised Code of Washington, Chapter 43.32)

and is authorized, among other things, to acquire, construct, own,

maintain, operate, develop and regulate plants, works and facili-
.

~

f
,' fg ties for the generation and transmission of cicctric power and|-

|

energy and to contract for the sale, exchange, transmission or
use of electric energy with any person, firm or corporat' ion,.

.

including political subdivisions and agencies of any State, or
| of the United States, at fair and non-discriminatory rates; and

WHEREAS, the System, pursuant to Resolutions Nos. 104

and 106, adopted by its Board of Directors on December 15, 1961,
'

and January 19, 1962, respectively, acquired and now owns and

operates the Packwood Lake flydrec1cetric Project, and has issued

revenue bonds of the System to pay the cost of acquiring and con-
i

structing such project, which bcnds are 1.ayable solely (tom the

revenues derived therefrom; and*

. !

l

|

Note: This draf t of Bcnd Recclut ten ec.ntemplates that WPPSS will
become a joint owner of the Skagit Project. If by the
time the Bond Resciution is adepted by the Buard of .
Dircetors of WPPSS, a de elsf en has been made that WPPSS

. will not be a joint owner, all references to the Skagit'

.T oject will be dcleted. if a final decision with,

i

!- respect to ownership cf the Skr. git Project h.in not been
,

| made prior to adaption of the nend Resolutlon.'the Bond'

L
Resolution, as adopted, will pc tmit WPPSS to amend the ~ .

|i plan and system to clitninate the Skagit Project and to
nullify all references to the Skagit Project,

t

.

1' -
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' WHEREAS, the System, pursuant-to Resolution No. 178,

adopted by its Board of Directors on April 15, 1963, acquired and )r

; now owns and operates the Hanford Electric Cencrating Project, and

has issued revenue bonds of the System to pay ,the cost of acquiring

.and constructing such project, which bonds are payable solely from

the revenues derived therefrom; and

WHEREAS, the'' System, pursuant to Resolution No. 640,

adopted by its Board of Directors on June 26, 1973, provided for

the acquisition and construction of Washington Public Power Supply

System Nuclear Project No. 2, and has issued revenue bonds of the

System to pay part of the cost of acquiring and constructing such

project, which bonds are payabic solely from the tevenues derived ,

therefrom; and

WilEREAS, the Sys tem, pursuant to Resolution No. 673,

adopted by its Board of Directors on October 10, 1973, provided

for the construction by the System of Washington Public Power

Supply System Nuclear Project No. 3 and the acquisition of an
}

undivided ownership interest therein, and has issued revenue notes

of the System to pay part of the cost of such project; and

WHEREAS, the System, pursuant to Resolution No. 690,

adopted by its Board of Directors on May 10, 1974, provided for

the acquisition and construction of Washington Public Power Supply

System Nuclear Project No.1, and has issued revenue notes of the

System to pay part of the cost of acquiring and constructing such.

project; and

WHEREAS, said Resolutions Nos. 104, 106, 178 and 640

each provi,de that the System may issue its revenue bonds to pay
the cost of acquiring and constructing a separate utility system

and pledge the revenues derived therefrom to the payment of said

i
bonds issued to pay the cost of acquiring and constructing said

separate utility system; and
|

'

I
8

i
'

II 2-

,

'
.



-

WilEREAS, said Resolutions Nos. 673 and 690 enh permit
I

the System to issue its revenue honds to pay the cost of acquiring
and constructing a separate utility system and pledge the revenues

derived therefrom to the payment of said bonds issued to pay the

cost of acquiring and constructing said separate utility system;

and

W}lEREAS , in order,to help provide for the prospective

power needs of the incirbers of the System and other wholesale power

purchasers in the State of Washington and the Pacific Northwest

(hereinafter referred to as the " Participants") the System has
heretofore taken certain actions to obtain for the System and

l the Participants a power supply to consist of a nuclear generating

plant having an installed nameplate rating of approximately

1,250 FM capacity with associated facilitics, to be known as
4Washington Public Power Supply System Nuclen Project No.

(hcrcinaf ter defined as the "WPPSS No. 4 Project"), an ownership

interest in a nuclear generating p1 mt having an installed nanc-
I plate rating of approximately 1,240 tM capacity with ast.oelated

facilities to be known as Washington Iublic Power Supply System

Nuclear Project No. 5 (hereinafter defined as the "WPPSS No. 5

Project"), and an ownership interest in two additional nucicar

generating facilitics, each having an installed nameplate rating

of approximately 1,270 FN, and associated facilitics to be known

as the Puget Sound Power 6 1.ight Skagit Nuclear Power Pt oject ,

Units 1 and 2 (hereinaf ter defined as the "Skagit Proj< ct"); and

WilEREAS, with respec t to the WPPSS No. 5 Projcct,

pursuant to the Revised Code of Washington, Chapter 54.44, as

amended, the System has entered tnto an ownership arrcement

(hereinafter defined as the "WPPSS No. 5 Projec t Ownership

Agreement'I) with Pacific Power 61.ight Company, Por tland Cencral

Electric Company, Puget' Sound Pcwer 6 Light Company and The

Washington Water Power Company which provides that the System

will construct said project and have an undivided ownership
,

-3-
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interest of 70% therein, and that such companies will have
Iundivided ownership interests in said project aggregating

30%; and
e

WHEREAS, with respect to the Skagit Project, pursuant

to the Revised Code of Washington, Chapter 54.44, as amended,

the System nas entered into an ownership agreement (hereinafter

defined as the "Skagit Project Ownership Agreement") with Idaho

Power Company, Pacific Power & Light Company, Puget Sound Power

& Light Company and The Washington Water Power Company, which*

provides that the System will have an undivided ownership

interest of 15% in said project and that such companics will

have undivided ownership interests in said project aggregating

85%; and

kHEREAS, the System has entered into agreements, each

entitled " Washington Public Power Supply System Nucicar Projects
. Nos 4 and 5 and Skagit Project Participants' Agreement" (hercin-

| af ter referred to as the " Participants' Agreements"), with the )
United States of America, Department of the Interior, acting

by and through the Bonneville Power Administrator (hereinaf ter
referred to as "Bonneville") and the Participants (hereinafter

defined) whereby, among other things, the System will sell and

the Participants will purchase the capability of the WPPSS

No. 4 Project and the System's shares of the capability of the

WPPSS No. 5 Project and the Skagit Project, and Bonneville
,

will coordinate certain services it will perform under other

agreements with the Participants in connection with the delivery

of the power and energy thereto; and

WHEREAS, the Board finds that the plan and system

hereinafter set forth will assist the System in providing

electric power and energy for its members and other Portf;ipants

and that the performance of services by Bonneville in delivering

the power and energy of the WPPSS No. 4 Project and the System's
t

I

$' 4

) *
.
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shares of the power and energy of the WPPSS No. 5 Project and

the Skagit Project to the Participants will integrate the'

capability of said projects with other power resources avdilable
to the Participants, including resources from the Federal

Columbia River Power System; and

WHEREAS, the WPPSS No. 4 Project, the WPPSS No. 5

Project and the Skagit Project are parts of the Hydro Thermal

Program for the Pacific Northwest; and

WilEREAS, the System has heretofore issued

Dollars ($ ) principal amount of revenue notes for

the purpose of paying its share of the cost of preliminary
work and expenses in connection with the aforesaid projects,

all of which notes are presently outstanding and unpaid; and
?

t

WHEREAS, the System now deems it advisable to provide

for the issuance of revenue bonds for the purpose of paying the

cost to it of the acquisition and construction of the WPPSS

No. 4 Project, the construction of the WPPSS No. 5 Project and

the acquisition of an undivided ownership interest therein and

the acquisition of an undivided ownership interest in the

Skagit Project, and to provide for the payment of the aforesaid

revenue notes;

NOW, TilEREFORE, BE IT RESOLVED BY TiiE BOARD Of

DIRECTORS OF WASilING10N PUBLIC POWER SUPPLY SYSTEM:

ARTICLE I

CERTAIN DEFIN1110NS

SECTION 1.1. Definitions. As used in this Resolution
the following words and phrases shall have the meanings herein.

after set forth unicss the context shall clearly indicate that

another meaning is intended:

(a) The term " Board" shall mean the Board of
Directors of the Washington Public Power Supply System, including

(
l Section 1.1 -5-

-- ,
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.

the Executive Connaittee thereof when acting under suthority -*

delegated to it by said Board. or if said Board shall be abolisht. ,

the person, board, body, commission or agency succeeding to the

principal functions thereof or to whom the powers and dutics

granted or imposed by this Resolution shril be given by law.
,

9

(b) The term " Bond Fund Trustec" shall mean the
trustee appointed pursuant to Section 7.2 hereof, and its

. successor or successors and any other corporation which may
*

3 at any time be substituted in its place pursuant to this
,

.

Resolution.
. '

(c) The term " Bonds" shall mean the Elcetric Revenue
Bonds of the System issued pursuant to and under the authority

of Section 3.1 of this Resolecion. The term "197_ Bonds"
'

shall mean the $ principal amount of Electric'

Revenue Bonds, Series of 197_, of the System initially issued

pursuant to and under the authority of Section 3.2 of this
.

Resolution. The term " bonds issued pursuant to this Resolution"
4 $ shall mean the Bonds and all additional bonds issued pursuant ),

to and under authority of Section 9.6 of this Resolutions

^

(d) The term " Bondholder" or " holder of a bond" shall
mean any person who shall be the bearer of any coupon bond or

bonds issued pursuant to this Resolution, or the registered owner;

of any bond or bonds issued pursuant to this Resolution without'

;
' coupons.

| (c) The term " Capitalized Fuct" shall mean Fuct for

) the WPPSS No. 4 Project, the System's ownership Share of fuel

for the WPPSS No. $ Project and the System's Ownership Share
,

of Fuel for Unit No.1 or Unit No. 2 of the Skagit Project,
,

the cost of which, as recorded on the respective Date of

Conumercial Operation of each of said Projects, or of each

i unit of the Skagit Project, is included as an asset under the

redoral Power Commission t!niinrm System of Accounts in ef fect
,

ji.

i on 1, ! 9 7,,,,.'

'

I
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i (f) The term " Construction Engineer" shall mean,

with respect to the Wl'PSS No. 4 Project or the WPPSS No. $

Project, the construction enP,incer or engineering firm for such

Project referred to in Section 8.1 hereof, its successor or
successors or any other construction engineer or engineering

firm which may be substituted in its place.

(g) The term " Construction Fund Trustce" shall tcan

the trustcc appointed pursuant to Section 7.1 hereof, its
successor or successors and any other corporation which may at

,

any time be substituted in its place pursuant to this Resolution.
(h) The term " Consulting Engineer" shall mean at any

time the consulting engineer or engineering firm appointeel

pursuant to Section 9.10 hetcof.
(i) The term " Contingency Rcserve Fund Trustce" shall

mean the trustcc appointed pursuant to Section 7.3 hertof, its

successor or successors and any other corporation which eay at

any time be substituted in its place pursuant to this krsolution.
(j) The term " Cost of Construction" shall mean all

costs paid or incurred by the System in connection with the

planning, acquisition anc' construction of the System's owner-

ship shares of the WPPSS No. 4 Project, the VPI'SS No. 5 Pro.ge t

and the Skagit Project, as such costs ate defined in Section

6.12 of this Resolution.

(k) 1h, term "Date of Conmorelal Operation", with
.

respect to the WPFSS No. 4 Project, shall mean the date fixed.

by the System as the point in time when said Project is ready

to be operated on a conecretal basis purruant to schedule s

agreed to by the System and the Participants' Commit tee pro-

vided for in the Participants' Agreements and, with respect

to the WPPSS No. 5 l'roject and each unit of the Skagit Prnject,

shall mean the date fixed pursuant to the WPPSS No. $ Project

Ownership Agreement or the Skagit Projcet Ownership Agreement,

respectively, as the point in time when such Projcet er unit

|

fi -7-
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.

.c

is ready to be operated on,a commercial basis,.
)(1) The term " Development rund Trustee" shall

mean the trustee appointed pursuant to Section 7.4 hereof, and
I its successor or successors and any other corporation which

may at any time be substituted in its place pursuant to this*

i

; Resolution.
. (m) The term " Fuel" shall mean any nuclear fuel,

fuel assemblies and components, and. eights relating thereto, i

including any and all nuclear material therefor, together with i

!
all associated and related property incident to the acquisition,

processing, reprocessing and disposal of the nuclear fuel used'

or usable in connection with the acquisition, construction, ,

maintenance and operation of. the Projects or any of them.

(n) The term " Investment Securitics" shall mean any

of the following, if and to the extent that the same are legal
for the investment of funds of the Systemt

! 1. Direct obligations of, or obilgations the' c

principal of and interest on which are unconditionally ) .

*

,

guaranteed by, the United States of America.

2. Cenrral obligation bonds of any state of the*

United States of America rated by a nationally

recognised bond rating agency in either of the
|

two highest rating categories assigned by any such
;

t

| rating agency.

3. Bonds, debentures, notes or participation
+

t certificates issued by the Bank fer Cooperatives, the
Federal Intermediate Credit Bank, the Federal Home

Loan Bank System, the I:xport.!mport Bank of the (
i

^

United States, Federal 1.and Banks or the Federal !*

National Hortr.ago Association.

4 Public Housing Bonds or Project Notes>

issued by Public Housing Authotitics and fully

secured as to the payment of both principal and
,

)

f i .a.

.
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interest by a pledge of annual contributions
,

to be paid by the t'nited Staten of America,

or any agency thereof; and

5. Bank time t'eposits evidenced by certif t.
* cates of deposit issued by any bank, trust conpany,

or national banking association located in the

State of Washington, which is a member of the

Federal Reserve System, provided that such bank

time deposits in any bank, trust company, or
,

banking association do not execed at any one time

in the aggregate twenty-five per centum (25*'.) of

the total of the capital stock and surplus of such
bank, trust cotepany or banking association.

(o) The term " Ownership Sharc" shall mean the

System's undivided ownership interest in the WPPSS No. 5 Project

or the Skagit Project at any time or from time to time an

determined pursuant to the tespective Project Ownership Agree.

( ment, or the System's complete owncrship interest in tlic

WFPSS No. 4 Project.

(p) 1he term " Participants" shall mean the parties

to the Participants' Agreements listed bielow;

(llere list Participants alrhabetically by
Icgal corporate namel

* (q) The term "Part icirant s' Arreements" shall ec.in

the agreements designated " Washington l'ublic Poect Supply Sy stem

Nuclear Projects Nos. 4 and 5 and Skagit Project Participants'

Agreement" (Contract Hos. to inclusiva),,

dated 1975, and executed by the Systrm, the,

L'nited States of America, LA parte.< nt of the Inte rior, acting

by and through the bonneville l'owei Administrator, and the

Participants.

(
|
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(r) The term " Period of Construction" with respect
I

to any Project, for the purposes of this Resolution, shall mean

the period of time beginning with the date of adoption of this
Resolution and ending on the dato of filing of the final report

by the Construction Engineer or, in the case of the Skagit'

Project, the System, with respect to said Project pursuant to

Section 8.6 or Section 6.14 hereof.
(s) The term " Power Sales Agreements" shall mean the

agreements for the short-term sale and purchase of power and
; ,

energy or output from the Projects not exceeding
,

kilowatt hours and not extending beyond , 19_, .*

,

entered into by the System and any other purchasers of power

and energy or output from the Projects other then the Partici-

pants.

(t) The term " Projects" shall mean, collectively, the

System's ownership Shares of the WPPSS No. 4 Project, the WPPSS

! No. 5 Project and the Skagit Project, as more fully described*

in Article II hereof, and all additinns, betterments and am- I'

,

provements thereto and extensions thereof, but shall not include
the aforementioned Packwood t.ake Hydroelectric Project, Hantcrd

Project, Washington Public Power Supply System Nuclear Project

No.1, Washington Public Power Supply System Nuclear Project

No. 2, or Washington Public Powcr Supply System Nuc1cas Project

No. 3, or any generation or transminston facilities hereafter
constructed or acquired by the System as a separate utility

,

system.

(u) The term " Resolution" shall mean this Resolue ton,
,

except when used in Articles XI and X11 hereof, in which case the'

term " Resolution" shall havo the moaning as defined in Section

11.1 herept.

(v) The term " Series of Bonds" or " Bonds of a Series"
shall esan a series of Bonds authorised by this Rosolution or' '

| by a Series Rosolution.,

i
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(w) The term "feries Itcsolution" shall mean a resolutioni
supplemental to this Resolution authori;eing the issuante of a

Series of Bonds.

(x) The term "Skagit Project" shall mean the Puget'

Sound Power 6 Light Skanit Nuclerr Power Project, Units 1 and*

2, as more fully described in Article II hereof, and all
additions, betterments and improvements thereto and extensions

thereof.
(y) The term "Skagit Project Ownership Acrececnt"

.

shall mean the agreement designated ,

t

dated 1975, among Idaho Power Company, Pacific.

Power 6 Light Company, Puget Sound Power 6 Light Company and

The Washington Water Power Company and the System, as the sarr.c

may be amended from time to time.

(2) The term "WPPSS No. 4 Project" shall mean the

Washington Public Power Supply System Nucicar Project No. 4,
* as more fully described in Article 11 hereof, and all additions,

0-

betterments and improvements thereto and extensions ths s t of.
1

(aa) The term "WPPSS No. 5 Project" shall menn

the Washington Public Power Supply System Nucicat Projset No. 5*

.

' as more fully described in Artic1c 11 hereof, and all additions,
,

betterments and improvements thereto and extensions thersof.

(bb) The term "WPPSS No. S Project Ownership Artca*
,

ment" shall mean the agreemem designated " Washington Public

Power Supply System Nuclear Project No. 5 Agreement fer Cen-
,

struction, Ownership and Operation" dated , 1975,

among Pacific Power & Light Company, Portland Gencr.s1 Els t t:Ic

Company, Puget Sound Power 6 Light Company, The Washington

Water Power Company and the System, as the same may be amtnded*

from time to time.

(
f- 11
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ARTICLE |11 ).'

.

THE PLAN AND SYSTEM

'

SECTION 2.1. Findings and Deten11 nations. The

L
' ' Board has caused various engineering reports and surveys

' and economic and environmental studies to be made and

submitted to it relating, among other things, to the pro-

spective needs for electricity for all uses on the part of
the members of the System and the other Participants. After

.

due consideration and analysis of said reports, surveys
,

and studies, the Board hereby finds and determines as follows:

A. 'The acquisition and construction by the

System of the WPPSS No. 4 Project, the construction by

thef System and the acquisition by it of a 70% Ownership

: Share of' the .WPPSS No'. 5 Project and the acquisition by -

the System of a 15% Ownership Share of the Skagit Project
* are necessary and advisable in order to provide for the -'

O prospective power needs of the Participants, and the dis- .)
position of the power and energy therefrom, substantially

,

as provided in the Participants' Agreements, in the WPPSS-*

.

No. 5 Project Ownership Agreement and in the Skagit Project
, .

Ownership Agreement, will result in substantial economies

and advantages to the Participants, the people of the

State of Washington and the Pacific Northwest,, and said

Projects are. economically feasible and urgently required
,

td conserve the resources of the region.l~

B. The power end energy which will be produced

by the System's ownership Shares af the Initial -'.'rojects can*

*
be disposed of at prices sufficient, with all other avail-*

'abic revenues, to retire the Bonds, to establish reserves

as herein provided. to retire the revenue' notes of the
.

. System heretofore issued in connection therewith and;
p:

to pay the costs of operation and maintenance thereof

-

I Section 2.1
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and renewals, replacenwnts and repairs thereto.j.
C. The public interest, welfare, convenience

'and necessity require the acquisition and construction by
.

the _ System of the WPPSS No. 4 Project, the construction

by_ the System and the acquisition by it of a 707. Ownership
Share of the WPPSS No. 5 Project and the acquisition by the

System of a 157. Ownership Share of the Skagit Project as

a separate utility system for the purposes of supplying. s

the power needs of the Participants which are members of the
,

System, the inhabitants thereof, and any other persons,
,

including public or private corporations, within or

without liinits, with cicetricity for all uses.
The System's acquisition and construction ofD.

the WPPSS No. 4 Project, its construction and acquisition of

an Ownership Share of the WPPSS No. 5 Project and its acqui-

sition of.an Ownership Share of the Skagit Project will properly
and advantageously centribute to the conduct of the business

( of the System in'an efficient and economical manner.

SECTION 2.2 Plan and Svstem. The System hereby

specifics'and adopts the plan and system hereinafter set
forth for its acquisition and construction of the WPPSS No.

4 Project, its construction of the WPPSS No. 5 Project and

acquisition of an Ownership Share thereof and its acquisi--

tion of an Ownership Share of the Skagit Project, the fore-

going to constitute a separate utility system ~"

A. The System shall construct and acquire sole

ownership of a nucle :r electric generating plant and associated -

facilities having an installed nameplate rating of approx-
,

imately 1,250,000 kilowatts, presently scheduled to be

placed in commercial operation about March, 1932, and to

be known as Washington Public Power Supply System Nucicar

$ Project No. 4.

B. The System shall construct, and acquire a 707

f .(

I section 2.2
,
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+

Ownership Share of, a nuclear elect ric generating plant.andt

associated facilitics having an installed nameplate rating of
)approximately 1,240,000 kilowatts presently scheduled to

be placed in commercial operation about September,1983,

.and to be known as Washington Public Power Supply System

Nuclear Project No. 5.

C. The System shall acquire a 15% Ownership Share

of two nuclear electric generating plants and their asso-

ciated facilitics, each having an installed nameplate rating
,

of approximately 1,270,000 kilowatts, presently scheduled to

bc ,placed in commercial operation aboet July,1981, and July,
1983, respectively, to be known as the Puget Sound Power

& Light Skagit Nuc1 car Power Project, Units 1 and 2.

D. Each of said Projects or units thereof shall

include, but shall not be limited to, a nucicar secam supply

system, reactor coolant system and all related containment

structures and safety features, including all instrumenta-

tion, control and auxiliary systems required therefor;

turbine-generators, condensers, circulating water systems, )
including cooling towers or cooling ponds and related<

facilities, electrical and mechanical systems and all

other equipment, facilities or appurtenances thereto;

all electrical facilitics required to deliver the output

of said Project to the Federti Columbia River Power System0

or a Participant's transmission systen or to the trans-
,

mission facilities of the companies as to be provided in

the Participants' Agreements, the WPPSS No. 5 Project

Ownership Agreement and the Skagit Project Ownership

Agreement, as the case may be, all structures, railroad

sidings, shops, warehouses, construction facilitics, offices,

dwellings and all other structures, fixtures, equipment or

facilitics used or useful in the construction, maintenance

operation and administration of said Project and all necess-

ary water rights, development rights, permits, licenses,

.f 6
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{ 1 eases, . easements and rights-of-way.
,

E. The . System shall co'nstruct and acquire any -

additional transmission and switching facilities necessary
'

' ' or desirabic for' delivery of-its'0wnership Share of the
a.,

'

output of the Projects to the Federal Columbia River"

,

Power System or to such other. point agreed upon by

^ a Participant and the System to the extent not otherwisc

provided for in the said Ownership Agreements.'

F. The sites of the Projects are as
,

follows:

' (1) The site of WPPSS No. 4 Project shall
3 .

be locate"d within the dnited States Energy Resources

' Development Agency's -Hanford Reservation in Benton
,

County, Washington, about 2.5 miles west of the -

I Columbia River at river mile 352 in Sections 3, 4, 33'

and 34, Townships 11 North and 12 North, Range.
'

' 28 East, Willamette Meridian, Benton County,

$]'; .

State of Washington, such site being about 0.7
,

miles' east and 0.3 miles north of ' the System's

Washington Public Power. Supply System Nuc1 car-
*

Project No. 2 presently under censtruction about;
3.5 miles north of the City of Richland, Washington.

~(2) The site of WPFSS No. 5 Project shall be
.

located in Township 17 North, Range 6. West,

.Willamette Meridian, Grays Harbor County, State
_

,

of Washington, about 3 miles' south of the City

of Satsop, Washington, and about'17 miles cast.

[ of the City of Aberdeen, Washington.
'

.

(3) The site of the Skagit Project shall*
.

,be located in Township 35' North, Range 5 East,I- -

Willamette Heridian, Skagit County, State of
''

Washington. about 5 miles east of the City of Sedro'

Woolley, Was'hington, and about 12 miles northwest ~of
;

[ . the City.of Mount .Vernon, Washington.
'/

e
-
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G. .The System shall obtain or cause to be obtained .

_

all permits and licenses required of.the System by any -

- regulatory agency or. governmental . authority having jurisdic -,'
tion and any other licenses, permits, approvals, casements-

or legal rights of any kind required of the System for, used
.or useful in connection with the acquisition, construction,-

: maintenance and operation _of- the Frojects.

-H. The System shall acquire.or cause'to be-
~

acquired by Icase or purchase' its ownership Share of Fbel.
.

I. The System shall acquire.or cause to be acquired
.

.its 0wnership Share of all tools, equipment, spare parts,-

automotive equipment, instruments, operators' dwellings,

warchouses and other associated and related property

necessary in connection wi h the acquisition, construction,
maintenance, operation and administration of any Project.

J. The System shall acquire or cause to be acquired
.-

its Ownership Share of all lands, rights in land, Icases,
i easements, permits and other physical property related to )

~

or necessary for use in connection with any. Project,

together with all.and singular, the tenements, hereditaments

and appurtenances belonging or in anywise appertaining there-

to or any part thereof.

K. The System's interest in any additional works,

plants or facilitics subsequently acquired or constructed

by the System for the same uses, whether or.not physically
,

connected therewith, if so authorized by resolution of the

. Board, may become additions or betterments to or extensions
.

of the Projects.

L. .The System shall cause to be made any and all

surveys, studics, appraisals and financial and engineering

investigatious necessary or incidental to the location,
''

- acquisition and construction of Lhe electric works, plants
and facilities of the Projects and the placing of the same

into operation, including all such surveys, studies,
}

-
,
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l' investigations and'other work necessary to comply with all
environmental laws and with all environmental orders, regu-

lations and standards of any federal or state agency having

jurisdiction over the Projects now or hereaf ter in effect.
.

M. To the full extent not inconsistent with the
'

aforesaid Ownership Agreements, the System may commence and

prosecute such proceedings in eminent domain as this Board

may deem advisable in order to carry out the acquisition .

of all properties, works, plants and facilitics as hereinabove.

. provided.' *

SECTION 2.3, Modification of Plan and Svstem.

In the event that the System shall find that any order

or standard of the Thermal Power Plant Site Evaluation
Council of the State of Washington, or any other governmental

agency or authority having jurindiction, makes it advisable
that the site of any Project, as referred to in paragraph F

,

of Section 2.2 hereof, be changed, or that the feasibility
g,

of any Project, or unit thereof, will be improved by a
change of site, then the System shall adopt an amendatory

resolution providing for such alternate site within the.

State of Washington which the System finds may be feasibly

interconnected with the Federal Columbia River Power

System and, to the extent required by the WPPSS No. 5

Project Ownership Agreement or the Skagit Project Ownership

' Agreement, with the transmissien systems of the other

parties thereto. In such event, the System shall make
such further changes in the plan and system set forth in

this Section as it may deem reasonably required to conform

to such change in site; provided, however,'there is filed
.

with the Secretary of the System and the Bond Fund Trustec

a certificate of the Construction Engineer for the WPPSS

No. 4 Project or the WPPSS No. 5 Project, in the case of a
,

change of site of either of such Projects or of' the Consul' ting'

' Engineer, in the case of the Skagit Project, which shall

I' Section 2.3
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certify that in his opinion such change (1) is appropriate;

to meet the order or' standard of such governmental agency or

authority, or (2) will result in-improvement of the feasibility
of such Project.

The System may modify any other details of the fore-

going plan and system, including modification to make provisions
for the installment of additional facilities in any of the Pro-

-jects. .If any such modification occurs during the Period of
Construction of any Project, the System shall file with the

,

Construction Fund Trustee and the' Bond Fund Trustee certificates

of the System and of (a) the Construction Engineer therefor in the
case of a modification to the WPPSS No. 4 Project or the 'JPPSS No. 5

Project or (b) the Consulting Engineer,in the case of a modification tc
the Skagit Project,as to the matters set forth below, and if such
modification occurs after the Period of Construction thereof, the

System shall file with the Bond Fund Trustee certificates of

the System and the Consulting Engineer as to the matters set

forth below. Such certificate of the System, the Construction r

Engineer and the Consulting Engineer shall provide that in the

opinion of the signers such modification (i) does not substan-

tially change the plan and system specified in Section 2.2 of-

this Resolution, and (ii) is proper and necessary for the
'

efficient and economical operation and maintenance of the
,

Project with respect to which such modification is made.

'

SECTION 2.4. Cost of Plan and System. The estimated

cost of the plan and system herein specified and adopted for-

I the acquisition and construction of the System's ownership
i

Shares of the Projects, including as a part of such cost

funds necessary to be paid or set aside for Fuel, for working

capital for the operation thereof, for reserves, for the pay-

I ment of expenses heretofore and hereaf ter incurred in the

acquisition and construction thereof, and the repayment of

I-

g Section 2.4
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revenue notes of the System heretofore or hereaf ter issued
3

for the purpose of paying the cost of preliminary work and

expenses in connection'with the System's ownership Shares of

the Projects, is hereby declared, as near as may be, to be the

sum of Dollars ($ ).

.

SECTION 2.5. Sufficiency of Revenues. The gross

revenues and proceeds to be derived by the System from the

operation of the System's Ownership Shares of the Projects at
the rates and charges to be charged for the power and energy

furnished thereby will be sufficient, in the judgment of the
'

Board, to acet the System's Ownership Shares of all expenses

of operation and maintenance of the Projects, to meet the
~

System's Ownership Shares of the costs of all necessary repairs,

replacements and renewals thereto and to permit the setting

aside out of such gross revenues, in the special fund created

pursuant to the provisions of Section 6.2 of this Resolution,

{
of such amounts as may be required to pay the principal of

and interest on the Bonds as the same become due and payable.
..

i

.I
!

f
I 6' Section 2.5
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ARTICLE III

AUT110RIZAT10N AND ISSUANCE OF BONDS }

SECTION 3.1. Authorf ration of Bonds. There is

.
hereby created and established an issue of Bonds of the System

to be known as the ." Electric Revenue Bonds" (the " Bonds") - which

Bonds may be issued pursuant to'the terms, conditions and limita-
~ ~ ~

tions of this Resalution in serie's, in such amounts and from

time to time, as may be required to pay the Cost of Construction

of the Projects,to provide working capital for the operacion*

thereof, to establish reserves as herein provided, to retire the

revenue notes of the System heretofore or hereafter issued in
connection with the Initial Projects and to obtain funds for the

corporate purposes of the System specified in Section 6.17 hereof.

SECTION 3.2. Authorization of 197 Bonds. There is

hereby authorized to be issued a series of
.-

Million Dollars ($ ) principal amount of Bonds,
- 0 Series of 197_ (the "197_ Bonds") , to pay a part of -the Cost of

' Construction of the Projects,to establish reserves as herein

provided and to retire the outstanding principal amount of
revenue notes of the System issued in connection with the Projects,

which 197_ Bonds shall bear interest at the rates and shall mature
on 1, in numerical order, lowest numbers first, in each

of the years and in the amounts as shown below:

Interest Interest.

Year Amount Rate Year Amoun t Rate*+

*

|

l
.

[It is contemplated that the principal maturities of the

197_ Bonds at applicable rates of interest, together with any
mandatory sinking fund "ayments will, beginning in the year 198_,

Section 3.1
'Section 3.2 20 -
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be so arranged as to result in substantially equal annual
,,.

i debt service pays.ents.]

The 197_ Bonds maturing on 1, 20__, shall

be redeemed by sinking fund installments which shall be

accumuisted in the Bond Retiremect Account in the Bond Fund

(hereinafter created and established) in amounts sufficient to
redeem on 1, of each year the principal amount of

suen 197_ Bonds specified for each of the years shown below:

Year Amount- Year Amount Year Amount
.

The 197_ Bonds shall be issued either in coupon

form (hereinafter in this Article called "197_ Coupon Bonds"),

registrable as to principal only, or in the form of fully

g registered Bonds (hereinafter in this Article called "197_
Registered Bonds"), or a combination of both forms, and may
contain such variations, amounts and insertions as are incidental

to such differences of numbering, denominations and forms,

including variations in the provisions for the registration
and transfer of said 197_ Bonds. 197_ Coupon Bonds shall be

issued in the denomination of $5,000. 197_ Registered Bonds

may be issued in the denomination of $5,000, or any multiple of

$5,000. 197_ Coupon Bonds and 197_ Registered Bonds initially'

issued shall be dated , 197 . 197 Registered

Bonds issued upon exchanges and transfers of 197_ Registered

Bonds and upon exchanges of 197_ Coupon Bonds for 197_

Registered Bonds, as hereinaf ter provided, shall be dated so

that no gain or loss of interest shall result from such exchange

or transfer. 197_ Coupon Bonds shall be numbered from 1 upwards,

and 197_ Registered Bonds shall be numbered from R-1 upwards.

Each 197_ Bond shall bear interest from the date thereof.

( Interest on the 197_ Bonds shall be payable semi-annually on

I 21
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1 and l' of each year , beginning 1,

19_, but , except as to any 197_ Registered Bond, only upon. j
presentation and surrender of the respective interest coupons

attached as they severally become due. Each of such coupons

. shall be numbered in order of its respective maturity. 197_.

Coupon Bonds may be registered as to principal only in accordance

with the provisions of Section 4.3 of this Resolution.
... __,

_. . . . . .. . .-

SECTION 3.3. Redemption of 197 Bonds. At the

option of the System, the 197_ Bonds shall be subject to
,

redemption prior to maturity on or after , 19_,,

as a whole at any time, or in part from time to time on any

interest payment date and in the inverse order of their maturities

(and in the event that less than all of the 197_ Bonds of a
maturity are called for redemption, the parcicular 197_ Bonds
of such maturity to be redeemed shall be selected by lot),

upon published notice as provided in Article V of this Resolution,
at the redemption prices with respect to each 197_ Bond, expressed

t as a percentage of the principal amount of the 197_ Bonds to )
be redeemed, set forth below, together with the interest accrued

thereon'to the date fixed for redemption:

Period During Which Redeemed Redemption
(Both Dates Inclusive) Prices

,

.

|
provided, however, that the System further reserves the right

to redeem the 197_ Bonds maturing on 1, 20_ , prior

to the maturity thereof, upon published notice as provided in

Article V of this Resolution, in part on any interest payment
!

| date (a) on and after _ 1, 19_,,,, but only upon payment

of the principal amount thereof from the amounts credited to the
Bond Retirement Account in the Bond Fund pursuant to paragraph C

of Section 6.2 of this Resolution, and (b) on and af ter 1,

I
1 Section 3.3 - 22 -.f i
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19__'upon payment of per cent (- 7.) of the principal

[ amount thereof from excess. moneys available therefor in the

Bond Retirement Account in the Bond Fun'd resulting from the

payments therein pursuant to Section 6.15 of this Resolution,
s

in each case together with accrued' interest to the date of

redemption. .The' System further reserves the right to redeem

all of 'th'e 197_ Bonds, prior to the maturity thereof, as a
- whole at any time, or in part on any interest payment date

- in the inverse order of their maturities (and in the event
that less than all of the 197_ Bonds of a maturity are called

for redemption, the particular 197_ Bonds of. such maturity

to be redeemed shall be selected by lot), at any time on and

after 1, upon published notice as provided

in Article V of this Resolution, from moneys availabic therefor

in the Bond Retirement Account in the Bond Fund resulting

- from the payments therein pursuant to Section 9.7 of this

Resolution at the principal amount of the Bond or Bonds to

} be redeemed, together with accrued interest thereon to the

date fixed for redemption.

SEvTION 3.4. Authorization of Series of Bonds

Other Than 197_ Bonds. Subsequent to the issuance of the

197_ Bonds, the System may issue hereunder at one time or

from time to time an additional Series or additional Series

of Bonds by means c,f a Series Resolutien or Resolutions,' but

only upon compliar.cc with the following conditions:

(1) There shall have been delivered to the System

a certificate of the Bond Fund Trustee that no default exists
in the payment of the principal of, premium, if any, or interest

on any Bond and that all mandatory sinking fund redemptions,

if any, required to have been made shall have been made; and

(2) There shall have been delivered to the Bond
Fund Trustee a certificate of the Secretary of the Board that

(i) no default exists in the payment of the principal of or

( Section 3.4
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interest on the Bonds theretofore issued; (ii) there have been

no amendments of, or modifications to, any of the Participants' )
Agreements which would reduce the aggregate amount of the

payments provided for therein or which would release any of

the parties thereto from its obligations thereunder or which
would in any manner impair or adversely affect the rights

of the System or of the holders from time to time of the Bonds;

and (iii) said Agreements are in full force and effect.
.

(3) Each Series of Bonds, other than the 197_
.

Bonds, shall be dated, numbered and bear interest at the
f

rate or rates per annum and be payable, both as to principal

and interest, at such time or times and place or places as
,.

shall be prescribed in the Series Resolution or Resolutions

providing for the issuance thereof. The Series Resolution
authorizing the issuance of each Series of Bonds may also

provide that the Bonds of such Series shall be redeemabic

prior to their respective maturities at the option of the**

System at such time or times and dfDn sucn terms and conditions )
as the System may prescribe. Unless or except as otherwise

provided in the Series Resolution providing for the issusneea

' thereof, the Bonds of each Series shall be issued either in
.

coupon form (hereinafter, together with the 197_ Coupon Bonds,

called " Coupon Bonds") of the denomination of $5,000, registrable
.

as to principal only, or in the form of fully registered bonds
(hereinafter, together with the 197_ Registered Bonds, called

.

" Registered Bonds") of the denominations of $5,000, or any

multiple of $5,000, or a combination of both forms.

(4) The Series Resolution or Resolutions shall
contain an appropriate series designatica, shall specify the-

authorized principal amount of such Series of Bonds, shall

provide that the interest on such Series of Bonds shall be

payabic on 1 and 1, and the principal

payments and sinking fund payments for the retirement of term
,

Bonds in advance of maturity shall be payable on 1,
i

II - 24 -
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and shall specifyL such other provisions as may be required
-~ ( ' ' to be set forth therein by other provisions of this Resolution,.

and not inconsistent or in conflict with the provisions hereof,

as may be deemed necessary or advisabic by the System.

The System hereby covenants and agrees that it will

- take all lawful measures required to issue and sell from time

to time or at one time additional Series of Bonds to the
extent required to' enable the System to pay the remaining

balance of the Cost of Construction, to provide working capital
.

for the Projects and to make the payments to the Reserve Account
' in the Bond Fund and to the Reserve and Contingency Fund (here-a

inafter defined) required to be made from Bond proceeds.

.
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ARTICLE IV

CENERAL TERMS AND PROVISIONS OF BONDS )-

SECTION 4.1. Execution and Payment of Bonds. Unless

apr except as otherwise provided in the Series Resolution providing
for the issuance of any Series of Bonds,- the 197_ Bonds and all other

Series of Bonds shall be ' executed on behalf _ of the System with the

fdcs~fmile signature 'of the President of the Board and attested with

the manual signature of the Secretary of the Board or Treasurer of

the System and shall have the facsimile seal of the System imprinted
.

thereon, and the coupons thereto attached, if any, shall be executed

with the facsimile signatures of said President and Secretary. In

case any of the officers who shall have signed, attested, authen-

ticated, registered or scaled any of the Bonds or interest coupons
shall cease to be such officers before the Bonds and interest coupons

.

so signed, attested, authenticated, registered or sealed shall have

been actually issued and delivered, such Bonds and interest coupons

shall be valid nevertheless and may be issued by the System with
g

the same effect as though the persons who had signed, attested, )'
authenticated, registered or sealed such Bonds and interest coupons

hadnoyceasedtobesuchofficers. All Bonds shall be payable as
to interest, principal and premium, if any, in any coin or currency
of the United States of America which at the time of payment thereof

is legal tender for public and private debts, and, except as othcr-

wise provided in Sectica 4.7 hereof with respect to the payment of

interest on Registered Bonds, shall be payable at the principal.

office of the paying agent of the System for such Series of Bondse

in the City of Seattle, Washington, or, at the option of the holder,
at the principal office of either of the paying agents of the .
System for such Series of Bonds in the City of Chicago, Illinois,
or in the City of New York, New York, to be designated and ap-

pointed from time to time by resolution of the Board (hereinaf tere,

I
g| Section 4.1 - 26 -
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referred to co11cetively as the_ " Paying Agents").
{

SECTION 4.2. Bonds Are Nenotiable Instrument s. All of

the Bonds and the interest coupons attached thereto shall be

negotiable' instruments to the extent provided by Section 54.24.120
.

* of the Revised Code of Washington. Coupon Bonds, except while

registered as to principal otherwise than to bearer, shall pass
by-delivery. The registration of any Coupon Bond as to principal

only shall not affect the negotiability of the coupons thereto'

' - appertaining, which shall remain payable to bearer and pass by

delivery, whether or not the Bond to which any coupon appertains

is registered. The System, the Bond Fund Trustee, the Paying

Agents and any other person may treat the bearer (or if such

Bond be registered, the registered owner) of any Coupon Bond,

the registered owner of any Registered Bond, the bearer of any

Coupon Bond registered as payabic to bearcr and the bearer of any

coupon, whether or not the Bond to which said coupon appertains.

('. $ -is registered as to principal, as the absolute owner of such

Bond or coupon, as the case may be, for the purpose of making

payment thereof and for all other purposes, and neither the
.,

System nor the Bond Fund Trustee nor the Paying Agents shall be*
.

~ bound by any notice or knowledge to the contrary, whether

such Bond or coupon shall be overdue or not. All payments of

or on account of interest to any bearer of any coupon, or to

any registered owner of any Registered Bond (or to his assigns),

and.all payments of or en account of principal to any beare:

of any Coupon Bond (cr if such Bond be registered, to the

registered owner, or to any bearer of such Bond registered to

,

bearer), or to any registered owner of any Registered: Bond (or

to his assigns) shall be valid and effectual and shall be a

-discharge of the System, the Bond Fund Trustee and the Faying

Agents in respect of the liability upon the Bonds or coupons. .

or claims for interest, as the case may be, to the extent of the

sum or sums paid.

$ Section 4.2 ,g,
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SECTION 4.3. Registration Books: Registration of

Coupon Bonds as to Principal Ontv. The System will cause to be

kept at the principal office of the Bond Fund Trustee, as

Registrar, at all times while any of the Bonds shall be out-
standing and unpaid,. books fer the registration and transfer-

of such Bonds. Upon presentation to the Registrar for such

p.urposes by any bearer of any Coupon Bond, the System will,

under such reasonable regulations as (with the approval of the

Registrar) it may prescribe from time to time, cause such Regis-

trar to register in such books, in the name of the bearer or his.

nomince, the ownership, as to principal only, of any such presented

Coupon Bond and such registration shall be noted on the Bond.

Af ter such registration and notation, no transfer of any Coupon

Bond registered otherwise than as payable to bearer shall be

valid unless evidenced by a written instrument of transfer, in

form satisfactory to the Registrar and duly executed by the

* _
registered owner in person or by his duly authorized agent; but

i any Coupon Bond so registered may be discharged from registration )
and transferability by delivery may be restored, by a like
transfer to bearer similarly registered and noted, and after

o

such transfer to bearer such Bond shall be a bearer Bond. Any

such Coupon Bond may again, from time to time, in likc manner, be

registered as to principal only or be transferred to bearer. A
certificate evidencing each registration, transfer or discharge

from registration made pursuant to this Section shall be trans-
.

mitted by the Registrar to the System.

SECTION 4.4 Transfer of Registered Bonds. Any

Registered Bond may be transferred pursuant to its provisions at

{ the principal office of the Registrar by surrender of such Bond
for canec11ation, accompanied by a written instrument of transfer

in form satisfactory to the Registrar and duly executed by the

registered owner in person or by his duly authorized agent, and

thereupon the System will issue and deliver at the office of the
)

Section 4.3.
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Registrar (or send by registered mail to the owner thereof at
{

his expense), in the name of the transferee or transferees, a

new Registered Bond of the same series, form, interest rate,

principal amount and maturity, dated so that no gain or loss of

interest shall result from such transfer. To the extent of
denominations authorized in respect of any such Bond by the

terms thereof, or by the terms of this Resolution or the Series

Resolution providing for the issuance thereof, one such Registered

Bond may be transferred for'several such Registered Bonds of the
.

same series, form, interest rate and maturity and for a like

aggregate principal amount, and several such Registered Bonds

of the same series may be transferred for one or several such

Registered Bonds, respectively, of the same series, form, interest
rate and maturity and fer a like aggregate principal amount.

SECTION 4.5. Exchange of Bonds. The bearer of any

Coupon Bond which at the time is'not registered or is registered

0 as payable to bearer, and the registered owner of any Registered(
Bond or any Coupon Bond registered as to principal otherwise than

to bearer, unless and except as is otherwise provided in the

Series Resciution providing for the issuance thereof, may, at

any time, surrender the same at the principal office of the

Registrar, in the case of_ Coupon Bonds with all unmatured coupons

attached, and in the case of Registered Bonds or Coupon Bonds

registered as to principal with instruments of transfer satis-
.

factory to the Registrar, and shall be entit ' d to receive in
exchange therefor an equal aggregate principal amount .of Bonds

of the same series, interest rate and maturity, of any one or

more of the forms the issuance. of which have been herein provided

for; and th,e System will issue and deliver at the principal office
of the Registrar (or send by registered mail to the owner thereof

at his expense) the Bonds necessary to make such exchange,

f
}
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Whenever Registered Bonds with proper instruments of tran- )
for shall be currendered to the Registrar for exchange for Coupon

Bonds of the saee series, interest rate and maturity, the System

will issue and deliver at the principal office of the Registrar

.(or send by registered mail to the owner thereof at his expense)

in exchange a like principal amount of Coupon Bonds of the same

series, interest rate and maturity, in bearer form, and bearing

coupons so that no gain or loss of interest shall result from such
exchange. Nothing herein contained shall be deemed to authorize-

the execution and delivery of Registered Bonds of a Series of Bonds

except in the denomination of $5,000, or any multiple of $5,000,

except as otherwise provided with respect to any Series of Bonds

in the Series Resolution authorizing the issuance thereof.

SECTION 4.6. Disposition of Bonds Surrendered in

Exchange or Transfer: Charges for Exchange and Transfer. In every

case of an exchange of Bonds, and of a transfer of any Registered

Bond, the surrendered Bonds and coupons, if any, shall be held by )
the Registrar and a certificate evidencing such exchange or trans-

fer shall be transmitted promptly tu the System. All Registered

Bonds surrendered for exchange or transfer shall be cancelled.

.,Unicss or except as otherwise provided in the Series Resolution
authorizing the issuance of a Series of Bonds, Coupon Bonds

surrendered in exchange for Registered Bonds will be held by the

Registrar, who shall make provision satisfactory to the System

for the safckeeping of such Coupon Bonds. As a condition of

any such exchange or of any registration or transfer, the System

at its option may require the payment of a sum sufficient to

reimburse it for any stamp tax or other governmental charge that,.

may be imposed thereon. All Bonds executed and delivered in

exchange for or upon transfer of Bends so surrendered shall be

valid obligations of the System evidencing the same debt as the

Bonds surrendered, and shall be entitled to all the benefits

'l

fi
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and protection of this Resolution to the same extent as the Bonds
'l

~ in exchange for, or upon. transfer of, which they were executed

and delivered.

SECTION 4.7. Payment of Bonds and Interest. The Bonds

of each Series and coupons appertaining thereto c.ay be presented

for payment at the principal office of any of the Paying Agents
~ for such Series of Bonds. All Bonds and interest coupons upon the

payment thereof shall be canec11ed by the Paying Agents. A
.

certificate evidencing such canec11ation and any other cancellation
.

made pursuant to this Resolution by the Paying Agents shall be,

transmitted to the Bond Fund Trustee. monthly, and the Bond Fund
4 ,

Trustee shall, prior to the twentieth day of each month, furnish'

to the System copies of all certificates evidencing cancellation of
.

all Bonds and interest coupons in the preceding month, together

with a statement as to the Bonds and interest coupons paid in

said preceding month.
,

The principal of and interest on all Coupon Bonds and
, .

g
' the principal of all Registered Bonds of a Series of. Bonds shall

be payable at the principal office of any one of the Paying Agents-
for such Series of Bonds. Payments of the interest on the

Coupon Bonds shall be made only upon presentation and surrender

of the coupons, if any, representing such interest as tne same,

respectively, become due and payabic. Payment of the interest

on each Registered Bond shall be made by the Bond Fund Trustee

on each interest payment date to the person whose name appears

on the registration books of the System as the registered owner

thereof, by check or draft mailed to such registered owner*

at his address as it appears on such registration books.,

.

_

SECTION 4.8. Lost. Destroyed or Mutilated Bonds. In

case any Bond or any coupon thereto appertaining shall at any
time become mutilated or be lost, stolen or destroyed, the System

I in the case of such a mutilated Bond or coupon shall, and in the'

f
Section 4.7,
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case of such a lost, stolen or destroyed Bond or coupon in its .g

discretion'may, execute and deliver a new Bond or coupon of the

same series, interest rate and' maturity and of like tenor and

ef fect in exchange or subst.itutien for and _upon the surrender and

canec11ation of such mutilated Bond or coupons. appertaining

thereto, or in lieu of or in substitution for such destroyed,
stolen or lost Bond or coupons, or if such stolen, destroyed or

. lost Bond or coupons shall have matured, instead of issuing a

substitute therefor, the System may at its option pay the same
.

without the surrendcr thereof. Except in the case where a

mutilated Bond or coupon is surrendered, the applicant for the
issuance of a substitute Bond or coupons shall furnish to the

System evidence satisfactory to it of the theft, destruction or
loss of the original Bond or coupons and of the ownership

thereof, and also such security knd indemnity as may be required

by the System, and no such substituto Bond or coupons shall be

issued unless the applicant for the issuance thereof shall re-
g

imburse the System for the expenses incurred by the System in

connection with the preparation, execution, issuance and delivery

of the substitute Bond or coupons and any such substitute Bond

or coupons shall be equally and proportionately entitled to the
security of this Resolution with all other Bonds and coupons
issued hereunder, whether or not the Bond or coupons alleged to

have been lost, stolen, or destroyed shall be found at any time

or enforceabic by anyone. The System shall advise the Bond rund.

Trustee and the Paying Agents of the issuance of substitute

Bonds or coupons. All Bonds and coupons so surrendered to the

System shall be cancelled by it.

SECTION 4.9. Limitation nn Duty of System to Register,

Exchanne or Transfer Bonds. The System shall not be required (a)

to issue, transfer or exchange Registered Bonds for a period of

ten (10) days next preceding any interest payment date therefor,

)
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(b) - to issue, register, discharge from registration, transfer or

exchange any Bonds for a period of ten (10) days next preceding

any selection of Bonds to be redccced thereaf ter or for a period

of ten (10) days thereafter, or (c) to register, discharge from

registration, transfer or exchange any Bonds which have been

designated for redemption, within a period of sixty (60) days

next preceding the date-fixed for redemption.
.

SECTION 4.10. Destruction of Bends on Payment. Exchanne

or Transfer. All Coupon Bonds and interest coupons paid by any*

Paying Agent or the Bond Fund Trustee shall be cancelled and shall*

be cremated or otherwise destroyed by such Paying Agent or Bond
i

Fund Trustee, as the case may be, pursuant to such regulations,

i
consistent with the laws.of the State of Washington, as the Bond

Fund Trustee (with the approval of the System) shall prescribe.

All Registered Bonds cancelled on account of payment, transfer or

exchange shall be delivered to the Bond Fund Trustec and shall be.*

( ) disposed of by the Bond Fund Trustee in accordance with the in-

structions of the System.

SECTION 4.11. CUSIP Identification Numbers. At the
4

sole option of the System, CUSIP identification numbers may be

printed on the Bonds of any Series of Bonds, including the 197_

Bonds, but no such number shall be deemed to be a part of any

Bond or a part of the contract evidenced thereby, and no liability
shall hereaf ter attach to the System or any of the officers or

,

agents thereof because of or on acccunt of said CUSIP identifi-

catica numbers. -
.

.e

,
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-ARTICLE V

REDEMPTION OF BONDS .

~ SECTION 5.1. - Time o f Redemption. The Bonds which.

are subject to redemption prior to maturity shall be redeemed ~

in accordance with the provisions of this Article. The 197,_

Bonds shall be subject to redemption at the times, under the
~

conditions, and u'pon the payment of the redemption prices

specified in Section 3.3. hereof, and all other Series of
. Bonds shall be subject to redemption at the times, under the-

conditions, and upon payment of the redemption prices spect-

fled in the Series Resolution or Resolutions authorizing the-

issuance of such Bonds.

SECTION 5.2. -Selection of Bonds for Redemption.

'If less than all of a Series of Bonds are to be redeemed at
any time, they shall be redeemed in the inverse order of

maturities, and if less than an entire maturity is to be

0 redeemed, the Bond Fund Trustee shall determine by lot,- in }<

any manner deemed by it to be fair, the serial numbers of

the particular Bonds of such maturity so to be redeemed.

SECTION 5.3. Notice of Redemption. Notice of

any redemption shall be given by the System, or by the

Bond Fund Trustee in the name of the System, by publication

of a notice, which notice shall specify the citic, series,

maturities, letters and numbers or other distinguishing-

marks of the Bonds to be redeemed, the redemption date and

the place or places where the amount due upon such redemp-

tion will be payabic and, in the case of Registered Bonds

to be redeemed in part only, such notice shall also specify

the respective portions of the principal amount thereof to
be redeemed. Such notice shall further state that upen the

'date fixed for redemption there shall become due and payable

Section 5.1
Section 5.2 ]
Section 5.3
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upon each Bond to be redeemed the principal. amount thereof
{

plus the premium, if any,' due thereon upon the said redemption

date,.together with interest accrued to the redemption date,
and that from and after the redemption date interest thereon,

or on the portion of any Registered Bond to be redeemed in

part (unless the System shall default in the payment of the

Bonds, or.of the portion of any Registered Bond so to be

redeemed in part) shall cease to accrue and become payable.

Such notice shall be published at l' east once on any business

day of the week in daily financial papers, or in daily news-

papers of general circulation printed in the English language,
,

published in each of the cities of Seattle, Washington, Chicago,
Illinois, and New York, New York, the date of publication to
be not less than thirty (30) nor more than sixty (60) days

prior to the date fixed for redemption. If, because of the

temporary or permanent suspension of the publication or .,

general circulation of any financial paper or newspaper in
( any particular city, the Bond Fund Trustee deems it impossibic

to publish any such notice of redemption in such city in
the manner herein provided, then there shall be made in lieu'

thereof such publication as shall be approved by the Bond

Fund Trustec, and the same shall censtitute a sufficient pub-

lication of such notice. The Bpud Fund ' trustee shall also

mail a copy of such notice, postage prepatd, not less than

twenty-five (25) days nor more than sixty (60) days before

the redemption date to the registered owners of Bonds which

are to be redeemed in whole or in part at their last addresses,

if any, appearing upon the registry books, but such mailing
shall not be a condition precedent to such redemption, and

failure to mail or to receive any such notice shall not

affect the validity of the proceedings fer the redemption of

Bonds. The System shall give written notice to the Bond
Fund Trustee of its election to redeem Bonds at 1 cast forty-

( five _(45) days prior to the redemption date, or such shorter
,

3
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period as shall be acceptabic to the Bond Fund Trustcc, and j
if notice of redemption is to be published by the Bond Fund

Trustee, such notice shall contain all the information neces-
y

sary to enable the Bond Fund Trustee. to publish the notice of

redemption in the manner aforesaid. As to Bonds' which are

redeemable by the Bond Fund Trustee without action being

taken by the System under the terms of this Resolution, the
;t

Bond Fund Trustee shall proceed to publish notice of redemp-

tion of such Bonds at the time specified in this Resolution-

without further direction from the System. Whenever notice

,of redemption has' been duly given as herein provided, the
.s

Bond Fund Trustee shall, not later than two (2) business

days prior to the date fixed for redemption in such notice,
transfer to the Paying Agents for the Bonds so to be redeemed

amounts in cash which, in addition to other moneys, if'any,

held by such Paying Agents for such purpose, will be suffi-

cient to redeem on the redemption date all the Bonds so to ,.

be redeemed. ,

SECTION 5.4 Payment of Redeceed Bcnds; When

Interest on Bonds Called for Redemption Ceases to Accrue.

Notice having been given by publication in the manner provided

in Section 5,3 hereof, the Bonds or portions thereof so called

for redemption'shall become due and payable en the redemption
'

date designated in said notice and tne Paying Agents shall'

# make payment thereof upon presentatien and surrender thereof
'

at the offices of the Paying Agents specified in such notice,

together with, in the case of Bonds registered otherwise than

j to bearer and for which payment Ls requested by a person _other

! than the registered cwner, a written instrument of transfer

duly executed by the registered owner or his duly authori:ed

| attorney, and, in the case of Coupen. Bonds, with the pertinent
1

y coupons maturing subsequent;to the redemption date. In the
,

I '

event there shall be drawn for redemption less than all of
;-

| SectIon5.4
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I the Bonds represented by a Registered Bond, the System shall

execute and the paying Agents shall deliver upon the surrender

of such bond without charge to the registered owner thereof,

for the unredeemed balance of the principal amount of the

Bond so surrendered, either Coupon Bonds or a Registered

Bond or Bonds of the same serics, interest rate and maturity,

in either the denomination of such unredeemed balance or in
any of the authorized denominations as shall be requested by-

the registered owner of the Registered Bond so surrendered;-

provided, however, that the System nay, by agreement with'

the registered owner of any Registered Bond, make payment

of the redemption price of a portion of such Registered Bond

directly to the registered owner thereof without presentation
or surrender thereof upon such terms and conditions as the

The Bond Fund TrustecSystem may consent to in such agreement.

and each Paying Agent shall be advised by the System of each

such agreement and shall be entitled to' rely thereon, and to
g

make payments in accordance therewith, until notified by the

System of the termination of such agreement. If moneys for

the redemption of all the Bonds, or pertions thereof, to be

redeemed on any redemption date, together with interest

accrued to the redemption date, shall be held by the Paying

Agents so as to be availabic therefor on the date fixed for

redemption thereof, and if notice of redemption of said Bonds

shall have been published as provided in this Article, then*

from and after the redemptien date interest on the Bends or

portions thereof so called for redemption shall cease to
accrue and become payable, and the coupons for interest per-

taining thereto maturing subsequent to the redeitption Jate
shall be void and all Bonds or portions thereof so calicd

for redemption shall be payable solely from the moneys set

|
aside for the payment thereof with the Paying Agent s , e'id

said Bonds or pertions thereof shall no longer be secured

(
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b'y the lien on and pledge of the revenues of the Projects; )
'

provided, however, that such lien and pledge shall continue
in full force and effect as to the portion of any Registered
Bond not called for redemption. If moneys shall not be

,

available on the redemption date specified for the payment

of any Bonds, or portion of Registered Bonds, for the payment 1

of such Bonds or portions thereof as shall have been called

for redemption, such Bonds or p'ortions thereof shall continue

to bear interest until paid at the rate they would have borne-

i
had they not been called for redemption and shall continue

.

to be. secured by the lien on and piedge of the revenues of

the Project herein created for the security and payment

thereof.
t

SECTION 5.5. Redeemed Bonds Not To Be Reissued,

No Bonds or coupons shall be issued in lieu of Bonds or

coupons paid or surrendered upon any exchange or tt<asfer
i except as expressly provided by this Resolution. },

,

r
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CREATION OF SPECIAl, FUNDS /8D ACCOUNTS
AND PAYPINTS TilERETP.OM

S5;CT10N 6.1. Revenue Fund. There is hereby created

a special fund of the System to be known as the " Projects Revenue

Fund" (hereinafter referred to as the " Revenue Fund"),'the exis-

tence of which shall be continued for so long as any bonds issued

pursuant to.this Resolution are outstanding and unpaid. Upon
and af ter the issuance of any bonds issued pursuant to this Res-

,

olution, the System covenants and agrees that it will pay into
the Revenue Fund as.promptly as practicabic after receipt thereof

.all income, revenues, receipts and profits derived by the

System through the ownership and operation by it of the

Projects and all other moneys required to be deposited

in the Reserve Fund pursuant to this Resolution (other

than amounts expressely required by this Resolution to be
,

deposited in any other fund); and further covenants and agrees
g

( . that all such income, revenues, receipts, profits and other

moneys shall be trust funds in the hands of the System and s' hall

be used and applied as provided by this Resolution, solely for

the purpose of paying the principal of, premium, if any, and
interest on the bonds issued pursuant to this Resolution, the

costs of operating and maint:Lning the Prejects, and all other
. costs, charges and expenses in connection therewith, and for the

purpose of making repairs, renewals and replacements to, andi

additions, betterments and improvements to and extensions of the

Projects, and for the parpose of paying all other charges or

obligations against said revenues. income, receipts, profits and

other moneys of whatever nature new or hereafter imposed thereon

by law or contract, to the payment of which for such purposes said,
,

revenues, income, receipts profits and other moneys are hereby

pledged.

The pledge of the income, revenues, receipts, profits'

( and other moneys hereby made by the System shall be valid and

g j binding from the time of the adoption of this Resolution. The
'

Section 6.1
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J said income, revenues, receipts,- profits and other moneys so pledged -~

and.hereaf ter received by the ~ System shall immediately be subject -
~

y
to'the lien of s'uch pledge without any physical delivery or furthdr*

act,- and the _ lien of the aforesaid pledge shall be valid and

binding ~ as against any ' parties having. claims of. any ' kind in tort,
>

. contract or otherwise against the| System : irrespective of whether
x-

such parties have notice of the foregoing pledge.
'

Moneys in the Revenue Fund not required for immediate

: disbursement-for the purposes for which said Fund is created-

shall, to tbe - fullest extent' practicable and reasonable, be in-
.

vested and reinvessed by the System solely in, and obligations .

~ deposited.. in said Fund shall be,' Investment Securities of the

types described ~1n clause's (1) through (4), inclusive, of. para-

graph (n) of Section 1.1 hereof, maturing or subject to redemption

at the option of the holder thereof, at or prior-to the estimated
time for the disbursement of such moneys. All. income resulting

from the investment or reinvestment' of funds on deposit in the

Revenue Fund received prior to July 1,1985, or the Date of
0 Commercial Operation of any of the Projects or any unit of 'the )

- Skagit Project, whichever is earlier, shall be paid over to
the Construction Fund Trustee for deposit in the Construction

Fund. All such investment income received thereafter shall
accrue to and be deposited in the Revenue Ft.nd.

Nothing-contained in this Section 6.1 shall be construed

to require the deposit into the Revenue fund of any of the revenues,

income, receipts, profits or other moneys of the System derived by

the System through the ownership or operation of any electric -

utility properties of the System acquired or constructed as a sep-
arate system and not constituting a part of the Projects, as defined
in this Resolution, heretofore or hereaf ter created er established.

'SECTION 6.2. Bcod Fund. There is hereby created a

special fund of the System to be kncwn as the " Projects Bond Fund"

(hereicaf ter referred to as the '' Bend . Fund"). The Bond Fund shall

I be held.and administered by the Bond Fund Trustee appointed as
I

-Seccion 6.2
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provided for in Section 7.2 hereof, and shall, except as otherwise.|
provided in Section 6.2D, be used solely for the purpose of pay-

ing' the principal of, premium, if any, and interest on the Bonds,"

_ and of retiring the Bonds prior to maturity in the manner herein -
'

provided. The System hereby obligates and binds itself irrevoca-
.

bly to set aside and to pay (to the extent not otherwise provided),
out of the revenues, income, receipts, profits and other moneys

of the Projects theretofore paid into the Revenue Fund, to the
Bond Fund Trustec, in trust'for the account of the Bond Fund,-~

.

certain _ fixed amounts, without regard to any fixed proportien of

Esaid revenues, income, receipts, profits and other moneys,

sufficient to pay the principal of, premium, if any, and interest.
on all the bonds from time to time outstanding as the same

respectively become due and payable. Such fixed amounts to be

paid to the Bond Fund Trustee and into the Bond Fund shall be as
follows and in the following order of priority, to wit:

-
.

A. . There is hereby created for the purpose of paying-
g,

( the interest on outstanding Bonds as the same becomes due and-

payabic an Interest Account in the Bond Fund (hereinaf ter referred
.

to as the " Interest Account").
Commencing with the last day of the month following the

month in which occurs the Date of Commercial Operation of any

Project or unit thereof, and on or before the 25th day of each
calendar month thereafter, to and including June,1985, or the

month in which occurs the Date of Commercial Operation of the*

last Project, or unit of the Skagit Project, to be placed in
commercial operation, whichever is earlier, the System shall pay

or cause to be paid from the Revenue Fund into the Bond Fund for
,

,

credit to the Interest Account, an amount equal to the interest

on the Bonds accruing in such month multiplied by a fraction the

numerator of which is the sum of the System's ownership Shares
..

of the capacity, expressed in kilewatts, of each Project placed
in commercial operation (or If any Project or unit thereof is

( placed in conmercial operation at less than one hundred per cent ,

I
,

l-f I -4i.
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(100%), of' capacity, the System's Ownership Share of the capacity g

expressed in kilowatts,.at which_such Project or unit has been
declared to be in commercial operation), as of _ the first business

day of such month, and the denominator of which is the sum of the

- System's Ownership Shares of the nameplate racing of each of the
,

Projects.
t

Commencing with the 25th day of the month following the

month in which occurs .the Date' of Commercial Operation of the last

Project or unit of the Skagit. Project to be placed in commercial*

thereof is inoperation (and whether or not any Project or unit'

less than one hundred per cent. (100%) ofcommercial operation at

capacity), or on July __,1985, whichever month occurs earlier,
and on or before the 25th day of each calendar month thereafter,~

the System shall pay or cause to be, paid from the Revenue Fund '

into 'the Bond Fund for credit to the Interest Account an amount
if the same amount' were so paid and credited to thesuch that,

.
.

Interest Account on the 25th day of each succeeding calendar).

month thereafter and prior to the next date upon which an instal'

ment of interest falls due on the Bonds, the aggregate of the

amounts so paid and credited to the Interest Account would on.

such date be equal to the installment of interest then falling

due on all Bonds then outstanding.

Payment of interest accruing on Bonds prior to July 1,

1985, not provided for by payments from the Revenue Fund in

accordance with the two preceding paragraphs shall be provided
.

*

for by transfers to the Bend Fund from the Construction Fund,
therein.including the Construction Interest Account.

In making the credits to the Interest Account required

by this subsection A, any amounts paid or to be paid into the
,

Bond Fu6d and credited to the Interest Account representing

accrued interest received en the sale of bonds, interest earned

on the investment of noneys credited to the Interest Account and

amounts to be transferred f rom the Construction Interest Account
shall be tcken into consideration and alloved for,

f
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There . is also hereby created for the: purpose of ;)

7 B.7
_ &, X

- f paying outstanding serial Bonds as they mature a PrinElpal Account
.

,

_
_ ._

'
,' .<

in the Bond Fund (hereinaf ter referred to as' the " Principal
. '

" Account''). On or before the 25th ' day 'of July: . ,1985, in the case
~

' ' * - of Bonds maturingion July 1,1986 and on or before! the 25th day

.of the twelfth' monthl prior to th'c date upon which an installment-.

.

.$ .

'

of I rincipal of the 'scrial: Bonds maturing af ter July 1,1986 falls~ -

4: p

" .du'e,;and on or before the 25th day of each succeeding calendar-

month 'thereafter and prior.to_the date upon which such install-'
-

e

ment of. principal of' serial Bonds falls dae,: the System shall pay- _'
-

.,

st: ,

or cause'to be paid into the Bond rund'to the credit of ther

Priticipal Account an amount such that, . if the: same amount' were so

paid and credited to the Principal Account on the 25th day of each -

- succeeding calendar. month thereafter and prior to such date upon
T _ .. . .

which an installment of principal falls due on the serial Bonds,

the' aggregate ;of. the amounts so paid and credited to the Principal
'

Account would on'such date be equal to the installment of prin-~'

i
l cipal then. falling due.

*

,

C., There is also hereby created for the purpose of meet-

-M ing the specified sinking fund installment requirements of any

outstanding term Bonds a Bond Retirement Account in the Bond Fund

(hereinafter referred to as the " Bond Retirement Account"). On' -

or before 'the 25th day of each of the twelv. months immediately

prior to the date upon which a sinking fund installment is payable
with respect to the term Bonds of each Series of Bonds, including

.

the 197,, Bonds, the System shall pay or cause to be paid into

the Bond Fund to the credit of the Bond Retirement Account for
,

the purpose of retiring the term Bonds of such Series an amount

)I such that, it.the same amount were so paid and credited to the
' Bond Retirement Account for such purpnse on the 25th day of each

succeeding calendar month thereafter, and prior to the next date
c.-

upon which a sinking fund installment falls due, the aggregate*

of the amounts so paid and credited to the Bond RetirementJ~ g

L'f
Account for the purpose of retiring the term Bonds of such Series .

;
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would be suf ficient to redeem the 197_15cnds due 1,

-20,,,, in the principal amounts and at the times specified in

Section 3.2 of this Resolution and to redeem the' term Bonds of'

all other Series of Bonds in the principal amounts and at the

times specified in the Series Resolution or Resolutions authoriz-

ing the issuance of such Series of Bonds.
The Bond Fund Trustee shall apply all or substantially

for the- all moneys credited to the Bond Retirement Account

retirement of the term Bonds of ench series of Bonds to the
.

retirement of such Bonds by purchase at prices not exceeding the

then applicahic-redemption price (in which event the principal
amount of such Bonds required to be redeemed on the next sinking

-,

fund installment date shall be reduced by the ' principal amount

of such Bonds so purchased), or if unable to purchase such Bonds

at such prices, the Bond Fund Trustee shall on any interest

payment date apply said moneys to the retirement of such term

Bonds by redemption in accordance with the provisions of this
0 Resolution and the supplemental resolution or resolutions }

,

authorizing such Bonds, or by a combination of purchase and

redemption; provided,- however, that unless otherwise directed by

the System not less than $100,000 aggregate principal amount of

such Bonds shall be called for redemption at any one time. Any

such purchase of term Bonds by the !?ond Fund Trustec may be made

with or without tenders of Bonds pursuant to published notice, in

such manner as the Bond Fund Trustee shall in its discretion deem
to be in the best interests of the Sy4 tem, provided that the

. System may direct the Bond Fund Trustee in any method to be fol-

lowed in purchasing such Bonds. All expenses in connection with

the purchase or redemption of such Bends shall be paid by the

System from the Revenue Fund, or if no funds are available there-

in, from the Reserve and Contingency Fund.
i. In the evenc that moneys in the Bond Retirement Account,'

ott.cr than moneys credited thereto as sinking fund installments
i

pursuant to this Resolution or any resolut ten suppicmental hereto,
)

,
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7jn are to be applied to the retirement of term Bonds, the System may

apply such moneys' to the purchat.e of nurh nomis and niay det enninc
<

from which Series such purchases shall be made and may elect that

all such purchases shall be made from only one Series or from

more than one Series.: Any such' moneys not applied to the purchase -

of such Bonds shall be applied to the redemption of term Bonds of -

each Series in the proportion which - the principal amount of term

-Bonds of such Series then outstanding bears to the total princi-

pal amount of term Bonds then outstanding.
.

LThe-accrued interest payabic on any Bonds purchased or
.

redeemed with moneys credited to the Bond Retirement Account in

the Bond Fund for the purpose of meeting the specified sinking

fund installment requirements of any term Bonds shall be ' paid

from moneys credit'ed to the Interest Account therein.

D. There is also hereby created a Reserve Account in the

Bond Fund (hereinaf ter referred to as the " Reserve Account").
.

~ From the proceeds of the saic.of Bonds of each Series, including
g

the 197; Bonds, there shall be deposited in the Reserve Account

an amount of cash equal to the largest amount of interest required

to be paid with respect to the Bonds of such Series during any

six-month period from the date of such Bonds to the final maturity
date thereof. So long as any Bonds of a Series of Scnds are

outstanding, there shall at all times be maintained in the Reserve

Account, in addition to the amount required to be maintained

therein with respect to each other Series of Bonds, an amount.

equal to the largest amount of interest required to be paid with

respect to the Bonds of such Series during any six month period
from the date of such Series of Bonds to the final maturity date

.

thereof, by additional payments from tbc Revenue Fund as may

from time to time become necessarv.
Prior to July 1. 1985, or the date upon which occurs the

.

Date of Commercial Operation of the last Project or unJt of the
!

! Skagit Project to be declared to be in comnercial operation.

( whichever is carlier, any noncvs and value of Investment

E ji
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Securitics -in the Bond Fund to the credit of the Reserve Acesunt ).

therein received by reason of investoent or reinvestment.of-

moneys in said Reserve Account in excess of the minimum amount of

moneys and value of Investment Securities required to be main-
tained therein shall be transferred at 1 cast semi-annually by the

.

.

Bond Fund Trustee to the Construction Fund Trustee and deposited

to the ersdit of the Construction Fund.
If, on any June 30 following July 1,1985, or the date

.

upon which occurs the Date of Commercial Operation of the last
.

Project or unit of the Skagit Project to be declared to be in
.

conunercial cperation, whichever is earlier, the moneys and value

of Investment Securities in the Reserve Account or the reserve
account for any series of additional bonds shall exceed the

amount of moneys and value of Investment Securitics then

required to be maintained therein, the amount of such excess

shall be applied to satisfy any deficiency in the Reserve Account
.

,

or in any of the other such reserve accounts (pro rata in propor-
tion to the respective deficiencies if such excess is insufficient )

,

.

to satisfy all such deficiencies) and the balance, if any,' of

such excess shall be transferred to the Revenue Fund as of
.

.

such June 30.

The terms "value of Investment Securities" and words of

like import as used herein shall be determined as of June 30 and

December 31 in each year and shall constitute (a) as to obligations

which mature within six (6) months from the date of purchase there-
.

of, the par value of such obligations, and (b) as to obligations
which mature more than six (6) months af ter the date of purchase

thereof, the lesser of (i) the amort ized cost of such obligations,
,

-

or (ii) the bid quotaticn price thereof as reported in The Wall.

Street Journal as of said date, or in the event such newspaper is

not published or such price is tot reported in said newspaper,
in a newspaper of general circulation or a financial journal

,

published in tne borough of Manhattan. City and State of New York,

selected by the Bond Fund Trustee, or (iii) the price at which g

! gi - 46 -
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'such obligations are then redeemable by the holder at his option.j
The computations made'under this paragraph shall include accrued

i
-

interest.

E. . Moneys in the Bond Fund shall be transmitted by the

Bond Fund Trustee to the Paying Agents nut icss' than two (2)

days prior to the date upon which any interest or principal is
due on Bonds, either at the maturity 'date thereof or redemption

to meet suchdate prior-to maturity, in amounts sufficient
maturing installments of principal, interest and redemption

premium, if any, when duc. In the event that there shall be a

deficiency in the Interest Account, the Principal Account or the -
' Bond Retirement Account in the Bond Fund, the Bond Fund Trustee

Reserve Accountshall promptly make up such deficiency from th:

by the withdrawal of cash therefrom for that purpose and by the
sale or redemption of Investment Securities held in the Reserve

if necessary, in such amounts as will provide cash inAccount,

the Reserve Account sufficient to make up any such deficiency.

I' The System covenants and agrees that any deficiency created in.

the Reserve Account or the reserve account for any series of

additional bonds, by reason of any such withdrawal for payment

into the Interest, Principal or Bond Retirement Accounts, or

the interest, principal or bond retirement accounts for such

additional bonds, shall be made up from moneys in the Revenue

Fund first availabic af ter mak;ng provision for the payments into

such Interest, Principal and Bond Retirement Accounts, or such

interest, principal or bond retirement accounts for such addi-

tienal bonds.
Whenever the assets of the Bond Fund shall be sufficient

to provide moneys to retire all Bends then outstanding, including
such interest thereon as thercaf ter may become due and payabic

and any premiums upon redemption thereof. no further payments

need be made into the Bond Fund.
!- The Bond Fund shall be drawn upon for t.hc purpose of pay-

( ing the principal of, redempt ion premium, if any, and interest on
t

- 47 -
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Noneys' set aside from time to-time with the Payingthe Bonds. )
Agents for .the payment of such principal, redemptien premium and

2

; interest shal1~ be held in trust- for the holders of the Bonds

and 'apportenantscoupons in respect of which the same shall have'
*

been so set'aside. Until so set aside, all moneys in eb Bond -4

.

Fund'shall be held in trust for the benefit of- the holders of all
Bonds-at the time outstanding, equally and ratably.

' SECTION 6.3. Bonds Charge on1v Against Bond Fund and

Monevs Pledged Thereto: Bonds Prior Charge Over All Other Charges"

The Bon's and the interest thereon-dand Claims Against Bond Fund.'

shall be a' valid claim of the holder thereof only against the Bond

Fund and the amount of the revenues, income, receipts, profits and~

other moneys of the Projects pledged to the Bond Fund, and shall

constitute a prior charge over all other charges or claims whatso-

ever against the Bond Fund and such revenues, income, receipts,

profits and other moneys pledged thereto, ap3 the Board hereby'*
,

0 finds and determines that in creating the Bond Fund due regard has
'

been given to the cost of the opera.io.. and mainten4nce of the Pro-.

jects and amounts required for the payment of taxes, assessments, or
,

other governmental charges, or payments in lieu thereof, lawfully
' imposed against the properties or revenees of the Projects, and

that it has not obitgated the Syarem to set aside into the Bond

Fund a greater amount of the. revenues and proceeds of the Projects

than in its judgement will be availabic over and above such cost
,

of maintenance, operation and taxes, assessment.4, or other,

governmental charges or payments in lieu thereof.
.

SECTION 6.4. Fuel Fund. There is hereby created a special
'

!'

fund of the System to be known as the "Prejects Fuel Fund" (here-,

inafter referred to as the " Fuel Fund") and said Fund shall be
held in trust by the System. Beginning on the Date of Commercial

Operation of each Project all payrunts for Fuel for such Project
9

shall be made from the Fuel Fund. Coma.encing wtth the Date of

Commercial Operation of any Project, a f ter caking the payments ,*

j Section 6.3g. Section 6.4 , 43 ,
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hereinnbove provided for into the Bond Fund and into aay separate

bond fund established for additional bonds ' issued pursuant to

this Resolution, and paying or making provision for the payment

of the reasonable and necessary costs of operating and maintain-

ing the Projects, including taxes or assessments lawfully imposed

against the same, or payments -in lieu thereof, the System shall

transfer moneys from the Revenue Fund to the Fuel Fund for the

purpose of paying the costs and expenses of acquiring or 1 casing
Fuel for each Project placed in commercial operation in the

,

amounts as follows:

(1) The amount included in the annual budget and any'

amendments thereto, adopted pursuant to the Participants' Agree-

ments, for Fuel for such Project.
(2) All amounts received by the. System from Fuel credits

with respect to the Fuel for such Project, including the proceeds
of sale of Fuel creditable to operations.

.

(3) Additional amounts as may be necessary to avoid a
[ 0 deficiency in the amounts available in the Fuel Fund to provide
%

for Fuel for such Project.

If the System ceases operation of any Project, any amounts

on deposit in the Fuel Fund for the acquisition of Fuel for such

Project may be transferred to the Revenue Fund.

SECTION 6.5. Reserve a'.d Contingency Fund There is

hereby created a special fund of the System to be known as the

" Projects Reserve and Contingency Fund" (hereinaf ter referred to*

as the " Reserve and Contingency Fund") and said Fund shall be

held in trust by the System.

The System shall deposit in the Reserve and Contingency

Fund f rom the procccds of sale of each series of Bonds, an

amount at least equal to one per cent (It) of the principal
e

amount of such Series of Bonds until there has been deposited

in such Fund the sum of Ten Million Dallars ($10,000,000).

|
After making the payment < hereinabove provided for into the

- Section 6.5 ,g,

f

,

'

e

.
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Bond Fund and into any separate bond fund established for addi-

tional bonds issued pursuant to this Resolution, and paying or

making provision for the payment of the reasonable and necessary

cost of operating and maintaining the Projects, including taxes
or assessments lawfully imposed against the same, or payments.

.

.in lieu thereof, and after making the payments hereinabove for

into the Fuel Fund, the System shall, on or before the last day

of the month following the month in which occurs the Date of

Commercial Operation of any Project or unit of the Skagit Project,
.

or July,1985, whichever is earlier, and on or before the 25th*

day of each month thereafter, pay out of the Revenue Fund into
.

the Reserve and Contingency Fund an amount equal to five per

cent (5%) of the amounts required to be paid in such month from

the Revenue Fund into the Interest Account, the Principal Account

and the Bond Retirement Account in the Bond Fund and the
interest accounts, the principal accounts and the bond retire-

*
.

' ment accounts in the bond fur.ds established for additional
O bonds issued pursuant to this Resolution, without regard to any j-

amounts which may be in the Bond Fund or the bond funds established for

such additional bonds resulting from the investment or reinvest-*

ment of the Bond Fund or bond funds established for such

additional bonds.
Honeys in the Reserve and Contingency Fund shall be useo

from time to time to make up any deficiencies in the Interest

Account, Principal Account or Bond Retirement Account in the
,

Bond Fund for which funds are not available in the Construction
Fund or the Reserve Account in the Bond Fund, or to make up

.

any deficiencies in the interest account. principal account or
bond retirement account in any bond fund estahtished for*

additional bonds issued pursuant to this Resolution for which

funds are not availabic in any construction fund or reserve

account in such bond fund for such bonds, and such meneys in. .

|
the Reserve and Contingency Fund are hereby pledged as additional

paymente into the Bond Fund or any such bond fund to the extent .

I
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To the extent not re-required to make up any' such deficiencies.
{

quired for any such deficiency, inoneys in the. Reserve and

Contingency hmd may be applied to any one or soore of the

following:

(1) to pay the cost of renewals and replacements to.

..

,

the Projects;

" (2) to pay the cost of normal additions to and

extensions of the Projects; and

(3) to pay extraordinary operation and mainter ance|
.

costs, including extraordinary costs of Fuci, and the
,

cost of preventing or correcting any unusual loss or -

demage (including major repairs) to the Projects.

If, as of June 30 in any year, the moneys and value of
|

Investment Securities in the Reserve and Contingency Fund shall

exceed the amount of the then commitments or obligations incurredI

by or the then requirements of the System for any of the fore-
,,

going purposes in connection with the Projects, plus Ten Million
,

0
' ( Dollars ($10,000,000), such excess amount shall be paid as

-
i

.

I- follows: (1) if such June 30 is prior to the Date of Comercial

Operation of any Project or unit of the Skagit Project, or July 1,
1985, whichever is earlier, into the Construction Fund and (2)
if such June 30 is thereafter, into the Reserve Account in the

Bond Fund and the reserve account in the bond fund established
! for-any additional bonds issued pursuant to this Resolution to

the extent of any deficiency therein (pro rata in proportion to;
'

.

l the respectivo deficiencies if such excess amount is insufficient

to satisfy all such deficiencies), and the balance, if any, of*

such excess amount shall be paid as of June 30 into the Revenue
. , ,

-
.

Fund.
!

SECTION 6.6. Contincenev Reserve Fund,. There is hereby

created a special fund of the System to be kncwn as the " Project-

| Special. Contingency Reserve Fund" (hereinafter referred to as
the " Contingency Reserve Fund"). The Contingency Reserve Fut 1

Section 6.6
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$
shall be held and' administered by the Contingency Reserve Fund

' Trustee appointed as provided for in Section 7.3 hereof.~

.The System shall, on or before the'last day of the month

following the month in which occurs the Date of Connercial

Operation of any of the Projects or any unit of the Skagit.'

Project, and on or before the 25th day of each month thereaf ter.

= pay out of the Revenue Fund into the Contingency Reserve Fund

an amount equal to the aggregate principal amount of Bonds -

theretofore issued, multiplied by eight twelve-thousandths*

(8/12,000) provided, however, that in any month to and includ-'
.

ing the month in which occurs the Date of Commercial Operation*

of the last Project or unit of the Skagit Project to be placed
in commercial operation, the arount required to be deposited in

the Contingency Reserve Fund shall be the amount computed as

aforesaid multiplied by a fraction the numerator of which is
the sum of the System's ownership Shares of the capacity,

>'
.d

$
expressed in kilowatts, of each Project placed in consoercial

)operation (or if any Project or unit thereof is placed in*

comunercial operation at less than one hundred per cent (1001),

of capacity, the System's Ownership Share of the capacity,

expressed in kilowatts, at which such Project or unit has been
declared to be in comnercial operation), as of the first

business day of such month, and the denominator of which is the

sum of the System's ownership Shares of the nameplate rating of

each of the Projects. The payments required by this paragraph'

shall continue until the moneys and value of Investment

Securities on deposit. In the Contingency Reserve Fund equal ten.

,

per cent (107.) of the aggregate principal amount of Bonds issued.
If any additional bends are issued pursuant to para-

graphs (a) or (b) of Section 9.6, co:nmencing with the month in

which payments from the Revenue Fund to the bond fund established

f- for such additional 1.onds are required to begin, the Syste:n shall,

if necessary, pay out of the Revenue Fund into the Contingency

keserve Fund, on or before ttie 25th day of each month, an amount )
e

fi
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equal to the principal amount of such additional bonds multi-

plied by eight twelve-thousandths (8/12,000), until the moneys

and value of Investment Securities credited to such account
shall equal ten per cent (107.) of the greater of (a) the

principal amount of Bonds theretofore issued or (b) the sum of

(1) the principal amount of Bonds and bonds issued pursuant to

the timeparagraphs (a) and (b) of Section 9.6 outstanding at
of issuance of such additional bonds and (ii) the principal

(

amount of such additional bonds.'
*

Subject to the preceding paragraphs, if by reason of

the withdrawal of moneys from the Contingency Reserve Fund or

otherwise, the money and value of Investment Securities in the

Contingency Reserve Fund shall at any time be less than the

amount required by the previous paragraphs, the System shall

pay out of the Revenue Fund into the Contingency Fund, on or
before the 25th day of each month, an amount equal to the

aggregate principal amount of bonds issued pursuant to the Resolu-
( )

tion then outstanding (less the principal amount of additional

bonds, if any, on account of which payments are being or will be i

made pursuant to the preceding paragraph) multiplied by eight

twelve-thousandths (8/12,000) until the moneys and value of

investment Securities shall equal the required amount.

Payments to the Contingency Reserve Fund shall be made

af ter making the payments hereinabove provided for into the Bond

Fund and into any separate bond fund established for additional*

bonds issued pursuant to this Resolution, and paying or making

provision for the payment of the re asonabic and necessary cost of

operating and maintaining the Projects, including taxes and
assessments lawfully imposed against the same, or payments in lieu

thereof, and af ter making the papnents hereinabove provided for

into the Fuct Fund and the Reserve and Contingency Fund.

Moneys in the Contingency Revenue Fund shall be used
f

from time to time to make up any deficiencies in the Interest
in the Bond& Account, Principal Account or Bond Retirement Account

I' - 53 -
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Fund for which funds are not availabic in the Reserve and ;
Contingency Fund or the Construction Fund or the Reserve Account

in the Bond Fund, or to make up any deficiencies in the interest
D

account, principal account or bond retirement account in any bond

fund established for additional bonds issued pursuant to this

Resolution for which funds are not available in the Reserve and
inContingency Fund or any construction fund or reserve account

such bond fund for such bonds; and mencys in the Contingency

Reserve Fund are hereby pledged as additional payments into the
1

Bond Fund or any such bond fund to the extent required to make
.

up any such deficiencies. To the extent not required for any.

such deficiency, moneys in the Contingency Reserve Fund may be

applied to any one or more of the following:
(1) to the extent that moneys in the Reserve and Contin-

gency Fund and the proceeds of insurance are
insufficient ~ therefor, to pay the System's ownership

,

Share of (a) the cost of renewals, replacements and
g

additions to and extensions of any Project or (b)

the cost of preventing or correcting any unusual

loss or damage (including major repairs) to any Pro-

ject.

(2) to pay the System's Ownership Share of the cost of

complying with any order or decision of any state or

federal governmental agency or authority with authority
to issue or make and enforce such order or decision,*

requiring the installation of additional facilities or
modifications at or in any Project and the cost of*

capital additions and betterments to any Project.

necessary to achieve design capability.

(3) to pay the System's ownership Share of the costs of

decommissioning any Project.

f Moneys in the Contingency Reserve Fund shall not be

expended for the purposes specified in paragraphs (1) and (2)
'

above in connection with any Project until the Date of Connercial

I 54 --
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Operation thereof. If the System is authorized to issue addi-
tional bonds pursuant to paragraphs (a) or (b) of Section 9.6

for the purpose for which it is proposed to withdraw moneys
from the Contingency Reserve Fund, such moneys shall not be so

-withdrawn unless the System determines, with the concurrence of

the Consulting Engineer,-that the System is unable to issue

and sell such bonds.
The Board shall approve all payments from the Contin- ,

gency Reserve Fund and, by written order signed by the President

and Secretary or Assistant Secretary of the System, direct the

Contingency Reserve Fund Trustee to make such payments from the ,
.

Contingency Reserve Fund. Each such order shall be accompanied

by a certificate signed by the Consulting Engineer stating that~

>

an obligation in the stated amount has been incurred by the

System and is a proper charge against the Contingency Reserve

Fund.

If, as of June 30 in any year, the moneys and value of
f Investment Securities in the Contingency Reserve Fund for credit

to any account shall exceed the amount of the then commitments or

obligations incurred by or the then requirements of the System

for any of the foregoing purposes, plus the amount required to

be on deposit therein pursuant to this Section, such excess

amount shall be transferred to the Reserve Account in the Bond
Fund and the reserve account in the bond fund established for any

additional bonds issued pursuant to this Resolution to the extent-

of any deficiency therein (pro rata in proportion to the respective
deficiencies if such excess amount is insufficient to satisfy
all such deficiencies), and the balance, if any, of such excess

amount shall be transferred as of June 30 to the Revenue Fund.
If all the Projects are terminated as provided in

the Participants' Agreements and all the costs of decommissioning

f the Projects are paid or provided for to the satisfaction of
*

the Bond Fund Trustcc, any balance remaining in the Speelal

b Contingency Fund not required to be retained therein to provide
e

r.
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for the payment of such costs may be paid over to the Participants

"and no further deposits need be made to the Special Contingency
,

Fund. i

SECTION 6.7. Surplus Monevs. If on any June 30, the. ,

moneys credited to the Revenue Fund pursuant to Sections 6.5 and
.

6.6 hereof and-the other amounts in the Revenue Fund shall exceed
the System's required amount of working capital, the amount of
such excess shall be applied to reduce annual power costs to the

.

purchasers of power and energy from the Projects in accordance
,

with the Participants' Agreements and any other agreements for the

sale of capacity, power and energy from the Projects.
~ Upon the giving of such consents as may be provided for

in the Participants' Agreements or any other agreements for the

sale of power and energy from the Projects, and subject to any
conditions attached to any such consent, all or any part of such

excess may be applied to paying the cost of making repairs, re-.

6 newals and replacements, additions, betterments and improvements )
to and extensions of the Projects, the purchase of Bonds and

bonds issued pursuant to this resolution, the redemption of Bonds

and bonds issued pursuant to this resolution or for other pur-

poses in connection with the Projects. For the purpose of this
Section 6.8, the System's " required amount of working capital"

shall be $,__,000,000 or such lesser amount (but not less than

$__,000,000) or such greater amount a; may be determined by the
.

System with the approval of the Consulting Engineer.

The amount which exists in the Revenue Fund shall be

deemed to be the amount of the then excess of the current assets
..

in the Revenue Fund over the current liabilities with respect thereto

determined in accordance with the Uniform System of Accounts pre-

scribed by the Federal Power Commission for Public Utilities and

Licensees in effect on 1, L97_; provided that such current lia-.

i bilitics os of any June 30 shall not include the payments required to be

Section 6.7 )'
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LL saade for the next following twelve-month period into the

Bond Fun'd or any bond fund established for additional bonds.
,

|, ^ f.5

SECTION 6.8. . ' Investment of Funds. Moneys held
-

for the credit of the Interest Account, Principal Account and

' Bond Retirement Account in the Bond Fund. shall, to.the fullest

' extent practicable and reasonable, be _ invested by the' Bond Fund
.

Trustee in Investment Securities of the types described in-

clauses (1) through (4), inclusive,. or paragraph (n) of Section

' 1.1 hereof which shall mature not 'later than two (2) business -

days prior to the respective dates when the moneys held for.-

' the credit of such Accounts will be required for the purposes

intended. ,

Moneys in the Reserve Account'in the Bond Fund not
I

required for inanediate disbursement for the purposes for which
said Account is created shall, to the fullest extent practicable -

iand reasonable, be invested and reinvested by the Bond Fund

1k- I Trustee at the direction of the System solely in, and obliga-

tions deposited in said Reserve Account shall be, Investment

Securities of the types described in clauses (1) through (4)

inclusive, of paragraph (n) of Section 1.1' hereof maturing, or ,

r

subject to redemption at the option of the' holder thereof,

within seven (7) years from the date of such investment (but

maturing prior to the final maturity date of the Bonds) . The
Bond Fund Trustee shall not be liabic for any depreciation

in value of any such investments.

Moneys in the Fuel Fund, Reserve and Contingency Fund,

Contingency Reserve Fund and Development Fund (hereinafter created)

not required for irrmediate disbursement for the purposes for
which said Funds are created shall, to the fullest extent pracci-

,

cable and reasonable, be invested and reinvested by the System

or in the case of the Contingency Reserve Fund and the Developtrent
..

- Fund, by the Contingency Reserve Fund Trustcc and the Development
;.
.

| (
|

; Section 6.8 . $7
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Fund Trustee, respectively, at _the dirrction of the System,

-solely'in, and obligations deposited in said Funds shall
be, Investment Securities, matur ng or subject to redemption

' '
i

at the ' option of the holder thereof within two (2) years-

from the date of such investment, in the caso of the Fuel

Fund and the Development Fund, and within seven ((7) years

from the date of such investment in the case of the Reserve
and Contingency Fund and the Contingency Reserve Fund (but

maturing in each case prior to the final maturity date of.

the Bonds) . . The Contingency Reserve Fund Trustee and the'

Development Fund Trustee shall not be liabic for any'

depreciation in value of any such investments therein.
'All income resulting from the investment or re-

investment of moneys in the Interest Account, Principal.

Account, Bond Retirement Account and the Reserve Account in

the Bond Fund, the Fuci Fund, the Reserve and Contingency'

*

O Fund, the Contingency Reserve Fund or the Development Fund j*

shall accrue to and be credited to said respective Accounts

and Funds.
.

All moneys held or set aside'by the System in the

Revenue Fund, Fuel Fund or Reserve and Contingency Fund shall,*

until otherwise invested or applied as provided in this Reso-

lution, be adopted by the System in its name, for the account
of the Revenue Fund, the Fuel Fund or the Reserve and Contin-

gency Fund, as the case may be, in such depositary or depositaries

as the System shall at any time or from time to time appoint

for the purpose. Any depositary so appointed. shall be a state

bank or trust company or nationst banking association located'

.

in the State of Washington and qualified under the laws of said

State te receive deposits of pt.blic moneys, having a capital

stock and surplus in excess of Ten Million Dollars ($10,000,000),

and all meneys so deposited shall be secured to the extent and

in the manner permitted by applicable state or federal laws for

the securing of deposits of public moneys,,

f'
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J --- SECTION 6.9. Construction Fund. There.is hereby created

a special fund of the System to be known as the " Project Construction
,

Fund" (hereinafter referred to as the " Construction Fund") which
'shall be held in trust by the Construction Fund Trustee for the

benefit of.the System and the holders of the Bonds, as their in-

L
terest may appear. There is also hereby created in the Construction

,

Fund two special accounts to be known as the " Construction Interest

Account" and the " Fuel Account".

A. Immediately upon the issuance and delivery of any
.

-Series of Bonds, there shall be paid into the Construction Fund

| such amount of the proceeds derived from the sale of such Bonds

i as is to be applied to the payment of the Cost of Construction

of the Projects, other than such amounts as are required or
,

directed by the System to be set aside for working capital and
I

to make payments to the Reserve Account in the Bond Fund and

the Reserve and Contingency Fund, which amounts shall be de-.

posited in the Revenue Fund, the Reserve Account and Reserve
g

Contingency Fund, respectively. Honeys so deposited in the Coa-

struction Fund shall be applied to pay the Cost of Construction,

i B. From the proceeds derived from the 197,, Bonds there
!

f
shall be deposited:

1. With amounts suffi-

| cient to pay, and to be used solely for the payment of, the
i

$ .000,000 principal amount of outstanding notes heretofore

issued by the System for the purpose of paying the cost of pre-!
-

11minary work and expenses in connection with the Projects;

2. With the Construction Fund Trustee for credit to

the Construction Interest Account the amount of :

| Dollars ($ ) being such amount t

i

L as the System determines should be credited thereto to provide

for the payment of interest on the Bonds which is defined as a
i-

;, Cost of Construction in paragraph E of Section 6.11;
;

b
gi Section 6.9 - 59 .
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3. With the. Bond Fund Trustee for credit to the

Reserve Account in the Bond Fund an amount equal to the largest
'

amount required to be paid or set aside in the Interest Account

in the Bond Fund with respect to the 197,_ Bonds during any six-

month period from the date of such Bonds to the final maturity.

date thereof;

'

4. With the System for deposit in the Reserve and

Contingency Fund the amount of Million Dollars

($__,000,000);..

5. With the System for deposit in the Revenue Fund
.

the amount of Million ~ Dollars ($ 000,000) to

-be used as working capital in connection with the Initial Pro-

jects; ,

6. With the Construction Fund Trustee for the credit

of the Fuel Account the amount of Dollars ($ ),
and all costs of Capitalized Fuel shall be paid from this account;

andg

7. With the Construction Fund Trustee for credit

to the Construction Fund the balance of such Bond proceeds.

C. From the proceeds derived from the sale of each

Series of Bonds other than the 197,_ Bonds, there shall be de-

posited:

1. With the Construction Fund Trustee for credit

to the Construction Interest Account such amount as the System

determines should be credited thereto to provide for the payment-

of interest on the Bonds which is defined as a Cost of Construction
'in paragraph E of Section 6.11;

.

2. With the Bond Fund Trustee for credit to the.

Reserve Account in the Bond Fund an amount equal to the' largest

amount required to be paid or set aside in the Interest Account

in the Bond Fund with respect to said Series of Bonds during any

six-month period from the date of such Bonds to the final maturity

* date thereof;

i

f
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Tk 3. With the System for deposit in the Reserve and

Contingency Fund such amount, if any, as is required pursuant

' to Section 6.5 hereof;

4. With the System for deposit in the Revenue Fund

such amounts as are determined by the System to be required for
1

working capital;

5. With the Construction Fund Trustee for credit
to the Fuel Account such amounts as are determined by the System;

and.

6. With the Construction Fund Trustee for credit to
the Construction Fund the balance of such Bond proceeds, which

shall be applied to the Cost of Construction.

D. Moneys in the Construction Interest Account shall

be used for the purpose of paying the interest on the Bonds which

is defined as a Cost of Construction in paragraph E of Section '

C 6.11. On or before the 25th day of the month next preceding the
.

,

maturity of an installment of interest on the Bonds all or a
{ g

portion of which is so payable as a Cost of Construction, the

Construction Fund Trustee shall transfer from the Construction
Interest Account to the Bond Fund Trustee for deposit in the

Interest Account in the Bond Fund an amount which, together with

any moneys theretofore received or held by the Bond Fund Trustee

for the purpose, shall be sufficient to pay that portion of such
next maturing insta11 rent of interest on the Bonds so payable.

If at any time moneys in the Construction Interest Account and-

f
other available moneys are inadequate for such purpose, the Con-

struction Fund Trustee shall transfer from the Construction Fund*

to the Construction Interest Account such amount of moneys as is
a

required to permit such transfer to the Bond Fund Trustee. If

at any time the System determines that the moneys and value of

Investment Securities credited to the Construction Interest Account
*

cxceeds the amount required to provide for the payment of interest on
the Bonds which is a Cost of Construction, it may direct the Con-

( struction Fund Trustee to credit such excess to the Construction

f Fund.
- 61 -
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E. Except as provided in paragraph F of this Section, )
,

all moneys received by the System by reason of the sale of energy

produced by any Project or a unit of the Skagit Project prior to
its Date of Commercial Operation for test purposes or received by

.

r,eason of the breach or default of contractors and the proceeds of

salvage sales in connection with the construction of the WPPSS No. 4

Project or the System's Ownership Share of the WPPSS Wo. 5 Pro-

ject or Skagit Project shall be paid to the Construction Fund
.

Trustee for. deposit in the Construction Fund.-

F .' All moneys received by the System as Fuel credits

and by reason of any breach or default of contractors in con-
nection with Capitalized Fuel for the WPPSS No. 4 Project or the

System's Ownership Share of Capitalized fuel the WPPSS No. 5 Project

or Skagit Project, including the proceeds of sale of Fuel, prior to
the Date of Commerical Operation of each such respective Project-

shall be paid into the Construction Fund for credit to the
,.

,
,

Fuel Account.g I,

G. If moneys credited to the Fuel Account are in-

sufficient to pay the cost of Capitalized Fuel for the Projects,

the Construction Fund Trustee shall transfer to said Account from
O

the Construction Fund such additional amounts as are necessary
-

to pay the cost of said Capitalized Fuel, to the extent of avail-

able funds.

H. As soon as practicable after the nore; issued pur-

suant to Resolution No. ___ are no longer deemed to be outstanding*

under the terms of said resolution, there shall be deposited in

the Construction Fund all amounts then on deposit in the prelimi-'

nary construction fund established pursuant to such resolution..-
-

.

There shall also be transferred to the Construction Fund from
time to time any amounts held by the note interest fund trustee

or any paying agent appointed pursuant to such resolution which

I are not required to be held by it in order to provide for the
,

payment of the principal of and interest on such notes.
t
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SECTION 6.10 Investment of Monevs in Construction
4

Fund. The Construction Fund Trustcc may, and at the direction

of the System shall, invest the moneys in the Construction Fund

from time to time in Investment Securities, which Investment

Securities shall mature, or which shall be subject to redemption

at the option of the holder thereof, in not more than five (5)

years from date of purchase., Any investment made by the Con-

struction Fur.d Trustee and any direction given by the' System

shall be made or given with due regard to the latest estimates
.

of the System, the Construction Engineers and Puget Sound Power

& Light Company (hereinafter referred to as "Puget") with respect'

to the amounts needed from time to time to pay Cost of Construc-

| tion and the estimated dates of such payment. All interest

earned by reason of such investments shall accrue to the Con-

struction Fund. In the event that moneys that are invested are

needed in the Construction Fund to meet obligations thereof for

which funds are not otherwise available, then the Construction
'

lI Fund Trustee shall sell, or present for redemption, said in-

vestments to the extent required to provide for such purpose.
|

The Construction Fund Trustee shall not be liable for any de-

preciation in the value of any of such investments made at the

direction of the Systen.

SECTION 6.11. Cost of Construction. Payment of the

Cost of Construction of each Project shall be made from the

moneys in the Construction Fund. For the purpose of this Re-'

solution, the Cost of Construction of each Project shall include,

in the case of WPPSS No. 4 Project, all costs of constructing,
* acquiring and installing said Project as generally described

in Section 2.2. hereof, and, in the case of the WPPSS No. 5

Project and'the Skagit Project, the System's ownership Share
l
' of the " Costs of Construction" as defined in the WPPSS No. 5

Section 6.10,

Section 6.11'
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Project Ownership Agreement and the Skagit Project Ownership ;
Agreement, respectively, and shall include, but not be limited

to, all or the System's ownership Share, as appropriate, of the*

following items:
.

A. Paying or reimbursing the cost of preliminary

surveys, investigations, engineering and other expenses and

fees properly incurred for any Project and paying the principal,,

of and interest on revenue notes or bond anticipation notes

issued by the System for the Projects.,

B. The cost of obtaining any and all permits and
.

licenses required by any governmental agency or authority

having jurisdic': ion and any other licenses, permits, approvals

or legal rights of any kind required for, or used or useful
in the acquisition and construction of the Projects and the

placing of the same in operation.

C. Obligations incurred for labor and materials and
,,

,

e c neract es, builders and material suppliers in connection
6

}with the acquisition and construction of the Projects, for ma- -
-

chinery and equipment, for the restoration or relocation of pro-

perty damaged or destroyed in connection with such construction,
for the removal or relocation of structures and for the clearing

of lands, and for the cost of Capitalized Fuel.

D. The cost of acquiring by purchase, if such purchase

shall be deemed expedient, and the amount of any deposit in court

or award or final judgment in or any settlement or compromise of

any proceeding to acquire by condemnation or by the exercise of

the power of eminent domain, such lands, property, rights of way,*

franchises, easements or other interests in land as may be deemed
,

to be used or useful for the acquisitlon, construction, maintenance

and operation of any Project, options and partial payments thereon, ,

and the amount of any damages incident to or consequent upon the

construction, acquisition and operation of any Project, and thei

i I
cost of such payments to other public agencies as r.ay be necessary'

! I
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or required by the Partic! pants' Agreements and the WPPSS No.5
g-

Project ownership Agreenent and the Skagit Project Ownership

Agreement.

E. Interest accruing on the Bonds to July 1, 1985,

which is not payable from the Revenue Fund pursuant to Sub.

section A of Section 6.2 hereof.

F. The fees and expenses of the Construction Fund'~

Trustee for all services rendered under this Resolution with
respect to each Project during the Period of Construction
thereof and of the Bond Fund Trustee and of the Paying Agents

for all services rendered under this Resolution until the Date
of Commercial Operation of the last Project or unit of the

Skagit Project placed in commercial operation or until July

1,1985, whichever is earlier; taxes or other municipal or
governmental charges lawfully levied or assessed against each

Project or unit thereof and any taxes levied against property
acquired therefor or payments required in lieu thereof, except

I. sales taxes, in each case to the Date of Commercial Operation
'

tb . eof; sales taxes during the Period of Construction of each

Project or unit thereof; and premiums on insurance in connection
>

with the construction of each Project or unit thereof during the'

! Period of Construction thereof.
C. The cost to the System of the performance of the ,

duties of the Construction Engineers and the Consulting Engineer

and other engineering and professional services rendered to the

System in connection with the acquisition and construction of each

Project and placing the same in operation, or the issuance of

Bonds therefor.

H. Paying, or reimburning the System for, expenses

incider.t and properly allocable to the acquisition and construction

of each Project and the placing of the same in operation, including

per dies compensation or salaries of the Board, legal, engineering,
financing, accounting and other profcssional expenses and fees,

(
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cost of printing and preparing and issuing the Bonds, wages of g

office and clerical employees, administrative management expenses,

pension requirements, health and hospitalization insurance and all
other items of expense not specified elsewhere in this section

which are incident and properly allocable to the acquisition and

construction of each Project and placing the same in operation

(including the premiums on any ir.surance and fidelity bonds re-

quired or obtained during construction), including misec11ancous
fees and costs in connection with the acquisition of lands, rights

.

of way, property rights, franchises, casements, cost of abstracts

of title, title insurance, cost of surveys and appraisals.
Notwithstanding any other provision of this Resolution

(a) the Cost of Construction shall not include any amounts which

are the obligations of parties to the WPPSS No. 5 Project owner-

ship Agreement or the Skagit Project ownership Agreement other

than the System, except as permitted by said Agacements, (b) the

cost of all repairs, renewals and replacements to any Project or
g

unit thereof prior to the Date of Commercial Operation thereof shal.
constitute a Cost of Construction thereof; (c) premiums paid for

insurance on any Project or unit thereof maintained by the System

pursuant to the requirements of this Resolution, the Participants'

Agreements, the WPPSS No. 5 Project ownership Agreement or the

Skagit Project Ownership Agreement for the period ending with the

Date of Commercial Operation of such Project or unit shall

constitute items chargeable to the Cost of Construction thereof,-

and for subsequent periods shall constitute expenses of operation;

and (d) from and after the Date of Commercial Operation of any

Project or unit thereof the costs and expenses, including taxes

of the System in connection with the operation and maintenance

of such Initial Project shall not be included in the Cost of
Construction thereof,

in any event, amounts in the Construction Fund shall

be applied to the payment when due of principal of and interest'

on the Bands to the extent that other moneys are not available i
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therefor and such amounts are bereby pledged as additional

payments to the Bond Fund to the extent required for any such

deficiency.

SECTION 6.12. Hanner of Pavinn Coat of Constructio-
.

Except for payments from the Construction Fund otherwise in

paragraph D of Section 6.9 and in Section 6.13 specifically

provided for, and for payments or re'.mbursements specified in

paragraph A of Section 6.11, transfers or payments from the
Construccion Fund shall be made in accordance with the provisions*

of this Section 6.12. Upon preparation of vouchers approved by
,

the Auditor, the Board shall approve and direct the payment of

all amounts due and owing on account of the Cost of Construction

of any Project, and, by written order af gned by the President or
Vice President and Secretary or Assistant Secretary of the System,

direct the Construction Fund Trustcc to make such payments from

the Constrt.ction Fund, provided, that no individual shall sign
.

) in core than one capacity, and each such order shall state with
' respect to such payments

(1) the Project with respect to which payment

is to be made;

(2) the item number of the payn.cnt;

(3) the name of the person, firm or corporacion

to whom the payment is due;

(4) the amount to be paid;

(5) that an obligation in the stated ennunt has
'

been incurred by the System and that cach item thereof

is a proper and reasonable charge against the Construction

Fund, and that such amount has not been theretofore paid;"

and

(6) that there has not been fileil with or served
upon the System any notice of any tien, right ts lien,,

sr attaciunent upon or claim affecting the right to re-

ceive payment of any moneys payable to the persen, firm

(
{ Scetion 6.12 ,g,
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or corporation named in such order which has not been

released or will not be released simultaneously with
,

the payment of such obligations and, in the event any

assignment of the right to receive payment has been
made and notice thereof has been given to the System

and the System has accepted such assignment, the order

directing payment shall recite that fact and direct

payment to be made to the assignee thereof as shown by

the records of the System.

In lieu of the statements required by clauses (5) and

(6) of the previous paragraph, in the case of payments with respect

to the Skagit Project, such order may state that such payments are

then payable under the Skagit Project ownership Agreement.
Each such order for the payment of work, materials,

* equipment or supplies for any Project (except the administrative

expenses of the System and the Cost of Construction of the Skagic

Project) shall.also be accompanied by a certificate signed by the
Construction Engineer for such Project, certifying that an obli-

gation in the stated amount has been incurred by the System, and
that each item thereof is a proper charge and in a reasonable

amount against the Construction Fund and has not been theretofore

paid, and that, insofar as such obligation was incurred for work,
materials, equipment or supplies, such work was actually performed,

or such materials, equipment or supplies were actually installed

in furtherance of the construction of such Project or delivered at

the site of said Project for that purpose, or delivered for storage
or fabrication at a place or places approved by the said Construction

Engineer and under the control of the System, or is a progress

payment due on equipment being fabricated to order. Each such

certificate with respect to the WPPSS No. 5 Project shall also

state that such order does not include any amounts which are the

obligation of any party to the WFPSS No. 5 Project Ownership

Agreement other than the System, except as otherwise permitted

by said Agreement. }
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[ Upon receipt of any such order and accompanying certi- |

ficate, if required, the Construction Fund Trustee shall pay such

obligation from the Construction Fund. If for any reason the

System should desire, prior to payment of any item in an order,

not to pay such item, the System shall give notice of such de-

cision to the Construction Fund Trustee. The Construction Fund

Trustee, in making any disbursement, shall pay each such obligation or

deliver to the Board a check or draft for the payment thereof payable

to the order of the payee to whom payment is due, as set forth

in the order of the System directing such disbursement; provided,

however, that in the case of disbursements with respect to the

WPPSS No. 5 Project or the Skagit Project, the System may direct

the Construction Fund Trustee to deliver to the Board a check

or draft payable to the order of the System for deposit in the

Construction Trust Account established pursuant to the WPPSS No.

5 Project Ownership Agreement or the Skagit Project Ownership

Agreement, as the case may be,-

t
The proper officers of the System are hereby authorized

and directed to execute and deliver in the name of the System

any and all documents, papers, receipts, order and releases that

are required or convenient to enabic the System to effect the

acquisition and construction of the Projects, and to pay from

Bond proceeds any and all amounts of moneys required to perform

fully the obligations of the System with respect thereto.

SECTION 6.13. Revolving Fund. Immediately after the

deposit with the Construction Fund Trustee of the moneys speci-

fled in subparagraph 7 of paragraph B of Section o.9, the Con-

struction Fund Trustee shall set aside such moneys the sum of

Dollars ($ )

and de.oosit said sum to the credit of the System in a special

account in the name of the System to be used as a revolving

fund (hereinafter referred to as the " Revolving Fund") for

( Section 6.13
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payment of those items of costs referred to in Section 6.11
)

which cannot conveniently be paid in the manner specified in

Section 6.12. . The System may deposit portions of the Revolving

Fund-in the Construction Trust Accounts established pursuant

to the WPPSS No. 5 Project Ownership Agreement and the Skagit

Project Ownership Agreement. The Revolving Fund shall be re--

imbursed from time to time for such items of cost paid by the

System by payments from the Construction Fund by the Construc-

tion Fund Trustee upon being furnished with the documents
.

evidencing the propriety of the payments to be reimbursed as

provided in Section 6.12. Moneys in the Revolving Fund (ex-
,

cept moneys deposited in the Construction Trust Accounts

established pursuant to the WPPSS No. 5 Project Ownership

Agreement and the Skagit Project ownership Agreement) shall be

deemed to be part of the Construction Fund until disbursed as

provided in this Section. Upon approval by the Auditor, moneys
in the Revolving Fund shall be disbursed by check or draft

0 )signed by the Treasurer or other officer of the System desig-

nated by the Board who shall supply, at the expense of the

Construction Fund, a fidelity bond to the Construction Fund

Trustee in the principal amount of

Dollars ($ ).

SECTION 6.14 Distribution of Monevs in Construction

Fund. As soon as practicable after the Construction Engineers

for the WPPSS No. 4 Project and the WPPSS Nn. 5 Project shall'

have filed the reports required by Sections 8.4 and 8.5 hereof,

and the System has filed the report required by the next following

paragraph of this Section, any balance then remaining in the
Construction Fund, including the Revolving Fund authorized by

Section 6.14 hereof, shall be used and applied by the Construction

Fund Trustee as follows and in the following order:

|
Section 6.14
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First, to pay to the Bond Fund Trustee for credit

to the Interest Account in the Bond Fund that amount, if any,

which is equal to the interest on the Bonds remaining unpaid

which is a Cost of Construction,

Second, to set aside in the Construction Fund such

amounts as the Construction Engineers and, in the case of the

Skagit Project, the System shall advise are necessary to

pay or provide for remaining Costs of Construction and to apply
the same to the payment of Cost of Construction of the Projects

in accordance with the provisions of Section 6.12 hereof; and

to the extent of any remainder of such balance,

Third, to pay to the Bond Fund Trustee for deposit in

the Reserve Account the amount of any deficiency in such Account;

and to the extent of the remainder of such balance,

Fourth, to pay to the Bond Fund Trustee such remainder

for credit to the Bond Retirement Account, to be used to retire

Bonds.

As soon as practicabic after the Date of Commercial

Operation of both units of the Skagit Project and the date on'

which Puget shall determine that the cost (including centin-

gencies) of all work remaining to be done in order to complete

the acquisition, constructicn and installation of the Skagit
! Project (the " remaining work" on the Skagit Project) will not

exceed S , the System shall file a report
'

to that effect with the Construction Fund Trustee and the Bond
fund Trustec. Such report shall set forth the same matters with

respect to the Skagit Project as is required to be set forth
with respect to the other Projects in the reports required by

Section'8.5.
As soon as practicable after the date as of which

Puge t shall determine that the acquisition, construction and'

installation of the Skagit Project has been fully completed

and that the total costs of construction thereof as defined

(
in the Skagit Project Ownership Agreement have been fully paid

- 71 -
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and satisfied (including without _ limitation final payment or ;
satisfaction of each dispute or controversy and payment in full

for all remaining work on the Skagit Project) and the System has

determined that all otter-items of. Cost of Construction of the
Skagit Project have been fully paid and satisfied, the System.

shall file a report with the Construction Fund Trustee and
. the Bond Fund Trustee to that effect, setting forth the basis

of such determination in reasonabic detail.
As soon as practicable af ter the Construction Engineers*

for all the Projects shall have filed the reports required by'

Section 8.6 hereof, and the System has filed the report required-

by the next preceding paragraph, the Construction Fund Trustee

shall pay to the Bond Fund Trustee the amounts then in the'

Construction Fund for credit to the Reserve Account, to the

extent of any deficiency in such Account, and to the extent

of any remainder, the Construction Fund Trustee shall pay such
~

.-
,

,

$ remainder to the Bond Fund Trustee for credit to the Bond Re-

tirement Account to be used to retire Bonds.'

SECTION 6.15. Payment of Funds in Construction Fund*

to Bond Fund Trustee. In the event all tne Projects ar'e terminated~

pursuant to the Participants' Agreements, the WPPSS No. 5 Project
4

Ownership Agreement and the Skagit Project Ownership Agreement,

the Construction Fund Trustee shall, at the direction of the

System, pay over and deliver to the Bond Fund Trustee such moneys
,

and Investment Securities in the Construction Fund and the Con-
<

struction Interest Account as shall be directed by the System.

i

SECIl0N 6.16. Moneys in Construction Fund Ponding the'

;.

Application Thereof. The moneys in the Construction Fund and in

the Constrdction Interest Account therein, pending their application >

as provided in this Resolution, shall be held in trust and shall be
! ' subject to a prior and paramount lien and charge in favor of the

holders of the Bonds, and the holders of the Bonds shall have a

valid claim on such moneys for the further secarity of said bonds )

I- until paid out or transferred as herein provided.

Section 6.15
Section 6.16 72 -
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I' SECTION 6.17. Proiccts Development Fund. There is

hereby created a special fund of the System to be known as the

" Projects Development Fund" (hereinafter referred to as the

" Development Fund"). The Development Fund shall be held in

trust by the Development Fund Trustee appointed as provided

for in Section 7.4 hereof, and shall be used to pay the cost

of work in connection with the development of additional elec-

tric generating projects to serve the needs of the Participants,
including, but not limited to, planning, engineering, siting,*

environmental, financial and economic surveys, studies and work;

payments with respect to fuel; and any other costs and expenses
incurred in connection with the planning, construction and

acquisition of any such facility or facilities or an ownership
interest therein and the placing of the same in operation (herein-

af ter referred to as " Development Work").

The Construction Fund Trustee shall pay from the

l Construction Fund to the Development Fund Trustee for deposit
{

in the Development Fund at one time or from time to time, but

only to the extent moneys are available therefor in' the Construe-

tion Fund, an aggregate amount not to exceed Fifty Million

Dollars ($50,000,000). Such payment shall be made only after

there has been furnished to the Construction Fund Trustee a
certificate signed by the President or Vice President and Secretary

or Assistant Secretary of the System specifying the amount to bc

so paid and directing the Construction Fund Trustee to make such.

payment.

The Development Fund Trustee shall transfer funds on

deposit in the Development Fund to the Construction Fund Trustee

when needed for the purposes of the Construction Fund at the

direction of the System, which direction shall specify the anount
to be so transferred. The System may thereafter direct the

Construction Fund Trustee to repay amounts so transferred to

the Development Fund. Transfers or payments from the
$

,
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Development Fund shall be made in accordance with the pro- )

visions of this section. Upon preparation of vouchers approved

by the Auditor, the Board shall approve and direct the payment

from the Development Fund of amounts due and owing in connection

with the Development Work, and, by written order signed by the

President or Vice President and Secretary or Assistant Secretary

of the System, direct the Development Fund Trustee to make such

payments, provided, that no individual.shall sign in more than

one capacity, and each such order shall state with respect to-

such payment:

(1) the item number of the payment;
.

(2) the name of the person, firm or corporatien

to whom'the payment is due;

(3) the amount to be paid; and

(4) that an obligation in the stated amount
has been incurred by the System for Development Work'

and that each item thereof is a proper and reasonable
g .)

charge against the Development Fund, and that such

amount has not been theretofore paid.

Each such order shall be accompanied by a certificate

signed by the Consulting Engineer, certifying that an obligation
in the stated amount has been incurred by the Syrtem for Develop-

ment Work and that each item thereof is a proper charge and in a

reasonabic amount against the Development Fund. Upon

receipt of aay such order and accompanying certificate the*

Development Fund Trustee shall pay such obligation from

the Development Fund. If for any reason the System should

desire, prior to payment of any item in an order, not to pay
such item, the System shall give notice of such decision to

the Development Fund Trustec. The Development Fund Trustee,

in making any disbursement, shall pay each such obligation or

f deliver to the Board a check or draf t for the payment thereof

payable to the order of the payee to whom payment is due, as
i
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.(- set forth in the order of the System directing such disbursement.
The Development Fund Trustee shall set aside from the'

moneys in the Development Fund the sum of One Hundred Thousand

Dollars ($100,000) and deposit said sum to the credit of the*

System in a special account in the name of the System to be
used as a revolving fund (hereinafter referred to as the

" Development Revolving Fund") for payment of those items of costs

of Development Work which cannot conveniently be paid in the

manner specified in the preceding _ paragraph of this Section.
,

The Development Revolving Fund shall be reimbursed from time.
*

to time for such items of cost paid by the System by payments

from the Development Fund by the Development Fund Trustee upon

being furnished with documents evidencing the propriety of the

payments to be reimbursed as provided in the preceding paragraph
of this Section. Moneys in the Development Revolving Fund shall

be deemed to be part of the Development Fund until disbursed as

-( provided in this Section. Upon approval by the Auditor of the'

System, moneys in the Development Revolving Fund shall be dis-

bursed by check or draft signed by the Treasurer or other
o

officer of the System designated by the Board who shall supply,
. at the expense of the Development Fund, a fidelity bond to the

Development Fund Trustee in the principal amount of

Thousand Dollars ($_00,000).

When the moneys in the Development Fund or any part

thereof shall no longer be required to pay the cost of Develop-
.

ment Work, as evidenced by a resolution of the Board to that
.

effect, such moneys shall be transferred by the Development
' Fund Trustee to the Bond Fund Trustee for deposit in the Bond

*

Retirement Account in the Bond Fund or to the Construction
Fund Trustcc for deposit in the Construction Fund, as the Board

- may direct.

|

(.
-
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ARTICLE VII

APPOINTMENT, QUALIFICATION, RESIGNATION,
REMOVAL, POWERS, DUTIES AND LIABILITIES

OF THE TRUSTEES AND PAYING AGENTS

SECTION 7.1. Construction Fund Trustee. Prior to.

the delivery of the 197_ Bonds to the initial purchasers there-

of, the System shall appoint a Construction Fund Trustee. The
Construction Fund Trustee shall signify its acceptance of the

duties and obligations imposed upon it by this Resolution as*

such Construction Fund Trustee by executing and delivering to

the System a written acceptance of such duties and obligations.*

The System may remove the Construction Fund Trustee for cause,

and the Construccion Fund Trustee shall be removed at the re-

quest of and upon the affirmative vote of the holders of more
' than fifty per cent (50%) of the principal amount of bonds

issued pursuant to this Resolution then outstanding. In the

$ event of the removal, resignation, disability or refusal to

act of the Construction Fund Trustee, the System will thereupon

appoint a successor Construction Fund Trustee, which shall be a

bank having trust powers or trust company in New York, New York,

Seattle, Washington, or Chicago, Illinois, with a capital and

surplus in excess of Ten Million Dollars ($10,000,000), and

such successor shall have all the powers and obligations of the

Construction Fund Trustee under this Resolution theretofore vested

in its predecessor.

SECTION 7.2. Bond Fund Trustee. Prior to the de-

Livery of the 197_ Bonds to the initial parchasers thereof,

the System shall appoint a Bond Fund Trustee. The Bond Fund

Trustee shall signify its acceptance of the duties and obli-

gations imposed upon it by this Resolution as such Bond Fund

Trustee by executing and delivering to the System a written

acceptance of such duties and obligations. The Bond Fund

T

Section 7.1
~

g| Section 7.2
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I Trustee may be removed at the request of and upon the af firma-

tive vote of the holders of more than fifty per cent (50%) of

the principal amount of bonds issued pursuant to this Resolution

outstanding. In the event of the removal, resignation, dis-

ability or refusal to act of the Bond Fund Trustee, a suc-
,

cessor may be appointed by the holders of more then fifty

per cent (50%) of the principal amount of bonds issued pur-
suant to this Resolution outstanding, excluding any such bonds

held by or for the account of the System, and such successor

shall have all the powers and obligations of the Bond Fund

Trustee under this Rcaciution theretofore vested in its pre-*

decessor, or in any Bondholders' Committee created under

Article XI; provided, that unless a successor Bond Fund Trustee

shall have been appointed by the holders of bonds as afore-

said, the System by a duly executed written instrument signed

by a majority of the Board shall forthwith appoint a Bond

{'
Fund Trustee to fill such vacancy until a successor Bond Fund

Trustee shall be appointed by the holders of bonds as autho-

rized in this Section. Any successor Bond Fund Trustee ap-

pointed by the System shall, immediately and without further

act, be superseded by a Bond Fund Trustee appointed by the

holders of bonds issued pursuant to this Resolution. A suc-

cessor Bond Fund Trustee shall be a bank having trust powers

or trust company in New York, New York, Chicago, Illinois, or
'

Seattle Washington, with a capital and surplus in excess of

Twenty Million Dollars ($20,000,000).

SECTION 7.3. Contingency Reserve Fund Trustee.

Prior to 1985, or the Date of Commercial Opera-,

tion of any of the Projects, or any unit of the Skagit Project, which

ever occurs earlier, the System shall appoint a Contingency

Reserve Fund Trustee. The Contingency Reserve Fund Trustee

|
shall signify its acceptance of the duties and obligations

( imposed upon it by this Resolution as such Contingency Reserve

f* Section 7.3 77
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Fund Trustee by executing and delivering to the System a

written acceptance of such duties and obligations. The System

may remove the Contingency Reserve Fund Trustee for cause, and

the Contingency Reserve Fund Trustee shall be removed at the*

-request of and upon the affirmative vote of the holders of more

than fifty per cent (507.) of the principal amount of bonds issued

pursuant to this Resolution outstanding. In the event of the
removal, resignation, disability or refusal to act of the Con-

'

tingency Fund Trustee, the System shall the eupon appoint a
successor Contingency Fund Trustee, which shall be a bank having'

trust powers or trust company in New York, New York, Chicago,

Illinois, or Seattle, Washington, with a capital and surplus in
excess of Twenty Million Dollars ($20,000,000), and such successor

shall have all the powers and obligations of the Contingency Fund

Trustee under this Resolution theretofore vested in its predecessor.

*

.

SECTION 7.4. Development Fund Trustee. Prior to the
0 )-

transfer of any moneys to the Development Fund pursuant to the

provisions of this Resolution, the System shall appoint a De-
'

,
velopment Fund Trustee. The Development Fund Trustee shall signify

.
its acceptance of the duties and obligations imposed upon it by

this Resolution as such Development Fund Trustee by executing and

delivering to the Syst em a written acceptance of such duties and

obligations. The Systee may remove the Development Fund Trustee

for cause, and the Development Fund Trustee shall be removed at the-

request of und upon the affirmative vote of the holders of nore

than fifty per cent (507.) of the principal amount of bonds issued

. pursuant to this Resolution then outstanding. In the event , f the
.

removal, resignation, disability or refusal to act of the Develop-
ment Fund Trustec, the System will thereupon appoint a successor

Development Fund Trustee, which shall be a bank having trust powers

or trust company in New York, New York, Seattle, Washington, or

Chicago, Illinois, with a capital and surplus in excess of Ten
Million Dollars ($10,000,000), and such successor shall have i

fi Section - 78 -
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all the. powers and obligations of the Development Fund Trustee

under this Resolution theretofore vested in its predecessor.
T ,q
Als SECTION 7.5. Resignation of Trustees. The Bond Fund

d. ,

'

,4

< . *; - Trustee, the Contingency Reserve Fund Trustee, the Constructiona s,

?n Fund Trustee or the Development Fund Trustee may at any time re-*'
't 4<r

; /
g'' sign and be discharged of its duties and obligations under thiso o $4

Resolution by giving nit less than 60 days' written notice to
,

* ' ''

the System and publishing notice thereof, specifying the 'date'
. '

when such resignation shall take effect, once in each week for,

*

three successive calendar weeks in the manner provided in Section.

*

12.2 hereof, and such resignation shall take effect upon the day

specified in such notice unless previously a successor shall
have been appointed by the System in the case of the Contin-

gency Fund Trustee, the Construction Fund Trustee, or the

Development Fund Trustee, or by the System or the bondholders* ,-..

as above provided in the case of the Bond Fund Trustee, in
$,

,

which event such resignation shall take effect innediately*

.

' on the appointment of such successor.
4 .

SECTION 7.6. Appointment of Paving Agents: Each3

Paving Agent to Hold Money in Trust. The System shall appoint
!

'
Paying Agents for each Series of Bonds, which shall be banks!

or trust companies in each of the cities of Seattle, Washington,

Chicago, Illinois, and New York, New York, and the Bonds of
%

such Series and the coupons, if any, attached thereto shall

be payable at the principal offices of said Paying Agents in
said cities. Each Paying Agent shall hold in trust for the4

benefit of the Bondholders and the Bond Fund Trustee all sums' *

held by such Paying Agent for the payment of the principal of
,

and interest on the Bonds. Anything in this paragraph to the
4

contrary notwithstanding, the' System may, at any time, for the'

'

purpose of obtaining a satisfaction and discharge of this Reso-

.
Section 7.5"

' Section 7.6
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lution, or for any other reason, cause to be paid to the Bond
Fund Trustee all sums held in trust by and Faying Agent here-

under as required by this sectien. which sums shall be held

by the Bond Fund Trustee upon the trusts herein contained, and

such Paying Agent shall thereupon be released from all further

liability with respect to such sums.

SECTION 7.7. Action by Bond Fund Trustee in Payment

of Bonds. The appropriate accounts of the Bond Fund shall be*

drawn upon by the Bond Fund Trustee for the purpose of paying

the principal of, premium, if any, and interest on the Bonda
or transferring moneys to the Faying Agents for that purpose.

SECTTON 7.8. Duties and obligations of the Trustees.

The duties and obligations of each trustee appointed by or pur-

suant to the provisions of this Resolution prior to the occur-
.-

~ ence of an Event of Default (hereinafter defined), and subsequent

to the curing of such Event of Default, shall be determined solely \]
by the express provisions of this Resolution, and such trustee
shall not be liable for any action of any other trustee and shall
not otherwise be liable except for the performance of its duties

and obligations as specifically set forth herein and to act in

good faith in the performance thereof, and no implied duties

or obligations shall be incurred by such trustee other than those

specified herein, and such trustee shall be protected when acting
.

in good faith upon the advice of counsel, who may be counsel to

the System. In case an Event of Default has occurred which has

not been cured, such trustee shall exercise such of the rights and

powers vested in it by this Resolution and use the same degree of
care and skill in the exercise thereof as a prudent man would ex-

ercise or use under the circumstances in the conduct of his own
affairs. No trustee shall be deemed to have knowledge of any

Event of Default not known to such trustee.

Section 7.7 )
Section 7.8gi
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SECTION 7.9. Evidence on Which 1rustees 'and Paving

Agents May Act. Subject to the provisions of Section 7.8

hereof, the trustees may conclusively rely, as to the correct-
ness of the statements, conclusions and opinions expressed

therein, upon any certificate, report, opinion or other docu-
ment furnished to such trustee pursuant to any provision of

this Resolution. Except as otherwise expressly provided in this

Resolution, any request, consent, certificate, demand, notice,
.

order, appointment or other direction made or given by the System

to any trustee or the Paying Agents shall be deemed to have been

sufficiently made or given by the proper party or parites if ex-
ecuted on behalf of the System by an officer of the Board.

SECTION 7.10. When Trustees Not Required to Act.

None of the provisions contained in this Resolution shall require

any trustee to spend or risk its own funds or otherwise incur
individual financial responsibility in the performance of any

{ g

of its duties or in the exercise of any of its rights or powers

if there are reasonable grounds for believing that the repayment

thereof is not reasonably assured to it under the terms of this
.

Resolution.

SECTION 7.11. Compensation of Trustees and Paving

ARents. Each trustee and Paying Agent shall.be entitled to

reasonable compensation for ali services rendered by it in the
.

execution, exercise and performance of any of the powers and

duties to be exercised or performed by it pursuant to the pro-

visions of this Resolution or any Series Resolution, which com-

pensation shall not be limited by any provisions of law in regard<-

to the compensation of a trustee of any express trust, and the
i

System will pay or reimburse each trustee and Paying Agent upon

request for all expenses, disbursements and advances incurred
I

Section 7.9
Section 7.10( Section 7.11
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or made by it in accordance with any of the provisions hereof )

(including the reasonable compensation and expenses and disburse-

ments of counsel for such trustee or Paying Agent and of any per-

sons not regularly in the employ thereof). Subject to the pro-
visions of Section 7.8 hereof, each trustee shall be entitled to

indemnity from the System against any loss, liability or expense
incurred on its part arising out of or in connection with the

acceptance or administration of the powers and duties of the
trust created pursuant to the provisions of this Resolution,

including the cost and expense of defending against any claim

or liability in the premises, and, to the extent permitted by

law, each trustee shall have a lien or claim for payment of

such compensation, expenses and disbursements of counsel, losses,

liabilities and expenses prior to that of the holders of the bonds

issued pursuant to this Resolution upon any funds held by it under

this Resolution.

SECTION 7.12. No Liability of Trustees for Correctness

of Recitals. The trustees shall not be responsible in any manner

whatsoever for the correctness of the recitals, statements and

representations herein or in the Bonds or in the coupons, all of
which are made by the System solely. The trustees make no re-

presentation as to the value or condition of the Projects or any
' part thereof, or as to the right, title and interest of the System

in the Projects or as to the lien created by this Resolution, or
as to the validity of this Resolution or of the Bonds issued here-

under, and the trustee shall incur no liability or responsibility
in respect to any such matters. The trustees shall not have any

responsibility as to the amount of bonds issued pursuant to this
Resolution issued or outstanding at any time.

SECTION 7.13. Evidence on Which Trustees Hav Relv;

Rights of Trustees to Deal in Bonds and Any Other Obligations

of the System. Subject to the provision of Section 7.8, in
t

Section 7.12
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1. case at any time it shall be necessary or desirable for any
trustee to make any investigation respecting any fact prepara-

tory to taking or not taking any action or doing or not doing
anything, and in any case in which this Resolution provides for*

.

permitting or taking any action, such trustee may rely upon any
certificate required or permitted to be filed with it under the

provisions of the Resolution,. and any such certificate shall be
evidence of such fact to protect it in any action that it may or

,

may not take or in respect of anything it may or may not do, by
'

. reason of the supposed existence of such fact.

Any trustee and its directors, officers, employees or

agents may in good faith buy, sell, own and hold any of the bonds

or coupons issued pursuant to this Resolution, and may join in

. any action which any Bondholder may be entitled to take with

like effect as if such trustee were not a trustee under the
Resolution. Any trustec may in good faith hold. any other form' ' '

I of indebtedness of the System, own, accept or negotiate any
,

drafts, bills of exchange, acceptances or obligations thercof,'

make disbursements therefor and enter into any commercial or*

business arrangement therewith, including the purchase from or

sale to the System or Investment Securities. No trustee shall

be deemed to have any conflict of interest solely by reason of

any such transaction.

.

.
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ARTICLE VIII [)
THE CONSTRUCTION ENGINEERS

SECTION 8.1. Appointment of Construction Encineers.
.

.
The appointment of as Construction

Engineer for the WPPSS No. 4 Project by Resolution No.

o'f the Board 'and the appointment of as

Construction Engineer for the WPPSS No. 5 Project by Resolution

No. of the Board are hereby confirmed,'and the System
.

covenants that it will retain, on a continuous basis, each such
.

engineering firm, or some other construction engineer or engineer-

ing firm of national reputation, recognized for knowledge, skill

and experience in the design, construction and operation of

nucicar generating facilities, .as the Construction Engineer for

the Project for which it has been appointed, until the report
with respect to such Project has been rendered t y the Construc-

,
,

tion Engineer therefor as provided in Section 8.6 hereof.
g

SECTION 8.2. Construction EnRineers Not to be Employed

as Consulting Engineer _. The System will not employ any of the
.

Construction Engineers as Consulting Engineer for the Projects

and will not, so long as any of the Bonds are outstanding, now

or hereafter employ any of the Construction Engineers in any

capacity in connection with the Project for which it is Construc-
tion Engineer except that of Construction Engineer.

.

SECTION 8.3. Duties of Construction Engineers. The

System shall cause the Construction Engineers for the WPPSS

No. 4 Project and the WPPSS No. 5 Project to:
.

.

A. Prepare and submit to the System such

drawings, designs, plans, specifications, surveys

and reports as are necessary for the proper acqui-

I
sition and construction of such Project and approve

and supervise any necessary modifications in the

Section 8.1 'ISection 8.2, Section 8.3- )i - 84 -

.

m ._.



: + -

.:

s
*

|.

|-

(' de' sign, plans'and specifications thereof; and pre-

pare and deliver to the System all certificates with

respect to e ich Project referred to in this Resolution
required to be furnished by the Construction Engineer

therefor;

B. ' Prepare and submit to the System, the

Construction Fund.Trustec, the Bond Fund Trustee and

to such holders of the Bonds as may file with the

System a request in writing for copies thereof, quarter-
.

ly reports of progress during the Period of Construction
of such Project, including data as to the date of expect-

ed completion and the comparison of estimated construc-
tion time and the Cost of Construction thereof as compared

with the estimates made prior to the issuance and sale

of any Bonds hereunder, and an estimate of the amounts
that will be needed from time to time to pay the' Cost

of Construction thereof and the estimated dates of such
g

payments;

C. Continously supervise and inspect the acqui-

sition and construction-of such Project in accordance .

with the usual accepted practices of such inspection

and supervision;

D. Upon completion and testing as required by

the specifications of such Project, certify to the

System to that effect and to the further effect that
such Project is ready for normal continuous operation.

In rendering any certificate pursuant to this Resolution,
a Construction Engineer may rely upon certificates and estimates of

the System with respect to owner's cost, including expenses of Fuel.

,
*

SECTION 8.4. - Report When WPPSS No. 4 Proieet and WFPSS

No. 5 Proicet Ready for Normal Continuous Operation. As soon as

I practicabic after the date of which the Construction Engineer for
the WPPSS No. 4 Project or the WPPSS No. 5 Project shall determine

_

i
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that. (i) such Project confoyms to the plans and specifications
I

as may be modified from time to time and is ready for normal -

continuous operation; (ii) that the acquisition, construction
and installation of such Project has been completed in every

material respeert and (iii) that the costs (Including contin-

.gencies), as estimated by such Construction Engineer, of all
work remaining to be done in order to complete such acquisition,

construction and installation (hereinafter in this Article VIII
called " remaining work") will not exceed $3,000,000, the System

,

shall cause such Construction Engineer to file a report to that

effect with the System, the Bond Fund Trustee and the Construction

Fund Trustee.

SECTION 8.5. Details of Report When the WPPSS No. 4

Protect or WPPSS No. 5 Project is Ready for Normal Continuous

Operation or the Date of Commercial Operation. Whichever Is Later.

As soon as practicable af ter the date as of which the Construction

Engineer for the WPPSS No. 4 Project or the WPPSS No. 5 Projectg -)makes the determinations with respect to such Project referred to

in Section 8.4 hereof, or the Date of Commercial Operation of

such Project, whichever is the later, the System shall cause the

Construction Engineer for such Project to file with the System,

the Bond Fund Trustee and the Construction Fund Trustee a. report

setting forth as of such later date, the following in reasonable

detail:

(a) the total Cost of Construction of such*

Project exclusive of claims of contractors and others
which are the subject of actual or prospective dispute'

or controversy (hereinafter in this Article VIII called
.,

" dispute or controversy") and exclusive of the cost

(including contingencies), as estinated by the Construc-

tion Engineer therefor, of the remaining work;

|
(b) the partion of the total Cost of Construc-

tion specified pursuant to the foregoing lause (a)'

)
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which has been paid in full;

(c) the portion of the total Cost of Construc-

tion specified pursuant to the foregoing clause (a)

which remains to be paid, including all amounts which

are not the subject of dispute or controversy-but are

dependent upon the satisfaction of any agreements or

conditions precedent to such payment;

(d) the aggregate amount of the claims of
.

contractors and others which are the subject of

,

dispute or controversy;

(e) In the case of the WPPSS No. 4 Project, the-

cost (including contingencies) as estimated by the

Construction Engineer therefor and as approved by

the System, of the remaining work , and in the case of

the WPPSS No. 5 Project, the System's ownership Share
' of suci cost; and

( 0 (f) such amount, if any, as the Construction

Engineer shall determine is necessary or desirable to

be set aside in the Construction Fund for contingencies,

including any further modifications which may be required

under Section 2.3 hereof, in order to avoid the possible

necessity of issuance or further issuance of Bonds.

SECTION 8.6. Report on Final Completion of the WPPSS

No. 4 or the WPPSS No. 5 Proicet. As soon as practicable after-

the date as of which the Construction Engineer for the WPPSS No. 4

or the WPPSS No. 5 Project shall determine that the acquisition,-

construction and installation of such Project has been fully
,

completed and that the total Cost of Construction thereof has

been fully paid and satisfied (including but without limitation

final payment or satisfaction of each dispute or controversy and

payment in full for all remaining work), the System shall cause;

such Construction Engineer to file a report with the System, the

(
Bond Fund Trustee and the Construction Fund Trustee to that effect,-

setting forth the basis of such determination in reasonable detail.
,
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ARTICLE IX

COVENANTS TO SECURE BONDS
t

The System hereby covenants and agrees with the purchasers

and holders of all bonds issued pursuant to this Resolution as
'

follows:

SECTION 9.1. To Completa the Projects; To Maintain the

Properties thereof. The System will, subject to the provisions of

the Participants' Agreements, the WPPSS No. 5 Project Ownership
'

Agreement and the Skagit Project Ownership Agreement, (i) proceed

with all reasonable diligence to and will construct to completion

at the earliest practical time the WPPSS No. 4 Project and the
*

WPPSS No. 5 Project, will acquire its Ownership Share of the

Skagit Project and use its best efforts to cause the Skagit

Project to be constructed to completion at the earliest practical<

''
time, (ii) fulfill all of its obligations with respect to such

,

k construction and acquisition and thereafter at all times ),

operate or cause to be operated the properties of the Projects and

the business in connection therewith in an efficient manner and

at reasonable cost; (iii) maintain, preserve and keep, ~or cause

to be maintained, preserved and kept, the properties of the

| Projects, and all additions and betterments thereto and extensions

thereof, and every part and parcel thereof in goc,d repair, working
I order and condition, and (iv) from time to time make, or cause

to be made, all necessary and proper repairs, renewals, replacements,

additions, extensions and betterments thereto, so that at all

i times the business carried on in connection therewith shall be
.,

properly and advantageously conducted.
|

.

| The System will at all times comply with the terms and

conditions of all permits and licenses for the WPPSS No. 4 Project
j and the WPPSS No. 5 Project issued by federal or state governmental

|
agencies or bodies and with all federal or state laws or regulations

|
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'1 applicable to the construction, operation, maintenance and repair."

of said Projects, or requiring a license therefor, and use its
best efforts to cause the parties to the Skagit Project Ownership

Agreement to comply with the terms and conditions of any such permit
or license for she Skagit Project and with cny such law or regulation
applicable to said Project.

SECTION 9.2. Use of Capability. Power and Encrev of the

Projects; Suf ficiency of Revenues. So long as any of the bonds

issued pursuant to this Resolution are outstanding and unpaid,*

the System agrees (1) that its Ownership Share of the capability

of and all power and energy produced oy the Projects will be

disposed of solely for the benefit and account of the Projects and

pursuant to the Participants' Agreements and the Power Sales

Agreements; and (2) that, whether or not the generation or trans-

mission of power and energy by any or all of the Projects is

suspended, interrupted or reduced for any reason whatever, the
.

- $ gross . revenues received in cash from rates and charges for the

System's ownership Share of the capability of and power and'

energy sold, furnished or supplied through the facilities of the

Projects will, in the aggregate, be sufficient (to the extent
not otherwise specifically provided for in this Resolution):

(a) to pay the System's Ownership Share of all costs
f

of, and all charges and expenses-in connection with, the proger

operation and maintenance of and repairs, renewals and

replacements to the Projects in order to keep the Projects in'

good operating condition and all taxes, assessments or other

governmental charges lawfully imposed on the Projects or the.

revenues therefrom, or payments in lieu thereof;+

(b) to make when due all payments which the System is

obligated' to set aside and pay (i) to the Bond Fund Trustee for
the account of the Bond rund pursuant to Section 6.2 hereof and

(ii) into any special fund or funds created for the payment of

the principal of, premium, if any, and interest on all additional
-(, bonds issued pursuant to Section 9.6 hereof;

,

f'
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(c) to make when due all payments which the System is ;
obligated to pay into the Fuel Fund, Reserve and Contingency Fund

and Contingency Reserve Fund pursuant to Sections 6.4, 6.5 and

6.6 hereof, respectively;
.

(d) to pay the System's Gwnership Share of the cost of
,

prevention or correction of any unusual loss or damage to, and of

major repairs, renewals and replacements to, the Projects, in order

to keep the Projects in good operating condition, and of additions,

betterments and improvements thereto and extensions thereof, less
.

thit part, if any, of such cost as is provided for by insurance, by
,

amounts available therefor in the Reserve and Contingency Fund and

the Contingency Reserve Fund and by proceeds of sale of additional

- bonds issued in accordance with Section 9.6 hereof; and

(e) to pay or discharge when due all other charges or

obligations against the gross revenues of the System's ownership

Share of the Projects of whatever nature and whether now or hereafter
,

~ imposed by law or by contract; ,

for the purpose of this section, proceeds of insuran e)
- provided that,

policies, if any, payable to the System because of loss of revenue-

i caused by delay in the completion of the construction of any of the

Projects, or because the operation thereof is suspended, interrupted

or reduced, shall be deemed to be gross revenues from the sale
8 of power and energy.

SECTION 9.3. To Fix, Establish, Maintain and Collect
'

Sufficient Rates and Charges. The System shall fix, establish,

maintain and collect rates and charges for the System's ownership
.

Share of the capability of and electric power and energy and other

' . ' services, facilities and correodities, sold, furnished or supplied
.

through the facilities of the Projects, including power and
energy delivered therefrom to or for the account of the System,

which shall be fair and non-discriminatory and adequate, whether

or not the generation or transmission cf power and energy by any

,

,
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k or all of the Projects. is suspended, interrupted or reduced for |

any reason whatever, to provide the System with revenues sufficient

to pay its Ownership Share of the costs of proper operation,
maintenance and repair of the Projects; and also for the payment of

all costs, expenses and charges specified in Section 9.2 above.

SECTION 9.4. Not to Amend Agreements _. So long as any of

the bonds issued pursuant to this Resolution are outstanding and

unpaid, the System will not (i) voluntarily consent to or pemit
,

J any rescission of, nor will it consent to any amendment to nor
,

otherwise take any action under or in connection with any of the
,

Participants' Agreements which will reduce the payments provided

for therein or which will in any manner impair or adversely

affect the rights of the System or of the holders from time to
time of the bonds issued pursuant to this Resolution, and the

System shall perform all of its obligations under said agreements
'

and take such actions and prcceedings from time to time as shall
il be necessary to protect and safeguard the security for the payment

of the bonds issued pursuant to this Resolution afforded by the

provisions of said Agreements; or (ii) voluntarily consent to or
permit any rescission of, nor will it consent to any amendment to
or modification of, nor otherwise to take any action under or in
connection with the WPPSS No. 4 Project Ownership Agreement or the

Skagit Project Ownership Agree.nent which will in any manner impair

or adversely affect the rights of the System or of the holders
,

from time to time of the bonds issued pursuant to this Resolution, and

the System shall perform all of its obligations under said Agreements
and shall take such actions and proceedings from time to time

'

as shall be necessary to protect and safeguard the security for

the payment of the bonds issued pursuant to this Resolution

afforded by the provisions of said Agreements.

SECTION 9.5. Not to Furnish Facilities of the Projects

i
' Free of Charge; Enforcement of Accounts Due. So long as any

( bonds issued pursuant to this Resolution are outstanding and

{ Section 9.4.
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unpaid, the System will not furnish or supply electric energy or a )
other commodity, service or facility furnished by or in connection

with .the operation of the System's ownership Share of the Projects
.

free of charge to any other system of the System, or any person,
.

finn or corporation, public or private, and the System will'

promptly enforce the payment of any and all accounts owing to the
.

System by reason of the ownership and operation of the Projects.

SECTION 9.6. Additional Indebtedness. The System will
.

not hereafter create any other special fund.or funds for the
*

.

payment of revenue bonds, warrants or other obligations or

issue any bonds, warrants or other evidences of indebtedness

payable out of or secured by a pledge of the revenues or

properties of the Projects, or create any additional indebtedness
which will rank on a parity with or in priority over the charge
and lien on such revenues or properties for the payments into

*
.

the Bond Pund, except that additional bonds may be issued'

0
payable from said revenues on a parity with the Bonds hereby )*

.

authorized, and secured by an equal charge and lien on such

revenues, in such principal amount as may be required for any

one or more of the following purposes:

(a) to comply with any order or decision of

any state or federal governmental agency or authority

with authority to issue or make and enforce an

order or decision requiring the installation of
.

additional facilities or modifications at or in

any of the Projects;.

. (b) to comply with Section of the
.9

Participants' Agreements, providing for the issuance

of additional bonds to pay for replacements,

repairs and betterments, and for capital additions
and betterments necessary to achieve design

capability or required by any governmental agency

or authority; and

i I
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(c) to refund at any time any or all of the

then outstanding bonds issued pursuant to this

Resolution.,

The System shall not issue any additional bonds pursuant*

to paragraphs (a), (b) or (c) above, unless prior to or simultaneously
with the issuance of such bonds the System shall have in effect

valid written contracts for the sale of its Ownership Share of the

capability and power and energy of the Projects which, in the'

opinion of the Board (as evidenced by a resolution thereof*
-

certified by its Secretary and filed with the Bond Fund Trustee)
and of the Consult.Ing Engineer (as evidenced by a certificate thereof

filed with the Bond Fund Trustee),' will produce revenues at least

sufficient, whether or not the generation or transmission of

power and energy by the Projects is suspended, interrupted or

f reduced for any reason whatever, to enable the System to meet.

$ all'its obligations under this Resolution, including the timely .
- {'

'

payment of all costs, expenses and charges specified in
'

Section 9.2.
,

The contracts referred to in the preceding paragraph

shall be for terms extending at least to the final maturity date

of the bonds then being issued, provided, however, that some of

such contracts may terminate prior to said date if in the opinion

of the Board and the Consulting Engineer, evidenced as aforesaid,
.

such contracts and the contracts not terminating prior to such

date will in the aggregate produce the revenues required by the
.

preceding paragraph. Unless the power purchasers thereunder

shall be the other parties to the Participants' Agreements, such
,

contracts shall be with purchasers which, in the opinion of the

Consulting Engineer,as evidenced by a certificate filed with

the System and the Bond Fund Trustee, have the ability and.

financial responsibility to cet their obligations under st.chi

contracts.

I f
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The contracts referred to in the two preceding paragraph )

shall contain terms with respect to payments for the System's

ownership Share of the capability and power and energy c f the

Projects, and the items of annual power costs to be included in

.the price for such capability and power and energy to such.

. purchasers, no less favorable to t e System than the terms ofh

the Participants' Agreements.

Upon or prior to the issuance of such additional bonds,
there shall be filed with the Bond Fund Trustee a written opinion,

c' counsel to the System that contracts obligating the purchasers

thereunder to pay to the System amounts sufficient to meet all

of its obligations under this Resolution are valid and binding

upon the parties thereto and are in accordance with existing law.
The supplemental resolution or resolutions authorizing

the issuance of any such additional bonds shall:

1. Designate each such issue as a separate series

I by reference to the year of issuance; )
2. Provide that such bonds shall be either cert bonds,

serial bonds, or a combination of term and serial bonds;

3. Provide that the interest on such bonds shall be

payable on 1 and 1 of each

year, and the principal payments and sinking fund payments for
the retirement of term bonds in advance of maturity, shall be

payable on either of said dates;

4. Designate the Bond Fund Trustee as bond fund trustee

for such bonds.

5. Create a separate bond fund for such additional

bonds containing an interest account, principal account (if
serial bonds are authorized), bond retirement account (if term

bonds are authorized), and reserve account; and provide for

the transfer to such accounts of moneys from the Revenue Fund

in the amount necessary to pay the principal of redemption

premiums, if any, and interest on such additional bonds when due;

|
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k 6. Provide that the respective amounts to'be paid

into such separate bond fund for the retirement of such

additional bonds in cach year shall' commence within five (5)-

years .from the date of such bonds; provided, however, that*

payments of such amounts for the retirement of refunding bonds

may conunence at the time when payments with respect to the

retirement of the Bonds or additicnal bonds being refunded would

be required if such Bonds or additional bonds were not so*

''
refunded;

7. Provide that the final maturity date of such bonds'

issued for the purposes specified in clauses (a) and (b) above

shall be (i) the last date upon which a principal or sinking
fund installment on Bonds becomes due, if the service life of

the facilities financed from the proceeds of such bonds, as

determined by the Consulting Engineer at the time of issuance,

does not extend beyond such date or (ii) not earlier than such*
o

I date, but not later than the expiration of the service life of
(

-

the Projects, as determined by the Consulting Engineer at the
time of issuance of the additional bonds, if such service life

,

'

extends beyond such date.*

8. Provide that from the proceeds of such addition 41'

bonds an amount equal to the maximum amount of interest to

become due on such additional bonds in any six-month period from
,,

the date of such additional bonds to the final maturity date
. thereof shall be deposited in the reserve account established in

such separate bond fund, and that said reserve account shall be
.

maintained at all times at said amount so long as such bonds
.

are outstanding."

.,

9. Provide that the proceeds of such additional bonds,

if not required for the purpose of refunding outstanding bonds

issued pursuant to this Resolution, shall be deposited in a-

I construction fund to be held by a construction fund trustee,

and that payments therefrom shall be made upon compliance with
,
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terms and 'cenditions substantially the same as are provided = )
by Secticn 6.12 of this-Resciutien for the withdrawal of moneys

from the Construction rund.
Nething herein contained sball prevent the System -

.

from issuing revenue bonds, notes er warrants or other evidences

of indebtedness which are a charge upon all or any portion of

the revenues of t,he System's ownership Share of tite Projects

' junior or inferior to the payments to be' made into the Bond Fund

and the bond funds created for additional bonds.*

SECTION 9.7. Not to Encurber or Dispose of Project

Properties; Iermination cf Projects. The System will not sell,

mortgage, lease or ctherwise dispose of its Ownership Share of

any of the Preject preperties, or permit the sale, mortgage, lease
or other disposicien thereef, except as hereinafter provided

in this section.

1. The System may sell, lease or otherwise -

dispose of all such properties,provided that I

simultanecusly with such sale or other disposition

thereof, provision is made for the payment of cash

into the Bond Pund and any other special funds of

the System created for the purpose cf paying bonds

issued pursuant to this Resolution sufficient to
retire, and to pay the interest to accrue prior to

such retirement on all bends issued pursuant to
,

this Resolution then outstanding in full in accord-

ance with the requirements of this Resolution and

any supplemental resolution authorizing such

additional bonds.

2. The System may sell, lease or otherwise*

. dispose of its ownership Share of any portion of the

works, plants and facilities of the Projects and any
real and personal property comprising a part thereof

f
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'i . which is unserviceabic, inadequate, obsolete, worn-out'

or unfit to be used or no longer required for use in

cennectien with the operation of the Frojects, provided,

however, that if the original cost of the System's

Ownership Share of the properties so to be disposed of*

(except properties of the Skagit Project) wac in

excess of $100,000, the Consulting Engineer shall first

certify that the properties to be disposed of are
unserviceable, inadequate, obsolete, worn-out or unfit'

to be used or no longer required for use in connection'

-

with the operations cf the Projects and provided,

further, that ' the System may dispose of its Ownership

Share of any properties of the Skagit Project if such

disposal- is required by the provisions of the Skagit

Project Ownership Agreement. Moneys received by the

/ System as the proceeds of any such sale, lease or

I other disposition of a portion of the properties of[
any Project shall to the extent of $50,000 be trans-
ferred to the Reserve and Contingency Fund and used for

the purposes specified in Section 6.5 for the use of

other moneys in said Reserve and Contingency Fund, and

any moneys received from such partial disposition of

property in excess of $50,000 shall be paid into the

Bond Retirement Account and the bond retirement accounts
.

created for additional bonds issued pursuant to this

Resolution, in the proportion which the outstanding

principal amount of the Bonds and of such additional
" bonds of each series bears to the total outstanding

principal amount of the Bonds and such additional
i^ bonds of all series and used for the purchase or re-

demption of Bonds and such additional bonds; provided,
! i

; however, that if such sale, Icase or other disposition
:
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of a portion of -the properties of any Project is in
)-

connection with replacement of such properties, all

moneys received from such partial disposition of property
shall be transferred to the Reserve and Contingency

Fund; and provided further, however, that any moneys

received;by the System as proceeds of any such sale,

lease or other disposition of any Fuel acquired for

any Project, including'any and all nucicar material,
tools, equipment, Onstruments and spare parts, together

,

with all associated and related property necessary to

the acquisition, furnishing, processing, reprocessing,
,

and. disposal of the Fuel, shall be paid into the

Revenue Fund and transferred to the Fuel Fund.
3. . In the event that the ownership of the

System's Ownership Share of the properties of any

Project or any part'thereof, shall be transferred from
the. System through. the operation of law, any moneys

i received by the System as a result of any such transfer }

shall be paid into the Hond Retirement Account and the

bond retirement accounts created for additional bonds

issued pursuant to this Resolution, in the proportion
which the outstanding principal amount of the Bonds and

of such additional bonds of each series bears to the
total outstanding principal amount of the Bonds and

such additional bonds of all series and used for the
.

purchase or redemption of Bonds and such additional

bonds.

4. The System may terminate any or all of the

Projects if and to the extent permitted by the

Participants' Agreements. Any moneys received by the

System from the disposition of the properties of any

Project so terminated may be applied to the payment

of the System's Ownership Share of the cost of

I
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II decommissicning such Project, and any amounts so received

not. required to pay such costs shall be applied as

provided in paragraph 3 above or the last paragraph of -
I this Section.

Nothing centained in this Section or in this Resolution

shall be construe,d to prevent _the System _ from cons,tructing as ~ a

separate utility system, an additional generating unit or units on
or near the site of any of the Projects, and using facilities of

such Project in connection with the construction or operation
therewith without compensation therefor; provided, however, that

the Consulting Engineer shall certify to the System and the Bond.

Fund Trustee that such use will not adversely affect the operations

of such Project or interfere with the performance by the System

of its obligations under this -Resolution.
,

Notwithstanding the provisions of paragraphs 2 and 3 of

this Section 9.7. moneys received by the System prior to the Date of
,

i I Commercial Operation of a Project as a result of any sale, lease

transfer or other disposition specified in such paragraphs, or as

a result of a dispesition specified in paragraph 4 above and which
are in excess of the amounts required for decommissioning costs, shall

be transferred to the Construction Fund.

SECTION 9.8. Incurance. The System shall, to the extent

availabic at reasonabic cost with responsible insurers, keep, or'

cause to be kept, the works, plants and facilities -comprising the

properties of the Projects and the operation thereof insured, with

policies payabic to the System for the benefit of the Projects,
the Participants, any other purchasers of power and energy from

-
the Projects, and any parties having ownership interests therein

as their interests may appear, against risks of direct physical
,

loss, damage to or destruction of the Projects, or any part1

~ thereof, and against accidents, casualties, or negligence, including

liability insurance and employer's liability, at -least to the extent

' Section 9.8 99

2. .. . - . . . - - . - - _ _ . . _ , - _ _ __ _ _ . ~ _ , _- . _,



1.

.

S

that similar insurance is usually carried by electric utilities

operating.like properties, and such other insurance as the parties
to the Participants' Agreements, the WPPSS No. 5 Project Ownership

Agreement and the Skagit Project Ownership Agreement may agree

upon. During the Period of Construction of any Project, in the
event of any loss or damage to the properties of such Project

covered by such insurance, the System will transfer the insurance

proceeds received by the System covering such damage or loss to
the Construction Fund. After the Period of Construction of any

.

Project the proceeds of insurance covering such loss or damage
.

shall be deposited in the Reserve and Contingency Fund; provided,

however, that proceeds of insurance covering loss or damage to

Fuel shall be deposited in the Fuel Fund. In the case of loss,
including loss of revenue, caused by delay in completion of, or

by suspension or interruption of generation or transmission of
.

power and energy by, any Project, the proceeds received by the
i System of any insurance policy or policies covering such loss )

occurring prior to the date upon which purchasers of power and

energy from such Project are obligated to begin payments therefor,

shall be paid into the Construction Fund, and the proceeds

received by the System of any insurance policy or policies covering

such loss after such date shall be paid into the Revenue Fund and

used to reduce payments by such purchasers. Within sixty (60)

days after each June 30, the System shall file, or cause to be
,

filed, with the Bond Fund Trustee a certificate of the Consultingi

i
'

Engineer describing in reasonable detail the insurance on such

Project then in effect pursuant to the requirements of this section

stating whether, in its opinion, such insurance then in effect

reasonably complies with the provisions hereof. A copy of each

I such certificate shall be forwarded to any holder of Bonds who

shall file with the System a written request therefor.
,

i

1
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" SECTION 9.9'. Books of Account; Annual Audit. The System |

shall keep proper books of account for its ownership Share of the

Projects, showing as a separate utility system the accounts of its

Ownership Share of the Projects in accordance with the rules and

regulations prescribed by any governmental agency authorized to.
.

_ prescribe such rules, including the Division of bbnicipal Corporations
of the State Auditor's office of the State of Washington, or other'

state department or agency succeeding to such duties of the State

Auditor's office, and in accordance with the Uniform System of

Accounts prescribed from time to time by the Federal Power
.

Commission, or any successor federal agency having jurisdiction

over electric public utility companies owning and operating

properties similar to the Projects, whether or not the System is

required by law to use such system of accounts. Such books of

accounts shall be in sufficient detail as to show the revenues and

expenses of each individual Project. Within one hundred twenty (120)

(, days after each June 30, the System shall cause such books of

accounts to be audited by independent certified public accountants
*

of national reputation licensed, registered or entitled to practice

and practicing as such under the laws of the State of Washington,

who, or each of whom, is in fact independent and does not have any

interest, direct or indirect, in any contract with the System other

than his contract of employment to audit books of account of the

System, and who is not connected with the System as an officer or
,

employee of the System. A copy of each audit report, annual balance

sheet and income and expense statement showing in reasonabic detail

the financial condition of the System's ownership Sbare of the

Projects as of the close of each fiscal year and summarizing in

reasonable, detail the income and expenses for such year, including

the transactions relating to the construction rund, the Revenue

Fund, the Bond rund, the Puel Fund, the Reserve and Contingency-

i
Fund, the Contingency Reserve rund and the Development rund and

k Section 9.9
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)' any and all special' funds and accounts created in respect of -
-additional bonds issued pursuant to this Resolution, and the.

amounts expended for maintenance and for renewals, replacements

and gross capital additions to the properties of the Projects* .

. 'shall be filed promptly with the Bond Fund Trustee and sent
~

to any Bondholder filing with the System a written request for

a copy thereof.

SECTION 9.10. Consulting Engineer. The System will,
.

as prescribed in this' Section, retain a nationally recognized.

independent engincer or engineering firm on a continuous basis for

the purpose of providing the System immediate and continuous

engineering counsel with respect to the Projects (the consulting
,

engineer or engineering firm employed pursuant to the paragraph

being referred to in this Resolution as the " Consulting Engineer").

The System will not employ said Consulting Engineer as Construction,.
,

Engineer for any Project, and will not, so long as any of the bonds ..g

issued pursuant to this Resolution-are outstanding, now or hereafte. h
,

*

employ the Consulting Engineer in any capacity in connection with'

.

the Projects except that of Consulting Engineer. Any Consulting
'

Engineer employed pursuant to this section shall be selected with

the special reference to his kr.owledge and experience in advising

on the operation of generating facilities and in the marketing

of pow er therefrom. The System covenants and agrees that it will
'

initially employ R. W. Beck and Associates as such Consulting'

Engineer for a period of fcur years from the date of the adoption
of this Resolution, and will thereafter renew such employment or*

may employ other Consulting Engineers for three-year periods so. . ,
.

. .

long as any bonds issued pursuant to this Resolution are out-'

standing. In addition to the other duties of the consulting
Engineer pursuant to this Resolution, the Consulting Engineer

,

j shall, not later than eighteen (18) months after the Date of
! Coannercial Operation of each Project, and each three (3) years

j.
i Section 9.10
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thereafter, make a physical examination of such Project, and

prepare a report based upon such examination and a survey of

' the management, operation and maintenance of such Project.
.

Each such report shall be in sufficient detail to show whether.

the System has satisfactorily performed and complied with.the
covenants set forth in this Resolution with respect to the

efficient management of the properties of the Projects and its
-

business, the sufficiency of the amounts being charged and.

collected for services under the requirements of this Resolution,e

the' proper maintenance of the properties of the Projects, and.

the making of necessary repairs, renewals, replacements and

improvements, and recomendations therefor. If the System in

any material way|shall have failed to perform or comply with the
covenants and agreements contained in this Resolution, such report

shall specify the details of such failure. In the making of such'

,
.

g report, the Consulting Engineer shall accept the audit report
,

,

of the independent certified public accountants referred to-

in Section 9.8 hereof. Copies of each such report shall be placed'

on file with the Bond Fund Trustee and with the System at its
.,

4 office in Richland, Washington, and shall be sent to any holder-

' of Bonds filing with the System a written request for a copy

thereof.-

The Consulting Engineer shall pass upon the economic-

|

soundness and feasibility of any contemplated renewals, replacements,*

additions, betterments and improvements to and extensions of,

the WPPSS No. 4 Project and the WPPSS No. 5 Project involving the*

expenditure by the System of $100,000 or more, and he shall embody,,
*

his findings in a certificate to be filed with the Bond Dind.

Trustee and the System. Such certificate shall specify the source
from which funds are to be derived for such expenditures and shall

| designate the expenditure as a renewal, replacement or capital
'

addition.

f
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In the event of any loss or damage to the properties of ;
the WPPSS No. 4 Project and the WPPSS No. 5 Project in excess of

$100,000, whether or not covered by insurance, the Consulting

Engineer shall ascertain the amount of such loss or damage and

shall issue and deliver to the System a certificate setting forth

the amount and nature of such loss or damage and recommendations

as to whether or not the properties affected by such loss or damage

should be replaced. A copy of such certificate shall be filed
with the Bond Fund Trustee and forwarded to any holder of Bonds-

,

who shall file with the System a written request therefor.

SECTION 9.11. To Make Economically Sound Improvements and

Extensions to the Projects. The System will not expend any of the

income, revenues, receipts, profits and other moneys derived by it

from the ownership or operation of the Projects for any renewals,

replacements, additions, betterments and improvements to, and

extensions of, any Project which are not economically sound or

which will not properly and advantageously contribute to the cond- )
of the business of such Project in an efficient and economical manner

unless required to do so by or pursuant to law to permit the

continued operation of such Project or by or pursuant to the

WPPSS No. 5 Ownership Agreement or the Skagit Project ownership

Agreement .

SECTION 9.12. To Pay Principal of and Premium and Interest

on Bonds. The System will duly and punctually pay or cause to be*

paid, but only from the revenues of the System's ownership Share of

the Projects and moneys pled ed hereunder to the Bond Fund, andF

from the System's Ownership Share of the proceeds of the sale or

other disposition (whether voluntary or involuntary) of properties

of the Projects, the principal of, premium, if any, and interest

on each and every Bond and each and every bond issued pursuant to

this Resolution on the dates and at the places and in the manner

t

Section 9.11
Section 9.12 )

gI 104 --

f ._ Q 1



'

.

.

provided in said Bonds and such other bonds and in the coupens.

thereto attached, according to the true intent and meaning thereof,

and will faithfully do and perform and fully observe and keep

any and all covenants, undertakings, stipulations and provisions
contained in the Bonds and such other bonds and in the coupons

thereto attached, and in this Resolution and any Series Resolution

and each resolution supplemental thereto or amendatory thereof.

SECTION 9.13. Paying Agents. The System shall at all
,

times maintain one or more offices or agencies in the City of
,

.

Seattle, Washington, in the City of Chicago, Illinois, and in the

City of New York, New York, where Bonds and coupons may be

presented for payment, and where notices,' demands and other

documents may be served upon the System in respect of the

Bonds and coupons or of this Resolution.

f SECTION 9.14. Protection of Security. The System is duly.

( f authorized under all applicable laws to create and issue the Bonds

and to adopt this Resolution and to pledge the revenues and other

moneys, securities and funds purported to be pledged by this
Resolution in the manner and to the extent provided in this

Resolution. The revenues and other moneys, securities and funds

so pledged are and will be free and clear of any pledge, lien,

charge or encumbrance thereon or with respect thereto prior to,

or of equal rank with, the pledge created by this Resolution,
'

except as otherwise expressly provided herein, and all corporate

action on the part of the System to that end has been duly and
.

validly taken. The Bonds and the provisions of this Resolution
are and will be valid and legally enforceable obligations of the'

System in accordance with their terms and the terms of this

Resolution. The System shall at all times, to the extent permitted

by law, defend, preserve and protect the pledge of the revenues
I and other moneys, securities and funds pledged under this Resolution

( Section 9.13
Section 9.14
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and all the rights of the Bondholders under this Resolution againsu

all claims and demands of all persons whomsoever.

SECTION 9.15. Authority of System to Construct and Maintain
.

the Project.s. The System has good right and lawful power to construct,.

reconstruct, improve, maintain, operate and repair its Ownership

Share of the Projects, and to fix, establish, maintain and collect
. rates and charges for its share of the cr- 111ty, electric power

.

and energy and other services, facilities and commodities sold,-

furnished or supplied through the facilities of the Projects asa

provided in this Resolution.

SECTION 9.16. Payment of Tares. Assessments and Other

Covernmental Charges and Payments in Lieu Thereof; Pavment of Claims.

The System will from time to time duly pay and discharge, or cause

to be paid and discharged, all taxes, assessments and other

governmental charges, or payments made in lieu thereof, lawfully'

imposed upon its ownership Share of the properties constituting )
'

,

the Projects, or on the revenues, income, receipts, profits and

other moneys derived by the System therefrom when the same shall*

become due; and the System's Ownership Share of all lawful claims

for labor and materials and supplies which, if not paid, might

become a lien or charge upon its ownership Share of the said

properties, or any part thereof, or upon the income, revenues,

receipts, profits and other moneys derived by the System from
,

the operation thereof, or which might in any way impair the

security of the obligations issued by the System payable from
,

,

said revenues, except those assessments, charges or claims which

the System or, in the case of the Skagit Project, Puget shall*

in good faith contest by proper Icgal proceedings.

| Section 9.15
Section 9.16'
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!SECTION 9.17. 'Taking any Further Action Necessary. The

' . System will at any and all times, insofar as it may be authorized
so to do by law,' pass', make, do, execute, acknowledge and deliver

all and every such further resolutions, acts, deeds, conveyances,

assignments, transfers and assurances as may be necessary or

desirable for the better assuring, conveying, granting, assigning

and confirming all and singular the rights, revenues and other

funds hereby pledged or assigned to the payment of the obligations*

issued by the System payable from the revenues of the. System's

Ownership Share of the Projects, including the bonds issued pursuant*

to this Resolution and appurtenant coupons, or intended so to be,

or which the System may hereafter become bound to pledge or,

assign.

SECTION 9.18. Arbitrage Bond Provision. The System will

comply with the requirements of Section 103(d) of the Internal
Revenue Code and the applicable regulations of the Internal Revenue

,

Service adopted thereunder throughout the term of tha. bonds issued

pursuant to this Resolution, in connection with the use of the

proceeds of any such bonds.

.

.

Section 9.17
Section 9.18
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ARTICLE X )
SUPPLEMENTAL RESOLUTIONS

SECIION 10.L Adoption of Suppicmental Resolutions

and Purposes Thereof. The System may adopt at any time and

from time to tLme a resolution or resolutions supplemental to

this Resolution for any one or more of the following purposes,

- and any such supplemental resolution shall become effective

in accordance with its terms upon the filing with the Bond
,

i Fund Trustee of a certified copy thereof and the opinion of

counsel for the System that such suppicmental resolution has
,

been duly adopted and the provisions thereof are valid and

binding upon the System, to-wit:

(1) To provide for the issuance of an
additional Series or Series of Bonds pursuant to

Section 3.4 hereof. and to prescribe the terms

and conditions pursuant to which such Bonds may be
)issued, paid or redeemed;

(2) To provide for the issuance of additional

bonds pursuant to Section 9.6 hereof, and to pre-

scribe the terms and conditions pursuar.c to which

such bonds may be issued, paid or redeemed;

(3) To add additional covenants and agreements

of the System for the purpose of further securing

the payment of bonds issued pursuant to this Reso-.

i lution, provided such additional covenants and agree-

ments are not contrary to or inconsistent with the

covenants and agreements of the System contained in

this Resolution;

(4) To prescribe further limitations and re-

strictions upon the issuance of bonds and the in-

curring of indebtedness by the System payabic from
g

the revenues of the Projects which are nnt contrary,

to or inconsistent with the limitations and restric-'

i

gi tions thereon theretofore in effect;

Section 10.1
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I (5) To surrender any right, power or privi-
lege reserved to or conferred upon the System by

the terms of this Resolution;

(6) To confirm as further assurance any pledge

under and the subjection to any lien, claim or

pledge created or to be created by the provisions
of this Resolution of the revenues of the Projects

or of any other moneys, securities or funds;

(7) To modify any of the provisions of this'

Resolution in any other respects; provided that such
.

modification shall not be effective until after the'

bonds issued pursuant to this Resolution then out-

standing shall cease to be outstanding, and any bonds

issued under such resolution shall contsin a specific

reference to the modifications contained in such
subsequent resolutions; or

$ (8) With the consent of the Bond Fund Trustee,

to cure any ambiguity or defect or inconsistent pro-
vision in this Resolution or to insert such provisions

clarifying matters or questions arising under this
Resolution as are necessary or desirabic in the event

any such modifications are not contrary to or incon-

sistent with this Resolution as theretofore in effect.

SECTION 10.2 Suppletncntal Resolution Modifyint Remo-
,

lution Subject to consent of Bondholders. The provisions of

this Resolution may be modified at any time or from time to
'

time by a resolution supplemental hereto, subject to the con-
sent of Bondholders in accordance with and subject to the pro-

visions of. Article X11 hereof, such amendment to become effec-

tive upon the filing with the Bond Fund Trustee of a certified

|
copy thereof.

Section 10.2(
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SECTION 10.3. Supplemental Resolution Af fecting

Trustees and Other Fiduciaries. No resolution changing,

amending or modifying any of tne rights or obligations-of
the Bond Fund Trustce,'the Contingency Reserve Fund Trustee,'

,

the Construction Fund Trustee, the Development Fund ' Trustee

or any other fiduciary may be adopted by the System or be

consented to by Bondholders without the written consent of

such trustee or fiduciary. The Bond Fund Trustee or any other
,

fiduciary affected thereby is hereby authorized to accept the
e

delivery of a certified copy of any resolution amending the'

provisions of this Resolution and shall be fully protected in
relying upon a certification by the Secretary of the System
that such resolution has been adopted in full compliance with

the terms and provisions of this Resolution.

,'.

*

.

.

.

4

.

e

i

't
'

,

.i
t

)

$6 Section 10.3
110 --

.

. _ _ - -_. . _ _ - _ __A_________. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

y



I l
,

*
.

.

..

I ARTICLE XI

DEFAULTS AND REMEDIES

SECTION 11.1. Events of Default. The Board hereby finds

and determines that the continuous operation of the Projects and

the collection, deposit and disbursement of the revenues therefrom

in the manner provided in this Resolution and in any supplemental

resolution authorizing the issuance of additional bonds pursuant

to the provisions of Section 9.6 of this Resolution, payabic from
the revenues of the Projects pari passu with the Bonds (which

additional bonds, together with the Bonds, are hereinafter in

this Article XI and in Article XII referred to collectively as
the " Bonds") are essential to the payment and security of the

Londs and the failure or refusal of the System to perform the

covenants and obligations contained in this Resolution and any

supplemental resolution will endanger the necessary continuous

operation of the Projects and the application of the revenues
k therefrom to the purposes set forth in this Resolution. This

Resolution and each supplemental resolution adopted pursuant to

Article X hereof are hereinafter in this Article XI and in
Article XII referred to collectively as the "Resciution". The

System further covenants and agrees with the purchasers and

holders from time to time of the Bonds in order to protect and

safeguard the covenants and obligations undertaken by the System

securing the Bonds, that if one or more of the following events

(herein called " Events of Default") shall happen, that is to say:
(1) The System shall default in the performance

of any obligations with respect to payments into the
Revenue Fund;

(2) Default shall be made in the due and punctual

ps rment of the principal of and premium, if any, on

any of the Bonds when the same sha11 become due and

payable, either at maturity or by proceedings for

( redemption or otherwise;

Section 11.1
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(3) Default shall be made in the due and punctusi )
*

payment.of any installment of interest on any Bond or

any sinking fund installment therefor when-and as such -

*' installment of interest or sinking fund installment shall
become due and payable, and such default shall continue

for a period of thirty (30) days;
(4) The System shall default in the observance and

performance of any other of the covenants, conditions and

agreements on the part of the System contained in the'

Resolution and such default or defaults shall have continued'

for a period of ninety (90) days;
(5) - The System shall (except as herein permitted)i

sell, transfer, assign or convey any properties constituting

the Projects or interes s therein, or any part or parts
thereof, or shall make any agreement for such sale or

, ' ' transfer (except as expressly authorized by Section 9.7*

0 hereof) or shall voluntarily forfeit or allow any of the )
.

leases, licenses, franchises, permits, approvals,
,

privileges, easements or rights of way necessary or
,

desirable in the operation of the Projects to lapse or

terminate prior to the expiration date thereof by'

neglect or default;

(6) An ordet, judgment or decree shall be entered.

,

by any court of competent jurisdiction (a) appointing
,

5 a receiver, trustee or liquidator for the System or the
whole or any substantial part of the Projects,. (b)

i
'

! approving a petition filed against the System underi

the provisions of Chapter IX of an Act to Establish a
>

,

Uniform System of Bankruptcy Throughout the United States,

Approved July 1,1898, as amended, (c) granting relief
1

to the System under any amendment to said Bankruptcy'

: Act which shall give relief substantially similar to
! that afforded by said Chapter IX, or (d) assuming
j )

custody or control of the System or of the whole or
,

' |6
|

!
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any substantial part of the Projects under the.

provisions of any other law for the relief or aid
of debtors and such order, judgment or decree shall

not be vacated or set aside or stayed (or, in case

custody or control is assumed by said order, suchp
' *

custody or control shall not be otherwise terminated),,

within sixty (60) days from the date of the entry of
such order, judgment or decree;

(7) The System shall (a) admit in writing its.

inability to pay its debts incurred in the ownership and-,

operation of the Projects genera 11y' as they become due,'

-

(b) file a petition in bankruptcy or seeking a composition
of indebtedness, (c) consent to the appointment of a

receiver of its creditors, (d) consent to the appointment
of a receiver of the whole or any substantial part of theI

Projects, (e) file a petition or an answer seeking relief
under any amendment to said Bankruptcy Act which shall'* .

( 0 give relief substantially the same as that afforded by
said Chapter IX, or (f) consent to the assumption by

.

any court of competent jurisdiction under the provisions
.

of any other law for the relief or aid of debtors of
custody or control of the System or of the whole or'

any substantial part of the Pro.*cets; .

.

then, and in each and every such case, so long as such Event cf

Default shall not have been remedied, unless the principal of all
,

the Bonds shall have already become due and payable, either the

Bond Pund Trustee (by notice in writing to the System) or the.

holders of not less than 20% in principal amount of said Bonds
i

then outstanding (by notice in writing to the System and the"
.

Bond Fund Trustee) may declare the principal of all the Bonds.

then outstanding, and the interest accrued thereon, to be due and

payable immediately, and spon any such declaration the same shall-

I become and be immediately due and payable, anything in the

Resolution or in any of the Bonds contained and to the contrary
{-

notwithstanding. The right of the Bond Fund Trustee or of the'

,

ji
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holiers of'not less than 207. in principal amount of the Bonds ) ,

to make any such declaration as aforesaid, however, is subject
to the condition that if, at any time after such declaration,

but (i) before any judgment or decree for the payment of moneys
due shall have been obtained or entered and has been discharged,i

(ii) before possession and control of the business and properties.'

of the Projects have been taken and are then held by the Bond
f

Fund Trustee or the holders of Bonds pursuant to Sections 11.3

and 11.4 hereof, and (iii) before the Bonds shall have matured by*

thei: terms, all overdue installments of interest upon the Bonds,' '

together with the reasonable and proper charges, expenses and

liabilities of the Bond Fund Trustee and the holders of Bonds
4

! and their respective agents and attorneys and all other sums then
.

. payable by the System under the Resolution (except the principal

I of, and interest accrued since the next preceding interest date

on, the Bonds due and payable solely by virtue of such declaration)
f

0 shall either be paid by or for the account of the System or ~ ;
provisions satisfactory to the Bond Fund Trustee shall be made for

such payment, and all defaults under the Bonds or under the

Resolution (other than the payment of principal and interest due
J

and payable solely by reason of such declaration) shall be made

good or be secured to the satisfaction of the Bond Fund Trustee

or provision deemed by the Bond Fund Trustee to be adequate shall

be made therefor, then and in every such case the holders of a
'

| majority in principal amount of the Bonds then outstanding, by

written notice to the System and to the Bond Fund Trustee, may

rescind such declaration and annut such default in its entirety,

or, if the Bond Nnd Trustee shall have acted without a direction
from the holders of not less than a majority in principal

'

amount of the Bonds outstanding at the time of such request,

and if there shall not have been theretofore delivered to the'

Bond Fund Trustee written direction to the contrary by the'

holders of not less than a majority in principal amount of the
).

Bonds then outstanding, then any such declaration shall ipso facts,
,

fi
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( be deemed to be rescinded and any such default and its consequences

shall ipso facto be deemed to be annulled, but no such rescission

and annulment shall extend to or affect any subsequent default

or impair or exhaust any right or power consequent thereen.

SECTION 11.2. Books of the System Open to Inspection.

The System covenants that if an Event of Default shall have

happened and shall not have been remedied, the books of record and

account of the System and all other records relating to the projects*

shall at all times be subject to the inspection and use of the

Bond Fund Trustee and any bondholders' committee representing the

holders of at least 25% of the principal amount of Bonds outstanding

and of their respective agents and attorneys, including the engineer

or firm of engineers appointed pursuant to Section 11.3.

The System covenants that if an Event of Default shall

happen and shall not have been remedied, the System will continue

$
to account, as a trustee of an express trust, for all revenues

and other moneys, securities and funds pledged under this
.

Resolution.

SECTION 11.3. Rights of Holders of Bonds Upon Default;

Application of Revenues. The System covenants that if an Event

of Default shall happen and shall not have been remedied, the

System, the Construction Fund Trustee, the Contingency Reserve

rund Trustee and the Development Fund Trustee, upon demand of
,

the Bond rund Tristee, shall pay over to the Bond Fund Trustec

(1) forthwith, all moneys, securities and funds then held by them

and pledged under the Resolution, and (ii) as promptly as

practicable after receipt thereof, all income, revenues, receipts
and profits derived from the ownership and operation of the

Projects (all such moneys in this A rticle collectively called

" Revenues").

.

Section 11.2
( Section 11.3

.

.
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During the continuance of an Event of Default, the j
Revenues received by the Bond Ibnd Trustee, or by a Bondholders'

Convaittee created as hereinafter provided, whether pursuant

to the provisions of the preceding paragraph, or as the result
of taking possession of the business and properties of the

Projects, shall be applied by the Bond Fund Trustee or Bondholders'

Committee, as the case may be, first to the payment of the

reasonable and proper charges, expenses and liabilities paid

or incurred by the Bond Fund Trustee or Bondholders' Coannittee,

as the case may be (including the cost of securing the services

of any engineer or firm of engineers selected by the Bond Fund Trustee

or Bondholders' Committee, as the case may be, for the purpose of

rendering advice with respect to the operation, maintenance, repair and

replacement of the Projects necessary to prevent any loss of

Revenues, and with respect to the sufficiency of the rates and
Icharges for power and energy sold, furnished or supplied by the

Projects), and thereafter to the payment of the reasonable andi

Inecessary cost of operation, maintenance, repair and replacement

of the Projects and the principal of and interest on the Bonds.

In the event that at any time the funds held by the Bond

Fund Trustee and the Paying Agents for the Bonds shall be

insufficient for the payment of the principal of, premium, if

any, and interest then due on the Bonds, such funds (other than

funds held for the payment or redemption of particular Bonds or

coupons which have theretofore become due at maturity or by call*

for redemption) and all Revenues and other moneys received or

collected for the benefit or for the account of holders of the
Bonds by the Bond Fund Trustee shall be applied as follows:

(1) Unless the principal of all of the Bonds shall have

become or have been declared due and payable,

First, to the payment to the persons entitled thereto

| of all installments of interest then due in the order
I of the maturity of such installments, earliest maturities

first, and, if the amount available shs11 not be sufficient I

fi
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to pay in full any installment or installments of:

interest maturing on the same date, then to the

payment thereof ratably, according to the amounts

due thereon, to the persons entitled thereto,

without any discrimination or_ preference; and

Second, to the payment to the persons entitled

thereto of the unpaid principal and premium, if any,

of any Bonds which shall become due, whether at

maturity or by call for redemption, in the order of
,

their due dates, earliest maturities l'irst, and, if
.

the amount available shall not be sufficient to pay _

in full all the Bonds due on any date, then to the

payment thereof ratably, according to the amounts of

principal and premium, if any, due on such date, to

the persons entitled thereto, without any discrimination

or preference.

(2) If the principal of all of the Bonds shall have
k 0 become or have been declared due and payable, to the payment of the

principal and interest then due and unpaid upon the Bonds without

preference or priority of principal over interest or of interest
over principal, or of any installment of interest over any other
installment of interest, or of any Bond over any other Bonds,

ratably, according to the amounts due respectively for principal

and interest, to the persons entitled thereto without any*

; discrimination or preference. If and whenever all overdue
installments of interest on all Bonds, together with the reasonabic

and proper charges, expenses and liabilities of the Bond Fund
,

Trustee and the holders of Bonds, their respective agents and

attorneys, and all other sums payabic by the System under the

Resolution including the principal of, premium, if any, and

accrued unpaid interest on all Bonds which shall then be payabic

by declaration or otherwise, shall either be paid by or for the
i account of the System, or provision satisfactory to the Bond,

{
Fund Trustic shall be made for such payment, and all defaults under

f I - 117 -
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the Resolution or the Bonds shall be made good or secured to the ) (

satisfaction of the Bond Fund Trustee or provision deemed by

the Bond Fund Trustee to be adequate shall be made therefor,

the Bond Fund Trustee shall pay over to the System all moneys,
.

securities, funds and Revenues then remaining unexpended in the

hands .of the Bond Fund Trustee (except moneys, securities, funds

or Revenues deposited or pledged with the Bond Pund Trustee),

and thereupon the System and the Bond Pund Trustee shall be
,

restored, respectively, to their former positions and rights
4

under this Resolution, and all Revenues shall thereafter be applied'

asprovidedinAhticleVI. No such payment over to the System

by the Bond Pund Trustee or resumption of the application of

Revenues as provided in Article VI shall extend to or affect

any subsequent default under the Pesolution or impair any right

consequent thereon.
.-

) SECTION 11.4. Suits by Bond Fund Trustee. If an Event

)of Default shall happen and shall not have been remedied, then*

and in every such case, the Bond Fund Trustee, either in its own

name or as trustee of an express trust, or as attorney in fact
for the holders of all the Bonds and the coupons appurtenant

,

thereto, or in any one or more of such capacities, by its agents

and attorneys, shall be entitled and empowered to proceed forthwith

to institute such suits, actions and proceedings at law or in

equity for the collection of all sums due in connection with the*

Bonds and to protect and enforce its rights and the rights of
the holders of the Bonds under the Resolution for the specific'

performance of any covenant herein contained, or in aid of the.:
execution of any power herein granted, or for an accounting against

.

the System' as trustee of an express trust, or in the enforcement

of any other legal or equitable right as the Bond Fund Trustee,

f being advised by counsel, shall deem most effectual to enforce

any of its rights, or to perform any of its duties under the'

Resolution. The Bond Fund Trustee shall be entitled and empowere 6

|

fi
Section 11.4
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either in its own name or as a trustee of an express trust, or as
<

<

(' an attorney in fact for the holders of the Bonds and the coupons

appurtenant thereto, or in any one or more of such capacities,
to file such proof of debt, amendment of proof of debt, claim,

petition or other document as may be necessary or advisable in

order to have the claims of the Bond Nnd Trustee and of the
.

holders of the Bonds and of the coupons appurtenant thereto

allowed in any equity, receivership,- insolvency, bankruptcy,

liquidation, readjustment, reorganization or other similar
.

proceedings relative to the System. For this purpose the Bond
.

Fund Trustee is hereby irrevocably appointed the true and lawful

attorney in fact of the respective holders of the Bonds and of the

coupons appurtenant thereto (and the successive holders of the
Bonds and of the coupons appurtenant thereto by taking and holding

the same shall be conclusively deemed to have so appointed the

Bond Wnd Trustee) with authority to make and file in the

respective names of the holders of the Bonds any such proof of'
'

{ debt, amendment of proof of debt, claim, petition or other document
,

in any such proceedings, and to receive payment of any sums

becoming distributable on account thereof, and to execute any such

other papers and documents and to do and perform any and all acts

and things for and on behalf of the holders of the Bonds and of

the coupons appurtenant thereto as may be necessary or advisabic in

the opinion of the Bond Fund Trustee in order to have the respective

claims of the Bond Nnd Trustee and of the holders of the Bonds
,

and of said coupons allowed in any such proceeding and to receive

payment of and on account of such claims; provided, however, that

nothing contained herein shall be deemed to give the Bond Fund
9 Trustee any right to accept or consent to any plan of reorganization

or compromise or otherwise take any action of any character in any

-
such proceeding to waive or change in any way any right of any

holder of Bonds or coupons appurtenant thereto.*

(
i
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All rights of action under the Resolution may be enforces )

by the Bond rund Trustee without the possession of any of the Bonds

or coupons or the production thertof on the trial or other

proceedings.-

The holders of not less than a majority in principal

amount of the Bonds at the time outstanding may direct the time,

II method and ' place of conducting any proceeding for any remedy available

to the holders of Bonds or the Bond Fund Trustee, or exercising

any trust or power conferred upon the Bond rund Trustee, provided*

that the Bond Fund Trustee shall be provided with reasonable'

security and indemnity and shall have the right to decline to follow

any such direction only (i) if the Bond rund Trustee shall be
advised by counsel that the action or proceeding so directed may

not lawfully be taken; or (ii) if the Bond Fund Trustee in good
faith shall determine that the action or proceeding so directed

,' would involve the Bond rund Trustee in personal liability; or (iii)+

O that the action or proceeding so directed would be unjustly-

prejudicial to the holders of Bonds not parties to such direction.
At any time after'the occurrence of an Event of Default

.

and prior to the curing of such Event of Default, whether or not*

the principal of, premium, if any, and interest accrued on all*

the outstanding Bonds shall have been declared immediately due and

payable as a result of such Event of Default, the Bond Fund Trustee,

as a matter of right against the System, without notice or demand,
,

and without regard to the adequacy of the security for the Bonds,

shall, to the extent permitted by law, be entitled to take
,

possession and control of the business and properties of the Projects.

/' Upon taking such possession, the Bond rund Trustee shall operate
,

and maintain the Projects, make any necessary repairs, renewals

and replacements in respect thereof, prescribe rates and charges

for Project capability, power and energy sold, furnished or+

6 supplied through the facilities of the Projects, collect the grossi

revenues resulting from the operation of the Projects, and perform
.)

,

all of the agreements and covenants contained in all contracts whi.
,

fi
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the' System is at the time obligated to perform. At any such time
,

; (
the Bond Fund Trustco shall be entitled to the appointment of a '

receiver of the business and property of the Projects, of the

moneys, securities and funds of the System pledged under the

Resolution, and of the Revenues, and of the income therefrom with >

! all such powers as the court or courts making such appointment

shall confer, including the power to perform and enforce all

contracts, to the same extert that.the System shall then be entitled

and obligated to do; provided, however, that, notwithstanding the

happening of an Event of Default, the rights and obligations of

the Participants under the Participants' Agreements not in default shal1+

not be affected by such happening of an Event of Default. Notwith-

standing the appointment of any receiver, the Bond Fund Tnistee

shall be entitled to retain possession and control of and to collect
and receive income from any moneys, securities, funds and Revenues

deposited'or pledged with it under the Resolution or agreed or

provided to be delivered to or deposited or pledged wfth it under i

i ( the Resolution.

|
The Bond Fund Trustee may without the happening of an

! Event of Default and, at the request of the holders of not less
,

than a majority of the Bonds then outstanding and upon being

i furnished with reasonable security and indenssity, shall take such

steps and institute such suits, actions os proceedings in its own

name, or as trustee, or in the name of the System, all as the Bond
! Pund Trustee may deem appropriate, for the protection and enforcement

of the rights of the holders of Bonds and the coupons appurtenant

thereto, to collect any amounts due and owing the System, or by

injunction, mandannas, foreclosure or other appropriate proceeding

in law and in equity to obtain other appropriate relief and may

enforce the specific performance of any covenant, agreement or

I condition contained in the Resolution, or in the Bonds, or in any )
contract to which the System is a party including the Participants' f
Agreements, the WPPSS No. 5 Project Ownership Agreement, the Skagit

Project Ownership Agreement and the Power Sales Agreements.
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' ' SECTION 11.5. - ' Sults by Individual Bondholders. Except )*

as otherwise specifically provided in this Section, no holder of

any of the Bonds or ccupons shall have any right to institute

'any suit, action or proceeding at law or in equity for the-'

enforcement of any provision of the Resolution or the execution'

,of any trust under the Resolution or for any remedy under the
Resolution, unless such holder shall have previcusly given to

the Bond Nnd Trustee written notice of the happening of an.

Event of Default, as provided in this Article, and the holders of,

at least 207, in principal amount of the Bonds then outstanding''

shall have filed a written request with the Boad Nnd Trustee,*

and shall have offered it reasonable opportunity, either to

exercise the powers granted under this Resolution or to institute
'such action, suit or proceeding in its own name, and unless such

Bondholder'shall have offered to the Bond Fund Trustee adequate

*
.

security and indemnity against the costs, expenses and liabilities'
'

O to be incurred therein or thereby, and the Bond Nnd Trustee for
b

-

a period of sixty (60) days after the receipt by it of such notice,
'

request and offer of indemnity shall have refused to comply with'
'

,

such request; it being understood and intended that, except as
.

above provided, no one or more holders of Bonds or coupons shall

f have any right in any manner whatever by his or their action to
1

; affect, disturb or prejudice the pledge created by the Resolution,

1 or to enforce any right under the Resolution, except in compliance'

; .

I with the conditions precedent to the initiation of such litigation
as herein provided; and that all proceedings at law or in equity

| -

to enforce any provision of the Resolution shall be instituted, had

U and maintained in the manner provided in the Resolution and for the
.,

j equal benefit of all holders of the outstanding Bonds and coupons.

In the event that the Bond Nnd Trustee shall have
!

failed or refused to comply with the aforesaid request after having
>

* been offered such security and indemnity, the holders of not less

than twenty per cent (207.) in principal amount of the Bonds then
-.

outstanding m.sy call a meeting of the holders of Bonds for the,

f I
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purpose of electing a' Bondholders' Connittee. Such meeting shall~

_

be called and proceedings thereat shall be conducted as provided
''

for other meetings of Bondholders pursuant to Article XII hereof.

At such meeting the holders of not less than a majority of the

principal amount of the Bonds must be present in person or by

proxy in order to constitute a quorum for the transaction of
business,-less than a quorum, however, having power to adjourn.

*

from time to time without any other notica than the announcement

thereof at the meeting. A quorum being present, at such meeting
.

the Bondholders present in person or by proxy may, by a majority|

of the votes cast, elect one or more persons who may or may not
.

be Bondholders to the Bondholders' Committee which shall act as ,

trustee for all Bondholders. The Bondholders present in person

or by proxy at said meeting, or at any. adjourned meeting thereof, ,

shall prescribe the manner in which the successors of the persons
elected to the Bondholders' Coassittee'at such Bondholders' meeting t

shall be elected or appointed, and may prescribe rules and ,

g,

regulations governing the exercise by the Bondholders' Committee

of the power conferred upon it herein, and may provide for the
*

termination of the existence of the Bondholders' Committee. The
Bondholders' Committee may, with the consent of the holders of

'
:
I more than fifty per cent (507.) of the principal amount of Bonds
I outstanding, remove the Bond Nnd Trustee. After the removal of the
.

'

Bond Fund Trustee pursuant to the provisions of this Section and

prior to the appointment of a successor Bond Nnd Trustee pursuant*

to the provisions of Section 6.2 hereof, the members of the

Bondholders' Conunittee elected by the Bondholders in the manner
|

f
herein provided, and their successors, as a comunittee are hereby

declared to be trustees for the holders of all the Bonds then
outstanding, and are empowered to exercise in the name of the ,

,

f Bondholders' Committee as trustee all the rights and powers con-

ferred in this Article XI on the Sond Fund Trustee or any Bondholder.
f |

{ Nothing !1 the Resolution or in the Bonds or in the

(
coupons contained shall affect or impair the obligation of the

| ') system, which is absolute and unconditional, to pay at the respective'

- 123
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dates of maturity and places therein expressed the principal of

and interest on the. Bond:s to the respective holders thereof, or

affect or impair the rights of action, which are also absolute
.and unconditional, of any holder to enforce the payment of his

.
Bonds, or to reduce to judgment his claim against the System

for the payment of the principal.and interest on his Bonds,
without reference to, or consent of, the Bond Nnd Trustee or

any other holder of Bonds.
.

SECTION 11.6. . Remedies Granted in Resolution Not Exclusive.
'

No remedy by the terms of this Resolution conferred upon or-

reserved to the Bond Fund Trustee or the holders of the Bonds is*

intended to be exclusive of any other remedy, but each and every
|.

such remedy shall be cumulative and shall be in addition to every

other remedy given under the Resolution or existing at law or

in equity or by statute on or after the date of adoption of the

| ,
Resolution.*

I
SECTIOM 11.7. Waivers of Default. No delay or omission ).;

of the Bond Fund Trustee or of any holder of Bonds to exercise any

right or power arising upon the happening of an Event of Default'

shall impair any right or power or shall be construed to be a
waiver of any such Event of Default or to be an acquiescence therein,

,

and every power and remedy given by this Article to the-Bond Fund

Trustee or to the holders of Bonds may be exercised from time to
4

time and as often as may be deemed expedient by the Bond Fund
.

i Trustee or by such holders.
Prior to a declaration accelerating the maturity of the,

-

Bonds as provided in Section 11.1, the holders of not less than
..

66 2/37 in principal amount of the Bonds at .the time outstanding
4

or their attorneys in fact duly authorized, may on behalf of the
holders of all of the Bonds waive 'any past default under the

Resolution and its consequences, except a default in the payment.

of principal of, premium, if any, or interest on any of the

i

-g j JSection 11.6
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Bonds. No such waiver shall extend to any subsequent or other

Ldefault'or impair any right consequent thereon.

SECTION 11.8. Waiver of Extension Laws. The System will

not at any time insist upon or plead, or in any manner whatsoever
claim or take the benefit or advantage of, any stay or extension

law now or at any time hereafter in force which may affect the

covenants and agreements contained in the Resolution, or in the

Bonds, but all benefit or advantage of any such law or laws is

hereby expressly waived by the System.
.

SECTION 11.9. Notice of Defaults. The Bond Fund Trustee

shall, within 90 days after the occurrence of an Event of Default,

give to the Bondholders, in the manner provided in Section 12.2

hereof, notice of all defaults known to the Bond Fund Trustee,
unless such defaults shall have been cured before the giving of

such notice (the term " default" or " defaults" for the purpose of
{ this Section 11.9 being hereby defined to be any Event or Events

of Default specified in Section 11.1); provided that, except in

the case of default in the payment of principal of. premium,

if any, and interest on any of. the Bonds or in the payment of

any sinking fund installment, the Bond Fund Trustee shall be

protected in withholding such notice if and so long as the board

of directors, the executive committee, or a trust committee of

directors and/or responsible officers of the Bond Fund Trustee

in good faith determines that the withholding of such notice is

in the interests of the Bondholders.

{- Section 11.8
Section 11.9
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)ARTICLE XII

AMENDMENTS AND BONDHOLDERS' MEETINGS

SECTION 12.1. Call of Bondholders Meetings. The System,

the Bond Pund Trustee or the holders of not less than twenty per cent

(207.) in principal amount of the Bonds then outstanding may at any
time call a meeting of the holders of the Bonds. Every such meeting

shall be held at such place in the City of New York, State of New York,

or in the City of Chicago, State of Illinois, as may be specified*

,

in the notice calling such meeting. Written notice of such meeting,

stating the place and time of the meeting and in general terms the
business to be submitted, shall be mailed to the Bondholders by

the System, the Bond Pund Trustee or the Bondholders calling such

meeting not less than thirty (30) nor more than sixty (60) days
before such meeting, and shall be published at least once a week

for four (4) successive calendar weeks on any day of the week,
.. the date of first publication to be not less than thirty (30)

$

days nor more than sixty (60) days preceding the meeting; providec,

however, that the mailing of such notice shall in no case be a1

condition precedent to the validity of any action taken at any
such meeting. Any meeting of Bondholders shall, however, be valid

without notice if the holders of all Bonds then outstanding are

present in person or by proxy or if notice is waived before or
within thirty (30) days after the meeting by those not so present.

.

SECTION 12.2. Notices to Bondholders. Except as other-

wise provided in this Resolution, any prov.ision in this Resolution
for the mailing of a notice or other paper to Bondholders shall be

| fully complied with if it is mailed postage prepaid (a) to each
|

registered owner of any of the Bonds then outstanding at his

address, if any, appearing upon the registry books of the System,

(b) to each owner of any of such Bonds payable to bearer who

shall have filed with the System or the Bond Pund Trustee an address

' for notices and (c) to the Bond Pund Trustee. Any provision in
)

{ Section 12.1
Section 12.2
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this Resolution contained for publication of a notice or other

matter shall require the publication thereof in The Daily Bond

Buyer in the City of New York, State of New York (or in lieu of

publication in The Daily Bond Buyer, in a daily newspaper printed
in the English language and customarily published on each

.

business day and of general circulation in-the Borough of tbnhattan, .

the City of New York, State of New York), and also in daily

newspapers printed in the English language and customarily published
,

on each business day of general circulation in each of the Cities
.

of Seattle, Washington, and chicago, Illinois. If, because of
.

the temporary or permanent suspension of the publication or general

circulation of any financial paper or newspaper in any particular

city, the System deems it impossible to publish any such notice in

such city in the manner herein provided, then there shall be made

in lieu thereof such publication as shall be decided upon by the

System, and the same shall constitute a sufficient publication of
,,

' such notice.

('

SECTION 12.3. Proxies: Proof of Ownership of Bonds;.

Execution of Instruments by Bondholders. Attendance and voting by

Bondholders at such meetings may be in persen or by proxy. Owners

of Registered Bonds or Coupon Bonds registered as to principal

may, by an instrument in writing under their hands, appoint any

person or persons, with full power of substitution, as their proxy
to vote at any meeting for them.'

. In order that holders of Bonds payable to bearer and their

proxies may attend and vote without producing their Bonds, the
.

Bond Fund Trustee may make and from time to time vary such
.

regulations as it shall think proper for the deposit of Bonds with'"

or exhibit of Bonds to any bank, bankers or trust companies,

wherever situated, and for the issue by them to the persons depositing

or exhibiting such Bonds, of certificates in form approved by the-

,

| - Bond Pund Trustee, which shall constitute proof of ownership
,

entitling the holders thereof to be present and vote at any such'
.

(
I Section 12.3.
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meeting in the same way as if the persons so present and voting, J
either personally or by proxy, were the actual bearers of the )

Bonds in respect of which such certificates shall have been issued,

and any regulations so made shall be binding and effective. Copies
.

of such regulations shall be kept on file by the Bond Fund Trustee

and Paying Agents. Officers or noninees of the System, and
officers or nominees of the Bond Fund Trustee,may be present or

represented at such meeting and take part therein, but shall not
be entitled to vote thereat, except as such officers or nominees*

,

are Bondholders or proxies for Bondholders (including the Bond'

Fund Trustee).
Any registered owner of Bonds and any holders of a

certificate provided for in this Section shall be entitled in person
or by proxy to attend and vote at such meeting as holder of the

Bonds registered or certified in his name without producing such

Bonds (unless the Bonds described in such certificate shall be-

.

$ registered in the name of or be produced by some other person at
.

such meeting), and such persons and their proxies shall, if'

required, produce such proof of personal identity as shall be
g

satisfactory to the Secretary of the meeting. All proxies presented
at such meeting shall be delivered to the Inspectors of Votes'

and filed with the Secretary of the meeting. All other pe'rsons

seeking to attend or vote in such meeting cust produce the Bonds

I claimed to be owned or represented at such meeting.

The vote at any such meeting of the holder of any Bond*

entitled to vote thereat shall be binding upon such holder and

upon every subsequent holder of such Bond (whether or not such
e

subsequent holder has notice thereof).a
*

.

Any request, direction, consent or other instrument in

writing required or permitted by this Resolution to be signed or

executed by Bondholders may be in any number of concurrent

i instruments of similar tenor and may be signed or executed by such

Bondholders in person or by agent appointed by an instrument in.

writing. Proof of the execution of any such instrument shall be }
e

ft

- 128 -
,

^-

. _ _ _ _ _ _ _ _



-.

' ..~*

.

sufficient for any purpose of this Resolution, and shall be conclusive
{ in favor of the Bond Fund Trustee with regard to any action taken

by it under such instrument, if made in the following manner: (1)
the fact and date of 'the execution by any person of any such instrument

may be proved by either (A) an acknowledgment executed by a notary

public or other officer empowered to take acknowledgments of deeds
to be recorded in the particular jurisdiction, or (B) an affidavit
of a witness to such execution sworn to before such a notary public

or other officer. . Where such execution is by an officer of a

corporation or association or a member of a partnership on behalf

of such corporation, association or partnership, such acknowledgment
.

or affidavit shall also constitute sufficient proof of his authority.
The foregoing shall not be construed as limiting the

Bond Pund Trustee to such proof, it being intended that the Bond Fund

Trustee may accept any other evidence of the matters herein stated

which to it may seem sufficient. Any request or consent of the

holder of any Bond shall bind every future holder of the same Bond
(, in respect of anything done by the Bond Fund Trustee in pursuance

of such request, direction or consent.

The right of a proxy for a Bondholder to act may be proved

(subject to the Bond Fund Trustee's right to require additional proof)

by a written proxy executed by such Bondholder as aforesaid.

SECTION 12.4. Appointment of Of ficers at Bondholders'

Meeting. Fersons named by the Bond Fund Trustee, or elected by the

holders of a majority in principal amount of the Bonds represented^

at the meeting in person or by proxy in the event the Bond rund

Trustee is not represented at such meeting, shall act as temporary

Chairman and temporary Secretary of any meeting of Bondholders.

A permanent Chairman and a permanent Secretary of such meeting

shall be el'ected by the holders of a majority in principal amount

of the Bonds represented at such meeting in person or by proxy.

The permanent Chairman of the meeting shall appoint two (2)

Inspectors of Votes who shall count all votes cast at such meeting,

(
,

Section 12.4
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except votes on the election of Chaiman and Secretary as aforesaf
and who shall make and file with the Secretary of the meeting and

with the System and with the Bond Fund Trustee their verified

report of all such votes cast at the meeting.

SECTION 12.5. Quorum at Bondholders' Meetings. The

holders of not less than the principal amount of the Bonds required
'

~ ~ 'for any action to be taken at such meeting must be present at such

meeting in person or by proxy in order to constitute a quorum
for the transaction of business, less than a quorum, however,

having power to adjourn from time to time without any other notice
than the announcement thereof at the meeting; provided, however,

that. if such meeting is adjourned by less than a quorum for more

than ten (10) days, notice thereof shall be published by the

System at least five (5) days prior to the adjourned date of the

meeting.

SECTION 12.6. Vote Required to Amend Resolution. Any
,

amendment of the provisions of the Resolution in any particular

except the percentage of Bondholders the approval of which is

required to approve such amendment may be made by a supplemental

resolution of the System and a resolution duly adopted by the

affirmative vote at a meeting of Bondholders duly convened and

held, or with written consent as hereinafter provided in Section 12.8

hereof, (i) of the holders of not less than sixty-six and two-
thirds per cent (66 2/37.) in principal amount of the Bonds.

outstanding when such meeting is held or such consent is given,

(ii) of the holders of not less than sixty-six and two-thirds
per cent (66 2/37.) in principal amount of Bonds so outstanding

which are adversely affected by any amendment which does not

equally affect all other Bonds so outstanding, (iii) in case the
amendment changes the amount or date of payment of any payment

|
into a special fund established for the payment of any Bonds,

of the holders of at least sixty-six and two-thirds per cent

(66 2/37.) in principal amount of the Bonds of the particular i

fi Section 12.5
Section 12.6
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serics, maturity and interest rate entitled to such payment
{

outstanding at the time such meeting is held or such consent is

given, and (iv) in case the modification or amendment changes

the terms of any sinking fund installment, of the holders of at
.

least sixty-six and two-thirds per cent (66 2/3%) in principal -|

amount of the . Bonds of the particular series and maturity'

entitled to such sinking fund installment and outstanding at the*

time such consent is given; provided, however, that no such

amendment shall permit a change in the date of payment of the
.

principal of any Bonds or of any installment of interest thereon,

,

or a reduction in the principal or redemption price thereof or
,

the rate of interest thereon without the consent of the holder
of each such Bond, or shall change or modify any of the rights

or obligations of the Construction Fund Trustee, the Bond Fund

Trustee, the Contingency Reserve Fund Trustee, the Development

Fund Trustee or any Paying Agent without its written assent thereto.
,

'
,

0 SECTION 12.7. Obtaining Approval of Amendments at
[

Bondholders' Meeting. The System may at any time adopt a

resolution amending the provisions of the Resolution to the extent
.

that such amendment is permitted by the provisions of Section 12.6

hereof, to take effect when and as provided in this Section.

Upon the adoption of such resolution, a copy thereof, certified*

by the Secretary of the System, shall be filed with the Bond Fund

Trustee. At any time thereafter such resolution may be submitted

by the System for approval to a meeting of the Bondholders

duly convened and held in accordance with the provisions of

the Resolution. ' A record in duplicate of the proceedings of each
,

meeting of the Bondholders shall be prepared by the permanent^
.

Secretary of the meeting and shall have attached thereto the

original reports of the Inspectors of Votes and affidavits by a

| person or persons having knowledge of the facts, showing a copy*

! i
! of the notice of the meeting and setting forth the facts with

[
i
J respect to the mailing and publication thereof under the
1 {' provisions of the Resolution. Such a record shall be signed andl

,

fi
Section 12.7
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verified by the affidavits of thh permanent Chairman and the
- . permanent _ Secretary of the. meeting, and ' onc duplicate thereof -)- <

: shall be delivered to the System and1the other to -the Bond Fund'-

- Trustee for preservation by such Trustee. Any record so sgnet;

and verified shall be proof of the matters therein stated. If' ..

the resolution of .ths System making such amendment shall be

approved by a resolution' duly adopted at such meeting of Bond-

holders by the affirmative vote of the holders of the required

percentages of Bonds,- a notice stating that a resolution approving'

"

such amendment has been so adopted and briefly summarizing such

. amendment shall be mailed by the System to the Bondholders (but'
*

failure 'so to mail copies of such resolution shall not affect the
i validity of such resolution) and shall be published twice in the

manner provided in Section 12.2 hereof, with an interval of not'

less than seven (7) days between such publications, the first

publication to be made not more than fifteen (15) days after the

i .

date of the adoption of such resolution. Proof of such mailing
O

,

and publication by the affidavit or affidavits of a person or )
i

persons having knowledge of the facts shall be filed with the

Bond Fund Trustee. Such resolution of the System making such

amendment shall be deemed conclusively to b5 binding upon the

System, the Construction Fund Trustee, the Bond Fund Trustee, the;-
i

{
Contingency Reserve Fund Trustee, the Development Fund Trustee,

I' ' the Paying Agents and the holders of all Bonds and coupons pertain-

ing thereto at the expiration of thirty (30) days after the filing ,

|. '

|. with the Bond Fund Trustee of the proof of the first publication
!

of the notice provided for in this Section, except in the event

I of a' final decree of a court of competent jurisdiction setting

f
i aside such resolution or. annulling the action taken thereby in

. a legal action or equitable proceeding for such purpose commenced
I within such period; provided that the Bond Fund Trustee, the

Construction Fund Trustee, the Contingency Reserve Fimd Trustee,

i the Development Fund Trustee, any Paying Agents and the System

during such thirty (30) day period and any such further
)

[-
..g

period _during which such action or proceeding may be.,
t-

pending shall be entitled in their absolute-discretion to

- 132 -
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$ k' take such action, or to' refrain from taking such action, with

respect to such resolution as they may, deem expedient. Nothing
^ in this Resolution contained shall be deemed or construed to

authorize or permit, by reason of any call of a meeting of
*

- Bondholders or. of any right conferred hereunder to make such

1 call, any hindrance or delay in the exercise of any rights
conferred upon or reserved to the . Construction Fund Trustee, the

Bond Fund Trustee, the Contingency Reserve Ebnd Trustee, 'the

Development Fund Trustee, the Paying Agents or the Bondholders' *

i
under any of the provisions of the Resolution.#

SECTION 12.8. Alternate Method of Obtaining Approval~

of Amendments. The System may at any time adopt a resolution

amending the provisions of the Resolution, or of any Bonds, to the
extent that such amendment is permitted by the provisions of this

Article, to take effect when and as provided in this Section.

Upon adoption of such resolution, a copy thereof, certified by.

'( I
\. the Secretary of the System, shall be delivered to and held by

the Bond Fund Trustee for the inspection of the Bondholders.

A copy of such resolution (or sumary thereof in form approved'

,

by the Bond Fund Trustee) together with a request to Bondholders
4

for their consent thereto in form satisfactory to the Bond Fund
~

Trustee, shall be mailed by the System to Bondholders and
" notice thereof shall be published once in each calendar week

for four (4)' successive calendar weeks on any day of the week in'

,

the manner provided in Section 12.2 hereof (but failure to mail

copies of such resolution and request shall not affect the validity'

of the resolution when consented to as-in this Section provided).

Such resolution shall not be effective unless and until there
t

shall have been filed with the Bond Fund Trustee the written
consents of the percentages of holders of outstanding Bonds

specified in Section 12.6 hereof and a notice shall have been
f published as hereinafter in this Section provided. Each such'

consent shall be effective only if accompanied by proof of owner-
(.

- |
ship of the Bonds . for which such consent is given, which proof

Section 12.8
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_ shall be such'as is ' permitted by Section 12.3 hereof. A certificat< ;
- :or' certificates of the Bond Fund Trustee that it has examined such'

proof and.that such proof is sufficient shall be conclusive that
the consents have been given by the holders of the Bonds described

in such certificate or certificates. Any such consent shall be

binding upon the holder. of the Bonds giving such consent and on
^ . every subsequent holder of 'such Bonds -(whether or not such

subsequent holder has notice thereof) unless such consent is
revoked in writing by the' holder of such Bonds giving consent,

-

or a' subsequent holder, by filing such revocation'with the Bond.

Fund Trustee prior to the date when the notice hereinafter in

this' Section provided for is first published. The fact that a
consent has not been revoked may likewise be proved by a certifcate

of the Bond Fund Trustee. A notice, stating the substance of the

resolution and stating that the resolution has been consented to-

by the holders of the required percentages of Bonds and will be,.

effective as provided in this Section, may be given to the Bond-
.

g )
holders by m' ailing such notice to the Bondholders, and shall be-

given by publishing the same twice in the manner provided in
Section 12.2 hereof, with an interval of not less than seven (7)

days between such publications, the first publication to be made
not more than fifteen (15) days after. the holders of the required

.

F

I
percentages of Bonds shall have filed their consent to the resolution.
The System shall file with the Bond Fund Trustee proof of giving such

|- notice. A record, consisting of the papers required by this Section*
t

to be filed with the Bond Fund Trustee, shall be proof of the matters

therein stated, and the. resolution shall be deemed conclusively to be*

binding upon the System, the Construction Fund Trustee, the Bond Fund
: , ,

|_ - Trustee, the Contingency Reserve Fund Trustee, the Development Fund
,

Trustee, the Paying Agants and the holders of all Bonds and coupons

at the expiration of thirty (30) days after the filing with the
i Bond Fund Trustee of the proof of the first publication of the notice

last provided for in this Section, except in the event of a final
}

L . .

|'t.
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+ decree of a court of competent jurisdiction setting aside such

consent or annulling the action taken thereby in a legal action

or equitable proceeding for such purpose commenced within such

period; provided that the Bond Fund Trustee, the Construction

Fund Trustee, the Contingency Reserve Fund Trustee, the Development

Fund Trustee, any Paying Agent and the System during such thirty (30)

day period and any such further period during which such action or

proceeding may be pending shall be entitled in their absolute
discretion to take such action, or to refrain from taking such

action, with respect to such resolution as they may deem expedient.

SECTION 12.9. Amendment of Resolution In Any Respect

by Approval of All Bondholders. Notwithstanding anything contained

in the foregoing provisions of this Article, the rights and

obligations of the System and of the holders of the Bonds and

coupons pertaining thereto, and the terms and provisions of the

Bonds and of the Resolution, may be amended in any respect with

-{
the consent of the System, by the affiruative vote of the holders
of all said Bonds then outstanding at a meeting of Bondholders

called and held as hereinabove provided, or upon the adoption of

a resolution by the System and the consent of the holders of'

all of the Bonds then outstanding, such consent to be given as
,

provided in Section 12.8 except that no notice to Bondholders

either by mailing or publication shall be required, and the

amendment shall be effective immediately upon such unanimous

vote or written consent of all of the Bondholders.

SECTION 12.10. Exclusion of Bonds Owned by System. Bonds

owned or held by or for the account of the System shall not be

deemed outstanding for the purpose of any vote or consent or

other action or any calculation of outstanding Bonds in the

Resolution provided for, and shall not be entitled to vote or
consent or take any other action in the Resolution provided for.i '

| $
|

'

|
[ Section 12.9
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SECTION 12.11. Endorsement of Amendment on Bonds. Bond ]
delivered after the effective date of any action amending the

Resolution taken as hereinabove provided may, and, if the Bond

Fund Trustee so determines, shall, bear a notation by endorsement

or otherwise in form approved by the System and the Bond Fund

Trustee.as to such action, and in that case, upon demand of the

holder of any Bond outstanding at such effective date and ;

presentation of his Bond for the purpose at the principal office
of the Bond Fund Trustee, suitable notation shall be made on*

such Bond by the Bond Fund Trustee as to any such action. If

the System shall so determine, new Bonds so modified as in the

opinion of the System and its counsel to conform to such*

Bondholders' action shall be prepared, delivered and upon demand

of the holder of any Bond then outstanding shall be exchanged

without cost to such Bondholder for Bonds then outstanding

hereunder, upon surrender of such Bonds with all unmatured

$. coupons pertaining thereto. )

.

}Section 12.11
;
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A ARTICLE XIII

FORMS OF BONDS

-SECTION 13.1 Forms Of Bonds. The form of Cou-

pon Bond, the form of interest coupons to be attached to the Cou-
.

. pon Bonds,- the form of reg',tration to appear thereon,

the form of Registered Bond, the form of assignment to

appear thereon, the form of endorsement of partial pay-

ment to appear thereon, and the form of State Auditor's

Certificate of Registration on all the Bonds shall be in

substantially the following forms, respectively, with
. such modifications, additions and deletions as may be

necessary or advisabic to reflect the details of issuance
of such Bonds, the provisions of this Resolution and the*

Series Resolution authorizing the same, or.otherwise re-

quired or pemitted by the provisions of this Resolution

or such Series Resolution: ,

[ FORM OF COUPON BOND]

UNITED STATES OF AMERICA
STATE OF WASHINGTON

WASHINGTON PUBLIC POWER. SUPPLY SYSTEM
ELECTRIC REVENUE BOND, SERIES _, _ _

No.-----------. $5,000

WASHINGTON PUBLIC POWER SUPPLY SYSTEM, a muni-

cipal corporation of the State of Washington (hereinafter

called the " System"), for value received, hereby promises
;

to pay to the bearer, or, if this bond be registered as to

principal, to the registered owner hereof, on the first

day of , the sum of Five Thousand Dollars,

($5,000) and to pay interest on such principal sum from

the date hereof at the rate of per centum ( 7.) per

annum, payable 19 , and semi-annually there-,

after on the first day of and the first day.

1
of in each year until the maturity of this bond,

I'
or, if default should be made in payment of the principal

;

{'t
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hereof when' the same shall become due and : payable, at )
the legal rate of. interest until the payment in _ full of
such principal-sum, but, in the case of the interest'due
on or before maturity, only upon the presentation and sur-

render of-the respective interest coupons representing -

such interest hereto attached, as they severally mature.

Principal of, premium, if any, and interest
on this bond are payable solely out of the special fund

of the System known as the " Projects Bond Fund"
,

(hereinafter referred to as the " Bond Fund") . Payment

of such principal, interest and premium will be made at

the principal of fice of the Paying Agent of the System for
the series of bonds of which this bond is one in the City

of Seattle, Washington,' or, at the option of the holder

hereof, or of such coupons, as the case may be, at the

principal office of either of the Paying Agents of the System

for the series of bonds of which this bond is one in the
i )City of Chicago, Illinois, or in the City of New York,

New York, in such coin or currency of the L'nited States

of America which at the time of payment is legal tender

for public and private debts.
This bond is one of a duly authorized series of

bonds of like designation herewith, aggregating

f Dollars in principal amount. This bond and the bonds of
!- the series 'of which it is one are issued under the author-
| .

icy of and in full compliance with the Constitution and

-
statutes of the State of Washington, including Titles 43

I and 54 of the Revised Code of Washington, and under and
'

pursuant to Resolution No. of the System adopted

by the Board of Directors of the System on the day

of 19 (hereinafter referred to as the " Bond,

+ Resolution"), and a Series Resolution duty adopted by said
I
i Board on the day of , 19 .

|
This bond and the series of which it is one consti- }

.

.fi
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..( tute part of a duly authorized issue of bonds (herein-
af ter referred to as the " Bonds'') issued, or to be issued,

by the System under the Bond Resolution for the purpose

of paying-the cost to the System of the construction and

acquisition of all or an undivided ownership' interest in
certain nuclear generating facilities as a separate utility

system of the System (said separate utility system including

all additions, betterments, extensions and improvenents-

thereto being hereinafter referred to as the " Projects").-

The Bond Resolution permits the issuance of additional bonds,<

,

in addition to the Bonds, for certain limited purposes speci-

fied therein, ranking on a parity with the Bonds and secured

by an equal charge and lien on the revenues of the Projects.

Copies of the Bond Resolution are on file at the

principal office of the System and at the principal office
of each of the Paying Agents, and reference thereto and to..

g any and all m difications and amendments thereof is hereby
( made for a more complete description of the revenues

available for the payment of the principal of, premium, if

any, and interest on the Bonds and the rights and remedies

of the holders of the Bonds with respect thereto, the terms

and conditions upon which the Bonds have been issued and the

terms and provisions upon which this Bond shall no longer

be secured by the Bond Resolution or deemed to be out-
,

standing thereunder if moneys or certain specified'

securities shall have been' deposited with ,

the Bond Fund Trustee appointed pursuant to the Bond Resolu-

tion, or any Paying Agent therefor sufficient and held in.-

trust solely for the payment thereof.

i

I-

,

fL'

- 139 -

t ) .-
,



(|
.- -.

....
.

.

.

Under the Bond Resolution the System is obliga- j
- ted to set aside and pay into the Bond Fund out of the

gross revenues of the Projects, including all additions,
betterments and improvements thereto and extensions there-

of, certain fixed amounts sufficient to pay the principal
of, premium, . if any, and interest on all Bonds at any
time outstanding as the same become due and payable, all

. as is more fully provided in the Bond Resolution. The
Bonds and the interest thereon constitute the only charge

against the Bond Fund and the amount of the revenues pledged*

to said Bond Fund.

In case an event of default (defined in the Bond
Resolution) shall occur, the principal of the Bonds and

any additional bonds ranking on a parity with- the Bonds

issued pursuant to the Bond Resolution at such time out-

standing may be declared due and payable by the Bond Fund
.

; g Trustee or by the holders of 207. in principal amount of
)such Bonds and additional bonds, but such declaration may,

under certain circumstances, be annulled.

In and by the Bond Resolution, the System coven-

ants to establish, maintain and collect rates or charges

for capability, electric energy and other services,
facilities and commodities sold, furnished or supplied

through the facilities of the Projects which shall be fair
and nondiscriminatory and adequate to provide revenues suf-*

ficient for the fixed amounts which the System is obligated

to set aside in the Bond Fand to pay the principal of,*

premium, if any, and interest on this Bond and the issue.

of Bonds of which this Bond is a part, and for the proper

operation and maintenance of the Projects, and all neces-

sary repairs thereto and replacements and renewals thereof.
,

The Bonds of the series of Bonds of which this
! Bond is a part are subject to redemption prior to maturity,

at the option of the System, on or after 1, 19' I',

|-{
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( -' as a whole at any time, or in part from time to time on

any interest payment date in the inverse order of their

maturities (and in the event that less than all of such
Bonds of a maturity are called for redemption,- the par-

ticular Bonds of such maturity to be redeemed shall be

selected'by lot), at the redemption prices with respect
to each Bond, expressed as a percentage of the principal

amount of the Bond to be redeemed, set forth below, to-
.

gether with the interest accrued thereon to the dateI -

fixed-for redemption:

Period During Which Redeemed Redemption
(Both Dates Inclusive) Prices

provided, however, that the System further reserves the right .
'

to redeem the Bonds of the series of. Bonds of which this Bond

) is a part maturing on prior to the naturity thereof,, ,
,

in part cn any interest payment date (a) on and after .

, upon payment of the principal amount thereof . from the

amounts credited to the Bond Retirement Account in the Bond

Fund pursuarM to paragraph C of Section 6.2 of the Bond

Resolution, and (b) cn and after - , upon paymenc of,

% of the principal amount thereof from excess moneys

available therefor in the Bond Retirement Account in the Bond

Fund resulting from the payments therein pursuant to Section*

6.15 of the Bond Resolution, in each case together with the

interest accrued thereon to the date fixed for redemption; and

provided further, that the System further reserves the right
3

to redeem all of the Bonds of the series of Bonds of which
this Bcnd is a part, prior to the maturity thereof, as a whole

at any time, or in part on any interest payment date in the

.f inverse order of their maturities- (and in the event that less
than all of such Bonds of a maturity are called for redemption,

the particular Bonds of such maturity to be redeemed shall be
,

!ji
1
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selected by lot), from moneys available therefor in the Bond
)

Retirement Account in the Bond Fund resulting from the pay-
-

ments therein pursuant to Section 9.7 of the Bond Resolution,

upon payment of the principal anount of the Bond to be
redeemed, together with the interest accrued thereon to the

.

date fixe 1 for redemption.

In the event the System should exercise its option

to redeem any of the Bonds, notice of such redemption shall
.

be given by publication of a notice at least once in daily
.

financial papers, or in daily newspapers of general circulation
,

printed in the English language, published in the cities of
Seattle, Washington, Chicago, Illinois, and New York, New York,

such publications to be made in each case not less than thirty

(30) nor more than sixty (60) days prior to the date fixed
for redemption. Notice of redemption having been given by

publication as aforesaid, the Bonds so called for redemption
shall on the date specified in such notice become due and payable

at the applicable redemption price herein provided, and from )
-

and after the date so fixed for redemption (unless the System

shall default in the payment of the Bonds so called for

redemption) interest on said Bonds so called for redemption

shall cease to accrue.
This Bond may be registered as to principal only, in

accordance with the provisions endorsad hereon, and this

Bond and the interest coupons attached hereto shall have all
.

the qualities and incidents of a negotiable instrument to the

extent provided by Section 54.24.120 of the Revised Code of-

Washingten.

"he Bonds of the series of Bonds of which this Bond

is one are issuable as Coupon Bonds, registrable as to princi-

pal only, in the denomination of $5,000, and as Registered Bonds

| without coupcns in the denomination of $5,000, or any multiple

)
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of $5,000. The Coupon Bonds and the Registered Bonds without

k
~ - - coupons are interchangeable for an equal aggregate principal

amount of Bonds of the same series, interest rate and maturity

upon presentation thereof for such purpose by the holder or

registered owner at the principal office of the Bond Fund Trustee, ,

and upon payment of charges and otherwise as provided in the

Bond Resolution.

It is hereby certified, recited and declared that all
acts, conditions and things required by the Constitution and
statutes of the State of Washington to exist, to have happened

and to have been performed precedent to and in the issuance of

this Bond do exist, have happened and have been performed in due'

time, form and manner as prescribed by law, and that the amount

of this Bond, together with all other obligations or indebtedness

of the System, does not exceed any constitutional or statutory

limitations of indebtedness.
IN WITNESS WHEREOF, Washington Public Power Supply

( System,by its Board of Directors, has caused this Bond to be
executed in its name with the facsimile signature of the

President of its Board of Directors, and attested by the manual

signature of the Secretary of its Board of Directors or Treasurer

of the System thereunto duly authorized, and the facsimile seal

of said System to be hereon imprinted, and the interest coupons

hereto attached to be executed by the facsimile signatures of

the said President and Secretary, all as of the first day of

,19 .

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

.

President

ATTEST:

Secretary (Treasurer)

(Seal)
.

- 143 -

-
.

.

i.n .
=



_ _ _ _ _ _ _ - _ _ _ _ _ ___ - -- . _ _ - - _ . _ _ _ _ . . _ _ _ _ _ . _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ - _ _ _

*
. - -

.

.

.

[ FORM OF 00UPON]

.

No . . . . . . . . . . $........

On the first day of , unless the Bond,
.

hereinafter mentioned shall have been duly called for previous

redemption and payment of the redemption price duly made or

provided for, Washington Public Power Supply System, a munici-

pal corporation of the State of Washington, will pay to bearer-

at the principal office of the Paying Agent of the System for'

the series of bonds of which the bond hereinaf ter mentioned is'

,

one, in the City of Seattle, Washington, or, at the option of-

the holder hereof, at the principal office of either of the

Paying Agents of the System for the series of bonds of which
the bond hereinaf ter mentioned is one, in the City of Chicago,

Illinois, or in the City of New York, New York, but solely out

of the special fund applicable to the payment thereof as pro--
.

g vided in said bond, the sum of Dollars ($ ), },

in such coin or currency of the United States of America which

at the time of payment is legal tender for public and private'

,

debts, being the interest then due on its Electric Revenue_ .,

Bond, Series , dated 19'
, ,

and numbered .

......................

President

.

.........................

Secretary
.

[ FORM OF REGISTRATION)

.

This Bond may be registered as to principal only in

the name of the holder on books of registration to be kept at

the principal office of the Bond Fund Trustee located in the

City of , such registration to be noted,

! in the registration blank below. Af ter such regis tration no
,!

~ transfer hereof shall be valid unless made on said books and

fi
'
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similarly noted' hereon, but such registration may be made to
3

bearer and thereupon transferability by delivery shall be

restore'd. The registration of' this Bond as to principal only

shall not affect the coupons which shall at all tbmes be trans-

.,ferable merely by delivery.

(Notice: No writing on this bond except by Registrar)

Date of Name of Signature of
Registration Registered Owner Registrar

.

.

,

(fDRM OF REGISTERED BOND WIT 110UT COUPONS]

UNITED STATES OF AMERICA
STATE OF WASHINGTON

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
ELECTRIC PEVENUE BOND, SERIES .........

{
No. R ............ $..........

WASHINGTON PUBLIC POWER SUPPLY SYSTEM, a municipal

corporation of the State of Washington (hereinafter called the

" System''), for value received, hereby promises to pay to

or registered assigns, on the first day of ,

, the principal sum of ' Dollars ($ ), and to

pay interest on the unpaid principal amount hereof, which interest

shall be paid by check or draft drawn upon , the
.

Bond Fund Trustee appointed pursuant to the Bond Resolution

(hereinafter defined) located in the . City of ,

, and mailed to the registered owner at his address -
*

as it appears on the bond registration books of the System, at
.

the rate of per centum ( %) per annum from the date

hereof, payable semi-annually on the first day of January and

the first day of July of each year until the payment of such

principal sum in fell, or if default should be made in the
( payment of the principal hereof when the same shall become due

, -

ji
'
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L and payabic, at the legal rate of interest until the payment
)

*

in full of such principal sum.

Principal of, premium, if any, and interest on
this bond are payable solely out of the special fund of the

. System known as the " Projects Bond Fund"- (bereinaf ter
.

referred to as the " Bond rund"). Payment of such principal

and premium will be made at the principal office of'the Pay-

ing Agent of the System for the ssries of bonds of which
f,

,

this bond is one in the City of Seattle, Washington, or, at
.

.the option of the holder hereof, at the principal office of
,

,

either of the Paying Agents of the System for the series of
bonds of which this bond is one in the City of-Chicago,t Illi-

nois, or in 'the City of New York, New York, in such coin or

currency of the United States cif America which at the time

of payment is legal tender for public and private debts.
This bond is one of a duly authorized series of

.

* .

. bonds of like designation herewith, aggregating. .

'

i Dollars in principal amount. This bond and the bonds of the-

,

series of which it one are issued under the authority of and

in full compliance with the Constitution and statutes of the'

' State of Washington, including Titles 43 and 54 of the Revised'

.

Code of Washington, and under and pursuant to Resolution No.

of the System adopted by the Board of Directors

of the System on the day of 19 (herein-,

.

af ter referred to as the " Bond Resolution"), and a Series Re-
.

solution duly adopted by said Board on the day of
,

19 .

This bond and the series of which it is one consti-

tute part of a duly authorized issue of bonds (hereinafter re-*

ferred to as the " Bonds") issued, or to be issued, by;the Sys-

tem under the Bond Resolution for the purpose of paying the

cost to the System of the construction and acquisition of all
! or an undivided ownership interest in certain nuclear generat-

ing facilities as a separate utility system of the System
)

;j l. - 146 -
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& (said separate utility system including all. additions, better-
' ments,~ extensions and improvements thereto being hereinafter
T

referred to as the " Projects"). The Bond Resolution permits

the' issuance of additional bonds, in addition to the Bonds,

for certain limited purposes specified therein, ranking on

-a parity with the Bonds and secured by an equal charge and

lien on the revenues of the Projects.

Copies of the Bond Resolution are on file at the-
.

principal of fice of the -System and at the principal office of
each of the Paying Agents, and reference thereto and to any

and all modifications and amendments thereof is hereby madeI

for a more complete description of the revenues available for'

i
the payment of' the principal of, premium, if any,' and

i
interest on the Bonds and the rights and remedies of the holders

of the Bon'ds with respect thereto, the terms and conditions

upon which the Bonds have been issued, and the terms and pro-
.

)
( visions upon which this Bond shall no longer be secured by the

.

Bond Resolution or deemed to be outstanding thereunder if moneys

or certain specified securities shall have been deposited with
the Bond Fund Trustee appointed pursuant to the Bond Resolution,

or any Paying Agent therefor suf ficient and held in trust solely

I for the payment thereof.
Under the Bond Resolution the System is obligated to

set aside and pay into the Bond Fund out of the gross revenues
,

of the Projects, including all additions, betterments and im-'

provements thereto and extensions thereof, certain fixed
amounts suf ficient to pay the principal of, premium, if any,

,

and interest on all Bonds at any time outstanding as the

same become due and payable, all as is more fully provided in

the Bond Resolution. The Bonds and the interest thereon con-
stitute the only charge against the Bond Fund and the amount

,

.
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of the revenues pledged to said Bond, Fund.

In case an event of default (defined in the Bond Re-
solution) shall occur, the pr'incipal of the Bonds and any addi-

'

tional bonds ranking on a parity with the Bonds issued pursuant

to the Bond R'esolution at such time outstanding may be declared''

due and payable by .the Bond Timd Trustee or by the holders of

.
.

20% in . principal ' amount of such ' Bonds and additional bonds, but

such declaration may,~ under certain circumstances, be annulled.

In and by the Bond Resolution, the System covenants-
.

to establish, maintain and collect rates or charges for Projects
.

.

' capability, electric energy and other serviceg, facilities ' and
- comanodities sold, furnished or sup'pli'ed through the fa.cilities

of the' Projects which shall be fair and' nondiscriminatory ,and

adequate to. provide revenues sufficient for the' fixed amounts
,

which the System is obligated to set aside in the Bond Fund

to pay the principal of,' premium, if any, and interest _ on
this Bond and the issue of Bonds of which this Bond is a part,*

V and for the proper operation and maintenance of the Projects, )
.

and all necessary repairs thereto and replacements and renew-

als th'ereof.+

*

"The Bonds of the series of Bonds of which this Bond'

is a parthre subject to redemption prior to maturity, at the
'

option of,the System on or after 1, 19 , as a-
,

whole at any time, or in part from time to time on any interest
'

.

payment date in the inverse order of their maturities (and in
,

the event that less than all of such Bonds of a maturity are

called for redemption, the particular Bonds of such maturity
,

,

|
to be redeemed shall be selected by lot), at the redemption

-

t .. w
prices with respect to each Bond, expressed as' a percentage of -*

*
,

- the principal amount of the Bond to be redeemed, set forth be-

(- low, together with the interest accrued thereon to the date

I fixed .for redemption-.-

t
-

.

Period During Which Redeemed Redemption
|- (Both Dates Inclusive) ' Prices -

*
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{
provided, however, that the Syrtem further reserves the right I

to redeem the Bonds of the series of Bonds of which this Bond

is a part maturing on- 1, , prior to the matur-

icy thereof, in part on any interest payment date (a) on and 1

1
.

after ., upon payment of the principal amount,
,

thereof from the amounts credited to the Bond Retirement Account

-in the Bond Fund pursuant to paragraph C of Section 6.2 of the

Bond Resolution, and (b) on and after , , upon
,

payment of % of the principal amount thereof from excess
,

moneys available therefor in the Bond Retirement Account in the
,

Bond Fund resulting from the payments therein pursuant to Section

6.15 of the Bond Resolution, in each case together with the interest

accrued thereon to the date fixed for redemption; and provided

further that the System further reserves the right to redeem'

all of the Bonds of the series of Bonds of which this Bond is a

part, prior to the maturity thereof, as a whole at any time, or
,,

in part on any interest payment date in the inverse order of

their maturities (and in the event that less than all of such.

Bonds of a maturity'are called for redemption, the particulars

* Bond:, of such naturity to be redeemed shall be selected by_ lot),

_
from moneys available therefor in the Bond Retirement Account

in the Bond Fund resulting from the payments therein pursuant

to Section 9.7 of the Bond Resolution, upon payment of the

principal amounc of the Bond to be redeemed, together with the

interest accrued thereon to the date fixed for redemption.,

In the event the System should exercise its option

to redeem any of the Bonds, notice of such redemption shall be-

given by publication of a notice at least once in daily finan-;, ,
*

cial papers, or in daily newspapers of general circulation-

printed in the English language, published in the cities of

Seattle, Washington, Chicago, Illinois, and New York, New York,

-| such publication to be made in each case not less than thirty
!
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(30) nor more than sixty'(60) days prior-to the date fixed
]

i for redemption. - Notice of redemption having been given by'

publication as aforesaid, the Bonds so callid for redemption
shall on the 'date specified in such notice become due and pay-

able at 'the applicabic redemption price herein provided, and

* from and'after the date so fixed for redemption (unless the -
i

System shall default in the paymenr. of the Bonds so called for

redemption),, interest on said Bonds so called for redemption
j shall cease to accrue.

.

If this Bond is of a denomination in excess of $5,000

portions of the principal sum hereof in installments of $5,000
or any multiple thereof may be redeemed, and if less than all'

of the principal sum hereof is to be redeemed,- in such case up-
on the surrender of this Bond at the principal office of any

onei of the Paying Agents, there shall be istued to the re-

gist,ered owner, without charge therefor, for the then unre-
deemed balance of the principal sum hereof, at the option of

the ' owner, either. Coupon Bonds or Registered Bonds of like se- ).
ri'es, maturity and interest rate in any of the denominations

authorized by the Bond Resolution.

' This, Bond sha11'have all the qualities and incidents

of a negotiable instrument to the extent provided by Section
54.24.'120 of th'e Revised Code of Washington, and shall be trans-

ferable by the registered owner at the principal.o'ffice of the
s

Bond Fu'nd Trustee upon surrender and cancellation of this Bond,.

and thereupon a new Registered Bond without coupons of the same

series, principal amount, interest rate and maturity will be
issued to the transferee as provided in the Bond Resolution and

upon payment of the transfer charge, if any, therein prescribed.
The System, the Paying Agents and any other person may treat the

person in whose name this Bond is registered as the absolute

j owner hereof for the purpose of receiving payment hereof and

t
for all purposes and shall not be affected by any notice to

the contrary, whether this Bond be overdue or not. g

i
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The Bonds of the series of Bonds of which this Bond
.

{" is one are issuable as Coupon Bonds, registrable as to princi-

pal only, in the denomination of $5,000, and as Registered Bonds
. without coupons in the denomination of $5,000, or any cultiple

.

of $5,000. The Coupon Bonds and the Registered Bonds without
,

coupons are interchangeable for an equal aggregate principal;

amount of Bonds of the same series, interest rate and maturity

upon presentation thereof for such purpose by the holder or re-
,

gistered owner at the principal office of the Bond Fund Trustee,
.

and upon payment of charges and otherwise as provided in the
,

Bond Resolution.

It is hereby certified, recited and declared that all
acts, conditions and things required by the Constitution and
statutes of the State of Washington to exist, to have happened

and to have been performed precedent to and in the issuance of,

this Bond do exist, have happned and have been performed in
,

' due time, form and manner as prescribed by law, and that the
g,

( amount of this Bond, together with all other obligations or.

indebtedness of the System, does not exceed any constitutional-

* or statutory limitations of indebtedness.
IN WITNESS WHEREOF, Washington Public Power Supply

System,by its Board of Directors, has caused this Bond to be

executed in its name with the facsimile signature of the Pre-

sident of its Board of Directors, and attested by the manual
.

signature of the Secretary of its Board of Directors or Treasur--

er of the System thereunto duly authorised, and the facsimile
.

seal of said System to be hereon imprinted all as of! *

' '

f:,

WASHINGTON PUBLIC POWER SUPPLY SYSTEM' -

.....................................

President
|

- -

,

! ATTESTS

- ................................
{ Secretary (Treasurer),_

II (SEAL)
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[ FORM OF ASSIGNMEtG]
) "

1

For value received hereby

sells, assigns and transfers unto - the

within mentioned Bond and hereby irrevocably constitutes and'

.

appoints , Attorney, to transfer the'

same on the books of registration in the office of the Bond

Registrar of the System with' full power of substitution in

the premises.
.

.

Dated:*

Witness:

Note: The signature to this assignment must correspond with
the name as written on the face of the within Bond
in every particular, without alteration, enlargement
or any change whatsoever.

'
,

$ [ FORM FOR ENDORSEMENT OF FARTIAL PAYME!TE] ..

)
.

.

Notation of Payments of Principal on the Within-
mentioned Bond by Retirement of a Portion Thereof,

.

NO WRITING BELOW EXCEPT BY A PAYING AGENT OR OTHER
AUTHORIZED PERSON

Signature of Paying
Principal Balance of Principal Agent or Other

Date Amount Paid Amount Outstanding Authorized Person

i
!

| -

.

a
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[ FORM OF STATE AUDITOR'S CERTIFICATE OF REGISTRATION - ALL BONDS)

-

STATE OF WASHINGTON. )) ss:
OFFICE OF STATE AUDITOR )

I DO HEREBY CERTIFY that I have examined the within Bond

and a certified copy of the resolution authorizing the issuance

thereof, and such additional. information with respect thereto

as is required by me, and that the same has been registered in
,

my office in-accordance with the provisions of Section 54.27.070
. of the Revised Code of Washington.

WITNESS my hand and seal of office .

Auditor of the State of Washington -

.

By
Deputy State Auditor

.

.

(
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ARTICLE XIV )
MISCELLANEOUS : DEFEASANCE

SECTION 14.1. Resolutien and I.aws a Contract with

Bondholders. This Resolution is adopted under the authority

- of and in full compliance with the Constitution and Laws of

the State. of Washington, including Titles 43 and -54 of the

Revised Code of Washington, as amended and supplemented. In

consideration of the purchase and acceptance of the Bonds by
,

those who shall hold the same from time to time, the provi-

sions of this Resolution (including all Series Resolutions

and other resolutions supplemental hereto or amendatory here-

of and of said laws shall constitute a contract with the
holder or holders of each Bond and coupons attached thereto,

and the obligations of the System and its Board of Directors

under.said acts and under this Resolution shall be

enforceable by any court of competent jurisdiction; and the

$
covenants and agreements herein set forth to be performed )
on behalf of the System shall be for the equal benefit,

protection and security of the holders of any and all of said

Bonds and coupons thereto attached, all of which regardless

of the time or times of their issue or maturity, shall be

of equal rank without preference, priority or distinction of

any of said Bonds or coupons thereto attached over any others

thereof except as expressly provided herein.
,

SECTION 14.2. Bonds No Longer Deemed Outstanding

Hereunder. The obligations of the System under this Resolution

(including all Series Resolutions and other resolutions supple-

mental hereto or amendatory hereof), and the liens, pledges,

charges, trusts, assignments, covenants and agreements of the

System therein or herein made or provided for, shall be fully

discharged and satisfied as to any Bond and such Bond shall

no longer be deemed to be outstanding thereunder and hereunder:

Section 14.1

,- I{ Section 14.2
- 154 -u
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(1) if such Bond shall have been cancelled or

'

surrendered for cancellation; or

_(ii) when payment of the principal and the
' applicable. redemption premiums, if any, on such

Bond, plus interest thereon to the due date thereof,
~

whether such due- date be by reason of maturity or

.upon redemption or prepayment or by declaration as
.

provided in Section 11.1 of this Resolution, or
,

otherwise, (a) shall have been made or caused to
'

.

be made in accordance with the terms thereof, or

(b) shall have been provided for by irrevocably deposit-

ing with the Bond Fund Trustee or the Paying Agents

for such Bond, in trust and irrevocably appropriated

and set aside exclusively for such payment (i)

moneys sufficient to make such payment or (ii)
-.-

,

Investment Securities (which, for the purpose of'

( 0
this Article shall mean only the obligations mentioned

.

,
in items 1, 2, 3 and 4 of paragraph (n) of Section 1.1

of this Resolution), maturing as to principal and*

interest in such amounts and at such times as
.

will insure the availability of such sufficient moneys

to make such payment, and all necessary and proper

fees, compensation and expenses of the Bond Fund

Trustee and the Paying Agents pertaining to the

Bonds with respect to which said deposit is made

shall have been paid or the payment thereof provided

for to the satisfaction of the Bond Fund Trustee and
=?

* Paying Agents.

At such time as a Bond shall be deemed to be no

longer outstanding hereunder, as aforesaid, such Bond shall

cease to draw interest from the due date thereof (whether such

duc date be by reason of maturity or upon redemption or prepay-

( ment or by declaration as aforesaid, or otherwise), and, except

| for the purposes of any such payment from such moneys or Invest-

- 155'
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ment Securities, such Bond shall no longer be secured by ,.i

or entitled to the benefits of this Resolution.
Notwithstanding the foregoing, in the case of Bonds

which by their terms may be redeemed or otherwise prepaid

. prior to the stated maturities thereof, no deposit under clause

(b) of subparagraph (ii) above shall constitute such payment,

discharge and satisfaction as aforesaid:

(1) as to any such Bonds as are not then imme-

diately redeemable or payable in accordance with*

- the provisions of this Resolution or of such Bonds,

(ai unless such Bonds shall have been irrevocably

called or designated for redemption or prepaymento

on the first date thereafter on which such Bonds

may be redeemed or prepaid in accordance with the

provisions of this Resolution and of such Bonds, or

(b) until ninety (90) days prior to the respective

i stated maturities thereof; )
(2) as to any such Bonds as are at the time of

making of such deposit immediately redeemable or payable

in accordance with the provisions of this Resolution or of

such Bonds, (a) until ninety (90) days prior to the date

fixed for their redemption or prepayment or, (b) until ninety

days prior to the respective stated maturities thereof; and

(3) as to all such Bonds to be redeemed or pre-
.

paid prior to their stated maturities, until proper

' notice of such redemption or prepaymer 11 have

|
been irrevocably published in accordance with this

Resolution or provision satisfactory to the Bond

Fund Trustee shall have been irrevocably made for

| such publication.

Any sach moneys so deposited with the Bond Fund

Trustee and the Paying Agents as provided in this Section

| may at the direction of the System also be invested and re- ,

invested in Investment Securities maturing in the amounts and
,

f5
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times as hereinbefore set forth, and all income from all .

<

k !
Investment -Securities in the hands of the Bond Fund Trustee l

and Paying Agents pursuant to this Section which is not i

required for the payment of the Bonds and interest and
.

*

premium thereen with respect to which such moneys or.

Investment Securities shall have been so deposited

shall be paid to the System and deposited in the Revenue
,

Fund as and when realized and collected, for use and

application as are other moneys deposited in that Fund.,

If any Bond shall not be presented for payment,

when the principal thereof shall become due, whether at

maturity or at the date fixed for the redemption thereof

or upon declaration as provided in this Resolution, or
otherwise, or if any coupon shall not be presented for

payment at the due date thereof, and if moneys or Invest-
ment Securities shall at such due date be held by the Bond

,.
,

Fund Trustee or a Paying Agent therefor, in trust for that.
g,

( purpose sufficient and available to pay the principal and

the premium, if any, of such Bond, together with all interest-

.

due thereon to the due date thereof or to the date fixed for-

b- the redemption thereof, or to pay such coupon, as * % case

may be, all liability of the System for such payment shall

forthwith cease, determine and be completely discharged and

thereupon it shall be the duty of the Bond Fund Trustee or

such Paying Agent to hold said money or Investment Securities,-

without liability to such Bondholder for interest thereon,

in trust for the benefit of the holder of such Bond or of'

such coupon, as the case may be, who thereafter shall be,

-
.,

restricted exclusively to said moneys or Investment Securities
*

for any claim of whatever nature on his part on or with respect !

to said Bond or coupon, including for any claim for the pay-

ment thereof.

Notwithstanding any provisicn of any other Section*

of this Resolution which may be contrary to the provisi6ns of
{
' t

fi
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this Section, all moneys or Investment Securities set aside )
and held in trust pursuant to the provisions of this Section

for the payment of Bonds (including interest and premium

thereon, if any) and coupons shall be applied to and used'

solely for the payment of the particular Bonds (including*

interest and premium thereon, if any) and coupons with

respect to which such moneys and Investment Securities have

been so set aside in trust.
*

Anything in this Resolution to the contrary not-
' withstanding if moneys or Investment Securities have been-

* deposited or set aside with the Bond Fund Trustee or a

Paying Agent pursuant to this Section for the payment of

Bonds and coupons and such Bonds shall be deemed to have

been paid and be no longer outstanding hereunder as provided

in this Section, but such Bonds and coupons shall not'

, ' ' have in fact been actually paid in full, no amendment to

O the provisions of this Section shall be made without the
)-

consent of the holder of each Bond or coupon affected there-

by.
,

SECTION 14.3. Moneys Held by Bond Fund Trustee

or Paving Azents Five Years After Due Date. Moneys or Invest-

ment Securities held by the Bond Fund Trustee or the Paying

Agents in trust for the payment and discharge of any of the

Bonds or coupons which remain unclaimed for five (5) years-

after the date when such Bonds shall have become due and

payable, either at their stated maturity dates or by call*

I for earlier redemption, if such moneys were held by the
,.

| Bond Fund Trustee or such Paying Agents at such dates, or*

for five (5) years af ter the date of deposit of such moneys

( if deposited with the Bond Fund Trustee or the Paying Agents
|

| after the said date when such Bonds become due and payable,

shall, at the written request of the System, be repaid by'

the Bond Fund Trustee or the Paying Agents to the System as )
i

,

jl!
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the System's property and free from the trust created by
this Resolution and the Bond Fund Trustee or the Paying

4

Ab.. : shall thereupon be released and discharged with

respect thereto, and the holders of the Bonds payable

from such moneys shall look caly to the System for the

! payment of such Bonds and coupons.
;

SECTION 14.4. Relation to Participants' Agreements.
4

.The provisions of this Resolution are not intended to create,.

expand or confer any rights or obligations upon the System
'

|- with respect to the construction, operation and maintenance-
,

of the Projects which are inconsistent with the provisions of

1 the Participants' Agreements, the WPPSS No. 5 Project Owner- -

ship Agreement or the Skagit Project Ownership Agreement but

in the event of any conflict the provisions of this Resolution

shall control.
i

( 0 SECTION 14.5. Definition of Bonds in Article XIV.t

In the event additional bonds are issued by the System payable
~

'

i

from the revenues of the Projects pari passu with the Bonds,

! such additional bonds shall be considered Bonds within the

meaning of such term as used in Sections 14.1, 14.2 and 14.3

hereof.

1 SECTION 14.6. Term " System" Includes Successors.

IWhenever in this Resolution the System is named or referred
! *

to, it shall be deemed to include its successors and assigns,
and all the covenants and agreements in this Resolution con-

tained by or on behalf of the System shall bind and inure to
,

the benefit of its successors and assigns whether so expressed

or not.

SECTION 14.7. Severability. If any one or more of
[

i the provisions of this Resolution shall be declared by any
,

court of competent jurisdiction to be contrary to law, then
'( j such provision (s) shall be deemed separable from, and shall j

-|t Section 14.4
Section 14.5

i
.

Section 14.6t-
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3 in no way affect the validity of, any of the other provisions ,

of this Resolution or of the Bonds issued hereunder.
.

'
SECTION 14.8. Effective Date. This Resolution

,

shall be in effect from and after its passage in accordance

with law. .

r
i

SECTION 14.9. Reoealer. All resolutions and partsj

of resolutions in conflict herewith be and the same are here-
~

by repealed to the extent of such conflict.'

i Adopted by the Board of Directors of Washington ,

Public Pow er Supply System this day of 197_.,

l

. i
i President

|

(SEAL)'

|.-.

ATTEST:g,

)-

i
; Secretary'

* :

.

APPROVED AS TO FORM:-

Counsel

.

.

2
.

I

I

.

'
Section 14.84

ji Section 14.9
- 160 -
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A RESOLUTION PROVIDING A PLAN AND SYSTEM
FOR THE ACQUISITION AND CONSTRUCTION BY
WASHINGTON PUBLIC POWER SUPPLY SYSTEM OF
A UTILITY SYSTEM CONSISTING OF A NUCLEAR
GENERATING PLANT AND ASSOCIATED FACILITIES
TO BE KNOWN AS THE WASHINGTON PUBLIC
POWER SUPPLY SYSTEM NUCLEAR PROJECT NO.1,

( AND PROVIDING FOR THE ISSUANCE OF $77,000,000
PRINCIPAL AMOUNT OF REVENUE NOTES FOR SAID
PURPOSE.
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A RESOLUTION PROVIDING A PLAN AND SYSTEM
FOR THE ACQUISITION AND CONSTRUCTION BY
WASHINGTON PUBLIC POWER SUPPLY SYSTEM OF
A UTILITY SYSTEM CONSISTING OF A NUCLEAR
GENERATING PLANT AND ASSOCIATED FACILITIES
TO BE KNOWN AS THE WASHINGTON PUBLIC
POWER SUPPLY SYSTELI NUCLEAR PROJECT NO.1,
AND PROVIDING FOR THE ISSUANCE OF S77,000,000
PRINCIPAL AMOUNT OF REVENUE NOTES FOR SAID
PURPOSE.

Be IT Resor.vro ny Tur. Borno or Dmscrons or WAsnINoToN Punuc
Powza SurrLv Systen, AS Fontows :

1. Dc/ nitions. As used in this Resolution the followingiStenoN
words and phrases shall have the meanings hereinafter set forth unless
the context shall clearly indicate that another meaning is intended:

3

(a) The term " System" shall mean the Washington Public Power
Supply System.

(b) The term " Administrator" shall mean the United States of
America, Department of the Interior, acting by and through the Bonne-
ville Power Administrator.

(c) The term " Board" shall mean the Board of Directors of the
System.

(d) The term " Resolution No. 60G" shall mean Resolution No. 606,
adopted by the Board on February 5,1073.

(e) The term "1973 Noter" shall mean the Twenty-five Million
Dollars ($25,00'),000) principal amount of Washington Public Power
Supply System Nuclear Project No.1 Revenue Notes, Series 1973,
issued pursuant to Resolution No. 000, all of which revenue notes are
presently outstanding and unpaid.

(f) The term "WPPSS Project No.1" shall mean Washington
Public Power Supply System Nnelear Project No. I as more fully de-
scribed in Section 3 of this Resolution and all additions, betterments
and improvements thereto and extensions thereof.

.
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| (g) The term "WPPSS Project No.1 Agreement" shall mean.

the " Washington Public Power Supply System Nuclear Project No.1
Agreement" (Contract No. 14-03-39211), dated February 6,1973, by
and between the Administrator and the System, as amended by Amenda-
tory Agreement No. I thereto, with respect to the construction and
operation of the WPPSS l'ro.iect No.1 by the System.

(h) The term "WPPSS Project No.1 Net Billing Agreements"
shall mean all of the agreements dated February 6,1973, designated
" Washington Public Power Supply System Nuclear Project No.1
Agreement" (Contract Nos. 14-03 39217 to 14 0::.:;9:100, inclusive), each

'

as amended by Amendatory Agreement No. I thereto, among the Admin-
istrator, the System and each of the following, designated in each
Agreement as the Participant:

City of Albion, Idaho
City of Bandon,0regon'
Public Utility District No.1 of Benton County, Washington
Benton Rural Electric Association
Big Bend Electric Cooperative, Inc.
Blachly-Lane County Cooperative Electric Association )
City of Blaine, Washington
City of Bonners Ferry, Idaho
City of Burley, Idaho
City of Canby, Oregon
City of Cascade Locks, Oregon
Central Electric Cooperative, Inc.
City of Centralia, Washington
Central Lincoln Peoples' Utility District
Public Utility District No.1 of Chelan County, Washington
City of Cheney, Washington
Public Utility District No.1 of Clallam County, Washington-

,

Public Utility District No.1 of Clark County, Washington
Clatskanie Peoples' Utility District
Clearwater Power Company
Columbia Basin Electric Cooperative, Inc.
Columbia Power Cooperative Association,Inc.
Columbia Rural Electric Association. Inc.
Consolidated Irrigation District No.10
Consumers Power,Inc.

.
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. Coos-Curry Electric Cooperative,Inc.
' Town of Coule< Dain, Washington
Public Utility District No.1 of Cowlitz County, Washington

- City of Deck, Idaho
Public Utility District No. l 'of Douglas County, Washington
Douglas Electric Cooperative, Inc.
City of Drain, Oregon
The East End Mutual Electric Co., Ltd.
City of Ellensburg, Washington
City of Eugene, Oregon
Fall 1!iver Itural Electric Cooperative, Inc.
Farmers Electric Co., Ltd.
Public Utility District No.1 of Ferry County, Washirg ton
Flathead Electric Cooperative, Inc.
City of Forest Grove, Oregon
Public Utility District No.1 of Franklin County, Washington
Public Utility District No.2 of G: ant County, Washington
Public Utility District No.1 of Grays IIarbor County, Washington

( Harney Electric Coope' ative, Inc.
City of IIeyburn, Idaho

.

Hood River Electric Cooperative
Idaho County Light & Power Cooperative Association,Inc.'

City of Idaho Falls, Idaho
Inland Power & Light Company
Public Utility District No.1 of Kittitas County, Washington
Public Utility District No.1 of Klickitat County, Washington

j
' Kootenai Electric Cooperative, Inc.

Lane Electric Cooperative,Inc.
Public Utility District No.1 of Lewis County, Washington

,

Lincoln Electric Cooporative, Inc. (3lontana)
Lincoln Electric Cooperative, Inc. (Washington)
Lost River Electric Cooperative, Inc.
Lower Valley Power & Light. Inc.
Public Utility District No.1 of 31ason County, Washington
Public Utility District No. 3 of 31ason County, Washington
Town of 3fcCleary, Washington
City of Afc3finnville, Oregon
Midstate Electric Cooperative, Inc. |

( I

i



,
. . ..

_ _ _ - _ _

__ .

F

)

4

City of 3Illton.Freewater, Oregon
,

Cityof 31inidoka, Idaho
Missoula Electric Cooperative, Inc.
City of Monmouth, Oregon
Nespelem Valley Electric Cooperative,Inc.
Northern Lights,Inc.
Northern Wasco County Peoples' Ptilitp District
Okanogan County Elect ric Cooperative,Inc.
Public Utility District No.1 of Uhanogan County, Washington
Orcas Power and Light Company
PublicUtility District No.2 of Pacitie Coimty, Washington-

Public Utility District No.1 of Pend Oreille County, Washington
Cityof Port Angeles, Washington
Prairie Power Cooperative,Inc.
Raf t River Rural Electric Cooperative, Inc.
Ravalli County Electric Cooperative,Inc.
City of Richland, Washington
Riverside Electric Company, Ltd.
Cit of Rupert, Idaho )RuralElectric Cornpany
Salem Electric
Salmon River Electric Cooperative, Inc.
City of Seattle, Washington
Public Utility District No. l of Skmnania County, Washington
Public Utility District No. l of Snohomish County, Washington
South Side Electric Lines,Inc.
City ot Springfield,0regon
City of Sumhs,Washineton
Surprise Valley Electritication Corporation
Cityof Tacoma, Washington
Tanner Electric
Tillamook Peoples' Utility District
Umatilla Electric Cooperative Association
Unity Light and Power Company
Vera Irrigation District No.15
Vigilante Electric Cooperative,Inc.
Public Utility District No. l of Wahkiakum County, Washington
Warco Electric Cooperative,Inc.

)

)

L .. . . _ . ..
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Wells Rural Electric Company (Nevada)
*

West Oregon Electric Cooperative, Inc.
' Public Utility District No. l of Whatcom County, Washington

(i) The term"WPPSS Project No.1 Exchange Agreennents"shall
mean all of the agreements dated February 6,1973, de.-ignated " Wash-
ington Public Power Supply System Nuclear Project No.1 Agree-
ment" (Contract Nos. 14-03-39212 to 14-03-39210, inclusive), each as
amended by Amendatory Agreement No. I thereto, among the System,
the Administrator and each of Pacific Power & Light Company, Port-
land General Electric Company, Pnget Sound Power & Light Company.
The Montana Power Company, and The Washington Water Power
Company.

(j) The term "WPPSS Project No.1 Participants" shall mean the
parties to the WPPSS Project No.1 Net Billing Agreements and the
WPPSS Project No.1 Exchange Agieements, other than the System
and the Administrator.

(k) The term "llanford Project" > hall mean the works, plants and
facilities heretofore acquired and constructed by the System for the

( generation, tran.sformation and trandinission of electric power and
energy in conjunction with the United States Atomic Energy Conmiis.
sion's New Production Reactor, pursuant to Hesolution No.178, adopted
by the Board on April 15,1963.

(1) The term"IIanford Project Exchange Agreements" shall mean
the agreements dated April 12, 1963, for the sale by the System of
power and energy from the IIanford Project to the public utility dis-
tricts and other wholesale power purchasers both public and private,
listed in subparagraph II of Section 1 of the aforesaid Resolution No.
178, and the exchange thereof for firm energy and capacity with the
Administrator, and entered into among the Administrator, the System,
and each of the aforesaid public utility districts and other wholesale
power purchasers.

(m) The term "Hanford Project Participants" shall mean the
parties to the Ilanford Project Ihchange Agreements, other than the
System and the Administrator.

(n) The term " Existing Power Facilities" shall mean the power
house with two turbine generator units with a combined namei ated

rating of 860 megawatts and related auxiliary equipment, transforma-

I
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tion and transmission facilities, heretofore acquired and constructed
by the System in connection with the IIanford Project.

Srcrms 2. Recitals, Findings nud Determinations.
A. ~ The Systeni. The System has heretofore been' duly organized

as a joint operating agency and a inunicipal corporation of the State of
Washington, under the laws of the State of Washington (Ilevised Code
of Washington, Chapter 43.32), and is authorized among other things,
to acquire, construct, own, ninintain, operate, develop and regulate
plants, works and facilities for the generation and transinission of elec.

- tric power and energy and to contract for the sale, exchange, transmis-
sion or use of-electrie energy with any person, firm or corporation,
including political subdivisions and agencies of any state, or of the
United States, at. fair and non-discriminatory rates.

M. The History of 1\TPSS Pro.irct No.1.
- (1) The #nnford Proic<t. The System, pursuant to Resolution No.

178, adopted by its lloard on .\pril .i.19WI (hereinafter referred to as
"Hesolption No.17S"), acquired and now own- and operates the Han-
ford Project and has issued revenue hands (the "1963 Ilonds") of the )
System to . pay the. cost of acquiring and constructing such Project,
which bonds are payable solely froni the revenues derived therefrom.

On August 17, 1972, the Admini3trator. after reviewing studies
prepared by independent consulting engineers retained by the Admin.
istrator und approved by the System, notified the System that he would
not approve expenditures "to further ' power only' operation of the
NPR" when ' the United States Atomic Energy connnission (the
" AEC") ceases to operate its New Production Reactor (the "NPR"),
which is the source of steam energy for the llanford Project, for the
purposes of the AEC and the production of steam energy and that at
the appropriate time, and in the absence of substantial change, the
Administrator would be required to direct the System to discontinue
the operation of the IIanford Project in accordance with the provisions
of Section 5(i) of ILe Ilanford Project Exchange Agreements.

(2) The Relation of the Hanford Project to ll*PPSS Project No.1.
Subsequent to the notice referred to above, the lloard, after due con-
sideration and analysis of engineering reports, surveys, economic and
legal studies, found and determined that it was necessary and advisable
in the public interest and in the interests of economical and etlicient

i 1

|
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operation of the System amt the discharge of its public duties and re. -
,

sponsibilities to provide for the use and employment of the Existing<

Power Facilities as part of the WPPSS Project No.1 in the manner
set forth in liesolution No. G00, and the' Board further found, deter.
mined and declared that from mal after the date upon which t'ie llan-
ford Project became inoperable, the Existing Power Facilities, includ-
ing the said turbine generator.<. shon!d and would be modified, renovated
and adapted and thercarter shonhl and would be used and employed
by the System as prescribed in the phm and system set forth in Resolu-
tion No. GOG.

(3) Execnilon and Delircry of the 11'PPSS Project No.1 ilgrec-.

ment, TVPPSS Project No.1 Nel liilling .lgreements and M'PPSS
Project No.1 l'rchange .lyrrements. Suh>c<ptent to the findings and
determinations set forth in the preceding para raph, the System, on
February 6,1973. entered into the WPPSS Project No.1 Agreement,
the WPPSS Project No.1 Net Billing Agreements and the WPPSS
Project No.1 Exchange Agreements in their respective original forms.
By such agreements the other parties thereto which are parties to the
Hanford Psoject Mxchamm Agreements agreed (i) to the use and

I employment of the Existing Power Facilities by the System for the
purposes and in the manner prescribed in the plan and system specified

| and adopted in liesolution No. 600. (ii) that the electric power and
energy to be prodneed pursuant to said plan and system, including the

! electric power and energy to he produced by the Exi.< ting Power Facil-
ities, might and should 1 e disposed of to the parties, in the quantities,,

for the periods and untler the terms and condition.* prescribed in the'

WPPSS Project No. I Mxchange Agreements and WPPSS Project
! No.1 Net Billing Agreements, and (iii) that the excention and delivery

of the WPPSS Project No.1 Exchange Agreements and WPPSS
Project No.1 Net llilling Agreements by the said parties in no way
affected, limited, modified, altered released or discharged their respec-
tive rights and obligation > nnder the llanford Project Exchange Agree-
ments, or reduced the payments which the llanford Project Partici-
pants are obligated to make thereunder in order to safeguard and
protect the security for the payment of the 100:1llonds in the event that
sufficient moneys to make such pa,ments are not otherwise available
for such mrlmse 1mrsuant to the WPPSS Project No.1 ExchangeI
Agreements and the WPPSS Project No.1 Net Billing Agreements.

,

4
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Resolution No. GOG, the WPPSS Project No.1.kreement. WPPSS
Project No.1 Net Ililling Agreements and WPPSS l'roject No.1
Exchange Agreements all provided that the Existing Power Facilities
would be used as a part of and in connection with the WPPSS Project
No.1, said Project as therein described to consist of a nuclear steam
supply system, a topping turbine generator with a moneplate rating
of approximately 3730 megawatts, the Mxisting Power Facilities, and
associated facilities and to have a total namplate rating of approxi-
mately 1,"20 megawatts, and further provided that the System's costs
in connection with the llanford Project, including its costs under 1(eso-
lution No.178, wonhl be paid from the revenues derived by the System
froin the WPPSS Project No.1.

In order to provide funds to pay a part of the co. t of the plan and
system specified in 1(esolution No. 606, the System issued the 1973
Notes.

C. Findings and Detenninations 11'ith flespect to the Plan and
System for the it*PPSS Project No.1 Specified and .ldopted by Reso.
lation No. coa. The lloard hereby finds and determines that the present
schedule for the acquinition and con,truction of the WPPSS Project )
No.1 in accordance with the plan and system specified in lle3olution
No. G06 will require the shutdown of the IInnford Project on or about
October 31, 1977, and will eliminate the availability of the IIanford
Project as a source of guiwer and energy until such time as a new
stenin supply system and other e.aential facilities can he provided
therefor. The Administrator has advi<ed the System that due to delays
in the construction of various generating projects in the Pacific North-

I tomed power generating re-dwest and anticipated fuel rhortages,
sources under the II)dto Thermal l'ower Pro.: ram (hereinafter de.
scribed) are expected to be inadequate to meet the needs of the IIanford
Project Participants and the WPPSS Project No.1 Participants,includ-
ing such Participants which are members of the System, for power and
energy during the period 197S thtout:h the early 19'O's. The lloard,
therefore, further finds and determines that it is in the best intere.<ts
of the Sy.< tem, the llanford Project Participants ami the WPPSS Proj-
ect No.1 Participants, including such l'articipants which are members
of the System, to keep the llanford l'roject available for continuous
operation after October,1977, ami that in order to accomplish that
purpose it is appropriate that the acquisition, construction, operation

_ _ _ _
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and maintenance of the WPPSS Project No.1 he disasmeinted from the
operation of the llanford Project and that the WPPSS Project No. I

"

not be acquired, constrneted, operated or maintained in conjunction
with the Existin:: Power Facilities. The System and the Admini trator
have determined that such netion will be beneficial by improving the

,

tprobability that onllicient electric in>wer resonrees will be available to
meet the requirernents of raid Participants in the late 1DIO's and early
1980's.

The Board further finds and determines that it is advisable and
in the best interests of the System, the parties to the IIanford Project

,

Exchange Agreements and the parties to the WPPSS Project No.1
Net Billing Agreements and WPPSS Project No.1 Exchange Agree-
ments that the plan and system specified in Resolution No. G0G be
rescinded and that there be adopted in lieu thereof the plan and sys-
tem prescribed in Section 3 of thi4 Resolution, but that the arrange-
ments originally entered into and contemplated by the WPPSS Project
No.1 Agreement, the WPPSS Project No.1 Net Billing Agreements
and the,WPJfSS Project No.1 Exchange Agreements with respect to

( the payment of the costs of the Hanford Project be carried ont fully
and in accordance with such ngreements as presently in effect, in order
to protect and secure the rights of the parties to said agreements. The
Board finds and determine < that the adoption of this Resolution and
the performance by the Syetem of its duties and obligations under the
WPPSS Project No.1 Agreement, the WPPSS Project No.1 Net
Billing Agreements and the Wl'PSS Project No.1 Exchange Agree-
ments, as amended, will accomplish this latter objective.

To accomplish the foregoing, the System proposes to enter into
agreements designated " Amemiatory Aureement No.1" to the WPPSS ,

Project No.1 Agreement. WPPSS Project No.1 Net 11illing Agree-
ments and WPPSS Project No.1 Exchange Agreements, substantially
in the forms of the drafts thereof dated February 19,1974, Febrnary a8,
1974 and May 3,1974, respectively, on file in the ollice of the System.

D. Payment of thc 1973 Notes. The lloard finds and determines
that it is nececary, in order to carry out the plan and system for the
WPPSS Project No.1 specilled and adopted in Section 3 of this Reso-
lution, to discharge the obligations of the System under Resolution No,

i

&
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606 by providing for the payment of the principal of and interest on
the 1973 Notes in accordance with Section 13 of He.-olution No. 606 and
thereby cause the 1973 Notes to be no longer outstanding under Reso-
lution No. 600. The Board further finds and determines that this will
be accomplished by the depo,it of moneyr and securities with the
paying agent for the 1973 Notes as provided for in Subacetions B and
C of Section 11 hereof.

E. Nced for ti,c il'PP.V.y Project Xo.1. The Nard has caused
various engineering reports and . surveys and economic and environ-
mental studies to be made and submitted to it with respect to the
present and prospective needs of the WPPSS Project No.1 Partici-

.

pants, including such Participants which are members of the System,
for electricity for all uses, and the lioard, after due consideration and
analysis of said engineerinte reports and surveys ami economic and
enviromnental studies, herchy finds and determines that the construc-
tion of the WPPSS Project No. I is necewary and advi.-able in order
to provide for the present and pro-pective power ami energy needs of
the W.PPSS Project No.1 Participants, that the construction of the
WPPSS Project No.1 by the System ami the dispo ition of the power )
und energy therefrom, as provided in the WPPSS l'roject No.1 Ex-

-

change Agreements and the WPPSS Project No. I Net Billing Agree-
ments, will result in sub<tantial economies and advantage.< to the
WPPSS Project No. 1 Participants, the people of the State of

,

Washington, and the Pacilic Northwe>t. and that the WPPSS Project
No.1 is economically feasible and urgently required to conserve the
resources of the region.

A draft of and a final " detailed statement", connuonly referred
| to as an Environmental Impact Statement, for the WPPSS Project

No.1 was distributed to all Board members pursuant to Revised Code
of Washington, Chapter 43.21Ct the Board, having reviewed both
documents, finds that this detailed >tatement is adequate.

The Board hereby also finds and determine.$ that the public in.
terest, welfare, convenience and necessity require the acquisition and
construction by the System of the nuclear generatime plant and asso.
clated facilities to be known as the WPPSS Project No. I as a separate
utility system for the purpose of supplying the power needs of the
WPPSS Project No.1 Participants which are members of the System
and the inhabitants thereof and any other persons, including public

)
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or private corporations, within or without their limits, with electricity-
~ for all uses.

F. Ilydro Thermal Porcer Program. The WPPSS Proicct No.1
is a part of the Hydro Thermal Power Program for the Pacific North-
west, which Program ha.< been' developed by the utilities of the Pacific
Northwest and the Administrator and under which the Administrator
will acquire capability from thernml power generating projects devel-
oped by non-federal entities to meet the future power requirements of
its preference and other customers in the Pacific Northwest.

G. Agrccments Relating to the Sale of Capability of the WPPSS
.

Project No.1. P. the WPPSS Project No.1 Exchange Agreements,
among other things, the System agrees to sell, and the WPPSS Project
No.1 Participants which are partic< thereto agree to purchase, a
portion of the capability of the WPPSS Project No.1: and said Partici-
pants and the Aihuinistrator have agreed to exchange said Participants'
respective simres of said capability for electric power and energy
delivered by the Administrator in accordance with the terms of said

[ Exchange Agreements.

By the WPPSS Project No.1 Net Billing Agreements, the System
agrees to sell, and the WPPSS Project No.1 Participants which are
parties thereto, all of which are statutory preference customers of the
Administrator, agree to purcha.e, the balance of the capability of the<

WPPSS Project No. I and said Participants agree to assign to the
Administrator, ami the Administrator agrees to acquire. their respec-
tive shares of said capability. The System and each of said Participants
which is a party to said N t Billine Aureements have determined that
the sale by the System to such Participants of its shares of the capability
of the WPPSS Project No. I and the assignment thereof by such Par-
ticipant to the Administrator will be beneficial to it by reducing the
cost of and increasing the amounts of firm power and energy which
will be available to serve its members or customers in the futute.

The Administrator has determined that the exchange of power
as provided in the WPPSS Project No.1 Exchange Agreements and
the acquisition of capability of the WPPSS Project No.1 as provided
in the WPPSS Project No.1 Net Billing Agreements will assist in
attaining the objectives of the Bonneville Project Act and other statutes!

|
'

1 s
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which pertain to the disposition of electric power and energy from
projects of the United States of America in the Pacific Northwest by

.

enabling the United States of America to make optimum use of the
Federal Columbia River Power System, and that.the integration of;

| the capability of the WPPSS Project No. I with the generating re-|

sources of the Federal Columbia River Power System will enable the
Administrator to make available additional firm power and energy

.

! to meet the needs of his customers.

! Szertos 3. Plan and System. The System hereby specifies and'

adopts the plan and system hereinafter 5et forth for the acquisition,*

by purchase or condemnation, and construction of the following nuclear
!

electric generating plant and associated facilities as a separate utility
system constituting the WPPSS Project No.1 of the System, to wit:

A. The System shall acquire and construct a nuclear electric
| generating plant and associated facilities, having a net electrical plant!

capability of approximately 1200 megawatts. The WPPSS Project No.
1 shall include, but shall not be limited to, a nuclear steam supply
system, fuel and reactor coolant systems and all related structures )
and safety features including all instrumentation, control and auxiliary
systems required therefor; turbine generator, condensors, circulating
water systems and facilities and piping therefor, electrical and me-
chanical systems and all other equipment, facilitias or appurtenances
thereto; all electrical facilities required to deliver the output of WPPSS
Project No.1 to the Federal Columbia River Power System; all strue.
tures, railroad sidings, shops, warehouses, const ruction facilitics, o!Tices
and all other structures, fixtures, equipment or facilities used or useful
in the construction, maintenance, operation and administration of the
WPPSS Project No.1 and ali necessary or useful water rights, develop-
ment rights, permits and licenses, leases, casements and rights of way.

|

B. The site of the WPPSS Project No. I shall be located on the|

| federal reservation known as the Hanford Works of the AEC, north'

of the City of Richland in Benton County, Washington. Ifowever, in
the event that the System and the Administrator shall find that any
order or standard of the Thermal Power Plant Site Evaluation Cotmcil
of the State of Washington, the AEC, or any other governmental
agency or authority having jurisdiction, makes it advisable that said

' site be changed, or that the feasibility of the WPPSS Project No.1|

)
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will be improved by change of site, then the System, with the approval
of the Administrutor and after consultation with the WPPSS Project

' No.1 Participants to the extent required by the WPPSS Project No.1
Net Billing Agreements and the WPPSS Project No.1 Exchange
Agreements, may adopt an amendatory resolution providing for such
alternate site within the State of Washington which the System finds
may be feasibly. inter-connected with the transmission system of the
Administrator. In such event, the System shall make further change
in the plan and system set forth in this Section as reasonably may be
deemed required to conform to such change in site; provided, that there
shall be filed with the Secretary of the System and the Administrator a
certificate of the construction em:ineer retained by the System to super-.

vise acquisition and construction of the WPPSS Project No. I which
shall certify that in his opinion such change (1) is appropriate to meet
the ordar or standard of such govermnental agency or authority, or
(2) will result in improvement of the feasibility of the WPPSS Project
No.1.

C. The System shall obtain all permits and licenses required by
any regulatory agency or governmental authority having jurisdiction
and anj other licen<es. peimits, approvals, ensemnnts or legal rights

I of any kind required for, used or useful in connection with the acquisi-
tion, construction, maintenance and operation of the WPPSS Project
No.1.

D. The System shall acquire, by lease or purchase, all nucicar
fuel, fuel assemblies and components, and rights relating thereto, in.
cluding any and all nuclear material therefor, together with all asso.
ciated and related proporty incident to the acquisition, processing,
reprocessing and disposal of the nuclear fuel used or usable in connec.
tion with the acquisition, construction, maintenance and operation of
the WPPSS Project No.1.,

E. The System shall acquire all tools, equipment, spare parts,
automotive equipment, instruments. operators' dwellings, warehouses
and other associated and relate I property nece.<sary in connection with
the acquisition and construction. maintenance, operation and admin.
istration of the WPPSS Project No. l.

F. The System shall acquire all lands. rights in land, leases, case.
ments, permits and other physical property related to or necessary for

.(

_ _ - - - - _ ... _ .. _ _ _ _ __ _ . _
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use in connection with the WPPSS Project No.1, together with all and'

singular, the tenements, hereditaments and appurtenances belonging
or in anywise appertaining to the aforesaid Project, or any part
thereof.

G. Subject to the WPPSS Project No.1' Agreement, the WPPSS
Project No. l .< hall also include any additional works. plants or facilities
subsequently nequired or constructed by the Sy tem l'or tha same uses,
whether or not physically connected therewith, which, if .6o authorized
by resohition of the Board. may become additions or betterments to or
extensions of the WPPSS Project No. l.

II. The System shall cause to be made any and all surveys, studies,
appraisals and financial and engineering investigations necessary or
incidental to the location, noiuisition and construction of the electric
works, plants and facilities of the WPPSS Project No. I and the plac.
ing of the same into operation, including all such surveys, studies,
investigations and other work necessary to comply with all environ.
mental laws and with all environmental order.s. regulations and stand. )
ards of any federal or state agency having jurisdiction over the WPPSS
Project No.1 now or hereaf ter in effect.

Szcstos 4. Modifcation of Plan and System. In addition to the
change of sito permitted by Subsection B of Section 3, and subject to
the WPPSS Project No.1 Agreement, the System may modify details
of the foregoing plan ami system, including modifications to make pro.
visions for the installation of additional facilities. If such modification
(i) does not substantially change the plan and system specified in Sec.
tion 3 of this Resohttion, and (ii) is proper and necessary for the ef.
Acient and economical operation and maintenance of the WPPSS Proj.

eet No.1.
The Board finds and determinen that the acquisition and construe.

tion of the WPPSS Project No. I will properly and mlvantageously con.
tribute to the conduct of the business of the System in an etlicient and
economical manner.

Secrtos 5. Cost of Plan and System. The estimated cost of the
plan and system herein specified and adopted for the acquisition and

1
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construction of the WPPSS Project No.1, including as a part of such
cost fueds necessary to be paid or set aside for fuel, for working capital
for the operntnin thereof, for the paynioni of expenses heretofore and
hereafter incurred in the uequi ition and constructiin thereof, includ-
ing obligations incurred in connection with the plan and system for the
WPPSS Project No.1 specified and adopted in lle.-olution No. 600, and
the payment of the principal of and interest on the 197:: Notes, is hereby
declared, as near as may be, to be the sum of Seven llundred Isleven
Million Dollars ($711,000,000).

SEcTmx G. .luthori:ntion ot Note.s. There are hereby authorized
.

to be i.ssued Seventy-seven .Tlillion l hillare ($77,000.0u0) principal
amount of resenne notes of the Sy3 tem to be de-ivnated "Washingten
Public Power Supply System Nuclear Project No. I lievenue Notes,
Series 1974" (hereinafter referied to ne the " Notes"), for the purpose
of paying a part of the co t of the phm and r. stem specified ands

adopted in Section || hereof for the ac<pti>ition nnd con. truction of the
-

WPPSS Project No. I and the placing of it into operation, including

i (i) paying the cost of ne<piiring land, rights in land and nuclear fuel,
preliminary work and expenses incurred in connection with the WPPSS
Project No.1, engineering and other profes-ional .ervices, making<

site studies and surveys for the WPPSS Project No. I and other studies
and surveys, obtaining necessary permits, licenses and approvals and
preparing detailed plans and specilientions for the corstruction of the
WPPSS Project No.1, (ii) paying obligations incurred in connection
with the plan and system for the Wl'I'SS Pro.ieet No. I specified and
adopted in liesolution No. 606, iiii) In oviding for the payment of the
principal of the 1973 Notes, (iv) paying the expenses of issuing and
aclling the Notes and the fee.- and charges of the trn. tees, paying agents
and depositaries appointed pursuant to this lle>olution and liesolution
No.000 and (v) paying intercat on the Notes from their date to the date
of maturity thereof.

Stcriox 7. Details of Notes. The Notes shall be issued in the form
of coupon notes in the denomination of $25,000 or, if requested by the
successful bidder, in any denomination which is a multiple of $25,000,
shall be numbered from 1 upwards, shall be dated .\ lay 15,1974, shall
bear interest at such rate as shall he determined by the lloard at the

l'
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time of the sale thereof, payable December 15,1974, and semi-annually
thereafter on June 15 und December 15. ami shall mature, without
option of prior redemption, on December 15,1976.

Szctson 8. Sources from n'hich Notes Payable. The Notes, to-
gether with the interest thereon, shall be imyable frmn any moneys of
the System that nmy be lawfully applied to the payment thereof,includ-

|
Ing revenues of the WPPSS Project No. I and the proceeds of revenue
bonds or refunding notes of the System issued in connection with the'

WPPSS Project No. l.

Stenos D. Execution of Notes; Payment of Notes. The Notes
shall be executed on behalf of the System with the manual or facsimile
signature of the President of the Board and attested with the manual
signature of the Secretary of the Board or the Trea.-urer of the System
and the seal of the System shall be impressed or imprinted on each
of the Notes, and the coupons thereto attached shall bear the facsimile
signatures of the said President and Secretary. In case any of the )
officers who shall have signed, attested, registered or scaled any of the
Notes or coupons shall cease to be such officers before such Notes
and coupons shall have been actually issued and delivered, such Notes
and coupons shall be valid nevertheless and may be issued by the-
System with the same effect as though the persons who had signed,

,

i attested, registered or scaled such Notes and coupons had not ceased
to be such officers. All Notes shall be payable as to principal and
interest in any coin or currency of the United States of America which

; at the time of payment thereof is leeni tender for the payment of public
! and private debts, at the principal 00 ice of the paying agent of the

System in the City of Seattle, Washinaton, or, at the option of the
holder, at the principal ollice of the paying agent of the System in
the City of New York, New York, or the paying acent of the System
in the City of Chicago. Illinois, to be designated and appointed by
resolution of the Board (hereinafter referred to collectively as the
" Paying Agents").

Sscrsox 10. Form of Notes. Said Notes, the coupons to be attached
thereto, and the State Auditor's Certificate of Registration to be en.

|
dorsed thereon shall be in substantially the following forms, respec-

)
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tively, with such inodifications, additions and deletions as may be
necesary, permitted or required by the provisions of this Resolution:

, ,

UNITED STATES OF A31 ERICA .

STATE OF WASIIJNGTON

WASIIINGTON PUBLIC POWER SUPPLY SYSTEM

.WAslllNGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO.1

-
REVENUE NOTE, SERIES 1974

$- - _____

N o. _ _ _ _ _ _ _ _ _ _

Washington Public Power Supply System, a municipal corporation
of the State of Washington (hereinafter called the " System"), for
value received, herch,s promises to pay to the bearer, upon presentation
and surremier hereof, on the fifteenth day of Docember,1976, the prin-
cipal sum of _-.__.._______ Dollars ($____________), and to pay interest

( on such principal amount from the date hereof at the rate of ____
per centum (_S) per annum payable December 15, 1974, and semi-
annually thereafter on June 15 and December 15, until the payment
of such principal sum in full, but, in the case of the interest due on or
before maturity, only upon the presentation and surrender of the
respective interest coupons representing such interest hereto attached,
as they severally mature.

Principal of and interest on this note are payable from any moneys
of the System that may be lawfully applied to the payment thereof,
including revenues of the Washington Public Power Supply System
Nuclear Project No.1 (as such Project is defined in the Note Resolu-
tion hereinafter referred to), the proceeds of revenue bonds or refund.
ing notes of the System issued in connection with such Project and
moneys in the special fund known as the " Washington Public Power
Supply System Nuclear Project No.1 Note Retirement Fund" created
pursuant to the Note Resolution. The System reserves the right to
issue additional noes payable from such sources on a parity with
the notes of the issue of which this note is one. Payment of the principal
of and interest on this note will be made at the principal oflice of ____

.

: .

..
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....... in the City of Seattle, Washington, or, at the option of the j
holder, at the principal ollice of _ __ _ __ _________, in the City of New (

'~'York, New York, or at the principal ofIice of . ..__ __ .____, in the City of
Chicago, Illinois, in such coin or curiency of the United States of
America which at the time of payment is legal tender for the payment
of public and private debts.

,,
.-
'

This note is one of a duly authorized issue of note ' of the System ,

designated as " Washington Public l'ower Supply Syste \'uclear Pro- [
ject No.1 Revenne Notes, Serie.s 1974" (hereinarter rt .ed to as the '," Notes"), issued under and pursuant to Resolution No. __, adopted *-

by the Board of Directors of the System on the ____ day of .._________, :
1974 (hereinafter referred to as the " Note Resolution"). and under '

,'
the authority of und in full compliance with the Constitution and }

'statutes of the State of Washington, including Titles 43 and 54 of
the Revised Code of Washington, and pioceedings of the Board of
Directors of the System duly adopted, for the luttpo.,e of paying
a part of the cost of acquiring and constructing the Washington Public
Power Supply System Nuclear Project No.1 inclading providing for
the payment of the principal of certain revenue note.< heretofore issued I

g
by the System to pay costs of acquisition and construction of said i

Project. Reference to the Note Resolution is made for the description |

of the covenants and declarations of the System and other terms and
conditions upon which the Notes authorized thereby have been issued.

This note shall have all the qualities and incidents of a negotiable .

instrument as provided by Section 54.24.120 of the Revised Code of *

Washington.

It is hereby certified, recited and declared that all acts, conditions
and things required by the Constitution and statutes of the State of
Washington to exist, to have happened and to have been performed
precedent to and in the issuance of this note <5 exist. have happened
and have been performed in due time, form and manner as prescribed
by law, and that the runount of this note, toaether with all other
obligations or indebtedness of the System. does not exceed any constitu-
tional or statutory limitations of indebtedness.

6

IN WITNF.SS WHFnFoF. Washington Public Power Supply System,
by its Board of Directors, has caused this note to be executed in its

.

e
f
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,name with the manual or facsimile signature of the President of its
Board of Directors and attented by the manual signature of the Secre-
tary of said Board or Treasurer of the System thereunto duly author-
ized, the seal of said System to be impressed or imprinted hereon and
the interest coul.ons hereto attached to be executed with the facshnile
signature of S said President and Secretary, all as of the fifteenth
day of May, IDN.

WAsumarox Pesuc Powcn Sven.r
Srsism

.

- _ _ - _-- --_-- ---

.____ _

Parsmrxr

Arrzsr:

- _ _ _ _ _ _ _ .

g-
_____________________

SECRETAnY (Tarasentn)

[ san.1

[Fon. or Couros]u

$_-No. _ _ _ __ _ _ _
-

On the ______ day of __________,19 _, Washington Public Power

Supply System, a municipal corporation of the State of Washington,
will pay bearer at the principal ollice of __________________, in the
City of Seattle, Washington, or at the option of the holder, at the
principal office of __ _____________, in the City of New York, New
York, or at the principal office of ___________ __.______, in the City of
Chicago, Illinois, but solely out of the funds applicable to the payment
thereof as provided in the note hereinafter referred to, the sum of______
Dollars ($________) in such coin or currency of the United States of
America, as at the time of payment is legal tender for the payment
of public and private debts, being the interest then due on its Wash-

:

l
l
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ington Public Power Supply System Nuclear Project No.1 Revenue
*

Note, Series 1974, dated 31ay 15,1974, and niunbered ________.

WASHINGTON PUBUC POWER SUPPLY
SYSTEM

|
i';.

.______________________ ___- __ (1
Pntsinuxr g ''

i:
!,i,_______________.______________

8ECRETARY i
{0

[vonn or stars Armron's ennriricArc or nrorsTnArrox]
h

STATS or WAstrisarox ? 4

Orrics or SrATc ArmTon jss: |

I Do Hr.nnav CnnTiry that I have examined the within note and )k:

a certified copy of the reso'..; tion authorizing the i.4suance thereof, a
j

and such athlitional information with respect thereto as is required i.

by me, and that the same has been registered in my onice in accordance j
with the provisions of Section 54.24.070 of the Revised Code of j
Washington. j

1

'VITxnss my hand and seal of office ________,1974. 'l
s

L

l

|?IAumron or Tuc Srrrs or WAstrixcTox i

I 4
L a
'

y

__x-_- --_o=______e.__e. - --

IT

DrruTY SrATE AunrTon
't,i

-

,

i
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. Szcnos 11. 1974 Prcliminary Construction Fund; 1974 Note In.
'terest Fund; Distribution of Note Proceeds.~

A. There is' hereby created a special fund of the System to be
known as the " Nuclear Project No.1-1974 Preliminary Construction
Fund" (the "1974 Preliminary Construction Fund") which shall be

_

held in trust and administered by the System, and a special fund of the
System is to be known as the " Nuclear Project No.1-1974 Note Interest
Fund" (the "1974 Note Interest Fund"), which shall be held in trust
and administered by the Nuclear Project No.1-1974 Note luterest Fund
Trustec (the " Note Interest Fund Trustee"). The System shall
appoint as Note Interest Fund Trustee one of the Paying .igents for

'

the Notes.

B. From the proceeds derived from the sale of the Notes there shall
be deposited:

1. With Seattle-First National Bank, Seattle, Washington, a
Paying Agent for the 1973 Notes (the "1973 Paying Agent") the
sum of $2.'s,000,000, or such lesser amount as shall, together with

~

the inicome from the investment thereof, be suflicient to cause the
I 1973 Notes to he no longer outstanding under Re<olution No. 606;

2. With the Note Interest Fund Trustee, for credit to the
1974 Note Interest Fimd, an amount equal to the interest to accrue
on the Notes from the date thereof to the maturity date thereof
which amount shall be used to pay interest on the Notes during
such period; and

3. With the System, for credit to the 1974 Preliminary Con-
struction Fund, the balance of the Note proceeds, which amount
shall be applied for the purposes specified in Section G hereof, in-
cluding repayment to other funds and accounts of the System of
moneys advanced to the 1974 Preliminary Construction Fund prior
to receipt of the proceeds derived from the sale of the Notes and
interest on such moneys.

C. In addition to the amount specified in subparagraph 1 of See-
tion 11.B. above, there shall be delivered to the 1973 Paying Agent, the
moneys and Government Ohlications (as delined in Resolution No. COG)
on deposit in the Nuclear Project No.1,1973 Note Interest Fund
created pursuant to Resolution No. 600 and iteld by the 1973 Paying

(
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Agent in his capacity as Nuclear Project No.1,1973 Note Interest
Fund Trustec. The amount , so deposited with the 19731'aying Agent
shall be used solely to pay the principal of and intere.,t on the 1973
Notes when due. The Managing Director and Treasurer of the Sy.4 tem,
or either of them, are authorized to give such directions, and enter into
such agreements, with the 1973 Paying Agent u.4 they. or either of them, :

shall deem necessary or advisable to cause the 1973 Notes to be no !

longer outstanding under Ilesniotion No. G6G, to provide for the invest- L

ment, reinvestinent, applicatim.. custody and safeheeping of the amounts t
'

so deposited und to carry ont the provisions of this Sul section C and.

Section 13 of Itesohition No. 600. The Managing Director and Trea-
surer, or either of them, may also enter into agreements with the pay. ,

ing agents for the 1973 Notes mid the Construction Fund Depo 3itaries
appointed pursuant to Resolution No. 600 providing for the payment
of their fees, compensation and expenses from the 1974 Preliminary
Construction Fund, if neeenary or advisable to carr,s ont the provi-
sions of Section 13 of Ilesolution No. 600. Any such direction or agree-
ment shall be consistent with Section 13 of Iteeolation No. COG.

Any part of the amounts deposited with the 1973 Paying Agent }'
under this Section, any income derived from the investment or rein-
vestment thereof and any amounts received as a return of principal on
any such investment or reinvestment. which.are not required to be
retained by the 1973 Paying Agent to provide for the payment of the
principal of and interest on the 1973 Notes when due, shall be paid
over by the 1973 Paying Agent to the System as promptly as practicable,
for deposit in the 1974 Preliminary Construction Fund.

D. As soon as practicable after the 1973 Notes are no longer
deemed to be outstanding under the terms of Itesolution No. 600, there
shall be deposited in the 1974 Preliminary Construction Fund all
amounts then on deposit.in the preliminary construction fund estab-

Ilished pursuant to Itesolution No. 606. There shall al-o be transferred
to the 1974 Preliminary Construction Fund from time to time the
amounts specified in Section 11.C. above. Such amounts shall also be
applied for the purposes specified in Section 6 hereof.

E. Moneys in the 1974 Note Interest Fund shall be used solely
for the purpose of paying interest on the Notes. On or before the
fourteenth day of the month in which an installment of interest falls

,
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due o'n the Notes, the Note Interest Fund Trustee shall transfer from
' 'the 1974 Note Interest Fund to the Paying Agents an amount which,

- together with any moneys theretofore received or held by the Paying
Agents for that purpose. shall be sullicient to pay on t1+ following date
the installment of interest then iiue on said Notes. If at any time moneys
in the 1974 Note Interest Fund and other available moneys are inade-
quate for such purpose, the System shall transfer from the 1974 Pre-
liminary Construction Ftmd to- the 1974 Note Interest Fund such
amount of mm.ey as is required to permit such transfer to the Paying
Agents.

.

F. All moneys held or set aside by the System in the 1974 Pre-
liminary Construction Fund shall, mitil invested or applied as provided
in this Resolution, be deposited by the System for the account of the
1974 Preliminary Construction Fund in such depositary or depositaries
(hereinafter referred to as the " Construction Fund Depositary" or
" Construction Fund Depo.-itaries") as the System shall at any time
or from time to time appoint for the purpose. Each Construction Fund
Depositary shall be a state bank or trust company, or national banking

(
association located in the State of Washington, <gualified under the
laws of said State to receive deposits of public money.s and having capi-
tal stock and surplus in excess of Seven .Tlillion Five Ilmnired Thousand
Dollars ($7,500,000). All moneys so deposited shall be continuously
secured, for the benefit of the System and the holders of the Notes to
the extent and in the manner now or hereafter permitted by applicable
state or federal laws for the securing of deposits of public moneys.
Moneys in the 1974 Preliminary Construction Fund shall be disbursed
by check or draft signed by the Treasurer or other officer of the System
designated by the Board.

G. Moneys held for the credit of the 1974 Preliminary Construction
Fund and the 1974 Note Interest Fund may be invested by the System
and by the Note Interest Fund Trustee, as the case may be, in any
of the following, if and to the extent that the same are legal for the
investment of funds of the System:

1. Direct obligations of, or obligations the principal of and
interest on which are unconditionally guaranteed by, the United
States of America;

I
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2. General obligation bonds of any state of the United States
,

of America rated by a nationally recognized bond rating agency
in either of the two highest rating categories assigned by such
rating agency;

3. Bonds, debentures, nc tes or participation certificates issued
by the Bank for Cooperatives, the Federal Intermediate Credit
Bank, the Federal Heme Loan B.9nk System, the Export-Import
Bank of the United States, Federal Land Banks or the Federal i

National Mortgage Association or any other agency of the United
States of America or any corporation wholly owned by the United
States;

'

4. Public Housing Bonds or Project Notes issued by Public
Housing Authorities and fully secured as to the payment of both
principal and interest by a pledge of annual contributions to be.

paid by the United States of America or any agency thereof; or

5. Bank time" deposits evidenced by certificates of deposit
issued by any state bank or trust company, or national banking
association located in the State of Washin:: ton, which is a member };of the Federal Reserve System, is a qualified public depositary

,

under the laws of the State of Washington and has capital stock
{and surplus of at least Seven Million Five Hundred Thousand :

Dollars ($7,500,000). Such time deposits shall be purchased directly
from such a bank, trust company or national banking association,
shall mature not later than the time when the funds invested
therein are required for the 1>urimes intended and shall be secured
at all times in the manner provided by the laws of the State of
Washington, provided, that the funds invested in bank time de-
posits issued by any one bank, trust company or national banking
association shall not exceed at any one time fifty per centum (50%)
of the total of the capital stock and surplus of such bank, trust
company or national banking association.

o

H. Any investment made by the Note Interest Fund Trustee shall
be made in accordance with the directions of the Treasurer of the
System or other oflicer of the System designated by the Board. The
System agrees that it shall give such direction from time to time and
in such manner, and shall itself invest the 1974 Preliminary Construc-
tion Fund from time to time and in such manner, so that the 1974

?

!
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Preliminary Construction Fund and the 1974 Note Interest Fund shall
at all times be invested to the fullest extent practicable and reasonable
with due regard to estimates of the amounts needed from time to time
to make payments from such funds and the estimated dates of such
payment. All interest earned by reason of such investment shall accrue
to the 1974 Preliminary Construction Fund. In the event moneys that
are invested are _needed in the 1974 Preliminary Construction Fund
or_the'1974 Note Interest Fund to meet obligations thereof for which
funds are not otherwise available, then the System shall sell or present
for redemption, or cause the Note interest Fund Trustee to sell or
present for redemption, said investments to the extent required to'

provide funds for such purpose.

Sr.cuos 12. Partienlar Coremmis. The System hereby covenants
and agrees with the purchaser. and holders of the Notes as follows:4

A. The System will duly and jinnetnally pay the principal of and
interest on each and every Note on the dates and at the places and in the
manner provided for in the Notes according to the true intent and mean-

{ ing thereof from any moneys of the Sy. stem that may 1,e lawfully applied
to the payment thereof, including revenues of the WPPSS Project No.
I and the proceeds of revenne houds or refmnling notes of the System
issued in connection with the WPPSS Project No.1. and will faithfully
do and perform and fully ob3erve and keep any and all covenants, under-
takings, stipulations and provisions contained in the Notes and in this

_

Resolution.

B. So long as any of the Notes are outstanding and unpaid, the
System will not (i) voluntarily consent to or permit any rescission of,
nor will it consent to any amendment to nor otiierwise take any action
under or in connection with any of the WPPSS Project No.1 Net Bill-
ing Agreemt its or WPPSS Project No.1 Exchange Agreements which
will reduce the payments provided for therein or which will release any
party thereto from its obligations thereunder, or which will in any
manner impair or adversely affect the rit: hts of the System or of the
holders from time to time of the Notes, and the System shall perform
all of its obligations under the WPPSS Project No.1 Net Billing Agree-
ments and WPPS3 Project No. I lhehange Agreements and take such

: actions and proceedings from time to time as sliall be necessary to
protect and safeguard the security for the payment of the Notes af-

.

l
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forded by the provisions of the WPPSS Project No. I Net Billing
No. I luchange Agreements ; . or

Agreeinents and WPI'SS Project
(ii) voluntarily _ consent to or pertuit any re.ei-ion of, nor will it
consent to any aniendinent to or nindification of, nor otherwise take
any action under or in connection with the WPPSS !?roject No.1
Agreenu nt uhich will in any manner impair or adversely affect _the
rights of the Sy.<t'em or of the holders froin time to time of the Notes.
The System shall perform all of its oh!ientions under the WPPSS
Project No.11 Agreement ami shall iake >.neh actione and proceedings
from tinn to thne as shall be nece--ary to protect and safegnard the.

security for the payinent of the Notes atrorded by the provisions of
the WPPSS Project No.1 Agreement.

C. The System will proceed, as promptly a. i- reasonably pos- ,

licenses and ,

sible and practicable to obtain all neces.-ary permite, '

approvals, to prepare detailed phm- anni specilientions for the con- *

struction of the WPPSS Project No.1 and to do other nece3sary prelim-
inary work so that the acipii-ition and construction of the WPPSS
Project No.1 can be conunenced and the tiruneing thereof provided for

~ 3
>

through the sale of revenne bond; of the System.

D. As soon as is reasonably practicable the System vill issue and
sellits revenne bonds or refunding notes for the intrpose of providing
funds to pay the cost of acipiisition and con-trnetion of the WPPSS
Project No.1, which cost shall include, among other items, the payment
of the principal of and interest not paid from sneh principal on the
Notes. If for any reason the Sy> tem is unable to i:.sne and sell bonds
or refunding notes to obtain funds to pay the principal of the Notes
when due, or is unable to proceed with the financing of the WPPSS
Project No.1 for any reason, the Systein shall terminate the WPPSS
Project No. I as provided in subparagraph (a) of Section 15 of the
WPPSS Project No.1 Agreement amt will invoke the provisions of
Section 10 of each of the WPPSS Project No.1 Net 11illing Agreements.

+

Thereafter the System shall in each month make monthly accounting
statements under the WPPSS Project No.1 Net llilling Agreements
which shall show as the amounts due from the WPPSS Project No.1
Participant.4 which are parties to .-aid agreements in such month the
maxinnun amount which can he stated therein for payment by said
Participants in sneh month without cau.<ing the anmunt due from any*

such Participant to exceed the ability of the Administrator to allow

*
,

,
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net billing credits to such Participant in such month in the manner
provided in each of the WPPSS Project No.1 Net Billing .\greements,
taking into account all assigmnents which can be made pursuant to said
Agreements, and shall deposit the annount so collected into a special
fund (the " Washington Public Power Supply System Nuclear Project
No.1 Note Retirement Fund"), which is hereby created and estab-
lished, to provide for the payment of the principal of and interest on
the Notes and any additional notes hereafter inued to pay costs of
acquiring and constructing the WPPSS Project No.1.

Nothing in this Re.<olution shall prevent the Sy. stem from _ here-
.

after issuing revenue notes or bond anticipation notes to pay a part
of the cost of acquiring and constructing the WPPSS Project No.1,
payable on a parity with the Notes from the proceeds of revenue bonds
or notes of the System issued in connection with the WPPSS Project
No.1 or any other moneys that may lawfully be applied to the payment
thereof, including revenues of the WPPSS Project No.1 to be received
pursuant to the preceding paragraph.

The Board hereby finds and determines that in creating the afore-

{ said Note Retirement Fond it has had due regard to the cost of opera-
tion and maintenance of the WPPSS Project No. I and has not set aside
into such Fund a greater amount or proportion of the revenues and-

proceeds of the WPPSS Project No.1 than in its judgment will be avail-
able over and above such cost of maintenance and operation.

E. In investing the proceeds of the Notes and the 1973 Notes,
the System shall comply with the requirements of subsection (d) of
Section 103 of the Internal lievenue code and the applicable regula-
tions of the Internal Revenue Service adopted thereunder.

Secnos 13. Resolution and Laurs a Contract scith Notcholders.
This Hesolution is adopted under the authority of and in full compliance
with the Constitution and laws of the State of Washington, including
Titles 43 and 54 of the Revi>ed Code of Washington as amended and
supplemented. In consideration of the purchase and acceptance of the
Notes by those who shall hold the same from time to time, the provi-
sions of this Resolution and of said laws shall constitute a contract
with the holder or holders of each of said Notes and the obligations of
the System and its Board under said laws and under this Resolution
shall be enforceable by any court of competent jurisdiction; and the

,
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covenants and agreeinents herein set forth to be perfornied on behalf-

of the System shall be for the equal benefit :uid protection and security
of the hohlers of any and all of said Notes, all of which regardless of
the time or times of their i.ssue shall be of equal rank without prefer-
enee, priority or distinction of any of said Notes over any others there-
of except as expressly provided herein.

Szcssox 14. Notes No Longer Decmed outstanding Hereunder.
The obligations of the System under this Ite3olution and the charges,
trusts, nssignments, covenants and agreements of the System herein
made or provided for, shall be fully dideharged aiul satisfied as to any
Note and such Noto .shall no longer be deemed to be outstanding here,
under if sneh Note shall have been cancelled or surrendered for can-
cellation, or when the payment of the principal thereof phis interest j

thereon to the duc date thereof shall have been made. .\ll Notes shall be
considered to have been paid if and when there shall be on deposit in
trust with the Note Interest Fund Tru3 tee or the l'aying Agents for the
Notes and irrevocably appropriated exclusively to that purpose an
amount of cash and investment obligations de3eribed in clauses 1 )
through 4 of Section 11.G. of this liesolution maturing, or subject to re-
demption at the option of the holder, as to principal, and payable as to
interest,in such atnounts and at such times as shall be sufficient to pro-
vide funds to retire at maturity all of the Notes outstanding at the time,
together with interest thereon; provided that all the necessary and proper
fees, compensation and expenses of the Note Interest Fund Trustee, the
Paying Agents ami the Construction Fund Depositaries shall have been
paid or provided for to their satisfaction. Any obligation of the United
States Treasury issued in book entry form in the name of the System
and purchased.with moneys deposited pursuant to this Section, shall
be deemed to be properly deposited pursuant to this Section.

Szcnox 15. Relation to WPPSS Project No.1 Agreement. The
provisions of this Itesolution are not intended to create, expand or
confer any rights or obligations upon the System with respect to the
acquisition, construction, operation and maintenance of the WPPSS
Project No.1 which are inconsistent with the provisions of the WPPSS
Project No.1 Agreement.

\
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Szcriox 16. Sale of the Xotes. The .Tlanaging Director of the
System is hereby anthorized ami directed to fix a date for the > ale of the

.

Notes and an expected date of delivery thereof to the purchasers after~

consulting with the System % linancial advisor and to cause a Notice of
Sale of the Notes to be published once, at least five (5) days prior to
the date fixed for the sale of the Notes, in The Daily Journal of Com-
merce, published in the City of Seattle, Wa. hington, and in The Daily,

Bond Buyer, published in the City of New York, New Yoik. Said Notice
of Sale shall be in substantially the following form:

NOTICE OF SALE
$77,000,000

WASI11NGTON PUBLIC POWER Sl'PPLY SYSTEM
NUCLEAR PROJECT No.1 REVENUE NOTES, SEltIES 1974

Nouen Is lirarnv Givtx that scaled bids for the purchase of
$77,000,000 Washington Public Power Supply System Nuclear Project
No.1 Revenue Notes, Serie.< 1974 (the '' Notes"), of Washington Public

(. Power Supply Sydtem (the " System"), will be received by the Board
of Directors of the System at the Eighth Floor Conference Room,
Tower Building, Seventh and Olive. Seattle, Washington, until ten
o' clock A.M., Seattle time, on _.. - -.. . -_ .__,1974, at which time
and place the bids will be publicly opened and considered.

The Notes will be dated . lay 15,1974, will mature without optionT

of prior redemption on December 15,1970, and will be in the form of
coupon notes. The successful bidder may specify the denomination of
the Notes by letter or telegrain to the System within forty eight (48)
hours after acceptance by the System of its hid. Such denomination
must be $25,000 or any multiple of $25.000 and if the >uccessful bidder
does not specify the dem.mination, the Notes will be issued in the
denomination of $25,000. Interest on the Note < will be payable June 15
and December 15, commencing December 15,1974. Both principalof and
interest on the Notes will be payable at the principal ofiices of the Pay-
ing Agents of the System in the cities of Seattle, Washington. New
York, Xcw York and Chicago, Illinois. The succes3ful bidder in its
bid for the Notes shall have the right to designate as Paying Agents
for the Notes a bank or trust company having its principal oflice in the

I
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City of New York, New York, a' bank or trust company having its prin- -
cipal ollice in the City of Seattle, Wa>hington and a bank or trust com-

,

pany having its principal o0 ice in the City of Chicago, Illinois. If such
designation is not made by the succensful bidder in its bid form the
System will designate a bank or trust company in ench of raid cities
as Paying Agent.

Each bid must be unconditional innst be for all of the Notes and
for a price of not less than 99. 30'.) of the par value theri of, phis accrued
interest to the d:ite of delitery. llidders shall .-pecify a single rate of' ,.
interest and the rate specified must be a multiple of 1,8 or 1. '!0 of 1%.
The Note.s will be. awarded to the responsible hidder otTering to pur-
chase the Note 8 at the bewest interest cost to the Systein, to be deter-
mined in accordance with standard tables of bond values.

Each bid unist be accoinpanied by a good faith certified or cashier's !

check in the amount of $N5.000 payable to the order of Washington j
Public Power Supply System. No interest will be allowed on the good L

faith checks and the checks of unsuccessful hidders will be returned
promptly. The check of the successful bidder will be retained uneashed )
until delivery of the Notes and payment therefor, at which time it will
be applied in part payment for the Notes, or it will be cashed and for-
feited to the System as liquidateil' damages in the event the success-
ful bidder shall fail to comply with the terms of its bid. The right is
reserved to reject any and all bids and to waive any irregularity in
any bid. Each bid must be on the prescribed bid form and shall be.,

| scaled in an envelope addressed to Washington Public Power Supply
! System, and the words " Proposal for Notes" should be placed on the
i outside of each such envelope.

The executed Notes will be delivered to the purehuser in New York,
New York, at the expense of the System. It is expected that delivery

'

will be unide on or about ..-_ . _ _,1974. Payment of the balance
of the purchase price mn<t be in New York Clearing IIouse funds. The ;.

System will furnish on delivery of the Notes the unistalified approving
~

| opinions of .ilessrs. Wood Dawson 1.ove & Sabatine. New York, Ne.v I
i York, and ilessrs, lloughton Cluck Couthlin & lliley, Seattle, Washing-

ton, together with the usual closing documents including a certificate
that no litigation is pending atiecting the validity of the Notes. In
the event that delivery cannot be made within forty-five (45) days from

)

;
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the date of sale for any reason except faihire of performance by the
successful bidder, said bidder may accept delivery at a later date or

,

cancelits agreement to purchase the Notes.
(

The Notes will be issued for the purpose of paying the' cost of
preliminary work and expenses incurred in connection with the acquisi-
tion and construction of a utility system constituting the Washington
Public_ Power Supply System Nuclear Project No.1 including pro-
viding for the payment of the principal of certain revenue notes here-
tofore issued by the System to pay co.sts of acquisition and construction
of said Project. The Notes and the interest thereon shall be payable
from any moneys of the System that may be lawfully applied to the
payment thereof, including revenues derived from said Project and
the proceeds of revenue bonds or refunding notes of the System issued
in connection with such Project.

Further information, including an Official Statement containing
pertinent information relating to the issuance, sale and security of the
Notes and the bid form, may be obtained from the undersigned at P. O.
Box DGS, Richland, Washington 99352, and from Blyth Eastman Dillon
& Co. Incorporated 14 Wall Street. New York, New York 10005, and

( 1200 Washington Building, Seattle, Washington 98111.

WAsmTGToN Pt:suc Powtn SurPLY
Systru

By J. J. SrrIN
LNAGING DmECTon

Sr.criox 17. Prcliminary O//icial Statement. A preliminary ofli.
cial statement pertaining to the Notes,in substantially the form thereof
presented at the meeting at which this Resolution is adopted. (proof
dated April 9,1974) is hereby authorized to be distributed to prospec-
tive purchasers of and investors in the Notes. Prior to such distribution,
the Managing Director of the System is hereby authorized to make
such correction of any statement of fact or law or other modification
to the preliminary official statement as may be recommended by legal
counsel.

I

l
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Szeriox 18. Severability. If any one or more of the provisions
of this Resolution shall be declared by any court of competent jurisdic--

tion to be contrary to law, then such provision (s) shall be deemed
separable from, and shall in no way affect the validity of, any of the
other provisions of this Resolution or of the Notes.

SecTrox 19. Efective Date of Resolution. This Resolution shall''

be in effect from and after its passage in accordance with law.

ADonnu by the Board of Directors of Washington Public Power
Supply System this 10th day of May,1974.

,

s/ IIoWARD Pany
PacsmaxT

ArrzsT: : "; .", ' . - >

s/- E. Vicron Rnoons 3
SccasTAny /

Approved as to form:

s/ RICHARD Q. QUIo!.EY
CouxszL
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$50,000,000,| WASHINGTON Punuc POWEn SUPPLY SYSTEM
I A Municipal Corporation and a Joint Operating Agency of the State of Washingtonp Generating Facilities Revenue Bonds, Series of 1975 A
I Dated: June 15,1975 Due: June 1, as shown below

Principal and wmi-annual interest Hune i and December t. tommencmg December I,1975) pa>able ai
E Seattic. Washington, and . . ., .. - .. New York. New York. Coupon bonds in the denommahon of 55.000 |

.. ..

2 registrable as to prmeipal only and fully registered bonds in the denomination of $5.000 or an) muluple4 thereof and interchangeable. T he 1975 A Honds will not be redeemable poor to matunty

interest exempt,in the opinion of Bond Counsel, from federaluncome taxation
under existing laws and regulations.

h The 1975 A Bonds are being issued to finance a portion of the cost to the Supply System of the acquisition
Aar and construction of certain nuclear generating Projects, to retire certain revenue notes previously issued by the

Supply System for the purpose of financing preliminary work in connection with the Projects and to financea
A prehminary work in connection with the development of additional electric generating facilities.

The Supply System has entered into Option and Services Agreements with . . . . . . . statutory
,

preference customers of the llonnesille Power Administration (the " Option Participants") which agreements,,

E grant to each Option Participant an option to purchase a share of the capability of the Projects. Se h shares"

equal,in the aggregate, the entire capability of the Projects. The Option and Senices Agreements provide that |*E the Supply System shall use its best ciforts to iwue and sell resenue bonds to provide for the payment of thef3 principal of md interest on lhe 1975 A Ilonds. Il the Supply System is unable to issue and sell such revenue Ibonds,cac plion Participant shall pay its respectne share of each prmeipal and interest installment onE.23
the 1975 A Bonds due on and after December 1,1977, less any other moneys of the Supply System that may |{ ]) be available to pay such ina.tallment. prior to the due date of such installment. Interest on the 1975 A flonds
will be capitalized to June 1,1977. Such payments shall be made whether or not the Projects or any of them.e c

31 or any interests of the Supply System therein are constructed, acquired or terminated. Each Option and Ser. ices5" Agreement provides t'.at the obligation of the Opuun Parucipant to make such payments is not subject tot

reduction for any reason and is not conditioned upon the performance of the Supply System or any other Optiong
F Participant under the Option and Senices Agreements.2

f] AMOUNTS, MATURI'IIES, COUPONS AND YIELDS
Amount Due Coupon Yield

a $18,345,000 1978 ee e:

{ 12,085.000 1979
12,870,000 19Mo

SI 13,700,000 1981

(Plus Accrued Interest)

I2l

f'J
1 D

1

The 1975 A Honds are offered when. as and if issued aral receised by us and are subject to the approval of legahty by
Wood Dawson Imve & Sabatine, New York, New York, ihmd Counsel to the Supply System, and Ifoughton Guck Coughlm
& Riley, Seattle, Washington. Special Counsel to the Supply S> stem. It is expected that the Bonds in defimtsve form mill be
ready for delivery on or about June 25,1975.
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He beformation contained in this Official Statement has been obtained from the Supply System and
I other acerces deemed reliabic. No representation or warranty is made, howeser, as to the accuracy or

completeness of such information, and nothing contained herein is, or shall be, relied upon as a promise
or representation of the Underwriters. This Otli(ial Statement, which includes the cover page and
exhibits, does not constitute an offer to sell the 1975 A Bonds in any state to any person to whom it is
unlawful to make such offer in such state. No dealer, salesman or other person has been authorized to
give any leformation or to make any representations, other than those contained in this Official State.
mert in connection with the offering of the 1975 A Bonds, and if given or made, such leformation or
representation most not be relied upon.
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SUMMARY STATEMENT )

(Subject in All Respects to More Complete information Contained in This Oficial Statement)

no Supply Sysesan

De Supply System, organized in 1957, is a municipal corporation and a joint operating agency of
the State of Washington. Its members are 18 operating public utility districts and the Cities of Richland,
Seattle and Tacoma, all located in the State of Washington. The Supply System has the authority, among
other things, to acquire, construct and operate plants, works and facilities for the generation and trans-
mission of electric power and energy.

In addition to a hydroelectric project, the Supply System presently owns and operates the Hanford
Project, a steam electric generating plant operated in conjunction with the United States Energy Resources
Development Agency's (formerly the Atomic Energy Commission's) New Production Reactor on the
Agench Hanford Reservation, near Richland, Washington. This steam plant has a name plate rating
of 860,000 kilowatts, has been in operation since 1966 and is currently one of the two largest producers
of nuclear generated electricity in the United States. The Supply System is currently undertaking, in
addition to the Projects, the development of three other nuclear generating plants, Nuclear Projects
Nos. I,2 and 3. The first two will be located on the Hanford Reservation near Nuclear Project No. 4 and
are 1,250,000 and 1,100,(XX) Lilowatt plants scheduled to be in operation by 1978 and 1980, respectively.
De third one is a 1.240,00() Lilowatt plant to be located in Grays Harbor County, Washington. This I

project is to be jointly owned by the Supply System (70% ) and four investor owned utilities (30% ) and
is scheduled to be in operation by 1981.

The members of the power industry in the Pacific Northwest have planned through the desclopment
of the Hydro Thermal Power Program the coordination of planning for future e!ectric resources in the }
Pacific Northwest. The nuc! car c!cctric ger. crating plants, including the Projects, which will be con-
structed and operated by the Supply System are an integral and major part of the planned electric generat- i

ing power capacity for the region under the Hydro Thermal Power Progr::m.

Puryoes of Issue

The purpose of the $50,00(1,000 Generating Facilities Revenue lionds Series of 1975 A, is to pay a
portion of the cost to the Supply System of constructing and acquiring the Projects (i.e., its Nuclear
Projects Nos. 4 and 5 and the Puget Sound Power & l.ight Company's Skagit Nuclear Power Projcet Unit
No. I and Skagit Nuclear Power Project Unit No. 2), to retire the $17,500.000 principal amount Wash-
ington Public Power Supply System Generating Facilities Revenue Notes, Series 1974 and 1974 A, and
to pay the costs not to exceed $5,000,000, to the Supply System of preliminary work in connection with
the development of additional electric generating facilities.

f

Security-Option Participants, Option and Services Agreements, Sources of Payments and Rate Cosenants

The Option Participants

An option to purchase the Projects' entire capability has been granted by the Supply System to k
Option Participants, consisting of municipalities, districts and electric

.

| cooperatives located principally in Washington. Oregon, Id: ho and Montana, cach of which is a statu-
,

tory preference customer of Ilonneville. The Option Participants' shares of the capability of the Projects

| range from approximately . G to %. An aggregate of approximately . % of such capa-
bility is shared by Option Participants each of which has a share of less than .%. See

,

Exhibit I.
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\ Option and Services Agreements

Each of the Option Participants has entered into an Option and Sersices Agreement with the Supply
System. Pursuant to these agreements, the Supply System is obligated, among other things, to arrange
for the financing and construction of the Projects and to use its best efforts to take the steps necessary
to sell refunding bonds to retire the 1975 A Bonds. In the event the Supply System is unable to sell
such refunding bonds, each Option Participant is obligated to pay to the Supply System its Final Option
Share of the amounts necessary to retire the 1975 A Ilonds whether or not the Projects or any of them or
any interests of the Supply System therein are constructed, acquired or terminated. Each Option and
Services Agreement provides that the obligation of each Option Participant to make such payments is not
subject to reduction for any reason and is not conditioned upon the performance of the Supply System
or any other Option Participant under the Option and Seruces Agreements.

. Source of Payments and Rate Covenant

No Option Participant will be required to make payments to the Supply System except from
revenues derived from the ownership and operation of its electric utility properties. Each Option
Participant has covenanted that it will establish, maintain and collect rates or charges for power and
energy and other services furnished through its c!cctrie utility properties which shall be adequate to
provide revenues suflicient to make the required payments to the Supply System. |

The Projects

Nuclear Project No. 4 will be solely owned by the Supply System and will consist of a 1,250
megawatt nuc! car electric generating plant to be constructed as a " twin" to Nuclear Project No. I on
the llanford Reservation and is currently scheduled to begin commercial operation in March.1982.

(
Nuc! car Project No. 5 will be at Icast 707c owned by the Supply System with any interest not so

owned to be taken by Pacific Power & Light Company, Portland General Electric Company, Puget
Sound Power & Light Company and the Washington Water Power Company. This Project will consist
of a 1,240 megawatt nuclear electric generating plant to be constructed as a " twin" to Nuclear Project
No. 3 at Satsop in Grays Harbor County, Washington, and is currently scheduled to begin commercial
operation in March,1983. I

Skagit Nuclear Power Project Unit No. I and Unit No. 2 will be constructed by the Puget Soum!
Power A Light Company. The Supply System may own up to 15% of cath unit. These projects wdl
consist of " twin" 1.28X megawatt nutlear electric generating plants to be hicated m Skagit County.
Washington, and are currently scheduled for commercial operation in l'chruary,1983, anJ February.
1985, respectively.

Project Status

Applications to the Washington State Thermal Power Plant Site Evaluation Council for state certifica-
tion of the sites for each of the Projects have been made and review by the Council is currently being
conducted. Applications for construction permits from the Nucicar Regulatory Commission have been
submitted for cach of the Projects. The current desclopment schedules for the Projects anticipate the

. receipt of state certification and construction permits for each of the Projects by October 1975 for Nuclear
Project No. 4, by March 1976 for Nuclear Project No. 5, and by the summer of 1976 for the Skagit
Nuclear Power Project Unit No. I and Unit No. 2.

(
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OFFICIAL STATEMENT )

OF

WASHINGTON PUBLIc POWER SUPPLY SYSTEM
A Municipal Corporation and a Joint Operating Agency of the State of Washington

relating to W

$50,000,000
Generating Facilities Revenue Honds, Series of 1975 A |

June ,1975

The purpose of this Ollicial Statement, which includes the cover page hereof and the exhibits hereto,
is to set forth information corcerning the Washington Public Power Supply System (the " Supply Sys-
tem"), the Projects, as more fully described herein under "The Projects", and its $50,000.000 Generating |
Facilities Revenue Bonds, Series of 1975 A (the "1975 A Bonds"), in connection with the sale by the
Supply System of the 1975 A Bonds and for the information of all who may become holders of such
1975 A Bonds. The 1975 A Bonds are to be issued pursuant to the Revised Code of Washington, Chapter |
43.52, as amended (the "Act") and Resolution No. (the " Resolution") adopted June ,1975, )

- by the Supply System's lloard of Directors. The 1975 A Bonds and any of the $50,000,000 of additional
parity honds which may be hereafter issued pursuant to the Resolution for the purposes described below
are herein called collectively the " Bonds"

PURPOSE OF TIIE BONDS

The purpose of the Bonds is to pay a portion of the cost to the Supply System of the acquisition and
construction of the Projects, to retire the Washington Public Power Supply System Generating Facihties
Revenue Notes. Series 1974 and 1974 A, previously issued by the Supply System in the respective prin-
cipal amounts of $2,500,000 and $15,000.000 for the purpose, among other things, of financing pre-
liminary work in connection with the Projects, and to pay not to exceed 55,000,000 of the cost to the
Supply System of preliminary work in connection with the development of an additional electric generating
facility or facilities and associated facilities. The estimated application of the proceeds from the sale of
the 1975 A Bonds to pay such costs is set forth herein under "The Projects-Initial Financing Program".

THE SUPPLY SYSTEM

The Supply System, a municipal corporation and a joint operating agency of the State of Washington,
was organized in January,1957, pursuant to the Act, its membership is made up of 18 operating public
utility districts and the Cities of Richland, Seattle and Tacoma, all located in the State of Washington.
The Supply System has the authority, among other things, to acquire, construct and operate plants, works

I
,

and facilities for the generation and transmission of electric power and energy, as well as make surveys,'

b \
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( plans, investigations or studies for generating electric energy, and for systems and facilitics for the genera-
tion thereof. Tbc Supply System has the power of eminent domain, but it is specifically precluded from
the condemnation of any plants, works or facilities owned and operated by any city, public utility district
or privately-owned electric utility.

The Supply System has its principal office in Richland, Washington. The management and control
of the Supply System is vested in a Board of Directors (the " Board") composed of representatives of each
of the members. Regular meetings of the Board are held quarterly.

The Executive Committee of the Board administers the business of the Supply System between
regular meetings of the Board. The Executive Committee holds regular meetings twice cach month and
special meetings as often as the business of the Supply System may require.

Members of the Supply System and their respective representatives on the Board are as follows:

"

Public Utility District No. I of Benton County John Goldsbury
.. . .... .. .

Public Utility District No. I of Chelan County . . Kirby Billingsley.. . ..

Public Utility District No. I of Clallam County Alvin E. Fletcher. ..

. . .. .. Ed Fischer*Public Utility District No.1 of Clark County
Public Utility District No. I of Cowlitz County D. E. Hughes*.. ... .. .

Public Utility District No. I of Douglas County Howard Prey. . . ..

Public Utility District No. I of Ferry Co mty Clair R. Hilderbrandt.. . .

Public Utility District No. I of Franklin County Glenn C. Walkley*. .

Public Utility District No. 2 of Grant County . . .. .. John L Toevs

( Public Utility District No. I of Grays llarbor County John J. Welch'. .. .

Public Utility District No. I of Kittitas County Harold W. Jenkins. .... . .

Public Utility District No. I of Klickitat County Gerald C. Fenton. .

Arnold J. JamesPublic Utility District No.1 of Lewis County . .. . .

Public Utility District No. 3 of Mason County Edwin W. Taylor.. ...

Quentin MizerPublic Utility District No. 2 of Pacific County . . . . . . ...

. .. . .. .. Lane BrayCity of Richland
City of Seattle Gordon Vickery*. . ... .. . .

Public Utility District No. I of Skamania County Rolf E. Jemtegaard

Public Utility District No. I of Snohomish County W. G. Hulbert, Jr*. .

A. J. Benedetti*City of Tacoma .. . .. . . ... .

Public Utility District No. I of Wahkiakum County Francis Longo.. . .

* Executive Committee Member

The Supply System presently employs approximately 340 persors, including a highly qualified
technical staff whose combined experience in the nuclear field totals over 1500 man-years and whose
training includes disciplines in ciectrical, mechanical, civil and nuclear engineering. Through the opera-
tion of the Hanford Project described below the Supply System staff has accumulated substantial experi-
ence in the operation of a large steam electric generating facility.

The Supply Systeam's Generating Projects'

{
The Supply System owns and operates an 860,000 kilowatt electric generating plant and associated

facilities (the "Hanford Project'') located on the llanford Reservation of the United States Energy

7
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Research Development Administration ("ERDA"), one of the successor agencies to the Atomic Energy | )
Commission (the "AEC"). The Hanford Project was constructed in accordance with agreements between
the Supply System, the United States of America, Department of the Interior, acting by and through the
Bonneville Power Administrator ("Bonneville"), and the AEC. The Hanford Project is currently one of
the two largest producers of electricity generated from nuclear energy in the United States. Steam is
provided for the llanford Project from the New Production Reactor owned and operated by FRDA. h
In 1962, the Supply System issued $l22,000,000 Hanford Project I.lectric Revenue llonds (the.

"Hanford Project Bonds"), of which -$M).000,000 were outstanding as of March 31, 1975. The
Supply System also owns and operates the Packwood Lake Hydroelectric Project with a nameplate rating
of 27,500 kVa. In 1962 and 1965, the Supply System sold $10,500,000 and $3,200,000 Packwood Lake
Hydroelectric Project Revenue Bonds, of which $13,001,000 were outstanding as of March 31,1975.

The Supply System has 'under construction a 1,100,000 kilowatt nuclear generating plant, known as
the Washington Public Power Supply System Nuclear Project No. 2 and has issued an aggregate of-

$480,000,000 principal amount of revenue bonds in order to pay a portion of the costs of acquiring and
constructing this project. This project is under construction on the llanford Reservation of ERDA and is
presently scheduled to begin commercial operati$n in June,1978.

The Supply System has begun preliminary work on a I,250,000 kilowatt nuclear electric generating
plant known as the Washington Public Power Supply System Nuclear Project No.1. In June 1974 the
Supply System issued $77,000,000 principal amount of revenue notes in order to pay a portion of the
cost of such preliminary work. This plant will be constructed on the llanford Reservation of ERDA at a
site near Nuclear Project No. 2 and is presently scheduled to begin commercial operation in 1980.

The Supply System has also begun preliminary work on a 1,240,000 kilowatt nuclear plant at a
site near Satsop, in Grays Harbor County, Washington, to be known as Washington Public Power Supply
System Nuclear Project No. 3, which will be 70% owned by the Supply System and 30% owned by
four investor owned utilities, and it has financed its ownership share of preliminary work in connection )~
with such plant with the proceeds of a $29,000,000 revenue note issue. Commercial operation is presently
scheduled for 1981.

,

SECURITY FOR THE BONDS.

The principal of and interest on the Bonds are payable from (i) the proceeds of revenue bon'sd
or refunding notes hereafter issued in Eonnection with the Projects or any other electric generating facility
or facilities, the plan and system for which is developed with the proceeds of sale of the Bonds, (ii)
payments to be made to the Supply System pursuant to the Option and Services Agreements described
hereinafter, (iii) payments to the Supply System under contracts for the sale of power and energy, including
capability, to be derived from the Projects and (iv) the proceeds of the Bonds. Interest on the Bonds
will be capitalized to June 1,1977.

The Supply System has entered into Option and Services Agreements with the statutory preference
customers of Bonneville listed in Exhibit I (the " Option Participants"). Pursuant to the Option and
Services Agreements, the Supply System has granted to each of the Option Participants an option to pur-s

chase a share of the capability of the Projects. Such shares equal. in the aggregate, the entire capability |
of the Projects. The Option and Services Agreements provide that the Supply System shall use its best
efforts to issue and sell revenue bonds to provide for the payment of the principal of, premium, if any,
and interest on the Bonds; but that if the Supply System is unabic to iwue and sell such revenue bonds,
each Option Participant shall pay its respe.:tive share of each principal and interest installment on the
Bonds due on and after December I,1977, less any other moneys which may be available to pay such
installment, prior to the duc date of such installment, whether or not the Projects or any of them or any

, interests of the Supply System therein are constructed, acquired or terminated. Each Option and Services
,'

Agreement provides that the obligation of each Option Participant to make such payments is not subject !

to reduction for any reason and is not conditioned upon the performance of the Supply System or any
other Option Participant under the Option and Services Agreements. I

I
~
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=f- Source of Papm nts and Hare Canenant

No Option Participant will be required to make paymems to the Supply System except from
revenues derived from the ownership and operation of its electric utility properties. Each Option j

Participant has covenanted that it will establish, maintain and collect rates or charges for power and
'

ienergy and other services furnished through its electric utility properties which shall be adequate to
proside revenues sutlicient to make the required payments to the Supply System.

THE PROJECTS

The Projects will consist of the Supply System's Nuclear Project No. 4 (" Nuclear Project No. 4"),
the Supply System's ownership interest in its Nuclear Project No. 5 (" Nuclear Project No. 5") and
any ownership interest the Supply System may acquire in Puget Sound Power & Light Company's Skagit
Nuclear Power Project Unit No.1 ("Skapit Project No.1") and Unit No. 2 ("Skagit Project No. 2"))
The capability of the Supply System's ownership interest in the Projects is expected to be about 2,5(H) MW
of plant capability and may not exceed 2Jdx) MW, The Projects are to be constructed and operated as
part of the continued cooperative efTort of the utilities in the Pacific Northwest to construct power plants
to racet loads in the Pacilie Northwest on a coordinated hasis. This cooperative effort is popularly referred
to as Phase 2 of the flydro Thermal Power Program )

The Supply System has taken the steps required to date to conform with the Washington State I
Environmental Policy Act of 1971 regarding the Projects, including review and consideration of environ-
mental impact statements for Nuclear Projects No. 4 and No. 5.

Nuclear Project No. 4

Nuclear Project No. 4 comprises a pressurized-water nuclear electric generating plant having an
installed nameplate rating of approximately 1,250 MW and associated facilities required to deliver the|

g
plant output to the high voltage transmission system of the Federal Columbia River Power System in the
vicinity of the plant. The Supply System will have sole ownership of Nuclear Project No. 4. The Project
will be kicated within the llanford Reservation in Henton County, Washington, adjacent to the Supply |
System's Nuclear Project No. I and about 12 miles north of the City of Richland, Washington.

Applications have been filed with the Washington State Thermal Power Plant Site Evaluation ,

Council ("TPPSEC") for a single site approsal for the two adjacent plants and with the United States
Nuclear Regulatory Commission ("NRC") for a permit to construct the two plants.

The Supply System has entered into contracts for delivery of certain items of equipment that require
extensive lead time. The major contracts are for (i) the nuclear steam supply system from Habcock and
Wil ox Company, including the initial core loading of nuclear fuel; (ii) the turbine-generator from
Westinghouse Electric Corporation; (iii) the steel liner containment vessel from Pittsburgh Des Moines
Steel Company; (iv) plant elevators from U.S. Elevator Corporation; and (v) reinforcing steel bars
for substructure from Gilmore Steel Corporation. These contracts provide for the acquisition of equip-
ment and services with an estimated total value of $115,000.000

The Supply System has employed United Engineers and Constructors as Architect-Engineer and
Construction Manager, R. W. Heck and Associates as Consulting Engineer and the S. M. Stoller Cor-
poration as Nuclear Fuel Consultant for Nuclear Project No. 4. g

Under its current schedule, the Supply System anticipates (i) receipt of the construction permit from
the NRC by October 1975; (ii) fuel loading in the fall of 1981; and (iii) commercial operation in
March 1982. The " milestone" completion date (see " Power Supply in the Pacific Northwest and The
Hydro Thermal Power Program") is April 1984.

Noeleer Project No. 5

Nuclear Project No. 5 comprises a pressurized-water nuclear electric generating plant having anj

( installed nameplate rating of approsimately 1,240 MW and associated facilities required to deliver the

~ 9
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plant output to the high voltage transmission system of the Federal Columbia River Power System in ;
'

the vicinity of the plant. The Project will be located adjacent to the Supply System's Nuclear Project
No. 3 in Grays Harbor County, about 3 miles south of Satsop, Washington, and about 17 miles east of k
Aberdeen, Washington.

The Supply System will have an ownership interest in Nuclear Project No. 5 of at least seventy
percent (70%) and may have up to one hundre i percent (100% ). Any ownership interest in Nuclear g

Project No. 5 not taken by the Supply System will be taken by one or more or the major power companies
in the Pacific Northwest. As required by the Nuclear Project No. 3 Ownership Agreement, the Supply
System has offered ownership interests to Pacific Power & Light Company (10%) ("PP&L"), Portland
General Electric Company (10%) ("PGE"), Puget Sound Power & Light Company (5%) ("Puget")
and The Washingte Water Power Company (5%) ("WWP"). PP&L has stated its intention to accept
its ownership interest and Puget has declined its ownership interest in Nuclear Project No. 5. PGE and
WWP have not yet determined whether they will accept their ownership interests in said project.

Applications have been filed with TPPSEC for a single site approval for the two adjacent plants and
with the NRC for a permit to construct the two plants.

The Supply System has entered into contracts for the delivery of certain items of equipment that
require extensive lead time. The major contracts are for (i) the nuclear steam supply system, including fuel
fabrication for the initial core loading of nuclear fuel, from Combustion Engineering Corporation; (ii) the
turbine. generator from Westinghouse Electric Corporation; and (iii) the surface condenser and associated
equipment from Ingersoll-Rand Company. These contracts provide for the acquisition of equipment and
services with an estimated total value of $145,000,000.

The Supply System has employed EllASCO Services, Inc., as Architect-Engineer and Construction
Manager, R. W. Beck and Associates as Consulting Engineer and the S. M. Stoller Corporation as Nuc! car
Fuct Consultant for Nuclear Project No. 5.

IUnder the current schedule, the Supply System anticipates (i) receipt of the NRC construction permit
in March 1976;-(ii) fuel loading in the fall of 1982; and (iii) commercial operation in March 1983. The
" milestone" completion date is March 1984.

Skagit Projects

Puget has undertaken two nuclear electric generating plants and associated facilities,'each having
an installed nameplate rating of approximately 1,288 MW and known as Skagit Project No. I and Skagit
Project No. 2. The Supply System may have an ownership interest of up to fifteen percent (15% ) of
each unit.

The Skagit Project is to be located in Skagit County about 5 miles cast of the City of Sedro Woolicy,
Washington, and about 12 miles northeast of the City of Mount Vernon. Washington.

Applications have been filed with TPPSEC for a single site approval for the two units and with
the NRC for a permit to construct the two units. Puget has employed Bechtel Engineering Corporation

,

as Architect Engineer for these Projects.

f Underits current schedule. Puget anticipates (i n receipt of a construction permit from the NRC by the |
summer of 1976;(ii) fuel loading in the spring of 1982;and (iii) commercial operation in July 1982. The
" milestone" completion date of Skagit Project No. I is February 19S3 and Skagit Project No. 2 is
February 1985.

Initial Financing Progr:mi

The Supply System has financed the investigations with respect to Nuc! car Project No. 4 and,

I Nuclear Project No. 5 to date from proceeds of the issuance of $17,500.000 total principal amount of

| Washington Public Power Supply System Generating Facilitics Resenue Notes, Series 1974 and 1974A
(collectively, the "1974 Notes"). Additional funds are required to permit the Supply System to make 1

!
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|

; further investigations and studies and to proside payments with respect to fuel purchase and progress pay-
monts on equipment ordered in mlvance of the time that site certifications by the State of Washington and
construction permits by the NRC are obtained and permanent financing through issuance of long-terml
onds is initiated.

Accordingly, the Supply System has entered into the Option and Services Agreements which provide
the security for the Honds. The 1975 A Bonds will provide the funds necessary to retire the 1974 Notes
and to provide further funds to permit the Supply System to maintain the present construction schedule
of the Projects. Present estimates indicate that the 1975 A Bond proceeds will linance Supply System's
expected expenditures at least through January 1976 and possibly longer depending on actual expenditure
rates as compared to budgeted rates.

The estimated application of pniceeds from the sale of the 1974 Notes and the 1975 A Bond is as |
follows:

Applicalion of Proceeds from the 1974 Notes and the 1975 A Bonds g
1974 1975 A

Notes Itonds 'I ntal

Construction Costs:

The Projects s l 5.5 S6J H)0 *s25.314.(M10 540.9(H U H)0

Additional Generating 1:aedities 398,000 2.059,000 2.459.000'

Total Construction Costs s l 5.984J100 527.373.000 543.359.000

Bond Dr. count and l'inancing Costs (I) i19,000 900.000 , 1.019.000
l

interest during Construction (2) 2.387.000 6.500.000 8.X S7.000

Retirement of the 1974 Notes (17.500.000) 17.500.000 6

( G row Requirements 5 990.000 552.273.000 553.263 J H H)

1. css: Insestment income (3) 900.000 2.273JH10 3.263.000

Net Requirements 5 0 550j ul0JH K) 550.000.000,

I_ _ . i ,

(1)-Aetual costs of issuing the 1974 Notes and the estimated costs of iwuing the 1975 A Honds.
1

(2)-Interest on the 1974 Notes and the estimated interest on the 1975 A Honds accruing to June I,1977
at an annual interest rate of 6.59.

(3)-Estimated interest income from insestment of the proceeds of the 1974 Notes and the 1975 A
flonds.

The Resolution authori/es the iwoance of a total of $100.000.000 of Honds. The Supply System I
may iwuc the remaining anniunt of this authori/ation il necessary to meet its commitments ondertaken {
in connection with Ihe Projects 1

The long-term agreements called the Participants' Agreements, expected to be executed with the
Option Participants pursuant to the terms of the Option and Sersiees Agreements, will provide the detailed
arrangements between the Supply System and each participant in connection with the financing, con-
struction and operation of the Projects After Participants' Agreements providing for purchase and sale 1
of 100% of the cenabihty of the Projeels are esecuted, the Supply System proposes to iwoe bonds to
provide, among other things, funds for the payment of principal of and interest due on the Ilonds after
June I, '977. The Supply System has agreed in the Option and Senices Agreements to use its best
ciforts to iwue and sell such bonds prior to December I,1976.

THE OPTION PARTICIPAN1S

The Option and Services Agreements have been signed by Option Participants of which
j are municipahties, are districts and are elecoie cooperatives. Pursuant to the k

||
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Option and Services Agreements the municipalitics have options to purchaw . % of the Projects' ,

capability, the districts have options to purchase .% of the Projects' capability and the cooperatives the {
remaining . . %.

The Option Participants, all of which are statutory preference customers of Bonneville, currently
obtain all or part of their power supply and other services from Bonneville. Total revenues of the Option
Participants during the year 1974 exceeded $. . or more than . times the estimated max-.

imum Fayment that the Option Participants would have to make in any one year pursuant'to the Option
and Sercices Agreements in the event that the Projects would have to be terminated.

Of the 10911onneville preference customers, . have signed the Option and Services Agreement. \

Exhibit I attached hereto lists each Option Participant and indicates the Projects' capability which
it has an option to purchase together with statistics for 1974.

A summary of F.xhibit i is shown in the following tabulation. {

Public Agencies
1974 .Waeistics

Five Public Asencies with - . _ - - - - - . 11 mat Option

, largest Final option Shares Cuneoeners Revenues _ Share

PUD No. I of Snohomish Co., Wash. . .. 108,706 $ 30,182,759

City of Seattic, Wash. 260,781 65,432,443
. . . .

. . 86,752 38,740,939City of Tacoma, Wash.
59,687 16,327,521PUD No. I of Clark Co., Wash. . . .

PUD No. I of Cowlitz Co., Wash. 30,440 10,929.841
. ,

. .... . 546,366 $161,613,503 )Total
Other Public Agencies (l) . ..

Total Public Agencies . $

Cooperatises
1974 Statistics

Five Cooperative Utmein with _ . _ _ _ _ _ Final Option

_lars"'.fladPP_alon Shar_es Custoeners ,ltevenues _, S_ hare _

Umatilla Electric Cooperative Assn. . 5,257 $ 2,502,411

Inland Power & Light Company 13,748 4,107,121
.

Consumers Power Inc. 10,075 3,244,864
.

Central Elcetric Cooperative Inc. 6,033 1.640,229

Lower Valley Power & Light, Inc. 7,198 2,028,840
.

Sub Total 42,311 $ 13,523,505*

Other Cooperatives (2) $_.

Total Cooperatives $, _ _
,

| Total Option Participants $. . . . .

_ _ _ - - ---

(|} . . public agencies. k

l (2) . cooperatives. g

in the event of default of any Option Participant which is either a public agency or cooperative, the
option share, of the other Option Participants which are public agencies or cooperatives, respectiscly, I

!will be increased by up to 254. (See "Esent of Default" under " Option and Services Agreements.")

12
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POWER SUPPLY IN TIIE PACIFIC NORTilWEST AND
'-

THE IlYD110 THER3fAL POWER PROGRAM

The power supply facilitics in the Pacific Northwest have been operated with a high degree of
cooperation for many years. De Northwest Power Pool, a voluntary organization of public, prisate and
federal power suppliers, was established in 1942 to coordinate power operations in the Pacific Northwest
and is still functioning on an efTective basis.

As the compicxities of power supply increased, other groups were formed. De Pacific Northwest

Utilities Conference Committee. consisting of essentially all power interests in the Pacific Northwest, was |
formed in the late 1940's to extend the cooperation established in the Northwest Power Pool into other
areas, including the advanced planning of power resources. De Public Power Council representing over
100 publicly owned utilities and cooperatives, was formed in the late 1960's to furtlier the coordmation
of the public power groups in their efforts to improve power supply in the region. The Joint Power
Planning Council (an ad hoc group of 104 publicly owned utilities and cooperatives, four major privately
owned utilitics and llonnesille) was established in the late 1960% to proside for further cooperation h
throughout the entire electrical utility industry.

Until the late 1960% the major part of power supply in th; Pacific Northwest was from hydro c!cctric
resources of the area. Most of the hydro electric resources remaining to be developed by the late 1960's
were essentially peak resources with limited base load energy availabic. Base load thermal power projects
were required to supply the region's increasing energy needs.

In October 1968 the Joint Power Planning Council announced accord on a Ten Year Ilydro
Thermal Power Program (now referred to as Phase 1 of t.% llydro nermal Power Program) to con-
struct the hydro and thermal generation required through 1982 to meet the Pacific Northwest Region's

k
power requirements and to guide the region in its transition from an all-hydro electrie power base to a
mixed base of hydro and thermal generating resources. The large thermal generating plants included in
Phase I of the flydro Thermal Power Program are tabulated t.elow.

Rated Afi.. stonePlant Principal Capacity OperationNo. Sponwr Pro}ect Location T3pe (%t4) Datet ti

i Pacific Power & Light Co.
and The Washington Water
Power Company . Centralia Centralia, Wa. Coal-fired 1,400 (2)

2 Portland General Electric
Company . . . Trojan St. liciens, Or. Nuclear 1,130 Dec. 1975

3 Pacific Power & Light Ca. Jim Bridger Rock Springs, Wy. Coal-fired 500 June 1976
No. 2

Jim Bridger Rock Springs, Wy. Coal-fired 500 July 1977
No. 3

4 Washington Public Power WPPSS
Supply System No.2 lianford, Wa. Nuclear 1,100 Oct. 1979.. .

5 Portland General Electric Pebble Springs
Company No. I Arlington, Or. Nucicar 1,260 July 1982.. .

6 Washington Public Power WPPSS
Supply System . . No. I llanford, Wa. Nuclear 1.250 Oct. 1982.

7 ' Washington Public Power WPPSS
Supply System . . . No. 3 Satsop, Wa. Nuclear 1,240 Sept. 1982

(1) See discussion under Power Requirements and Resources.

( (2) Currently in operation at reduced capacity.

13
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Early in the 1970's it became obvious that Phase I of the flydro Thermal Power Program would j
have to be rupplemented with additional power resources if the needs of the Pacific Northwest were to
be supplied. The cooperation that had been developed under Phase I of the Hydro Thermal Power
Program was continued and additional generating projects were identified. All members of the power
industry in the Pacific Northwest-public, private and Federal-as well as Bonneville's airect service
industrial customers continued their efforts to develop plans to provide power resources best designed to
achieve reliable power supply to meet power requirements of the Pacific Northwest. His cooperative
planning and scheduling has been identified as Phase 2 of the Hydro ucrmal Power Program.

The present schedule of thermal generating plants identified under Phase 2 of the Hydro Thermal
Power Program is shown below:

Itated M6tessone

Pdecipal Capacity Operatine
%essor Project tecs_ tion, Tne (MM DeedtL

Montana Power Company . Colstrip No. I Colstrip Montana Coal. fired 165(2) Sept.19'.5
Montana Power Company . Colstrip No. 2 Colstrip, Montana Coal-fired 165(2) Nov.1976
Montana Power Company . Colstrip No. 3 Colstrip, Montana Coal. fired 490(2) Aug.1979
Pacific Power & Light Co. Jim Bridger Rock Springs, Wy. Coal-fired 333(2) Sept.1979

Project No. 4
Portland General Electric

Company . . . . . . . . . . . . Carty Coal No. I Boardman, Or. Coal. fired 500 July 1980
Montana Power Company . Colstrip No. 4 Colstrip, Montana Coal. fired 490(2) Aug.1980
Puget Sound Power & Light

Company . . . . . . . . . . . . Skagit No. I Sedro Woolley, Wa. Nuclear 1,288 Feb. 1983
Washington Public Power

Supply System . . . . . . . . WPPSS No. 4 Hanford, Wa. Nuclear I,250 April 1984
Washington Public Power

Supply System . . . . . . . . WPPSS No. 5 Satsop, Wa. Nuclear I,240 Mar. 1984 )
Puget Sound Power & Light

Company . . . . . . . . . Skagit No. 2 Sedro Woolley, Wa. Nuclear 1,288 Feb. 1985
Portland General Electric Pebble Springs

Company . . . . . . . . . . . . No. 2 Arlington, Or. NucIcar 1.260 July 1985

(1) See discussions under Power Requirements and Resources.
(2) Capability of unit available for use in West Group area of the Pacific Northwest. |

The specific contractual role of each of the major segments of the utility industry has changed in
part from Phase I of the flydro Hermal Power Program. Under Phase i Bonneville has undertaken to
provide for additional supply of power to the public agencies and industrial loads by acquiring the output
of certain publicly owned generating facilities under the " net billing" concept. Under Phase 2 of the
Hydro Hermal Power Program the public agencies have undertaken to directly supply their own increas-
ing needs after June 1983 through the planning of additional large scale generating projects. Bonneville's
role will be to continue to provide hydro peaking capacity and to provide transmission and other services.
Bonneville also expects to act as an agent for certain preference customers in the planning. acquisition
and operation of the additional large scale generating projects. Thus the coordination of efforts of Phase
I of the Hydro Hermal Power Wogram is being maintained so that the original objectives of the Joint
Power Planning Council will be carried out, that is, the Program will. g

1. Best preserve the environment and natural beauties of the Pacific Northwest.

2. Make efficient and economic use of the Federal Columbia River Power System.

3. Obtain the economics of scale from large thermal generating plants.

4. Meld the output from large thermal generating plants with that from existing hydro
generating units and the peaking generation imits which will be installed at existing dams, to

Iachieve the most economic and reliable power supply to meet the power requirements of the Pacific

Northwest.
14
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k Pcser Requirements and Rewurces i

leng-range planning of reworces in the Pacific Northwest is based on annual forecasts of loads and
resources for the area prepared by the Pacific Northwest Utilities Conference Committee. The most
recent forecast (17 hruary 1,1975) was made by the Committee for the years 1975-1976 through 1985-c

1986 (West Group Forecast). Unlike previous forecasts which were prepared using plant sponsors'
construction schedules, this most recent forecast was prepared using the " Milestone" concept for deter-
mining the dates on which new thermal generating plants could reasonably be expected to be in continuous
operation. The " Milestone" concept establkhes standard desclopmer'u schedules for each type of thermal
plant and identifies, as milestones, certain major events in the development and construction of the plants.
These standard " Milestone" plant development schedules are applied to each proposed thermal plant for
the purpose of providing a consistent basis for planning the addition of therrnal resources. Each plant
sponsor will continue to maintain his own construction schedule, which may not be the same as the
Milestone schedule used for area resource planning.

An analysis of the most recent forecast, dated February 1,1975, of the area's loads and resources
is shown in the following table:

Loads and Resources (I)
Northwest Power Pool West Group (2)

Year Fatimated Percent

Endina Fatimated Nesources surplus Surplus

June 30 Requirements (3) (4) (4)

PEAK CAPABit_ TTY-KILOWATTS (000)

I976. . 22,49 | 22,487 (4) (0.02).

1977. 23,722 23,720 (2) (0.01 ).

1978. 25,220 26,098 878 3.48
f

1979. 26,683 28,107 1,424 5.34
.

1980. 28,139 30.083 1,944 6.91
..

1981. . . 29,515 30,466 951 3.22
30,950 30,668 (282) (0.91 )1982. . ...

1983. 32,418 34,170 1,752 5.40
. .

1984 33,907 35,111 1.204 3.55

1985. 35,483 37,272 1,789 5.04

1986. 37,154 39,489 2,335 6.28 i,

.

ENI RGY CAPAHis IrY-AVI RAGE KILOWATTS (000)(5)

1976. 14,625 13,846 (779) (5.33 )
.

1977. 15,418 14,630 (788) (5.11 ) <

1978.. I6.396 14.977 (I,419) (8.65 ) {.

1979. I7,370 15,136 (2,234) (12.86) j.

1980. 18,196 16.121 (2.075) (11.40).

1981. 19,002 17,068 (1,934) (10.18)
1982.. 19,879 17,423 (2,456) (12.35). .

1983. 20,728 19,830 (898) (4.33 ).

1984 21,623 20,543 (80) (0.37).

1985. 22,581 23.226 645 2.86

1986. 23,559 24,736 1,177 5.00 |. . .

(1) Resources forecast under Pacific Northwest Utilities Conference Committec Guidelines. |

(2) Area served by utility members of the Joint Power Planning Council. i

(3) After deducting reserves under Pacific Northwest Utilities Conference Committec Guidchnes. j,

{
(4) Parentheses denote negative values.

;

'

(5) Computed under Pacific Northwest Utilitics Conference Committee Guidelines.

15 i
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He PahNe Powee Council )

%e Public Power Council coordinates the efforts of i10 public agencies and cooperatives in the
Pacific Northwest in the planning of future power supplies. nrough its Executive Board it has developed

. the overall planning schedules for the Projects. It is coordinating the elforts of the Honneville preference
customers in the development of power supply and other contracts between these customers and Bonne-
ville, in the finalization of the Participant ( Agreements with the Supply System and Bonnesille and in
the development of surplus energy sales contracts between the Supply System, the Bonnesille direct
service industrial customers and Bonneville.

BONNEVILLE POWER ADMINISTRATION

Bonneville, a bureau of the U.S. Department of the Interior, was established by the Bonneville
Project Act of August 20.1937, to build transmission facilities and to market power from Federal hydro-
electric projects in the Pacific Northwest. Such projects now number 27 with an installed capacity of
10,995,900 kilowatts. These projects, authorized new projects and additions at existing projects will
have, when completed, an installed capacity of approximately 28.032,600 kilowatts. Bonnevdle's
transmission facilities include over 12,100 miles of i15 kV to 500 kV ac and 800 kV de transmission
lines. These transmission facilities together with the hydroelectric projects mentioned above comprise
the Federal Columbia Riser Power System ( the " Federal System").

iBonneville markets power to 153 customers, including 10 statutory preference customers in the
Pacific Northwest (public bodies and cooperatives which have preference and priority upon power from
the Federal System pursuant to the Honneville Project Act, as amended) under the terms of various
power sales contracts. Each of the Option Participants is a preference customer and is a party to at |

least one such power sales contract. }
More than 80 percent of the 500 kV and 230 kV backbone transmission system in the Pacific

Northwest is owned by Bonneville as a result of its role in constructing transmission facilities as part
of the Federal System. Bonneville in addition to Federal power transmits over the Federal System the
major portion of the power from 11 nonfederal projects to various prisate and public utilities in the
Pacific Northwest.

The Federal System has interconnections with other regions in the United States and Canada. Three
high voltage transmission line interconnections (two 500 kV ac, one 800 kV de) of the Pacific North-
west-Pacific Southwest Intertie have been completed and are now in operation. Two 500 kV ac lines
interconnect the Federal System with British Columbia, Canada, and several 230 kV ac lines interconnect
the castern portion of the system with utilities in adjacent Canadian provinces and the Mountain States.
These interconnections provide, in addition to mutual support in the event of a breakdown or emergency,
the means to carry capacity and energy which is surplus to the Pacific Northwest needs to these areas,
and conversely to carry surplus capacity and energy from these areas into the Pacific Northwest.

On October 19, 1974, the President signed into law the Federal Columbia River Transmission
System Act (Peb. L No. 93-454) which established a new method for financing Bonneville's construc-
tion and operating program. Under the Transmission Act, Bonneville is authorized to pay its cost of
operating and maintaining the Federal System from its revenues and pay the cost of construction of addi-
tional facilities from its revenues and revenue tmnd proceeds. Bonneville is authorized to sell up to 1.25
billion douars of revenue bonds to the Treasury of the United States to finance the construction of
additions to its transmission system. The Transmission Act reinforces Bonneville's original mission
and authori/cs Bonneville to (i) construct additions to the transmission system within the Pacific North-
west, (ii) integrate and transmit the electric power from existing or additional federal or nonfederal
generating units, (iii) provide service to Bonneville's customers, (iv) proside interregional facilities,
and (v) maintain the electrical stability and electrical reliability of the Federal System. The Act also '
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-[ reaffirms Bonnevitic's obligation to charge rates for electric power and trammission of electric power
^ ' which will recover the " cost of producing and trammitting such ciectrie power."

Adesional Power Supply

in addition to the Federal hydroelectric projects, Bonneville has acquired additional power supplies
to enable it to continue to meet its customers' requirements. Bonnevitic has executed agreements to
obtain power from the llanford Project operated by the Supply Systen md will obtain through agreements g
with its preference cmtomers and the Supply System the capability o the Supply System's ownership
shares of Nuclear Projects No. I, No. 2, and No. 3. Through similar agreements with the City of Eugene.
Oregon, and 13 other preference customers, Bonneville will obtain Eugene's 30% share of the Trojan {
NucIcar Project capabihty.

Relationship of Bonneville, the Option Participants and the Supply Syseem

Bonneville has determined that the electric generating resources of the Federal System will be
insufficient for it to meet the load growth requirements of its preference customers for electric energy
after July 1,1983. After that date llonneville will be obligated to make a,ailable to each customer a
fixed allocation of clectric energy from the Federal System. Each preference agency must acquirc from
sources, such as the Projects, the amounts of energy it will need to meet its load growth in excess of
its allocation.

In accordance with the objectives of Phase 2 of the flydro Thermal Power Program, Bonneville,
using the facilities of the Federal System, expects to provide those services to the Option Participants
which will assist them in the integration of the output of the Projects with other power supplied from
the Federal System. Bonneville, the Supply System, the Public Power Council, the Option Participants,
Bonneville industrial customers and the other utilities of the region are currently negotiating sescral k

f agreements involving Phase 2 of the flydro Thermal Power Program. Under these agreements, Bonne-i

ville would continue to market and transmit Federal System power to preference customers and other
entities as well as provide bulk transmission for nonfederal generating projects, peaking capacity, reserves,
load factorirg and other services to assist in meeting the region's day-to-day power demands. Five
separate agreements under negotiation particularly involve the Option Participants, the Supply System.

Bonneville Bonneville's industrial customers and the Projects. g

. new 20 year sales contract is being prepared for execution by Bonneville and the preference
customers which will specify the amount of energy available for sale to each preference customer after
July 1,1983. These power contracts are being drafted to allow these customers flexibility in their use
of Bonneville power so that new nonfederal sources of power, such as the Projects, will be more casily
used in these customers' systems.

The Supply System, the Public Power Council. Ilonneville and Bonneville's industrial customers
are also negotiating a power sales agreement under which projected energy surpluses from the Projects
between September 1982 and July 1989 will be purchased by such industrial customers. These agree-
ments are being negotiated concurrently with new 20 year power sales contracts between Bonneville
and its industrial customers which contract will take into account the purchase of power from the Projects.)

Bonneville, the Public Power Council and the preference cmtomers are also negotiating agreements
which will provide these customers other services such as transmission, reserves and load factoring
from the Federal System in conjunction with the Projects. Two forms of agreements are contemplated.

In accordance with the National Environmental Policy Act of 1969. Bonneville prepared and
circulated a Draft Environmental Impact Statement. dated April I,1975. entitled "BPA Participation in
Regional Interutility Cooperat.on", Currently, llonnesille is receiving comments on the Draft Environ-
mental Impect Statement from allinterested parties and contemplates bling a hnal linvironmental Impact

( Statement after July I.1975.
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-On April 17,1975, a lawsuit was filed in the United States District Court for the District of Oregon, g ~
by the Natural Remurces Defense Council. Inc.; The Sierra Club,. Inc., et af, against Donald P, Hodel, in I~}
his'omcial capacity as Administrator of the Bonneville Power Administration; and Rogers C. B. Morton

-in his ollicia(capacity as Secretary of the Interior of the United States Department of the Interior
(Civil Actior rde No. 75-344). This action, among other things, alleges that the Draft Environmental

II) to enter a declaratory judg-
. Impact Statement is " grossly inadequate'' and requests the court
ment declaring unlawful and void any action taken pursuant to Phase 2 of the H)dro Thermal Power. Pro-

between Bonneville and its industrial customers,
. gram, including the execution of contemplated contracts
the construction of transmission facilities which are a part of Phase 2 of such Program and authorizations.
or requests _ or installation of additional generating capacity for federal hydro-electric facilities andf
(2) to grant such preliminary and permanent injunctive relief as is required to enjoin and restrain the

' defendants, their agents, employees a'nd all persons acting in concert and participation with them from
undertaking any action pursuant to Phase 2 of said Program or in implementation thereof-unless and_-
until they have prepared, publicly circulated, filed and considered a final and adequate environmental

.

impact statement thereon or (3) in the alternatise to an injunction, to enter an order. in the nature of
a mandamus directing the defendants to perform _their non-discretionary duty to prepare, publicly circu-
late, nie and consider a final and adequate environmental impact stat'ement prior to taking action pur-
suant to Phase 2 of uid Program. \ .

Amither lawsuit has been nled in the same court (Port of Astoria, Oregon, and Concerned Citizens
.of Clatsap County v. Hodel) seeking to compel Bonneville to prepare, publicly circulate, file and con-
sider a final and adequate environmental impact statement upon the proposed arrangements and agree-
ments between Bonneville and its industrial customers insofar as they pertain to Phase 2 of the Hydro

,

Thermal Power Program.

No date has been set for trial of the issues raised in these lawsuits. Bonneville has assured the Supply
System that it intends to defend Bimncville's interests atfected by said litigation in a timely and vigorous

)- manner and will duly comply with any judgments ultimately rendered.

in the opinion of Bond Counsel and Special Counsel to the Supply System, neither the Supply System
nor the Option Participants are required to file any environmental' impact statements under the National

n
'

Environmental Policy Act of 1969. It is also their opinion that no judgment or order entered in said
lawsuits granting any relief prayed for would invalidate the Option and Services Agreements or the Bands.

Discussion of comments by Federal Council on Environmental Quality re Bonneville |[To come: ]Draft Environmental impact Statement]

s

18

:
f

!

, , , , , , .- , , - - - - , - - . - - - , - -- - - - - - - - - - -



, ,

3596)-Washington Public-0 S. S.91- I dow n Proof of May 12,1975

i Tile OPTION ANI) SEIO ICES AGRLEMENTS

A summary of hertain provisions of the Option and Services Agreements follows. The agreement
is entitled " Washington Public Power Supply System Nuclear Projects Nos. 4 and 5 and Skagit Project-

- Agreement for Option to I:nter Participants' Agreement Reservation of Project Capability and Per-
formance of Services". The full text of the form of agreements may be obtained from the Supply System. |

The capitalization of any word or words which is not conventionally capitalized (e.g., Projects,
Option Participants) indicates that such words are defined in the Option and Services Agreements.

Ters

Each Option and Services Agreement became effective upon execution and delivery of such agree-
ments by the Supply System and Option Participants whose Option Participants' Preliminary Option
Shares include the total capability of the Projects. Each agreement terminates on the date that the Bonds
are paid, or provision is made for their payment as provided in the Resolution; provided that the rights
of an Option Participant to enter into a Participanti Agreement may be terminated by the Supply System
upon the failure of the Option Participant to enter into a Participants' Agreement.

Option Granted

The Supply System grants to each Option Participant the option to execute the Participants' Agree-
ment (in substantially the same form as the form of Participants' Agreement attached as Exhibit A to
each Option and Services Agreement). The Supply System reserves for each Option Participant its
Option Participant's Final Option Share of Project Capability of the Projects. A schedule listing the
names of the Option Participants and their respective Option Participants' Final Option Shares of Project
Capability is attached hereto as Exhibit I.

( The Supply System is obligated to proceed with diligence to complete signatory copies of the Par-
ticipants' Agreement for execution by the Option Participants and the Supply System. Such signatory
copies must set forth in Exhibit A to be attached thereto as the Participant's Preliminary Share of each
Option Participant, an amount equal to 'bc Option Participant's Final Optian Share multipised by 1.2.

No later than August I,1976, the Supply System will deliver, or cause to be delivered, to each
Option Participant, (i) signatory copics of the Participants' Agreement, and (ii) a notice affording
Option Participant the option to execute and deliver the Participants' Agreement within 90 days after
delivery of the notice.

Any Project may be terminated as described hereafter, and in such esent each Option Participant
shall retain its Option Participant's Final Option SSare as to Projects which have not been terminated.

The form of Participants' Agreement anticipates execution by Bonneville as well as the Supply
System and each Option Participant; however, the parties to the Option and Services Agreements
recognize that Bonneville may determine to render transmission, scheduling, load factoring, reserves,
exchange and other services referred to in the ParticipantV Agreemem, pursuant to separate agreement (s)
and that in such event the Participants' Agreement shall be modified accordingly, for execution by the
Supply System and each Option Participant only.

The Supply System is obligated to use its best efforts to enter into Power Sales Agreements for the
sale of Surplus Energy (i.e., electric power and energy generated by the Projects which is in excess of
the total power and energy requirements of the Option Participants) for the period ending June 30,1989.
Power Sales Agreemcnts are defined as agreements for the sale and purchase of power and energy, in-
cluding capability, from the Projects which may be entered into by the Supply System and any purchasers
thereof other than parties entering into a Participants' Agreement.

The Supply System is prohibited from proceeding with any arrangements to include in the Projects
the acquisition or construction of any ownership interest in any nuclear generating unit if such interest
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' will result in a maximum emticipated peak generating capabdity of the Projects available to the Supply )

System cf more than 2,400 MW.

Services med Actions of the Supply System

The Supply System is obligated to use its best efforts to perform, or cause to be performed, the
following services and take the following actions, in connection with the above mentioned option:

1. Arrange for the ownership, financing, acquisition and construction of the Projects and render
such other services and take such further actions provided for in the Participants' Agreement as the
Supply System may deem feasible, within the limits of the monics made available for such purposes
under the Option and Scrvices Agreement, all with the objective of placing the Projects into continuous
operation on the respective dates as follows:

a-

March 1982 jNuclear Project No. 4 . .... .. . . .. . .. ..

.. . . . . . July 1982Skagit Project, Unit i
March 1983Nuclear Project No. 5 ... . . . .. . . . ..

Skagit Project, Unit 2 July 1984
. . . .. ..

2. Make advance payments to ERDA for rights or services relating to nuclear fuel and payments
to other persons for reservation of rights to acquire personal or real property of any nature in connection
with any of the Projects.

3. After execution and delivery of Participants' Agreements as provided above, the Supply System
shall proceed with the orderly financing of the Projects and shall use its best ciforts to issue and sell
bond o later than December I,1976, to provide, among other things, for the payment of the principal
of an i terest and premium,if any, on the Bonds.- }

4 Perforut preliminary work in connection with the development of future ciectric generating
and associated facilities,in addition to the Projects, to serve the prospective power needs of the Option
Participants, including, but not limited to, planning, siting environmental, financial, and economic
surveys and studies and acquisition of options to acquire real_ estate and rights to acquire fuel; provided
that the Supply System shall not expend more than $5,000,000'of Bond p.oceeds for such purposes.

The Supply System is not obligated to expend monies in connection with the Option and Services
Agreements in excess of those made available to it from the proceeds of the Bonds.-

Development Bonds
4

The Supply System is obligated to use its best etTort, to issue and sell Development Honds (the
Bonds) in an amount suflicient to enable it to perfoim ~al the terms of the Option and Services Agree--

ments; provided, that in no event shall such Bonds c*.eed the principal sum of $100 000,000.

Payments by Option Participants

In the event that the Supply Sprem issues and sells llonds and is unable to issue and sell bonds
ursuant to the Participants' Agreement, each Option Participant is obhgated to pay to the Supply k,

ptem its Option Participant's Irinal Option Share of the principal of and interest and premium,
if any, which become due on December I,1977, and on cach June I and Deecmher I thereafter, on
all of the Bonds then outstanding. Such payments shall be made by .m Option Participant until all
of its Option Participant's trinal Option Share of the principal of and interest and premium, if any,
on the llonds has been fully paid or provision is made for the payment or retirement of the Bonds
as provided in the Resolution, whichever is earlier. On or before December I,1976, and each December

I
1 thereafter, the Supply System shall prepare and deliver to each Option Participant a billing statement
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i showing the amount to be paid by it for the folkming 3 ear. Each Option Participant shall make each
payment to the Supply System as provided in the billing statement, or any amended billing statement
prepared to carry out its obligations in the event of default, as described below, which payments shall
not be subject to any reduction, whether by offset or otherwise, for any reason whatsoever, or be
conditioned upon the pctrormance or nonperformance by the Supply System or any Option Participant
under this or any other agreement or instrument, or the failure of any party to enter into the Participants'
Agreement or any of the related agreements (i) with llonnevific, relating to certain services to be
performed by Bonreville, (ii) with certain Pacific Northwest industries relating to the purchase of
surplus energy from the Pmjects, and (iii) with Pacific Northwest investor-owned utilities relating to the
purchase of power and energy Imm the Projects and/or to the joint ownership of Nuclear Project No. 5,
the Skagit Project, or imth, the remedies of Option Participants being hmitco to specific performance,
mandamus or other appropriate remedy, exclusive of refusal to make full payment when due. The
obligation of cach Option Participant to make payments provided for in the Option and Services Agree-
ments shall continue in clicci notwithstanding the execution and delivery by it of a Participants' Agreement.

.>

Source of Payanents and Hate Cosenants

v No Option Participant will be required to make any payments under the Option and Services Agree-
ments except from revenues derived from the ownership and operation of its electric utility properties

Each Option Participant covenants that it will establish, rnaintain and collect rates or charg:s for
i power and energy and other srrvices, facilities and comraodities sold, fumished or supplied by it through

any of its cIcctric utility properties which shall be adequate to provide revenues sufficient to enable it
to make the payments to he ma le by it to the Supply System pursuant to its Option and Services Agree-
ment and to pay all other chargo and obligations payable from or constituting a charge and tien upon
such revenues.

Event of Default.

Upon default on the part of any Option Participant which is in the class of (i) a nonproht or
cooperative corporation or (ii) a municipal corporation, the Option Partiupant's Fmal Option Share for
Option Participants in the same class shall be automatically increased for the remaining term of the Option
and Services Agreemcot pro rata with that of other such nondefaulting Option Participants to the extent
that one or more such defaulting Option Participant fails or refuses for any reason to perform its ohhga-
tions under its Option and Services Agreement, and the Option Participant's Final Option Share of such
defaulting Option Participant shall be reduced correspt ndingly; provided, that the sum of such incicases
for the Option Participant shall not exceed, without its consent, an accumulated maximum of 25G of the
Option Participant's Final option Share.

Terminellon of the Projects

A Project, or unit thereof, shall terminate and the Supply System shall cause it to be salvaged, dis-
# continued, decommissioned, and disposed of or sold if the Supply System determines that it is unable to

construct, or proceed as owner of, such Project or unit due to licensing or other causes which are beyond
its control. After such termination the Supply System shall undertake the decommissioning of such Pmject
and may pay the costs of such decommissioning from Bond proceeds,

in the event that a request is delivered to the Supply System by Option Participants entitled to 807c
or more of the Option Participants' Final Option Shares, that the Supply System reduce or defer expendi-
tures on, or terminate any Project, or until thereof, the Supply System shall comply with such requests.

Weiter of Rights Under Statutes and Prior Agreements

The execution of an Option and Services Agreement by a member of the Supply System constitutes a
( waiver of any preference right that such member may hase under Revised Code of Washington, Section
,
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43,52.380 and such member further agrees that the Option and Services Agreement supersedes its right to y

capability or output under its Washington Public Power Supply System Generating Facilities Revenue
Notes. Series 1974, Agreement and its Washington Public Power Supply System Generating Facilities
Revenue Notes, Series 1974 A. Agreement, which agreements scente the Sl7.500.0(X) principal amount
of revenue notes issued by the Supply System pursuant to Resolutions Nos. 682 and 713 of the Supply
System's Board of Directors,

AppIlcebility of Other Instruments

The Option and Services Agreements are subject to the terms and provisions of the Resolution and all
certificates, licenses, permits and other governmental approvals, regulations and standards applicable to

the Projects.

MedlScattom of Agreeinent

The Option and Services Agreements are not subject to terminatmn by any party under any circum-
stances, whether based upon the default of any party to such agreement, or any other instrument, or upon
any other basis, except as specifically provided in such agreements.

The Option and Services Agreements shall not be amended, modified or otherwise changed by agree-
ment of the parties in any manner that will impair or adversely affect the sceurity afforded by the provisions
of such agreements for the payment of the principal of and interest and premium, if any, on the Bonds as
they respectively become payable so long as any of the lionds are outstanding and unpaid or funds are
not set aside for the payment and retirement thereof in accordance with the Resolution.

Exhibits
I'lle IIxhihits listed below are an integral part of the Option and Sersices Agreements.

Exhibit A-Participants' Agreement (draft dated March 21,1975);

Exhibit B-Option Participants and Option Participants' Shares,

Exhibit C-Project Descriptions,

PARIICIPANTS' AGREIOfI:NT |

The ParticipantC Agreement provides for the purchase and sale of participants' shares of the capability
of the projects, as such projects are finally defined pursuant to the terms of the Option and Services Agree-
ments; and it provides for payments by each such puuhasing entity of the costs of such projects as set forth
in detail therein. Other sections of the Participants' Agreement relate to the term of the agreement, the
obligation of the Supply System concerning the financing, design, construction, operation and maintenance
of such projects, provisions relating to delivery of the power, accounting proecdures, fuel, scheduling, insur-
ance, termination of the projects, project committecs, project consultant and obligations in the event of
default. The Participants' Agreement also authorizes expenditures of not to exceed $50,000,000 of the
proceeds of the bonds to be issued pursuant to the terms of the Participants' Agreement for pteliminary
work in connection with the development of additional electric generating plants, and associated facilities,

,
to serve the prospective needs of the parties esecuting the Participants' Agreement and grants cach par-

| ticipant a right to acquire a share of t!'e capability of any such plants. 't he participants are obligated to
pay the Supply Sptem the amounts necessary to retire any 11onds outstandmg if the Bonds are not paid
or provision is not made for their payment by the sale of bonds by the Supply System secured by the
Participants' Agreements. IIxcept as to the obligation to pay the principal of, and interest and premium,

| if any, on the 11onds, as to each Participant, the Participants' Agreement supersedes the Option and
1

Services Agreement.'
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. i,
Tile RESOt,UTION

The following is a summary of certain provisions of the Resolution and is not to be considered as
a full statement thereof. His summary is qu Tied by reference to and is subject to the Resolution,
copics of which are asailable upon request ' he offices of either the Supply System, in Richland,
Washington, or Blyth Eastman Ddlon & Co. Incorporated, in Seattle, Washington, or in New York,
New York,

Une of the Proceeds

The Resolution creates an issue of $100.000,000 of revenue bonds of the Supply System designated
" Generating Facilities Revenue lionds" (the " Bonds"), which Bonds may be inued from time to time for

the purpose of paying a part of the cost to the Supply System of acquiring and constructing the Projects, |
retiring the 1974 Notegml paying not to exceed $5,0(HWOO of the cost to the Supply System of pre-
liminary work in connection with the desclopment of an additional electric generating facility or facilities,
and awoeiated facihlies, and authori/es the iwuance of the 1975 A lionds.

Description of the 1975 A Bonds

The 1975 A Bonds will he coupon innds in denominations of 55,000 registrable as to principal
only and fully registered form in the denomination of $5,000 or any multiple thereof. Coupon 1975 A
Bonds and fully registered bonds are interchangeable at the principal ottice of .. . .

The 1975 A Ilonds will be dated June 15.1975, and will mature in the years and amounts, hear interest
and he payable at the places shown on the cover page hereof. The 1975 A flonds will not he redeemable
prior to maturity

[
Subsequent Series of Bonds

The Supply System may iwuc additional series of Bonds upon compliance with the following prin-
cipal conditions:

(1) No default exists in the payment of the principal of or interest on any Bond.

(2) The Option and Senices Agreements are in full force and effect and have not been
amended in any manner adversely aficcting the Supply System or the holders of the Bonds.

(3) No such Bond shall mature or be subject to mandatory redemption prior to June 1,1978.

Sources frons which Bonds Payable

ne principal of and interest on the Bonds are payable from (i) the proceeds of revenue bonds or
refunding notes hereafter issued in connection with the Projects or any other electric generating facility
or facilities, the plan and system for which is developed with the proceeds of sale of the Bonds, (ii) pay-
ments to be made to the Supply System pursuant to the Option and Services Agreements, (iii) payments
to the Supply System under contracts for the sale of power and energy. including capability, to be derived
from the Projects and (iv) the proceeds of the Bonds. Interest on the Bonds will be capitalized to
June 1,1977.

Crestlos of Funds and Accounts

The Resolution creates two special funds of the Supply System: one, known as the " Generating
Facilities Revenue Bond Proceeds Fund,1975" (the " Bond Proceeds Fund"), will be held in trust and
administered by the Supply System, except that the " Capitalized Interest Account" created therein sha!!
be held in trust and administered by the Principal Paying Agent, and the other, known as the " Generating !

| Facilities Resenue Bond Fund" (the " Bond Fund"), will be held in trust arid administered by the |
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Supply System. The Supply System will appoint eme of the Paying Agents for the 1975 A lionds as )
Principal Paying Agent.

Dhyestelen of the Proceeds of the Bonds

From the proceeds of the sale of the 1975 A B<mds there shall be deposited:

(I) With the Note Interest Fund Trustee appointed pursuant to floard Resolution No. 682 the
sum of $2,500,000 or such lesser amount as shall, together with the moneys and securities on deposit
in the Note Interest Fund created pursuant to said Resolution and the income from the investment
thereof, be sulficient to cause the Washington Public Power Supply System Generating Facilitics
Revenue Nutr.s, Series 1974, issued pursuant to said Resolution, to be no longer outstanding -
thereunder.

(2) With the Note Interest Fund Trmtec appointed pursuant to Board Resolution No. 713, the
sum of $15,000,000 or such lesscr amount as shall, together with the moneys and securities on deposit
in the Note Interest Fund created pursuant to said Resolution an,1 the income from the investment
thereof, be sullicient to cause the Washington Public Power Supply System Generating Facdities
Revenue Notes, Series 1974 A, issued pursuant to said Resolution, to be no longer outstanding

thereunder.

(3) With the Principal Paying Agent for credit to the Capitalized Interest Account, an amount
equal to the intere9 to accrue on the 1975A Bonds from the date thereof to June I,1977, which
amount shall be used to pay interest on the 1975A Bonds during such period.

(4) With the Supply System for credit to the Bond Proceeds Fund, the balance of such
proceeds, which will be applied to pay a part of the cost to the Supply System of acquiring and
constructing the Projects and not to exceed $5,000,000 of the cost to the Supply System of pre- )
liminary work in connection with the development of an additional electric generating facility or-

facilitics, and associated facilitics.

From the proceeds of the sale of subsequent series of Bonds, there shall be deposited:

(1) With the Principal Paying Agent for credit to the Capitalized Interest Account, an amount
equal to the accrued interest on such Bonds paid as a part of the purchase price thereof.

(2) With the Principal Paying Agent for credit to the Capitalized Intercsr Account, an amount
equal to the interest to accrue on such Bonds from the date thereof to June 1.1977, less the amount
of the accrued interest paid as a part of the purchase price thereof credited to said Account.

(3) With the Supply System for deposit m the Bond Proceeds Fund, the balance of such
proceeds, which will be applied to pay a part of the cost to the Supply System of acquiring and
constructing the Projects and not to exceed $5,000,000 of the cost to the Supply System of pre-
liminary work in cs.nnection with the development of an additional electric generating facility or
facilitics, and associated facilitics.

Moneys in the Capitaliicd Interest Account will be used solely for the purpose of paying interest on
the Bonds to June 1,1977. On or before the twenty-fifth (25th) day of the month next preceding thej

maturity of an installment of interest on the I onds, the Principal Paying Agent will transfer from the
Capitalized Interest Account to the Paying Agents an amount which, together with any moneys thereto-
fore received or held by the Paying Agents for the purpose, will be sullicient to pay at said maturity date
the installment of interest then due on the Bonds. If at any time moneys in the Capitalized Interest
Account and other available moneys are inadequate for such purpose, the Supply System will transfer
from the Bond Proceeds Fund to the Capitalized Interest Account such amount of money as is required to y

permit such transfer to the Paying Agents.
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k All moneys hcid or set aside by the Supply System in the liond Proceeds Fund will, unal invested or
applied as provided in the Resolution, he deposited by the Supply System for the account of the !!ond
Proceeds Fund in such depositary or depmitaries as the Supply System may appoint. Each such depositary
will be a state bank or trust company or nati< mal banking association authorized to do business in the
State of Washington and qualihed under the law 5 of said State to reccise deposits of public moneys, having
a capital stock and surplus in excess of ten million dollars ($10,(MKktMM)). All moneys so deposited shall
be secured to the extent and in the manner permitted by applicable state or federa! laws for the securing

of deposits of public moneys.

Investment of Moneys Ilcid in Funds

Montys hcid for the credit of the Ilond Proceeds Fund, including the Capitalized Interest Account
therein, and the liond Fund are to be insested in the following:

(i) direct obligations of, or obligations the principal of and interest on which are uncon-
ditionally guaranteed by, the United States of America;

(ii) gencial obligation bonds of any state of the United States of America rated by a nationally
recogmzed himd rating agency in either of the two highest rating categories assigned by such rating
agency,

(iii) lxmds, debentures, notes or participation certificates issued by the Bank for Cooperatives,
the Federal Intermediate Credit flank, the Federal llome Loan llank System, the Export-Import
Bank of the United States, Federal Land llanks, the Federal National Mortgage Association or any
other agency of the United States of America or any corporation wholly owned by the United States;

(iv) Pubhc flousing ilonds or Project Notes issued by Public flousing Authorities and fully

( secured as to the payment of both principal und interest by a pledge of annual contributions to be
paid by the United States of America or any agency thereof;

(v) Ilank time deposits evidenced by certificates of deposit issued by any state bank or trust
company or national banking amiciation, which is a member of the Federal Reserve System and has
capital stock and sarplus of at least $7.5(H),txNk Such time deposits will be purchased directly from
such a bank, trust company or national banking association, will mature not later than the time
when the funds invested therein are icquired for the purposes intended and will be secured at all
times in the manner provided by the laws of the State of Washington, provided, that the funds
invested in bank time deposits nsued by any one bank, trust company or national banking associa-
tion will not exceed at any one time 50% of the total of the capital stock and surplus of such bank,
trust company or natmnal banking association.

Allinterest earned by reawn of the investment of moneys in the liond Proceeds Fund, meloding the
Capitalized Interest Account therein, shall accrue to the llond Proceeds Fund. All interest earned by
.rcason of the investment of moneys in the llond Fund shall accrue to the llond Fund. In the event moneyss

that are invested are needed to meet obligations payable from such moneys for which funds are not other-
wise availabic, then the Supply System shall sell or present for redemption, or cause the Principal Paying
Agent,in the case of the Capitalized Interest Account, to sell or present for redemption, said investments
to the extent required to provide funds for such purpose.

Particular Covenants of the System

According to other provmons of the Resolution the Supply System covenants and agrees with the
purchasers and holders of the lionds as follows:

(1) The Supply System will proceed with all reasonable diligence with the construction and
k acquisition of the Projects so that the Supply System may be able to finance the cost to it of the
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# construction and acqmsition of the Projects which will not be provided for from the proceeds of sale. ')
of the Ikmds, through the issuance of additional revenue bonds or notes, and with the making of
appropriate arrangements for the sale of the power and energy, including capability, to be derived
from tl*c Projects, so that the Supply System will be able to accomplish such financing.

(2) The Supply System will not voluntarily consent to or permit any rescission of or take any '

acdon under or in connection with any of the Option and Services Agreements which will reduce
the payments provided for therein or which will in any manner impair or adversely affect the rights
of the System or of the holders of the Bonds.

(3) After entermg into suitable contracts or other arrangements for the sale of the power
and energy, including capability, to be derived from the Projects and after a construction permit
for at least one of the generating plants of the Projects has been issued by the United States Nuclear
Regulatory Commission, the Supply System will proceed with the orderly fmancing of the cost to
it of the acquisition and construction of the Projects, by the issuance and sale of its revenue bonds
or refunding notes for the purpose of providing additional funds to pay such cost, which cost shall
mclude, among other items, the payment of the prmcipal of, premium, if any, and mterest not
paid from such principal on the llonds.

If for any reasim the Supply Sprem is unable to nsue 'and sell revenue honds or refunding
notes to obtain funds to pay the principal of the lionds and the interest thereon not payable from
such principal by December 1,1976, the Supply Sprem shall give notice to the Participants pursuant
to Section 8 of each of the Option and Services Agreements and thereafter prepare and deliver to
cach Participant the hilling statements provided for therein. Such billing statements shall be pre-
pared arid delivered to the Participants at such time or times, and shall require payment by the
Participants at such time or times and in such amount or amounts, as will, together with other
available funds, provide the Supply System with funds sullicient to pay the principal of and interest
on the Bonds when due. In the alternative, if the Supply System has entered into contracts for I

the ale of power and energy, including capability, to be derived from the Projects, the Supply
System may require payments by the parties thereto at such time or times and in such amount or

f amounts, as will, together with other available funds, provide the Supply System with funds
sufhcient to pay the principal of and interest on the Bonds when due.

The Supply System shall deposit the amounts so collected mto the Bond Fund.

(4) The Bonds and the interest thereon shall be a valid claim of the holder against the Bond
Fund and the amount of the revenues and other moneys pledged to the Bond Fund under the>

Resolution and shall constitute a prior charge mer all other charges or claims whatsoever against
the Bond Fund and the amoun' of such revenues and other amounts pledged thereto under the

,

Resolution.

(5) The Supply System will duly and punctually pay or cause to be paid the principal of and
premium, if any, and interest on each and every Bond on the dates and at the places and m the
manner provided in said Honds and in the coupons thereto attached, according to the true intent
and meaning thereof, but solely from the Bond Fund and the revenues and other moneys pledged

7
under the Resolution to the Ilond Fund, the proceeds of the Ilonds and the proceeds of revenue
bonds or refunding notes of the Supply Spiem issued in connection with the Projects or any other

! electric generat!ng facility or facilitics, the plan and system for which is developed with the proceeds
of sale of the Bonds.

! Severability

if any one or more provnmns of the Resolution shall be declared by any court of competent
jurisdiction to be contrary to law, then the affected provisions shall he deemed separabic from, and shall
in no way affect the validity of, any of the other provisions of the Resolution or the 1975 A Bonds

Iissued thereunder.;

!
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t REGISTRATION OF Tile 1975 A RONDS BY STATE AUDITOR

The 1975 A Bonds will be registered by the State Auditor of the State of Washington, and a certificate
J

of such registration signed by the State Auditor or a Deputy State Auditor will be endorsed upon cach
1975 A Bond in accordance with the provisions of Section 54.24.070 of the Revised Code of Washington,
made applicable to the Supply System by the Revised Code of Washington, Section 43.52.3411. Said

,

Section 54.24.070 provides, in part, that any revenue obligations after having been so registered and
bearing such certificate, shall be held in every action, suit or proceeding in which their validity is or may
be brought into question prima facie valid and bindmg obligations in accordance with their terms.

I.lTIGATION

There is no litigation pending or, to the knowledge of the Supply System, threatened, questioning the
corporate existence of the Supply System, or the title of the otliccrs of the Supply System to their re-
spective offices, or the validity of the 1975 A lionds, or the power and authority of the Supply System
to issue the 1975 A Bonds, or the validity of the Option and Services Agreements or any other proceed-
ing tak'en, or contract entered into. by the Supply System, which is in any way related to the Projects. |

.

APPROVAL OF LEGAL PROCEEDINGS

Alllegal matters incident to the Option and Services Agreements and the authorization and issuance
of the 1975 A Bonds are subject to the approval of Messrs. Wood Dawson Love & Sabatine, liond
Counsel to the Supply System, and Messrs. Iloughton Cluck Coughlin & Riley, Special Counsel to the
Supply System. Copics of the opinions they propose to render are appended hereto as Exhibit 111.

k TAX EXEMPTION

in the opinion of the above named counsel, the interest on the 1975 A lionds is exempt from federal
income taxation under existing laws and regulations.

MISCEI.I ANiiOUS

The references, esceipts and summaries contained herein of the Option and Services Agreements
and the Resolution do not purport to be complete statements of the provisions of such documents and
reference should be made to such documents for a full and complete statement of all matters relating to
the Bonds, the basic agreements securing the llonds and the rights and obligations of the holders thereof.

The authoritations, agreements and covenants of the Supply System are set forth in the Resolution,
and neither this Official Statement nor any advertisement of the 1975 A flonds is to be construed as a
contract with the holders of the 1975 A Ilonds. Any statements made in this Ollicial Statement involving
matters of opinion or of estimates, whether or not expressly so identified are intended merely as such
and not as representations of fact.

All of the information relative to the Pacific Northwest and Bonneville have been taken from sources
deemed to hs. reliable but are not guaranteed as to completeness or accuracy.

The delivery of this Ollicial Statement has been duty authorized by the Supply System.

WAstilNo rON PUHuc POWER SUPPt.Y SYSTEM

EDWIN W. TAvt.oR

\ Secretary
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l'XillHIT I ).

OF'llON PARTICIPAN'IS' STNIIS'IICS, PREI.1%IINARY OrilON

SilARES(I) AND DEHI SERVICE OHl.IGATIONS

Option Participants'
Oblicatismst3)

Set Preliminary $50,000.000 $100.000,000
Optines I.ang. Term Operating Operutina Uprian 1975 A Development

Partklpent Cmfomers Debt Nevenues Heienuos 2 p Nharet t). _ Ronds (41Ronds

Pubhc Uhlity District No I of
flenton County, W.nhington 17,261 $ 1.241.In ni 5 1.442.712 s xot.171 5.250 $ 766.23 N % 1,532.476

Ceratal lansoln Peopici Ut hty On.
trKt I M.694 4.iM 4.d Hlo 6.70M lli 9Mi oin 2.76o 402.N22 Mo5,644

Puhhc Utility Distrist No. I of
Chelan County, W.nh ngton 19.9M7 % 4.96t JWWI 6.267. I N I 907.946\ koo 116,760 211.520

Pubhc Utihty District No 1 of &

Clallam fimnty, Washirr'on { l l, t ho 2,741.000 1.142.941 h 907.391 1 42o 207.249 8 4 ! 4.49M

Public Uo!Hy Distrwt No. I of
Clark County, Washmston 59.6M7 | | M.o S4.ne Ni 16.427.42I 2.179.o40 t o 190 1,4 M 7.23 I 2.974.462

( laidanic PeopleN Unbiy Dntois | 2.366 0 2.otA2 8 7 119.1 " klo l l M.220 236.440

Public Uhidy Distrk No I of
Cowhti County, Washington 10.440 h 9.44% 10.929.x41 e 5 to 27' i \ 9 440 1,177,76x 2.755,516

Public Utilit y Distri t No. I of
1.460 | 2.920Dougl.n County, W;nhington 7,MM 2 4.21o.212 2.154.277 110.047 .o lo

Public Ut hty District No. I of
Ferry County, Washington . 1,464 % 2.120.702 49%.x6a | 51,7t r# \ .070 10.217 20,414

Public Utility District No I of
Frar4 tin County Washington 10.x 14 1.265.325 k 1.244,946 606 se,9 3 020 440.769 g 8xt,5tn

Public Unhty Dntrict No. 2 of )
k7.517k 175,140Grant County, Washington 20.965 14.216 tNul 7.7 57.191 | 1.224.4 0 600

Public Utihty Ontrkt No. I of
Grays if arbor County, Washington 29.218 22.442.N07 9.324.494 1.174.151 4 56o 665,532 1.3.11.064

Public Ut lily District No. I of
Kittitas County, W,nhington 1.244 f .4 72.694 1 144.340 16.4 *o I .2 7a 39.407 7x.N14

Public Utility Dntrict No. I of
Klickitat County, W.nhington t . loo 5.145.144 1.818.397 g 10'.4*9 I olo 147,410 294,M20

Publ;c Untity Dntrict No. 1 of
k 3.973.611 % 744.494 2 090 305,036 610.072lewis County, Washington 16.182 1.185tMMt

Public Uhlity Distrkt No 1 of
Alamn County, W.nhington 2,717 I .12 5.M 40 4 71,7t.o 62.ox l . l ho 23.352 46.704

Public Utility Dntrkt No. 1 of
Alawm County, W.nhington 12.7ki 2.oxo t H al 1.119.187 x l 9.912 I olo 147.410 294.M20

Northern Waso e ounty Propic% |
Utdity Distrgt 2.689 26MJHnl 590.329 % 110 4n4 44n 49,621 99.246

Public lilihty Dntrict No. I of
Okanogan County, W,nhirgton 12.024 207.x06 k 1.015.971 tr g.52r, 1.420 207.249 414.4')M

Public Utility Oneriet No. 2 of
Pacifie county, W.nhmgton | 1.42 5 2,765.t n ul 2.2.10.804 196 <o6 8xo 12M.416 256.872

Public I utdy Darrict No I of
Pend Drealle Cooney. W.nhington $ 2 N90 2.071.tMnp $ 996.187g I 1: xe e. 410 59.840 \ 119.680

Public Utihty Untrict No. I of
Skamania County W,nhington g . 1.146 1.267.700 902.15 x 192.2 49 | .270{ 19.407 78.N t 4

Public Utility Dntrist No. I of
Snohomish County, W.nhington . . lux 706 xx.919.%o k to.1x2.759 s.14i4I4| 13 490 1.96 N.k 66 3.937,732

l'illamouL PeopM Utihty Dntrite | li.699 h 7.s P86.2 91 1.094.721 779.> h'8 8 .510 l l N,22() 216.440
Vera irrigatam District No.10 1.454 169.Mi9 719 M71 127.961 270 19.407 | 78. A] 4

Publie Utility Dntrict No. I of
Wahliukum County, W.nhmgeon . ! 1.596| No GNH) 466.5%7 lok 49% . I lo I M,974 3 7.94M

Public Utility Dntrict No. I vl
N,758{Whatcom County. Washington I. I o 171.5 x l 11.176 oto 4,179

s 126 6 t4 onx | sim: 5 x 97x.xs2 | 517.957.78 )Summary for Dntricts 426.127 5195.271.165 74 wh9 61.4 2n
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OP' LION PAR'1101 PAN'lS' STNIIS'lICS. PREl.lMINARY OlrlION
4

~

SilARESil) AND DElli Si{RVICE Olli.lGNilONS-Continued

Option Participants'
Ot>Iigationsch

Net Prehminary $50.0*0.000 $100.000.000
Option I.ont Term Operating Opeeating Option 1975 A Development

Parti lpent Customers Ikht ,Retenues Ret enue421 Sharet t! Bonds Bonds (4)
$

431.399 % 25.983 | .070 $ 10.217 $ 20.434Oly of liandon. Oregon k. l.791 $ o $
3ixuMit 71.561 .070 | 10.217 20.414

4so.250gCity of Islaine. Washington .... 1.116
City of Honners f erry Idaho |. 1.651k o 421.04o $7.241 .200 29.190 58.380

City of Burley. Idaho 4.oto o 911.161 2 t l .M75 .200 29.190 58.380

Oty of Canby. Oregon { 2.277 o 474.271 46.649 .540 kl.Hl3k 157,626

20.434 I199.947 | t i 1.894 i .070 10.217City of Cascade Ive. Oregon . . 605 0

Oly of Centraha. Washmrton j 6.522 o 1.204.105 40 610 .6ho 99.246 198.492

23 27 295.ta ni 645.62x \ 56.454 110 IM.974 37.948City of Chency. Washmgton
. | 549 o 155.442 10,751 .o70 10.217City of Coolce Dam. Washmgion 20.434 |

Oty of Dram. Oregon 375 o 209.372 22.610 .070 10.217 20.434
1M9.736 k997.972 % i180.135 s | 650k 94.M6xCity of Ellensburg. Washmuton . 5.015 o

Oly of Forest Grove, Orcron 4.524 o 991.767 206.449 g .740 loNJNO 216.006

Oly of fleyhm n. Idaho | 73 o 399.897 21.306 .270$ 39.407 7M.l(I 4

3.h07.246 2 .940 137.191 274.386

220.738 k
.110.929City of Idaho Falls. Idaho . 11,141 0

27.078 .I30 18.974 37.94NTown of hitCleary. W.nhmston 651 93Hui

City of Alchtmnulle. Oregon . . 5.90x| o 1.776.501 227.511 I olo 147.410 294.820

City of hliiton treewater. Oregon | 3.296 o 653.253 M7.734 % 070 20.43410.217 g
City of hionmouth. Oregon 2.021 o 3H5J)43 35.156 .200 29.190 $ 8.380

1.9xt.2nl } 137.795 .4ko% 70.056 $ 140.112City of Port Angeles. Washington . 7.121 o

Oty of Richland. Washmgton 10.101 0 2.745.968 361.302 2.03o 296.279 592.55N

City of Rupert. Idaho . 2.142 0 502.562 94,680 440 49.623 99.246 !

1.674.047 k 3.14x.094City of Seattle. Washingon . 260.7N t 212.t.27.735 65.432.441 7.164.331 11.470
I

City of Sprmgfield Oregon .. 6.791 1.2224 Hut 1.h2 M .97.1 289.717 I k20 { 265.629 531.25 x

I'own of Steilatoom. W.nhmglon | . 1.100 0 240.124 ( 61.M 20 ) .l50 1 21.M93 41.7 k 6

76.641 k 19txtp i

11.060 { 1.614.2073.228.414 |
.o20 2.919 5.M 3 hCity of Sumas. Washington 122 16.f H u n

City of Tacoma. Washington 86.752 205.53nJMio 18.740.939 10.062.007

Summary r r hlunicipals 412.78 H ( $4{o.115.985 p l 2 5]16.01x $21.126.601 33.480 $ 4.Mkh.413 $ 9.772.826o
_

Alder hlutual I isht ( ompany 106 $ o $ 18.287 $ l.913 .o lo $ 1.460 $ 2.920

Benton Hural l'lettrie Awuanon . 5.555( 5.956.501 8 1452.560 k 211.028 .690 100.706 201.u 2
.

Rig liend I lecu se Cooperaine. Inc 4.567 9.x61.97 5 % 2.121.hox { 401.21I .51o 77.354 154.70x

filathlpl ane l ietiric Cooper ain e g

291%ud(Amniation 2.004 2.190.419 944.205 226.611 \ 117.194470 f N.597

Central I.lectrie Cooperatne. Int. r. 011 k .144.2 7o 1.640 229 210.9x l IJMH1 145.950 |'
Clearmaier Ponce Company %. 5.7# 6 6.132.31o 1.459.857 k 11o.772 .310 4x.164 96.32 k

Columbia liasin Ucttric Cooperaine.
Inc. 3.241 3.452.970 1.148.023 258.659 41MI $ N..t ko 116.760

Columbia Power Cooperatisc Awn.
4#.9.tu)7 k \ 0 90 % 13.136 26.272clation 1.311 1.474.111 77.t.o M

Columbia Hural Electric Awotiation.
.670} 97.7x7 195.574

14.51's.344 {
2.695.525 9.11.041 154.xo2Inc. 1.961

3.244.864 719.508 1.400 204.330 40x.660Consumers Power. Inc. 10.075

Coos. Curry Electric Cooferalite. ine. N.510 7.089.3 h 1 2.6 50.2 h 3 J h4.x 82 .600 N7.570 175.140

Douglas Electric Cooperative. Inc. 1.702 6.549.114 1.505.415 k 311.157 .530 77.354 154.70x

East End klutual Ele 6tric Co. I.ed 342 o xh.471 18.k 12 .050 7.298 14 596 4
Elmhurst hf utual Power and 1.ight

o 1.15x.374 2x 1.6xx .600 N7.570 175.l40Company 4.785 %. . .

Fall River kural Electrie Coopera.
212.731 .670 97.787 195.574 |5.162.994 \ 1.119.759

. .. 4.581tive. Inc.
Fartners Electric Co., I.td | . .. 214 o 35.013 12.222 050 7.298 14.596

Flathead Electric Cooperative. Inc. 4.464 3.9x3.402 958.959| 101.732 .290 42.326 84.652 |
Glaciet Electric Cooperatise 4.459 \ 3.715.178 1.521.290 2161r81 .lso 26.271 52.542
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OMION PAR'llCIPANTS* STNI'IS1lCS, PREl.lMIMRY OPTION

SHARES (l) AND DENT SFRVICE ORLIGATIONS-Continued
Option Participant #

Obligations 43)

Net Prelimniar) $50,000.J00 5100.000,000

O Oe# l ang. Term Operating Operating Option 1975 A Development

Participant, Customers, Debt Rev enues Revenuev2p SharetO flonds llondf41P

k 200 5 29.190 $ $M 3ko (
liarrey Elettric Cooperative, lac. g . I.766 % 7,167.7tr) % I.122.540 5 26 .t 419

thnid River 1-lestric Cooperatne.
Oregon 2.126 I . loc.M95 726.19M 114.356 110 45.245 90.490

..

operative Awsciation. Inc. , l.731 1.777,6MM 426.760 79,759 4 050 7,29M 14.596idaho County Iight & Power Co.
31M 604 k 677.20M

k
.1202Inland Power & Iight Company 13.74M 18,177.632 4.147.121 999,9 M 7

670 97.787 195.574
Kootenas Electric Can>pcrative, Inc. g 9.2MM h 4.909,410 I,17M.oxo I n.k t 7

g
f.ane County Electris Cooperative,

Inc. 7.95 M 2.60M.141 2 296 021 147.105 800 116.760 213.52o q
, ,

IJncoln Electree Cooperative. Inc. I.661% t ,5 <o tra 5 4 5.9 5 r, s7.045 uso 7.29M I4,596
( Alontana) ,

.190 k 27.711 55.4621.incoln Electric Cooperative iWash.
angton i 1.56} 3 012.7M4 757.40s | 15.6o6

l ost River Electric Cooperatne, Inc. l.422 f .17M.215 413,471 I I M.19 4 .540 20.4 H 40.M66

lower Va!!ey Power A Iight. Inc. 7.19M 7 049.141 2 02M.M40 474,772 870 126.977 253.954 {
Siisistate Elestrie (~ooperative. Inc. 4.450 4.w 4116 f .22 5.241 Ilo 042 .710 106.944 211.oMM

Aliwnda Electrit ( ooperatne, Inc. 4 041 4.41.M90 9#,2 627 190.4 k h k WHr N 7.170 375.141)

Nespeicm Valley Flettric Canipera. g
i 1.019 1 9:1.127 299.239 26.> 30 _utok 7.29M 14396

liv;,Inc.

Northern lights. Inc. .. 6.201 7025,190 I 452.447 267.666 .510 77.354 154.70M

Ohop hlutual 1 ight Company $ . 967 0 276.7N 5 6M.765 090 13.136 26.272

Okanogan County Electric Cin pera. )
tive, Inc. l.070'( 512,4 A9 217,$M7 29.422 oso 7.29M 14,596

Orcas Power asal i eght Company 3.M 19 5.I41.950 I .15 M.140 2ta,21x .670 97.7M 7 195.574 ),

74n.515 % 49.946 .140 20.411 Jo.M r>6
P.irklansi light & Water Compar.y 2.96l o

Prairie Power Cooperative, Inc. 117 540.215 92.211 21.77) $ tem 11,l.16 26.272

*M.ho | | 16.764Raft River Rural Elcstric Coopera-
teve. Inc. 1.x61 4.171.944 l.127.454 156.360 .400

15.02M k 70296Ravalls County Elestric Cooperative.
Inc. 2.1Mo 1.23 9 6*H 679.M96 119.710 .240

Rural Elettree Company 2.044 237,441 516 M l 4 79.227 090 13.136 26.272.

Salem Electric 7.527 g 27.611 1.572,361 3 79.46M k .470 6M.597 137,194

Salmon Rner I testth Cooperatise. | 3x7.05MI 67.274 .090 83.116 26.272
Inc. l.142 I,511.710

South side llettoe l mes. Inc. 421 o IMo.605 2.4.M 12 050 7.29M 14.596

Surprne Valley Flestrification Cor,
2.N12 4.049.611 M73126 212.4M 2 240 13.569 M,11M

I4,595 | 29.190 kparation
Tanner Elettrie 744 769.709 186.104 M.97 4 ( . loo

Umatill.a 1 lectric Cooperaine Awo g
ciation . . 1.237 6.691.5 t h 2.502,411 495.057 5.450 795.42M l .590.M 96

Unity 1.ight and Power Company I,llM o 31M.042 95.110 .140 20.411 40.M66

Vigilante Electric Cooperative. Inc. l.402 3.696,109 918.101 244.495 g .300 41.7M 5 M7.? 70 ,

k I.241.751 7M6,196 116.x66 I .140 20.431 40.M66

Wawn Flestrie Cooperaine. Inc. g 2.509

Wells Rural Elestric Company I.4MI| 1.M D .220 M l4.7M4 61.204 o$o 7.29M 14,596

West Oregon Elettrie Cooperative, q

Inc. 2.771 1.M 17,M M9 690.m i l 146.611 ~' .140 2ft411 40,866

Summary for Cooperatives . 178.525 I M1.591.2M 1 54.27).2 M9 ' 10.46).297 25 000 3.64M.766 7,29I,b

Summary for all Pathdpants f ,017.440 $79M .99M.631 $1rh.441.135 $49.M64.767 120 tMM) $ l 7.514.031 $15.02M.062

will be determined at the time of the sale of the 1975 A 11ondt und will be shownt he Option Participanti 1inal Option Shar:
on the final Otfidal Statement. It is not antiupated that the Iinal Option shares will materially differ from the Preliminary

4
(I)

Option Shares.
12 6 includes depredation |
11) Annual debt wrvice based upon an awumed interest rate of 6.5'i and level debt scrute June i.1977 through June l! 19MI.

lotal amount of parity (icnsratmg i assinies Rocnne flouds whkh may be mureit by afie Oppon and Services Acreements. |)
141
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Board of Directors
WASHINGTON Pusuc Powsm Suretx Systr u

Post Office Box 968
'

Richland, Washington 99352

Gentlemen:

Summary Engineering Report
Washington Public Power Supply Sptem

WPPSS Syssem No. 6

Presented herewith is a summary of our analyses, investigations and studies with respect to the
proposal by the Washington Public Power Supply System (the " Supply System") to issue $50,000,000
of its Generating Facilities Revenue lionds. Series of 1975 A ithe "Deselopment Honds") for the purpose |
of retiring the outstanding $17,500,000 principal amount of revenue notes of the Supply System issued
pursuant to Supply System floard of Directors Resolution Nos. 682 and 7I3; paying certain initial costs
of acquiring and constructing one nuclear electric generating plant and awociated facilities of approsi-
mately 1,250,000 kilowatts to be known as the Washington Public Power Supply System Nuclear Propect
No. 4; acquiring not less than 70% of and constructing a second nuclear electric generatmg project
and associated f acilitics of appiosimately 1,240,000 kilowatts to be known as Washington Public Power
Supply System Nuclear Project No. 5; acquiring ownership iriterests (not more than 15% in each) inI

Puget Sound Power & l.ight CompanyN l.2xS,tHun kilowatt Skagit Nuclear Power Project No. I and
in that Compann 1,288.000 kilowatt Skagit Nudear Power Project tinit No. 2; and preliminary studies i

k and investigations of the construction of additional generating facilities. 't he 9siem resulting from the
foregoing program is hereinatter referred to as the "WPPSS System No. fi"

The Supply System's present financing program contemplates that the Development Bonds will be
retired from the proceeds of bonds issued to provide permanent financing for the WPPSS System No. 6.

The Supply System

The Supply System is a municipal corporation and a joint operating agency organi7ed under the
laws of the State of Washington and has 21 memtiers conusting of 18 public utility districts and 3 muni-

860,000
cipalities all located within the State of Washington. The Supply System owns and operates the
kilowatt flanford Generating Project located on the llanford Reservation of the Energy Research and
Development Administration of the Linited States I"liRDA") in llenton County, Washington, and financed k
through the issuance of $122,000.tHH1 of llanford Project Electric Revenue lionds, Series of 1963. Steam
is provided to the llanford Project from the New Production Reactor which is owned and operated by
ERDA. The Supply System also owns and operates the 27,000 kVA Packwood Lake flydroelectric

of Pack-Project located in lewis County, Washington, and financed through issuance of $13,700,000
wood Lake Hydroelectric Project Revenue Bonds, Series of 1962 and 1965.

The Supply System is constructing a 1,100jx)0 kilowatt nuclear cIcctric generating plant on the
Hanford Reservation, currently scheduled for commercial operation in June 1978 and known as Wash-
ington Public Power Supply System Nuclear Proicct No. 2 ("WPPSS Nuclear Project No. 2"). The
Supply Systen has issued $480,000,000 of Washington Public Power Supply System Nuclear Project
No. 2 Revenue Bonds, Series 1973,1974,1974A and 1975A for the purpose of financing a portion of the
costs of this construction. The Supply System has hied an application with the Nuclear Regulatory Commis-

.

sion of the United States ("NRC") for a construction permit to construct a 1,250,000 kilowatt nucicar
i electric generating plant located on the llanford Reservation currently scheduled for commescial operation
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in Septemberpfl0 and known as the Washington Public Power Supply System Nuclear Project No.1
("WPPSS Nuclear Project No. I"). The Supply System has issued $77.000.000 of Washington Public )
Power Supply System Nuclear Project No. I Resenue Notes, Series 1974, for the purpose of financing a
portion of the initial work for this project. The Supply System has lifed an application with the NRC for
a construction permit to construct a 1,240,0tX) kilowatt nuclear electric generating plant to be located
near Satsop in Grays liarbor County, Washington, currently scheduled for commercial operation m Septem-
ber 1981 and known as the Washington Public Power Supply System Nuticar Project No. 3 ("WPPSS
Nuclear Project No. 3"). The Supply System has a 70% ownership share of WPPSS Nuclear Project No.
3, the balance of the project being owned by four investor-owned utilities m the Pacific Northwest. The
Supply System has issued $29,000,000 of Washington Public Power Supply System Nuclear Project No. 3
Revenue Notes, Series 1973A. to finance tne Supply System's share of the preliminary work on WPPSS
Nuclear Project No. 3. Each of the foregoing five systems is financed and operated or will he operated
as a separate utility system.

Pr*Posal

The Supply System is proposing to acquire and construct as its sixth separate utility system WPPSS
System No. 6, with revenues and expenses kept separate from the other utility systems of the Supply
System. The Supply System has issued $17,500.000 of Generating Facilities Revenue Notes, Series 1974
and 1974A, (collectively, the "1974 Notes"), to pay the costs of preliminary work in connection with
WPPSS System No. 6. In order to provide for further financing, the Supply System has entered into
agreements (the " Option and Services Agreements"), hereinafter described. with . . preference cus-
tomers of the Bonneville Power Administration ("Bonneville"). These agreements reserve for each Option
Participant the right to purchase a portion of the capability of WPPSS System No. 6 equal to the Final
Option Share which is established for such Option Participant in its Option and Services Agreement, and
provide for the retirement of the Development Ilonds in the event that permanent financing of WP"SS
System No. 6 does not proceed on a timely basis.

Proceeds of the Development Bonds will be used to pay the cost of the continuing work and
'I

expenses incurred in connection with WPPSS System No. 6 such as (a) engir.ecting and other professional
services, (b) obtaining licenses, permits and approvals, (c) preparing detailed plans and specifications,
(d) certain prehminary costs of fuel and equipment, and (e) other costs associated therewith (all of the k
foregoing is generally rcierred to herein collectively as " Initial Work").

The Supply System has developed a form of agreement (the " Participants Agreement") which under
the terms of the Option and Services Agreements it is required to offer to enter into with the Option
Participants at such time as final participant arrangements can he made but no later than August I,1976.
It is contemplated that once Partseipanti Agreements have been entered into prmiding for purchase by g
the participants of 100% of the capability of WPPSS System No. 6, all additional financing for WPPSS
System No. 6 as well as financing of the amounts necessary to retire the Development Bonds would be

secured by the Participants' Agreements. g

neseription of WPPSS System No. 6

it is proposed that WPPSS System No. 6 will consist of a 100% ownership share of WPPSS Nuclear
Project No. 4, not less than 70% ownership share of WPPSS Nuclear Project No. 5 and not more than
15% ownership share in each of two nuclear electric generating units proposed to be con tructed by
the Puget Sound Power & Light Company ("Puget") at its Skagit Nueicar Project to be located near
Sedro Woolley in Skagit County, Washington.

WPPSS Nuclear Project No. 4 will be located on the llanford Reservation adjacent to WPPSS Nucicar
Project No.1. It will be a 1,250,000 kilowatt nuclear electric generating station complete with nuclear
steam supply system, turbine generator, cooling towers and transmission facilities necessary to connect with
the transmission facilities of Bonneville hicated in the area. Make up water for cooling purposes will be

1
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5 obtained from the Columbia River. The project will be a " twin" of WPPSS Nueicar Project No.1. The
Supply System has applied to the NRC for a single construction permit emering construction of % PPSS
Nuclear Project No. I as well as WI PSS Nmlear Project No. 4.

WPPSS Nuclear Project No. 5 is a 1.240.000 kilowatt nuclear cIcctric generating station to be located
adjacent to WPPSS Nuclear Proicct No. 3 near Satsop in Grays liarbor County, Washington, and will
consist of a nuclear steam supply system, a turbine generator unit with a nameplate rating of 1,240,000
kilowatts, cooling towers and transmission facilitics necessary to connect with the transmission facilitics
of Bonneville in the area. Plant cooling will be accomplished by the use of cooling towers with make-up
water obtained from groundwater in the area. The project will be a " twin" of WPPSS Nuclear Project
No. 3. The Supply System submitted a single application to the NRC for a construction permit for both
WPPSS Nuclear Projects No. 3 and No. 5. Under the prmisions of the Ownership Agreement for WPPSS
Nuclear Project No. 3, the private power companies that have an ownership interest in WPPSS Nuclear
Project No. 3 have the option to a(quire the same ownership interests in WPPSS Nuclear Project No. 5.
Accordingly, the Supply System has o!Tered ownership interests to Pacific Power & Light Company (10% 1.
Portland General Electric Company (10% ), The Washington Water Power Company (5% ) and Puget
(5%). Pacific Power & l.ight Company has stated its intention to accept its cliered ownership interest
and Puget has declined to acecpt its oilered ownership interest. Portland Ocneral Electric Company and
The Washington Water Power Company have not yet determined whether they will accept their o!!cred
ownership interests. Until the Ownership Agreements for WPPSS Nuclear Project No. 5 are executed, the
Supply System's exact ownership interest will not be known.

The Skagit Nuclear Power Project Umts No. I and No. 2 are both I.2M8.000 kilowatt units each g
consisting of a nuclear steam t.pply system, turbine generating unit. awociated ausiliary equipment and
facilities and transformation and transmiwinn equipment necessary to interconnect the Skagit Nuclear 3
Power Projtet with the transmiaion facihties of Ilonnesille. The estent of the Supply System'> participa-

{ tion in Skagit Nuclear Power Project Units No. I and No. 2 will depend on a number of factors including (
the extent to which the private pimer companies become owners of the WPPSS Nuclear Project No. 5.
It is the intent of the Supply System to establish the WPPSS System No. 6 in a total amount of generating
capacity equivalent to two nuclear pimer generating units but not to exceed 2.600.000 kilowatts.

Construction Program

The initial engineering and design of each of the projects in the WPPSS System No. 6 are proceedmg.
United Engineers and Constructors has been employed as Architect-Engineer and Construction Manager
for WPPSS Nuclear Projects No. I and No. 4. The current construction program for WPPSS Nuclear
Project No. 4 anticipates that certain site preparation work will begin when a limited work authori7ation
is received from the NRC, presently anticipated in the summer of 1975, and that the major construction
will begin shortly after the receipt of a construction permit from the NRC, which is presently anticipated
in October 1975. The current schedule for WPPSS Nuclear Project No. 4 anticipates initial fuelloading
in the fall of 1981 and commercial operation in March 1982. The Supply System has awarded contracts
for the acquisition of equipment md services with an estimated total value of $115,000,000 for WPPSS
Nuclear Project No. 4.

The Supply System has employed EllASCO Seniecs, Inc. as Architect-Engineer and Construction
Manager for WPPSS Nuclear Projects No. 3 and No. 5. It is anticipated that certain site preparation
work will begin shortly after the receipt of a hmited work authoritation from the NRC, currently ex-
pected in October 1975. The major construction is proposed to begin after a construction permit is
received from the NRC, expected in March 1976. The current construction schedule anticipates initial
fuel loading for WPPSS Nuclear Project No. 5 in the fall of 1982 and commercial operation in March
1983. The Supply System has awarded contracts for the acquisition of equipment and services with an

k estimated total value of $145,000,000 for WPPSS Nuclear Project No. 5.
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Puget has employed the flechtel Engineering Corporation as Architect-Engineer and Construction )
Manager for its two Skagit Nuclear Units. Application to the NRC for a construction permit was made on

The current construction schedule anticipates commercial operation of Unit No. I....... . . . . . . .

by July 1982 and Unit No. 2 by 1985.

Permits and Licenses

Prior to construction of the projects includcd in WPPSS System No. 6. the Supply System and
Puget will have to obtain site certifications from the State of Washington and construction permits from {
the NRC. Applications for these certifications and permits have been made and both the Supply System
and Puget anticipate that they will be granted after all required hearings are completed.

Initial Financing Prograsa

The Supply System has financed the investigations with respect to WPPSS Nucicar Project No 4
and WPPSS Nuclear Projcet No. 5 to date from proceeds of the 1974 Note:. Additional funds are
required to permit the Supply System to make further insestigations and studies and to provide paym;nts
with respect to fuel purchase and progress payments on equipment ordered in advance of the time that
site certification by the State of Washington and a construction permit by the NRC are obtained and

permanent finanemg is initiated. g
Accordingly, the Supply System has entered into Option and Services Ar .ments wah munici-

palities, districts, and cooperatises (the " Option Participants"). all as more fully .seribed in the Otticial
Statement to which this Summary Report is attached. These agreements pro- ,e the security for up to
$ 100.000.000 of Generating Facilities Resenue Bonds which the Supply Sy*, tem may issue. The Supply
System proposes to initially issue $50,000,000 of Development Bonds to proside the funds necessary to
retire the 1974 Notes outstanding and to prmide further funds to permit the Supply System to maintain
the present construction schedule of each of the projects included in WPPSS System No. 6. Funds are j
included in this bond issue to pay interest on the Desclopment Bonds to June 1.1977. Present estimates
indicate that the initial $50,000,000 will finance the Supply System's espected expenditures at least
through Januany 1976 and possibly longer depending on actual expenditure rates as compared to
budgeted rates.f

The estimated application of proceeds from the sale of the 1974 Notes an I the Development Bonds,
is as follows: ;

Application of Proceeds from the 1974 Notes and the Deselopment lionds

1974 Development
% tes llamelv l'utal

Construction Cmts: <

't he Projects $ 15.586,t H N) s25,314.000 $40,900.(WH)

398.txx) 2.059,000 2,459.0!)0Additional Generatmg Facilities
,

%27.373,000 543.359,000Total Construction Cmts $ 15.984.(H M)

Bond Discount and Financing Cmts(I) I 19,0t N1 900.000 1.019,000

Interest during Construction (2) 2.3 87.(H M) 6.500.000 S 887.000

Retirement of the 1974 Notes ( 17,500.00m 17.500.000 0

Gross Requirements S 990.000 $ 52.273.000 $53.263.tHM)

Less: Insestment income (3) 900.(H H1 2.273.'H)0 3,263.000

Net Requirements 5 0 s 50.t H H).000 550,000,000

(I)-Actual emts of iwuing 1974 Notes and the estimated emts of iwumg the Deselopment !!onds.
(2) -Interest on the 1974 Notes and the estimated interest on the 1)ewlopment Bonds accruing to

June 1.1977 at an annual interest rate of 6.59. '
( 3) - ihtimated interest f rom imestment of the proceeds of it.e 1974 Noto and the Doelopment lionds. [
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i The Bond Rewfution adopted by the Supply System authorizes the issuance of a total of
$100,000,000 of bonds. The Supply System may issue the remaining amount of this authorization if
necessary to meet its commitments undertaken in' connection with WPPSS System No. 6.

-

The Supply System has agreed in the Option and Services Agreements to use its best efforts to issue
'

and sell bonds secured by the Participants Agreements prior to December I,1976. If the Supply System
is unable to sell such bonds, the Option and Services Agreements provide that each Option Participant
will pay its Final Option Share of the interest, principal and premium,if any, on the Development Bonds
becoming due after June I,1977. In such an event, the Option Participants' total payments will be as
follows, assuming a 6.5% interest rate on the Deselopment Bonds:

Option Participants' Payments

Development Bonds (1)

Assout_of De elopanent Beads

550.000.000(2)
_

$100.000.000(3)

Interest Prinapal Total Interest Principal Total
Pannent Parneemt Payrnent Payment Payment Payment

Paynwei Datey (800W4)_ (900W4) (900W4) t000W4) t000W4? (000W4)

December I,1977 $1,625 $ 0 $ 1,625 $3,250 $ 0 $ 3,250. .. ..

June 1,1978 1,625 11,345 12,970 3,250 22,690 25,940... . .

December I,1978 1,256 0 1,256 2,512 0 2,512. . ..

June I, 1979 .. 1,256 12,085 13,341 2,512 24,170 26,682.. ..

4,
December 1,1979 863 0 863 I,727 0 1,727. .

' June 1,1980 . 864 12.870 13,734 1,727 25,740 27,467... . . .

December I,1980 . 445 0 445 890 0 890..

June I,1981 445 13,700 14,145 890 27,400 28,290.. . ....

(1) Assumes interest rate of 6.5E
(2) Initialissue. Assumes no funds remaining.
(3) Maximum issue. Assumes no funds remaining.

(4) Assumes no other funds available.

Permanent Finsacing Program

into during late 1975. The NRC construction permit for WPPSS Nuclear Project No. 4 is expected {
The current Supply Sptem program anticipates that the Participants' Agicements will be entered

during late 1975. The Supply System anticipates that permanent financing to provide funds for construc-
tion of WPPSS System No. 6 will be undertaken shortly thereafter.

The Supply System proposes to issac the bonds to provide permanent financing in several series.
The proceeds from the bonds issued to provide permanent financing will provide funds to pay the
principal of and interest due after June I,1977 on the Deselopment Bonds, to pay all of the costs of
constructing WPPSS Systen No. 6 and placing it into operation, including establishing reserve funds
therefor, and to pay up to $50,000,000 of costs of preliminary work on additional generating facilities
other than those included in WPPSS System No. 6.

Based upon construction costs of the projects as estimated by the respective Architect-Engineers,
it is estimated that the total amount of permanent financing required for WPPSS System No. 6 will be

7
approximarcly $2,700,000.tWW1. {
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')
De Option Participants all of which are statutory preference customers of Bonneville currently

obtain all or part of their power supply and other services from Bonneville. They consist of utihty
dhtricts, municipalities and clectric cooperatives and the number and extent of their participation in the
WPPSS System No. 6 by types is as follows: ,

Total Final
Typse Noenhor Opelen terne

*

Districts .... .......... ..... .

Municipalities .... ....... .. . .

Codperatives . ... . . . .. ..,

TorAt. ....... . . . . .

__ _

. Public 1:lihty l*tricts. . Peoples lisility l>istricts .md . h ouation Ibseict. |*

Nort : Summary statistical information on the Option Participants is eiwn m lhhihit i of the Ollicial ,

Statement to which this report is attached.

Need for Power

The current estimates of power needs in the early 1980's together with the anticipated completion
dates of projects now under construction or planned indicate that Bonneville will not have sufficient
energy available from its system to meet all of the requirements of its preference customers beyond the
fiscal year 1982-1983. The construction of WPPSS Syst:m No. 6 will permit additional amounts
of power to be made available to the utilities which sign Participanti Agreements The current "Long-
Range Projection of Power I.oads and Resources for Thermal Planning" prepared by the Pacific Non-
west (Jtility Conference Committee and dated March 28,1975, indicates that the energy load growth of .

the Option Participants during the period July 1,1983 through June 30.1988 will require the addition !
of approximately 2,600,000 kilowatts of generating resources, slightly in escess of the amount of power
proposed to be developed by WPPSS System No. 6.

Cveelmslems

= Based on our studies and analyses of the Supply System proposal for its WPPSS System No. 6, we
are of the opinion that:

1. De output of WPPSS System No. 6 is required to meet the load growth of the Option
Participants.

2. The Supply System's program for financing the Initial Work is sound and prosides a solid
basis for proceeding with the Initial Work prior to permanent financing.

3. The Option and Services Agreements proside a sound basis for proceeding with the Initial
Work.

We h.ne furnished to you information contained m the Ollicial Staten.ent under the captions "The
Option Participants". " Power Supply in the Pacific Northwest and the tipiro t hermal Power Program"
and !!ahibit 1. In our opinion, the information containsd therein is correct. i

Respectfully submitted,

R. W. BECK ann AssoctArt.s

-
's
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EXillHIT Ill

i
OPINIONS OF COUNSEL,

jLiiTIERilEAD OF WOOD DAWSON LOVE & SAflAllNii[

|Ll!TIliRilliAD OF llOUGilf 0N Cl.UCK COlXillLIN & Ril.liYl

1975, ,

Hoard of Directors
WemNG TON PUHI W Pow I H SW'N Y SYsIt.sf
Richland, Washington

l
Gentlemen:

Washington Public Power Supply System,
Generating Facilities Resenue Ilonds,

t

Series of 1975 A, $50,000,000

At your reyucst, we base examined into the validit) of $50,000JNN) Generating Facilities Resenue
Honds, Series of 1975 A, of Washington Puh Power Supply System (the "Spiem"), a municipal cor-
poration of the State of Washington, Said bonds are issuable in coupon form, registrable as to principal
only, in the denomination of $5JHN) each. nJ in fully registered form, without coupons, in the denomina-

( tions of $5,000 or multiples thereof. coupon bonds are numbered from I upwards and are dated
June 15,1975. The fully registered boo >s are numbered from R.I upwards and, except fully registered
bonds initi.dly issued, which are dated June 15, 1975, shall be dated so that no gain or loss of inteiest
shall result from exchanges or transfers thereof as provided therein and in the llond Resoh. tion herein- |

after mentioned. Said bonds rnature without option of prior redemption on June I in each of the 3 cars
and in the amounts and bear intere t, payable December I,1975, and semi-annually thereafter on June I

I and December I, as follows: '

F

Interest Inferest i

Year Ammmi Hate Year Amount Rate ;

197x $ 11,345J H N) % 19S0 512.870.000 G ,

i

1979 12.085.000 1981 13,700J K)0

Said bonds recite that they are iwued under and pursuant to Resolution No. (the "Hond,

Resolution"), adopted by the lloard of Directi.rs of the System on the day of June,1975, and I

under the authority of and in full compliance with the Constitution and statutes of the State of Wash-
ington, including Titles 43 and 54 of the Revised Code of Washington, for the purpose of paying a part
of the cost to the System of the construction and acquisition of the Projects (as defined in the Ilond Reso-
lutioni and for other corporate purposes of the System.

We have examined the Constitution and statutes of the State of Washington, and certified copics j

of proceedings of the lloard of Directors of the System authorizing the iouance of said bonds, including
the flond Resolution, other proofs relating to the issuance of said bonds and an executed coupon bond
of said series.

In our opinion, the System is a municipal corporation of the State of Washington, duly created and I

{ validly existing; the liond Resolution has been duly adopted and the provisions thereof are valid and i
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(3$96)-Washington Public-0.S. S-94-I down Proof of May 12,1975

binding upon the System, and .wid bonds have been duly authoriecd and issued in acco'rdance with the
Constitution and statutes of the State of Washington and constitute valid and legally binding obligations )
of the System payab!c molely from the funds and revenues set forth and provided in the Bond Resolution.

It is also our opinion that the interest on wid honds is esempt from t. nation by the United States
of America under existing laws and regulations.

' '

Very truly yours, i

.

e
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|LETIERHEAD OF WOOD DAWSON LOVE & SAllATINEl

|LETiliRHl!AD OF liOUGil~lON CLUCK COUGill.IN & RILEY|

,1975
.

Board of Directors
'

WA58tlNGToN PUHUC Powl R SUPPL.Y Svsiut
Richland, Washington

| |Gentlemen:

Washirgton Public Power Supply System,
Generating Facilities Resenue Bonds, ;1

Series of 1975 A, $50,000,000

Under the date of 1975, we rendered an opinion approving the validity of the i

above bonds (the "flonds") iwued pursuant to a resolution (the "flond Resolution") adopted by the j

5?oard of Directors of the Washington Public Power Supply System (the " System") on Junc ,1975.

We have examined into the validity of of the Option and Services Agreements j

referred to in the Ollicial Statement of the System, dated June ,1975. relating to the Ilonds, between 1

the System and certain of the Option Participants referred to in Exhibit I of said Ollicial Statement (the j

{ " Option Participants"). Pursuant to said Agreements the System has granted to
Iof the Option Participants options to purchase .G of the capability of the Projects (as defined in lhe ,

Bond Resolution). Said Option and Services Agreements include all option and Services
JAgreements providing for the granting of an option to purchase more than 9 of the capability I

of the Projects. Of the said Option and Senices Agreements-hase been executed by municipal 7

corporations and proside for options to purchase a total of more than 80% of the capabihty of the g
Projects optioned to municipal corporations, and have been executed by nonprofit or cooperatne ]
corporations, and proside for options to purchase more than 80G of the capability of the Projects
optioned to nonprofit and cooperative corporations. With respect to the authoritation, execution an'd

,

delivery of said . Option and Senices Agreements, we have examined certified copies of proceed-.

ings of the System and of the Option Participants which are parties thereto, authori/ing the execution and
delivery of said Option and Services Agreements, and such other documents, proceedings and.

matters relating to the authorization, execution and delivery of said Option and Services Agree-
ments by each of the parties thereto as we deemed relevant. In our opinion, each of said Option

]and Services Agreements has been duly authoriicd, executed and delivered by each of the parties thereto 3 ,

and constitutes a valid and bindmg agreement, enforceable in accordance with its terms. p

in rendering this opinion, we hase relied upon the opinion of counsel for each of the Option Partici- ;

pants that the Option and Services Agreement to which such Option Participant is a party has been duly )
executed and delivered by said Option Participant and is not in conflict with, or in violation of, and will '

'not be a breach of, or constitute a default under, the terms and conditions of any other agreement or
'

commitment by which such Option Participant is bound.

Very truly yours, d

( t|
'
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$125,000,000 " ''" ? 5* d'dae :^^^t ner issvs

WASHINGTON PUBuc POWER SUPPLY SYSTEM
- A Munidpal Corporation and a Joint Operating Agency of the State of Washington

i g Washington Public Power Supply Systens Nuclear Project No. 2
Revenue Bonds, Series 1975 A

4 Dated: Marek 1,1975 Doe: July 1, as shown below

F Principal and semi annual interest (July I and January 1, commencing July 1,1975) payable at Seattle-First National
Bank, Seattle, Washington. Continental !!!inois National Bank and Trust Company of Chicago. Chicago, Illinois,t

and The Bank of New York, New York, New York. Coupon bonds in the denominaoon of 55,000 registrable
- as to principal only and fully registered bonds in the denomination of 55.000 or any multiple thereof and
- interchangeable. Continental Illinois National Bank and Trust Company of Chicago is Bond Fund

b and Construction Fund Trustee.
De 1975 A Bonds maturing on July 1,1999 and on July 1,2012 are subject to redemption by operation of theJ

Bond itetirement Account at 100% plus accru:d interest to satisfy sinking fund installments, on January 1,1995 and
en January 1,2000, respectively, and on any interest payment date thereafter.E

%e 1975 A Bonds may be redeemed prior to maturity, at the option of the Supply System, on or after July 1,1985,I
L as a whole at any time, or in part in inverse order of maturities and by lot within a marunty, or, c.ny interest payment

date at prices r.nsing from 103% for the period July 1,1985, no and including June 30,1990, to 100% after June 30
2000,plus accrued interest to the date fixed for redemption in each case, as funber described herein. The 1975 A Bonds

-

-

;_ may also be redeemed under special circumstances as further described herein.

Interest exempt, in the opinion of Bond Counsel, from fede:al income taxation under existing laws
I and regulations and specific rulings received from the internal Revenue Service with respect

to the Bonds. -

;
'Ihe 1975 A Bonds are being issued to finance a portion of the cost of acquisition and construction ofr

the Washington Public Power Supply System Nuclear Project No. 2. The Project's entire capability has"

L been told by the Supply System to certam statutory preference customers of the Bonneville Power Adrm,nis-
tration and assigned by such preference customers to Bonneville under Nc: Billing ~ Agreements herein=,

i described. The 1975 A Bonds and the interest thereon are payable solely from the Bond Fund created
i by the Resolution and the mon s pledged to such fund are limited to the income, revenues, receipts
|- and profits derived by the Supp System through the ownership and operation by it of the Project,

including all payments to be ma e to the Supply System pursuant to the Net Billing Agreements, and='

Bond proceeds. The Net Billing Agreements provide that each such preference customer is obligatedr
to pay the Supply System its share of Preject annual costs, and Bonneville is obligated to credit the"

L 4 amounts so paid agamst amounts owed to Bonneville by such preference customers for the power and
services it provides, whether or not the Project is completed, operable, or operating and notwithstanding--- g
the suspension, interruption, interference, reduction or curtailment of the Project output. The Bonne-:

,
ville Power Administration will use its revenues to pay any costs billed to such preference customers

E which are not offset under the Net Billing Agreements. See " Security for the Bonds" and "Bonneville
b Power Administration"herein.

AMOUN'IS, MATURITIES, COUPONS AND YIELDSg
Anneemt Dee_ Compon Ylend Annoont Dee Compon Yleid

p
- $2,800,000 1982 6.60 % 5.10% $1,600,000 19s9 6.60 % 5.90 %
; 3,200,000 19s3 6.60 5.20 1.600,000 1990 6.60 6.00

3,500,000 19s4 6.60 5.30 1,800,000 111 1 6.60 6.10

E 3,900,000 19s5 6.60 5.45 2,000,000 1992 6.H 6.20

p- 4,3e0,000 19st 6.60 5.60 2,0o0,e00 1993 6.60 6.25
1,500,000 1987 6.60 5.70 2,300,000 1994 6.60 6.30

3 1,50e,000 19u 6.60 5.30

[ $15,000,000 6,60% Term Bonds Due July 1,1999
Price 100% =

$78,000,000 6Fs % Term Bonds Due July 1,2012
.

r Price 100%
-

(Plas Accrued Interest)

-

V

lii
a
E
!?

i O
e

The 1975 A Bonds are offered when as and if issued and received by us and are subject to the approval of legality b
Wood Dawson love & Sabatine, New York, New York, Bond Counsel to *he Supply System, and Houghton Cluc[

[ Conshhn & Riley, hattle, Washington, Special Counsel to the Supply System. It is expected that the Bonds ir. definitive
=

form will be ready for delivery on or about March 27,1975.
- March 6,1975
-

:
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De infonmation contained la this OdBcial Statement has been obtalaed from the Supply System and

f
other scartes deemed reliable. No representation or warranty is made, however, as to the accuracy or
conspleteness of such laformation, and nothlag contained herela is, or shah be, relied upon as a promise
or representation of the Underwriters. His OdEclal Statement, which incindes the cover page and
exhibits, does not constitute as cKer to sell the 1975 A Bonds la any state to any person to whom it is
malswful to make such oser la such state. No dealer, salesman or other person has been authorized to
give any information or to make any representations, other than those contained la this Odicial State-
anent la connection with the oRering of the 1975 A Eoods, and if gives or made, such information or

representation must not be relied upon.
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SUMMARY STATEMENT
|'

(Sebject in AR Respects to More Complete Inforunstion Ca=*=Imad "a nis OScial ha-a=9 |

De Supply System

The Supply System, organized in 1957, is a municipal corporation and a joint operating agency of
the State of Washington. Its members are 18 operating public utility districts and the Cities of Richland,
Seattle and Tacoma, alllocated in the State of Washington. De Supply System has the authority, among
other things, to acquire, construct and operate plants, works and facilities for the generation and trans-
mission of electric power and energy.

|

In addition to a hydroelectric project, the Supply System presently owns and operates the Hanford
|

Project, a steam electric generating plant operated in conjunction with the United States Energy Resources !
Development Agency's (formerly the Atomic Energy Commiuion's) New Production Reactor on the '

Agency's Hanford Reservation, near Richland, Washington. This steam plant has a name plate rating
cf g60,000 kilowatts, has been in operation since 1966 and is currently one of the two largest producers
of nuclear generated electricity in the United States. He Supply System is currently undertaking, in
addition to the Project, the development of four other nuclear generating plants. Two will be located
on the Hanford Reservation near the Project and are 1,250,000 kilowatt plants to be in operation by
1982 and 1984, respectively. He other two are 1,240,000 kilowatt plants in Grays Harbor County,
Washington. The first of these projects is to be jointly owned by the Supply System (70%) and four
investor owned utilities (30%). Joint ownership of the second project is under study. These plants
are to be in operation by 1982 and 1984 respectively.

The Joint Power Pinnning Council, consisting of 110 public and private utilities in the Paci8c North-
west and the Bonneville Power Mmmi<tration, a bureau of the United States Department of the
Interior, has planned through the development of the Hydro Thermal Power Program the coviestion of,

existing and future electric resources in the Pacific Northwest. The nuclear electric generating plants,
including the Project, which will be constructed and operated by the Supply System are an integral and
major part of the planned electric generating power capacity for she region under that Program.

Purpose of Issue

De purpose of the $125,000,000 Washington Public Power Supply System Nuclear Project No. 2
Revenue Bonds, Series 1975 A, is to finance a portion of the costs of constructing and acquiring the

of Bonds for the sameProject. To date the Supply System has issued an aggregate of $355,000,000
purpose. It has been estimated that the total permanent Anancing required for the Project, including the
initial nuclear fuel core and interest during construction, less temporary investment income, will be
$614,000,000.

He Project will be located on the Hanford Reservation but will be financed and accounted for
independently of the Supply System's Hanford Project currently in operation on the Reservation and
all other current or planned Supply System projects. He Project will consist of a boiling water nuclear
electric generating plant with a nominal capacity of 1,100,000 kilowatts, together with associated
facilities to deliver the output to the 500 kV transmission facilities of the Federal Columbia River
Power Systemlocated in the vicinity of the Project.

Constreetlos Centreets and Schoente

The AEC construction permit was obtained on Liarch 19,1973, at which time construction of the
31, 1974, equipment and construction contracts tomling

plant proper was started. As of December
$258 million, covering approximately 75% of the currently estimated total direct construction and equip-
ment costs (including escalation but exclusive of engineering, construction management, and contin-

! O gencier), had been awarded.

N] 5
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As of December 31, 1974, overall construction was estimated to be 13.0% complete compared
to a scheduled 38% completion under the original schedule which contemplated a commercial operation f
date of September 1,1977. Commercial operation is presently scheduled for June 1,1978.

Further information concerning progress of construction, construction schedules, and major con-
tracts is contamed in Exhibit III.

8ecarity for the Bonds - the Participants, Net BEing Agr==%
Esect of New Bommerille I- 7'==, and Rate Covenant-

The Bonds, including the 1975 A Bonds, and the interest thereon are payable solely from the Bond
Fund creat:d by the Resolution, and the moneys pledged to su:h Fund are limited to the income, revenues,
receipts and profits derived by the Supply System through the ownership and operation of the Project,
including all payments to be made to the Supply System pursuant to the Net Billing Agreements described
herein, and Bond proceeds. Interest on the 1975 A Bonds will be capitalized until September 1,1977.

The Participants: De Project's entire capability has been sold by the Supply System pursuant to j

the Net Billing Agreements to 94 Participants, consisting of 27 municipalities,22 districts and 45 electric i

cooperatives located principally in Washington, Oregon, Idaho, Montana and California, each of whom
is a statutory preference customer of Bonneville. De Participants' shares of the Project's output range
from approximately 15% to 0.005%. An aggregate of approximately 22.5% of the output is shared
by 64 Participants each of which has a share of less than 1%. See Exhibit L

Net Billing Agreements: Each of the Participants has entered into a Net Billing Agreement with
the Supply System and Bonneville. Pursuant to these agreements, each Participant (i) will make pay-
ments to the Supply System for its proportionate share of the Project's annual costs, including debt h
service, and (ii) has assigned its share of the Project capability to Bonneville. In consideration thereof, y
Boncevi!Ie will credit the payments by the Participants to the Supply System against billings by Bonneville
to the Participants for power and certain other services rendered by Bonneville under other contracts.
Before Bonneville entered into the Net Billing Agreements it determined that its estimated aggregate
billings to each of the Participants would be not less than 115% of Bonneville's net billing obligations
to the respective Participants under all agreements providing for net billing. Bonneville has agreed in the
Net Billing Agreements that with respect to any future net billing agreements entered into with any of

| the Participants it will determine that the same estimated 115% coverage is present.

De Participants are obligated, begmnmg no later than September 1,1977, to pay the Supply System
their proportionate shares of the Project's annual costs, and Bonneville is obligr.ated to make credits as
aforesaid, whether or not the Project is completed, operable, or operating and notwithstanding the
suspension, interruption, interference, reduction or curtailment of the Project output.

Egect of New Bonneville Iegislation: ne Net Billing Agreements provide for voluntary and man-
datory assignments of n Participant's share if the net billing credits to the Participant by Bonneville are
insufficient to offset the Participant's obligations to the Supply System, and, if these assignments are not
sufficient to balance the Participant's obligations and net billing credits, for cash payments by Bonne-
ville " subject to the availability of appropriations for such purposes." Subsequent to the Supply System's
entering into the Net Billing Agreements, the Federal Columbia River Transmimino System Act (see
section entitled "Bonneville Power Administration") was enacted and signed into law. The Trans-
mission Act authorizes Bonneville to use its revenues without further appropriations of Congress to make
expenditures from the Bonneville Power Administration Fund (" Fund") for any purpose necessary
or appropriate to carry out the duties imposed upon the Administrator pursuant to law. These expendi-
tures must be included in Bonneville's budget submitted each year to Congress.

6
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Among the categories specifically included as expenditures that Bonneville may make from the
Fund is payment for "the purchase of electric power (including the entitlement of electric plant capa-

>
,

bility) . . . if such purchase has been heretofore authorized. . . ." Bonneville has stated (see Exhibit VI)
to the Supply System and each Participant that, in accordance with the provisions of the Transmission
Act, it will pay in cash from the Fund *any costs billed to the Participants not paid through net billing
credits on a parity with other Bonneville operating expenses and prior to any payments by Bonneville
to the Treasury for repayment of the Federal investment in the Federal Columbia River Power System
and bonds issued pursuant to the Transmission Act. Bonneville projected revenues which will be avail-
able for such purpose are set forth in Exhibit V. Bonneville is obligated by law to charge rates for
electric power and transmission of electric power which will recover the " cost of producing and trans-
mitting such electric power.

Rate Covenant: No Participant will be required to make payments to the Supply System except
from revenues derived from the ownership and operation of its electric utility properties. Each Participant
has covenanted that it will es*ablish, maintain and collect rates or charges for power and energy and
other services furnished through its electric utility properties which shall be adequate to provide revenues
sufficient to make required payments to the Supply System.

.
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OFFICIAL STATEMENT h
OF

.

WASHINGTON PUBuc POWER SUPPLY SYSTEM
A Munleipal Corporation and a Joint Operating Agency of the S:ste of Washington

~ relating to its
$125,000,000

.

Tcshington Public Power Supply System Nuclear Project No. 2
Revenue Bonds, Series 1975 A

March 6,1975

The purpose of this Official Statement, which includes the cover page hereof and the exhibits hereto,lS "), its
is to set forth information concerning Washington Public Power Supply System (the "Supp y ystem
Washington Public Power Supply System Nuclear Project No. 2 (the " Project") as is more fully described
herein under "He Project" and its $125,000,000 Washington Public Power Supply System Nuclear
Project No. 2 Revenue Bonds, Series 1975 A (the "1975 A Bonds"), in connection with the sale by the
Supply System of the 1975 A Bonds and for the information of all who may become holders of such
1975 A Bonds. The 1975 A Bonds are to be issued pursuant to the Revised Code of Washington,
Chapter 43.52, as amended (the "Act"), Resolution No. 640 (the " Resolution") adopted June 26,1973
by the Supply System and a resolution supplemental to the Resolution, Resolution No. 739 (the
" Supplemental Resolutior.") adopted March 6,1975 by the Supply System. The Supply System
has heretofore issued pursuant to the Resolution $355,000,000 principal amount of bonds for the Project,
which bonds, the 1975 A Bonds and all additional ses.es of bonds which may be hereafter issued pur-
suant to the Resolution to pay the cost of acquiring and constructing the Project are herein ca!!ed

g
F

collectivelythe Bonds".

THE SUPPLY SYSTEM

. The Sapply System, a municipal corporation and a joint operating agency of the State of Washington,
was organized in January,1957 pursuant to the Act. Its memberslip is made up of 18 operating public
utility districts and the Citics of Richland, Seattle and Tacoma, all located in the State of Washington.
The Supply System has the authority, among other things, to acquire, construct and operate plants, works
and facilities for the generation and transmission of electric power and energy. The Supply System has
the power of eminent domain, but it is specifically precluded from the condemnation of any plants, works
or facilities owned and operated by any city, public utility district or privately. owned electric utility.

The Supply System has its principal office in Richland, Washington. The management and control
of the Supply System is vested in a Board of Directors composed of representatives of each of the
members. Regular meetings of the Board are held quarterly.

The Executive Committee of the Board admmi<ters the business of the Supply System between
regular meetings of the Board. The Executive Committee holds regular meetings twice each month and
special meetings as often as the business of the Supply System may require.

Members of the Supply System and their respective representatives on the Board of Directors are

as follows:
Public Utility District No.1 of Benton County . . . . . . . . . . . . . . . . John Goldsbury
Public Utility District No.1 of Chelan County . . . . . . . . . . . . . . . .Kirby Billingsley
Public Utility District No.1 of Clallam County . . . . . . . . . . . . . . . . Alvin E. Fletcher
Public Utility District No.1 of Clark County . . . . . . . . . . . . . . . . .Ed Fischer*
Public Utility District No.1 of Cowlitz County . . . . . . . . . . . . . . . .D. E. Hughes*

8
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Public Utili District No.1 of Douglas County . . . . . . . . . . . . . . .Howard Prey
Pubhc Utili District No.1 of Ferry County . . . . . . . . . . . . . . . . . Thomas F. Kroup*a

-
Public Utilit District No.1 of Franklin County . . . . . . . . . . . . . . .Glenn C. Walk!cy
Public U District No. 2 of Grant County . . . . . . . . . . . . . . . . . John L. Toevs
Public Utilit District No.1 of Grays Harbor County . . . . . . . . . . . John J. Welch *
Public Utili District No.1 of Kittatas County . . . . . . . . . . . . . . . . Harold W. Jenkins
Public Utilit District No.1 of Klickitat County . . . . . . . . . . . . . . . Gerald C. Fenton
Public Utilit District No.1 of Lewis County . . . . . . . . . . . . . . . . . Arnold J. James
Public Utili District No. 3 of Mason County . . . . . . . . . . . . . . . .Edwin W. Taylor
Public Utili District No. 2 of Pacific County . . . . . . . . . . . . . . . . . Quentin Mizer
City of Richland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Lane Bray
City of Seattle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Gordon Vickery* d
Public Utility District No.1 of Skamania County . . . . . . . . . . . . . .Rolf E. Jemtegaar'

Public Utility District No.1 of Snohomish County . . . . . . . . . . . . .W. G. Hulbert, Jr.*
City of Tacoma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A. J. Benedetti*
Public Utility District No.1 of Wahkiakum County . . . . . . . . . . . . Francis Longo ,

I *Ezecutive Committee Member
The Supply System presently employs approximately 320 persons, including a highly qualified

technical staff whose combined experience in the nuclear field totals over 1500 man-years and whose
trainmg includes disciplines in electrical, mechanical, civil and nuclear engineering. Through the opera-
tion of the Hanford Project described below the Supply System staff has accumulated substantial experi-
ence in the operation of a large steam electric generating facility.

The Supply System's Generating Projects
The Supply System owns and operates an 860,000 kilowatt electric generating plant and asso-

~

cisted facilities (the "Hanford Project") located on the Hanford Reservation of the United States Energy
Resources Development Agency (the "ERDA"), one of the successor agencies to the Atomic Energy
Commission (the "AEC"). The Hanford Project was constructed in accordance with agreements be-
tween the Supply System, the United States of America, Department of the Interior, acting by and

;f
through the Bonneville Power Adnunistrator ("Bonneville"), and the AEC. The Hanford Project is -1 I
currently one of the two largest producers of electricity generated from nuclear energy in the United
States. Steam is provided for the Hanford Project from the New Production Reactor (the "NPR")
owned and operated by the ERDA. In 1963, the Supply System issued $122,000,000 Hanford Project
Electric Revenue Bonds (the "Hanford Project Bonds"), of which 560,000,000 were outstanding as of
January 1,1975. The Supply System also owns and operates the Packwood Lake Hydroelectric Project
with a nameplate rating of 27,500 kVa. In 1962 and 1965, the Supply System sold $10,500,000 and
$3,200,000 Packwood Lake Hydroelectric Project Revenue Bonds, of which $13,181,000 were outstand-
ing as of January 1,1975.

The Supply System has begun preliminary work on a 1,250,000 kilowatt nuclear electric generat-
ing plant knor n as the Washington Public Power Supply System Nuclear Project No.1. In June 1974

,

the Supply agm issued $77,000,000 principal amount of revenue notes in order to pay a portion of+

the costs of such prelimiwy work. This plant will be constructed on the Hanford Reservation of the
ERDA at a site near the Project and is presently scheduled to begin commercial operation in 1982.

The Supply System has also begun preliminary work on a 1,240,000 kilowatt nuclear plant at a
'

site near Satsop, in Grays Harbor County, Washington, to be known as Washington Public Power
Supply System Nuclear Project No. 3, which will be 70% owned by the Supply System and 30% owned

;

by four investor owned utilities, and it has financed its ownership share of prehminary work in con-
nection with such plant with the proceeds of a $29,000,000 note issue. Commercial operation is
presently scheduled for 1982.

In response to a request of the Public Power Council, consisting of more than 100 statutory pref-
erence customers of Bonneville, the Supply System has also begun prehmmary work on the Supply

- 1

System's Nuclear Project No. 4' and Nuclear Project No. 5. It is presently planned that Nuclear
Project No. 4 will be a duplicate plant of the Supply System's Nuclear Project No.1 on the Hanford

,

i g
[

Reservation and will be placed in commercial operation in 1984, and that Nuclear Project No. 5 will be a

;'
9
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duplicate plant of the Supply System's Nuclear Project No. 3 at the Satsop site near Aberdeen in Grays hHarbor County, Washington and will be placed in commercial operation in 1984. The Supply System
has issued S17,500,000 of revenue notes to finance this work and is planning to issue additional obliga-
tions in a total amount up to approximately $100,000,000 to refund the $17,500,000 of revenue notes
and continue the preliminary work. The Supply System is negotiating with the investor-owned utilities
who share ownership in the Supply System's Nuclear Project No. 3 concerning possible sharing of
ownership of Nuclear Project No. 5 and the Puget Sound Power & Light Company's Skagit Project to be
located in Skagit County, Washington.

All projects heretofore undertaken by the Supply System except Nuclear Projects Nos. 4 and 5
have been financed as separate systems. The obligations issued with respect to each such project are
payable solely from the revenues of that projcet. The Project is similarly being financed as a separate
system. It is anticipated that Nuclear Projects Nos. 4 and 5 and, perhaps, the Skagit Project will be
financed as one system.

On the basis of the estimated cost and interest during construction for the Supply System's Nuclear
Projects Nos.1,2 and 3,it is estimated that the Supply System will require long-term financing for these
projects between now and 1980 in excess of $2,000,000,000. He first long-term financings for Project
No. I and Project No. 3 are projected for late 1975 or early 1976. The first long-term financing for
Projects Nos. 4 and 5 and the Skagit Project may occur in late 1975.

The schedule of financing for the Project contemplates,in addition to the sale of the 1975 A Bonds,
the sale of additional Bonds totaling approximately $134,000,000 as described in more detail under
the caption "The Project-Project Financing Reqmrements". Tbc next sale is presently contemplated
for the summer of 1975.

SECURITY FOR THE BONDS
.

Principal of and interest on the Bonds are payable solely from the Bond Fund created by the
Resolution and the moneys pledged to such Fund are limited to the income, revenues, receipts and profits
derived by the Supply System through the ownership and operation by it of the Project, including all
payments to be made to the Supply System pursuant to certain agreements (the " Net Billing Agreements")
described below, and Bond proceeds. Interest on the Bonds will be capitahzed to September 1,1977.
The Bonds are not general obligations of the Supply System and neither the faith and credit of the
Supply System or the State of Washington nor any revenues of the Supply System derived from other
projects which have been or which may hereafter be undertaken by the Supply System are pledged to
the payment thereof.

De Supply System has entered into Net Billing Agreements with Bonneville and 94 preference
customers of Bonneville listed in Exhibit I to this Official Statement (the " Participants"). Punuant
to the Net Billing Agreements (i) the Supply System has sold the Project's entire capability in shares
to the Participants which, in turn, have all assigned their respective shares to Bonneville, (ii) each
Participant will pay the Supply System its pro rata share of the annual costs (including principal
of and interest on the Bonds) of the Project and (iii) in consideration of these assignments, Bonneville
will credit the amounts paid by the Participants to the Supply System against amounts owed Bonneville
by the Participants for power and services provided under other contracts with Bonneville. This system
of offsets or credits is called " net billing".

The Net Billing Agreements provide for voluntary and mandatory assignments of a Participant's
share if the net billing credits to the Participant by Bonneville are insufficient to offset the Participant's

'

obligations to the Supply System, and,if these assignments are not sufficient to balance the Participant's:

obligations and net billing credits, for cash payments by Bonneville " subject to the availability of appro-
priations for such purposes." Subsequent to the Supply System's entering into the Net Billing Agree-
ments, the Federal Columbia River Transmission System Act (the " Transmission Act"), described
under the section entitled "Eonneville Power Administration", was enacted and signed into law. De
Transmission Act authorizes Bonneville to use its revenues without further appropriations of Congress

10
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to make expendituras from the Bonneville Power Administration Fund (" Fund") for any purpose necessary
or appropriate to carry out the duties imposed upon the Administrator pursuant to law. These expendi-f
tures must be included in Bonneville's budget submitted each year to Congress.

Among the categories specifically included as expenditures that Bonneville may make from the!
Fund is payment for "the purchase of ciectric power (including the entitlement of electric plant capa-
bility) . . . if such purchase has been heretofore authorized. . . ." Bonneville has stated (see Exhibit VI)
to the Supply System and each Participant that, in accordance with the provisions of the Transmission
Act, it will pay in cash from the Fund any costs billed to the Participants not paid through net billing
credits on a parity with other Bonneville operating expenses and prior to any payments by Bonneville
to the Treasury for repayment of the Federalinvestment in the Federal Columbia River Power System
and bonds issued pursuant to the Transmission Act. Bonneville's projected revenues which will be avail-
able for such purpose are set forth in Exhibit V. Bonneville is obligated by law to charge rates for electric
power and transmission of electric power which will recover the " cost of producing and transmitting
such electric power."

Payments by the Participants to the Supply System will commence on the date when the Project is
ready to be operated on a commercial basis, or January 1,1977, whichever is earlier; provided that such
payments prior to the date the Project is ready to be operated on a commercial basis, or September 1,
1977, whichever is earlier, are limited to such amounts as Bonneville and the Supply System agree
may be included in the Annual Budgets, as defined in the Net Billing Agreements. Bonneville and
the Supply System have agreed that at least an amount equal to one-half of the maximum annual interest
on the Bonds issued prior to September 1,1977 plus $6,000,000 will be included in such Annual Budgets
for the period January 1 to September 1,1977. The Resolution provides that such amounts will be used,
first, to deposit in the Bond Fund for credit to the Reserve Account the amount required to establish suchin the Reserve and
Account in the amount required by the Resolution; second, to deposit $3,000,000for working capital
Contingency Fund established in the Resolution and; third, to provide $3,000,000
for the Project.'

Payments and credits under the Net Billing Agreements are required to be made whether or not the
Project is completed, operable or operating and notwithstanding the suspension, reduction or curtail-
ment of the Project output.

THE PROJECT

The Project will be constructed, owned and operated by the S , ply System pursuant to an agree-
ment (the " Project Agreement") between the Supply System and Bo aeville as part of the Hydro Thermal
Power Program, a program designed to meet the anticipated needs for power in the Pacific Northwest.
He Hydro Thermal Power Program is described in a later section.

Location of the Project
The Project, with the exception of the admmhtrative service building, is under construction on the

Hanford Reservation, approximately three miles west of the Columbia River and 12 miles north of the
City of Richland in Benton County, Washington. He Project site has been leased from the ERDA for
a term, including options, extending beyond July 1, 2012. A lease of the land in the bed of the
Columbia River necessary for the water intake and. discharge facilities is to be executed with the Washing-
ton State Department of Natural Resources as soon as the area to be leased is finally defined by the
Corps of Engineers' permit. He Hanford Reservation lies mostly in Benton County and encompasses
559 square miles of barren desert land in a sparsely settled area of central Washington. De Reservation
has served as a nuclear industrial center since 1943. Proximity to nuclear support industries on the
Reservation gives the site a decided advantage for a nuclear power project. Favorable geographie,

| geological, seismological and climatological characteristics, adequate water supply, as well as remoteness
from large population centen, are features of the site that also contribute to its desirability for a nuclear

,l,
power site. Seattle is approximately 160 airline miles from the site and Portland is approximately 180
airline miles fromthe site. 1
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Description of the Project .

The Project will consist of a single unit boiling water reactor electric generating station, having a
4

nominal capacity of approximately 1,100,000 kilowatts, the necessary transformation and related
facilities to interconnect the generating station with the Federal Columbia River Power System and an '

.

admmistrative service building. The plant layout and design includes consideration of possible future
expansion by the addition of another generating unit.

The seven basic structures comprising the generating station are (1) reactor building, (2) radio-
;

active waste building, (3) turbine-generator building, (4) diesel generator building, (5) cooling towers and
1

. circulating water pump house, (6) river makeup water plant and (7) service building.
The nuclear steam supply system will contain a General Electric Company ("GE") boiling water

i

reactor of proven design with a guaranteed rating of 3,330 megawatts thermal. It will supply approximately'

14,295,000 pounds of steam per hour at 985 psis. The system will be complete with steam separators and
driers, recirc' dating pumps and subsystems including those required for normal operation and for shutdown.

The turbine-generator will consist of a high-pressure turbine section on the same shaft with three
low-pressure turbine sections and an electric generator with a nominal capacity of approximately
1,100,000 kilowatts. Transformation from 25 kV to 500 kV will be provided.

The condenser cooling water will be discharged from the turbine-generator building to six mechanical -
draft evaporative cooling towers. Makeup water to replace the evaporative losses of the circulating water
will be obtained from the Columbia River.

!
In addition to the service building at the site of the generating station, the Project includes an ad-

: ministrative service building located off-site in the vicinity of Richland, Washington, which has been com-
pleted and provides administrative space for the Project and other Supply System activities.

Initial Feel Core

The initial fuel core is being supplied by GE as part of the reactor contract. The fuel assemblies
included in the initial core will be essentially identical to initial core fuel assemblies being supplied by
GE to other electric utilities in the United States in the period 1975 through 1981. GE expects to pro-
vide over 30 initial fuel cores during that period to some 19 different utilities located in various parts of the

United States.
:

Construction Contreets and Schedule

| The Nuclear Regulatory Commission (another successor agency to the AEC) (the "NRC") con-
struction permit was obtained on March 19,1973 at which time construction of the plant proper was,

! started. The installation of temporary facilities is complete. The reactor building substructure has been

j completed and the containment vessel which rests on it was 83.2% complete as of December 31,1974.
The substructure for the turbine-generator building has been completed and work is now in progress
on the turbine pedestal and the walls of the turbine-generator building. The substructure of the radio-
active waste building is complete and work is starting on the superstructure. Concrete work on the
spray ponds and service water pump houses is nearing completion. Work has started on the coolingi

tower bases and the circulating water pump house. As of December 31,1974, overall construction was
estimated to be 13.0% complete compared to a scheduled 38% completion under the original schedule
which contemplated a commercial operation date of September 1,1977.

As of December 31,1974, equipment and construction contracts totalling $258,058,567 have been
entered into. Further information concerning major equipment and construction contracts is contained

| in Exhibit III.
The scheduled date of commercial operation has been delayed to June 1,1978. The Construction.

| Engineer is of the opinion that the program for construction is realistic and a commercial operation date
of June 1,1978 has a reasonable chance of achievement; however, it will require a significant improve-!

ment in the rate of construction progress,!

!
i
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Project Financing Requirements

The Bonds heretofore issued were, and the 1975 A Bonds are being, issued to finance a portion of ,

the costs of constructing and acquiring the Project. Additional Bonds necessary to complete the financing |

of the Project in the estimated aggregate principal amount of $134,000,000 will be issued in the future.
Assuming the addifonal Bonds will be issued in more than one series, it is expected that the next series
will be issued during the summer of 1975. The amount of financing has been based on the actual interest
rates for the Bonds heretofore issued, and assumed annualinterest rates of 7.25% for the 1975 A Bonds

and 7.25% for the balance of the Bonds.

Based on the foregoing the total financing requirements for the Project are shown in the following
tabulation. These estimates are based on the Project being placed in commercial operation by June 1,
1978. A significant delay in Project completion would result in an increase in the financing requirements.
For further information see page 49 under the caption " Construction Costs and Construction Contracts."

ESTIMATED PROJECT FINANCING REQUIRED

$ 64,624,500
Structures and Improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

128,697,900
Reactor Plant Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

108,003,000
TuMneratin g Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

30,999,900
Accessory Electric Equipment ..........................................

2,779,900
Miscellaneous Power Plant Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6,643,100
Station Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

4,080,800
Temporary Construction Facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Subtotal Direct Construction (1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $345,829,100

38,980,000
Nucle ar Fuel ( 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

19,240,500
Sales Tax (4) ..........................................................

57,818,000
Engineering and Construction Management (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

44,100,000Owner's Direct Cost (5) . . . . . . ..........................................
26,478,200

Contingencies (1) .......................................................

Estimated Bond Discount and Other Financing Expenses . . . . . . . . . . . . . . . . . . . . . . . . 7,326,000

125,608.000
Capitalized Interest During Construction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

665,379,800Gross Requirement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
51,379.800

less: Estimated Income from Temporary Investments . . . . . . . . . . . . . . . . . . . . . . . . . . .
5614.000.000

N et Requirement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(1) Based on estimates by Construction Engineer contained in Exlutit III.

(2) Includes escalation.

(3) As estimated by the Supply System.

(4) Inclodes sales tax on nuclear fact
(5) As estimsted by the Supply System; includes cost of the admini<trative service building.

,
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In addition to the foregoing amounts obtained through issuance of Bonds, funds required to make
the necessary payments to the Reserve Account in the Bond Fund, to provide working capital, to f
provide an initial Reserve and Contingency Fund and to provide a contingency for fuel are expected to
be obtained under the' Net Billing Agreements described below during the period beginning January 1,
1977 and extending to September 1,1977 as follows:

Reserve Account in Bond Fund (l) . . . . . . . . . . . . . . . . . . . . . . . . . . . 521,127,000
Working Capital (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,000,000

Reserve and Contingency Fund (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,000,000
8,000,000Fuel Contingency (4 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 535,127,000

(1) Estimated amount required by the Resolution.
(2) Amount subject to further analysis and approval by Bonneville and the Supply System.
(3) Amourt required by the Resolution.
(4) Estimated amount to be provided from advanced net billing to permit leveling of annual

fuel costs in the event of a critical period of power supply. Amount subject to further analysis
and approval by Bonneville and the Supply System. .

If for any reason such amounts (other than the fuel contingency) are not provided under the Net
Bdling Agreements they will be provided through the issuance of additional Bonds.

IJeanses and Permalts
ne Projecc site on the Hanford Reservation has been certified for the State of Washington by the

Washington State Thermal Power Plant Site Evaluation Council as required by state law. An AEC, now
NRC, construction permit was issued for the Project on March 19,1973. Prior to that date certain site
preparation was undertaken in accordance with an exemption issued by the AEC. The certification by the
State of Washington and the permits issued by the AEC were the subjects of intensive investigation and
public hearings. The construction permit requires that the Project be constructed in accordance with
applicable rules and regulations of the AEC, now the NRC, including those formulated to protect
the environment and the public. Extensive quality control procedures are being implemented by the
Supply System to assure that the requirements of the construction permit with respect to quality of
construction of the Project will be met. Prior to operation an operating license must be obtained from the
NRC, to which this function has been transferred from the AEC by recent legislation.

Additional permits to be acquired prior to operation of the Project include the following: (1)
National Pollution Discharge Elimination System Permit to be issued by the Thermal Power Plant Site
Evaluation Council of the State of Washington, (2) permit to be issued by the U. S. Corps of Engineers
under the Federal Rivers & Harbors Act of 1899, (3) various buildmg and installation inspection permits
by the Washington State Department of Labor and Industries, and (4) a Water Withdrawal Permit, if
required, to be issued by the Washington State Hermal Power Plant Site Evaluation Council.

Project Output
ne Project is expected to have a net peaking capability of 1,093,000 kilowatts and is expected to be

capable of producing about 7,200,000,000 kilowatt hours annually. During a critical period of power
supply in the Pacific Northwest caused by water shortage, it is expected that the Project would be called
upon to produce the full amount of energy that it is capable of producing. During other periods, however,
there will be times when surplus water will be available to generate power at existing hydroelectric projects
thereby permitting a reduction in the total amount of energy produced at the thermal electric projects
to be constructed under the Hydro Thermal Power Program, including the Project.

Project AnnealCosts
Estimated annual costs of the Project bued on 1974 costs of labor and materials escalated to the

year 1978 are given in the followmg table. His table assumes generation of 7,200,000,000 kilowatt
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L hours annually. The costs reflect those operating costs that would be characteristic of a mature plant.

8 The Supply System anticipates additional expenses of $250,000 and $125,000 during the first two
operating years, respectively, for Project monitoring.

ESTIMATED PROJECT ANNUAL COS13
FIxto Costs: $47,220,000

Interest and AmortizatiorM . . . . . .. . .. .

4,722,000
Payments to Reserve and Contingency Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,000,000
Insurance ......................................................... 5,525,000
Operation and Maintenance (Fixed)m .

Administrative and Generalm . .
1,315,000

$60,782.000
Sub total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less: Surplus of Prior Year's Payment to Reserve and Contingency Fundm
3,322,000

Total Fixed Costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $57,460,000

VARIABt.B COST 5t $12,996,000
FuelCost.......................................................... 683,000
Operation and Maintenance (Variable)m . . . .. .... . ...

1,440,000
Taxes.............................................................

Total Variable Costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15,119,000
$72,579,000

TOTAL ANNUAL COSTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Less: Interest Earnings on Reserve Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,249,000

$70,330,000NET ANNUAL COSTS ....................................................
NET ANNUAL COST PER KII4 WATT Houa (7,200,000,000 kWh) . . . . . . . . . . . . . . . . 9.77 mills

kfa (1) Based on level debt service. 35-year amortization, the actual annual interest rates on the Bonds heretofore
5 issued, a 7.25% interest rate on the 1975 A Bonds. and a 7.25% annual interest rate on the bMwe of the

9 Bonds.

(2) Estimated labor and materials costs escalated to 1978 levels.
(3) Computed as follows:

Payment to Reserve and Contingency Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,722,000
Iess: Estunated amount required for renewals. replacements and additions ...... I,400,000

33,322,000
Netsurplus...........................................................

Net surplas may be used for purposes other than reduction in power costs in accordance with the Resolution.

The total annual costs refetred to above are based on level debt service over a 35 year period and
on estimated 1978 levels of labor and materials. The Supply System and Bonneville anticipate that maturi-
ties of the Bonds will not be scheduled to yield level debt service throughout the period. Variations in
annual costs will result from such scheduling to the extent that actual debt service varies from the

assumed level debt service.
Reference is made to the reports of R. W. Beck and Associates, included herein as Exhibit II, and

Burns and Roe, Inc., included herein as Exhibit III, for additional information regarding the Project

and its costs.
BONNEVILLE POWER ADMINISTRA110N

Bonneville, a bureau of the U. S. Department of the Interior, was established by the Bonneville
,

'

Project Act of August 20,1937, to build transmission f acilities and to market power from Federal hydro-
electric projects in the Pacific Northwest. Such projects now number 27 with an installed capacity of
10,995,900 kilowatts. These projects and authorized new projects and additions at existing projects will
have, when completed, an installed capacity of approximately 28,032,580 kilowatts. Bonneville's trans-

|
mission facilities include over 12,050 miles of 115 kV to 500 kV ac and 800 kV de transmission lines.

!g These transmission facilities together veith the hydroelectric projects mentioned above comprise the
|
,

|y Federal Columbia River Power System. |
15
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Bonneviue Revenne by Major Cingar. tion of Custonners(1)

Fleenl Year osher Tv--'=d--
Ended Preference F.lsetric Service

June 30 Casemenere Uttasies Indestrial and Other Total

1968... $49,134,719 $12,515,810 $39,498,338 $16,739,045 $117,887,912

1969... 55,752,314 16,967,117 46,204,161 18,353,608 137,277,200

1970... 58,419,581 20,319,033 50,036,203 18,878,209 147,680,036

1971... 64,078,043 25,120,610 45,418,745(2) 21,060,576 155,677,974

1972... 69,452,035 37,918,589 45,733,067(2) 22,990,720 176,094,411

1973... 74,669,546 37,146,777(3) 44,014,159(2) 21,543,674 177,374,156

1974... 83,034,000 31,515,000(3) 46,162,000(2) 21,343,000(4) 182,054,000(4)

(1) From Bonneville Summary Financial Data.1974 data from Federal Columbia River Power System audit, com-
pleted in December 1974.

(2) The decline in industrial revenues was primarily due to shutdown of aluminum potlines in the area and to certaII-
ment by Bonneville of interruptible power to certain of its industrial c=='-rs.

(3) he decline in Other Electnc Utilities' revennes was dos so low power avaEmbility and increased needs of
preference c==sa== rs.

I (4) 83,000,000 of THa=Ian Service and Other le ami=w

'llie major part of the 500 kV and 230 kV backbone transmission system in the Pacific Northwest
is owned by Bonneville as a result of its role in constructing transmission facilities as part of the Federal
Columbia River Power System. Bonneville transmits over the Federal Columbia River Power System
the major portion of the power from 11 nonfederal projects to various private and public utilities in the
Pacific Northwest. This system represents approximately 80% of the bulk power transmission capacity
for the Pacific Northwest.

The Federal Columbia River Power System has interconnections with other regions in the United
States and Canada. Three high voltage tr=n==ission line interconnections (two 500 kV ac, one 800
kV de) of the Pacific Northwest-Pacific Southwest Intertie have been completed and are now in operation.
Two 500 kV ac lines interconnect the Federal Columbia River Power System with British Columbia,
Canada, and several 230 kV ac lines interconnect the eastern portion of the system with utilities in
adjacent Canadian provinces and the Mountain States. These interconnections provide, in addition to
mutual support in the event of a breakdown or emergency, the means to carry capacity and energy which
is surplus to the Pacific Northwest needs to these areas, and conversely to carry surplus capacity and
energy from these areas into the Pacific Northwest.

On October 19, 1974, the President signed into law the Federal Columbia Tran< minion System
Act (Pub. L. No. 93-454), which established a new method for financing Bonneville's construction and
operating program. Under the Transmission Act Bonneville is authorized to pay its cost of operating
and maintaining the Federal system from its revenues and pay the cost of construction of additional
facilities from revenues and revenue bond proceeds. The Bonneville Power Administration Fund is
established into which all of Bonneville's revenues (including trust and fund receipts), proceeds from
revenue bonds, and appropriations are deposited. Bonneville is authorized to sell up to $1.25 billion i

of revenue bonds to the Secretary of the Treasury to finance the construction of additions to the trans- f) '
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mission system. By this method of using revenues and revenue bond financing Bonneville expects to-g
avoid the need of additional appropriations of Congress to carry out its program obligations.y

The Transmission Act reinforces Bonneville's original mission and authorizes Bonneville to con-
struct additions to the transmission system within the Pacific Northwest to integrate and transmit the
electric power from existing or additional Federal or non-Federal generating units, provide service to
B nneville's customers, provide interregional facilities, and maintain the electrical stability and electrical
reliability of the Federal system. Bonneville cannot begin cocstructing any major transmission facilities
intended to be used to provide services not previously provided by Bonneville with its own facilities
until such construction is specifically approved by Act of Congress.

De Transmission Act also reaffirms Bonneville's obligation to charge rates for electric power and
transmission of electric power which will recover the " cost of producing and trammitting such electric
power."

In addition the Transmission Act designates Bonneville as the taarketing agent for all Corps of
Engineers and Bureau of Reclamation generating plants, excepting the Green Springs Project in southern
Oregon. Prior to this designation Bonneville was designated marketing agent for these projects by order
of the Secretary of the Interior. He formalization of this designation ensures the revenues from the
sale of power from these projects will accrue to the Fund to pay Bonneville's expenses.

AdditionalPower Supply

In addition to the Federal hydroelectric projects, Bonneville has acquired additional power supply
and hydro storage to enable it to continue to meet its customers' requirements. Under agreements
executed in 1963 by Bonneville,76 utility customers of Bonneville ar.d the Supply System, Bonneville
exchanges firm power from its system for the output of the Hanford Project of the Supply System. In
1964, Bonneville, acting jointly with the U. S. Army Corps of Engineers as t'uc United States Entity,
punuant to the Treaty Between the United States and Canada Relating to the Cooperative Develop-
ment of Water Resources of the Columbia River Basin, and pursuant to certain agreements executed in
connection with such Treaty, obtained certam rights to 15,500,000 acre-feet of hydro storage on the

Columbia Riverin Canada.

Under Phase I of the Hydro Hermal Power Program, Bonnenile will obtain through the Net Billing
Agreements the capability of the Project upon its completion and through similar agreements the Supply
System's share of the capability of Nuclear Project No.1 and Nuclear Project No. 3 and the City of
Eugene, Oregon's 30% share of the Trojan Nuclear Project.

After 1983 Bonneville does not expect to acquire electric power from new thermal projects to meet
the load growth of its preference agency customers. Rather, under Phase II of the Hydro Thermal Power
Program, Bonneville expects to act as agent for many of its preference customers in acquiring the electric
power and energy necessary from thermal projects to meet these customers' future load growth.

,

I

I

sommerse centracts

Bonneville markets power to 153 customers, including 109 statutory preference customers in the
Pacific Northwest (public bodies and cooperatives which have preference and priority upon power from
the Federal Columbia River Power System pursuant to the Bonneville Project Act, as amended) under

17
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the terms of various power sales contracts. Each of the Participants is a preference customer and !s g

a party to at least one such power sales contract requiring payments to Bonneville for the purchase or e

exchange of power, the operation and maintenance of facilities, or the transmission of power over the
Federal Columbia River Power System. Such contracts generally provide for the sale and delivery of
firm power to a preference customer in the amount of its requirements for power over and above the
generating resources, if any, that the preference customer has available to serve its own loads. Bonne-
ville's obligation to meet a preference customer's requirements is effective for the term of the contract
unless Bonneville gives the preference customer at least eight years' prior notice of insufficiency of supply.

These power sales contracts with preference customers are usually for a term of 20 years. Bonne-
ville expects to negotiate new 20 year power sales contracts with all preference customers to supply
their load growth requirements until 1983 and fixed amounts thereafter. Tne Public Power Council and
Bonneville are currently studying the allocation of power to these customers after July 1,1983.

The power sales contracts contain provisions for a rate review once each five years. Rates are
proposed by Bonneville and become effective upon confirmation and approval by the Federal Power
Commission ("FPC"). In 1974 Bonneville submitted proposed rate increases to the FPC averaging
approximately 27% which were confirmed and approved by the FPC effective December 20,1974 for an
interim period ending no later than December 20,1975. The confirmation and approval of such rates
for the full five year period ending December 20,1979, is now pending before the FPC, and Bonneville
expects that the FPC will approve such rates for such period in the near future.

THE HYDRO 'IIIERMAL POWER PROGRAM AND POWER SUPPLY
IN THE PACIFIC NORTHWEST

The Hydro Thermal Power Program was conceived by the Joint Power Planning Council, consisting
of 110 electric cooperatives, public utilities and private utilities in the Pacific Northwest and Bonneville,
in order to plan the coordination of existing and future thermal and hydroelectric resources in the Pacific
Northwest. The major part of the power supply in the region has been historically from hydroelectric
resources, but the remaining hydro projects to be developed will be essentially for peaking power rather
than for base load. Thermal power will provide an increasing portion of the base load resources in the
future. The combinatica of hydro peaking and large scale thermal generating plants was found by the
Council to be the soundest plan to achieve the aims of the Hydro Thermal Power Program. 'Ihe prin-
ciples of Phase I of this Program and the Federal government's participation through Bonneville, the
Army Corps of Engineers and the Bureau of Reclamation have been endorsed by current and previous
federal administrations and by the Congress.

The members of the Joint Power PInnning Council have concluded that the Hydro Thermal Power
Program will:

1. Best preserve the environment and natural beauties of the Pacific Northwest.

2. Make efficient and economic use of the Federal Columbia River Power System.

3. Obtain the economics of scale from large thermal generating plants.

4. Meld the output from large thermal generating plants with that from existing hydro
generating units and the peaking generation units which will be installed at existing dams, to
achieve the most economic and reliable power supply to meet the power imaments of the

()Pacific Northwest.
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The Phase I Hydro Thermal Power Program thermal generating plants are tabulated below:
Rated Probable

Capacity Energy
Flaat Principal

I* h (MW) Date(1)
No._ Sponsor

.

1 Pacific Power & Light Co.
and The Washington Water
Power Company (Centralia

Centralia, Wa. Coal-fired 1,400 (2)Project) ..............

2 Portland General Electric
Company (Trojan Project) St. Helens, Or. Nuclear 1,130 Dec. 1975

3 Pacific Power & Light Co.
(Jim Bridger No. 2) . . . . Rock Springs, Wy. Coal-Sted 500 June 1976

(Jim Bridger No. 3) . . . . Rock Sprmgs, Wy. Coal-fired 500 July 1977

4 Washington Public Power
Supply System (Nuclear
Project No. ;2) . . . . . . . . . Hanford, Wa. Nuclear 1,100 Oct. 1979

5 Portland General Electric
Company (Pebble Springs
No. 1 ) . . . . . . . . . . . . . . . Arlington, Or. Nuclear 1,260 July 1982~

6 Washington Public Power
Supply System (Nuclear
Project No.1) . . . . . . . . . Hanford, Wa. Nuclear 1,250 O::t. 1982

7 Washington Public Power
Supply System (Nuclear
Project No. 3) . . . . . . . . . Satsop, Wa. Nuclear 1,240 Sept.1982

(1) See discussion under Power Requirements and Resources.
(2) Currentlyin operation at reduced capacity.

The area utilities have identified additional generating projects, referred to as Phase II projects,
some of which are currently under development or investigation to meet forecasted load growth.
While the specific role of Bonneville has changed somewhat from Phase I of the Hydro Thermal

-

Power Program, the area utilities are continuing to plan and build generation and transmission facilities
on a cooperative schedule. Such thermal generating plants are tabulated below:

Rated Probable

Fisst Prtecipal Capacity Energy

& Sponsor IAcation Type (MW) Date(1)

1 Pacific Power & Light Co.
(Jim Bridger Project No. 4) Rock Springs, Wy. Coal-fired 233(2) Sept.1979

2 Portland General Electric
Company (Carty Coal No.
1) ...................

Boardman, Or. Coal-fired 500 July 1980

3 Puget Sound Power & Light
Company (Skagit No.1) . Sedro Woolley, Wa. Nuclear 1,288 Feb. 1983

4 Washington Public Power
Supply System (Nuclear
Project No. 4) . . . . . . . . . Hanford, Wa. Nuclear 1,250 April 1984

5 Washington Public Power
Supply System (Nuclear
Project No. 5) . . . . . . . . . Satsop, W4 Nuclear 1,240 Mar. 1984

6 Puget Sound Power & Light
Company (Skagit No. 2) . . Sedro Woolley, Wa. Nuclear 1,288 Feb. 1985

7 Portland General Electric
Company (Pebble Springs
No. 2 ) . . . . . . . . . . . . . . . Arlington, Or. Nuclear 1,260 July 1985

(1) See discussions under Power Requirements and Resources.
(2) Capability of unit ava.ilable for use in West Group.
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In addition to the foregoing major projects in the Pacific Northwest, The Montana Power Com

Company and The Washington Water Power Company are constructing a coal-fired steam electricpany, Puget Sound Power & Light Company, Pacific Power & Light Company, Portland General Electric-
generating plant at Colstrip, Montana. A portion of the output of this project will be used outside of the
Paci6c Northwest coordinated system and the balance of the output will be used by these companies toassist meeting their needs within the Pacific Northwest.

Power Requirements and Resources

Long-range planning of resources in the Pacific Northwest is based on annual forecasts of loads and
recent forecast (February 1,1975) was made by the Committee for the yearsresources for the area prepared by the Pacific Northwest Utilities Conference Committee. The most
1985-1986 (West Group Forecast). 1975-1976 through

construction schedules, this most recent forecast was prepared using the " Milestone" concept for deterUnlike previous forecasts which were prepared using plant sponsors'
mining the dates on which new thermal generating plants could reasonably be expected to be in continuous-

plant and identifies, as milestones, certain major events in the development and construction of the plantsoperation. The " Milestone" concept establishes standard development schedules for each type of thermal
-

These standard " Milestone" plant development schedules are applied to each proposed thermal plant for.

the purpose of providing a consistent basis for planning the addition of thermal resources
Milestone schedule used for area resource planning. sponsor will continue to maintain his own construction schedule, which may not be the same as the

. Each plant

is shown in the following table:An analysis of the most recent forecast, dated February 1,1975, of the area's loads and resources
,

..

Loads and Resources (1)
Northwest Power Pool West Groep(2)

Year
FadmatedEudies Estimated Resources $srplus Surplus 'Ibe Surplus Surplus

Percent
PercentJune 30 Requirements _ 3X4)( _ 5)( (_ 5) Project (5) (5)

PEAK CAPABILITY-KILOWATTS (000)1976 ........... 22,491 22,487 (4) (0.02)1977 ........ ...... 23,722 23,720 (2) (0.01)
(4) (0.02)

-

1978 .......... .... 25,220 26,098 878 3.48 878 3.48 -

(2) (0.01)
-

1979 ............... 26,683 28,107 1,424 5.34 1,424 5.34

-

1980 ............... 28,139 28,983 844 3.00 1,100 1,944 6.91

-
... 1981 ............... 29,515 29,366 (149) (0.50) 1,100 951 3.221982 ............... 30,950 29,568 (1,382) (4.47) 1,100 (282) (0.91)1983 .......... .... 32,418 33,070 652 2.01 1,100 1,752 5.40

....
1984 ... 33,907 34,011 104 0.31 1,100 1,204 3.55

.......

1985 .......... . .. 35,483 36,172 689 1.94 1,100 1,789 5.041986 .......... .... 37,154 38,389 1,235 3.32 1,100 2,335 6.28
....

1976 .......... ENERGY CAPABIL!TY-AVERAGE KILOWATTS (000)(6)14,625 13,846 (779) (5.33)
? 1977 ............... 15,418 14,630 (788) (5.11) (779) (5.33)

-.r 1978 .......... .... 16,396 14,977 (1,419) (8.65)
(788) (5.11 )

-. ..

1979 ......... 17,370 15,136 (2,234) (12.86)
(1,419) (8.65 )

-

1980 ...... ........ (2,234) (12.86)18,196 15,624 (2,572) (14.13) 497 (2,075) (11.40)
-

1981 ........ ...... 19,002 16,284 (2,718) (14.30) 784 (1,934) (10.18)1982 ............... 19,879 16,598 (3,281) (16.50) 825 (2,456) (12.35)1983 ........ ...... 20,728 19,005 (1,723) (8.31) 825 (898) (4.33)

......

1984 ........ 21,623 20,718 (905) (4.19) 825 (80) (0.37)
1985 ....... ....... 22,581 22,401 (180) (0.80) 825 645 2.861986 ....... ....... 23,559 23,911 352 1.49 825 1,177 5.00

I ..... .

(1) Resources forecast under Pacific Northwest Utilities Conference Committee Guid li!

(2) Area served by utility members of the Joint Power Planning Council.e nes.

(4) Not including the Project.(3) After deducting reserves under Pacific Northwest Utitities Conference Committee G id tiu e nes.(5) Parentheses denote negative values.

(6) Computed under Pacific Northwest Utilities Conference Committee Guidelines.
:
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THE PAR 11C:PANIS

De Project has 94 Participants, of which 27 are municipalities,22 are districts and 45 are co-
operatives. De municipalities have contracted to purchase approximately 22.6% of the plant capability,
the districts have contracted to purchase approximately 56.9% and the cooperatives the remaining
20.5%. Exhibit I attached hereto lists each Participant and indicates its share of the Project capability
p.C ei.

De Participants, all of whom are statutory preference customers of BonnevDie, currently obtain
all or part of their power supply from Bonneville, and, uader their power sales contracts, win have anfh
matimated net bining capacity which in the aggregate is estimated to be in excess of their share o t e
estimated Project's annual costs paid to the Supply System. Each Participant's share of such annual costs
wBl be net billed or credited against the billings made by Bonneville to the Participant on a monthly basis
under i~.1 power sales contract (s).

Each of the Participants has executed a Net Biuing Agreement, as n ore fully described below,
with the Supply System and Bonneville.

By the Net Billing Agreements, each Participant assigns its share of the Project's capability to Bonne-
ville, and the entire output of the Project wdl be added to and pooled with the other power sources avau-
able to BonnevHie.

i

Since the Participants' payments to the Supply System will be net billed, the cost of the power pro-
duced by the Project will be borne by Bonneville customers. Bonneville has assured Congress that "any
costs or losses to Bonneville under these agreements will be borne by all Bonneville rate payers throegh
rate adjustments,if necesssry."

THE NET BHJJNG AGREEMENIS

A summary of certain provisions of the Net Billing Agreements follows. The full text of the form of
Agreements may be obtained from the Supply System.

The capitalization of any word or words which is not conventionally capitahzed (e.g. Project,
Participants) indicates that such words are defined in the Net Billing Agreements. (The same practice
is followed in the summaries of the Project Agreement and the Resolution which follow.)

Teuun

Each Net Billing Agreement became effective upon execution and delivery and will terminate on the
date that the Project Agreement terminates except as provided in Section 10(c) (see the sub-caption
" Termination") and as to accrued obligations and liabilities.

Although the Net Billing Agreements may be termmated prior to the maturity of any Project Bonds,
the cbligation of each ot the Participants thereunder to pay its proportionate share of debt service on any
Project Bonds shall continue until the Project Bonds have been retired, and BonneviDe will continue
to be obligated to offset or credit these payments agamst payments pursuant to the Participant's Bonneville
Contracts.

OwnessMy sad Operudies

ne Supply System will use its best efforts to arrange for the financing, design, construction,
operation and maintenance of the Project.
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Sele, Purchase and Assignment

The Supply System sells, and each Participant purchases, its Participant's Share of the Project
! Capability and each Participant in turn assigns its Participant's Share of such Capability to Bonneville.

The amount of each Participant's Share of Project Capability is shown in Exhibit I attached hereto.

The purchase price to be paid by each Participant in each Contract Year will be the amount
'specified in the Billing Statement rendered to the Participant by the Supply System. The amount of
the Billing Statement is determmed by multiplying the Annual Budget or any amended Annual Budget
by the Participant's Share. The Annual Budget shall provide for all of the Supply System's costs with
respect to the Project in the Contract Year, including debt service. The Participant is obligated to
pay the Supply System whether or not the Project is completed, operable, or operating and notwithstanding
the suspension, interruption, interference, reduction or curaHment of the Project output, and such
payments are not subject to reduction and are not conditioned upon the performance or nonperformance
by the Supply System or Bonneville or any other Participant under the Net Billing Agreements or any
other agreement or instrument.

The Participant assigns and Bonneville accepts the assignment of the Participant's Share. In con-
t

sideration of such assignment, Bonneville will o8 set or credit the amounts paid by the Participant to the
Supply System under the Net Billing Agreement against amounts owed Bonneville for power purchased
and certain services rendered under the Participant's Bonneville Contracts. This system of oEsets and
credits is termed " net billing". Net billing will begin on January 1,1977, or the Date of Commercial
Operation, whichever is earlier, or at some earlier date if the Project is termmated pursuant to the Project
Agreement, as hereinafter described.

J

Bonneville is obligated to make the offsets and credits specified in the Net Billing Agreements
whether or not the Project is completed, operable, or operating and notwithstanding the suspension,
interruption, interference, reduction or curtailment of the Project output. Such offsets and credits are
not subject to reduction and are not conditioned upon the performance or nonperformance by the
Supply System or Bonnevnic or any other Participant under the Net Billing Agreements or any other
agreement or instrument.

Payument

Each Participant is obligated to pay the Supply System on a monthly basis its Participant's Share
of the Supply System's annual expenses incurred in connection with the operation of the Project.
Each month's payments will be based on the amount of net billing credit received by the Participant
'during the preceding month on its Bonneville bilhngs. If the credits received from Bonneville are less
than the Participant's Share of expenses for a Contract Year, the Participant is nevertheless obligated to
pay such Share.i

Bonneville has entered into net billing agreements with all of the Participants in connection with
. the Supply System's Nuclear Projects Nos.1 and 3 and the Trojan Project. Pursuant to the Net Billing'

Agreements, Bonneville will offset the amounts it owes under the Net Billing Agreement and all other
net billing agreements which it may have in effect with each Participant against the sum of the amounts
that such Participant may owe Bonneville for power and cerain services, in the proportion that the

. amount specified in the current Billing Statement bears to the sum of the amounts to be paid by Bonne-
!

ville under all such agreements for that Contract Year. Each Net Billing Agreement provides that
Bonneville and the Participant shall not enter into any agreements providing for payments to the
Participant by Bonneville which Bonneville estimates will cause the aggregate of Bonneville's billings
to the Participant to be less than 115 percent of the Bonneville net billing obligations to the Participant
under all agreements providing for net billing.

!
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If Bonnevdle h unable to net bill the amounts to be paid to the Supply System because the dollar
J. obligations due Bonneville from a Participant are or are expected to be insufficient to offset Bonneville's i

! dollar obligations to such Participant, Bonneville will use its best efforts to arrange for a voluntary I

assignment of all or a portion of the Participant's Share to the extent required to eliminate the
,

insufficiency, and the Participant shall make any such assignment so arranged. The other Participants |
will have the first right to accept such assignment, pro rata among those exercising such right, before
such an assignment is made to a customer who is not one of the Participants. If Bonneville is unable
to arrange for such an assignment, the Participant will make such assignment to the other Participants,
who are obligated to accept it, pro rata, provided that the sum of such assignments to a Participant
shall not, without its consent, exceed either 25% of the Participant's Share of Project Capability or its

; estimated net billing capability.
|

If all or a portion of the Participant's Share is assigned as described above, the Participant will
remain liable to pay the purchase price for its Participant's Share in accordance with its Net Billing

1

Agreement as if such assignment had not been msje. Such liability of the Participant will be discharged
'

only to the extent that the assignee of all or a portion of the Participant's Share pays to the Supply System,

the purchase price for the Participant's Share so assigned.

If assigenents cannot be made in amounts sufficient to bring into balance the respective dollar obliga-
tion of Bonneville and the Participant and an accumulated balance in favor of the Participant from a

: previous Contract Year is expected by Bonneville to be carried for an additional Contract Year, such
balance and any subsequent monthly net balances that cannot be net billed will be paid in cash to the
Participant by Bonneville, subject to the availabdity of federal appropriations for such purpose.

>

{ Bonneville has indicated to the Supply System and the Participants that it will pay in cash from
amounts expected to be available in the Bonneville Power Administration Fund any costs billed the
Participants which are not paid through net billing credits. (See section entitled " Security for the Bonds.")7

If Bonneville is unable to satisfy its obligation to an affected Participant by net billing, assignment,

or cash payment and determines that this will continue for a significant period, the affected Participant may
direct that all or a portion of the energy associated with its Participant's Share be delivered by the Supply
System for the Participant's account at a specified point of delivery, either for the expected period of
such inability or the remainder of the term of the Net Billing Agreement, whichever is specified by the
Participant when it elects to have such energy delivered to it. De amount of energy delivered will be '

i limited to the amount of the Participant's Share for which payment by Bonneville cannot be made. De
Participant's obligation to assign its Participant's Share to Bonneville and Bonneville's obligation to make
payments to the Participant will then be appropnately modified.

T==a de.

If the Project is ended pursuant to Section 15 of the Project Agreement, as described below, Supply.

System will give notice of termination of each Net Billing Agreement effective upon the date of termina-
tion of the Project Agreement. Supply System shall then terminate all activities relating to construction
and operation of the Project and shall undertake the salvage and disposition or sale of the Project as
provided in the Project Agreement. After such termination, the Supply System will make monthly
accounting statements to Bonneville and each P-%.-t of all costs associated with such termination. .

The monthly accounting statements will credit against such costs all amounts received by the Supply
System from the disposition of Project assets. Such monthly accounting statements will continue until
all Project Bonds are paid or funds are set aside for such payment. If the monthly accounting statements',

show that such costs exceed such credits, the Participant will pay its portion of such excess costs to the
Supply Syeem. The payments will be made at times and in amounts sufficient to discharge on a current
basis the Participant's Share of the amount which the Supply System is required to pay into the various

I funds provided in the Project Bond Res@ tion for debt service and an other purposes.
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Event et Dodsak )
The Participant's Share of the Project Capability purchased by the Participant from the Supply System

and assigned to Bonneville will be automatically increased for the remaining term of the Net Billing
Agreement pro rata with that of other nondefaulting Participants if, and to the extent that, one or
more of the Participants is unable, fails, or refuses for any reason to perform its obligations under its
Net Billing Agreement; provided however, that the sum of such increases for each Participant, without
its consent, may not exceed an accumulated maximum of 25% of its Participant's Share nor shall
any such increase cause the estimate of the payments to be made by the Participant to the Supply
System to exceed the estimate of Bonneville's billings to the Participant for power and certain services

4

during the period of such increase.

Participant's Rate Covenant and Soerces of Payments

No Participant will be required to make payments to the Supply System under its Net Bdling
Agreement except from revenues derived from the ownership and operation of its electric utility properties
and from payments by Bonneville under such Agreement.

,

The Participant covenants that it will establish, maintain and collect rates or charges for power and
energy and other services, facilities and commodities sold, furnished or supplied by it through any of its

,

electric utility properties which shall be adequate to provide revenues sufficient to enable the Participant
to make the payments to Supply System pursuant to its Net Billing Agreement and to pay all other charges
and obligations payable from or constituting a charge and lien upon such revenues.

,

'

Modi 8eationof Agreement

The Net Billing Agreements shall not be amended, modified or otherwise changed by agreement of
the parties in any manner that will impair or adversely affect the security afforded by its provisions for g

F
the payment of the principal, interest and premium, if any, on the Bonds.

Eshbits
'Ibe Exhibits described below are an integral part of the Net Billing Agreements.

Exhibit A- A list of the Participants and their respective Participant's Shares.
;

I Exhibit B - Description of the Project.

ExhibitC-Contractual provisions required by Statute or Executive Order and relating to
Contract Work hours and safety standards, convict labor, equal opportunity employment and the
interest of a member of Congress. Under the provisions of Executive Order 11246 of September 24,
1965 and the Rules and Regulations and relevant Orders of the Secretary of Labor thereunder, the
Supply System has been granted a limited exemption from the cancellation, termination, and
suspension provisions in the event of non-complisnce with the Equal Opportunity Clause contained
in the Net Billing Agreements, by the Director, Office of Federal Contract CompEance, U. S.
Department of Labor.

,.

THE PROFECT AGREEMENT

The Supply System and Bonneville have entered into the Project Agreement. That Agreement,
,

among other things, provides standards for the design, licensing,8aancing, ccastruction, fueling, operation|
and maintenance of the Project, and for the making of any replacements, repairs or capital additions
thereto. A summary of some of the provisions of the Project Agreement follows. A copy of the Project
Agreement may be obtained from the Supply System.

-

u

!

;

I

I

-. , - - - - . -_. - . . ,- - . - .- .--.. . - - _ . _ _ _ _ _



- _ . . . , . - .

- Teus

'Ihe Agreement became effective upon its execution and delivery and will terminate when the Project
is terminated as provided in Section 15 of the Agreement.

.

Section 15 provides that the Project shall terminate and the Supply System shall cause the Project
ta be salvaged, discontinued, decommissioned and disposed of or sold in whole or in part to the highest
bidder or bidders, or disposed of in such other manner as the parties may agree when:

(a) Supply System determines it is unable to construct, operate, or proceed as owner of the
Project due to licensing, financing, or operating conditions or other causes which are beyond its
control.

(b) The parties determine the Project is not capable of producing energy consistent with'

Prudent Utility Practice or, if the parties disagree, the Project Consultant so determines, or

(c) Bonneville directs the end of Project pursuant to the provisions of Section 11(a), which
provide that if the estimated cost of a replacement or repair or capital addition required by a gov-
ernmental agency exceeds 20 percent of the then depreciated value of the Project, Bonneville may
direct that the Supply System end the Project.

Design, Deensing and Constreetion of the Project

The Supply System will among other things (1) perform its duties and exercise its rights in
accordance with Prudent Utility Practice; (ii) use its best efforts to obtain all licengs, permits and other
rights and' regulatory approvals necessary for the ownership, construction, and operation of the Project;
(iii) construct the Project in accordance with Prudent Utility Practice; and (iv) use its best efforts,

to schedule the Date of Commercial Operation as near as possible to September 1,1977.

Bonneville will use its best efforts to construct, operate and maintain the necessary facilities
, to interconnect the Project with the Government's transmission grid so as to be ready to receive the
j Project's generation on or before the initial test and operation of the Project.

j
In the Project Agreement " Prudent Utility Practice" at a parucular time means any of the practices,

methods and acts engaged in or approved by a sigmficant proportion of the electrical utility industry,

prior to such time, or any of the practices, methods, and acts which, in the exercise of reasonable judg-
ment in light of the facts known at the time the decision was made, could have been expected to accom-
plish the desired result at the lowest reasonable cost consistent with reliability, safety and expedition.In
svaluating whether any act or proposal conforms to Prudent Utility Practice, Bonneville, the Supply

i

System and any Project Consultant shall take into account the objective to integrate the entire Project
Capability with the hydroelectric resources of the Federal Columbia River Power System and to achieve
optimum utilization of the resources of that system taken as a whole, and to achieve efficient and
economical operation of that system.

Financing

'Ibe Supply System will use its best efforts to issue and sell Project Bonds to Anance the cost of
, the Project and the completion thereof, as such costs are defined in the Project Bond Resolution, and to
|

Anance the cost of any capital additions, renewals, repairs, replac or modifications to the Project;
provided, however, that such Project Bonds may then be legally issued and sold.

All Project Bond Resolutions are subject to approval by Bonneville, and Bonneville has approved
the Resolution and the Supplemental Resolution.

25
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Badgets

Construction Budgets and Annual Budgets will be prepared annually. The Construction Budgets
and the Annual Budgets and any revision thereof are to be submitted to Bonneville and are subject to its
approval. In the absence of any objection by Bonneville a budget will become effective within 30 days,
in the case of the Construction and Annual Budgets, and within 7 days in the case of any revision thereot

A monthly Construction Budget report shall be prepared by the Supply System and filed with Bonne-
ville showing by major plant accounts or contracts, the cumulative amounts committed and expended to
the date of each such report.

Costs incurred by the Supply System in an emergency or to protect the safety of the Project or the
public shall be added to the Annual Budget as irrurred.

J

All accounts shall be kept so as to permit conversion to the system of accounts prescribed for electric
utilities by the Federal Power Commincian.

Operation and Maintenamee

The Supply System will operate and maintain the Project in accordance with Prudent Utility Prac-
tice and the requirements of government agencies having junsdiction.

'

Bonds for R-;" ' , Repairs and Capital Additions

If in any Contract Year the amounts in the Annual Budget for renewals, repairs and replacements
and for capital additions and betterments necessary to achieve design capability or required by
governmental agencies (" Amounts for Extraordina:y Costs"), whether or not such amounts are costs
of operation or costs of construction, exceed the amount of reserves, if any, maintained for such j
purpose pursuant to the Project Bond Resolution plus the proceeds of insurance, if any, available by
reason of loss or damage to the Project, by the lesser of:

(1) $3,000,000 or

; (2) an amount by which the amount of Bonneville's estimate of the total of the net billing
credits available in such Contract Year to the Participants and the amounts of such reserves and
insurance proceeds,if any, exceeds the Annual Budget for such Contract Year exclusive of Amounts
for Extraordinary Costs,

l;
Supply System will, in good faith, use its best efforts to issue and sell Project Bonds to pay such excess.

Bonneville's Approval and Project Consultant

If any proposal or item subject to approval by Bonneville is disapproved by Bonneville and an
, alternative proposal or item is suggested by Bonaeville, Supply System will either adopt such suggestion
! or, within seven days after receipt of such disapproval, appoint a Project Consultant =~;eble to

Bonneville to review the proposal or item. Proposals or items found by the Project Consultant to be
consistent with Prudent Utility Practice shall become immediately effective. Proposals or items found
by the Project Consultant to be inconsistent with Prudent Utility Practice shall be modified to conform
to the recommendation of the Project Consultant or as the parties otherwise agree and shall become
effective as and when modified. If any proposal or item referred to the Project Consultant has not been
resolved and will affect the continuous operation of the Project, Supply System shall continue to operate,

! the Project and may proceed with the item as proposed by Supply System, or as proposed by Bonneville,
or as modiaed by mutual agreement of Supply System and Bonneville. If the Supply System proceeds'

|
26

|
|

|
. _ _ _ _ ___ _ .________. __ ___ .- _ _ . . . , ,_ _ _ _ _ _ _ . _ . . _ , _ . - . -. _.



with the item as proposed by it, and the item is determined by the Project Consultant to be inconsistent
with Prudent Utility Practice, Supply System shall bear any net increase in the cost cf construction or
operation of the Project resulting from such item without charge to the Project to the extent such item |
b found by the Project Consultant to be inconsistent with Prudent Utility Practice.

Exhibits

De Exhibits described below are an integral part of the Project Agreement.

Exhibit A-Description of the Project.

Exhibit B--Contractual provisions required by Statute or Executive Order. Under the pro-
visions of Executive Order 11246 of September 24,1965 and the Rules and Regulations and relevant
Orders of the Secretary of Labor thereunder, the Supply System has been granted a limited exemp-
tion from the cancellation, termination, and suspension provisions in the event of non-compliance
with the Equal Opportunity Clause contained in said Agreement by the Director, Office of Federal
Contract Compliance, U. S. Department of Labor.

DESCRIPTION OF 1975 A BONDS AND CERTAIN
PROVISIONS OF THE RESOLUTION AND SUPPLEMENTAL RESOLUTION

The following summary is a brief outline of certain provis:ons contained in the Resolution and the
Supplemental Resolution and is not to be considered as a full statement thereof. His summary is qualified
by reference to and is subject to the Resolution and the Supplemental Resolution, copies of which may
be examined at the principal of5ces of the Supply System, the Bond Fund Trustee and the Paying Agents
for the 1975 A Bonds,

ne Bonds and the 1975 A Bonds

The Resolution creates and establishes an issue of Bonds of the Supply System which may be
issued from time to time to pay the Cost of Construction of the Project and to establish reserves as therein
provided. The 1975 A Bonds are part of such issue.

The 1975 A Bonds will be dated March 1,1975; principal and semi-annual interest (January 1
and July 1) on coupon 1975 A Bonds and principal on registered 1975 A Bonds will be payable at the
option of the holder at Seattle-First National Bank, Seattle, Washington, Continental Illinois National
Bank and Trust Company of Chicago, Chicago, Illinois, and The Bank of New York, New York, New
York. Payment of interest on fully registered bonds will be made by Continental Illinois National Bank
and Trust Company of Chicago, Chicago, Illinois, which has been appointed the Bond Fund Trustee.
The definitive 1975 A Bonds will be issued in coupon form in the denomination of SS,000, registrable
as to principal only, and in fully registered form in the denomination of $5,000 or any multiple thereof.
Coupon 1975 A Bonds and fully registered 1975 A Bonds are interchangeable.

The 1975 A Bonds will mature in the years and amounts and bear interest at the rates per annum
shown on the cover page l'ereof. The 1975 A Bonds maturing on July 1,1999 and July 1,2012 will have
the benefit of a Bond Retirement Account to operate at the times and in the amounts set forth below. I

(Res. Secs. 4.5,4.7; Supp. Res. Sec. 2).

Redemption: He 1975 A Bonds will be subject to redemption prior to maturity at the option of
the Supply System on and after July 1,1985, on at least 30 days' published notice, in whole at any time,
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or in part on any interest payment date in inverse order of their maturities and by lot within a maturity,
at the respective redemption prices (expressed as percentages of the principal amount) set forth below,
together with accrued interest to the date fixed for redemption:

Feded Dudas Which um-.d Redempees
Freces(see Desse todmein)

July 1,1985 to June 30,1990 ................ 103 %
July 1,1990 to June 30,1995 ................ 102
July' 1,.1995 to June 30,2000 ................ 101

100J ily 1, 2000 and thereafter . . . . . . . . . . . . . . . . . .

De Supply System further reserves the right to redeem prior to maturity, on at least 30 days' published
notice, (a) the 1975 A Bonds maturing on July 1,1999 and on July 1,2012, in part on any interest -

payment date on and after January 1,1995 and on and after January 1, 2000, respectively, upon
payment of the principal amount thereof from sinking fund installments as described below and (b)
the 1975 A Bonds maturmg on July 1,2012 in part on any interest payment date on and after July 1,1983

-

upon payment of 101% of the principal amount thereof, from excess construction fund proceeds, in
each case together with accrued interest to the date fixed for redemption.

He Supply System also reserves the right to redeem the 197$ A Bonds at any time prior to maturity,
on at least 30 days' published notice, in whole at any time, or in part in inverse order of their maturities
and by lot within a maturity, on any interest payment date, from proceeds received from the sale or
disposition of property or in the event the Project is termmated as provided in the Project Agreement,
upon payment of the principal amount thereof together with accrued interest :o the date fixed for
redemption. (Res. Sec. 5.3; Supp. Res. Sec. 3).

Sinking Fund Installments: The 1975 A Bonds due July 1,1999 are to be retired by mandatory
sinking fund installments accumulated in the Bond Retirement Account in the Bond Fund in amounts
sufficient to redeem on July 1 of each year, at the principal amount thereof, the principal amount of such
Bonds specified for each of the years shown below:

war A - --*

1995 $2,595,000...........

1996 ........... 2,775,000

1997 2,970,000 -
...........

1998 3,205,000...........

1999 3,455,000...........

De 1975 A Bonds due July 1,2012 are to be retired by mandatory sinking fund installments ac-
cumulated in the Bond Retirement Accouut in the Bond Fund in amounts suilkient to redeem on July l'
of each year, at the principal amount thereof, the principal amount of such Bonds specified for each of the1

years shown below:
,

A ====* Year Amesmet
Year

2000............ $3,635,000 2007............ $6,245,000
'

2001....... .... 4,005,000 2008 ............ 6,690,000

2002.......... . 4,320,000 2009 ............ 7,210,000

2003............ 4,570,000 2010............ 7,805,000

2004............ 4,975,000 2011 ............ 8,390,000

2005............ 5,340,000 2012......... .. 9,060,000

2006............ 5,755,000

1s

e
,
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The smkmg fund installments for the 1975 A Bonds due July 1,1999 and due July 1,2012 may be~

applied to the redemption of such Bonds on July 1 of each of the above years or on the immediatelypreceding January 1.

(Supp. Res. Sec. 2).

Subsequent Series of Bonds

The Supply System covenants to issue additional series of Bonds to the extent required to pay the
Cost of Construction of the Project and to establish the reserves required by the Resolution to the extent
such reserves are not funded from other sources. Such Bonds may be issued upon compliance with thefollowing principal conditions: (

(1) There shall have been delivered to the Supply System a certificate of the Bond Fund
Trustee that no default exists in the payment of principal and interest on any outstanding Bond, and
there has been delivered to the Bond Fund Trustee a certificate of the Secretary of the Board of
Directors of the Supply System that the Net Billing Agreements and Project Agreement are in full
force and effect and have not been amended in any manner adversely affecting the Supply System and
the holders of the Bonds.

(2) Such Bonds shall be either serial or term bonds or a combination thereof, with the final
maturity date to be July 1,2012.

(3) The Construction Engineer shall certify as to the amount expended for, and the amount
remaining available to pay, Cost of Construction and the times funds will be required to pay such
Cost, and, if the estimated Cost of Construction has increased, give a statement of the reasons for
such increase. (Res. Sec. 3.4).

'

Additional ladebtedness Other than Bonds

The Supply System may also issue additional bonds ranking on a parity with the Bonds and
secured by an equal charge and lien on the revenues of the Project (" additional bonds") for thefollowing purposes:

(1) to comply with an order of any governmental agency with authority to issue, make or
in, force an order or decision requiring the installation of additional facilities or modifications at or
en

the Project;

(2) to comply with requirements of the Project Agreement for the issuance of additional
bonds (see " Bonds for Replacements, Repairs and Capital Additions" under " Project Agree-ment" above);

(3) to refund at any time any Bonds or additional bonds.

The Supply System may not issue any adc'Monal bonds unless prior to or simultaneously with
the issuance of such bonds the Supply System has in effect valid written contracts for the sale of
capability, power and energy of the Project which, in the opinion of the Supply System and of the
Consulting Engineer to the Supply System, will produce revenues at least suf5cient to enable the
Supply System to meet all of its obligations under the Resolution. Such contracts (1) must be for terms
extending at least to the final maturity date of the Bonds, (2) unless such contracts are with the

Engmeer, have the ability and financial responsibility to meet their obligations under such contracts, parties to the Net Billing Agreements, must be with purchasers which,in the opinion of the Consultingf

and (3) must contain terms with respect to payments for Project capability, power and energy and the
items of annual power costs to be included in the price for such project capability, power and energy
chich are not less favorable to the Supply System than the terms of the Net Billing Agreements.

Additional bonds may be either serial or term bonds or a combination thereof, with the final
maturity date to be July 1, 2012, or if the service life of the facilities being financed extends beyond
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July 1, 2012, o later date which is not later than the expi
fund is to be created and payments into such bond fund f
are to commence within 5 years from the date thereof or in thration of such service life. A separate bend
when payments with respect to the retirement of the refund d Bor the retirement of such additional bondse case of refunding bonds, at the time

,

required if such Bonds or additional bonds were not refundede

onds or additional bonds would bebonds or revenues of the Supply System available at the ti. From the proceeds of sale of additional

reserve account in such bond fund, and such account is to bmum amount of interest to become due on such bonds in any six mo thme of issuance, an amount equal to the maxi-
that such amount, in the case of refunding bond

- n
period is to be deposited in the

e maintained at such amount; providedBonds or additional bonds are no longer deemed outstandis, may be so deposited at the time when the refunded
ng. (Res. Sec. 9.6).

Construedom Fond; Appliendom of BonL Proceeds

Construction Fund (the " Construction Fund") and a Co tThe Resolution establishes a Washington Public Power Supply System Nuclear Project No. 2therein, to be held by the Construction Fund Tr
ns ruction Interest Account and Fuel Accountof Chicago is Construction Fund Trustee under the Resolutionustee. Continental Elinois Bank and Trust Company .

The proceeds of sale of the 1975 A Bonds will be applied
.

1977, will be credited to the Construction Interest Acco(a) An amount equal to the interest on the 1975 A B
as follows:

unt in the Construction Fund.onds from their date to September 1,to September 1,1977 on the Bonds heretofore issBonds.)
ued was capitahzed from the proce(eds of suchThe interest

(b) 'Ibe sum of $2,382,000 will be credited to th F l
(c) The balance of 1975 A Bond proceeds will be dep it d iue Account in the Construction Fund.

e

os e
n the Construction Fund.The proceeds of sale of subsequent series of Bonds will be appli d

to the Construction Interest Accoun:in the Constru ti(a) An amount equal to the interest on such Bond t
e asfollows:

I
c on Fund.s o September 1,1977, will be credited

if any, as the Supply System determines.(b) The Supply System will credit to the Fuel Accou t i
n n the Construction Fund such amounts,

(c) The balance of the Bond proceeds will be deposit d i
n the Construction Fund.

e

tingency Fund requirements are not provided fThe Resolution provides that if working capital and the R
or by September 1,1977, through revenues receivedeserve Account and Reserve and Con-pursuant to the Net Billing Agreements, such amounts will b

Includes costs of constructing and acquiring the ProjectMoneys in the Construction Fund are to be used to pay Coste provided from Bond proceeds.
..

of Construction of the Project, which
ing services and admmistrative and overheadproperty and Fuel, trustees' and paying agents' fees taxes and i, obtaining permits and licenses and acqumng,

expenses of the Supply System allocable to the acquisitionsurance premiums, the cost of engineer-
.

and construction of the Project.

The cost of acqumng Fuel will be paid from the Fu l A
s

Moneys in the Construction Interest Account'in the Constr
n

e ccount.

on the Bonds to September 1,1977. Whenever moneys in th Cuction Fund will be used to pay interest
the Construction Fund to the Construction Interest Accquate to meet interest payments, amounts necessary to meet the d fi ie onstruction Interest Account are inade-

e c ency are to be transferred from

the Construction Fund, including, among others certific tThe Resolution prescribes certain procedures designed to s f
ount.

a es by the Construction Engineer and a detaileda eguard payments or transfers fromitemization by the Supply System of the amo,

unts to be paid and the purposes thereof.. .
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Moneys remaining in the Construction Fund after payment of all Cost of Construction and after
required payments,if any, to the Revenue Fund, Reserve Account and to the Reserve and Contingency
Fund are to be transferred to the Bond Retirement Account. (Res. Secs. 6.8-6.13, 7.1; Supp. Res.

Sec.5).

Other Funds Established by the Resolution; Flow of Revenues

The Resolution also establishes a Washington Public Power Supply System Nuclear Project No. 2
Rev nue Fund, Bond Fund (including an Interest Account, a Principal Account, a Bond Retirement
Account and a Reserve Account), Fuel Fund and Reserve and Contingency Fund. All such funds are
to be held by the Supply System, except for the Bond Fund, which is to be held by the Bond Fund Trustee.

Revenue Fund: The gross revenues derived by the Supply System from its ownership and operation
cf the Project are to be paid into the Revenue Fund. Moneys received prior to September 1,1977,
or the Date of Commercial Operation, whichever is earlier, under the Net Billing Agreements will be
tv.xlited to a Prepayment Account in the Revenue Fund. Bonneville and the Supply System have agreed
thit if the Project does not commence commercial operation prior to September 1,1977, an amount at least
cqual to one-half of the maximum annual interest on the Bonds issued prior to September 1,1977, plus
$6,000,000 will be included in the Annual Budget for the Project for the period January 1 to September
1,1977. Such amount will be credited to the Prepayment Account and used, first, to deposit in the
Bond Fund for credit to the Reserve Account, the amount required to establish such Account in the
amount required by the Resolution; second, to deposit $3,000,000 in the Reserve and Contingency
Fund and, third, to provide $3.000,000 for working capital for the Project. Additional working capital
may be provided by mutual agreement between the Supply System and Bonneville. Moneys in the Revenue
Fund are to be used for the purpose of making required payments into the Bond Fund and any special
funds for additional bonds, paying for the costs of operating and maintaining the Project, making required
payments into the Fuel Fund and the Reserve and Contingency Fund, making repairs, renewals, replace-
ments, additions, betterments and improvements to, and extensions of, the Project, and paying all other
charges or obligations against such revenues. (Res. Sec. 6.1).

Bond Fund: From the gross revenues theretofore paid into the Revenue Fund, the Supply System
is to pay monthly into the Bond Fund, for the credit of the Interest Account and the Principal Account,
respectively, fixed amounts sufficient in the aggregate to pay the principal of and interest on the
Bonds as the same become due and payable. Payments to the Interest Account will commence on
September 25, 1977. Prior to that date the Construction Fund Trustee will transfer from the
Construction Fund to the Bond Fund Trustee amounts sufficient to pay each installment of interest
on the Bonds.

Monthly payments to the Principal Account are to commence not later than September 25,1977,
and be sufficient to pay outstauaing serial Bonds as they mature.

Beginning July 25, 1994, the Supply System is also obligated to pay monthly into the Bond
Retirement Account amoun;s sufficient in the ai;gregate to redeem the 1975 A Bonds maturing
July 1,1999 and July 1,2012 in the principal amounts and at the times specified under the subcaption
" Sinking Fund Installments" under "The Bonds and the 1975 A Bonds". Such amounts are in addition
to the amounts required or to be required to be paid into the Bond Retirement Account to redeem the
terms bonds of other series of Bonds in the principal amounts and at the times specified in the resolutions
cuthorizing such Bonds. Moneys in the Bond Retirement Account are to be applied by the Bond Fund
Trustee to the purchase or redemption of outstanAng Bonds.

There is required to be paid into and maimained in the Reserve Account for each series of Bonds
outstanding, an amount equal to the largest amount of interest on such Bonds during any six month
period from the date of such Bonds to the final maturity date thereof. By September 1,1977, or the
Date of Commercial Operation, whichever is earlier, the Supply System will deposit the required amount
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in the Reserve Account either from Bond proceeds or amounts received under the Net Billing Agree-
ments and deposited in the Prepayment Account. The Supply System is required to maintain the required
amount in the Reserve Account at all times thereafter by additional payments from the Revenue Fund.
If any Bonds are issued after September 1,1977, or the Date of Commercial Operation, whichever is
earlier, the additional amount required to be deposited in the Reserve Account shall be deposited therein
from Bond proceeds or revenues available therefor at the time of issuance of the Bonds. (Res. Sec. 6.2).7

Fuel Fund: Begmning on the Date of Commercial Operation, all payments for Fuel will be made
from the Fuel Fund. After the Date of Commercial Operation, after making the required payments into
the' Bond Fund and into any separate bond fund for additional bonds and after paying the reasonable
and necessary costs of operating and maintaming the Project, including tax:s or payments in lieu thereof,
the Supply System will transfer to the Fuel Fund the following amounts:

(1) the amount included in the Annual Budget for Fuel,

(2) all amounts received as Fuel credits, including the proceeds of the sale of Fuel, and

(3) any additional amounts =~a==ry to avoid a 6% in the Fuel Fund. (Res. Sec. 6.4).

Reserve and Contingency Fund: On or before September 1,1977, or the Date of Commercial
Operation, whichever occurs earlier, the Supply System will deposit in the Reserve and Contingency
Fund tne sum of $3,000,000 from the Prepayment Account, or, to the extent such moneys are not
available, from Bond proceeds. In September 1977, and in each month thereafter, the Supply System
is required to pay out of the Revenue Fund into the Reserve and ('- " 7=y Fund, after mahng the
required payments into the Bond Fund, any separate bond fund established for additional bonds and
the Fuel Fund, and after paying or making provision for payment of the reasonable and necessary cost
of operating and maintaining the Project, an amount equal to 10% of the aggregate of the amounts
required to be paid during such month into the Interest, Principal and Bond Retirement Accounts in g
the Bond Fund and into any special funds for interest, principal and bond retirements in respect of addi- f
tional bonds.

Moneys in the Reserve and Contingency Fund are required to be used to make up deficiencies in
the Bond Fund or in any bond funds established for additional bonds for which funds are not available,
respectively, in the Construction Fund or Reserve Account or in the construction fund or reserve account j

in respect of additional bonds. To the extent not required for any such deficiency, moneys in the
Reserve and Contingency Fund may be used after the Date of Commercial Operation for any one or
more of the following purposes:

(i) to pay the cost of renewals, replacements and normal additions to and extensions of the
Project; and

(ii) to pay extraordmary operation and maintenance costs, including extraordmary costs of
Fuel and the cost of preventing or correcting any unusualloss or damage (including major repairs)
to the Project. (Res. Sec. 6.5).

Investment of Funds: The term " Investment Securities" means (i) direct obligations of, or obliga-
tions guaranteed by, the United States of America; (ii) general obligation bonds of any state of the
United States rated by a nationally recogmzed bcnd rating agency in either of the two highest rating
categories assigned by such rating agency; (iii) bonds, debentures, notes or participation certificates
issued by the Bank for Cooperatives, the Federa! Intermediate Credit Bank, the Federal Home Loan-

Bank System, the Export-Import Bank of the United States, Federal Land Banks or the Federal National
Mortgage Association or of any agency of the United States or of any corporation wholly owned by the
United States; (iv) Public Housing Bonds or Project Notes secured by contracts with the United %tates or

~,

an agency thereof; and (v) time deposits and certhata of deposit of any member of the Federal Reserve

32
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System authorized to do business in the State of Washington, not ex eeding 29% of the capital stock
and surplus of such member. _ Moneys in the Revenue Fund not required for immediate disbursement
are to be invested in Investment Securities described in clauses (i) through (iv) above maturing or

tredeemable at or prior to the estimated time for the disbursement of such moneys. Moneys in the
Interest Account, Principal Account and Bond Retirement Account are to be invested in Investment
Securities described in clauses (i) through (iv) above maturing notlater than 2 days prior to the respective
dates when such moneys will be required for the purposes intended. Moneys in the Reserve Account |
not required for immediate disbursement are to be invested in Investment Securities described in clauses
(1) through (iv) above maturing or redeemable within 7 years from the date of investment. Moneys in

|

|the Fuel Fund and Reserve and Contingency Fund not required for immediate disbursement are to be W
invested in Investment Securities maturing or redeemable within 2 years and 7 years, respectively, from
the date of investrnent. Moneys in the Construction Fund are to be invested by the Constructon Fundi

Trustee in Investment Securities maturing or redeemable within 5 years of the date of investment. (Res.
~ Secs. 6.1, 6.7).

Excess Moneyst Prior to Septemb:r 1,1977 or the Date of Commercial Operation, whichever is
carlier, excess moneys (as hereinafter defined) in the R merve Account and the Reserve and Contingency
Fund shall be paid into the Construction Fund. luoneys and the value of Investment Securities in
the Reserve Account in excess of the amounts required to be maintained in the Reserve Account con-
stitute " excess moneys" in respect of such Account; moneys and the value of Investment Securities
in the Reserve and Contingency Fund in excess of $3,000,000 plus the commitments or obligations,

incurred by or the requirements of the Supply System for any of the purposes for which the Reserve
and Contingency Fund may be used constitute " excess moneys" in respect of such Fund.

|
If as of any June 30 following September 1,1977 or the Date of Commercial Operation, whichever

is carber, excess moneys exist in the Reserve end Contingency Fund or the Reserve Account, such
moneys shall be paid as follows:

(a) excess moneys in the Reserve and Contingency Fund shall be paid proportionately into!

the Reserve Account and the reserve account for any series of additional bonds to the extent of any
deficiency therein, and the balance of such excess moneys shall be paid into the Revenue Fund; and

(b) excess moneys exis'ing in the Reserve Account shall be paid proportionately into the
reserve account for any series of additional bonds to the extent of any % therein, and the
balance of such excess moneys shall be paid into the Revenue Fend.

If as of any June 30 following September 1,1977 or the Date of Commercial Operation, whichever
4

is earlier, there shall exist in the Revenue Fund, after giving effect to any transfer of excess moneys,

from the Reserve Account and the Reserve and Contingency Fund to such Fund, an amount which
exceeds the Supply System's required amount of working capital, the amount of such excess is to be'

applied to reduce annual power costs under the Net Billing Agreements. The " required amount of
working capital" shall be $3,000,000 or such lesser amount (not less than $2,000,000) or such greater

,

|
amount as may be decided upon by the Supply System and Bonneville with the approval of the Con- ~

sulting Engineer. In addition, if the Supply System and Bonneville agree, all or any part of such1

excess over required vvorking capital may be applied to the making of repairs, renewals, A-ents,
additions, betterments and improvements to, and extensions of, the Project, the purchase or redemption
of Bonds, or for other purposes in connection with the Project. (Res. Secs. 6.2,6.5,6.6).

i
t

Certain Covesamts

Certah covenants of the Supply System with the holders of the Bonds and the holders of additional
,

bonds are - drad as follows:,

1
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ne Profect: The Supply System will, subject to the Project Agreement, complete construction of
the Project at the earliest practicable time, operate the Project efliciently and at reasonable cost, maintain
the Project in good condition and comply at all times with the terms of any licenses for the Project.
(Res. Sec. 9.1).,

Rates: The Supply System will dispose of all capability of'and power and energy from the Project -
solely for the benefit and account of the Project and pursuant to the provisions of the Net Billing Agree-

| ments; and the Supply System will maintain and collect rates and charges for capability, power and energy
and other services, facilities and commodities sold, furnished or supplied through the Project, which will
be adequate, whether or not the generation or transmission of power by the Project is suspended, inter-
rupted or reduced for any reason whatever, to provide revenues sufficient, among other things, (i) to pay+

the expenses of operating and maintaining the Project, (ii) to make the required payments into the Bond
Fund and any special funds for additional bonds, and (iii) to make the required payments into the Fuel -
Fund and Reserve and Contingency Fund. (Res. Secs. 9.2,9.3).

i Net Billing Agreements and Profect Agreement: He Supply System will not consent voluntarily
to any amendment or rescission of the Project Agreement or the Not Billing Agreements or take any
action under or in connection with such agreements which will reduce the payments provided for therein
or which will in any manner impair or adversely affect the rights of the Supply System or of the

i bondholders. (Res. Sec. 9.4).

Disposition of Properries: The Supply System will not seu, mortgage, lease or otherwise dispose of
,

any properties of the Project unless (a) simultaneous provision is made for the retirement in full of the
Bonds and any additional bonds or (b) the properties to be disposed of are unserviceable, inadequate,
obsolete or no longer required for use in connection with the Project, in which case $50,000 of the

3

moneys received therefor are to be transferred to the Reserve and Contingency Fund and the balance3

is to be paid proportionately into the Bond Retirement Account and bond retirement accounts created
for additional bonds, unless such disposition is in connection with the replacement of such properties
or the disposition of Fuel, in which case all moneys received from such disposition are to be transferred

i to the Reserve and Contingency Fund or the Fuel Fund, respectively, or (c) the transfer of such
j properties in whole or in part is by operation of law, in vluch case moneys received therefor are to be

paid proportionately into the Bond Retirement Account and bond retirement accounts for additional
bonds. (Res. Sec. 9.7).,

Inrurance: The Supply System will keep the Project insured, to the extent such insurance is avail-
able at reasonable c- ;: against riAs of direct physical loss, damage to, or destruction of, the Project, at

i least to the extent that similar insurance is usually carned by private utility corporations operating like
properties, and against accidents, casualties or negligence, including liability insurance and employer's

; liability.

In the event that any loss or damage to the properties of the Project occurs during the period of
; construction the Supply System is to transfer the insurance proceeds, if any, in respect of such loss or

damage to the Construction Fund; any insurance proceeds received by the Supply S stem in respect of
*

such loss or damage occurring thereafter are to be transferred into the Reserve and Contingency Fund-

i or,in the case of insurance covering loss or damage to Fuel, to the Fuel Fund. (Res. Sec. 9.8).

! Books of Account: He Supply System will keep proper books of account, showing the Project as
a separate utility system,in accordance with the rules and regulations of the Division of Municipal Cor-
porations of the State Auditor's office of the State of Wa=W-tan and in accordance with the Uniform,

System of Accounts prescribed by the Federal Power enmminalan Such books of account are to be'

audited annually by a firm of independent certified public accountants of national reputation. Bond-,

[ holders may obtain copies of the annual financial statements showing the financial condition of the
Project and the annual audit report by sending a written request therefor to the Supply System. (Res.

! Sec. 9.9).
. 34
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consulting Engineer: The Supply System will retain a nationally s-; 2 --i independent consult-
ing cugineer or engineering firm to render continuous engineering counsel in the operation of the Project.

,

Is addition to his other duties, the Constiting Engineer shall prepare, not later than 18 months after the
Dite of Commercial Operation. and each 3 years thereafter, a report based upon a survey of the

;

Project and the operation and maintenance thereof. Each report is to show, among other thmgs, whether
thm Supply System has satisfactorily performed and complied with certain covenants in the Resolution.

i The Consulting Engineer is also required to report to the Bond Fund Trustee and the Supply System upon
i the economic soundness and feasibility of all contemplated renewals, replacements, additions, betterments

and improvements to, and extensions of, the Project involving the expenditure of $100,000 or more. <

The Consulting Engineer is also required to file annually a certific:2 with the Bond Fund Trustee
,

describing the insurance then in effect and stating whether or not such insurance complies with the|

requirements of the Resolution. In the event of any loss or damage in cxcess of $100,000, whether c-

not covered by insurance, the Consulting Engineer is to ascertam the amount of such loss or damage
and deliver to the Supply System a certificate setting forth the amo"at and nature of such loss or damage,
together with recommendations as to whether or not such loss or <lamar should be replaced. Copies

.

of any such triennial report, annual certificate as to insurance, or certificata in respect of any such loss'

or damage will be sent to bondholders filing with the Supply System wrina rquests therefor. (Res.
i Sec. 9.10).

Events of Defanitt Remedes
Under the Resolution, the happening of one or more of the following events constitutes an Event of

Def: ult: (i) default in the performance of any obligation with respect to payments into the Revenue
Fund; (ii) default in the payment of the principal of or default for 30 days in the payment of interest or
any smking fund installment on any Bonds; (iii) default for 90 days in the observance and performance
cf any other of the covenarts, conditions and agreements of the Supply System in the Resciution; (iv)'

I the sale or conveyance of any properties of the Project except as permitted by the Resolution or the
forfeiture through fault of the Supply System of any license, fr.mchise, permit or other privilege necessary
or desirable in the operation of the Project; and (v) certain events in connection with the bankruptcy,
insolvency or reorganization of the Supply System. (Res. Sec.11.1).

I In case an Event of Default has occurred which has not been cured, each trustee appointed by or

: pursuant to the provisions of the Resolution is required to exercise such of the rights and powers vested

| in it by the Resolution and use the same degree of care and skill in the exercise thereof as a prudent man
; would exercise or use in the circumstances in the conduct of his own affairs. (Res. Sec. 7.6).

If an Event of Default shall have occurred, and shall not have been remedied, the Bond Fund Trustee'

I.
or the holders of 20% in principal amount of the Bonds and additional bonds then outstarding may
declare the principal of all the Bonds and additional bonds and the interest accrued thereon to be
immediately due and payable, but such declaration may be annulled under certa:n circumstances.
(Res. Sec. I1.1).

After the occurrence of an Event of Default and prior to the curing of such Event of Default,
the Bond Fund Trustee may, to the ex:ent permitted by law, take possession and control of the Project
and operate and maintain the same, prescribe rates for Project capability or power sold or supplied;

through the facilities of the Project, collect the gross revenues resulting from such operation and'

perform all of the agreements and covenants contained in any contract which the Supply System is
then obligated to perform. Such gross revenues, after payment of operating expenses, shall be applied

| to the payment of principal of and interest on the Bonds and additional bords. After all sums then i

! due in respect of the Bonds and additional bonds have been paid, and after all Events of Default have |
been cured or secured to the satisfaction of the Bond Fund Trustee, the Bond Fund Trustee is recpred '

ts relinquish possession and control of the Project to the Supply System. (Res. Secs. 11.3, 11.4). )i

'Ihe Resolution empowers the Bond Fund Trustee to file proofs of claims for the benefit of the
holders of the Bonds in bankruptcy, insolvency, or reorgn=mtion picceedMgs and to institute suit

35
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for the collection of sums due and unpaid in connection with the Bonds, to enforce specific performanceI
of covenants contained in the Resolution or to obtain injunctive or other appropriate relief for the
protection of the holders of the Bonds. (Res. Sec. I1.4).

The holders of a majority in principal amount of the Bonds and additional bonds at the time
outstanding have the right to direct the time, method and place of conducting sny proceeding for any
remedy available to the Bond Fund Trustee, or exercising any trust or power conferred upon the
Bond Fund Trustee, but the Bond Fund Trustee must be provided with reasonable security and indem-
nity and also may decline to follow any such direction if it shall be advised by counsel that the action
or proceeding so directed may not lawfully be taken or if it in good faith determines that the action
or proceeding so directed would involve it in personal liability or that the action or proceeding so
directed would be unjustly prejudicial to the holders of Bonds or additional bonds not parties to such
direction. No bondholder has any right to institute suit to enforce any provision of the Resolution
or the execution of any trust thereunder (except to enforce the payment of principal or interest install-
ments as they mature), unless the Bond Fund Trustee has been requested by the holders of not less
than 20c/o in aggregate principal amount of the Bonds then outstanding to exercise the powers granted it
by the Resolution or to institute such suit and unless the Bond Fund Trustee has refused or failed,
within 60 days after the receipt of such request and after having been offered adequate security and

In the event the Bond Fund Trustee has failed or refusedindemnity, to comply with such request.
to comply with the aforesaid request, the Resolution provides for the creation of a " Bondholders'
Committee". (Res. Secs. 11.4, 11.5).

Amendments; Supplem ental Resolutions

Any amendment to the Resolution may be made by the Supply System with the consent of the
holders of 66M% in principal amount of the Bonds and additional bonds then outstanding and with the
consent of the holders of 66M% in principal amount of the outstanding Bonds and additional bonds
which are adversely affected by any amendment which does not equally affect all other outstanding |
Bonds and additional bonds, provided that no such amendment shall permit a change in the date of
payment of principal of or any instalhnent of interest on any Bond or additional bond or a reduction
in the principal or redemption price thereof or the rate of interest thereon without the consent of
each bondholder so affected. (Res. Article XII).

Without the consent of any holder of Bonds, the Supply System may adopt supplemental resolu-
tions: to authorize the issuance of subsequent series of Bonds or additional bonds; to add to the cove-
cants cf the Supply System contained in, or to surrender any rights reserved to or conferred upon
it by, the Resolution; to add to the restrictions contained in the Resolution upon the issuance of addi-
tional indebtedness; to confirm as further assurance any pledge under the Rcsolution of the revenues
of the Project or other moneys; otherwise to modify any of the provisions of the Resolution (but no
such modification may be effective while any of the Bonds are outstanding); or to cure any ambiguity
or correct any defect in the Resolution, provided that the Bond Fund Trustee shall consent thereto.

(Res. Article X).

REGISTRATION OF 11tE 1975 A BONDS
BY STATE AUDITOR

The 1975 A Bonds will be registered by the State Auditor of the State of Washington, and a
certi6cate of such registration signed by the State Auditor or a Deputy State Auditor will be endorsed
upon each 1975 A Bond in accordance with the provisions of Section 54.24.070 of the Revised Code
of Washington, made applicable to the Supply System by the Revised Code of Washington, Section

Such Section 54.24.070 provides,in part, that any revenue obligations after having been so43.52.3411.
registered and bearing such certificate shall be held in every action, suit or proceeding in which their
validity is or may be brought into question prima facie valid and binding obligations in accordance with

s ,

their terms.
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NEGOTIABLE INSTRUMEN13
The 1975 A Bonds and the interest coupons attached thereto are negotiable instruments to the

54.24.120 of the Revised Code of Washington.
extent provided by the provisions of Section

LIT 1GATION

There is no litigation pending or, to the knowledge of the Supply System, threatened, questioninghi
the corporate existence of the Supply System, the title of the officers of the Supply System to t e r;

respective offices, the validity of the 1975 A Bonds, the power and authority of the Supply Systemh
to issue the 1975 A Bonds, the validity of the Net Billing Agreements or the Project Agreement, t e
validity of any other proceeding taken or contract entered into by the Supply System which is in any
way related to the Project, or the power and authority of the Supply System to fix, charge and collect
rates for the sale of power, energy and capability from the Project as provided in the Resolution.

APPROVAL OF LEGAL PROCEEDLNGS

Alllegal matters incident to the Net Billing Agreements, the Project Agreement and the authorization
and issuance of the 1975 A Bonds are subject to the approval of Messrs. Wood Dawson Love & Sabatine,
Bond Counsel to the Supply System, and Messrs. Houghton Cluck Coughlin & Riley, Special Counsel

Copies of the opinions they propose to render are appended hereto asto the Supply System.
Exhibit IV.

TAX EXEMF110N

In the opinion of the above named Counsel, the interest on the 1975 A Bonds will be exempt irom
Federal income taxation under existing laws and regulations and specific rulings issued by the Internal
Revenue Service, dated November 18,1970 and November 30,1972.

MISCELLANEOUS

The references, excerpts and summaries contained herein of the Net Billing Agreements, the
Prcject Agreement and the Resolution do not purport to be complete statements of the provisions of
such documents and reference should be made to such documents for a full and complete statement
of all matters relating to the Bonds, the basic agreements securmg the Bonds and the rights and obligations
of the holders thereof.

The authorizations, agreements and covenants of the Supply Sy:; tem are set forth in the Resolution,
and ncither this Official Statement nor any advertisement of the 1975 A Bonds are to be construed as a
contract with the holders of the 1975 A Bonds. Any statements made in this Official Statement involving
m^tters of opinion or of estimates, whether or not expressly so identified, are intended merely as such
and not as representations of fact.

All of the information rel.'tive to the Pacific Northwest, Bonneville, Joint, Power Planning Council
and Pacific Northwest Utilities Conference Committee have been taken from sources deemed to be
reliable but are not guaranteed as to completeness or accuracy.

The delivery of this Official Statement has been duly authorized by the Supply System.

WASHINGTON Pusuc Powsm SUFFLY SYSTEM

f EDWIN W. TAYLOR
'

Secretary
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EXHIBIT I f
WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJEC'1 NO. 2

'Ihe Participants, their customers and gross revenues, and Participant's Shares of the Project capability.

Participant's
M73 te=*hatea Shere of

Freject
% uneness t'eney

parecipew
155 $ 27,169 .00016

Oty of Albion, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
City of Bandon, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,785 388.710 .00263
Public Utility District No.1 of Benton County, Washington . . . . . . . 16,121 5,111,529 .05350
Benton Rural Electric Association,1nc. . . . . . . . . . . . . . . . . . . . . . . 5,050 1,323,228 .00666

Big Bend Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . 4,380 2,033,780 .01610

Blachly-Lane County Cooperative Electric Association . . . . . . . . . 1,908 755,447 .00272

City of Blaine, Washingon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,213 254,413 .00185

Oty of Bonners Ferry, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,628 401,405 .00182

Oty of Burley, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,977 872,123 .00694

Oty of Canby, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,212 473,313 .0')090
597 199,021 .00054City of Cascade Locks, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Central Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . 5,656 1,477,539 .00586
City of Centralia, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,382 1,168,111 .00739

Central Lincoln Peoples * Utility District . . . . . . . . . . . . . . . . . . . . . . 17,997 6,321,978 .04017

City of Cheney, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,608 666,771 .00539

Public Utilit Dirtrict No.1 of Gallam County, Washington. . . . . . 10,413 3,009,330 .01769
Public Utilit District No. I of Gark County, Washington. . . . . . . . 57,672 15,106,080 .06151
Catskanie Peoples Utility District . . . . . . . . . . . . . . . . . . . . . . . . . 2,288 2,015,406 .01996

Gearwater Power Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,537 1,432,813 .00775

Columbia Basin Electr c Cooperative, Inc. . . . . . . . . . . . . . . . . . . . 3,102 1,067,072 .00673 ,

Columbia Power Cooperative Association, Inc. . . . . . . . . . . . . . . . . 1,304 468,909 .00143 '

Columbia Rural Electric Association, Inc. . . . . . . . . . . . . . . . . . . . 1,914 868,810 .00761
Consumers Power, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,523 2,688,341 .00453

Coos-Curry Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . 8,305 2,684,490 .01634
Town of Coulee Dam, Washington . . . . . . . . . . . . . . . . . . . . . . . . . 544 160,824 .00137

Public Utility District No.1 of Cowlitz County, Washington. . . . . . 29,704 11,504,144 .05525
91 18,150 .00019City of Declo, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Douglas Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . 5,355 1,296,211 .00363
574 183,381 .00218City of Drain. Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

East End Mutual Electric Co., Ltd. 321 67,254 .00033. . ............

CSy of Ellensburg. Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,068 1,086,842 .01028
Fall River Rural Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . 4,313 998,459 .00409(A)
Farmers Electric Co., Ltd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204 44,158 .00041

Public Utility District No.1 of Ferry County, Washington. . . . . . . . 1,427 496,275 .00171

Flathead Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . 4,188 882,728 .00370

City of Forest Grove, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,336 980,130 .00181
Public Utilit District No.1 of Franklin County, Washington. . . . . 10,421 3,033,105 .02370
Public Utili District No.1 of Grays Harbor County, Washington. 28,635 8,540,248 .03075

Harney El tric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . 1,632 999,123 .00719
711 414,990 .00504City of Heyburn, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Hood River Electric Cooperative of Hood River County, Oregon. . . 2,103 652,670 .00502
Idaho County Light & Power Cooperative Association, Inc.. . . . . . . 1,648 385,282 .00186

Oty of Idaho Falls, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,046 3,357,267 .02376
Inland Power & Light Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,802 3,188,311 .01222

Public Utility District No.1 of Kittitas County, Washington. . . . . . 1,217 337,982 .00220

(A) Fall River Rural Electric Cboperative, Inc. has temporarDy assigned its Participant's Share to Public UtDity
District No.1 of Snohomlah County, Washington.

(Continued on next page)
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Paredpant's
1973 Stadsdes Share of

Mcasemaners nevamens
Paredpane
Public Utility District No.1 of Klickitat County, Washington. . . . . .

5,999 $ 1,788,558 .01009
4,789 1,081,040 .00391

Kootenai Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . 7,654 2,019,895 .01452
Iane Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Public Utility District No.1 of Lewis County, Washington . . . . . . . .

15,716 .3,703,733 .02274

Lincoln Electric Cooperative, Inc. (Montana) . . . . . . . . . . . . . . . . . 1,632 528,653 .00255

1,358 372,6J2 .00202
Lost River Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . 6,659 1,866,175 .00820
Lower Valle Power & Light, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . 2,541 439,058 .00231
Public Utilit District No.1 of Mason County, Wuhington. . . . . . .
Public Utilit District No. 3 of Mason County, Washington. . . . . . . 12,373 2,898,635 .01446'

642 218,860 .00234
Town of McCleary, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . .

5,692 1,675,956 .01227
City of McMinnville, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,092 1,105,591 .00488
Midstate Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . 3,276 640,998 .00583
City of Milton-Freewater, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . 54 7,729 .00005
City of Minitioka, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,731 859,582 .002944

Missoula Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . .
1,867 381,692 .00236

City of Monmouth, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,110 283,461 .00149'

Nespelem Valley Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . 5,844 1,364,914 .00455
Northern Lights, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
N:rthern Wasco County People's Utility District . . . . . . . . . . . . . . .

2,519 516,771 .00051
1,027 207,370 .00190

Okanogan County Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . .
Public Utility District No.1 of Okanogan County, Washington. . . .

11,667 2,981,689 .01042
3,549 989,451 .00725

Orcas Power and Light Company . . . . . . . . . . . . . . . . . . . . . . . . . . .
Public Utility District No. 2 of Pacific County, Washington. . . . . . .

11,218 2,022,730 .01503
6,995 1,994,158 .02416

City of Port Angeles, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . 323 80,390 .00019
Prairie Power Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1,736 1,106,458 .00853
Raft River Rural Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . 2,195 588,330 .00301
Ravalli County Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . 9,532 2,686,624 .02761
City of Richland, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208 40,857 .00020
Riverside Electric Company, Ltd. . . . . . . . . . . . . . . . . . . . . . . . . . . 2,086 488,714 .00348
City of Rupert, Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1,988 494,773 .00262
Rural Electric Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,150 1,309,752 .00453

| Salem Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,277 359,886 .00170
Salmon River Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . 259,444 63,848,358 .07193
City of Seattle, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Public Utility District No.1 of Skamania County, Washington. . . . .

2,742 834,987 .00547

Public Utility District No.1 of Snohomish County, Washington. . . . 106,832
28,765,124 .15363

399 149,859 .00073
South Side Electric Lines, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,236 1,436,100 .00363
City of Springfield, Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 322 73,916 .00048
City of Sumas, Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,929 808,466 .00323j
Surprise Valley Electrification Corporation . . . . . . . . . . . . . . . . . . .

709 176,338 .00122
Tanne r Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,345 2,752,344 .01729
Tillamook Peoples' Utility District . . . . . . . . . . . . . . . . . . . . . . . . . .
Umatilla Electric Cooperative Association . . . . . . . . . . . . . . . . . . . . 4,883 1,826,413 .00036

1,101 267,900 .00204
Unity Light and Power Company . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,349 645,259 .00701

.'

Vera Irrigation District No.15 ............................
3,100 816,425 .00294

Vigilante Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . 1,967 397,753 .00328
Public Utility District No.1 of Wahkinkum County, Washington. . . 2,309 756,790 .00342
Wasco Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,672 673,833 .00182
West Oregon Electric Cooperative, Inc. . . . . . . . . . . . . . . . . . . . . . .

Tout. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 5 8,905 $230,778,352 1.00000
,

f
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FILE NO. SS-1119-NF1-TA

March 1,1975

Board of Directors
Washington Public Power Supply System
Richland,Washmston

Gendemen:

Subject: Summary Engineering Report
Washington Public Power Supply System

Nuclear Project No. 2 |

Presented herewith is a summary of our analyses, investigations and studies with respect to the
proposal by the Washington Public Power Supply System (the " Supply System") to issue $125,000,000
of its Washington Public Power Supply System Nuclear Project No. 2 Revenue Bonds, Series 1975 A (the

.

"1975 A Bonds"), for the purpose of paying certain cost of acquiring and constructmg a nuclear-fueled
electric generating plant with a nominal capacity of approxi:nately 1,100,000 kilowatts and related
facilities (the " Project"). The Supply System has issued a total caf $355,000,000 of its Washington Public
Power Supply System Nuclear Project No. 2 Revenue Bonds in three series, Series 1973 (the "1973

TheBonds"), Series 1974 (the "1974 Bonds") and Series 1974 A (the "1974 A Bonds").
present program provides that additional revenue bonds will be issued at later dates and in amounts
necessary to complete the construction of the Project and place it into operation.

The Supply System is a municipal corporation and a joint operating agency organized under the laws
of the State of Washington and has 21 members consisting of 18 public utility districts and 3 municipali-
ties, alllocated within the State of Washington. The Supply System owns and operates the Packwood Lake
Hydroelectric Project of 27,500 kVa of name plate capacity located in Lewis County, Washington, and,
the steam-electric generating plant of approximately 860,000 kilowatts located in Benton County,
Washington, known as the Hanford Project. Steam is provided to this latter project from a nuclear
reactor (the "New Production Reactor") owned and operated by the Energy Resources Development
Agency (the "ERDA"), a successor agency to the Atomic Energy Commission (the "AEC"), on its
Hanford Reservation near Richland, Washington. The Supply System issued $13,700,000 of Packwood
Lake Hydroelectric Project Revenue Bonds, Series of 1962 and 1965, to finance construction of the
Packwood Lake Hydroelectric Project and $122,000,000 of Hanford Project Electric Revenue Bonds,
Series of 1963, to finance construction of the Hanford Project. Each of these projects is a separate
utility system and the revenues of each are respectively pledged to the separate systems.

d0
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He Supply System is undertaking preliminary work on two additional nuclear generating facilities
designated as Washington Public Power Supply System Nuclear Project No.1 and Washington Public
Power Supply System Nuclear Project No. 3, which are, as is the Project, an integral part of Phase I
of the Hydro Hermal Power Program. He Supply System will have 100% ownership of Nuclear
Project No. I and 70% ownership of Nuclear Project No. 3. The Supply System's ownership share
of the output of these projects has been sold under net billing agreements similar to the Net Billing
Agreements for the Project. Each of these projects is a separate utility system and the revenues of each
are respectively pledged to each separate system.

In addition, the Supply System has undertaken preliminary 6nancing and preliminary work on two
additional nuclear generating facilities known as the Washington Public Power Supply System Nuclear
Project No. 4 and Washington Public Power Supply System Nuclear Project No. 5 and is investigating
the possibilities of its participation in nuclear generating facilities known as the Skagit Project to be
built by Puget Sound Power & Light Company. The Supply System anticipates that its ownership interest

,

in these Projects will be financed as a single utility system.,

,

no Project

The Project is located approximately 12 miles north of the City of Richland and 3 miles west
i of the Columbia River, in Benton County, Washington, on the Hanford Reservation of the ERDA.

He Project will include a nuclear steam supply system manufactured by the General Electric"

Company that will employ a boiling water reactor. The nuclear steam supply system will include the
necessary auxiliary systems required to control, contain and service the nuclear reactor core. Steam
will be supplied to the turbine at approximately 985 psia. After driving the turbine, the steam will be
exhausted into the condenser which is cooled with circulating water from mechanical draft cooling

,

towers. Water will be withdrawn from the Columbia River and suitably treated for use as makeup to
the cooling tower circulating system. A Westinghouse generator will be the main generating unit andi

will be rated at 1,231,700 kVA. The generator will be connected to 3 single phase power transformers
and two auxiliary transformers. The main power transformers will step up the generator voltage
to 500 kV. Delivery into the Federal Columbia River Power System will be over a 18.3 mile 500 kV
transmission line to be constructed by Bonneville Power Administration ("Bonneville") between the

4

Project and Bonneville's Hanford Substation. The Project will have a net electrical output of approxi-
"

mateiy 1,093,000 kilowatts.

Perusits and Licenses

ne specific site for the Project has been certified for the State of Washington by the Washingtoni

State Thermal Power Plant Site Evaluation Council. The Supply System submitted to the AEC a Pre-
liminary Safety Analysis Report and an Environmental Report for the Project which were reviewed by the
AEC. The Advisory Committee on Reactor Safeguards of the AEC, on October 19, 1972, concluded
that, if due consideration is given to the comments of the Committee, the Project "can be constructed
with reasonable assurance that it can be operated without undue risk to the health and safety of the

,

public." Public hearings were conducted in accordance with AEC licensing requirements, and the AECt

Licensing Board on March 19,1973 granted the Supply System a construction permit for the Project.

Consernetton Program

De construction schedule has been prepared by the Supply System and Burns and Roe, Inc., thej

Construction Engineer selected by the Supply System to design and supervise construction of the Project.i

|
Erection of the containment vessel was started in September 1973. Cooling tower construcuon was

i
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started in April 1974. The reactor vessel is scheduled for delivery in December 1975, and the turbineg !
The Construction Engineer has projected that the

generator is scheduled for delivery in June 1975. !

Project is eight months behind schedule, and has rescheduled the date of commercial operation to June 1,I

1978. The Construction Engineer is of the opinion that the program for construction is realistic and
a commercial operation date of June 1,1978 has a reasonable chance of achievement; however, accord-
ing to the Construction Engineer, realization of such a commercial operating date will require a signincant
improvement in the rate of construction progress.

As of December 31,1974 equipment and construction contract commitments totaled $258,058,567.
Actual expenditures to December 31,1974 are summanzed in the following table:

Total Construction Cost . . . . . . . . . . . . . . . . $123,487,400

Nuclear Fuel . . . . . . . . . . . . . . . . . . . . . . . . .
11,852,700

Bond Discount and Financing Cost . . . . . . . . 2,664,100

Interest During Construction (Gross) . . . . . . 19,300,000

Total . . . . . . . . . . . . . . . . . . . . . . . $157,304,200

Long Tern Financing Program

The long term financing program contemplates the issuance of Bonds to finance the constniction
and initial operation of the Project in several series. The $150,000,000 of the 1973 Bonds were the
first Bonds issued. Proceeds from the issuance of the 1973 Bonds were used to provide for the payment of

of outstanding revenue notes theretofore issued for the Project and to provide addi-the $55,000,000
tional funds for construction of the Project. The proceeds from the issuance of the $80,000,000 of the
1974 Bonds and the $125,000,000 of the 1974 A Bonds are being used to pay the costs of construction
of the Project, and the proceeds from the $125,000,000 of 1975 A Bonds will be used to pay the costs
of continuing construction of the Project. Based os present estimates of actual needs by the Construction
Engineer and the Supply System, the proceeds from the 1975 A Bonds will be sufficient to continue con-
struction of the Project until the summer of 1976 prior to which the additional Bonds are planned to be
issued. The amount of the next issue of Bonds will be determined immediately prior to the time of
issuance.

L81==*=d Financing Required (1)

Prevloec Additlemal
Flamadmg 1975 A Bonds Bonds Total

Total Construction Costs (2) . . . . . $285,210,000 $108,145,000 $ 98,161,800 $491,516,800

Nuclear Fuel (3) . . . . . . . . . . . . . . 12,445,000 2,382,000 26,102,000 40,929,000

Bond Discount and
Financing Costs . . . . . . . . . . . . . 2,664,000 2,250,000 2,412,000 7,326,000

Interest During Construction (4) . . . 81,903,000 22,656,000 21,049.000 125.608,000

Gross Requirements . . . . . . . . $322.222,000 $135,433,000 $147,724,800 $665,379,800

,

Iess: Estimated
'

Investment Income . . . . . . . . . . . 27,222,000 10.433,000 13,724,800 51,379,800

Net Requirements . . . . . . . . . . $355,000,000 $125,000,000 $134,000,000 $614,000,000

(1) These estimates are based on the Project belas placed in commucial operauon by June I,1978. A significant delay
See Exhibit III.in Project completion would result in an increase in these costs.

(2) Includes construction costs, engineering and construction maamgement costs, escalation and contingencies, as
' estimated by the Construction Engineer, and owner's direct cost as a= rima'ad by the Supply Systema.i

(3) As estimated by the Supply System; includes sales tax.

(4) Based on actualinterest rates for the 1973 Bonds, the 1974 Bonds. the 1974 A Bonds and assumed annual interest
rates of 7.25% on the 1975 A Bonds and 7.25% on the additional Bonds.
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~ In addition to the foregoing amounts obtamed through issuance of Bonds, funds required to make
the ===ry payments to the Reserve Account in the Bond Fund, to provide working capital, to' , '

provide an initial Reserve and Contingency Fund and to provide a contingency for fuel are expected to -
. be obtained under the Net Billing Agreements described below during the period betnnning January 1,

1977 and extending to September 1,1977 as follows:#

$21.127,000
Reserve Account in Bond Fund (l) . . . . . . . . . . . . . . . . . . . . . . . . . . .

]3,000,000
Working Capital (2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3,000,000 fReserve and Contingency Fund (3) . . . . . . . . . . . . . . . . . . . . . . . . . .
8,000,000 |

Fuel Contingency (4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . '

$35,127,000
Total..............................................

(1) Estimated amount required by the Supply System's Resolution No. 640.
(2) Amount subject to further analysis and approval by Bonneville and the Supply System.
(3) Amount required by the Supply System's Resolution No. 640.

1

(4) Estimated amount to be provided from advanced net billing to permit leveling of annual
fuel costs in the event of a critical period of power supply. Amount subject to further
analysis and approval by Bonneville and the Supply System.

If for any reason such amounts (other than the fuel contingency) are not provided under the Net
Billing Agreements they will be provided through the issuance of additianal Bonds.'

I

i- Prejset Output
'

'Ibe Project is expected to have a net peaking capability of 1,093,000 kilowatts and is expected
to be capable of producing about 7,200,000,000 kilowatt hours annually. Durmg a critical period of power
supply in the Pacific Northwest caused by water shortage, it is e&t that the Project would be called!

upon to produce the full amount of energy that it is capable of producing. During other periods, however,
there will be times when surplus water will be avahable to generate power at existing hydroelectric
projects thereby permitting a reduction in the total amount of energy produced at the thermal electric
projects to be constructed under the Hydro Thermal Power Program, including the Project.I

.

| Cost et Power

Estimates of the annual c'osts of the Project's operations have been prepared based on 1974 costs of
,

labor and materials escalated to estimated 1978 conditions, the actualinterest rate on the 1973 Bonds,:
the 1974 Bonds and the 1974 A Bonds, and annual interest rates of 7.25% on the 1975 A Bonds and

|
on the additional Bonds. The costs reflect those operating costs that would be characteristic of a mature|

The total annual costs are estimated to be approximately $70,330,000 for the generation of
; plant.

kilowatt hours annually amounting to a unit cost of 9.77 mills per kilowatt hour.
| 7,200,000,000

The total annual costs referred to above are based on level debt service over a 35 year period. The
Supply System and Bonneville anticipate that maturities of the Bonds will not be scheduled to yield
level debt service throughout the period. Var:ations in annual costs will result from such scheduling
to the catent that actual debt service varies from the assumed level debt service.

Seis of Power

The entire capability of the Project has been purchased by 94 public agency Participants pursuant toThe

({
Not Billing Agreements entered into between the Supply System, Bonnevdle and each Participant.
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Net Billing Agreements obligate the Participants to pay all of the Project Annual Costs as defined in
the Agreements. He number of Participants and the extent of participation follows by main categories:

Dy_s Muusher PereestPasektsedse

Districts 22* 56.868
i ............ .............

Municipalities . . . . . . . . . . . . . . . . . . . . . 27 22.639

Cooperatives . . . . . . . . . . . . . . . . . . . . . . . 45 20.493
'l

;

Total . . . . . . . . . . . . . . . . . 94 100.000'

* 17 Public Utility Districts,4 Peoples Utility Districts, and 1 Irrisation District.

Nors: Summary statistical information on the U *. " is given la Table A at the
end of this repost.

- Each Participant's share of the output of the Project has been assigned to Bonneville which, in
payment for such assignment, will credit the Participant each year, against amounts owbg to Bonneville
by such Participant, a total amount equal to the payment which the Participant is required to make to
the Supply System for such year. This process referred to herem as " net billing" in more fully discussed
in the Official Statement to which this report is attached. .

Other 74M Projects
,

The Supply Systam is undertaking preliminary work on two nuclear generating facilities in addition ,

to the Project. )
He first of these, designated as Washington Public Power Supply System Nuclear Project No.1,'

is a 1,250,000 kilowatt project located on the Hanford Reservation near the site of the Project. His;

project was originally planned to be built at the site of the Hanford Project and to incorporate the
Hanford Project generating facilities into its design. It has been determined to move the project to*

the site near the Project in order to allow continued operation of the Hanford Project beyond 1977. i

Preliminary work is proceedmg on the project at the new location financed with the proceeds of
$77,000,000 of revenue notes issued in June 1974. Present plans provide that the total cost of the'

project will be Ananced from the proceeds of the issuance of long-term bonds. Application for site'

approval has been submitted to se Washington State hermal Power Plant Site Evaluation Council of'

the State of Washington and the nuclear steam supply system has been ordered.

i

| The second of these, designated as Washington Public Power Supply System Nuclear Project No. 3,
is a 1,240,000 kilowatt project, to be a jointly owned project, with the Supply System owning a 70 percent

i
undivided interest and four investor-owned utilities owning the remaininF 30 percent interest. A site for

j this project has been selected near Aberdeen in Grays Harbor County, W"amaa_ De preliminary
work on this project is under way. De Supply System's share of the costs of such pM:i=y work

j was Ananced with the pmwas of $29,000,000 of short-term notes issued in October 1973. Present
plans provide that the Supply System's 70 percent ownership share of the project will be Annaced through

: theissuance oflong-termbonds.
i

,

Dese three Supply System projects have been approved as part of Phase I of the Hydro Hermal
! Power Program as more completely described in the statement 'The Hydro nermal Power Program

and Power Supply in the Pacific Northwest" which is included in the Of5cial Statement to which this
,

anmmary engineering reportis an exhibit. ,

'
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In addition to the foregoing projects, the Supply System, pursuant to a request by the Public Power
Council, representing more than 100 statutory preference customers of Bonneville in the Pacific North-
west, has also begun preliminary work on the Supply System's Nuclear Project No. 4 and Nuclear
Project No. 5 and is investigating other electric generating facilities. It is presently planned that the
Supply System's Nuclear Project No. 4 will be a duplicate plant of the Supply System's Nuclear Project
No.1 on the Hanford Reservation, and that the Supply System's Nuclear Project No. 5 will be a duplicate
plant of the Supply System's Nuclear Project No. 3 at the Satsop site near Aberdeen in Grays Harbor
County, Washington. The Supply System is negotiating with the investor-owned utilities who share
ownership in the Supply System's Nuclear Project No. 3 concerning possible sharing of ownership of
Nuclear Project No. 5. The Supp!y System is also investigating the possibility of participating on a
joint ownership basis with Puget Sound Power & Light Company and other investor-owned utilities in
Puget Sound Power & Light Company's Skagit Project to be located in Skagit County, Washington.
The preliminary work of the Supply System on these projects to date is being financed from the proceeds
of $17,500,000 of Washington Public Power Supply System Generating Facilities Revenue Notes which
were issued in two series, Series 1974 and Series 1974 A.

Comelusions

Based on our study and analyses of the Supply System's proposal to construct the Project, we
are of the opinion that:

1. The output of the Project is required to meet the load growth of the utility systems of the
Pacific Northwest under the Hydro Thermal Power Program.

2. The Net Billing Agreements between the Supply System, each Participant and Bonneville
proCde a sound basis for proceeding with the financing of the construction of the Project through
issuance of Bonds as proposed.

3. De estimated cost of the output of the Project is reasonable and comparable to costs
expected from similar nuclear projects to be developed within the same time frame.

We have furnished to you information contained in the Official Statement under the captions
" Project Financing Requirements", " Project Output", " Project Annual Costs", "The Hydro Hermal
Power Program and Power Supply in the Pacific Northwest" and Exhibit I. In our opinion, the informa-
tion contained therein is correct.

: Respectfully submitted,

/s/ R. W. BECK AND Ass 0CIATES

.

"(
,
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Table A

PROJECT PARTICIPANTS

E====ry of Financial and Statistical Data
1972

1973

Districts staalcipalities Cooperatives Total Total

Seedsocs

318,790 302,463 127,619 748,872 719,855CusTouras:

364,163 341,073 153,669 858,905 827,247Residential . . . . . . . . . . . . . . . . . . . . . . . . .

Extmov sales: kWh (000) . . . . . . . . . . . .
13,428,085 9,178.891 3,608,800 26,215,776 24,638,549Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bonneville (Hanford Project Exchange) 2,840,603 164,645 504,981 3,510,229 5.548,355ENEmov PvacarsEs: kWh (000)

10,492,063 3,885,033 3,463,010 17,840,106 14.969,997

18,906 456,376 1,601 476,883 94,931Bonneville . . . . . . . . . . . . . . . . . . . . . . . . .

Total Energy Purchases kWh (000).. 13.351,572 4,506,054 3,969,592 21,827,218 20,613,283Other.............................

559,258 5,623,623_ 2,094 6,184,975, 6,064,672

ENuoy GENERA 11D: kWh (000) . . . . . . . . .
Total Energy Requirements kWh (000) 13,910,830 10,129,677 3,971,686 28,012,193 26,677,955

2.947,378 1.824,222 935,084 5,706,684 5,856,651

PEAK DEMANDS: kW . . . . . . . . . . . . . . . . . . .

Cr '---

$103,222,718 $ 84,105,725 $ 43,449,909 $ 230,778,352 $ 211,602,809INeour:
Total Operatin8 Revenues . . . . . . . . . . . .
Other income (Non-operatin8) . . . . . . . 2,933,956 3.220.764 675,545 6,830,265 4,582.846

3106,136,674 $ 87,326,489 $ 44,125,454 $ 237.608,617 $ 216,185,655

Total Income . . . . . . . . . . . . . . . . . . . .

OFRATING EXFENsES:
*

Bonneville (Hanford Project Exchange) $ 8,395,736 $ $26,623 $ 1,636,781 $ 10,559,140 $ 16,573,489Purchased Power

31,569,030 10,951,119 10,580,786 53,100,935 45,182,161

235.505 805,992 8,328 1,049,825 1,616,506Bonneville ...... ................

|
Total Purchased Power Expense . . $ 40,200,271

$ 12,283,734 $ 12,225,895 $ 64,709,900 $ 63,372.156Other . . . . . . . . . . . . . . . . . . . . . . . . . . .

3.539,398 6,795,666 14,949 10,350,013 3,566,784

Total Power Supply Expense .. . . $ 43,739,669 $ 19,079,400 $ 12,240.844 $ 75,059,913 $ 66,938,940Generating Expense . . . . . . . . . . . . . . . . .

Other Expense (including Depreciation and 40,450,817 53,525,390 22,917,240 116,893,447 108,997,473

Total Operating Expenses . . . . . . . . $ 84,190,486
s 72,604,790 $ 35,158,084 $ 191,953,360 $ 175.936,413Taxe s ) . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Coedessed Balance Sheet

$293,189,878 $401,762,021 $188,594,623 $ 883,546,522
$ 840,666,274AsssTs:

Net Utility Plant . . . . . . . . . . . . . . . . . . . . .
73,265,840 52,860,895 9,624,377 135,751.112 90,942,924

Other Property and Investments . . . . . . .
49,635,222 30,535,173 20,552,211 100,722,606 98,607,726

11,622,466 9,275,701_ 824,763 21,722,930 19,641.241Current Assets . . . . . . . . . . . . . . . . . . . .
Deferred Debits . . . . . . . . . . . . . . . . . . . . . ._. $494,433,790 $219,595,974 $1,141,743,170 $1,049,858,165

$427,713,406
Total Assets . . . . . . . . . . . . . . . . . . . .

$168,603,405 $240,602,000 $156,106,921 $ 565,312,326
$ 506,849,933LIAsittrtas:

21,427,251 18,974,376 8.350,077 48,751,704 41.829.835I.cn8-Term Debt . . . . . . . . . . . . . . . . . . . .

8,043,813 788,956 793,532 9,626,301 10.290.402Current Liabilities . . . . . . . . . . . . . . . . . .

772,192 3,144,137 190,777 4,107.106 3,430,304Deferred Credits . . . . . . . . . . . . . . . . . . . .

Contributions in Aid of Construction ..
8,337,114 9,930,835 6,218,760 24,486,709 22,115,736Reserves . . . . . . . . . . . . . . . . . . . . . . . . . . .

220,529.631 220,993,486 47,935,907 489,459,024 465,341,955 )
l

Retained Earnin8s . . . . . . . . . . . . . . . . .
$427,713,406 $494,433,790 $219,595,974 $1,141,743,170 $1,049,858,165

Total 1. labilities . . . . . . . . . . . . . . . .
56.868 22.639 20.493 100.000

Pereset Pasdairass== . . . . . . . . . . . . . . . . . . . .

o
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EXMBrf M

Burns and Roe, Inc,

320 Fulton Avenue o Hempstead, New York 11550 * Telephone (516) 483-8000

TWX 510-222-9049 e Cable BUROE HEMPSTEADNY

Main omee
700 fonderkamack Road

Oradell, t;ew Jersey 07s49

March 6,1975

Board of Directors
Washington Public Power Supply System j

fRichland, Washington
|

Subject: Washington Public Power Supply System
Nuclear Project No. 2

Gentlemen:

Burns and Roe, Inc. has been selected and retained by Washington Public Power Supply System
to provide engineering, design and construction management services for Washington Public Power
Supply System Nuclear Project No. 2 (the " Project") being constructed on the U. S. Atomic Energy
Commission's Hanford Ruervation, near Richland, Washington.

Burns and Roe's responsibilities cover complete engineering, quality assurance and construction |-

management services and include preparttion of plans and specifications, capital cost estimating, site
|

selection, participation in the preparation of applications and reports for such items as the Nuclear
Regulatory Commission (the "NRC") construction permit and operating license and Corps of Engineers'
permits, economic analyses, project scheduling, review of bids, expediting of vendors and contractors,
assistance in plant start up and test and traimng of operating personnel, managing of construction con-
tracts and coordination of contractors, direction of contractor work, establishing and administering
site safety, security, first-aid and other such site programs, anri all related items to result in a complete
and successfuloperatingplant.

De Project

The Project will consist of a single-unit, boiling water reactor electric generating station having a
nominal capacity of 1,100,000 kilowatts together with the necessary transformation, switching and related
500 kV facilities to interconnect the generating station with the 500 kV facilities of the Federal Columbia
River Power System. The plant layout and design, which provides for the initial development of a
single 1,100,000 kilowatt unit, includes consideration of the possible future expansion to a station with
another generating unit. Following is a summary description of the electric generating station.

The Project will be located on the Hanford Reservation, approximately 3 miles west of the Columbia
River and 12 miles north of the City of Richland. The plant will consist of a nuclear steam supply system,
turbine-generator, cooling tower and river makeup water pumping and blowdown discharge facilities,
complete with structure, auxiliary equipment, instrumentation, controls and other associated accessories.

Dere will be seven basic structures comprising the overall power plant. These are the reactor
- building, radioactive waste building, turbine-generator building, diesel generator building and service
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I

building (tokether comprising the main plant), cooling towers and circulating pumphouse, and river g

makeup water plant.

All structures will be generally supported on compacted structural fill. The approximate overall
dimensions of the main plant will be 420 feet by 360 feet and the manmum height from basement to
roof will be 225 feet in the reactor building and 180 feet in the turbine-generator building. The reactor
buddag will be of concrete construction and will include a steel superstructure. Primary containment will
be formshed by a separate steel vessel within the reactor bmidag. This vessel will be surrounded by con-

,

|
crete from primary shielding. The radioactive waste disposal facility, which adjoins the reactor building 1

and houses the equipment for treatment of radioactive wastes, will also be concrete.

De turbine-generator building will have a reinforced concrete foundation. De portion above
grade will be of insulated metal panels except for the areas enclosed by concrete for radiation shielding.

I

|
The nuclear plant will contain a General Electric Company boiling water reactor of proven design.'

The reactor core will contain 764 fuel bundles each composed of an 8 by 8 rod array of sligh'ly enriched
UOs pellets with Zucaloy-2 cladding. The assembly will be contained in a Zircaloy-4 reusable coolant
Sow channel which will provide a Axed Sow path for the boihng coolant, serve as a guide surface for
the control rod blades and protect the fuel dunag WHY

Four fuel assemblies will surround each of 185 control rods, which are bottom mounted and
hydranlany driven to control reactivity and modulate reactor output. The core and associated internals
will be housed in a vertical steel vessel approximately 76 feet high and 21 feet in diameter. The nuclear
steam supply system will be complete with steam separators and driers, recirculating pumps and sub-
systems including those required for normal operation and for shut down.

,

i

The nuclear steam supply system will have a guaranteed rating of 3,300 megawatts thermal and
w.11 supply approximately 14,295,000 pounds per hour of steam at 985 psia with feedwater returned

-

at 420 degrees F. This steam to the turbine-generator will result in a guaranteed output of 1,154,745 .

;

kilowatts of generation under expected conditions of operation. After subtracting the electrical require-
t

! ments for station operating auxiliaries, the net plant output will be approximately 1,093,000 kilowatts.

The turbine-generator will be a tandem-compound, 6 Sow unit consisting of a high-pressure tur-'

bine section on the same shaft with three low pressure turbine sections and the electric generator. Each

low-pressure section will consist of two parallel Bow paths, making a total of six parallel steam exhaust

| paths. The exhaust end of each turbine will contain rotating blades 44 inches in length. The turbine-
generator rotates at 1,800 rpm.

| The generator will be a three-phase,60 cycle AC unit rated at 1,231,700 kVA at 0.975 power
factor and will generate at 25 kV.

De turbine cycle will include six points of regenerative feedwater heating utilizing extraction
stear.1 frotn the turbine. The feedwater beaters will be arranged in parallel paths, with the lowest pressure
heater in the neck of the condenser to effect economies in space and material. Steam exhausting from,

'

the turbine will be condensed by circulating water cooled by mechanical draft cooling towers. The con-
:

densate will then be returned to the reactor through the demineralizer and feedwater heaters by motor-
driven condensate and condensate booster pumps and turbine-driven reactor feed pumps. The turbine-
generator plant will be complete with auxiliary systems, pumps, controls, instrumentation, electric switch-,

!

| gear and Are protection erluipment.

The generator electrical output will be transmitted by isolated-phase bus duct to three single-phase
| main step-up transformers, each having a rating of 380,000 kVA, which raise the voltage from 25 kV to

500 kV for transmission. Also included will be one spare single-phase transformer of the same rating.

De circulating water pumphouse which provides condenser cooling water, are system water and
service auxiliary cooling water will be located south of the plant adjacent to the cooling towers. It will
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house three large vertical circulating water pumps totalling approximately 553,000 gpm capacity,

$ complete with water screens and other auxiliaries, and the fire pumps. The condenser cooling water will
discharge from the turbine generator building and return to the six round mechanical draft cooling towers.
Makeup water to replace the evaporative losses of the circulating water cooling system will be obtained
from the Columbia River by means of three makeup water pumps. Blowdown from the circulating
water system will be discharged to the Columbia River downstream of ibe make-up water intake.

There will be a heavy-duty bridge-type crane in both the turbine-generator and circulating-water
buildings for servicing equipment, and in the reactor building for handling both equipment and fuel. A
computer will be installed in the central control room for collecting and analyzing data to aid in control
rod positioning, plant operations and plant performance analysis.

Diesel generators will be included for emergency use in the event of loss of auxiliary power. The
diesel generators will be housed in a separate concrete building located adjacent to the reactor building.

The service building adjacent to the turbine-generator and reactor buildings will house offices,
laboratories, locker rooms, lobby, first-aid facilities, machine shop and storerooms.

Construction Propees andSchedule

Construction of the Project was started in August,1972 under a Construction Permit variance
granted by the AEC, predecessor agency to the NRC. The Construction Permit was granted by the AEC
on March 19, 1973 at which time construction of the reactor building substructure was started. Con-
struction of the remainder of the mein plant was started on May 19,1973. Erection of the containment
vessel was started in September,1973. Cooling tower ccastruction was started in April,1974.

He installation of temporary facilities is complete. He reactor building substructure has been
completed and the containment vessel wl.ich rests on it was 83.2% complete as of December 31,1974.
The substructure for the turbine-generator building has been completed and work is now in progress
on the turbine pedestal and the walls of the turbine-generator building. The substructure of the

6 radwaste building is complete and work is starting on the superstructure. Concrete work on the spray
ponds and service water pump houses is nearing completion. Work has started on the cooling tower
bases and the circulating water pump house. The reactor vessel is scheduled for delivery in December,
1975, and the turbine-generator is scheduled for delivery in June,1975.

The Project is projected to be about eight months behind schedule. De completion dates have
been changed accordingly. Commercial operation is presently scheduled for June 1,1978. Achieve-
ment of this date will require a significant improvement in the rate of construction progress. As of
December 31,1974, overall construction was estimated to be 13.0% complete compared to a scheduled
38% completion under the original schedule which contemplated a commercial operation date of
September 1,1977. Pre-operational testing is expected to begin on certain components in June,1976
and continue through November,1977. Fuel loading is scheduled for December,1977, with start-up
and power testing to be conducted prior to May 1,1978. The estimated costs shown in Exhibit A are
based on a commercial operating date of June 1,1978. If this date is signifi.antly exceeded, the

. budget will have to be increased.

Constreetion Costs and C:-- M-:-a Contracts
ne total estimated project construction cost of the items under Burns and Roe's scope of respon-

sibility as Engineer, Construction and Quality Assurance Manager is $447,416,800 as shown in detailin
Exhibit A attached to this letter. The capital cost estimate covers all nuclear electric generating
plant equipment and construction up to and including the main step-up transformers, Burns and Roe
enginecting, ccustruction and quality assurance management, site consultants, and sales tax, contingency
and escalation applicable to the aforementioned. Nuclear fuel and owner's costs are not included in
Exhibit A. It should be noted that the escalation costs have now been distributed in the direct construc-

,

|

tion cost to make it agree with the Washington Public Power Supply System accounting system. ,
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ne total costs of equipm:nt and construction contracts c. warded to December 31,1974 are shown
,

on Exhibit B cttached to the letter. As noted on this exhibit these contracts tottling $258,058,567, i

include provision for escalation. The amounts for these contracts total approximately 74.6% of the
currently estimated total direct constructiu and equipment costs including escalation but exclusive of
engineering, construction management, and contingencies.

The two largest equipment contracts were awarded for the furnishing of the nuclear steam supply
system to General Electric Company and for the turbine generator to Westinghouse Electric Corporation.
The present contract prices are $44,060,100 and $35,074,126, respectively. The nuclear steam supply
system contract covers the furnishing of a conventional boiling water reactor, complete with pressure
vessel and all related pumps, controls and other equipment as normally furmshed by General Electric
Company to the electric utility industry. The Westinghouse contract covers the furnishing of a turbine-
generator complete with all appurtenances to utilize the output steam from the nuclear steam supply
system to generate approximately 1,100,000 kilowatts of electricity. Due to the long engineering and
fabrication schedule for these items, they Sue awarded early in the Project program to meet the scheduled
plant construction and operation dates.

The major concrete construction contract for the reactor building, turbine-generator build-
ing, diesel-generator building, radioactive waste building and service building was awarded to
Bovee and Crail Construction Company on March 20,1973, and de present contract price is $32,749,576.
The mechanical equipment and piping installation contract for the main plant was awarded to a
joint venture, Bovee and Crail Construction Company-General Energy Resources, Inc. on May 10,
1974, and the present contract price is $60,094,374.

All contracts were awarded on the basis of competitive bidding. The contract awards were made
on the basis of the bidder's experience, qualifications, available personnel and facilities as well as price
considerations. In our opinion, the vendors and contractors selected are all responsible and well )
qualified firms for the particular type of work to be performed. p

Escalation and Contingeseles

As stated previously, the provision for escalation has now been distributed in the construction
costs as shown in Exhibit A. Exhibit B shows those contracts for which escalation provisions have been
contractually made along with the amount provided in the budget for those contracts. In addition, pro-
vision is included in Exhibit A for escalation for contracts not as yet awarded.

An additional allowance of $26,478,200 was included in the estimated capital cost to cover
unforeseen contingency items which may be necessary as the details of design are further developed
and as construction progresses.

Conclusions

The Project will include a boiling water reactor of proven design furnished by the General Electric
Company-a reactor type already in use in, under corstruction or planned for many large commercial
utility installations. The remainder of the plant is generally similar in design to conventional thermal
plants except for the special considerations that are related to using steam from a boiling water reactor,
and the components duplicate or are very similar to, those which are now in successful commercial opera-
tion. We have examined the plant equipment as to its feasibility, reliability and maintenance character-
istics. We determined that the proposed or contemplated items of equipment are either of presently
proven design or reasonable extensions of such designs.
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It is our considered opinion, with respect to the Project, that:

1. The present plans and design are suitable for the site, and the site is suitable for the Project.

2. The program for construction is realistic and a commercial operation date of June 1,1978F
has a reasonable chance of achievement. However, it will require a mienihet improvement in the
rate of construction progress.

3. The work within the scope of our responsibility will be completed within the present cost
estimate provided the date of commercial operation is not delayed signdicantly beyond June 1,1978.
In the event that this date is significantly exceeded, the budget will have to be increased.

!
4. There are no major engineering or construction problems associated with th: Project

that require any untried design melods.

5. The Project is feasible from an engineering and construction standpoint, is of accept-
able commercial design and can be expected to operate reliably with normal maintenance.

6. The description of the Project and the statements and summaries of our estimates
which appear in the Official Statement to which this report is an exhibit are correct and in con-
fo:inity with, and a fair and adequate presentation of, the information in this report.

We have reviewed the Project description and capital cost estimates submitted by R. W. Beck and
Associates in their report dated March 1,1975, and confirm that these accurately reocct the
Project and its costs insofar as they relate to the items speci6cd herein which are within the scope of
responsibility of Burns and Roe, lac.

Very truly yours,

h

K.A.Ron
President and
Chairmanof theBoard
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EXHm1T A ,

ESTIMATED PROJECT CONSTRUCIlON COST i
'

.

October,1974 December,1974
CONSTRUCTION COSTS l

$ 63,040,700 $ 64,624,500
Structures and Improvements . . . . . . . . . . . . . . . . . . . . . . . . . . .

Reactor Plant Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112,443,500 128,697,900

Turbo Generator Units . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
101,345,500 108,003,000

27,760,700 30,999,900
Accessory Electrical Equipment . . . . . . . . . . . . . . . . . . . . . . . . .^

Miscellaneous Power Plant Equipment . . . . . . . . . . . . . . . . . . . . 1,487,500 2,779,900

6,0?7,900 6,643,100
Station Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3,553,000 4,080,800
Temporary Construction Facilities . . . . . . . . . . . . . . . . . . . . . . .

Subtotal-Construction Costs . . . . . . . . . . . . . . . . . . . $315,668,800 $345,829,100(1)

!

OrHER DIRzcT Costs

Sales Tax @ 5 % . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,783,500
$ 17,291,500

Engineering and Design Construction Management, Site Con-
sultants and Quality Assurance . . . . . . . . . . . . . . . . . . . . . . . . 54,569,700 57,818,000

Subtota1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 386,022,000 420,938,600

Escal ation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
32,595,400 -0- (1)
28,799,400 26,478,200 -

Contin gency . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total Estimated Project Construction Cost . . . . . . . . $447,416,800 $447,416,800

(t) The escalation has been distributed in the construction costs to mde it agree with the Washington Public Power
Supply System accounting system.
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EXIRBIT B

Awarded Project Equipment and Construction Contracts )
,

(As of December 31,1974) |

Present
Cameract Comdreet

Coueracter Awerd Date Ameest
hona

Turbine Generator & Accessories . . . . . . . . Westinghouse
5/ 2/67 $ 35,074,126

General Electric 3/23/71 54,160,100(1)
Nuclear Steam Supply System . . . . . . . . . . .

Westinghouse 1/14/72 3,249,016

Condenser and Auxiliaries . . . . . . . . . . . . .
Southwestern Eng. 1/14/72 2,817,842

Feedwater Heaters . . . . . . . . . . . . . . . . . . .
Asea, Inc. 7/14/72 2,020,003

Main Step-Up Transformers . . . . . . . . . . . .
Bovee & Crail 7/24/72 1,565,464

Temporary Facilities . . . . . . . . . . . . . . . . . . Const. Corp.

Marley Corp. 9/22/72 7,259,150
Cooling Towers . . . . . . . . . . . . . . . . . . . . . .

Stewart-Erickson 10/20/72 2,434,113
Reactor Bldg. Substructure . . . . . . . . . . . . .

PDM Steel Co. 10/20/72 8,496,801
Primary Containment Vessel . . . . . . . . . . . .

Turbine Room & Reactor Bldg. Cranes . . . . Whiting Corp.
3/ 9/73 1,040,515

Bovee & Crail 3/30/73 32,749,576
General Construction . . . . . . . . . . . . . . . . . Const. Corp.

Walworth Co. 7/13/73 1,617,266
Standard Cast or Forged Steel Valves . . . . .

Stewart and Stevenson 7/13/73
1,254,566

Diesel Generators . . . . . . . . . . . . ......

Velan Valve Corp. 12/ 3/73 1,418,596
Nuclear Valves . . . . . . . . . . . . . . . . . . . . . .

PDM Steel Co. 3/12/74 4,119,753
Structura1 Steel . . . . . . . . . . . . . . . . . . . . . . .

Bovee & CrailConst. 5/10/74 69,364,374(2)
Mech. Equip. Installation . . . . . . . . . . . . . . Corp.--Gen. Energy

Resources Inc.

HVAC & Plumbing Installation . . . . . . . . . The Waldinger Corp. 5/10/74 5,508,695

GeneralElectric 6/17/74 1,360,850
Instrumentation and Control Boards . . . . .

Okonite 7/ 9/74 649,944
Electrical Cable . . . . . . . . . . . . . . . . . . . . . .
Electrical Cable . . . . . . . . . . . . . . . . . . . . . . Raychem 7/ 9/74 2,218,009(3)

.

McMillan Bros. 12/27/74 3,551,869 |
Make-Up Water Pump House . . . . . . . . . . . 16,127,939 ]
Other Miscellaneous Contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total Awarded Equipment and Construction Contracts . . . . . . . . . . . . . . . . . . . . . . . . $258,058,567 )

(1) Includes $10,100,000 Estimated Contractual Escalation.
(2) Includee $ 9,270,000 Estimated Contractual Escalation.
(3) lacludes $201,700 Estimated Contractual Escalation.

|

|
'
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EXH1 BIT IV
I

OPINIONS OF COUNSEL

[ LETTERHEAD OF WOOD DAWSON LOVE & SABATINE)

[ LETTERHEAD OF HOUGHTON CLUCK COUGHLIN & RILEYJ

.....................,1975

Board of Directors j

|Washington Public Power Supply System
Richland, Washington

Dear Sirs:

WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR
PROJECT NO. 2 REVENUE BONDS, SERIES 1975 A, $125,000,000

At your request, we have examined into the validity of $125,000,000 Washington Public Power
Supply System Nuclear Project No. 2 Revenue Bonds, Series 1975 A, of Washington Public Power
Supply System (the " System"), a municipal corporation of the State of Washington. Said bonds are )
issuable in coupon form, registrable as to principal only, in the denomination of $5,000 each, and in F
fully registered form, without coupons, in the denominations of $5,000 or multiples thereof. The
coupon bonds are numbered from I upwards and are dated March 1,1975. The fully registered bonds
are numbered from R-1 upwards and, except fully registered bonds initially issued, which are dated
March 1,1975, shall be dated so that no gain or loss of interest shan result from exchanges or transfers
thereof as provided therein and in the Bond Resolution hereinafter mentioned. Said bonds mature
on July 1 in each of the years and in the amounts and bear interest, payable July 1,1975, and semi-
annually thereafter on January 1 and July 1, as follows:

Interestlaterest
j

Yea,r Assoemt Rate Year Asmount Rate

Said bonds are subject to redemption prior to maturity upon the terms and conditions set forth therein,
and recite that they are issued under and pursuant to Resolution No. 640, adopted by the Board of
Directors of the System on the 26th day of June,1973, and a resolution supplemental thereto, Resolution
No. . . . ., adopted by said Board on . . . . . . .,1975 (hereinafter referred to collectively as the " Bond
Resolution"), and under the authority of and in full compliance with the Constitution and statutes of the
State of Washington, including Titles 43 and 54 of the Revised Code of Washington, for the purpse of
acquiring, by purchase or condemnation, and constructirg a nuclear electric generating plant and associated
facilities as a separate utility system constituting and to be known as the Washington Public Power Supply
System Nuclear Project No. 2.
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We have examined the Constitution and statutes of the State of Washington, and certified copies of
proceedings of the Board of Directors of the System authorizing the issuance of said bonds, including'

the Bond Resolution, other proof relating to the issuance of said bonds and an executed coupon
bond of said sedes.

In our opinion, the System is a municipal corporation of the State of Washington, duly created and
.

validly caisting; the Bond Resolution has been duly adopted and the provisions thereof are valid and
bindmg upon the System, and said bonds have been duly authorized and issued in accordance with the
Constitution and statutes of the State of Washington and constitute valid and legally bindag obligations of
the System payable solely from the funds and revenues as set forth and provided in the Bond Resolution
on a parity with the System's presently outstandmg Washington Public Power Supply System Nuclear
Project No. 2 Revenue Bonds, Series 1973, Series 1974 and Series 1974 A, and any bonds hereafter issued
ca a parity therewith pursuant to the Bond Resolution.

It is also our opinion that the interest on said bonds is exempt from taxation by the United States
of America under existing laws and regulations and specific rulings issued by the Internal Revenue
Service with respect to said bonds, dated November 18,1970, and November 30,1972.

Very truly yours,

0

[I $$
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[ LETTERHEAD OF WOOD DAWSON LOVE & SABATINE)
}

[LETIERHEAD OF HOUGHTON CLUCK COUGHLIN & RILEY]

.................. 1975

Board of Directors
Washington Public Power Supply System
Richland, Washington

Dear Sirs:

WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR
PROJECT NO. 2 REVENUE BONDS, SERIES 1975 A, $125,000,000

Under the date of . . . . . . . . . . . .,1975, we rendered an opinion approving the validity of the above
bonds (the " Bonds") issued pursuant to resolutions adopted by the Board of Directors of the Washington
Public Power Supply System (tha, " System") on June 26,1973 and March 6,1975 (collectively, the
" Bond Resolution").

We have examined into the validity of the Project Agreement (Contract No. 14-03-19121), dated
January 4,1971, between the United States of America, Department of the Interior, acting by and
through the Bonneville Power Administrator, and Washington Public Power Supply System, referred to
on page 24 of the Official Statement of the System, dated March 6,1975, relating to the Bonds. With
respect to the authorization, execution and delivery of said agreement, we have examined certised copies
of proceedings of the Board of Directors of the System authorizing the execution and delivery of said -

agreement, and such other documents, proceedings and matters relating to the authorization, execution
and delivery of said agreement by each of the parties thereto as we deemed relevant. In our opinion, said
agreement has been duly authorized, executed and delivered by each of the parties thereto and constitutes
a valid and binding agreement enforceable in accordance with its terms.

We have also examined into the validity of . . . . . . . . . . . of the Net Billing Agreements, referred
to on page 21 of said Official Statement, among the United States of America, Department of the
Interior, acting by and through the Bonneville Power Administrator, the System, and certain of the
Participants referred to in Exhib.t I of said Ofhcial Statement, which . . . . . . . . . . agreements provide
for the purchase and assignment of an aggregate of . . . . . .% of the capability of the Project, as such
Project is defined in the Bond Resolution, and include all such Net Billing Agreements providing for the
purchase and assignment by any Pa-ticipant of more than . .. .% of the capability of the Project.
With respect to the authorization, execution and delivery of said . . . . . . . . . . Net Billing Agreements, we
have examined certi6ed copics of proceedings of the System and of the Participants which are parties
thereto, authorizing the execution and delivery of said . . . . . . . . Net Billing Agreements, and such other
documents, proceedings and matters relating to the authorization, execution and delivery of said . . . . . .
. . . . Net Billing Agreements by each of the parties thereto as we deemed relevant. In our opinion, each
of said . . . . . .. . Net Billing Agreements has been duly authorized, executed and delivered by each
of tne parties thereto and constitutes a valid and binding agreement, enforceable in accordance with its
terms.

In rendering this opinion, we have relied upon the opinion of counsel for each of the Participants that
the Net Billing Agreement to which such Participant is a party has been duly executed and delivered by
said Participant and is not in conhict with, or in violation of, and will not be a breach of, or constitute a
default under, the terms and conditions of any other agreement or commitment by which such Participantj

i is bound.
Very truly yours,
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EXIHBIT V

't BONNEVILLE POWER ADMINISTRATION
Projected Revenues

($ saniloes)

BPA Cost of
Plseal Operstlos Purchaos
Year and and Av for

Ending BPA Malateeinee Exchange Not BPA WFPSS No. 2 Pay.nent to the

June 34 Revenees(I) Espense<2) Power (3) Revenees(4) Bullag(5) U. S. Treasury

!?75 ......... 225.6 42.1 31.9 151.6 0.0 151.6

1976. ....... 296.0 45.6 31.1 219.3 0.0 219.3

1977 ......... 312.5 49.0 29.9 233.6 25.0 208.6

1978 ......... 330.4 49.9 24.9 255.6 70.3 185.3

1979 ......... 364.6 51.6 23.2 289.8 70.3 219.5

1980 484.3 54.1 127.3 302.9 70.3 232.6
. ......

1981 ......... 489.1 55.6 211.3 222.2 70.3 151.9

1982 497.6 56.1 211.1 230.4 70.3 160.1
........

1983 525.5 56.9 211.4 257.2 70.3 186.9
.......

1984 527.8 57.5 210.9 259.4 70.3 189.1
.... ...

1985 526.4 57.6 210.9 257.9 70.3 187.6
........

1986 527.3 57.6 210.9 258.8 70.3 188.5
.. ....

1987 .. ...... 526.5 57.9 210.9 257.7 70.3 187.4

1988 535.9 58.4 210.7 266.8 70.3 196.5
... .

1989 534.6 58.6 212.0 264.0 70.3 193.7
.......

1990 533.1 59.1 210.5 263.5 70.3 193.2
. .....

1991 .. ...... 540.4 59.5 207.2 273.7 70.3 203.4

1992... ..... 539.8 59.6 206.6 273.6 70.3 203.3

1993 537.8 59.6 206.6 271.6 7G.3 201.3
. ...

(1) Revenues are based on new power wholesale rates effective December 20, 1974 and an anticipated rate increase of
30% in fiscal. year 1980. These revenues do not include BPA revenues which will result from the sale of the
additional resources acquired from WPPSS Nuclear Projects Nos. I and 3.

(2) Does not include any estimate of BPA's operadon and maintenance exg*.nses for tr==naman facilities associated
with WPPSS Nuclear Projects Nos. I and 3.

(3) The cost to BFA of acquiring thermal power th'mgh net billing agreements for (a) the Hanford Protect, (b) the
Trojan Nuclear Project. and (c) the Washington Public Power Supply System Nuclear Projects Nos. I and 3. BPA's
payments through net billing for Trojan power commenced in January of 1974, and will commence for the WPPSS
Nuclear Project No.1 in January 1980, and Nuclear Project No. 3 in January 1981.

(4) BPA Revenues minus BPA Operation and Maintenance Extenses and Cost of Purchase and Exchange Power.

(5) Net b:lling for the Project will begin no later than September 1,1977. Any amounts not paid through met billing
credits are payable from the BPA Fund on a parity with BPA Operation and Maintenance Expense and Cost of Purchase
and Exchange Power.
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ExHunrr vi i
t

H (3.

United States Department of the Interior
.

BONNEVIILE POWER ADMINISTRATION*

- F.O. 301 M21. PORTLAND, ORECOM 97205 |

OFFICE OF
THE ADet MISTRATOA

In reply refer to: XORS
November 12, 1974

TO: Mm. JACK J. STEIN
Managing Director
WAsmNGTON Pusuc Powna Surrty STsrau
P. O. Box 968
Richland, Washington 99352

All Participants in WPPSS Nuclear Projects Nos.1,2 and 3 and the Trojan Project Net Billing
Agreements

Gentlemen:

The Supply System is planning to issue an additional $125 millian of long term bonds to finance
the construction of its Nuclear Project No. 2. Bonneville, as in the past, is cooperating with the Supply
System and its financial advisors in preparing the Official Statement and other supporting documentation .

which are related to the issue.

As the result of the enactment of the Federal Columbia River Transmiuion System Act (Pub. L.
No. 93-454) there has been significant improvement in the overall security afforded the holders of all
bonds issued or to be issued by the Supply System for Nuclear Projects Nos.1,2 and 3 and,by the City
of Eugene for the Trojan Project. Under the provisions of the Transmission System Act Bonneville
now has the authority to use its revenues deposited in the Bonneville Power Administration Fund (Fund)
"without further appropriation" of Congress "for any purposes necessary or appropriste to carry out
the duties imposed upon the, .idministrator punuant to law, including . . . (6) purchase of electric
power (including the entitlement of electric plant capability) . . . if such purchase has been heretofore
authorized . . . ." In any year in which net billing credits may be inr4 dent to offset the amounts
owed to any participant these costs would be paid from the Fund on a parity with other Bonnesille
operating expenses and prior to any payments by Bonneville to the Treasury for repayment of (1) the
Federal investment in the Federal Columbia River System, (2) Corps of Engineers and Bureau of
Reclamation costs connected with such system, and (3) bonds is.ued by Bonneville under the Act.

Bonneville's acquisition of the capability of such projects as part of the Hydro-Thermal Power
Program was expressly approved by Congress in the Appropriation Acts of 1970 and 1971.

Bonneville, in accordance with the provisions of the Transmiuinn System Act, will pay in cash
from the Fund on a parity with other Bonneville operating expenses any costs billed to the Participants
for Supply System Nuclear Projects Nos.1,2 and 3 and the City of Eugene's share of the Trojan
Project which are not paid through net billing credits.

Smcerely,

/s/ DONALD PAUL Hoont
Administrator
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TABLE 5.1c,

PLANT CAPITAL INVtSTt4ENT

StDlMAlp

1 .1_ DATA

Name of plant WNP-1 Cost basis:
^

Net cap 6 city 7 240 MI{eT
~At start of construction

Reactor type PWR

Location Richland, W C .T pe of cooling |J

""
Design and construction period

a al r t '

" t ers ,

nth ear NSSS order
Me clp)a e

$ f connercj 80n Ot r scribe
~

g
Length of workweek ou nrs.
Interest rate, interest

during construction 7%

COST SUMMARY Account Title Total Cost
Account Number

DIRECT COSTS- (thousand dollars)

20 Land and land rights............... $ -0-

PHYSICAL PLANT{
\ 21 Structures and site facilities...... 149,681 76

22
23 Reactor plant equipment............. 149,926

24^ Turbine plant equipment............. 88,706

25 46,486
Electric plant equipment............

Misc. plant equipment...............
8,208

Subtotal..................... $
443,007

Spare parts allowance............... 2,735

Contingency allowance............... 50,500

Subtotal..................... $ 496,242

-INDIRECT COSTS

91_ Construction facilities, equip't, and
8,879

services........................... $
92 Engineering and const. mg't. services 58,845
93
94 Other costs.......................... 77,460

Interest during construction & Finance
#

202'794
-1 expense.............................

Subtotal....................... $_ 347.978
Start of construction cost...... ...... 844,220

Escalation during construction ( 8_ % yr.) 101,775 -203
Total plant capital investnent ($ 763 /KW)$aag oog
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PLAPIT CAPITAL IflVESTtEN_T,

Sl!?O1ARY

Bf SJ_C,-DATAA
i
1 Nasie of plant Cost basis: At start of constructionWNP-4

flet capacity ~1740 - MW(e)
~

Reactor type PkR
Location Richland, WA. Type of cooling

Run of riverCesign and construction period.

flatural draf t
Month, year NSSS orde cooling towers .

placed /74 Mechanical draft -

cooling towers X

Month, year of commggial Other(describe) __operation
LGngth of workweek 40 het
. Interest rate, interest

during construction 7%

COST SUtotARY
" Account Number Account Title Total Cost

DIRECT COSTS (thousand dollars)

20 Land and land rights . . . . . . . . . . . . . . . $ -0-

PHYSICAL PLAflT

.{~

21 Structures and site facilities...... 149,0613 22 149,926
23 Reactor plant equipment.............

24 Turbine plant equipment............. 86,729.

25
Electric plant equipment............ 46,485

Misc. plant equipment............... 6,874

Subtotal..................... $ 439,075

Spare parts allowance............... 2,000

Contingency allowance............... 50,602-

Subtotal..................... $ 491,677

INDIRECT COSTS

91 Construction facilities, equip't, and
6,793

services........................... $
92
93 Engineering and const. mg't. services 32,725

94 Other costs.......................... 54,446

Interest during construction & Finance

t- expense............................. 223.174

Subtotal....................... $. 317,138

Start of construction cost............. 808,815

Escalation during construction'(8_% yr.) 137,125

Total plant capital investment ($ 762 /KW)$ E45.940
..
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AUDITEL BALANCE SHEET AND OTHER FINANCIAL INFORMATION--

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

.| NUCLEAR PROJECT NO. I
e RICHLAND, WASHINGTON

R June 30, 1974
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o

- Board of Directors
Washington Public Power Supply System
Richland, Washington

We have examined the balance sheet of Washington Public
Power Supply System Nuclear Project No.1 as of June 30, 1974.

I Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the accompanying balance sheet presents

I
fairly the financial position of Washington Public Power Supply

. System Nuclear Project No.1 as of June 30, 1974, in conformity
with generally accepted accounting principles.

*
<

' '' - y'.

Seattle, Washington ,

'August 30, 1974
,

I

l

f
4

I
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BALANC"
!

WASHINGTON PUBLIC POWER
NUCLEAR PRO

JUNE

l

ASSETS

Preliminary costs of utility plant to be
constructed - Note C:

Construction costs $ 10,274,302
Advances to governmental agencies 134,482

10,408,784

Prepayments for nuclear fuel enrichment services 1,473,590
11,882,374

Special funds - Note D:
Cash 404,836
United States Government and government agencies'

securities-at market, which is lower than
amortized cost, and accrued interest of $621,955 48,724,284

Advances to General Fund of the System 80,712
Amount due from Nuclear Project No. 3 73,042
Amounts due from other funds 72,091

49,354,965

Sinking funds - Note D:
Cash 3,134
United States Government and government agencies'

securities-at market, which is lower than
amortized cost, and accrued interest of $278,794 37,981,002

- 37,984,136

Deferred charges:
Costs associated with abandoned plant site -

Note C 7,405,779
Unamoritized debt expense 224,550

7,630,329

$106.851.804
1

1

1

,,

-4-
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l.. SHEET-.

I
- i JPPLY_ SYSTEM

| JECT NO. 1

30, 1974

. .

LIABILITIES

Nuclear Project No. 1 Revenue Notes - Note D:
4.257. maturing December 15, 1975, at an

_ effective interest rate of 4.27. $ 25,000,000
5.907. maturing _ December 15, 1976, at an

effective interest rate of 6.04% 77,000,000>

ILetsunamortizeddebtdiscount
$102,000,000

(271,85_5)
101,728,145

Sp2cial funds - Note D:
Accounts payable and accrued expenses 4,335,635
Amounts withheld from contractors 103,785

4,439,4202

Sinking funds due to other funds - Note D 72,091

: rued interest on revenue notes 612,148

I
Comitments - Notes C and D+

l

$106,851,804

S23 notes to balance sheet.

f

:
!

-5-

_ - _ _ .. - .



. _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ . .. ._ -

,

NOTES TO BALANCE SHEET

I
WASHINGTON PUBLIC POWER SUPPLY SYSTEM

NUCLEAR PROJECT NO. 1
|

June 30, 1974

I

Note A - Organization

i

h e Washington Public Power Supply System is a municipal corporation . "

of the State of Washington and was organized in January 1957. Its membership
consists of 18 public utility districts and three municipalities which own
and operate electric systems within the State of Washington. It is empowered
to acquire, construct and operate facilities for the generation and trans-
mission of electric power and energy.

In addition to Nuclear Project No. I which is discussed in Note C,
the System is operating the Hanford Project (consisting of a steam electric
generating plant, utilizing by-product steam energy from the New Production
Reactor owned and operated by the United States Atomic Energy Commission,
located near Richland, Washington) and the Packwood Lake Hydroelectric Project.

In conjunction with another new project, Washington Public Power
Supply System Nuclear Project No. 2, the System had incurred to June 30, 1974

| 1 interim financing debt of $40,000,000 and permanent financing debt of
$150,000,000 to pay for preliminary costs and studies and the initial construc-,

tion phase of a nuclear electric generating plant. Subsequent to June 30,
1974, the System incurred an additional $80,000,000 of permanent financing

i debt for this project. he total cost of this project is estimated at approx-
instely $567,000,000,

j In addition, the System has incurred interim financing debt of
g $29,000,000 to pay for preliminary investigation costs of proposed Nuclear

Project No. 3. he Project will be constructed and operated by the System
pursuant to an agreement between the System and four investor owned utilities.
he Project will be 70% owned by the System and 30% by the utilities. The
System's share of the cost of this Project is estimated at approximately
$801,000,000.

Further, the Supply System has obtained $17,500,000 through issuance
of Washington Public Power Supply System Generating Facilities Revenue Notes
for the purpose of paying the cost of preliminary investigation in connection
with the development of additional electric generating facilities.

Separate books of account for each project are maintained by the
System.

Note B - Accounting Policies

h e Note Resolutions contain provisions relating to creation and
administration of special funds and sinking funds maintained by the Project.
The Project has adopted accounting policies and practices which are in
accordance with generally accepted accounting principles applicable to the
utility industry which have been modified with respect to accounting for

i

-6-

..

._



._ __

.

NOTES TO BALANCE SHEET (CONTINUED)

- WASHINGTON PUBLIC POWER SUPPLY SYSTEM
- NUCLEAR PROJECT NO. 1

June 30,'1974

Note B -' Accounting Policies (Continued)

securities (see below) to reflect the accounting requirements of the Note
Resolutions. Description of significant accounting policies are presented
below.

Capitalization of Costs During Construction

During the construction phase of the Project, the System will
capitalize all costs of the Project including all general, administrative,
interest and other overhead expenses.

Securities

United Stat'es Government and government agencies' securities are stated<

at the lower of amortized cost or market. Income earned on securities is re-
corded as a reduction of construction costs during the period of construction.

Debt Discount and Expense.

i

Debt discount and expense relating to the issuance of Revenue Notes
i are amortized on the straight-line method over the terms of the respective

notes. Such provisions for amortization are capitalized as -costs during the
construction period.

Note C - The Project

It was initially contemplated that Nuclear Project No. I would
consist of a nuclear reactor and topping turbine generator and would be
constructed adjacent to the' steam electric generating plant of the Hanford

I
Project. It was planned that this Project would then provide the energy
source and additional generating capacity to operate the Hanford Project
generating plant when the United States Atomic Energy Connaission ceased
operation of its New Production Reactor. - It was contemplated that the Hanford
Project would be shutdown on October 31, 1977 to allow for construction of
. Nuclear Project No. 1.

Because recent studies indicate that generating-resources in the
Pacific Northwest are expected to be inadequate in the late 1970's and early
1980's, the System has determined that the Hanford Project should be kept
available for power production af ter October 1977. Therefore, the plan for
construction of Nuclear Project No I has been modified. The Project as it

(
is now intended will consist of a pressurized water nuclear electric generating
plant having a nominal capacity of 1,200,000 kilowatts and is scheduled for

-7-
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NOTES TO BALANCE SHEET (CONTINUED)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1

June 30, 1974

|

|
Note C - The Project (Continued) '

comercial operation in September 1980. It will be located at another site
on the Hanford Reservation of the Atomic Energy Commission. It is estimated
that the cost of the Project will aggregate approximately $990,000,000.

Preliminary costs of planning for construction and certain
equipment totaling approximately $7,400,000 associated with the original
plant site which was abandoned have been recorded as deferred charges.
Such costs will be charged to income over the life of the new facilities
beginning with the comencement of comercial operations. (See Note D)

The generating plant will be constructed on land to be leased from
the Comission. It is contemplated that the lease agreement will provide,

I among other things, that its term shall continue in effect for a period in
excess of the estimated life of Project and be subject to renewal thereafter.

I
, It is further contemplated that the lease will contain termination provisions

which, among other things, provide for cancelle' ion in the event the System
; is unable to obtair. necessary permits and licenses from regulatory agencies.

Rental for the property is expected to be a nominal amount for each year
plus any taxes or assessments which may be imposed upon the leasehold.

At June 30, 1974, the Project had entered into certain significant
contracts which aggregate approximately $110 million to provide for services

I relating to financing, design of the plant, and the supply of nuclear fuel
and reactor components.

Because Bonneville Power Administration is a party to the net
billing agreements, under which the Administration will ac. quire the Project
capability, the System and the Administration have entered into the Project
Agreement, the terms of which extend for the life of the Project. This
agreement, among other things, contains provisions with respect to the
financing, construction, operation and meintenance of the Project and the
making of any replacements, repairs or capital additions thereto and budgeting
under the net billing agreements which are explained in Note D.

Also see Note D for a description of Project financing.

Note D - Revenue Nates
~

On August 24, 1972, the System received the proceeds from the

f
issuance of 2.457. Washington Public Power Supply System Revenue Notes, Series
1972 dated August 24, 1972, due and redeemed August 24, 1973 and payable in
the principal amount of $1,500,000. Of this amount, $931,062 was allocated
to Nuclear Project No. 1 for preliminary planning purposes.

-8-
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NOTES TO BAIANCE SHEET (CONTINUED)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
!- NUCLEAR PROJECT NO. 1

June 30, 1974

.g
Note D - Revenue Notes (Continued)

-

On February 28, 1973, the Washington Public Power Supply System
received the proceeds from the issuance of 4.25% Nuclear Project No.1
Revenue Notes dated February-15, 1973, due December 15, 1975, without option
of prior redemption, and payable in the principal enount of $25,000,000.

.I' Proceeds were used in part to redeem the Project's share of the $1,500,000
1972 notes.

On June 12, 1974, the . System received the proceeds from the issuance
of 5.90% Nuclear Project No.1 Revenue Notes dated May 15, 1974, due December 15,

j- 1976, and payable in the principal amount of $77,000,000.

g In 1975 the Supply System expects to adopt a bond resolution to<

4
provide for a portion of the permanent financing of the Project.

| Security

The Project's entire capability has been sold by the Supply System3

to 104 statutory preference customers (participants) and 5 investor owned'

utility c'ustomers (companies) of Bonneville Power Administration, an agency'

} of the United States Government. As security for the notes (and proposed
| Revenue Bonds), the Supply System and Bonneville executed net billing.

| agreements with the participants and exchange agreements with the investor*

owned companies. The Project's entire capability has been assigned to>

Bonneville by the participants and the companies pursuant to the respective
I agreements.

,
,

The exchange agreements provide that each of the five companies
| purchase 6.494% (i.e. 32.47% total) of the Project capabilicy during the

'

. I period July 1,1980 co June 30, 1996. The participants have contracted to
! purchase 100% of the capability thereafter. The companies will exchange

their share of Project capability with Bonneville for a certain amount of
power with payment to be made by the companies to the Project.

Pursuant to the net billing agreements, the balance of the Project's
output has been sold to the participants, which are utilities operating
principally in the western United States. The participants are obligated to
pay an amount equal to the Project's annual costs, including debt servicer

less any amounts payable by the investor owned companies pursuant to the
exchange agreements. The net billing agreements stipulate the percentages
of project annual costs and of project output allocated to such utilities.
Each such ~ utility is obligated to exchange its percentage of the project
output with Bonneville for firm electric energy and capacity which, at
Bonneville's firm power rates then in effect, will be equal in dollar valuei

I to the utility's share of the project annual. costs. Such net billing arrange-
ments.will commence on January 1,1980 or the date of commercial operation,
whichever is earlier.

-9-
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NOTES TO BALANCE SHEET (CONTINUED)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
g NUCLEAR PROJECT NO.1

1

June 30, 1974

7 ~

Note D - Revenue Notes (Continued)

| If the System is unable to issue and sell bonds or refunding
j notes to obtain funds to pay the principal of the Revenue Notes when due, or

is unable to proceed with the financing of the Project because of such
matters as the inability to obtain necessary permits and licenses, each of
the participants will pay its proportionate share of the principal due on the
Revenue Notes together with any other costs associated with the termination
of the Project.

As part of the net billing agreement, the Project has agreed to
pay all termination and standby charges and shutdown costs of the Hanford
Project (see Note A) (these charges and costs are estimated to approximate

1 $9,235,000) in the event that the Hanford Project ceases operation in 1977
or at any time thereafter. Further, comencing January 1,1980, the Project
has agreed to pay all obliga*. ions of the Hanford Project. Outstanding Hanford

i Project Revenue Bonds will aggregate approximately $48,000,000 at January 1,
1980; interest rates vary between 37. and 3.257..

Sinking Funds
'

As other security for the notes, provisions of the Note Resolutions'

established trustee administered sinking funds. The 1973 and 1974 Note
Interest Funds were established for the sole purpose of paying interest on
the notes. These funds were established in the aggregate amount of $14,746,511
which is equal to the interest to be paid on the notes from the date issued

- to maturity.

The 1974 Note Resolution established the Note Principal Fund for
the sole purpose of paying the principal on the previously issued revencei

notes. It is contemplated that the balance in the Note Principal Fund,'

together with interest to accrue on invested amounts through December 15, 1975
will be sufficient to redeem the principal amount of the 1973 Revenue Notes
at maturity.

The balances in the sinking funds at June 30, 1974 are as follows:

1973 Note Interest Fund $ 1,538,146
1974 Note Interest Fund 11,736,083
1974 Note Principal Fund 24.637.816

$37.912.045

I

|
.

-10-
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. NOTES TO BALANCE SHEET (CONIINUED)
i

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1

June 30, 1974

_

Note D - Revenue Notes (Continued)

Special Funds

Monies received from sale of revenue notes (af ter establishment
of the previously mentioned Note Interest and Principal Funds) were
deposited in Preliminary Construction Funds to be used for planning and
construction purposes. 'Ihe balances of these special funds at June 30,
1974 are as follows:

1
1973 Preliminary Construction Fund $ 8,541,117
1974 Preliminary Construction Fund 36.374.428

Note E - Retirement Plan

The System participates in the Washington State Public Employees'
Retirement System which provides benefits to the Supply Systems' eligible,

em oyees. Cost of the plan to the Project, which is determined by the
R rement System's Board, amounted to $58,467 during the period August 24,
972 (inception) through June 30, 1974.

I

I

,

i

|

!
l

f

|
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ACCOUNIANTS' REPORT ON OTHER FINANCIAL INFORMATION

Washington Public Power Supply System
Richland, Washington

The audited balance sheet of Washington Public Power Supply
System Nuclear Project No. 1 and our report thereon are presented in
the preceding section of this report. The financial information presented

; hereinaf ter, excepting coments regarding funds, was derived from the
I accounting records tested by us as part of the auditing procedures

followed in our examination of the aforementioned balance sheet, and
in our opinion it is fairly presented in all material respects in ;

|relation to the balance sheet taken as a whole; however, it is not
necessary for a fair presentation of the financial position of the
Project.

The information shown in the coments regarding funds was
obtained from nonaccounting records of the Systems. We compared this

I information with the Note Resolutions from which it was prepared, and found
I it to be in agreement therewith.

I
l

i W
3

Seattle, Washington
August 30, 1974

-12-
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STATr?!:NT 07 P't$

VA$M17:OT3 P7PLIC PLETR SIFT 1.Y SYST"
W. C L;rK TatCIC T | - 1

2' ,1972 (incept ion) to June 30, 1474Trem eo ust ,w

- _ _ _ _ _ _ - _ - _ - _ - _ - _

s ?"_ _ Pr? rs
---

INTING FLNr?
Iwis 197 19;) 1974 Afi.

* re! $r*.fa!Fre t tetaa ry Pre!!einsry Pre 11etrary Total FSSS Note Note ES$1 Eete c

Corstru6 tion Constrwe:ien Cvn s t r.c t ic?. Specisi interest -terest Interest Trincaval Fr tnc ipal S mirg r.s;;s. ! tal ei'

Fund Fund rund Funds fund Fund rund rund Tand funds Interest A!! FutJF

!s suance o f sevenue *:ote s, less
discount c f 54,411 $ 926,651 5 926,f51 9 926,451

!asurnce of Revenue Notes, less
discount of $15,675 plus .ccrued
interest from Teorusry 15, 1973

of $35,417 S21,009,325 21,0C9,?:5 $3,010,417 $1,000,000 $ 4,010,417 :5,C19,76:

Issuence of Revenue Notes, less
disecunt of 5277,200 plus accrued
interest from May 15,1974 of
$ 340,725 540,702,383 40,7C2,3."0 411,736,094 104,625,052 36,361,146 77,063,526

Additions: 35,250
AdvEeces from Pubitc Power Council 35,250 25,250

Net interfund transsctions 268,789 107,363 3 76,1.+ $20,062 (244.185) (15,821) (100,272) (35,933) ( 3 76,14 e) -o.

Interest earned on United States
Cove r nme n t and governnent agencie s'
sectrittes 9:44 9 1,352,136 178,344 1,539,9P9 334 214,661 44,660 31,334 89,910 330,5?9 1,920,895

Trsnsfers from other fund accounts is199,340 968,996 2,157,236 $1,416,667 3,573,903

Trtnsfers from other project * 73.0-2 ~ 3 . 0'. 2 73.0']-

2,159,690 23,672,2.S =0.958,0Se 66,820.022 20,396 2,950,593 11,764,933 ?)1,062 24,67),029 40,376,313 1,.16,f67 10?,el3,0;2

Dsduc t ien s:
Construction costs (inclus*tng

costs associated with aban.
dansd plant site) exclusive
af capit slized financing 17,433,055
costs 2,C93,869 11,193,057 4,151,133 17,439,056

Costs of f uel nad advances (exclusive
of c spit:11 red financing costs of 1,5?9,891
$9,131) 1,530,511 69,300 1,599,691

Disbursement of interest on revenue
notes to noteholders 20,396 20,396 1,416,667 1,437,063

Fxpenses in connection with issuance 232.515
of svenue N:tes 6,071 197,C3: 129.38 332,51.t

f)1,062 931,0E2 531,0f2
Reden?tten of Revenue Notes
Dis b a r s eme n t of prf.rcipal and interest 73.C'2

f or ett.er project 73 D*2 73,042

Resav aat c f afv ccs f rem Futlic 35,2FJ
rm" r C 4.me t t 35,250 35,250

Recalt s;9 sa r f *<: - t ie s t o 13.c r

of ,,cretred c:st er -irket 4,6-3 263,8 1 263,4S7 25,090 29,850 41,213 95,143 3 t,f 0

Trs ti rs a ether funi ucounts ?i,J h6 2.1]2, lf 2,15 7. '' A 1.416.667 1,111,''7 Nf'l,c1!
_

_;,15 f,* +0 15,1{1J31 6.af3.5"' 21 _9 ' . '? 22,3 e 1.-42.767 Ok.*50 931, 62 41.213 2.6'a M'..j,'jf2167 M i;it;.It
'

1

e ggg? gig,'. t . > ;gty; 'gg6g ;gAgt 3M'A':~ '' T!Z 30, 197 ;, g - A2,S'GQ*Nig;gg_e' )y J . , t -

-13-
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'
,

COMMENTS REGARDING FUNDS

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1

June 30, 1974

|
The Note Resolutions require that various funds be established, |

I
held, and administered in trust for the protection of the noteholders.
The funds described below may invest in government obligations of the United
States and certain of its agencies. Additionally, the Preliminary Construc-
tion Fund may invest in certain bank time deposits evidenced by certificates

*

of deposit and secured at all times in the manner provided by the laws of
the State of Washington, subject to certain restrictions relative to the
amount of capitalization of the Bank issuing such certifictes. The Note !
Resolution also provides for the semiannual transfer from the Note Interest
Fund to the Interest Paying Agent Account of amounts equal to the interest
installments due on June 15 and December 15 of each year to December 15, 1976.

Other funds will be established in the future pursuant to the
proposed bond resolution.

Preliminary Construction Fund

This fund was established to account for the proceeds from issuance
of the initial Revenue Notes for Nuclear Project No. 1 and further to| ,

account for the expenditure of such monies. The fund balance at June 30,
1974 was zero.

1973 and 1974 Preliminary Construction Funds

Note proceeds reduced by the original amount of the Note Interest
Fund and an amount necessary to redeem the initial issue of Project Rev-
enue Notes were deposited to the credit of the Preliminary Construction
Funds. The purpose of the Funds is to pay a part of the cost of planning for
the acquisition and construction of the Project and placing it into opera-
tion. The unexpended balance in the Funds was $44,915,545, at June 30, 1974.

NSSS Interest and Principal Funds

These funds were established to receive and disburse interest and
redemption monies related to the initial Revenue Notes. Such notas have now
been redeemed and the Fund balances at June 30, 1974 were zero.

1973 Note Interest Fund

The Fund is required to contain cash and investments, which when
added to the income to be earned therefrom, will be sufficient to make semi-,

annual interest payments on the 1973 Notes for the period from the last semi-
annual interest payment to December 15,1975. The balance in the Fund at3

June 30, 1974 was $1,538,146.

.

-15-
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- i. COMMENTS REGARDING FUNDS (CONTINUED)

WASHINGTON PUBLIC POWER SUPPLY SYSTEM<

NUCLEAR PROJECT NO. l' *

* June 30,' 1974

|

1974 Note Interest Fund . |
|

The Note Fund is required.to contain cash and value of investments
aggregating the amount of note interest to be paid for the period from the ,

last semiennual interest payment to December 15, 1976. Transfers are made,

on a semiannual basis to the Interest Paying Agent for purposes of paying
l

dhe interest to noteholders. The balance in the Fund at June 30 1974 s

was $11,736,083. '
'

,

197 3 Note Principal Fund .

The Note Principal Fund is required to contain cash and value of '
investments which at December 15, 1975 will be sufficient to redeem the
principal amount of notes then due aggregating $25,000,000. The balance in
the Fund at June 30, 1974 was $24,637,816. It is anticipated that interest
income-included with invested capital will aggregate $25,000,000 by
December 15, 1975. ,

Special Deposit - Interest

',

In order to pay semiannual interest on the Revenue Bonds, cash
is transferred to the Special Deposit - Interest account, which ic cdministered
by the Paying Agent bank of the System. Such cash is transferred from the
Note' Interest Fund on the day preceeding the interest payment date.

.

h. |
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{ - -

SCHEDULE OF PRELIMINARY COSTS RELATING TO FUTURE CONSTRUCTION.

0F UTILITY PLANT-

t

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
j' NLCLEAR PROJECT NO. 1

June 30, 1974

Construction in progress:
Structures and improvements $ 75,078
Performance bond on reactor construction 31,565
Miscellaneous 14,880 $ 121,523

Engineering Services:
Architect engineer 9,387,618
"--%ar fuel consultant 35,975

'

Consulting engineer 9,196 9,432,789

Legal Services 4,824

Administrative and General:

I
Salaries 147,580
Office supplies and expenses 65,155
Regulatory expenses 100,708
Outside services 18,560i

Employee benefits 7,721
Miscellaneous 8.249 347,973

Capitalized finance costs charged to construction:
Interest paid or accrued on Revenue Notes 692,506
Less accrued interest received on sale of

Revenue Notes 340,725 351,781

j Amortization of debt discount and expense 38,781
I 390,562

Lee:5 interest earned on United States Government
and other qualifying investment securities (net of
revaluation of investment securities of $364,630) 23,369

PRELIMINARY COSTS RELATING TO FUTURE CONSTRUCTION
OF UTILITY PLANT AT JUNE 30, 1974 $10.274.302

,
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WAS!!!NGTON 'PUBlilC l>0WER| SUPPLY SYSTEM

GENERAL FUND --GENERATING' FACILITIESI=-

BALANCE SHEET =' y_ ,

1

April 30 Increase.L' 1975 -1974 (Decrease)-
ASSETS ~

-' CURRENT ~ ASSETS:

' General Plant-(Net)' |$ 49,300- $ 160,600 5 (11,300)

!
' General fund: 8,800 580,500; .(571,700):

Cash
- I nves tments . 575,000 210,000 :365,000

Other Current Assets 500 52,500 (52,000)

Total General Fund 584,300 843,000 -(258,700)

Generating' Facilities:
Nuclear Fuel - Enrichment Advance- 2,833,600 2,833,600

Note. Interest -Sinking Funds 1,865,100 210,900 :1.654,200

Note Proceeds Special Funds 10,570,700 2,301,400 8,269,300

Interest.A Dividends Receivabla 189,600 189,600

Special Deposits,.--Paying Agents 2,900 .

2,900-

'Other Current Assets 211,200~ 13,500 197,700

| (.. Total Generating Facilities - 15,673,100 2,525,800 13,147,300

g- TOTAL CURP.ENT ASSLTS' 16,306,700 3,429,400- 12,877,300
>

t DEfLRRED DEBIT 5:
Unamortized Debt Discount & Expenses 71,900 300 71,600

Preliminary Survey & Investigation:
Nuclear Project-#4 733,400 54,100 679,300

Nuclear Project #5 1,552,800 1,552,800

Nuclear Project #6 A 7 272,900. 272,900 -

Skagit 28,800 28,800'

Middle Snake - High Mtn. Sheep 3,290,600 3,191,700 98,900

Other' Steam Plants & Projects 89,000 83,000

, Total Prelim. Survey A. Investigation 5,967,500 3,334,800 2,532,700

Clearing Accounts - General Fund 126,100 (367,300) -493,400

Miscellaneous Deferred Debits 144,000 '145,800 (1,800)-

TOTAL DEFERRED DEBITS 6,309,500 3,113,600 3,195,900

-TOTAL ASSETS-- $ 22,616,200 $ 6,643,000 $ 16,073,200

I .GHG

'

.

.. -

k.[ , . , ,, .. . .. . . ~ i$... t . , , . , , . . . , . . , . , . , . . . . . . . . . . . _ . _ _ . _ _ _ _ _ _ _ . _ _ _ . . . _ _ _ _ _ _ _
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WASHINGTON PUBLIC POWER SUPPLY' SYSTEM

' GENERAL FUND - GENERATING FACILITIES
,

BALANCE SHEET
.

April 30 Increase
1975 1974 (Decrease)

LIABILITIES

. GENERATING FACILITIES NOTES
$ 17,500,000 $ 2,500,000 $ 15,000,000

CURRENTLLIABILITIES:
General Fund:

Warrants Outstanding 486,800- 395,800 91,000 ~_

36,500 12,300 24,200
Accounts Payable
Other Current liabilities 41,000 36,900 4,100

Total General Fund 564,300 445,000 119,300

Generating Facilities: 74,600
Warrants Outstanding 74,600

Accounts Payable 130,400 19,600 110,800

'- Interest on Long Tenn Debt 482,900 -482,900:

Other Current Liabilities 140,900, 140,900

Total Generating Facilities - 828,800 19,600 809,200

TOTAL CURRENT LIABILITIES 1,393,100 464,600 928,500 )
!

OTHER DEFERRED CREDITS: 143,200 143,200
A & 0 Advances
Middle Snake - High Mtn. Sheep Advances 2,292,700 2,292,700

149,600 106,500 43,100
Membership Dues
Accrued Interest - A & 0 Advances 144,000 134,900 9,100

! Accrued Interest - Middle Snake - HMS 989,300 901,000 88,300

Accrued Vacation - Liability 4,300 100 4,200-

TOTAL DEFERRED CREDITS
3,723,100 3,578,400 144,700

'

TOTAL LIABILITIES $ 22,616,200 $ 6,543,000 $ 16,073,200

.

f

f

, -



. . , . ,, ,u .( ,, 7 . --~, , - . ,.e
__

/ .! | T h,i / ) i
'

: 1. :
. .

.
>'-

i. ;
.\ / .;'

- .

}tr , .

'

\\ ::,/ ; i
' , --- o .s/ . _ . . _ .

,o m o , _t-
_

. , , - - - .. - . -. 3 7-,.
. - ,f. ,\y .

-
,

\,,

( C : [ l ,i /
l |\\i ~_] I l- /[p . s,

b/b \ rJi L ; aat m
,

.

L0

i, .

%9%h U,x b . -

- m(~'a
--

fF, , /\ x /\ >
(

_

/ \ n(- -

,--

1 OL \. \ W L_/._) \l' 1- au

mr a r-- -~ ~ s-

w' |a '

|
a
-

a u , u.

[ .- [

xC-/''/
,

5] U' ~u'.

.

.

i

1

:
|

-- - .- . - .



t

i
!

&

. ..

i

)t

e
i /ATTACHMEriT 9(a)-1

- l
.. .
N-r

|1
-

|
. ,

,

i; 4 , x.-r
, - , ,

*
. r. -

... . ,

i
N

r
4

-

N [ ,* jf,,,, a. '.
^-''

' , ' j.*

f ' "., .FIVE INVESTOR-0WNED COMPANIES!1974': - , , ' .
. y ,

. a ''1
,

m,. -%.0 ,,
, ,

,

'. ANNUAL REPORT TO STOCKHOLDERS- ' L .' ^ - - ^, . -.

, y ,

t

4

-. - ^\- .g

.

>

A ke ,'2' [A'* - #

,
. i .-

. '' *d

P. t s #' [ 44 ;

sf a ,

t

. ,6 ~
,

(
.

. . .
$

t -

h h a

L

-

..

-
o

i
s, ,.

a.

$

b .

M '

h4' , 3 '.a. .

"
t . , , ,,

- - ,.- ..e 2,. . , -.e 7- o ,

[ '.- 1 e, ,3-
' ' ~rj' [ 'Qs

'

'.
# ^

'Le n, 5i
*7

* '
..a _

;" 3 ,4 'N1 *%-fg
f-

* +, ' % , *L
z Ig .. 3, 3 .a , q +t - ,,a

,

*

a'+s
~ ** 4 > 4

s c? ,7s . ,- y >,
. G-

,
+

,

.. j. w
r,-- ,

g'.
:- .

g- -: --v.- .q <

. - . . ._ . . f ... . , . ,
g r 4

f' 4 ,e ~. h, [ <$ y
- h

* 'E
* ~ *; <. SQ\,' 5' :

_ ;' . ,

? '? *, j Q ^ -? i :,, .
.

, ,-
- j'' %,.-"% , e a C *Fr^' _ .

4, , '; - . - . -
;

s
- ,, s g ;,... -. , .y.,

g|-..
' .;

,

,. ,

;! tpg * ~ . * .. q ty . ,.,

> .; .Q$j, + .
,.,

| , -*3 ~OL<- ,,
,

,}, 3 - r . , ' Y [. .'
-

P

|[i. . .if, . , ",

. . _ v , - ~,y

g.f i ,, - ~, - C. -
-t

.

{

, '- ,, e . .
.s'--t/

+u ,4.

%

p
. s c -ys>

. , -
.

ff,s, - - -
..

~ w&. :2 <y

bis ; ~ ^

if 4 , ,
.

c v ., JY;jf-'

3 .-

,

b '} - *y*

| hT *>s

h ${ * -''%- '
, , ( ,, e



Balance Sheets
Assets le>4 ,ez,

(Thousands of Dulles)
Docomtier 31.1974 and 1973

In service at oriqinal crr t (Note 9). .S589,036 5527.525
(~ ctric Utility Plant: Lrms-Reserve for (1epreciation (Note 1) . . 97.956 89.344*

491,080 438.181

Construction work in progress. incluchng S217.273.000 for
the Tro;an Nur. lear Plant at December 31.1974 (Note 9) . 264,847 213 685

Nuclear fue! . ,, ,29,385 _.16.470.

785,312 668 336

Other Property and investments: Nonutility oroperty. substantially at . ost. less reserve . 2,202 1.786c
Sales contracts receivable and other. .

3,004 3.895
5,206 5.681*

Current Assets: Cash (Note 10) . 11,703 12.195

Receivabfes:
Customers' accounts. 9,251 8.376

Other accounts and notes. 2,249 2.531

Reserve for uncollectible accounts . (355) (355)
Materials and supplies. at average cost:

Fuei oil , 15,112 3.315

Other. 6,707 4.654
.

Property taxes applicable to subsequent periods . 6,774 5.558

Prepayments. 1,040 1.11_3. .

52,481 37.387

Deferred Charges: Preliminary c.,gineering and survey casts on
proposed generating plants. 4,154 2.229

f
\ Unamortized debi expense. 2,522 2.099

Other deferred charges. 1,277 2.471

7J53 6.798
6850,952 5718.202

. _ _ _ _ .

.

!
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Balance Shaets
L SIS ".?g-

*

1974 1973
O niEN d %r

oocomear 31. sw4 and ina (Thousanos of Dos.au

Capitalization
(see accompanying statements): Common stock equity. .S241.965 5187 7/.C

Cumutative oreferred stock. 80,000 8; 20.

Long-term debt "335,344 320 %3
Total capitairzation. 657,309 593E20

Clarrent Liabilitics: Long-term debt matunng within one year. 27,199 -

Current sinking fund requirements on long-term debt . 2,386 2 3LS
- Short-term notes payable (Ncte 10). 95,791 60 1:

Accounts and wages payable. 29,253 30142
Dividends payable . . 6,774 5 529
Accrued general taxes. . . .. . .. 10,821 8 905
Accrued income taxes (Note 2). . . . 406 E22

Accrued interest . . . 5,346 4 296
177,976 112.11s

Other: Deferred income taxes-accelerated amortization (Note 4). 7,008 7.54E

Deferred investment tax credits (Note 3). 4,417 2413
Possible addit:onal income taxes and other

contingencies (Note 11). . 1,989 1.989
Deferred revenue-excess power costs (net of income taxes) . 1,937 -

Miscellaneous. 316 303.. .

Commitments and contingent liabilities (Note 15). .
- .-

15,667 12 r

S850,952 S718 2p

The accompanying notes are an integral part of these statements.

|
! .
t

i
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Statements of Capitdzdon
~

1974 1973
December 31, .."4 and 1973 (Thousand,of Dollars)

( mmon Stock Equity: Common stock S3 75 par value per
share. 20 000 000 shares aufhonzed.
13.500 000 and 10 500.000 shares*

outstanding (f Jote 12) .S 50,625 5 39.375

Other paid-in capital (Note 12). 108,146 72.183

Capital s:ock expense (1,432) (1.264)

Retained earn.ngs (Note 13). 84,626 77.452

Total common stock equity. 241,965 36.8% 187.746 31 6

Cumulative Preferred Stock, S100 Par
Value Per Share,2,000,000 Sharos

Series outstanding (redeemable at the
Authorized (Note 12): Compar.y's option):

9.76% 100.000 Shares, redeemable to,

November 1.1980 at $110 and at
reduced amounts thereafter . 10,000 10.000

7.95% 300.000 Shares. redeemable to
July 1,1977 at S 108 and at reduced
amounts thereaf ter

30,C30 30.000

7.88% 200.000 Shares. redeemable to
April 1,1978 at $108 and at reduced
amounts thereafter. 20,000 20.000

8.20% 200.000 Shares. redeemable to
July 1.1978 at $108 and at reduced
amounts thereafter . . 20.000 20.000

Total cumulative preferred stock. 80.000 12.2 80.000 1J5

First mortgage bonds-
( ing Term Debt: 3% *oSeries due July 1.1975. 27,199 27.220

3M % Series due November 1.1977.
5,906 6,166

3M So Second Senes due Nov.1.1977.
2,798 2.798

3% %Senes due November 1.1954.
8,183 8.383

4% % Senes due September 1.1986. 12,160 12.480

4% % Series due June 1.1987. 7,800 8.000

5% % Series due June 1,1990. 12,300 12.600

5% % Series due November 1.1991. 10.800 10.950

4%%Senes due February 1,1993. 13,872 14.060

4% % Senes due June 1,1993. 16,650 16.875

4% *;Senes due Apol 1,1994. 16.875 17.100

4.70% Series due March 1.1995.
13,300 13.475

5% *; Senes due June 1.1996 - 11.550 11,700

6.60% Series due October 1.1997 22.725 23.088

8% % Senes due Apol 1.1977. 20,000 20.000

9% % Series due November 1. 2000.
20,000 20.000

8% Series due November 1. 2001. 20,000 20 000

7% % Senes due November 1. 2002. 20.000 20.000

7.95% Senes due Apol 1. 2003 35.000 35.000

8% % Senes due Octobei 1. 2003 17,000 17.000

10'j % Senes due December 1.1980. 40.000 -

5%% Sinking f und debentures. due 1983. 10.500 10.875
941606

_Real estate purchase contracts .
.365,224 328.711

Unamortized premium on long-term debt - 17 32

Unamortized discount on long-term debt . (312) (352J

364.929 328.391

(' Less- Amounts included in current
habilities ,No:e t41
Long-ter m debt matunny within one year . (27.199) -

Current sinkmg f und reaunements (2.386) (2.308)

Total leng.teim debt 335.344 51.0 326 083 Mo
Totat cantahzatron . S657.309 100.0% 55938?9 1000

20
A hutenurmibLnotes are an integral part of these statements



Stateraents of Income l

_ 97n1

For the Yests Ended Docomber 31 ,

1974 ,_1973 1972_ , 1971
(Thousandsof Doitars)

5146,001 5124 833 5112.443 5104 9] S E_
'

Operating Revenues

Operating Esponses er.d Tases- Operation
Poner pttrtrx,<:d and interchaner-rwt 37.385 30.798 24.849 22.264 19477

Prorfuction 7.675 5 941 2.357 2.100 1.9.~ 3

Transme,sion and d4strit,ution 7.914 6.742 5.988 5.500 4 70

Administ sitvc and othw 14.806 12.762 12437 11.761 to 044

Maintenance and repairs itete ti 6.397 5.749 4.%9 4.636 3 EC2

Depraiation annuity and interest on 5?.
senhng fund rxinod f tJote l) 12.060 11.290 9.962 9.231 8.175

Taxes other than income tanes : tete 16) . 14.322 12.746 11.% 4 10.849 10.035

Taxes on income itetes 2. 3. 4 and 8).
State . (99) 281 722 921 43.:

Federat . (732) 1.938 5.408 6.749 31CC

Disposition of utilifv plant . 10 (858) (125) - -

Total operating expenses
and taxes 99.738 87.389 78.531 74.091 62 415

Utility operating income 46.263 37.444 33 912 30.628 25875

Other inoame Allowaoce for funds used during
construction (Note 5) 17,004 11.090 4.610 1.789 79?

Other income and deductions-net. 255 310 338 99 332*

Gross income . 63,522 48.844 38 860 32.716 26 999

Interest Cherges-. Interest on long-term debt 20.734 18 591 15.132 13.C47 11.377
.

Interest on st. ort-term notes payabic . 9.488 3 279 848 658 1.779

Other interest and amortaation . 382 358 311 108 102

Total interest charges. 30.604 22.228 16.291 14 433 132f5

32.918 26.616 22.569 18 283 13 741
Notincome 6.577 5 247 2.196 976 152
Preferred Dividond Requirement

$ 26.341 5 21.369 5 20 373 $ 17.337 51" * a9
)locome Avelleble for Common Stock. - - - - - = =-__w

12.125.000 10.500 000 9.606.637 8.666.CC 7 8.3Lv^Averego Common Shares Outstanding
52.17 52 CW $211 52 00 M 63

Earnings Per Average Common Share
51.52 51.48 51.42 51 38 51 33

Dividends Deciered Per Comrron Share.

Management's Discussion and Analysis of Statements of income
.

fo!!ows Notes to Financial Statements.

Statementsof Retained Earningsi

i

For the Years Ended December 31 1974_ 1973 1972 1971 1970
'

(Thousandsof Dollars)

S 77.452 571.980 565.809 560 933 558.556
Selence et Beginning of Period

32.918 26 616 22.569 18.283 13741
Add-Not lncomo

110.370 __98 596 88.378 79.216 72 29,'

Deduct- DivKiends declared
On common stock 18.810 15 540 13.845 12.075 10 $ 55

On preterred stock 6.5 /7 5.247 2.196 976 152

WiteOf t ;over thO tit & year 00ried
ended 1974i of a portion of
investment in o*to nonstility property
in Compliance mtn Federi:1 Mer
Commisseen reca.rement' 357 357 357 356 357

,

25744 21 144 16.398 13407 11.204

5 84.626 577452 571.980 565 N3 SCe 933
Belence et End of Period (Noto 13) === r_=.- m-. .: =

I
The accompanying notes are an integral part of these statements.

.
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Statementsc7 Scurcesc7 Funds
Invested in Esctric UiBiy Plant

I
f . the Yosts Ended Doccmtdr 31

(Thousands of Doitars)

Funds Generated interna!!y: Incorne available for
common stock .S 26,341 5 21.3G9 5 20.373 517.307 513 583

Depreciation (including
amounts charged to
other accounts)(Note 1) . 12,915 12.095 10.681 9.914 8739.

*
Investment tax credit

adjustments (Note 3) 2,004 1.350 1.063 - '184 ';
.

Income taxes deferred in-

prior years (Note 4) . (541) (541) (541) (541) (541)
Allowance for funds used

during construction . (17,004) (11.090) (4.610) (1.789) (792)
23,715 23.183 26.966 24.891 20.811

Less: Dividends declared
on common stock. 18,810 15.540 13.845 12.075 _10.855

Total funds generated
internally. 4,905 7.643 13.121 12.816 9 956

Funds Provided from Outside Sources: Long-term debt. 40,000 52.000 20.000 20.000 39.900
Preferred stock. - 40.000 30.000 - 10.000
Common stock. 47,213 - 20.075 19.650 11.955
Short-term notes payable. 122,232 113.984 79.750 21.280 21.100
Refinancing of short-term

notns payable with

(
long-term financing . (86,555) (81.370) (52.250) (24.480) (56.050)

Total funds from
outside sources. 122.890 124.614 97.575 36.450 26.905

Other Funds Provided (Used): Retirement of long-term debt . (3,152) (3.299) (4.615) (2.673) (2.772)
Change in net current assets

excluding long-term
debt due within one year
and short-term notes
payable. (12.191) 14.568 827 1.546 (1.305)

Reimbursement by lessor of
1973 construction
expenditures. 22,800 - - - -

Allowance for funds used
durin9 construction . 17,004 11.090 4.610 1.789 792

Other-net . . 1,325 (2.418) (1.087) 370 979
Total other funds

provided (used). . 25.786 19.941 (265) 1.032 (2 SM:
Funds invested in Electric Utility Plant . .S153,58] 5152.198 $_110_.431 550._298 534 555

_

The accompanying notes are an integral part of these statements.

.
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Notes to FinancM Statements

Notes 1 through 7 Summarize the
Company's Si.gnificant
Accounting Policies.

Provisions for depreciation of utihty p! ant fother than transportation cauipment) have
Note 1. been compumd on the 5% sinking fund methM as approved by the Pubhc Utility
Depreciation. Commissioner of Oregon (the "Commcsioner ). and are based upon the estimated

service hves of the various classes of property For regulatory accounting purposes
the annuity portion of such provisions is charged to Operating Expenses whereas
the portion representing interest on the depreciation reserve it included in interest
Charges in the accompanying Statements of income the annuity and interest pomons
have been combined under Operating Expenses The percentages of provisions for
depreciation (including the annuity and interest portions) to (ne total average
depreciable plant in-service balanca were 2.0% in 1970. 2.1% in 1971. 2 2% in
1972. 2 3% in 1973 and 2 3% in 19M The Company's sinking fund method of
depreciation yields depreciation provisions that are substantia!!y the same as
provisions resulting from the use of straight-hne depreciation on a group or compoOte
basis as practiced by the majonty of ut lities. Provisions for depreciation of
transportation equipment and nonutihty property have been computed at straigt.t-irnt
rates based upon the estimated service lives of these properties.
The Company charges maintenance with the cost of repairs and minor renewals.
plant account with the cost of renewals and replacement of property units. and the
depreciation reserve with the cost, less net salvage, of property units retired other
than land
The Company with the approval of the Commissioner. follows flow-through accounting

Note 2. (other than as discussed in Notes 3 and 4) for reductions of income taxes resu! tingFederal and State income Taxe;.
from various provisions in the tax laws which has the effect of passing such reductions
on to the Companys customers See Note 8 for details of income tax reductions

As authorized by the Commissioner. the Company followed flow-through accoun'for investment tax credits prior to 1972. which had the effect of decreasing incon. gNote 3.
investment Tax Credits. tax expense by S184.000 in 1970 and S423.000 in 1971 after giving effect to the

following adjustments. dunng 1968 the Company deferred two-thirds (estimated at
$368.000) of the investm qt tay credit reabzed in 1968 arising from the completion
of the Company's portion of the 500.000-volt Pacific Northwest-Southwest intertie:
the deferred investment tax credit was taken into income over a two-year period
commencing January 1.1969. this deferment was approved by the Commissioner
Effcctive January 1.1972 the Company. witn the approval of the Commissioner.
elected to defer the tax reoucticns resulting from job development investment
tax credits.
Had the Company continued to use flow-through accounting for such credits. inccrre
tax expense would have been decreased by $1.063.000 in 1972. by 51.350.000 in
1973 and by S2.004 000 in 1974 As a retult of the accounting change. however.
income tax expense was decreased by 537000 in 1972, by 580.000 in 1973 and by

-

$156.000 in 1974 af ter the deferral Vess related amortization) of 51.100.000.
.

$1.430.000 and $2.160.000 of such crcdits The deferred tax reductions are being
amortized to income over a 30-year period. the approximate hfe of the
related properties
Had the Company followed deferred accounting for investment tax credits prior to
1972, income tax expense as reported would have been increased by 533 000 in
1970. $258 000 in 1971 and decreased by $165.000 in 1972.1973 and 1974

Prior years' tax reductions attributable to the excess of five year amortization of
Not 3 4.
Amortization of Defense Facilities.

defense facibhes over depreciation computed substantially on the sum of tne years-
digits method were deferred by crediting the reductions to Deferred inceme Tases-
Accelerated Amcitization Pursuant to an order of the Commissioner. the amounts
deferred are being restored to income over the twenty-five years following the

,

amottiZalton petsod
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Notes to Financhi Stabmsats .

(Continued} .

>( 5. ADC is defined in the Federal Power Commission (FPC) Uniform System of Accountt

Allowance for funds Used 'as the not cost for the penod of construction of borrone ' funds used for con'.truction
During Construction (ADC). purposes and a reasonal;le rate on other funds when so ssed ADC is capitatued o ,

part of the cost of utility plant and is credited to Other Income. ADC ts not capitab.d
for income tax purposes The Company is currently using a 7% rate, which has been
in effect since 1968. on construction cypendit,ures other than nuclear fuel which is
capitalized at the actualinterest rate of the nuclear core notes. See Note 10 d) The
amount of ADC capitaleed has increased substantially subsequent to 1970. reflecting
the increase in the Company c construction program expenditures.

Note 6. Debt premium. discount and expense are being amcrtized over the lives of the
Debt Premium Discount and Expense. respective issues.

2
Note 7, The Company has a retirement plan for the benefit of its employees. The Company ;

Retirement Plan. funds pension costs accrued. Prior s4rvice costs of the plan are being amortized over |
I

a 25-year period. Such unfunded prior service costs at December 31,1973. (latest
actuarial valuation date). which are not recorded in the accounts, are estimated to be
$1.758.000 before income tax of fsets. This amount had not changed materially at
December 31,1974. Retirement plan costs were as follows:
For the Years Ended December 31 1974 1973 1972 1971 1970

(Thousandsof Dollars)

Charged to
Operations 3 738 s 749 $ 746 5 650 5 618
Other than encome accourtts . 823 730 711 579 _ 544,

.

Total cost .S 1.561 5 1.479 $ 1.457 5 1229 11.1C2
-

Note 8. For the Company's accounting policies relating to income taxes see Notes 2. 3 and 4
The following table shows the detail of taxes on income and the items used in
computing the diffemnces between the statutory Federal income tax rate and the

( Company's oflective rate.
For the Years EndW December 31 1974 1973 1972 1971 1970

(Thousands of Dottars)
I
' State income Taxes

Charged to Operating Expenses and Taxes-
Currently pa Tble $ (91) $ 2C9 5 730 5 929 5 442
Deferred in prior years (8) (8) (8) (8) ;6'

$ (99) $ 281 $ 722 5 921 5 434

Charged to Other income and
Deductions-Net S 34,, 5 25 $ 18 $ 5 5 __14

Fe .crat incorne Taxes.
Cnarged to Operat ng Empenses and laxes

Current;y eayatue 5(2.203) $ 1.121 5 4.878 5 7262 53 57
Deferred in prior years (533) (533) (5335 ;5331 iS33
Investment tax credit adiustments 2.004 1.350 1.063 - f.16M

(732) 1.938 5.408 6.749 3.100
Charged to Other income and

Deductions-Nel 219 67 10 (20, 21

Total 5 (513) $ 2.005 5 5418 5 6729 $3181
___ _ _ _ _

Computed Fecteral income ta gs applying statutory
rate (4811 to mcome tvfere income taxes $15.523 $13 885 513.789 $12.450 58 333

Reductions en tages resu; ten (1 frcvn

Excess tas ever t w owrecation 4.062 3 668 3.276 2 794 2 923
Costs canteced i.v tes anit espensed for ta= 1.968 1.537 951 511 4N
Allowance f ar f#.ts u..eJ aurog ccostruchon 8.162 5.323 2.213 859 36:
Investment tas credt 156 60 37 423 184
income lases stef a r ed in prior years 533 533 533 533 533
State uwe t ncs (19) 158 400 452 221

{ Asinn.tmer% e' en * g ea s acewed income twes (277) 66 608 L13n 327
l'toivity t.nc> i siswtsi -esecn t.n swer tws SIG 16 130 219 U
Other mina stem 3 335 479 223 t;7 11.

10.03ii 11 Sti0 8 371 57.'l S 15

rester al aiceny t.nes 5 (513) 5 2005 5 5 41b $ti '' ) 5.1 t i. '
'

Coroniny :. ett. vin c e.ite (16%) 09L 18 9% 25 %. Iti i

I he Ctwoiung il es net .eatsv sie th it Ilh' c.ish eutt ty f.w innviv t.tse8 vutt sutstants illy esceist tne
j arihitintN 10 t's' .is't'r tit %| J4 i' vim'h ' I.ls i3tti'nst * ler the' llt'st thit'e )t'ars



_ - _ _ _ _ _ _ _ _ - _ _ - _ _ _ _ _ - _ _ _ .

' Note 9. The Conmn/ , trr!"nhn< of thet<re;e an ii w! of Tru',t ahted.luty 1.194r> m
9,ingsletns:ntr:<j. :.s1.unnq ;bri fir',1 rns,# tg 9:lontb r, .usel t)/ the Cor.1pany can'.ht u -
a 6:ect t.. J trsorty:q: h ti ora suf,wn! willy all progn:rt/ nm! franches. of her than

,

9*

cepre.'.ly #;Mr:pttri prop. ty. Own'si h/ tho Cornpany

Note 10. Short. term bvrowings consisted of Iho following:
Decemtx:e 31 1974 ;

(Thour, ands of Di.. .a
-

t knis Iv.an , f a . $52.100 SN ' J
COenme;r(,3,si (n!& 'id - i8y

Pollution core / tewt, el 27.000 27 w'

Less tond bed by Cr/ pany (8.125) ' . -

fure, tel in fut (2.45% ;14 E

IJuclear core s%:es (d, 27.27s ' 1241

Total short-to m txstruinngs(eL 9 5.791 56S1.:

(a) Bank loans. At December 31,1973. the Company had credit agreements with
. banks. matunng August 31.1974 which provided that the Company could borrow at
the prime commercial rate in offect on the date of borrowing. prepay and reborro.v
from time to time up to a maximum amount ,of $150.000.000 The credit agreements
provided for a commitment fee of % of 1% per annum on the unused commitment.
The Company has a new credit agreement with banks. effective August 30.1974
and maturing August 31.1976. which provides that the Company may borrow. prcpay
and reborrow from time to time up to a maximum amount of $150.000.000 The
interest rate on the first $75.000.000 of the commitment is the prime commercial rate
in offect from time to time and on the ba' ace 115% of the pnme commercial rate in
effect from time to time. The new credit agreement provides for a commitment fee of
% of 1% per annum on the unused commitment and a service fee determincd by
multiplying S1.875.000 at the end of each quarter by the average daily prime
commercial rate percentage in effect during such Quarter The unused commitments
were $121.500.000 at December 31.1973 and $97.900.000 at December 31.1974.
It is understood that the Company will maintain compensating cash balances under
the credit agreements; however. there are no legal restrictions to the withdrawal of
such balances. The compensating balances were calculated as follows:

December 31 1974_ _ )3
(Thousand*,of Do!!ars'

Compensanng cash ba ance recuirements. $ t0.500 51007
Less-Float * 3.119 12fi

8 7.381 5 87.:3

" Float ' is the difference beteen the balances recorded on the Company s books and the balances shown
on ino tank statements.

(b) Commercial paper. The Company issues commercial paper from time to time at
varying interest rates The Company expects that a sum equal to the amount of
commercial paper outstanding at any time will not be borrowed under the credit
agreement discussed above, but will be reserved by the Company for the purpose
of back-up support for such commercia! paper.
(c) Pollution control bonds. The Company has entered into an agreement with tne
Port of St. Helens. Oregon (the " Port 1 to provide up to S60.000.000 of financing fo-
the pollution control facihties at the Trojan Nuclear Plant The Company will iease the
facilities to the Port and in turn sublease the facilities from the Port.
At December 31.1973. the Port had issued $27.000.000 of 6% short-term pollution
control bonds to a bank on a pritate placement basis The short term pollution centrc!
bonds n'atured in November 1974 and the Port issued S27.000.000 of 8% short-term
refunding pollution control bonds. The Company had received $12.714.000 at
December 31.1973 and S24.541.000 at December 31.1974 for completed pollution
control facilities: the balance of the proceeds having been placed in trust for
investment pending comptotion of the facihties
The ' Port plans to issue up to $60.000 000 of long-term pollution contrel usnds to the*

public. and a portion of the proceeds will be used to refinan: e the $27.000.000 o'
short-term refunding pollution contr01 bonds. On December 10.1974 the Suprem^
Court of the Staic ef Orepon ref used to review the decision of an intesmedia!O I
appellate ceurs confirmin(t the tight of the Port to issue such poPution control bonas
The imuance of the Ionit tea m pollution control bonds is contine ent open receivina a
favorable las inhng itom the Internai Hevenue Se.vice if 1 favorable tas ruhng m ns;
receisett. the lebe and sublease wi!! be ter minatest and the Company will repay tne
shor1.tet m r ef uniting poltution con:iol bonile, then outstanding and compensate the*

bank for the tasal'le b!atus of the intere:.! thercon

2! ;.
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(Continued}
'

i. (d) Nuclear core notes. The Company has entered m .; an agreement. t.hich may be
terminated rmh je ir to finance Tropn Plant nuclear cores up 1o a mimmum of
$35 000 000 Under the a'pcemen! a trust issuos its short-term notes suppcrten by
bank s irrevzabte lotters of credit The agreement provides for the Company to rew
the nuclear core no!% ou%tand ng as the noclear cores are consumed Theinterest rat
on the nuclear core notes is the current rate in effect for the trust s shott-term ncied
in addition tne Company must pay a fee of N of 1% per annum on the average da:i/
outstanding amount of such notes.
In June 1974 the Ccmpany cntered into an agreement to finance nuclear ccres fcr o
second nuclear p? ant up to a maximum amount of $40 000 000. The terms of this
agreement are substantially identical to those in the Trojan agreement. The first
financing undcr this agreement tock place in August 1974.
(e) Aggregate short term borrowings. The weighted average interest rate for the
outstanding short-term borrowings was 8 5% at December 31.1973 and 1015 at
December 31 1974 The maximum amount of such borrowings outstanding was
$62.664.000 donng 1973 and $141.076.000 during 1974, the average daily amounts
outstanding were 533112.000 and S84.808.000 and tne weigh'ed average daily
interest rates were 81'a and 10.1% for the respective years The interest rates are
calculated by using the rates of such borrowings but excluding the fees discussed
above and the effect of the compensating cash balances

Not J 11. Provisions for Possible Additional income Taxes and Other Contingencies were
provided from income in years prior to 1970 as directed by the Commissioner. The
Commissioner has assumed jurisdiction over this item and has otdered that no pcrtion
of it shall be disposed of without his permission. but has indicated that he will permit
it to be used for additional income taxes or for any other purpcse from which the
Company s.c_ustomers_may_ derive benel;t.

! Note 12. The following changes occurred in the Common Stock. Cumulative Preferred Stock

( and Other Paid-in Capital accounts (Dollar Amounts in Thousands):
Cumulative

Common stock Preferred stock
Number $3.75 Number $100 Other

of Par of Par Pait-m
Shares Value shares Value Capcl

Outstanang December 31.1969 7.900.000 529 c25 - $ - $ E252
Salesof stuck . 000 000 2 250 100.000 10 000 9 70-

Outstanding Dc; ember 31.1970 8.500.000 31 875 100.000 10 000 30 9.-..

Sales of stock 1.000.000 ~3750 - - 1E -

Outstandag December 31 1971 9.500.000 35625 100.000 10 000 55s'

Sales of s:ock 1.000.000 3 750 300.000 30Ouc If 3h

Outstand ng December 31.1972 .10 500.000 39 375 400.000 40 000 72.1L3
Sales of r,tock .

- - 400 000 40 000 -

Outstano.ng Decembe< 31.1973 10 500.000 39 375 600.000 60 000 72 163
Salesof stock 3 000.000 11 250 - - 35963

Outstand >ng December 31.1974 13 500.000 550 6_25 8_00_000 5SO 000 51CS to6

On January 23.1975 the Company issued 300.000 shares of 11.50% Senes
Cumulative Preferred Stock for net proceeds of $29.020.000.

Not J 13. Retained Earnings of 574.660.000 at December 31.1973 and $82.052 000 at
December 31.1974 are not restricted for cash dividends under the provisions of the
Indenture of Mortgage and Deed of Trust. dated July 1.1945. secunng the Company s
first mortgage bonds

.
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MW Uncler the inrms of the indr:nturver:cunnri the Comp;ny's first mort <wy: hont. mef ,
del >nnturs,. the folloninr3 vincep::1 amourits el bonris and dr42enturen in.orne duo

' ' - for redemption through :.mkmg funds and nutuntifs cunny the yean,19/b
. *

. through 1979
Sm6cg Fund negrirements

'

Bonds
Rraconrod l' ire

as of Net item. .nmg Mort 9
Aggregate Dmembcr 31, s.ntung rund - Bond*

Requirements _ _ ,1974_ _ hequwernents Matur+ ties

(Thousandsof Mars)
.

$27M'M1975 . .53468 $1.082 $2.386 *

1976 3.378 611 2.767- -

1977. 3 628 75 3.553' 28 100

1978. 3.598 - 3 598- --

1979. 4.249 - 4.249' -

Sinlung fu rs m amoun's cf $250 000 in 1976 $725 000 in 1977. 51050000 in 1978 and 51.7010C0.na

1979 may be msfied b/ cted9ng available actions caual to 166% of the sinhng fund rV1uirernen*

Note 16. (a) New construction for the year 1975 is estimated at $140.000.000. excluding
the proposed new headquarters complex which is expected to be financed by a
sale-lease back arrangement. Purchase commitments outstanding. relating pnncipally
to construction. totated approximately $251.500.000 at December 31.1973 and
$241,700.000 at December 31.1974. The Company has made substar.lial commitments
under long term agreements to provide nuclear cores for its Trojan Nuclear Plant
and its proposed additional nuclear plants. Such agreements may be terminated ?nd
would require payment of termination charges.
(b) The Company has entered into long-term power purchase contracts, expiring from
2005 to 2018. for portions of power from public utility districts' plants on the Columbia
River. Power purchase prices are based on a proportionaa share of the operating
and debt service costs of each project whether or not opera ole. The agreements

. provide that the districts insure the plants to the extent dee ried adequate b/ them.
Significant statistics regarding these projects are as follows

Kilowatts available to the Company (name plate rating). 874.700..... .

Estimated current annual operating and debt service cons. . . .$13.500.000
(c) All of the Company's hydroelectric plants are licensed by the FPC. Upon the
expiration of a major license. a new license may be granted to the Company or upt I

payment to the Corrpany of its " net investment" therein, not to exceed "f air vaiuc.
plus severance damages. the projects may be taken over by the United States or
hcensed to a new licensee. The licenses provide that after an initial 20-year
period earnings in excess of a specified return are to be set aside in an amortization
reserve which may reduce the " net investment" in the projects. The original hcense
on the Oak Grove Hydroelectric Plant-Project No.135 expired in 1972 and the
Company made apphcation for a new license for that Project. The United States has
not acted to take over the Project or to issue a new license. Annual licenses have
been issued on the same terms and conditions as the original license. Prehminary
studies of " net investment" on Project No.135 have been made by the Company
and the FPC staff. In the opinion of management. the final determination cf " net
investment" as of the expiration of the annual license will not have a significant
effect on the financial position of the C mpany.
The remaining major licenses expire from 2001 to 2006. The minor part license on
the Bu:1 Run Hydroelectnc Plant-Ltcense 477-expired in November 1974. An

.

annual hcense has been issued on the same terms and conditions as the
original hcense.
The Company hc4ds state bcenses covering all or portions of certain hydroelectric
projects which are also covered by'hcenses under the Federal Power Act. Such hcena n
expire between 2002 and 2011. Each of the state licenses, except one. contains
provisions similar to the Federal Power Act licenses with respect to amortization
reserves and authorizes the State of Oregon to take over the project when it
is fully amortized Under state law. the state or any municipahty may acquire a pro;ect
subject to state license upon not 'ess than two years' notice at the fair value thercc'

,

but not exceeding the then " net investment.' or otherwise may acquire a project*

by condemnation proceedin0s--
|- '

g) '

.
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Notes to FinancM Statsmats
'

(Continueci}
(d) The minimum annual rental commitments of the Company under all noncancelab!e
leases at Decr mbcr 31,1974 are as follows:a

Non- sub-
capitahzod lease
Financing Rentats *

_ Basic , Leases (Credit) Total

(Thousandsof Doflars)

19/5 5 1.103 $ 4.368 $ (50) $ 5421
1976 1.049 4.365 (50) 5.361

1977 918 4.363 (12) 5.269
1978 854 4.363 - 5217
1979 688 4.363 - 5 051

19841984 3.442 21.812 - 25254
19891989 1.973 21.812 - 23.765
19:0 1994 1.606 21.713 - 23 319
Rerrwnder . 7.031 18.442 - 25473

Total . $ 18 664 5105.601 $I112) $ 12415_3

During 1973 the Company entered into 25-year leases of combustion turbines located
at two of its generating plants. In August 1974 the Company entered into 25-year
leases of combustion turbines located at its Beaver plant site The totallease
commitments for the combustion turbines represent $104.196.000 of the amount
shown above as noncapitahzed financing leases. The present value of these leases
computed ucon the 5 9% interest rates (1973 leases) and 6 56% interest rates (1974
leases) implicit in the leases was approximately $24.744 000 at December 31.1973
and $53.155.000 at December 31.1974. In the event of certain contingencies the
Company may be required to purchese the turbines from the lessor at a maximum
price of $59.281.000 in 1975 and at decreasing amounts thereafter. Such purchase
would reduce the $104.196.000 of lease commitments to the extent of lease payments

{ then remaining At the expiration of each lease the Company has options to (i) renew
the lease for five years at the then fair rental value or (ii) purchase the turbines at
the then fair market value. Substantially all other leases with options to renew provide
for negotiation of the amount of rental at the time of exercising such options. Other
leases with options to purchase are not material.
If all noncapitalized financing leases had been capitalized during the years 1972.
1973 and 1974. the effect on the Company's average net income would have been
less than 3% during such years. If all present noncapitalized financing leases were
capitalized. the Company does not anticipate that the impact on net income in future
years would exceed 3% of average net income.

Note 16. Supplementary income information:

For the Years Ended December 31 1974 1973 1972 1971 1970_
(Thotendsof Dollars)

Tames other than erwome lates. charged
directly to tax empense
Property 510.790 5 9100 $ 9.330 5 8613 5 8.007
Fgroli 807 692 521 452 415
City tazes and bcense fees 2.446 2.131 1.866 1.674 1.5C6
Ch5cr . 279 223 227 110 107

Total $14.322 512146 511.964 510 849 $10 u35
Rentals chaNed t0 operation expense accounts *

Dasic rentals S 99? $ 960 $ 922 $ 902 5 870
Contingent rentats" 166 141 172 154 141
Noncapitahzed financing leases 2.869 455 14 15 15

otal y @26 Sj p g $ y_ 0S 5 g,j S 1;RMu=

*See Note 15 # for det.v4 conce"eg the Company s ionq term lease comn ments*

** Dase(f on kah Of syn s gmeratsOn at CC'!Jin Cempany hy(p0efectric projects

The amounts of mam:enance and repairs. depreciation and taxes other than income
( taxes included in the Statements of income but not set out separately therein are

not material
The amounts of deptwiation and ames tization of intangible assets. advertising costs
and research .tod deselopment costs nero nat material

.
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f ' Report of
Indspendant
Pub!!c
Accountants

.

.

I

To the Board of Directors and Stocklioiders of Portland General Electric Company:

We have examined the balance sheets and statements of capitalization of Portland
*

General Electric Con pany (an Oregon corporation) as of December 31.1974 and
1973, and the related statements of income. retained earnings and sources of funds
invested in electric utility plant for the five years ended December 31,1974. Our
examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting records and such other
auditing procedures as we considerec' necessary in the circumstances.

In our opinion. the financial statements referred to above present f airly the financial
position of Portland General Electnc Company as of December 31.1974 and 1973
and the results of its operations and sources of f unds invested in electnc util'ty pla~
for the five years ended December 31.1974. in conformity wth generally accepted
accounting princinics applied. except for the change (with which we concur) in the
method of accounting for investment tax credits as ut.scnbed in Note 3. on a,

consistent basis during the periods.

Portland. Oregon.
February 14.1975.

-
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Managsment's Discuselon
ind Analysis of '

ntatementsoHncema
.

Numerical Notes refer to Notes to Financial Statements

(a) Operating Roycnues: Total operating revenues increased S7.524.000 during 1972. $12.390.000 during
1973 and 521.168.000 dunng 1974 The 1972 increase was primarily due to an
increase in total kilowatt-hour sales in 1972 over 1971. Energy conservation measurcs
resulted in lower than anticipated sales to ultimate customers in 1973 and 1974
To the extent that the reduction occurred during the winter months of 1973-1974 and
reduced the necessity to operate the Company s combustion turbines, the result
was a lower cost of power produced The 1973 and 1974 increases are primarily due
to the impact of general rate increases in October 1973. the Company was grantec
a rate increase of 22.5%. including an It';intenm increase in April 1973. Commencing
in September 1974 the Company was permitted to add 2 0 mills per kwh to all bills
in order to recover the cost of power in excess of 4.8 mills per kwh during the
1974-1975 winter Excess power costs amounted to 52.866.000 during the last four
months of 1974. all of which is included in 1974 revenues The 9.7% rate increase
granted the Company in late December 1974 had no effect on 1974 revenues.

(b) Power Purchased and These costs increased $2.842.000 dt:nng 1972. 59.533.000 during 1973 and
Interchange-Net and Production: 58.321.000 dunng 1974. The increase in 1972 was primarily due to the related

increase in total kilowatt-hour sales referred to in (a) above. The increase in 1973 and

(
1974 results from several factors. Until September 1.1973, the Bonneville Power
Administration ("Bonneville ') was contractually obhgated to supply all of the
Company's firm power requirements in excess of its other power resources Since
that date, this resource has been replaced by other energy sources generally at
costs in excess of Bonneville rates During 1973 and 1974 the Company added*

combustion turbine generating capacity. The corabustion turbines were acquired
under long-term leases and the lease payments are included as production expenses
Although the combustion turbines have been operated for relatively minor periods,
such operation together with the lease payments have increased the Company's
production expenses.

.
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(c) Other Operation and Expenses in these categories have increased due to the effect of inflation and the

_ Maintenance Expenses: increase in the number of customers and the number of Company, employees._ _

(d) Taxes Other Than income Taxes: These taxes have increased in all penods. pnmarily because of additions to elec:r.c

___ ....
- - _ . _.91'I8.ty p! ant and increased operating revenues _ _

(e) Taxes on income:
Taxes on income decreased S 1.540.000 during 1972. 53 911.000 during 1973 an :
S3.050.000 dunng 1974. Changes in Federal and state income taxes are generany
related to changes in income before income taxes; however, the Company's inccre
tax accounting policies do not utilize full interperiod income tax allocation. The tric
most significant items resuhing in differences between book and tax inccme are
excess tax over book depreciation and allowance for funds used during construe: cn
( ADC) which is not taxable for income tax purposes. During 1972.1973 and 1974.

i

ADC resulted in a significant portion of the decrease in taxes on income. See Nc:es
2. 3 and 4 for the Company s income tax accounting oolicies and Note 8 for detads
of taxes on income. Reference is also made to Note 3 for the change, effective
January 1.1972. in the accounting principles with respect to the method of accountng
for investment tax credits.

(t) Allowance for Funds Used AOC increased 52.821.000 during 1972. 56.480.000 during 1973 and S5.914.000

During Construction (ADC): during 1974. The increases are related to the substantial increase in the Company * g
construction program expenditures. See Note S.

(g) Interest Charges on 1.ong-Term Debt The Company's annual cons:ruction expenditures have increased significantly since
and Short-Term Notes Payable and 1970. This has required substantial external financings.through the sale of long-te m
Preferred Dividend Requirements: debt and equity secunties and the use of short-term notes payable. These financing

requirements resuttnad in increased interest charges on borrowings of S1.655.0C0
during 1972. 55 890.000 during 1973 and 58.352.000 during 1974 and tesutted in'

increased preferred dividend requirements of S t.220.000. 53.051.000 and S1.333 COO
during such years. A part of these increases has been capitalized See (f) above.

,

.

.
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4

-- . Puget Sound Power & Light Company _
,

Balance Sheets

I. Assets:

,

December 31 December 31
1974 1973

(Thousandsof Dollars)
UTILITY PLANT (Notes 1,2. 8 and 14);

Electric plant, at onginal cost. . $672.269 S576.912
. . . . ...... . ..

Less accumulated depreciation. . 92.766 -81.074-
. ... .. . . .. .

579.503 495.838-Net utility plan' ............... ...... . .....

.

OTHER PROPERTY AND INVESTMENTS:
879 796Nonutility property, at cost. . . . . ..... .... ..........

>

Investment in and advances to subsidiaries (Note 1) . . . . . . . . . . . 2,843 2,700

Other investments, at cost . . . . . . 880 1.46S i
. ..... ........ .....

Total other property and investments . 4,602 4.961.... .... .

CURRENT ASSETS:
Cash (Note 9) . . . . . . 3.701 1,294 '

.. .. ..... ............. . ..
'

Accounts receivable (Note 1). . . 17,904 13.172
.. . ... ...... ..... ..

Materials and supplies, at average cost. , 9,433 5.596. .. ...... ...

Current portion of deferred income taxes (Note 1) . . . . . . . . . . . . 900 -

Prepayments . . 1,326 1,195
.......... .......... . ..... .. .. . ,

Total current assets . . . . . . . . . . . . 33,2S4 21,257............

DEFERRED CHARGES:
Advance under power contract . 906 937

. . ... ... ....

Unamortized debt expense . 1,069 772...... . ......... ... ...
,

Accumulated income taxes (Note 1) . . . . 829 -703l . .. ... .. . .

707Thermai plant feasibility costs . . . . . . . . . . . . . . . . . . . . -

Prepaid power costs . . . . . . . . . . - 2.573..... ..... ........

Othe r . . . . . . . . . . . 1.104 1.524... ... ... .. . .... . ....

.

Total deferred charges. . . 3.908 7.216'

.. . ... ...
_

$621.277 SS29.272

The accompany ng notes arc a part or tne lananc at s'a:ements

' )

.

I
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Liabilities and Capital
%#

December 31 Deumbe 31
1974 '973
- - - .

CAPITAllZATION (Thou > ands of D .'fars,-

Shareholders' investment:
Common stock (Notes 6 and 13). . . S 49.979 S 23.855.. . ..

34.689 26.975~ Additional pad in capital (Notes 7 and 13) .. . .

Earnings reinvested in the business (No'c 3) . 81,391 73.202
,

Total common equity . . 166.059 1:1 025..... .. . . ......

37.122 39.345Preferred stock (Note 4). . . . ... ... .. ..... ...

Convertib!e preferenco stock (Note 5). 14,814 14.814.. . ....... .....

Total shareholders * investment. . . . 217.995 193.187. ... ...... ..

Long term debt (Note 8). . 318,749 256.116.. . ....... .. ........ . ..

Total capitalization 536.744 454,303.............. .. . ........

NOTES PAYABLE TO BANKS (Note 9). . 30,500 41.003. ............. ....

CURRENT LIABILITIES:
Commercial paper . . . . . . 15,700 6.000............ ...... .....

Accounts payabic . . . . . . . . . . . . . . . . . . . . . . . . 4,704 4,679. . .....

Accrued expenses:
Taxes................... .... ...................... 12.457 9.649
Sala ries and wa g es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,667 1.547
Interest . 4,226 2.175........... ... ................. . ....

. ...... .. . 2,441 653Othe r . . . . . . . . . . . . . . . . . . . . . . . .
I'

y Total current liabilities , . . . . . . . 41,195 24,703. . .... . .

DEFERRED TAX CREDITS (Note 1):
Accumulated investmt;nt tax credits . . . 3.754 2,449. .. . . . ..

Accumulated income tax credits . . . . 1.223 833..... .......

Total deferred tax credits. . 4,977 3.282. ... ....

OTHER DEFERRED CREDITS:
Customer advances for construction (Note 1). 3.213 2.942...

.. . .... .. . . 2.572 1.230Other . . . . . . . . . . .

Total other deferred credits. 5,785 4.172.. . . . .

ACCUMULATED PROVISION FOR SELF. INSURANCE. . 2,076 1.812.

COMMITMENTS AND CONTINGENCIES (Notes 2 and 11). . . . . .
$621.277 5529.272

-
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~ Puget Sound Power & Ught Company - -*

i
I
4

Q^ .

Statements of Income
Year. Ended Dev:mber 31

~' 1974 1973

3Muwisof Dollars)

.... . $142.393 5116 902
OPERATING REVENUES (Note 1) . . . .'

.
.

..

d OPERATING EXPENSES;
Ope ation:

. 32.163 25 582
.' :. Purchased and interchanged poner - riet
.

.'
. 26.024 23 148

.. ... .

6 140Other . . . . .... ....... .. .. .... 6,401... . . .Ma'-tenance . . . . . ......... . . . . .. .
13,850 12.331

Depreciation (Note 1) . . . . . . . . . . . . . . . . . .... ... .

Tayes other than Federalincome taxes. . .. . . . 17.042 14.861

Federal income taxes (Notes 1 and 10): 7,335 2.958
Payable currently. . . . . . . . . . 1,305 919. .... .. .. .. .

Deferred investment tax credits . .. .. . .. ... .

(637) 266
Deferred - other . . . .... . . .

. .. .. '

103.483 86 205
Total operatin0 expenses . . .. ...... . . .

. ... .... . 38.910 30.697
OPERATING INCOME;. . . . . .

OTHER INCOME - NET:
Allowance for funds used during construction (Note 11 4,423 1.899

.... .

1,795 1.414
Miscellaneous - net. . ... ...... . . . . .. .

6.218 3 313
Total other income - net . . ....... .

(.*# INCOME BEFORE INTEREST CHARGES.
45,128 34.010

..
. . ... .

INTEREST CHARGES: 18,723 15.670
Interest and amortization on long. term debt . . .... *

5.020 2.877
Other . . . .. .

. .. . .

Total interest charges . . . . . 23.743 18.547
'

21.385 15.463
NET INCOME . .. ..... .. . .

LESS DMDEND ACCRUALS:
*

2.240 1.495
Preferred stock . . . . .. .. . .. . . .

1.074 1.074
Cenvertibic preference stock. .

3.314 2.569
To'ai dividend accruals.

,

.. .. .

. $ 18.071 5 12.894
NET INCOME FOR COMMON STOCK. . ...

COMMON SHARES-WEIGHTED AVERAGE: . 4.483,216 4.379.832
Outstanding . . . ............ .. . . . .

Assuming full conversion of preference stock. . . . . . . . 4,932.140 4.828.806
.. ..

.

EARNINGS pen CJMMON SHARE (Note 1):
$4.03 $2.94

Assuming no conversion of preference stock . . . . ... . ..

$3.88 S2.89
Assumin0 ull conversion . . . . . . . . . . . . . . . . . . . . . .

. .
f

The a;CorTT3'tyvt1g 110fes arc a part Of thO f.'tJMCial s'.1tcms'"*s.

y.
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Statements of Earnings Reinvestedin the Businessy
Year , Ended D'/.emt,sr 31

-1974 1973

(Th5t[ sands c' Jolls's)

BALANCE AT BEGINNING OF YEAR. $ 73.202 i. 68 778.... . . ...

21.385 15 463NET INCOME . . . . . . . . . . . . . . . . .... .... . . ..

94.587 84 241Total . . . . . . . . . . , . . . . . . . .. . . . . . .
___

DEDUCTIONS:
Cas5 divicends paid:

Preferred stock . . . . . 2.307 1.294... .......... ...........

Convertible preference stock . . . . . . . . . . . . . . . . . . . . . 1.074 1.074..

Common stockt . . . . . . . . . . . . . . . . . . . 8.693. 8.671... ..

Expenses relating to issuance of equity securities:
8% Preferred stock. 150.000 sh a r e s . . . . . . . . . . . . . . . . . . 248 -

Common stock. 600.000 shares . . 874 -
... ..... ..........

Total deductions . . . 13,196 11.039. ...... .............. ....

BALANCE AT END OF YEAR (Note 3).. .
... S 81,391 5 73.202...... . . .

f1974 and 1973. $1.98 Det snarc.

The accompanying notes are a part of the fonancial s'a'ements.

|

,

s

i

>

V

.

21



- . _- -

.

Puget Sound Power & Light Corr.pany,

-.

1(w Statements of Changes in Financial c'osition
Years Ended December 31

1974 1973
__

(Thc , ands of Dollars;

- Funds Provided by Operations:- ,. S 21.385 S 15.463
.. ... .... .

Net income ......

' Add (deduct) items not affect ng working capital in the
current period:

Depreciation, including amounts charged to other
. 14.751 _ 13.131.

expense accounts . . .

Equity portion of allowar.ce for funds used dunng construction (1.701) _ (733)
... ....... .

1.568 1.1E5
Deferred investment tax credits and income taxes - net. .

..

803 238
.................

Other. . .. .... .. ...........
36.606 - 29.287

Total from Operation: ................. . .......

Other Funds Provided (Applied): 60.000 -

Issuance of first mortgage bcnds. . . . . .. . . .. .

13.183s 15.2E3
Issuarice of equity securities ..... .. .... ... ... . ..

(10.500) 25.030
increase (decrease) irt notes payable to banks. ... . ...

3.852 2,738,

Proceeds of pollution contrc' boncs - net . .. ... .. . ..

Additions to utility plant - net of e:;uity portion of allowance
(97.094) (62.330)for funds used during construct.oa. .... .. .. . ..

2.573 - (2.573)
(Increase) decrease in prepaid power costs. .

(12.074) (11.039)
.. . .... ...

Payment of Jividends . .
..

. .. ... . .. . ..

(2.152) (569)

{Q Reacquired securities . . . ... ..... ... . ..

920 1.323 -
Miscellaneous - net. . . ....

.... .. .. .

g S (2.660)Decrease in working capital .' . .. . .. ... .

Jhangesin components of wcAing capital
increase (dccrease) in current assets: ... S 2.407 5 (2.650)

*

Cash. . . . . . .. .. .

4.732 724-
Accounts receivable . . .. .. . . ..

3.837 1.223
Materials and supplies . .. .. .. .

900 -

Current portion of deferre:t income tascs. . .. ..

131 399
Frepayments ; . . . .

..

(Increase) decrease in current liacilities.
. . . (9.725) (3.0.:9)Commercial paper and accounts payable.

(6.768) 1.C93
Accrued expenses and otner . . . .. ..... . ......

S (4.486) $ (2.660)
-

The accompanyong notes arc 1 part of the f. iancia' statements.
.

.
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J Notes to Financial Statements
,

1) SUMMARY OF ACCOUNTING POLICIES- The Company's account ng poht es
conform to generally acccctec accoun5ng prmc:ples and ts accounbrq rec.* cme-!s
of regulatory authonties. Signif. cant p%cie , are coscried r,efow,
Utility Plant - Uhhty plant mch. des taxes irieurrec and a'fonances 'Sr fu~ts u A f du eg
construchon. it is the general V,acy of the Company tc char;e the cost of ma ens ;c
and repa:rs to operahng expenses and other appropria e actsunts The cost c' enet.s s
and betterments is charged to appropriate utihty plant accoun's exceot t*e cce of
minor rep!acements vshich is cnarged to maintenance expense The engir e cos- -)f
operating property retired or c:herw.se c.scond of anc ne cut of rerr :.al. +ss

sa!vage, is charged to accumu'a'ed ceprec.ation Hot;eser 7 the case ',f the late .' a
significant operatmg unit or system. accumulated decrec,atica is cha ged 1ly in

the accumulated depreciation relatec to the property sold, and the net gain ;-los; :n
disposihon is credited or charged to income.
Investment in Subsidiaries-The investment in subsidiates is stated on 17 ec.:y-
basis. The assets revenues. eammgs. anc carnings re.nvested in the businsis of me
subsidianes are not matecial in relation to those of the Company.
Accounts Receivabic and Operating Revenues- The Corrpany bills its cus :mers on
a monthly and bi. monthly cyc5 cal basis. Accoun!s receivas e ard operating eve".es
include only amounts billed Tney co not include an estimatec accrual fc ser. Ce
between the last cychcal bilkng and the enc of the year.
Customer Advances for Construction-Customer advances for constructic may be
refunded m whole or in part or may be transferred to utihty p' ant. Such credits epressnt
amounts paid by customers and others toward utility plant improvements. ; .ncipa ly.
underground distribution facihties.
Depreciation and Amortization - The Company provices for depreciation on a strai; .t-
line basis for all depreciabic property. except for 15.6% of such croperty (ptncipf!y ,

hydro-e!ectric production property) v;hich is depreciated on a 6 percent ccmpou a-
interest method.

The annual depreciation provisions recorced m the Company's acco:.9ts we e
a )

Q equivalent to the following percentages of the onginal cost of decreciaWe ut ty pr 9t:
1974 1973

3.1 30Straight-hne method (%) . . . . . . ... . .. .. .. . .

.85 .81Compound interest method (%) . .. .... .. ..

Federal income Taxes-in computing decrecianon for Fe:eral acome tax :;rpcses.
the Company uses depreciaten methods and estima:ed asset hes v;hich c ~er f m
those used in its financial statements. In a:dition the atlocance !:r funcs uss: du g
construction and certain taxes caring construction are treates d.tfe ently for i rome !ax
and fmancial statement purposes. Pnrc;paq as a resu': of t~ese factors me C:mpa*.'s
effechve tax rate vanes from tne statu:Ory Fecera inte "e las rate ,see No:e .'t;

The Company normahzes. t.ith the approva. of the Was ingt:7 Utihtes a : Tra s-
portation Commission, the tax effects of t1) libe*ahze anc asse dep'ecia: 1 ra ;e .

3. depreciat.on on produchon or:rerty adotions af:er 1969 and 1970. respec: .ely:
job development investment credits: (3) the prevision for self.irsarance in excess of
deductible losses; and (4) certa n accrued c'roperty taxes
Allowance fc r Funds Used During Construction - The alloc ance 'or funds ussa du g'

construction represents the est< mated port:on cf mterest and ecJIty costs t' cap!al
funds which are apphcable to utihty plant while uncer construc: ion. The c mpos te
rate used by the Company to capitahre the cost of funcs covoted to construc: on tas.
7.8% for 1974 and 1973.
Earnings per Common Share - Earnings per common share are computed as foltec.s.*

Earn ngs per common share assuming no conversion of preference stoce this .cet
income for common stock is divided by the weighted average number of comtron
shares outstandmg.

Earnings per common share assuming full conversioq- the aggregate c' the net
income for common stock plus the dividends accrued on convertibie preference stock is
divided by the aggregate of the weignted average number et common shares Cutsta-d-
ing plus the number of shares that would be outstanding if the convertible preference
stock were fully converted.
2) UTILITY PLANT EXPENDITURES - Expenditures for ut.hty p! ant during 1975 are

590.700.000 The Company's construc!.on program for :nc.

expected to approximate
years 1976 through 1977, subiect to contmuing review and aciustment. is es: matec at )

we S3n4.300.000. Certain purchase commitments have been made in connection with inc
construchon program.

'
.
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. 3) EARNINGS REINVESTED IN THE BUSINESS - Earning , reiniested m the bus us
unrestncted as to payment of cash drecends on common sto .k a : sunt s acproxir- . ely
$51.100.000 at December 31, 1974 under provr.icns of the mon restr anyc covemts
apphcabte to the preferred and preference stocks and long-term debt.

4) PREFERRED STOCK. $100 PAR VALUE - 1.000.000 SHARES AUTHORIZED.Nur ber c' Shere
4 84 % . 4.7Cio E' ,

' Authorized for each series. . . . . . . . . 150.000 150 'A0 15C ".30..

Outstanding, January 1.1974 . .. . 120.012 123 437 15C *.00 i
...... ...,

Acquired for sinking fund during 1974. .. . 4.407 820 17 *.00......

Outstanding. December 31,1974 3 5.605, g g^ ^. ^ 0... .... ..

Availab'e for future sinking fund requirements... .. 7.395 6 333 17 ".30

The preferred stock may be redeemed by the Comoany at the foltotang redemt on
prices per share plus accrued dividends:

4.84% Senes - $103 poor to lAay 15.1977 and 5102 thereafter.
4.70% Senes- $102 pnor to May 15,1979 and S101 thereaf er.

8% Senes - S108. $105 and 5103 poor to February 15,1978.1983 and 1938,
respectively, and $101 thereafter.

The Company is required to depos:t funds annua fy in a sinbng ft.nd sufficic- to
redeem the following number of shares of each series at S100 per sha c plus acc .ed
dividends: 4.84% series and 4.70% senes. 3.000 shares eacn; 8% senes. 4.000 sta*es
from 1975 through 1984 and 5.000. 6.000 and 1.000 shares thrcugh 1989. 2003 and
2004. respectively.These requirements may be satisfied oy de!ivery ct reacquired sha es.

5) CONVERTIBLE PREFERENCE STOCK. S50 PAR VALUE - Sha es
700,000 SHARES AUTHORIZED: 7.25:b

Authorized for the 7.25% series. 300 ^00. . . .. ... .. .

. .. . .. .. . 296 290Outstanding January 1. and December 31.1974.
The converticle preference stock may be receemed at par oius accrued c
The Company must keep available for conversion of its preference stock 448924

shares of its authonzed and unissuec S10 par value common stock. base: on convers on
values for preference stock and common stock of S50 and 533. respect.<ely
6) COMMON STOCK, S10 PAR VALUE: Sha es

'6.000 :00Authc ized . . . . . . . . . . ..... ... . .. ... ..

4.385 :50Outstanding January 1.1974 , . .. .. .... . . .

issued to trustee of employee invesr9ent p!an . 12 .:02. .... ... .

So!d to puolic. . . . . . . ..'.. . . 600 230

. . 4 997 552Outstanding December 31,1974.
3

7) ADDITIONAL PAID IN CAPITAL: .3
S26 976Balance January 1.1974 . ... ... .. .. .. . .

Excess of proceeds over par value of common stock
156issued to trustee of employee investment p:an. .. .

Excess of preceeds over par value or common stock
.

6 900issued to the public . .. .. ...... ... . . .... . . ..

Excess of par value over cost of preferred stock reacquired for
annual sinking fund requirements . . . 657.. . . ....... ...

.... .. . . S34 659Balance December 31,1974. ..... ... .....

Outstanc ng
8) LONG-TERM DEBT, AT DECEMBER 31.1974:

(Thousa-ds |

First Mortgage bonds: of Dotta s) -

10%'b senes, due 1983 . . . . . . . . . . . . . . . . . . . . . . S 30.000. .... .

|25.0003h eb senes, duc 1984 . . . . . . . . . . . . . .. .. . ..... .. . ..

41's 'b series. duo 1988 . . . . . . . . . . . . . . 30 000. .. ..... . .. .

15.0004%'b senes, duc 1991 . .......... . ............. .. . ..

4%'b scries. duc 1993 . . . 40 000....... . . . ...... .. ..... . .
4%'o series, duc 1994 . . . . . . . 15.000... . .... ......... .. .

51Pb series, duo 1996 . . . . . . . . . . 20.000. .... .. . .. . . ..

(j 6%'o series, duc 1997 . . . . . . . . 20.000. .. .... .. ... .. .

7' : 'o senes, duc 1999 . . . . . . . . . . . . . . . . . . . . . 20.000.. ..... . ..

9'. ' o series. duc 2000 . . . . . . . . . . . . . . 29.700... ....... . .. ...

7 % % series, duc 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.000

24 ,
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U* Notes to Financial Statements (Continued)
.

... . . .. . . . . 5 30 0008%% series, due 2004. . . .
~303 700Totat First Mortga#;e bonds . . . . ..... .. . . ..

84B6-
Decentves. 5% %. due 1983 . ..... .. ......a. . ........

5 %% nitution enntrot revenue boncs. ser es 1973 due *998 - 6 591'520.000.000 net of funds on deposit with trustee of 513 40920). .

-525,No e s pa /able . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

,_320 332
~ 1.553Le.s unamorit2cd discount- net of premiu 1. .. .. .. . ... . .

5318 749
Tota! . . . . . ..... ... ....... .... .... . . ... ..

. The effechvc interest cost approx: mates *.ne cc. con rate du ,g the bio o':9e b -ds.
The Company is required to make annLa! sin < 1g at: !mp pemc-t func pay ents

to the trustee equal to one percent Of the aggrega:e pr cipa amou-t of chch senes
of first raortgage bonds cc stancing as pruidec 1 the espe .ove iMentu*es, ecept .
for the 10%% series, cue 1983. wn ch has no s:rong ' nd p ovision Tne aggregate
amount of such requirements for 1975 is 52.447.C00 ar: for each c' the years 1976
through 1979 is $2.747.000. This requirement may oc me: by ti e subntution of certain
credits as provided in the mortgage.

The Company is also required to make an ar :ual s nking 'und payrrent. sufhcien!
10075 percen'. o' prme ca!)to redeem (at special redemption pr.ces r:ct to excee:

5375,000 pancipal amount of debentures en Nosember of each year thrcugh 1982.
This recuirc ,cnt may be satisfied by delive y of sacqu ed decentures. At Dece ber
O' 1974. S889.000 of reacquirec cecent.res we o ava .abre to mcet fut;. e smmng
furd requirements.

Substantially a!! properties of the Company are subject to the hen of the first
mortgage bonds.
9) NOTES PAYABLE TO BANKS -Nctos payable :o barus rep *esent corroa ogs t.rder
a credit agreement with twenty-one canks. t.nich ; ovides for a maxcum c:mmi:~en:

.

}
by the banks of S50.000.000 w:th interest en bo-owings at 1 5?o c the enme rate.v The agreement also provides for a fea et % of 15 per aanurr :n the unuse: co st-
ment. The borrowings carry an a< era;e mie est ra:e of 1Fo at 2ecer cer 3t 1972 anc
mature Apnl 1.1975. It is m'ormally uncers: cod : at the Con rany n .I mam:ain esm.
pe satmg balances on a yearly ave: age basis ec.at to 5% c the !::al hre of c edit
based on monthly cank statemer.t raiances. Thc norn 1 de 2. in c'eck : cara tes
through :he cepository banas sues:a-ially teets :1:s c:mpc 53 ting catance rec re-
ment. On Apnl 1.1975 loaas outs:an ng t.-der t e agrcimer; tall tc refir2,ce: teith
no:es cue Apnl 1,1976 uncer a nez crec agree ent c:mpicca in *.: arch 1975 isee
pa;e 12L

The Company has a surp'emer a' crc:: agwmc~ f.ith .c ba%s p :v:d.r; for
an additional cred.t hne of 55 000 CN cith "etes: 21 bo"Owir;s at IC~% c :he r me
rate. Tn:s credit kn3 expires Maren 21.19'5 The Com any ras infrmally agree? to
maintain compensating ba:ances cq,.3: to 15'o o': us st.rpto: rental ve.

r dera' incor e tas rate10) FEDERAL INCOME TAXES-Tre Cc cany s effe :ve e

was 27.2% for 1974 and 21.1*o for 1973. T c dire ence cetween these ef'c:nvc ates
and the 48% Federal income tax sta: :ory rate cc-apnscs.

1974 1973

Items on which the tax eUcct has net bec- defer ed
in accordance with regulatory requ.remer:s;'

Depreciation expense coductec tar inceme tas purposes
in excess of depreciation espense incit.ced in :* e,

| financial statements. net of hberaireo coprec ation t eatec'
'

.
.

11.1 'e 16 4*/oas a tim.ng difference. ... . ... ...

: Allowance for funds usca curin:: const't.ctior .nclucedi

- as income in the hnancial statestents and exc:.:ded from'

7.2 4.7
taxable income ...... . . . .. . .... . . . . . .

Certain taxes included in the cost of ut. A pla-t in tt e
hnancial statements and deducted for .ncome tax p.eposes t 2.7 35.

. . 10 2) 03Other . . . . . . . . . . . . . . . . . . . . . ....... ... .....

20'8 6 M96
)11) CONTINGENCIES - Eh cerv..i M tace m tre Unua St; es D .enct Ceurt catedQ July 18.1972, the Mucklesheet inmin 1rit e *tn s st the Conmany fe S.15 NO.0N for

diversion and conversion ut u.i:er tram the Whi:e-Stues Inve . and 'Or an injunecon

.5*

; a -- -- - - . ~ - . . = - - - ,-. - . . .. .



y

Puget Sound Power & Light Company -
.

~

.

Notes to Financial Staternents (Continued)

against further diversions. In the opinion of genera' cou*;el 'm Oc r' pan / ha". Cub-
stantial defenses in this htigation and there is httle hkeh iood ,f sq9afica .t rt"..sery
against the Company.

The Montana Department of Natural Resources an : Cc serva on tas re..om-

mended the denial of the apphCa!'on fGr a cons'','Jctic9 pe mt
l'." two ad: " Sne

generating units at Colstop. Montar.3. in which *ne C mpa* / is , ha es a 25 a ir s est
Hearings are to be held in connec::On with the apph".ation in tr e eve-: the app::s .or
is u!!imately den:ed, the Compan/ may have to charge ;ocra ons . th cance s ior
charges of approximately S1.600 C00 and construct ;n eroenc ' es Of S2..:00.C".. in-
curred to date. Should any such charges to operabo 5 be nececary ~e CC-rps . wit
request the approval of the Wesn:ngton Uhhties a .d Transpc :ahor Commiss .7 to
amortizo the charges over a pericd of years.
12) EMPLOYEE PENSION PLAN - The Company has a noncc .:ributory pensio clan
covering substantiatly all of its employees The total cost of this van for 1974 anc '973
was $2.300.000 and $1.800,000, respechvely, inclumng apprormatCy S725.00 and
$587.000, respectively, charged to construction. Effe::ive Janua /1.1974 the pla nas
amenced to increase plan bene'ts which had no ma!eriat s'fect on net in;;me
Unfunded prict service costs are being amortized over a penoc of approxirrate!y ,irty
years. The Company's pott.;y is to fund pension cos' aceraed. At December 31. 374.
unfunded past service costs were approximately S10.392.000. The actuanally cort:;ted
value of vested benefits exceeds by approximately S8.600.000 the value (based prF arily .

on market) of the pension fund.

13) EMPLOYEE INVESTMENT PLAN-The Company has a qua'ified employee i"cest-
ment plan under which presenbed payroll ceductions as designated by tne emp': ecs
are deposited monthly with a trustee and are used to purchase a diversified inves: ent
portfolio. The Company makes a monthly contr.bution to the trust fu-d equal 'o 35%
of the basic contnbubon of each participating emp oyee. The basic contnbut :q isL limited to 6% of the employee's regutar camings Uncer the inves. ment clan agree ent.
all Company contnbutions are used by the trustee to purcnase :omr-:n st :k c ectly
from the Company at a value estabi shed by sa'es at spec f.ed cates on the Nev. ''ork
Stock Exchange.

During 1974 and 1973 the Company contributed appror mate y 5240.000 and
$2S3.000, respectively, in cash to the plan and the trastee purc asec from sucr :on.
tributions 12.802 and 9.706 shares respechvely. of ccmmo'stoc( Prc:eeds fro- s;ch
sales were credited to the common stock anc ddi:onal paie 1 cap tal ac:aur:s on
the books of the Company.

14) RESTATEMENTS -In accorcance w:th regalate y re: sire ents e'fect e Jt .ary
1,1974. contr.butions in aid of const uction have Dee rec!25s ca as a recut on :' thea
cost of utihty plant Uhhty plant as c' December 3:.19 3 has bee - esta:ea t: efice :nis
change resulting in a redutt.on cf S12.954 000. Previous.y sL:n ec9tobc: ons ..ere
shown separately among the habihtres.

!

.
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. Auditors * R: port
.

T.3 the shareholders of Puget Sound Power & Light Company-~

We have esainir ad the balante sheet cf Puget Sound Pormr & Light Company as
31, 1974 and the related statements of income. carnings rein-

| of Decembervested in the business and changes in financial position for the year then ended., ,

Our cramination was made in accordance with generally accepted audshng
-j standards and, accordingl/ included cuch tests of the accounting records and

such other auditing proco bres as we considered necessary in the circurn-
stances. We previously exaTaned and reported on the financial st1tements of the
Company for the year 1973

In our opinicq. the aforementioned financial statements present fairly the
financial position of Puget Scund Power & Light Company at December 31.1974-

and 1973. and its results of operations and changes in financial position for the
years then ended. in confctrnity with generally accepted accounting principles
applied on a consistent basis.

In addition. We have read certain h.storical accounting informat.on included
in the nonfinancial statement sections of this annual report, as identified there:n:
have compared it to data taken from the audited financial statements; ha/e -

.

subjected it to audit procedures: have verified its mathematical accuracy. In
our opinion, such data is fairly stated in relation to the audited financial state-
ments taken as a whole.

COOPERS & LYDRAND
February 12,1975. except as to Note 9 with respect to which ;he date of this
report is March 25,1975.

Seattle. Washington

Fiscal Agents
Common Stock: Transfer Agents, The Chase Manhattan Bank, N.A., New York,
and Rainier National Bank. Seattle; Registrars, Irving Trust Company New Yo;k.
and Pacific National Bank o! Washington, Seattle, I

. W Convertible Preference Stock: Transfer Agents. The Chase Manhattan Bank,
N.A.. New York. and Rainier National Bank. Seattic; Registrars. Irving Trust Com-
pany, New York, and Pacific National Bank of Washington, Seattle.
Preferred Stock: 4.84% and 4 70% series: Transfer Agent. Rainier Nationa'
Bank. Seattle; Registrar, Pac:'ic National Bank of Washington. Seat!!e. 8%
series Transfer Agents anc Reg.strats. Manufacturers Hanover Trust Compa''y.
New York, and Raunier Nat cnel Bans. Seattle,

^

First Mortgage Bonds: Trus:ca and Registrar. The First National Bank of Bost:n.
Bos:cn.
Debentures: Trustee and Reg:strar, ContinentalI|lono's National Bank and Tit.st
Company. Chicago.
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' Historic:I Summ:ry cf Oper:ti:ns cnd St:tistic:I Rec:rd

,
-

3UM!AAHf Of OPLHAllO!1St f ihou Nt, <>f (>wr.I 1974 1973 1's72

Operating revenaos:
Resvjential . S 72.722 1 65.249 S 61.42':

. .
.. .. ...

. Commeraal 3G,230 - . 3P 't20 VH14
. . .. . . . .. ..

( Industnal. . . . . . 15.146 12302 11.45'....

. . . . ..... . . . .. .

.... . . .. . ... .. . 18.295 6.231 5.424Other . . . . . .
" 42.393 ' 116's02 11 3.14',

1Total operating revenues . .. . .. .

~ 4.588 '54170 "E 1.2126'

Operation and maintenance . . . . . . . . . . . ..

13.850 12331 11.202Depreciation . . . . . . . . .... . .. .... ...

Taxes other than income taxes . . .17.042 14.861 *3.257
.... .. ...... .

Federat income taxes. . . . . . . . 8,003 4.143 3.926
... . .. . . . .

Total operating expenses . . 103,483 86.205 79.59':
. .. .. .. ..

_

Operating income . 38,910 30.697 23.547
.. .. . ... .....

Other income - net. 6,218 3 313 2.217
. . ... ... ... .. ..

income before interest charges. 45.128 34 010 30.764
. . . . . ..

23.743 18.547 * 4.72CInterest charges . . . . . . . . ..... . ... .......

Net income . . . . . . . . . . 21,385 15.463 ~ 6.044
.... .... ..... .....

Preferred and convertibic preference stock dividend
accrual . . . . . . . . 3,3* 4 2.569 2.296

.. ............ .. .. . .

Net income on common stock . . . . S 18.071 5 12.894 S 13.745
. . . .. .... .

Common shares outstanding - weighted average. . 4,483.216 4.379.582 4.367.05E. .

Earnings per com on share - assuming no conversion. . S4.03 S2.94 S3.15

- assuming full conversion $3.88 S2.89 S3.0E

Dividends per share of common stock $1.98 S1.98 51.9. ..... . .

Pay.out ratio on common stock. 49.1 % 67.3 % 60 6 %
.. . .....

STATISTICAL RECORD
KWH generated. purchased and interchanged (Millions):

Total Company generated. . . 1,794 1.490 1,43E .:
. .. . .. . ...(y 10,350 9.225 9.14 $Purchased power . . . . . . . . . . , . . ...

interchanged power (net) . . . . 474 (737) (8975.... .. . .

Total output . 12,618 9.978 9.675. .. ...... . . . .. . . ..

Losses and Company use . . . . . (847) (658) (793).. . ... . .

Total energy sales . 11,771 9 320 S.SSE
... . .. ..... .

_

Electnc energy sales - KWH (Millions):
Residential 5.040* 4 913* * 856

... .... .... .. .. .
.

Commercial . . . . 2,0 * 3 * 2.349* * 86~.

Industria|. 2.050* 2.341* 1 865
.. . . .. . . .

2,633 * t 317* 295Other. . .. .. ... ... . . .

Total energy sales . . 11.7'71* 9.320* S.885
~

. . ..

Total average number of customers. . . . 403,409 393.553 379.720

Per residential customer:
Annual use (KWH) . . . . . . . . . . . 13.856 13563 14.15*. ..

Annual revenue . . . . . . S199.94 S18; 09 S178.90
. ..

Average rate per kilowatt hour. 1.440* 1 33C' 1.26;
. ... . ....

Peak load - Kilowatts (thousands) . . . 2.058 2.077 2.115.... . .... .

Capability at time of peak load - Kilowatts (thousands) . 2.379 2.233 2.280.

Capitalization ratios:*
Long. term (excluding bank loans) . . 59.4 % SG.4 * o 58 3 %...... .. .

Preferred stock. . . . . . . . 6.9 86 SS. ... ....... .. ...

Convertible preference stock . 2.8 3.3 3.4.. .. .... .

30.9 31.7 32 1Common shareholders' mvestment. . .
~

100 0 % I00 0''o 100 0'o
. .... . .

~

Tot al . . . . . . . . . . . . . . . . . . .. . . .. . ...

( Total regular employees (December 31).
.

__
1.819 1.779 1.69?. .. .

y
* Aud r tv0cs' dart's appled. see Au.to.%vs' Rs's's'at tInc'ades .7304 kWH s m>Ih0* sI of t,rm ar'.' non ~n enc'y sc'.t to c: wr :' .~cs

28
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r

. . 1971 1970. 196') - 1964
- - . . . .. .-.

!

$ 54.432 S 49.8's7 5 47 025 S 30.783 MANAGEf/ENTS* DISCU*MION AND AtJALYSIS C.*

26.222 24.0'd 21.906 13.883 . THE SUMI/ARY GF OPERATIOf 4S FOR THE YEARS
w7a A m 1973

.

8.986 8.884 8.520 6.018 ''''"' 'N'' T". s'u"' *n .n" *o n*e s ti ngT'''''""'
3.878 3.448 2.247Ni /, 4.461-

86.682 .. 80 899 52.931 reer r - t'm In - wra: v irewe em in
a t. . c.1 1 ru p . n n ' - .

. .. .

94.101
"''''""''-'""'I""'# ^ " " W "" ''' " 7# * " "

45'.27T 41,703 39 820 27.219 mt,->- incrwc ... ;,, ir + .e 1975 in. w.co
-10.467 8.5, .:2 7.860 4.375 e ,x, u. . e , a . . .mn.y: to, ,, . a,: ..ona:s, s .

10.851 10.863 10.052 6.480 se ni.u -/ or .. ; c.c,..: 197 socra a reisnues.

1.692 459 721 952 Ai . .gn - s cu :.sny <. .--cts . scii c.rier t, stner

i.t." es in e tu . e t ( smw et ... i sa v. cc.
68.284 61.627 58 453 39.026 r. r. pn- e iy c- c a.3 ao i . of oce.u in ocess

_ ct ecc w m uns
25.817 25.055 22.446 13.905

7 ''' ' '"" " " "'''**''"*'***~
1.914 1.0's] 723 747 pc as ec 97a c we *. crum: pu~.tase::ower

27.731 26.145 23.169 14.652 ccn anc : .nta :,ars t:ars esuttm; .n innased

13.868 13.103 11.441 6.279 *aii rate: a,a rvena s-1 se:ry cca-

ine . : ease n cc eciatc, expt se tc* 1974
13,863 13.045 11.728 8.373 an: 3973 3 oue .3 ,nnasca epre:inie e ectne

pia :anc:: a,in: ease * Ceptu ahon sics in 1974.
2,333 2.366 1.454 1.370 Taxes :mer t an Fe:tralin:: ne ta,es increased

73 "' ' ~ ''*" '"*"#5' " "Y
5 11'530 S 10 6'*9 S 10.274 S 7 003 '" U74 *** ',d sa ancs 1*3 wr.;:s ug:, wh.:n theva .5: son! f

4,112.676 3.953.759 3.953 501 3.593.501
ot**' taxe: are' ttsed. ::getne witn . creased tax
ratu

S2.89 S2.70 $2.60 S1.95 Federi inco~e taxes . vere s ;nifica-tly hi; er in
$2.76 $2.67 $2.59 - ig7: pn,w ty due to the , crease in taxabic ir:ome.
51.82 St .76 S1.70 St.60 ine ,c:.e,3c3 n o:.y inec e for G74 ar:1973

rancs65.0 % 65.2 % 65.4 % 82.1 % we e eue :: ij ir: eases n the 3oowa :e ice
use dur ~ 3 Co*3truc On w* Oh is attreb;. table
to P gher e.cis C' Conr. tion expen: gres and 2)
'"''C''* " '"'"' " '"" ** " " '"" ''"*** * DY

1*404 1*250 1'238 1'136 the trustee :!Ine * 909 tallut: conte:! bon:s
7.606 7,16 a. 7.153 4.172 7n, r ;,,, ,. ,,,3: ,yg,, ,n 33 4 ,n 3973 )

%,# (177) (226) (701) (626) are :ae te gher eveis :'sncr: erm ce:t as v.eu as
h'c er sh: terrr , teres: rates a,3 te ~,e iss ance

8.833 8 159 7'690 4'632 or a:mner2 bon: n 19 : 197: and G 4 at :-: crest
(806) (782) (749) (594) ,,.,3 ,n ,,:,33 o, :,o, , , ,,39, .3:,3

8.027 7.407 y 4.088 Earnings per common share and operating
Revenues by Quarter for 1974 and 1973

"' ""
4.557 4.164 3.928 2.460 Esn.ngs Orea ; Ear * ;s Cre anno

1.722 1.525 1.392 737 ce =" rr < <aai

1.506 1.492 1.449 760 0.;atm0* ''iouS * ?$ Cor -sn tT*:. . sancs... t coa . erer o n.+

242 206 172 131 's"r 0"c'"a" <- ", 'n 5 3', M ' ' F, ' ."s "m*8
e::-s ar r

te.., aun< 54 ui :2 :4 ssa- - - c. ;: 6.941 4.088 r.e ca.,-r
-

7.. es 24 .- u :9 29s8.027
1: sn ar s4 cr su2 3;. s: w sus 9ar=.

367.741 354.752 339.560 258.940 ts.: a cre, au .rge ,:,m: snarcs ours:r eng
af f 'Otr{ ^0 CC'.i tsoC '* |t p'c':'CnCC i,*oCk.s

13.711 13.022 12.919 10.556 common Stoen Price Ranges and Dividends

S163.77 S156 23 S154.67 S132.09 Per Share by Quarter for 1974 and 1973
""

1.19C 1.2,)c 1.200 1.25C Pre:c R.npe
D es. *e n.d..s.

1.850 1.711 1.613 1,139 s.c to. Pe sa
i

2.186 1*896 1*807 1.372 Se'"rvid Qua ice .
28:' - 25'. s e,' 'oa"~

. - 19 4 49's
23. 4

18's
2 s 49's

roo.r o . rte , .T h.s
2 r, - ie .wi3 cox<

53.0fo
,

j 56.3'o 587''o 55.99o 49n

6.5 69 7.8 11.8 ,,,.,n ,,,, o ,,,,,,

s'e - to. Pc' s'i <.
3.8 39 4.3 -

3r : - 3o'. s .49',s1 33 4 30 o- 32.0 34.3 r**st.,C,uvre.. ai . 2m. w
t . sn..

o,.. .e w. - n '' .2r. . w,r . aone
.49's100Oca 100 0 % 100.0?o 100 0 % roe ouwe 29

1.665 1.6'9 1.724 1.564 |
,/
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n
.. ;...

.

. . .

a

.

- f.t[ 0ter W i ir.' h.
--(:: -UiM ' P. /.! 1'173 1972 1971 , ,1 *.

'

t

l'arranry. pt:r *,t a a:.

- Avecre;, . (N . * . | !t 2.04 1 96, 1 88 - *
,

.. .
. D /.ar , -F.'1 2 02 19G - 1 BG , i-: Out .*J4tq

- Divids:rvt , r;e;r + t.are . DG:ts 15 1.44 1 39 1.36 . * ' -

s . . .Per Cent 71 ' 71 71 72- ~

Payout ratiu . .

~ Book wa'uc pr:r *. hare . . Dollars P014 19.60 19 03' 18 38 17 - -.

Shares outstarif r.g . . . .Miltons. (, S 6.8 C5 64 r?i

.

~ On What We S. ';

Total revenue . . .Mittions of 5 110 0 - 93.0 - 82.8 77 0 72 *
.

Gas rc<enues . Millions of S . _3'16 26.4 25 8 23 0 2 ". ;

- Elecinc revenues:
Total : . Millions of S 74.5 65.2 : 55 6 52 6 5*. 7 '

. .. .

Cenerat business. .. Millions of S 53 3 50.7- 48.6 46 0 41 ;
..

Kilowatt hours
Total . Millions of Kwh - 1923 ' 6.803 6.402 -5.795 5 !!i '!

. .

- 4 673 4,747 4.604 4.344 4.C'!General business. . . . Millions of Kwh .
Rceidential-

... . . Kwh 12.E 57 12.667 12.498 11.960 11.3!-Use per ct.stomer . .
..Conts 1 21 1.19 1.19 1.21 1 25Revenue per imb . . . .

On Esponses and Provisions

Opcrating expenses . .Milhons of S 20 7 18.1 144 13.3 *: E.

Depreciationandr,aintenance... Millions of S 12.7 11,4 9.7 95 ii

Purchased power. . Millions of S 97 '8.9 7.4 62 f7
*

Purchased gas . .Milinons of S 23.5 15.3 15 0 12.2 1: f...

Taxes. . Millions of S 14 9 14.1 12 4 13 6 12 3. . .. .

On Our Power Resources

AvailaNe resources . . Megawatts 1.112 1.135 1.133 .1.121 1. 7
Other purchases (sales) . .Megawat:s 65 (28) (58) ,,,,,_(8 ) g]

AvailaNe resources net. . . Megawatts 1.167 1.107 1.075 1.113 !"
Peak dennand . . Megawatts 1.C6 f. 1.062 1.076 934 SP.

Annual load factor . .Per Cent 61 60 58 63 9
*

Recu.rements .Milhons of Kv.5 .U21 5.557 5.45G 5.134 4.f :.

Our Property Invertrnent

Pfar.1 cironditures - . Millions of 5 .'7 1 25 0 23 4 24.5 2.:

. P1 ant insistment Milhons et $ ? 1 .. 446.3 423 9 4070 Sc ,

. Net plant . . Mill ens ef $ j .|. :, 360.0 349 1 335 9 34: I
,-

( ) Ot'110tt-$ Dt's it a>P-

- 4
,

L t e -- _.. _ _ _ . - . _ . . _ - _ _ _ _ . . . _ _ . _ - _ - - - - _ _ - . - _ - - . - - - - . _ - . - - _ - - . . - . - _ - _ - _ - . - - - - - _ - _ - - _ _ - - - _ . - _ - _ . - - - _ - - - _ _ _ _ _ _ . _ _ _ _ . - _ . - . _ _ _ _ _~- ._.___
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-

.

. . -

fu.TE OF GROWril

5 Years 10 Years

1969 1%8 1%7 1'tfA 1'i'.5 1954 19G9 74 '1964 74
% %

.

1.76 1 (A 15ft . 1 43 13's 1.34- 20 57

1 70 1 (,8 1 tri 14rs - 1 39 1 34 24 51

1 28 1 21 1 10 1 12 1 06 1.06 - 16 41

73 72 75 -76 78 79 (3) (10)

.17.37. 16.71 16.32 16 01 15.76 15 71 16 29

62 58 '58 58 58 5.7 10 19

.

. .

.

69 0 65"4 61.5 55 2. 52 0 50 2 59 119

18.9 -17 2 14 0 11.9 11 2 10 8 78 -211.

48 8 47,0 46 5 42.2 39.7 38.4 53 94

42.8 40 4 38 3 37.3 35.7 34.5- 25 54

4.116 46 92
5.438 5.413 6.202 4,443 4.185 -

3.952 3.681 3.400 3.323 3.150 3.055 23 60
4- ,

11.129 10.413 9.952 9.861 9.735 9.712 16 32

1.29 1.33 1.36 1.36 1.36 1.35 (6) (10)

I

11.6 10 9 11.0 10.1 98 9.9 78 109

7.7 7.3 7.3 06 62 58 65 119

6.5 62 67 58 5.5 40 49 143

99 96 7.8 5.9 57 5.7 137 312

13.6 13.0 11.0 98 8.7 9.3 10 60

1.075 1.080 1.141 1.145 1,140 1.121

.1126) .1125) _{2,L5) R3,0) J160) ,iL25)

950 955 926 915 980 996

835 917 750 684 672 764

64 56 63 67 64 55

4.681 4.474 4.143 4.016 3.776 3.G73 22 56

16 9 13 3 10 1 11.9 11.7 81 60 234'

363 8 3183 3361 320 8 317 0 300 0 30 54

300 1 2888 281 0 276 2 209 3 262 3 28 46
,

-
1

h
i

b

.

# % pa



- - . ~ . _ .- .

.

o -

Cond6r? 'd Diiwac Riwai ci Occumbcr 3*ist
(ThousanrK nf IJMI.ns)'

'

i ,

1974 1973 1972 ,}3?1
.

_

.

ASSETS.
[-

Plant Investment -
51 % 810 $188.159 5182.122 S180 001

' Electric producion plant
10h 932, .185 687 172 403 _ 31)|31 '.

4 . . .

Other electnr. cfant. .

(- 394.746 373.846 354.525 341.73:,

Total electoc. . .'
. .

63.544 60,157 57. % 3 54 40i - L

Gas ptant .
13 149 _ 12.331 11.379 . 10622-. ...

.

Other plant . . , . .

471.441 446.334 423.867 406.964;
Total .

87.976 . 80J25 74.777- 71.074. . .
.

Depreciation and amortization .! . .. . ,

. . .
383.405 366.009 349.090 335.690 -

Net pf ant
10.256 15.973 10.433 9.055.

,

Other investments . . .
12.781.. ~

16.906 13.662 12.052 . ,
? 676Current asseM

3.426 3.1.59 2.584
Other . . . . ... .

. .

. . . . $ 120.053 $398.803 $374.15.9, - $_30.0. 4. 0.-
,

g ~Total
!

[ i
i

k
'

- Lit.BILITIES

Capitahration
$111.702 $110.795 $105.383 S 85 02

Common stoc A
25 535 21.8G3 18.408 S S_p. . . . .

|
Retained camings . . . . . . .. . . ..

137,237 132.058 123.791 120 24f
I~ Total equity. . . .. ... .. . . ..

200.270 200.370 180.370 if 0 M:
First rnortgage bonds.

34 604 35.342 36.047 ;cx:~
Ocbenture bonds.

27.000 12.000 15'000 8 07:
| Bank notes . . . . . . .. . . . ....

|
Unamorti:ed debt premium . 525

.. . .. - - _.

309.720 380.370 355.208 345.430
Total capitalization . . .'. ... . . . .

17.4 4 13.463 14.509 11.7 t
Curtent lead hties . .

2(472 1.732 1.675 04e.

Other s . .

3 218 2.767 _p r ;.

,

Contnbutmtis ni aid of construction.'

$4 'O y 3 $390 603 $3:4. t $9 $3c.o as -Totat - u a.
.

. . a. .. s. --

CAPITAllZATION RATIOS

1

314 34 0 34 9 s.1 t
E uity . .

H.O se,1 65 1 0 '' ,

Delit!

(

.

. '

a

- _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ - - _ - - _ _ _ - - - - - - _ - _ - - - _ _ _ _ - - _ - - - _ - _ _ - - . _ - _ - - . _ . _ _ _ _ - - _ _ _ _ - _ . _ _ _ _ _ _ - _ _ - _ _ _ - - _ _ _ _ _ _ _ _ _ - _ - _ - - _ _ _ _
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* *
-

.

.

1970 1%9 1%d 19G7 1906 1905 19r,4
.

$167.549 Sif 5 315 $148985 5146,950 $146145 S146.032 $146.308

154 374 148024 14? 793 13749B 132.t,'/4 129 439 122 793

321,923 303 3';3 291,778 284 456 279.504 275.470 '269.107

54.114 50.438 47.017 42.603 38.545 33,224 29.914

JO,431 to C07 9 534 9 070 8.781 8,256 7.839

386.468 353.764 348.329 336 129 326.830 316,950 306.860

_p7 8_43 63 665 59 495 55 113 _50 659 47.622 44,52,8
8 m

318,625 360 li9 288.834 281.016 276,171 269,328 262,332

7.804 6.096 4.708 2.969 2.791 2.780 2.599

15.594 29.2E B 13.614 12.191 11.172 11.051 10.310

2.598 3 092 6 984 3 630 3,302 3.079 2.917

$344 C2] $339 575 $314140 $299 80s $293 436 $286139 $278,158

I
i

. -

|
$ 79,356 $ 79.183 $ 70.557 $ 70 297 $ 70 068 $ 69.878 $ 69,617

! _31.393 28.948 26.646 24.441 22.684 21.277 21 068

110,749 108.131 97,203 94.738 92.752 91,155 90,685

180.370 160 370 160 370 1GO 370 160 370 140.370 140,370

22,556 23 274 24 032 24 620 25 20'3 25.795 25.259

14.000 16.160 18.360 7,360 2,300 16.000 6.030

327,675 307,935 299.965 287.088 2f0.630 273.320 262,L 4

14.094 28 199 11.982 10 869 11.017 11.082 14.050

576 45G 380 127 129 199 192

2.276 1.9f 5 1.8_13 1 722 1.660 1.637 1 602

g4f 621 $338575 $314140 5293 800 $793 4)G $286_2,38 $278,1'8

'
.

.

33 8 35 1 3? 4 33 0 33 1 33 4 34 6
-

66 2 619 67 6 67 0 66 9 66 6 65 4

)

7..

a

L..
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' I ' \S

'
.

,

|
. . .j

., - ,

)[lC 0[* liq !)rk ? -

.. .

_ (.} . (7tjou.'.onct .' of l>0!!. ors)
'

*
.

. M .* .10,7J J.972 J,97J'

f ,

'~

Otu .: ting Revt m .

, ... , ... . . .. .. . . . 74 "J- 565.167 555.618 $52.570: Elt ctnc ;
3? W 26.424 25A08 23rn3 '

Gas . . .. .. . .. . .. .. ,

C/7 549- 471 423Water . .., . . . . ...... . ,

-1297 859 9f.7 . . _,_9 5'sSteam Heat - . , , . .. . ,

Totat 110..: n _ *
92.999 82h&4 16 t.e 7

. ...
-

,

n
.

Op:r.iting ikvenut Ocductiow:
Maintenance . . .. . 4'.52 3.650 3.287f 3.172~

. . . . . .

. . . .. . 9 036 0,000 7.410 0.230Power pu'ct.asec .
Gas purchased. 23431 15.280 -14.944 _

12,1 f.0
. .. . . .

Other operat ng evpenses . 23.747 18.069 14.431 13.314- '

., ... .

Federal and state income tamos . 5 866 4.731 5,115 5439
. . .

Other taxes . . 9.C J1 9.350 8.32 5
'

7.917*
, . .. . ...... ...

Depreciation . 8 3r3 ,. 7,779 6 445 6320
... . .... . .. .

81 650 67.759 60.020 54.771Total >

. .. ... . . .. . . .

Operating income . 28).t2 25.240 22.834 22.216. . . ... .. . .... .. .

(.
-

.
. Other income (Deduct;ons):*

Equity in subsiciary eamings . (.105) 576. ..

Allowance for funds used during cons,truction . 701 466 2.049 1.471

Other-net . 6 116 (504) (290). .. . .

Total other income (deductions)- not . 302 1.158 1.545 1,181

e

interer.t Charges:

Interest on'long term debt. . 14 r 12 13.125 12.075 11.634...

1 ''S 169 81 233Other . . . . .

Total interest chatges . 1 . . ,' 13.294 12.156 11.807. . .. .

income t'efore the fottowing item . 13 ' 13.104 12.223 11.530. .

Tranttereed from ret.pned carnings.
restricted certa n reductions in

Federal income taxes. 5:' 542 542 ,,, j 42
. .. . .

Net encon.e availat''c fer dmdends
1' .t 13410 '12.765 12.072and other corp.uate purposes

.

. (. Common is u.tenits f .' : 9.619 9ON s.736
.

( ) 3 . .t lon.* e

8

,
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.

1970 :19C9 _ J0ga, 1967 19 % 1965 1964

.

'

- $50,665 548.849 S47.037 546.468 $42.234 L $39,738 $38.408

20.161 18.939 17.215 - 14.027 11.896 -11,193 10.835
416- 268446 434 404- 390 461 '

821 770 705 640 596 620 650

72,093 69.492 05361 61.525 55.187 __51.967_ 50.161

.

2,001 1,880 1,753
2.581 2.494 2.228 2.476 - e

6.704 6.526 6.246 6,729 5.832 5,406 - 3,966

10,550 9.878 9.551 7,751 5,911 5,662 5,664
*

12,468 11.576 10.881 10,961- 10.132 9.834 9.880

6.063 6.544 6.252 4.461 3.670 2.872 3,625
-

7.413 7,091 6.794 6.539 6.175 5.848 5,691

5,5_66 5.199 5 075 4.853 4.547 4.293 4.095
_

51,345- 49.308 47.027 43,770 38.268 35,652 34,674 ,

a
#

20,748 19.684 18.334 17,755 16,919 16,115 .15,487
)

+

-

e

,

,

921 403 463 40 96 99 16

393 1245) _;1361) (372) (433) (848) (629)
_

1.314 158 102 (332) (337) (749) ' (613)

11,330 9.751 9.126 8,761 8.433 7,831 7,639

94 82 74 _63 101 e 58 45

11,394 9.833 9.200 8.824 8.534 7.889 7,684

'

10.669 10.009 9 236 8.599 8.048 7,477 7.190
.

* 542
542 542 542 542 542 542

*
/

11.210* 10.551 9.778 9.141 '8.590 8.019 7.732
.

. 8.?23 7.707 7.030 6 643 6.485 6.242 6.108 )

1

s-,

N,

,

...4 -,,L.....-., ,,...-,...e_..,v,,.--+--- .g.. _ .,,,-v3-_. - , - , , , , - . _ _ . , .,--.m--, --,--,,--,en-+-r. -.,m.y-m.-
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.

;Snica Datn

(: *

1 * /.1 1973 1972 36
.

Revenues (in thor..ve:):

Ekctnc: .

llesideriteal . $ 25m ;: 524.504 $23.452 $2 t .8 7.:
.

16.135: 15.482 15.050 14 N .
Comm<:s cial .- . .. .... .

Industnal 10.3r:3 9.702 9.191 8 r,7:
. . . .

Street and highway hghting. 979 929 ,,._ , 885 ,_ p .c
. ..

. . 5 t 3.11 50.677 48.576 - 46 03:Total genera; business . .
9+ 24 25 37Railroads and a.tv.ays -

.. ..

Other electric utihties . .. ... 19.774 13._173 5.785 $_401,

Total energy sales. 73.124 63.874 54.388 51.439
. . . .

. . . 1.429 ._ 1.293 1,230 J ggOther .

Total electnc . . . . . 74.533 65.167 55.618 52.578 '
. .... ..

s.

M

Gas:

Fiesidential . 12.694 11.016 11.013 9.758
.s. . . . . < .

'

Commercial . 7.176 5.711 5.459 4.915
. ..

industnal-Firm . 8.357 5.745 5.468.- 4 936
.. ..

Industrial-interruptible. 5.212 ._ 3J62 3,646 317,6
. .. . ..

33.439 26.234 25.586 22.787Total gas sales , . . . ..

Other . 157 190 222 2.t6
. . . .. .. . , ,

{
Total gas 33.5?S 26.424 25.808 23.033

.. .. .. .. .

Water . 677 549 471 423
. . . . . .. .. .

,
_ _ 1.202 ,.,_ _ 859 957 953<Steam Heat , . . .

Total revenues .. . . ....).... $110.008 r, .$.92.,.9 99 J82 854 $76,987
. . ... 2- . . = .

Industrial Revenue (in thousands):

'Electnc
Mining and smelting. S 3849 $ 3.660 $ 3.002 $ 3.397

. . . . .. .

Lumber and wood products 1.610 1.770 2.207 1 703'
. . ..

Paper manufacturing . 1.655 1.458 1.465 1.461
.. ... ..

Other. 2 En5 2.814 2 117 2 296
. .. .

$10. A 9 S 9.702 M 191 _S,8fq7Total ... . .., . .

Largest single customer . $ 2 0N $ 1.977 $ 1.905 $ 1.797

Gas

Minmg and smeit ng $ 3 79 S 2.547 $ 2.274 $ 2.127. ..

1. 3 >' '' 899 772 SMLumtier anst wood products ,

Paper manufactunng . 4 f: 3.193 3 440 3.163
.

S rk 2.668 __2,628 2.;'.G
Other . .r . .. .

Totat fO A ,$ 9.5@ $ 9.114 S S.it 1
. . w.m. - .: w .

$ 4 .i? t 5 3.063 ,p 2g, $ 2,972Lar(i. st sunge eustomer . . ,.

.

.
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,

~1970 1969 1968 1t 67 19fA 19f5 19f4
-

.

$20.E92 W,.4 3 $1'#326 $ 18.4 r. 7 $18.028 $17.L'34 $ t 7.124

13.549 12 930 12.092 11.3 % 10.720 10.042 9.434

8.630 6 626 6 218 7.6 % 7.810 7.451 7.235 |'

877 F,42 201 771 746 691 668

43.948 42 E46 40.437 38.274 37.304 35.718 34.461

52 41 '60 147 106 167 150

,,,,,,_5 470 4.937 5 591 7.006 4.008 3.135 3.103

49,470 47.824 46.108 45.427 41.478 39,020 37.714 '
.,

;; 1.195 1 025 929 1.041 756 718 6943

' 50.665 48849 47.037 46.468 42.234 39.738 38.408

8.447 7.e93 . 6.692 5.838 5 443 5.008 4.760

) 3.991 3.794 3.265 2.839 2.615 2.350 2.247

4.535 4.382 4.191 2.457 842 741 671'

_ 3206 2 199 3064 2.906 2.985 3.082 3,145 -

20.079 18 938 17.212 14.020 11.885 11.181 10.823

82 1 3 7 11 12 12 ~
,

20.161 18.939 17.215 14.027 11.896 11.193 10.835
|

|
446 434 404 393 461 416 268i

J 821 770 705 640 596 620 650

[72 093 ,$68_93 ,$65 361 _S6L525 J55j87, _$.51,967 $50j6J'

f

1 $ 3.330 $ 3.438 $ 3.335 $ 3.133 $ 3.190 $ 3,002 $ 2.914

1.608 1.649 1,571 1.355 1.349 1.330 - 1.265

i 1.434 1.42d 1.400 1.292 1,291 1.282 1.263

1 2.258 2.110 1.912 1.9.'S 1,9f 0 1.837 1.793

m .626 .$. e. 2.18
. $ 7 693 $ 7.810 $ 7 451- _$_ _713 5.-5 $ 8 630 $6 - ..

1m -.

mm

| 5 1.735 $ 1.902 .1 1.8.16 L1192 .$ 1.570 $ 1.538 $ 1.5,49

i

~

i

! $ 2.000 $ 2.048 $ 2.000 $ 1.327 $ 1.411 $ 1.293 $ 1.327

.
442 436 418 236 204 109 105,

2.888 2.826 2.T63 1.717 164 168 102'

| ) _ 2.251 1.971 . 2,014 ,2f 43 2.02d _Q48 2.222

e.$.u .23 w$ 3 816. -36 -, $ 7.641 $ 7 281, S 7.255 $ 5373 $ 3 8??
!

. ._. - u...
.

J _} _2,723 .$ 2644 $ 2 579 S.1,5s0 f.1,394 ,$_1285 . u a16

l

11
>

>

I

! ..
i .

- - - .. < - - . , , . . . - . _ . . . , _ _ , _ _ , _ _ _ _ _ , _
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,

Salas Data (Continnod)

'( 1974 1973 1972 1'in

Electric- fievenue-N of total ,

Re dr.: t,a: 34 6' 37.7 42 2 c6
. . .

21.7 23.8 27.1 27 ;Commercial . . .. ..

Gas Revenue *. of total
378 41.7 43 0 47 4Resiotent.at . . , .

Commt.rual . 21 4 21,6 21 3 2* S.

Customers (averago per year)

Electric
. , .. 166 558 162,328 157.205 151.640Residentiat

Corr.merciat (1) 19.957 19.555 + 19.250 19.111
. . . . .

Indut, trial (1) . 1.401 1.425 1.306 1.2(7.

Street and highway lighting. 249 250 264 2Q. .

Total genera; businest. 188.165 183,558 178.025 172.260. ...

Railroads and railways 1 1 1 1. . .. .

Other electric utilities 13 12 11 3
. . .

Total electoc. 188.179 183.571 178.037 172.294. . . .

Gas-

61.858 58.968 55,540 51,670Residential . . . . ..

Corr'merciat . 7.383 6.827 6.250 5.714.. . . . . . .

industriat-Firm . 282 279 255 238
{ .. . . . . .

. . . .
.

18 20 20 22Industrial-Interruptible.

Total gas 69.541 60.094 62.075 57.644+
. .

'

Water . 9.596 9.235 8.739 8.33t.. ... . .. .

Steam Heat . _ 273 2.80 289 305. . .

Total customers . , 267.589 JS9]80 149J40 238 Sf1. . . .

Kilowatt. hours sold (In thousands):

Residential . 2.141.425 2,056.18G 1.964,783 1.813.690 '
. . . .

Commercial . 1.166.787 1,143,976 1,131,923 1.076.254... . .. . , ,

Industrial 1.532.762 1.514.416 1.475.648 1.422.5 0. . , , .

Street and highway hghting . 32.131 32,107 32.116 31.419. ..

Total general business 4.873.105 4,746,685 4.604.470 4.343.913 '. . .

Railroads arid railways 1.612 4,127 4.276 6.252. . .. . .

Other electric utilities . 3 048 002 2.052.141 1.793.113 1.445 07,1.. . .

Total energy sales. 7.9?.' 710 6.802.953 6 g o a_5j Mp5,2p6j. . .

Therms sold (in thousands):

Residential . 80.467 81.632 83.934 77.875.. ., , , , .

Commercal 59.590 58.366 57.989 57.24?. . , . ,

til 3tt1 103.007 110.075 108.171Industoal -Firm . . . . .. .

Industrial interruptitile 7? .'46 81.538 ,, BM.t_3 _ 7,8 812.

,

Tota! triettn sales. 3.*3 iH 9 329023 337,141 3?? '0.'

( Note (Il 8.qre3ption of nunmercial an<1 imtustrat ma.te on ;he l'a<is
of utife.*.ition of rete egy .t'uf tiot en er.'i' et l't.' .e. co.mt

i

12 .

.
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.

. 1970 1'M l'FA _1'# 7 1VG l'M 10 f'4

.

41 2 41 9 411 39 7 4? 7 44 1 44 6

26.7 26 5 25 7 24 4 25 4 25 3 24 6

.

41 9 41 5 38 9 41 4 45 8 44 8 44 0

19 8 23 0 19 0 20 2 22 0 21 0 20.7
'

146.616 142 836 134881 136.337 134.073 132.071 130.509

19.078 18 935 10 854 18.749 18.027 18.406 18.349

1,p 78 1 212 1.191 1.146 1.206 1.172 1.165

360 361 374 3'.0 373 301 332

167.332 163 314 160.300 156.582 154.241 152 043 150.355

1 1 1 1 1 1 1

11 9 10 .11 11 15 14

167.344 163 324 160.311 156.594 154.253 152.056 150.370

47.550 43.016 38 766 34.900 31.734 28,656 25.934

5.59G 5IE5 4.843 4 360 3.961 3.638 3.349

232 221 205 191 It9 144 141 l

24 26 27 27 27 29 28

53.402 45 548 43 841 39 478 35 891 32.4G7 * 29.451

8.046 7.608 7.410 7.021 6.812 6.547 5.247

313 315 316 317 322 317 324
,.

2. 2. 9 1. _0. ,5 219 995 211 878 203 4_10 197 278 -191 397 165 342
2 ==: w _ -- nm. = . . w. .=

.

1.665 681 1 $$9 313 1.456 636 1.356 815 1.321 631 1 285.709 1,267.f 21

939 027 936 375 858.564 765.492 725.653 669.572 626.018

1.377.039 1.391 121 1 334.118 1.226.333 1.244 P73 1.166.194 1.134.295

33 610 .__3 7 ~ 74 31812 31 246 30Ff6 ?8 577 27 03p

4.075 357 3 M11e3 3 681.460 3.399 933 3.323 032 3 150.052 3.054.865

9.077 7 032 13 lit? 24.D&3 26 il) 20 $36 25.56S

18 03 ( N 1.478 90.1 1 717.778 2 776 645 1 091 851 1 006 441 1,035 500*

558753.n 5J37606 54130?0 6 201 741 4 443 172 4185'0$ 9 4.115.953
:c r.a. . au s: r.a.-:_.. ..

68652 64 5.'4 54 497 47.016 43.733 40.461 38 295

44,145 41 6?O 35 470 33 218 27.261 ?4 415 23.360

105f40 10/ 664 9.i.464 55 215 12 540 11.065 9.454
.

r. ita 7*t'' 81 7'0 77 ?.9 79 316 , P l .i t ? _ F3 ?q7

300 33 ?.9 & * 271 171 ? +r 10? 8 t' 157,4?3 ,1 ',4,4 n6
*

'

I ?.
.

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _
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l OUd Hil(I !':.h:lGC Di ID--|i|CCiril;

l
.t v ! JR3 JK/2 ??1

N < t !. / .5 <i . m ";+ .- o.' . S t . O f. . .. ''t
bron t * tr, f r&e' i +.1

7.'d. 7 ' S 6 f/12 'd l C 4'J1.0f 9 C 7 'n '< "a

i ni rg y .. iu ', (f rorr. ...! , i t. i t,i"<.<)
(2J.'4 i *r7 i (1.79/.M4) (1'~$0.13:-) til';3.F

Ni s.s outs.<f t, s ys'e rn .
i

'
'

N'W ..bS7I7 U 4 Ib6 ' '

i[ner*;f rasyfs ..

b7 M 717 5 f 56 746 5 4'2S;833 5in f-'
Not syt,te ne rt:qrt(rnerit't,

Net System Rewt,".r ; le ilo<.. ;t.
hour:. in it Ou'v ris)

it ernial gent rat c.n CSS 721 763,274

Hydro generstion 3.794K4 3.014.3(7 5 733 825 3.5 4:W

Purchased pow. t 3 9H es) 3.175,7fs2 3 403.146 2 '. 's3 3t 3

01.922 _.39S.627 ,Et,8)f4 ) ,,f pf.1:
Net interchange .

Powt r generated and receweJ . 8.5'31.0.*O 7.355,040 7 024.583 6 201.37's

2 611.242 1,798.294 11 % 751 1 A!7 $$5
Net etchweries outside system

5.i . 5 6 ? ' [ }* } r?;$5720717 ,5 550 746Net cystem resources

Not System Peak t.oads and Availabfe
Acmurces (kilowatts)

[ Plant capability E50.50] 814.400 812.000 821.20'
' Long term purchase contracts . 261.0*3 321.030 3?! 003 J:0 rop

.

Total systern capat. hty . 1,111 5'O f.135.400 1.133.000 1.120.702
'

Other purchase (sa'est arrangernents 55.003 ..(28,000) , J 8,0go) , 3800]
.

Available resources net (esci non. firm a

purch ) 1.1(65 0 1.107.400 1.075.000 1.1 2.70;
.

Not system peak demand 1.0C 5 00] 1.062.000 1.076.000 934 000

Annual load factor (per cent) . 61 3 59.7 57.7 02 0
.

Net System Resourecs Espense

(thoulands of dallars)
Generation eurense $ 7 743 $ G 204 $ 2.315 5 2.0A;

Deccepts

Purchases 9 (03 8.939 7.250 t,362

N(t enterchange . Ft . (39) f (2 , (13y

96.i 0.000 /.410 0 230Tof.i; e cceipts . * .

Other production encenses 270 198 __,164 170
. . .

1otat product.on cirenso 17 ca ) is.29s 9 903 eas
t ti t t ,[11)&1) ja .trJ) _ g.1,y.i -Net dchtenes ou!>ide system .

Net system resources capense (t n's $ 3 409 ,$ S .t'.2 ,.$ .: ;wnw . u .,

k el ihl|re
.

s

:ia i
.

I
1
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_

.

11LO iv 9 19CA 19 r,7 19rc ,13g 1964

5.587.530 5.437.020 5.413.020 6.N.I.741 4.443.112 4.105,039 4.115.953

(1.283 644) (1,2f4.710) (1,$10,229) (2.5'M 713) (922.360) (831,793) (861.845)

_f 69 54'1 ,, 4 Db0,18 570 06:8 f 3'' 571 4919?8 4?? 632 419232

4 015 714 3.775 928 3 673 447
4 474 455 4.14 ?. %. .,9

- -

1 - =. c.w w

et. 2> 4. % ,4,r,9-) M, .14 87 u. . w.ui.

..

1

!

3,435.062 3514t5/ 3 001.502 3.454.946 3.631 753 3,172,109 3.158.000

2.603.757 2 4 A 0? 2.378 659 2.471.023 2 153100 1,430.524 1.507,807

170548 , (%. 73:1p (116 350) 64403 ,L725 41_1) 91200 f9,510)

0.105.967 5 954 147 0 063.811 6.772.455 4.983 848 4,006 973 4.607,297

,1?93 53? 1 353,213 1M.?.356 ?p.9JM 974 134 921 045 933 850

4 tB0 934 4 474 4p5 4jg9 Q15]]4, 3J7gj28, g6J3g |

4 8I22,3),3

811.003 621.800 829.400 829 200 830.100 826 903 808,100

_319 000 ?f 3 000 . ?iLO_Op 317 000 315 300 _312,600 313.100 p

1.130 000 1.074 800 1.080.400 1.141 200 1,145.400 1,139.500 1.121,203

,(.149g30) ,(!U @y) ,11?,5 0001 ,12,11000) ,L2ppCO) ,1160,0,09 ,,(1M,002)

981.000 949 000 955.400 926100 915,400 979.500 996.200

865.000 635 000 917.000 750.000 084.000 672.000 764,000

64 3 64 0 55 5 63 1 67 0 64 1 54 7

$ 1.903 $ 1.990 $ 1,853 $ 2.001 $ 1.953 $ 1.864 $ 1.654

6.713 0 50t 6.109 6745 5.9 85 5.389 3 889
.77

25 77 L16) ,,,,, _L1 1,3) _

77
_

,
,(9)

6 704 032b 6,246 6 729 5 032 5,406 3.966

141 135 137, __,,,,,1 M

159 .... 149 150

8 a?i 6.665 0 255 8,904 7.920 7,407 5770..

,_t.175) _(3fil11 ,,,,(Q$ $1 ,,,pj6f)
6

(4 N,5) _(3 fell ..(4126)

$ 4 *60 $ 4 ret s 1 029 j 2p 9 s ay29 jj?OR ,$3503

.

13
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_ _ .

.

.

I '. / * 1 r47'l 1972 1' i 1

l>:. nt isp nt! ' ir . (Ctr . .) (e. 1:inu .t.nds)-
,

.

L I 4.trer.

Pror19 t.,,n ' . ' , i>, S 7.150 $ 7,osa $.y .

All ott.e r . 1 *. ' ' . t 14 '297 _11.9% +5 t.

Tr;tist electric 2.' . 7 . 21.747 18.903 p;..

Gas 3 479 2.307 3.753 2e.
. . . . .

i ::'' 938 678 .t ..Other. .

Totaf M; int c.pind tures. $ ? 7.1 ! '< 524,038 g, 414 f pa >

.

Misce.laneous Dati(End of Year):
Ernploy<rs

Payro'l and Ocnefits (in thoucands)

Chargr.rt to cperahona s t n r r,7 $10.515 $10.200 $ 9./75

Total S16 H 5 515.729 $14.866 513.9;'t

Years of Serucc.
Less than 10 years , 470 507 505 491

10 to 20 years E f. ) 250 272 290
. .

20 years or mere SC1 . 337 323 3r1

Total 1.108 1.103 1,100 e r .,1. _1 :_1
__ 2

Shareholde rs
1 to 20 sh,1res. 4,407 4.504 4.5 % 46"O.

21 to 09 Shares C 510 6.531 6.601 0 779

100 to 299 shares 14 672 14.640 14.1(,0 14.274. .

300 to 930 sha'es 4.320 4,310 3.959 3.92A

1.000 shares and over . 676 _ 807 8?a .__f".

m,0111 F .t '3Total 30 615 31 052 .r c

Miles of pore line
Transnuspen 1 N7 1.990 1.085 1.0. . '

Distritu. tion (under (4 h) 'UC 7.539 7.356 7.07f.

Fer et Gas Mi ns (in thou*.irnts), it.i~' 9 981 9.710 9.." A -e

Pl. int stah ities, end of year (Kw)

Nameri.ce t.i'iri<1 t"- 73* 051.730 6?6 530 036 5?0

Ma n.ru o. . c.y ati.fif y 1 6.: 'J' 1,00.1.003* 8?0 TOO 031r#

( a r.. . . m r . i s ..r.............oi..i...... . . . .
..n........... +.....e4- ..t.......i....... .,'

.u i . .si -. i t,.

!

Ill
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.

yL7q tv.9 1%*.n t *. ',7 . ,19 9 f;'?f y4

9

$ 1?.'s t G $ f, *n ? $ '> f m i V.1 1 ''*l $ 421 $ 40;>
.,

7 r,12 f, ?*.$. 4, ??O f, * 1 '', 5.3 V, , 7.744 . _4 117
.

19fs27 ' * 4 'J- 1.313 5.(. % 5.8 v, 7.6 % 4.' 19

4.033 3.,rA 4.522 4.137 5.433 3.4?7 ? 615

560 t?? 48.4 _,,,JSA C1? 644 914

.- .1,p >;n $ 11,749 $ 810.;$1 - ,= ;.i . = , .
$.24 $.?O .$1r c94 g t 4 p99 -s t o t. n t.
a

$ 9.017 $ 8.530 $ 7.653 $ 7.503 $ 7.254 5 7,13? $ 7,055

$ 12.928 $12 CB3 $ 11.215 $10 454 $ 9.932 5 9.7C6 $ 9.4C0

451 453 407 378 365 425 443

313 340 300 412 405 412 392

279 .__. 21 . )1? 281 246 246 2_373
..

- -.1 090 1 094 w.1 079, 1 071 1 070 m.1083 ca.1,07 2
. s:-s r x ,a a m a. s - ma r a ua. . . . . . .

I

4.702 4.783 4.850 4 999 S.O 11 4.922 4.687

6.831 0.793 6 331 0 466 6.500 6 355 6 157

13.654 12J36 11.400 til?? 10.793 10 248 9853

3 051 3 697 3 155 3.115 3061 2.906 2691

753 761 72A .. 721 ,
7.to 732 _, ,740

w ,.3332429081 TP 770 ?0472 u.26 f.'3 v.?6114 ?$ to)
. . .s . a .a -

.r . . a. .. r .-..aa

1.953 1 947 1.945 1 03S 1.03 1.024 1 na'

7 046 7 016 6.938 6 f 00 6309 6.7J 4 0 685

8 d8G 8 618 t 360 7 (28 ,f O t I $ Jet $ pts

1

63o$30 630$?J 6.in 530 030 030 036 f M 036.bN 030SN*

631 000 FJi ON oji 000 eji cm 83 x) g31,py pj, pgy

.

h

9>,

I

I
I

e
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SUMMARY OF OPERATIONS,1974-1970 i

THE MONTANA POWE R COMPANY AND $UB51DIARIIS
..

I- '
{ 1974 1973 1972 1971 1970

#

Balance Sheet items (000)
f 5 541,382

,

5 473,321 5 428,119 $ 405,294 5 386.411Total utility plant . .. . . ... . . ,

Nonutelity property. 54,252 30,021 20.991 16.855 15,399 i'
.. ...... .......,,..

Total plant and property . 595.643 501,344 449,110 422,149 401.810. .. . . ,
'

Less reserves for depreciation and depletion 130,418 122,995 114,833 107,086 99.727. .

465,196 380,349 334,277 315,063 302,101
- Net plant and property . '

. .. .

Capitalisation Ration: ;,
Totalcommon equity . . 43.7 % 46 0 % 49.4 % 50 7 % 503%

. .

Preferred stock 4.5 57 65 7.0 73
. . . .,...

Long term debt and notes payable . 51 8 48 3 44 1 42 3 42 4
. .

1

i
income Statement items (000) /

Total operatina revenues + $ 117,762 $ 108.048 $ 95,647 S 88.227 $ 86.675
.

, . . .

Electric revenues . 73,275 69,887 62.452 57,7 14 56.519
. . . .

Natural gas revenues 43,141 37,426 32.494 Ja342 29.517
.

Other revenues 746 735 701 671 6 19
.. .. .

Operatiori espense $ 50,588 5 39,320 $ 32,268 $ 27,349 5 25.M4
. . .

Maintenance enpense 5,085 4,796 4,120 3,306 3,408*
. . . .

Depreciation and depletion 8,165 7,612 7,162 6.927 6.959t
. ...

2 22.010 26,176 25,016 25,411 25.403Taxes tincluding delected raies) . . . ...

Nonoperating income (net) | '2,417 1,275 1.019 1,256 646
..

Allowance for funds used during construction . 3,830 1,19.1 506 212 93

Interest charges 14,187 9,791 7,325 6,74 3 6.945
.

Preferred dividends 1,209 1,209 1,209 1,209 1,20 9
.

income available for common stock $ 22,765 1 21,610 $ 20,072 1 18,750 $ 18,436
.

Earnings per share of common stock $ 2 98 5 2 88 $ 2 67 5 2 49 $ 2 45
.

Dividere!s per share of common stock .$ 1 80 5 1 80 $ 1 695 $ 1 68 $ 1M
: 7,633 7,509 7,512 7,515 7,512Average shares outstanding (000) . ,

Dividend payout . (2 0% 62 5 % 63 5 % 67.5 % M 6%
. . . .

Times fined charges earned +24 34 39 40 39'

Times fined charges and preferred dividends earned 22 30 34 34 33

' Operating ratio 65.1 % 596% $78% 552% 51 1 %

Operation cipensa as percent of revenue 430 % 364% 33 7 % 31 0 % 2e 9%

Maintenance espense as percent of revenue 43% 44% 43% 37% 19%

Taies as percent of revenue 18 7 % 24 2 % 26 2 % 28 8 % 29 3%
,

Average number of employees . 1,511 1,400 1,323 1,287 1,280
,

,

.

Customers a.sd Use ;
195,279 189.841 184,402 119,204 174,02t.Electric customers 8. .

Natural gas customers 99,059 96,429 91.527 90,296 87.400.
.;

5'5ystem capabihty, kilowatts 1,025,325 1.092.272 1,089,700 1,086,900 1,016,ux).

: 872,000 897,000 913,000 878,000 822Mio8' Peak load, Lilowatts .. . ..., .

2Residential electra service-
; 165.560 160,758 156.157 151,314 147,325Average number of customers , ,, .

6,301 6,324 6,307 6,032 5,772Kwh use per customer d. . .. ...

Average revenue per kwh 2 46/ 2 45d 2 2$t 2 24l 2 2tetI
. .. ... . .

-e.,e.

t

4 a bk @ s @ek aO ib( N0b@ sf s0!I'OIPO| If @@l 4% on $((D%,,Nf % k NdlI% PI W3 ,( O ! Ilk @ NS@lIs0DO o DOkaO$

' ope,a i,oo. a.,,,,em .. d,4.,,o a .uo a d d..s, ..on ,,, os, ded ia .. oi se, is an ,e, u,, . .. a. .. . .a., o, m.,a i, a ,,,,,,u,,

*5Vilff91( apabitely and (WJk IOJe|% fPvned lu mt lude (Marf irt ettht |fom l%ndnrullea |%rf AdnunntfJf ahn Jnd U $ |lufFau o!
R eglamation and dele,egesi to tseit tustomret mlompany s tervic atra, system t apabdity entludes lasarf tvtt hesed under tirm
contrac ts
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Management's Discussion cnd Analysis
of the Consolidated Statement of income

1974 operating revenues increased $9,711,000, due electric and gas rate m(reaws granted m October,1972,.

principally to increased sales of electric power to other and amountmg to approsimately $9.600,000, and in-
utihties, which were up $2,016,000, and higher gas rates creases in natural gas rates of $1,387,000 granted m

granted to offset the increased cost of purchased gas July,1973, to of fset higher costs of purchased Canadyn
and royalty empense, which went up $6,826,000 (see gas Operation empense in 1973 mcreased $7,052,000,

Note 6 t i the Consohdated Fmancial Statements). Res- pnmardy because of higher costs of thermal generation
enues were adversely affected by weather conditions and purchased power amountmg to $2.397,000, a
and some effect of energy conservation by our cus. $927,000 mcrease in gas exploration and development

expense, and a $2,111,000 increase m the cost of pur-tomers,

Operation expense increased $11,268,000 Principal chased gas. Mamtenance espense was up $647,000, of
factors were the cost of purchased power, which rose which $274,000 was attributable to electric gen ration

$1,337,000, gas exploration and development, which and S234,000 to dntribution systems

was up $1,050,000, and purchased gas and production income tax cupense in 1973 mcreased $4,599,000

toyalty espense which mcreased 57,714,000 and the provision for deferred mcome tases decreased

Nonoperating income, net, increased $1,142,000, $5,465,000 because of the 1972 p.yment of back rentals

due principally to income from coal operations of West- for the use of Indian f ands at the Kerr hydroelectric pro-

ern Energy Company and other non utihty operations, iect (see Note 1 to the Comohdated financial State-
and the temporary mvestment of uneipended pollution ments) Other tases increased $1,623.000, principally

control bond funds. because of a $466,000 mcrease m ad valorem tases and

Income tas eipense decreased $4,458,000 as m. a $790,000 increase m the Montana corporation hcense
creases in operating revenues were of fset by increased tax related to the Kerr payment Allowance for funds
expenses, interest charges and other tan deductions, re- used durmg construction increased $687,000 ss a result

sultmg in a lower taxable mcome (see Note 1 to the Con- of construction activities, and interest on long term debt

solidated Financial Statements) Allowance for funds increased $2,364,000 due to the sale of securities in
used during construction, a nontasable component of 1973

other income, increased $2,637,000 as a result of greater Other Years The operating resenue increase of
construction eipenditures interest on long term debt $7,420,000 esperic1ced in 1972 was due principally to
increased $2,951,000 due to the sale of additional bonds mcreased electric and gas rates granted m October, )
in 1974, and other mterest empense was up $1,443,000 1972, amountmg to approsimately $1,830,000, system
due to increased short term borrowmg and higher m- growth, weather conditioris, and the resumption of not.

mal operations by a major mdustrial customer following
Q: rest rates.

For the year 1973, operating revenues increased a 197.1 work stoppage m the copper industry which ad-

$12,401,000 over the previous year, prmcipally due to versely aff ected revenues m that year.

Market and Dividend Information on Voting Securities -

The range of prices of the Company's common Shares of the Company's two senes of preferred
st:ck on the New York Stock Eschange for the last two stock are traded over the counter The range of bid j

years, and the dividends paid, have been as follows- pri:es (no admg pnces quoted eucpt '' offer wanted")
' and quanedy e njends have been as f ullows.

Dividend
1971 _ _ Hiah _ __ tow _per Share- $6 Preferred Quarterly dividend,$150 per share

1st quarter $36 $32 3/4 $0 431/2 [hd prices 1971,1st quarter, $79, 2nd quarter,179 80,
2nd quarter 34 1/2 32 1/4 0 45 3rd qumn, $7078, .Hh quann, $76 1974,1st qumn,

""' "" "' ' '
'

4 quarter 34 4 3/4 0 u He 1 22

Divnfend
tow _pr Share __ $4 20 Preferred Quarteth dmdend, $10% per1974 High _

_

_ i

1st quarter $14 5/8 $291/8 10 45 share lhd pru e',1973,1st quarter, $ 51, 2nd quarter,

2nd quarter 30 3/4 20 1/4 0 45 $51, 3rd quarter, l',0 51, 4th quarter, $50,1974,1st
3rd quarter 23 1/4 20-5/8 0 4$ quarter, $50, 2nd quarter, $42 $0, 3rd quarter, $19 42,

4th quarter 24;3/4 20 5/8 0 45 4th quarter, $ 18sI9

13
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CONSOt.lDATED STATEMENT OF INCOME
THE MONTANA POWER COMPANY AND SUBSIDIARif 5

.

i
.

.

*
(Based on accounts prescribed by the Pubhc Service Commission ,

of Montana and the Federal Power Commission - Note 1) .

.

Year ended December 31
'

1974 1973

OPERATING REVENUES:
.| $ 73,274.444 5 69.887.058Electric . ......... ......................

, Natural gas (Notc 6) . . .......; 43,741,176 37,425,729
. . ..............

Water........ . . . . . . . . . . . . * 745,922 735,599
......... . ..........

117,761,542 108.048,386
,

:

i1

OPERATING LXPENSES AND TAXES:
Operation 50,587,810 39 319,400. ........... .... .... ......

Maintenance (Note 1) . 5,085,257 4.796.348. ....... . ...........

Depreciation and depletion (Note 1)
~

8,165,214 7,611,899*
.. . .... ...

U.S. and Canadian income taies (Note 1) . 7,694,105 12,152.009. .. ..

Provisions for deferred tases on mcome (Note 1)-
( Accelerated depreciation and amortization ...I 1,325,213 1,245.575. ... .

Kerr Prolu.t charges . . . ' ($16,361) (516,361) !
... .... ......

Investment tas credit-net 698.435 600,057.... .. .. .. ..... . ..

Othertases 12,807,712 J2f94,760 ;*
. ... . . ....... ....... . . , . . .

._85,847,405 77,90l 687_

OPiRATING INCOME - ...' 31,914,117 40,144,6_99........... ..

.i

1 .

OTHIRINCOME AND Of DUCTIONS
.....i 2,417,069 1,274.749Nonoperatmg income- net . ... . .. .

Allowance for f unds used during construction (Note 1) 3,829.905 1,191 102...

6,24ts,974 2,414 051
38.161.111 12.612 f57iINCOME BEFOR[ INilREST CHARCES . . '

.. ...

I.

INTIRt Si CH ARCE S.
Interest on long term debt. . . 12,044,770 9,093,979......................

Other interest . . . 2142dfd f>49,2) 5,.................. ...........

14,18L212 S W 14'

Nt i lNCO.\,it . . $ 218871879 % .'.',819_9 th.. .......... .... ........

Net income per share of common stoc k (based
upon average number of shares outstanding)
af ter dividends of $ 1,209,534 on preferred stock s . . g $2 98 5288'

( l. . . . . .

.

M
.
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CONSOLIDATED STATEMENT OF
!

-CHANGES IN FINANCIAL POSITION ,

i

THE MONTANA POWER COMPANY AND SUBSIDIARl[$
,

.

(Based on accounts prescribed by the Public Service Commission
of Mqntana and the Federal Power Commission - Note 1)

.

Year ended December 31.

..

*
* 1974 1,97.3*

5OURCE OF FUNDS ;

Current operations: .

$22,819,536
.

$ 23,973,879Net income .. . . ..... .......

ltems not requiring current outlays; .

Depteciation. depletion and amortira ion 11,083,770 10.779,069
.. ..

Provisions for deferred tases on incom , 2,953,979 3.656.069..

Allowance for funds used durmg const. sction | (3,829,905) (1.193.302).

302,826 561,620'Other - net... . . ... .... .. . ...... ...

I 34.484,549 34,624,492*

' Sale of common stock under stock option plan 643,450 106,899'

....

Sale of common stock in public of f + 27,450.000 -

. . ... ...

89,927,700 24,906,250Sale of long term debt. .
. . . .. .

Cuaranty of pollution ( >ntrol re ,

; 4,495,794 1,826.624less funds on deposit with tru .... .... ..

Short.:erm borrowing . 3,500,000 10.000,0uo |. . .. ..

Changes in other assets and liat,iin net (889,7141 560,181
. . ....

.

S159 611,779 $72 024 946
.

>.

APPLICATION OF FUNDS
Gros s additions to property and plant. .....t $102,599.067 $56.892,184

..

1Allowance for funds used durmg constructson . (3,829,905J J1J9M02), , .

98.869,162 55.698.882

Retirement of long. term debt 30,297,300 573,329
. . ....

Dividends on common and pref erred stock I 15,316,650 14.726.619. ... '
2,569,563 92,577Prehmirary survey and mvestigation charges . . ......

Capital stock and long. term debt cipense - I 1,952,745 210,376
. . ..

increase m working capit,*l (escludmg debt) j _ 10j,,06J59 721 161
, .. . ..

i $ 159,611,779 $7.1024 94ei
i

INCRI A$t (DICRI A$f ) IN WORKING CAPIT AI.
.

COMPONENi$ ([XCLUDING DC UT)
Cash. $ 6,914.628 $ 839.573 *

.. ... ... . .. .... . . .. .. .....

Accounts receivable 4.866.358 240,130
. . ..... .. ... ... ..... ,

Materials and supphes 3,166,257 1.242,747
. . ........ .. ..

1,321.675 1.489.185Prepayments and other assets . |. ....... . ......

(551,700) (114.644)Dividends pay able ........} ~ 1.134.475 M,0.724
. ............

..

U.S and Canadean income tancs . . ........ .. ..

77T|141) *(T.046723)Otheridies .. . . . . . . ........

'- ...... j6J068,191) g58L824)Accounts payable and other habihtics * *' **

| 1 in.60ei, n9 $ 72 t,is, t-

. . .
. . .- ... . . . . . . . . ,- . . , . - , _ _. .

|_ . _ , ._

...,.
*

.
, . . ,

. '
,
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CCNSOLIDATEri OAL ANCE SHELT liff MONTANA POWIR COMPANY AND 5UB51DIARits
(Based cn accounts prescribed bv th? Public $civice Commission of Mc,nt.ina- Note 1)

A S S E.T S December 31,

PROPERTY AND PL ANT IN SERVICE AND
1974 1973

{ UNDIR CONSTRUCTION. ,;
Utihty properties:

.....' 5312,448,099 5294,959,058Electric . . . . .. ..........

. Natural gas . 4 .....b 134,346,922 128,299,516. . . .. ..... .....

Water and common utility
'

17,897,108 17,122,637 *
... ..... ... .,

Construction work in progress.
.

76,690,086 32,942,209. . .. ..

Nonutility property (includes $18,793,934 and i
54,241,791 construction work in progress) . . .. 54,251,483 30,021,182

*
595,633,698 503,344,602

Less- Accumulated depreciation and depletion . . . . f 130,438,399 _1_22,945,212
465,195,299 380,349,390,

MISCE LLANEOU31NW iTMENTS (at cost). .....' 2,713,211 2,476,114..

CURRENT ASSET 5:
'

Cash (Note 4) 15,365,000 8,450,372... ..

Accounts receivable, less allowance for doubtful accounts 17,570,630 12,704,272
Materials and supphes (principally at average cost). 7,146,653 3,980,396
Prepayments and other assets. 4,1"1,374 2.d69,699.

. . . .

. ' 44,273,657 28,004,739
DEFERREDCHARCES:

Preliminary survey and investigation charges. 4 3,557,182 987,619
Unamortized deM expense . .! 879,066 370,080
Extraordinary property loss (Note 1). 398,744 471,243
Headwater benefit charges (Note 1) . 190,409 380,818a

Kerr Project charges (Nc,te 1) . 6,763,447 7.655,330. .

Deferred taxes attributable to Kerr Project charges . (3,915,737) (4,432,093)
7,873,111 5,432,992

5520,055,278 5416 263 235

LI A BILITIES
CAPITAllZATION:

,

Shareholders' investment: ,
'

Capital stock (Note 2): '
.

Preferred . . . .| 5 21,983,500 5 21,983,500
Common . 141,493,045 113,399,595

Capital stock expense (Note 2) . (1,882.006) (479,334)'
...

Capital surplus 16,205,181 16,205,181.

Earnings retained for use in the business (Notes 1 and 3) . 40,118.368 31.461,139
217,918,088 182,570,081

Treasury stock-common (at cost)(Note 2). (271.412) (271,412)
* * ' '

Accumulated income tax reductions resulting from
accelerated depreciation and amortization (Note 1) . 15,285,142 13,624,240

Long term debt (Note 3) . .; 216,876.619 152,939,191..

; 449,808,437 348,862.100
CURRENT LIABILITif S: ,

Notes payable to banks (Note 4). 34,000,000 30,500,000-
..

I 110,000Long term debt-portion due within one year .
. .} 4,238,694 3,686,994Dividends payable . .

U.S and Canadian income taxes. ...I 2,300,789 3,435,264. .. ...

.j 5,482,800 5,305,659Other taxes . . . ..

Accounts payable and other liabihties . . . .! 16,320,874 10,252.681

j " 62,453,157 53,180,598*

DEFERREDCREDITS: }
Customer advances for construction 2,221,528 2,114,613.. ,
investment tax credit (Note 1) ..t 4,577,787 4,0no447. . . .

j 6,799,315 6,205.060
RESERVES FOR INIURif 5, DAMACES.

{,

EMPLOYiE5 PROVIDLNT AND OTHE R. ..] 994,369 938,717.

CONTRIBUTIONS SY CUSTOMERS FOR j
CONSTRUC110N Of PROPL RTY (Notc 1) . 7,076,760*

. . . . . ,.

5520,055,27." $416 26l 215 i

16
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C CNSOLIDATED BALANCE SHEtT THE MONTANA POWIR (OMPANY AND SUls51DIARif 5
(llased on aucunts 1.reutilmd by Ihe i ederal Power Commission - Note 1) ,

A5 SET 5 December 31
PROPERTY AND PLANT IN SLRVICE AND ~.

UNDE R CONSTRUCTlON: |
1974 1973

Otility properties:
, j $290,634,795Electric . . . ! 5273,144,779

.... ... ........ ... .. .

4 134,346,922 128.299,516Natural gas4 *
.. . .. . .. ..... ... ... . .

j 17,897,108 17,122.637 .Water and common utility . . .... . ..

76,690,086 32,942,209-Construction work in progress. . ... .. . ... . *

Nonutility propertylincludes 51&,793,934 and I
I$4,241,791 construction work in progress) 54,426,747 30,197.421

.... ...

j 573,995,658 481.706,562 ;.
,

Less- Accumulated depreciation and depletion . . . 130,416,148 122 972,961
....

443,579,510 358,733,601
,

MISCELLANEOUS INVESTMENTS (at cost) . I 2,713,211 2.476,114
.. . . ..

CURRENT ASSETS: }
'

15,365,000 8,450,372Cash (Note 4) . .. . . . . ..... ..

Accounts receivable, less allowance for doubtfut accounts 17,570,630 12,704.272

Materials and supplies (principally at average cost). 7,146,653 3.980,396

Prepayments and other assets. 4,191,374 2 869,699*

. . . .. .... ....

i 44,273,657 28,004,739

DEFERRED CH ARCES:
'

Preliminary survey and investigation charges. 3,557,182 987,619.. 3. .

Unamortized debt expense . i 879,066 370,080
. .. . ...

'

1 398,744 471,243Extraordinary property loss (Note 1,. . . . .

190,409 380,818
. . . *Headwater benefit charges (Note 1) .

'

6,763.447 7.655,330Kerr Project charges (Note 1) - .. ,

Deferred taxes attributable to Kerr Project charges . (3,915,737) (4 432,098)
.

7,873,111 5,432,992
3

S498,439,489 5194.647.446
,

LI ABILITIES 1
'

CAPITALIZATIC'N: j
3

Shareholders investment: 1
*

! '
Capital stock (Note 2): .

I $ 21,983,500 5 21.983,500Preferred . . . . .

141,493,045 113.399,595*
Common . . . . .. .. .4

Discount and expense on capital stock (Note 2) . (2,382,006) (979,334).

Earnings retained for use in the business (Notes 1 and 3) , 35,207,760 26 550,531
'

s 3 1 %,302,299 160.954,292
,

Treasury st'ock-common (at cost) (Note 2). . . . (271,412) (271,4 DJ
1 %,030,887 160.682,880

' 216,876,619 152 939,191Long-term debt (Note 3) .
' 412,907,50tr 313,622,071

.,. . ..
'

,

'
CURRENT LIABILITIES:

'

34,000,000 30,500,000Notes payable to banks (Note 4). . .

3 110,000Long-term debt-portion due within one year .

' 4,238,694 3.686,994Dividends payable . .. .. ...

U.S. and Canadian income taxes. 2,300,789 3 )35,264
. .........

' Other taxes . 5,482,800 5,305,659"
. . .. . .....

I 16,320,874 10 252.681Accounts payable and other liabilities . .... . . #

DEFERREDCREDITS:
,

62,453,157 53,180,598

'

Customer advances for construction 2,221,528 2,114,613 .
. . ...... . ..

k 4,577,787 4 040,447Investment tax credit (Note 1) ... . . .. .

i 6,799,315 6,205,060
'RESERVE 5 FOR INJURIE S, DAMAGE S,*

*

j _ , 994,369 938,717EMPLO)EE S PROVIDLNT AND OTHER.- ... ,

I I
CONTRIBUTIONS BY CUSTOMER 5 FOR'

CONSTRUCTION Of PROPE RTY (Note 1) . j 7,076,760. .

ACCUMUL ATE D INCOME T AX RF DUCTIONS
' -

RESULTING FROM ACCELE RATL D 1
*

DEPRECIAllON AND AMORTIZATION (Note 1) 15,285,142 13 624,240
. .

, 5498,41%4rN 5 N4 647,44b, * ''

17g-
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CONSOLIDATED STATEMENT OF EARNINGS
RETAINED FOR USE IN THE BUSINESS

k THE MONTANA POWER COMPANY AND SUBSIDIARIES {

(Based on accounts prescribed by '

the Public Service Commission of Montana - Note 1)

Year ended December 31 '

. .

I 1974 1973
. . . . . .. | 531,461,139 543,368,222Balance at beginning of year.

Add - net income . .. . . j 23,973,879 22,819,5 %
! 55.435,018 66,187,758

Deduct: :

Dividends (cash)-
'

Preferred stock - 56.00 series 957,534 957,534<
.

- $4.20 series I 252,000 252,000.

Common stock - 51.80 per share. ! 14,107,116 13.517,085
Transfer to common stock (Note z). . } 20,000,0(0

1 15,316.650 34,726 619
Balance at end of year (Notes 1 and 3) . j 540,118.368 531 461.139

I
.. ,.. ..-.-- , -

.

(
-

.

.

CONSOLIDATED STATEMENT OF EARNINGS
RETAINED FOR USE IN THE BUSINESS
THE MONTANA POWER COMPANY AND SUBSIDIARIES

(Based on accounts prescribed by
the Federal Power Commission - Note 1) '

Year ended December 31
-

. _ - . . .,

1974 1973
Balance at beginning of year. . . . . .. 526,550,531 538.457,614
Add - net income 23,973,879 22 819,516. . . . ..

50,524,410 61,277,150i

Deduct: ~
.

Dividends (cash): '

Preferred stock - 56.00 series 957,534 957,534
-

r
.

!
.

- 54 20 series 252,000 252.000.

j.. ..

Common stock - $1.80 per share. . 14,107,116 13,517.085,

I- ( Transfer to common stock (Note 2)
.

.' 20,000,000
I 15,316,650 34,726.619 i

.

Balance at end of year (Notes 1 and 3) . '1 535,207,760 526 5;0,511.,. .

I
- -

. .

~ '
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
|

N3TE 1 - Summary of Significant Business These differences exist because of divergent
Accounting Policies: findmgs of the two Commissions, in their respective
The Company's accounting policies conform to gen- property rerlawilication orders in 1945, as to corporate

erally auepted accountmg principles J3 apphed in the cost and " original cost" of certain properties, and as to
case of regulated public utihties and are m accordance disposition of amounts classified as Electric Plant Ac-
with the accounting requirements and rate making quisition Adlustments. Since 1959, there has been no
practices of the regulatory authorities having jurisdic- dif ference af fecting the income statement
tion. Pursuant to an order from the PSC, accumulated in-

come tax reductions resulting from accelerated depre-
ciation and amortiration on utility property are recorded

Pr, c,ptes of Consolidat,on: as Earnings Retained for Use in the Business - Restrict-me i

The consohdated fmancial statements include the ed, but in the accompanying balance sheets' these tax
accounts of all wholly owned subsidiaries. The net as- reductions bave been reclassified.
sets of the subsidiaries as shown by their books at De-
cember 31,1974 exceeded the Company's cost of invest- .

m:nt by $7,832,073 representing undistributed net in. Depreciation and Depletion:
come of the subsidiaries since acquisition which is in, Provisions for depreciation and depletion are re-
cluded in consolidated earnmgs retamed for use m the corded at amounts substantially equivalent to calcula-
business. The current assets and habihties of the sub. tions made on straight lme and unit of production
sidiaries operating in Canada are expressed in Umted methods by application of various rates based on use-
States dollars at the year-end rate of exchange; other fullives of properties determmed from studies and com-
css;ts and liabihties are expressed at rates prevaihng at putations made by competent engineers During the
the time of the transactions Revenue and expense years ended December 31,1974 and 1973, the provisions
amounts for each month are translated at the average for depreciation and depletion approximated 2% of the
r;t: of exchange in effect during the month The ex. depreciable and depletable property at the beginning
change adjustments from translation of Canadian cur. of the year.
r;ncy are not matenal in 1974,1973 or in the aggregate Maintenance and repairs of property and replace-
and are included in other reserves. ments and renewals of items determined to be less than

units of property are charged to operating expenses
The cost of units of property retired or otherwise dis-

Financial Statement Presentation: posed of, adjusted for removal costs and salvage, is
The Company mamtains accounts to conform to charged to the accumulated provisions for depreciation I

the accounting requirements of both the Public Service and depletion, and the cost of related replacements
Ccmmission of Montana (PSC) and the Federal Power and renewals is added to utihty plant. Gain or loss is
C:mmission (FPC) for purposes of complying with the recognized upon the sale or other disposition of land or
Montana statutes which give the PSC broad regulatory utility plant constitutmg an operating unit or system.
jurisdiction over the af fairs of the Company and for pur-
poses of complymg with federal laws which give the FPC
jurisdiction over licensed projects and the transmissP n Allowance for Funds Used
and sale of power m mterstate commerce. During Construction:

Financial statements are presented in this report As provided by the apphcable regulatory systems of
based on the accountmg requirements of both Commis- accounts, the Company capitahzes into plant in seruce
si:ns. Because of the extensive jurisdiction which the a fixed percent on the cost of utihty construction pro-
PSC has over the Company's affairs, includmg rates, ser- jects that exceed mmimum requirements both as to dol-
vices, securities issues and creation of liens, it is the lar expenditures and duration of the period of construc-
opinion of the Company that the financial statements tion. An amount equal to the amount capitalized is
based on the requirements of Montana law and of the shown on the Consolidated Statement of income as
PSC represent the proper presentation of the financial " Allowance for Funds Used Durmg Construction," as an
position and the results or operations of the Company. item of Other income. The allowance was computed at

i (Approximately 95% of the Company's revenues are de- the rate of 7% for the years 1974 and 1973 and' equaled
rived from mtrastate services at rates fixed by the P5C.) 16% and 5% of Net income for the years 1974 and 1973,

I However, the FPC has the right to prescobe books of respectively
' accounts to be maintained for its purposes and in view Assuming that funds used to fmance construction

cf the 1964 decision of the U.S. Court of Appeals for the during 1974 and 1973 were prosided n the same propor-
| Fourth Circuit in the case of Appalachian Power Com- tion as the Company's average capitalization ratio, and

pany v. the Federal Power Commnsion which held that, usmg the Company's average actual cost of debt dunng
in that case, the FPC accounts were basic accounts and the five years ended December 31,1974, the common
mun be presented m reports to stockholders, fmancial equity component of the allowance for funds used dur-
statements based on the requirements of that Commis- mg construction expressed as percentages of earnmg>

I
sion are also presented for common stock was 9 9% and 3 7% for 19~4 and

It will be noted that the differences between the 1973. respectively. The amount of the allowance varies
twa presentations relate pnmanly to Utility Properties, from year to Scar with the Company's construction pro-
Capital Surplus, and f arnmgs Retained for Use m the gram

- - - 19

*
---hH ymemp= ,

- - . ,. .- = . . ~ ~ ~ ~ - - - , - - . em. .-
,



-
.

. .

NOTES TO CONSOLIDATED FINANCI AL STATEMENTS
Esp.loration and Develnpment Losts: proving a settlement agreermnt determining payments
The Company and its subsidiaries account for ex- due the United States for headwater benefits provided

pioration and development costs mcurred on or related by its Canyon Ferry hydroelectric protect for the period,

( t7 hydrocarbon leases on the individual property unit 1953 through 1970 The settlement exceeded amounts
basis. This results in capitahzation of costs related to accrued by the Company through 1970 and the net ad-
the acquisition of leases and producing properties and ditional expense af ter applicable taxes is being charged
the amortization of these costs over their productive to income over a period of five years commencing Jan-
lives. Nonproductive exploration and drilling costs are uary 1,1971 as authorized by the FPC and the PSC
charged to expense currently. 'In 1972 pursuant to an FPC order, the Company paid

additional annual charges for use of Indian Lands at the
Kerr Project for the period 1959 through 1971. The Com-
pany received authorization from the PSC and FPC to

Capitalization of Pollution amortize to electric operating expense over ten scars
Controlf acilities: the amount of the additional charges and interest not

. The Company, pursuant to an agreement dated previ usly charged against income or recoverable from-

downstream beneficiaries. This results in an annualJune 1,1973, has unconditionally guaranteed the pay-
ment of principal and interest on 520.000,000 County of charge of $376,000 af ter reduction for income taxes.
Rosebud, Montana 5% % Pollution Control Revenue
Bonds due lune 1, 2003 The Company is capitalizing
the cost of purchasing, acquinng, constructing and in-
stalling the equipment being acquired with the proceeds
of these bonds and will depreciate the equipment over Interest Charged to Nonutility Property:
its useful life. Interest payments on the debt are charged Interest on borrowed funds expended pnncipally
t) expense currently Unexpended proceeds of the bond for the construction or acquisition of certain nonutility
issue on deposit with the Trustee are temporarily in_ mining properties not in service is being capitalized in
vested and the earnings are included in Other income. nonutility property. The amount of interest capitalized

was 51,700,000 in 1974 and 5189,000 in 1973, the first
year in which interest was incurred on funds borrowed
for construction or acquisition of such properties.

Contributions in Aid of Construction:( Effective January 1,1974, the FPC has ordered that
contributioris by customers for construction of property
will be accounted for as a reduction in the original cost
of the utility property rather than accumulating these income Tax Expense:

contributions in a separate account and presenting this income tax depreciation of property acquired after
amount on the liability side of the balance sheet. 1970 is based on IRS Class Life Asset Depreciation Regu-

At December 31, 1973 the accumulated customer lations utilizing accelerated methods and depreciation
c:ntributions amounted to 57,076,7f.,0. Ef fective lan- of roperty acquired prior to 1971is based on IRS Cuide-

uary 1,1974 tSis amount has been transferred to the I ne Class Lives utilizing accelerated methods for elec-

utility properties section of the balance sheet To the tric utility property only. In accordance with the ac-
g

cxtent these histoncal amounts are associated with Company provides deferred income taxes on the dif-utility property and plant currently in service, the origin-
cl cost has been reduced, the remaining amounts have ference between actual income tax depreciation and
been transferred to accumulated provisions for depre- straight line depreciation using IRS Cuidehne Class Lnes

coation and depletion. This change affects the presenta- and also provides deferred income taxes on the differ-

tion of financial statements but will have no effect on ence between income tax depreciation and financial
the Company's earnings as this amount has consistently accounting depreciation for principal nonutihty proper-

I''5-been excluded from plant investment for rate-making .gpurposes.
Company deducted for income tax purposes the ad-
diticnal annual charges and interest paid for use of in-
dian lands at the Kerr Hydroelectric Project for the
period May 7J,1959 through December 31,1971; and in

Costs Deferred to Future 1973 began capitalizing interest on borrowed funds
Operating Periods: expended principally for the construction or acquisition
During 1970 management concluded that use of of nonutihty mining property not in service. The timing

the Madison natural gas storage field be discontinued difference resulting from deferral of these costs to
and the facihties abandoned This extraordinary prop- future operating penods for financial accounting pur-
erty loss af ter applicable taxes is being charged to in- poses as well as other timing differences in pnncipal
come over a penod of ten years commencing July 1 nonutility operations have been normalized.
1970 as authorized by the PSC. The remaining differences, some of which are per-

On January 15,' 1971, the FPC issued an order ap- manent in nature between depreciation and depletion )
|
I
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NOTES TO CONSOLIDATED FINANCIAL. STATEMENTS
tsed in deterr tining taxable income and net income for The Company has made no provhion for U S or
financial accountmg purposes primardy due to differ- Canadian income taxes on the cumulative undistributed
enc:,s between IRS Guidelme Class lives and financial earnmas of Canadian subsidiaries, as these earmngs are
accounting hves, together with other dif ferences be- expected to remain invested for an indefmite penod of
tween taxable income and financial accountmg income, time and, in addition, any remittance of these amounts
are accounted for as net current reductions in income would result m no material amounts of such tases by
tax provisions. operation of the relevant statutes currently in effect and

*

The reduction in current federal income tax result- by utihzation of avadable tax credits and deductions
ing from the investment tax credit on utdity properties All other subsidiaries are included in the Company's
is being taken into mcome based on the various lives consolidated U.S. income tax return
of the assets giving rise to the credit. In 1974 the Com-

, ibany adopted the flow through method of accounting Ga,m or Loss on Reacqu,isit,on

for the investment tax credit on its principal nonutility of Long-term Debt:
The difference between the amounts paid uponproperties which has not been sigmficant to date.

U.S. and Canadian income taxes charged to costs reacquisition of long term debt and the principal
and expenses are as follows: amount, adjusted for unamortized discount or premium

and expenses, is included currently in nonoperating in-
Year ended come. For the years 1974 and 1973, the gains resultmg

December 31 from the reacquisition of long-term debt in connection
1974 1973 with sinking fund requirements are not material

(Thousands of
dollars) NOTE 2 - Capital Stock:

Current. 5 7,355 512,345 Capital stock consists of the following:
Preferred (cumulative, no par value):Def;rred-

Authorized - 3,000,000 sharesAccelerated depreciation and
Issued and outstanding:

' amortization 1,661 1,349
Kerr Project charges. (449) (449) 56 00 series. .159.589 shares 5 15,958,900
Interest charged to nonutility $4.20 series. . 60,000 shares 6,024.600

property . 831 91 5 21 983 500
investment tax credit-net 631 656 Common (no par value): )Miscellaneous items 348 76 Authorized - 22,000,000 shares

$10.377 514 068 issued and outstanding, including
Actual income tax expense is reconciled to '' expected - 9,900 shares held in treasury:,

inc me tax expense, which is computed by applying the December 31,1974-
U.S. income tax rate of 48% to income before tax, as - 8,747,356 shares 5141,493,045*

.

follows: December 31,1973-
. Year ended 7,521,358 shares $113,399,595

December 31 The preferred stock is redeemable at the option of
- 19 1973 the Company on thirty-day notice at 5110 per share for

(Thousands of the 56.00 series and $103 per share for the 54.20 senes,
dollars) plus accumulated dividends. The licuidation price of

Actualincome tax expense . 510,377 514,068 preferred Gares is $100, plus accumulated dividends
Adjustments for tax ef fects of: On November 26, 1974 the Company sold m a

Excess of utility income tax public offering 1,200,000 shares of common stock at a
depreciation utilizing the price of $22.875 per share aggregating $27,450,000 which
straight hne method and was added to the capital stock account. Underwritmg
guideline class hves over expense and other costs in connection with the issue*

' financial accounting amounting to $1,402,672 were charged to capital stock
depreciation. 1,689 1,638 expense.

Allowance for funds used during The Board of Directors authorized an increase m
construction. 1,838 573 t'he stated value of common stock of 520,000,000 m

Tcx deductions capitalized in March 1973, by a transfer of that amount from Earnings
utility plant for financial Retained for Use in the Business.
accounting purposes 863 612 The Board of Directors, in accordance with the

Excess of income tax deductions -
- Company's common s'ock option plan, may autho ize,;

|
. . over financial accountmg before June 18,1979, the grant of options to officer" and

|
s. income in Canadian utdity - - other key employees to purchase 239.521 additronal )

671 272 shares of the- no par commorr stock of the Company.' - roperations -,

.Miscellaneou> items- net t e. v 4 . 1,050 543 Options granted shall be at not less than the clesmg
Computed " expected'' income price on the New York Stock Schange on the date the

! tax expense V 516.488 517 706 options are granted and become esercisable af ter two

21.-
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NOTES TO CONSOt.IDATED FINANCIAL STATEMENTS
y:ars, provided there are no unempired prior optmn con- Debenturn on May 1,1979 whir h are espec ted to he
tracts. Options must be exercised in the order granted refunded with other long-term obligations
'md expire five years from date of grant At December The Company's Mortgage and Deed of Trust to
31, 1974 there were 40,775 shares under optinn at an Morgan Guaranty Trust Compar,y of New York dated
average price of 528 00 per share, all of which were exer. October 1, .19.45, as supplemented, imposes a direct
cisable. During 1974 no options were granted, options first mortgage hen on all physical properties owned or

-

on 130,548 shares expired or were forfeited by death, thereafter acquired, exclusive of subsidiary company
r;tirement or resignation of the option holder and op- assets and certain property and assets specifically ex-
tions on 25,998 shares were exercised at an average price cepted from said lien At December 31,1974 and 1973, ;

of $24.75 aggregating 5643,451 which was added to the the undepreciated book value of assets subject to the |
* capital stock account. hen was $469,078,000 and 5401,526,000, respectively.

The obligations collateralized are First Mortgage Bonds !

NOTE 3 - Long-term Debt: in the principal amount of $175,188,000 and

Long term debt consists of the following: 5115,188,000 at December 31,1974 and 1973, respec-
December 31 December 31 tively.

1974 1973 1.ong-term debt agreements impose no material
First rnortgage bonds restrictions on the availability of retained earnings at ;

8-1/4% series. due 1974 s s 29,996.438 December 31,1974 and 1973 for dividends. Earnings
2-7/8% series, dur 1975 39,190,799 39.194,3s9 retained for use m the business shown by the PSC finan- i
8 3/4% series, duc 1981 29,767,500 cial statements exceed such retained earnings shown by i
31/8% series, duc 1984 6.043,120 6.047,74n %F b I W 08 d a b

',[[ [[ FPC might contend are not available for payment of !

dividends (Note 1).8-5/8% ser.es, duc 2004 60,155,750

Sinkins Fund Debenturer
3-1/4 %, due 1979 10.639,725 11,130,127 gg 4_ gg g
7-1/2%, due 1998 24,913,750 24.910,124

The Company is currently authonzed by the PSC to
.

Cuaranty of County of Rosebud,
Issue unsecured promissory notes in aggregate principal
.

Montana, s 3/4% Pollution
C'ontrol Revenue Bonds. due amount not to exceed 5120.000,000 Informal borrowing
2003 19.867,389 19.862,929 arrangements with lending commercial banks currently
Funds on deposit mth provide for imes of credit aggregating $90,000,000, of( Trustee (13 537,582) t18 013 3761 which 556,000,000 is unused at December 31,1974. Un- t

s216 876 619 5152 919 191 secured promissory notes are issued to lendmg commer-
cial banks for six-month periods, bear interest at the

The principal amount of long-term debt is shown tender's prime rate in effect from time to time and may
adjusted for unamortized debt discount and premium, ordinarily be prepaid without penalty. I-

which amounted to a net discount of $393 799 and The average interest rate on outstanding notes pay-
5320,433 at December 31,1974 and 1973, respectively- able was 10% at December 31,1974 and 1973. The mas-
Th;se amounts are being amortized over the period the imum amount of notes payable outstandmg dunng 1974
r;lited bonds are outstanding and 1973 was 584,000,000 and $30,500,000, respectively.

In March 1974 the Company sold 560,000,000 The approximate weighted aserage of notes payable out-
(F5/8% First Mortgage Bonds due 2004 and n Nosember standing was $39,356,000 and $7,336,000 with an aver-
1974 the Company sold 530,000,000 8-3/* % First age annualinterest rate of 11.6% and 9.3% for 1974 and
Nirrtgage Bonds due 1981. 1973, respect;vely. i

The agreement secunng the 3-1/4% debentures due Compensating balances were $12 million and 54
'

1979 provides that the Company must deliver to the million at December 31,1974 and 1973, respectively,
trustee, for a retirement sinking f und, 5540,000 cash or and are included in current assets in the Consohdated
pf ncipal amount of debentures each year through 1978. Balance Sheet. These balances, which include amountsi

| At December 31,1974 and 1973, the Company had ac- normally maintained for working capital requirements.
Cuired $430,000 and $595,000, respectively, pnncipal are subject to withdrawal but the Company currently
amount cf 3-1/4% debentures which qualify for future anticipates its balances will approximate ten percent of i

sinking f und requirements and which, accordmgly, have the ime of credit and ten percent of the borrowing there- !
be:n apphed it' the balance sheet as a reduction of this under on a movmg average basis or twenty percent of
debt. The agreement securmg the 7-1/2% Sinking Fund the line of credit.

*

Debentures due m 1998 provides that the Company must ,

. deliver to the trustee for a retirement smking fund a mm-
.

| imum of $500,000 cash or prmcipal amount of deben- NOTE 5 - Retirement Plans:
| t'ur;s each year from 1979 through 1997. Smking fund The Company maintains trusteed, noncontributory

( equirements under the first mortgage bonds are bemg retirement plans covenng emplosces who attain retire-
m2t through property additions Other required principal ment age normally age 65, and base completed one !
payments on long term debt for the years 1975 through year of sersice Dunng the sear 1973 the market salue of
1979 are 539,188.000, 2-7/8% First Mortgage Bonds on the assets held by the trustees approximated the ac-
()ctober 1,1975 and 59,000,000, 3-1/4% Smkmg Fund tuarially-computed prior servi:e costs. Accordmgly,

, ,

'
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NOTES TO CONSOUDATED RNANGAL STATEMENTS

Costs of t'he plans for 1973 funded and charged to ex- priate. The Company's share of expenditures to date and
pense relate prmcipally to current service and were estimated cancellation costs approximate 55,000,000
5574,361.

'

For the year ended December 31,1974, cost of the The Company's hydroelectric projects are opera:ed*

plans funded and charged to expense was $640,410 under licenses issued by the FPC which expire at various
which related to current services only. At such date the times through 1998. When a hcense expires, it may be
market value of the assets held by the trustees had de- reissued to the Company, issued to a new hcensee or the
Clined to approximately $8.750,000 and the actuarially- facility may be taken over by the United States in either

,

Computed liability for services prior to January 1,.1974, of the last two events the Company would be entitled to
the most recent period for which this information is compensation equivalent to its net investment in the
available, amounted to approximately $ 16,300,000. project, not to exceed fair value, plus severance dam-

.
ages. In determining net investment m the project, the

The Company has in the past determined annual licenses provide that there may be deducted the amount
pension expense subject to the review of an , dependent contained in a'n amortization reserve which shall be ac-

-m
firm of consulting actuaries. The Company has engaged cumulated from a portion of the amount earned in ew
that firm to review the plans and recommend changes t cess of a specified reasonable rate of return af tes twenty

. bring them m, to compliance with the requirements of the years of operation under the license. The amount of
Employee Retirement income Security Act of 1974 as these amortization reserves, if any, relating to the Com-
to participation, vesting, funding and the appropriate pany's hydroelectric projects cannot be ascertained with
provisions for pension costs including amortization of accuracy at this time because of various uncertainties
unfunded prior service liabilities. At this time the effect regarding methods of calculation. However, manage-
of the act on annual pension expense and unfunded vest- ment at this time believes that any such amortization
ed liability for prior service is not known. reserves are not material in relation to the Company's

investment in property and plant or to shareholders'
""NOTE 6 - Contingencies and Commitments:

Operating revenues for 1974 include approximately
Rental expense was $3,505,000 and 53,197,000 in-55.5 million pursuant to the Montana Public Service

ciud.mg delay rentals of $1,867,000 and $1,439,000 forCommission 1974 rate adjustment order authorizing the
1974 and 1973, respectively. Minimum annual rentalsCsmpany to increase natural gas rates to offset the in- g
under noncanceliable leases consist or 5975,000 hydro-creased costs of purchased gas and royalty expense of
electric project rentals under terms of h, censes issued bygis produced in Canada and Montana. In January 1975 the FPC above, the largest of which is 5950.000 appli-

a district court invalidated this Commission order in cable to the Kerr hydroelectnc project which hcense
two separate appeals seeking review of the Commis- apires in 1980 Uor which the Company intends to apply
sion's decision under Montana law. The Montana Su_ f r reticensing), and $209,000 transmission line rentals.prime Court immediately issued a stay of the district Minimum transmission line rentals are based on negotia-court order which will be in effect pending a fmal Su- pucentages of physical plant costs and variable
preme Court decision on the appeal of each case being perating costs and do not contam renewal options.perfected by the Company. The stay order allows the The transmiss on line rental agreements continue toCompany to continue passing on its higher purchased 2015. The minimum rental commitments under noncan-gis costs and royalty expense to its customers until cel ble leases for each of the five succeedmg years,final determination of the validity of the Commission's each of the next three five year periods, and the re-crd:r. If the Commission's order is mvalidated by a final

mainder based upon agreements in effect on Decem-
Supreme Court ruhng, the amount collected, pursuant to ber 31,1974 are disclosed below:this order, may be subject to refund. The Company can-
not predict the outcome of this litigation; however, if
the Commissian's order is not sustained, it would ma- Tranirninion

Totalteri lly affect the Company's revenue and earnings. Hydroelectric Line .

1975 s 975.000 s 2M 000 51.184.000
in January 1975, the Montana Department of 1976 975.000 209.000 1.184.000

Natural Resources and Conservation issued its final 1977 97s 000 209.000 1. in4.ono

environmental impact statement on the proposed jointly 197a 97s.000 209.oon 1.184.000
1979 975,000 209.o m 1.184 000owned steam electric generating plant units 3 and 4 and

associated facihties at Colstnp, Montana and recom- 19" 'h' "Sh 1984 522.000 1.046.000 1.sr.a.ono
1985 through 1989 125.000 1.046.000 1,171.aio

mended to the Montana Boa'rd of Natural Resources
j and Conservation that the application for a certificate of [,, f,'[r '

hrough

| cnvironmental compatibility and public need for the 2ois 97,ogo 4.334,000 4,3s i,gm
plint and as>ociated facihties as required under the )
Montana Utihty Siting Act of 1973 he demed. The Board .At December 31, 1974, in connection with their
after holdmg a heanng wdl either grant or deny the contmuing construction program, the Company and its
application as filed or grant it upon such terms, condi- subsidiaries had entered into purchase commitments

I tions or modifications as the floard may deem appro- which amounted to appruximately $48,000,000.
!
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February 7,1975

To the Board of Directors of
The Montt a Power Company

,

. We have examined the consolidated financial statements of The Montana Power Company and its sub-
sidiaries for the two years ended December 31,1974 and 1973, appearing on pages fourteen through twenty-
three of this report. As explained in Note 1 to the financial statements, the Company mamtains accounts to
conform to the accounting requirements of both the Public Service Commission of Montana and the Federal
Power Commission, financial statements based on the accounts prescribed by both Commissions are pre--

sented in this report. Our examinations, which were directed to both sets of financial statements,.were made
in accordance with generally accepted auditing standards and accordingly included such tests of the ac-

{ counting records and such other auditing procedures as we considered necessary in the circumstances.
As described more fully in Note 1, the differences between these two sets of financial statements arise

. from a decision of the Federal Power Commission which has resulted in the exclusion of some 521,600,000 of
Company's costs from the pre perty accounts with a corresponding reduction in shareholders' investment.
The Public Service Commission of Montana recognizes such amounts as legitimate costs of utility property-

a and permits the Company to earn a return thereon. Because the Public Service Commission of Montana has
the major jurisdiction over the aff airs of the Company, including rates and securities issues, the financial
statements based on its accounting requirements, in our opinion, are the more useful to the Company's
shareholders.

In 1974 the Company has included in operating revenues approximately $5,500,000 which has been
billed to customers in accordance with a 1974 order of the Public Service Commission of Montana allowing
the Company to pass on to all customers increased costs of purchased natural gas and royalties on natural
gas produced. The validity of the Commission's order is being contested and all amounts collected pursuant
to the order may be subject to refund on final disposition of the matter. The Company and their counsel
cannot predict the o'utcome of this litigation with any certainty at this time and no provision for any refunds

,

. which may result has been made in the accounts; see Note 6.
'

In our opinion, subject to the effects of such adjustments, if any, as might have been required had the
outcome of the uncertainty referred to above been known, the accompanying statements based on the ac-
counts prescribed by the Public Service Commission of Montana present fairly the consolidated finan'cial
position of The Montana Power Company and its subsidiaries at December 31,1974 and 1973, the results
of their operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles consistently applied.

Also, in our opinion, subject to the effects of such adiustments,if any, as might have been required had
the outcome of the uncertainty referred to above been known, the accompanying financial statements
based on the accounts p'escribed by the Federal Power Commission present fairly the consolidated financialr

position of The Montana Power Company and its subsidiaries at December 31,1974 and 1973, the results

( .
of their operations and the chan'ges in their financial position for the years then ended, in conformity with
the applicable accounting regulations and orders of the F ederal Power Commmion consistently applied,

4 dbkl~d@[
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SUMMARY;OF CONSOUDATED OPERATIONS

1974 1973 1972 1971 1970

""'#" '"
OPERATING RIVENUE5;

5 216,789 5 220,377 5 190,170 5 -171,679 5 152.242Electnr. . . . . . . . . .

2.124 1,465 1.533 1,369 1,2's3
Steam Hea*ing . . . . . . . . . .

. . . . . . 2,438 2,188 1,815 1,563 1,545
| Water

25.628 11,905 6.552 5,619 4.932Telephone- . . . . . . . . .

N TOTAL OPLR ATING REVENUES . 246.979 235.935 200,075 180.230 160.617

.

OPERAllNG EXPENSES:
111,882 10r).193 31,981 75,757 69,051

Operation and rnaintenance . . . .

. . . . 30,901 26.062 21,097 19,960 17.943Depreciation .
Taxes other than mcome taxes 24,087 22,365 19,723 17,440 16,812

. .

(2,740) 7,472 10.25') 9,451 5.919income taxes . . . .

TOTAL OPERATING EXPENSES 164,130 156.092 133,051 122,608 109.725
. .

NET UTit|TY OPER ATINC INCOME 82.849 79,843 67,024 57,622 50.692

OTHIR INCOME (DEDUCTION 5n
Allowance for funds used during construction 16,799 7,887 12,324 10,447 5,357

.

. . . 7,132 3,707 525Equity in earnings of somt ventures
Other income-net of deductions 3,203 42 (206; (836) 132

(805) (167) (2 01 (3) (3)Mmority interest . . . .

. . . . (4.129) (1.053) (62. 483 16,9Income taxes .

OTHER INCOME (DEDUCTION 51-NET '?200 10.416 12.561 10,091 5.655

INCOME 8Ef0RE INTEREST CHARGES 105.049 90,259 79,585 67,713 56,547
. . .

~

INTEREST CH ARGE5 50.920 36,717 31,703 28,829 25.496. . . .

. . 54,129 53,542 47,882 38,884 31,051NET INCOME
Preferred dmdend requirements . 8.407 8.407 _ 6.815 5,115 3.693. . . .

NET INCOME APPLICABLE TO COMMON STOCK . 5 45,722 - 5 45.135 5 41,067 5 33,769 5 27,356

Average number of shares of common stock
22,498 19,881 18,292 17,074 16,234outstanding (m thousands) . . . . .

Per common ghare:

Net income 52.03 12.27 52.25 51.98 51 69. .

Dmdends declared 511,0 01.575 51.47 51.40 51 28
.

MANAGEMENT'S DISCUS $lON AND ANALYSIS Of SUMMARY Of OPER ATIONS
The decime m electnc operstmg resenues for the 3 car ended December 31.1974 as compared with the Scar ended December 31,
1973 as pnnopath the re ult of reduced sales sur resale and madegaato lesels ei electnc rate > in re'ation to contmumg mcreasc>
m operatmg co t and mterest co :t Such mcrea e were sub>tantially on et b relats d reductios m income tases, additional
equity m cas.tng of jomt sentures, and mcrea ed allowance for in nd u' ed durmy on truction u.th the result that net inceme-

mcrea cd shghth for 1974 as compared to 1973. The dethne in electnc operatmg .csenues b espected to rescrie as the eftect of |,

encrea cd elettrg rates n redetted m such resenuc>. See page 4 tor mtormation regardmg electric rate mcreases put mio e:teet i

durmg 1974 The decrea e in net m<ome per common share for t5e year ended December 31,19'4 as compared with the scar )
ended December .ll.1973 eetlect an mcrea c m the number of common share oui >tanding. The mcrease m operatmg ever>c.
mclud.ng fuel and other produ(tion empen>e, for the gears ended Detember 31.1973 and 1974 oser the respectne pnor scar >,

, j
result trem the Comparn ', inc rea-mg steam.clectric generation m relation to the port.on of energy generated and purcha.ed f omt *

! h)dniclestnc our ev Operatmg espen e also msreased due to muca es m depreoation, mJmtena9ce, admimstratne Jnd. s

,

( ,
general espint e uhn h are relatrd to m< rea ed utilits olant put into *ctsise. J ucIl J to higher co3t* of labor and mJtenJl>. the,

mirca ed amount of mien t and dmilend erilest aifditionat tap tal obtamed to tmanie the Com;>Jnyi wntinumg con truction'
~

!
~ progrJm nec page 9. See Note to finansul Matetuents for mtorrut.on relat ng to Jssountmg tor mcOTe late , attowJnce for

fund u*nl duru*g ton trutl'on c. lusty m carnmp of tomt senture Jud telephone operation). See JI O "Resenue , bpen c5 and !
ins on,e ..n r.,ge 4 f.,, t . h..r d,,, u, ionwt in , c,*i- m opeuis m,. <

!13
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PACIFIC POWER & LIGHT COMPANY

CONSO_ DA EJ 3 _AN E S - E E~
.

ASSETS
'

Dlf f MB[R 31
1974 19 3

UTILITY PLANT %te 13: Thousands of Dol!.us

Utiht, plant in struce-
[lectric 51,243,993 51,173,773

5tcam heanng . 2,765 2,957.
.

Telephone 100,533 96.269
1

Water 24,020 21.212. .

TOTAL 1,368,131 1,294 213

Less accumu'ated provi>am for deprecianon and amorteration 228.902 206 M4

UTillTY PLANT IN SERVICE-NET . . . 1,139,431 1.087,349

Construction work in pror.ress 325,639 165.148.

Utiht) plant hc|d for future use . . . 4,757 5.299

. . . 3.720 3,916Electric plant acquis, tion adjustments

UTILITY PLANT-NIT 1,473,547 1.261.712.<

!
OTitER PROPERTY AND INVESTMENTS:

Nonutif.ty property 'less accu nu!ated prowsion for depreciation )
and amortization-1974,5212,000,1973,5191.000) 2.823 1,929

Inststment in joint sentures ! Notes 1 and 2) 14.214 12,119

i Other 5.761 6.124a . . .

TOTAL OTHER PROP [RTY AND INVESTMENTS 22,790 20,172

'
1

CURRENT ASSETS:

Cash (Note 3' 7,357 8.718
Working fund and depmit> . 1,461 1,157

Temporary ca h ime tments . 2,840 1,661, .'
Accounts recenab'e-

Customers iless accumulated prousion for unco!!cctibfe
) aciount>-1974. 5356.00tt 1973, $582.000; 16.193 17.197

11,038 9,293Other . . .

Materia!> and suppl.cs (at aserage cost or less) 20,470 13,133. . .

'

Prepa3 ments 1,4'#2 1,603. . . . .

! TOTAL CURRENT A55f15 61.053 52.818. . . . .,

*i
DIFERRED DEBIT 5:

Unamortised debt esPense 2.341 2.193. .

Pichmmary sursc) Jad ensestigation Charges 7,665 4.189.

8 883 6 818lobbmi; and ether wo,rk in progressi . . . .. . . . . . .

! Other 12.113 8 Ma. . . . . . .

3 TOTAL Off fRRID D[l:ITS 11.0 t2 22 1.si. . . . . . .

1OT At AGI15 . . . . . . . .51 us 419 $1 1*+ w
y.. -

| f.s .. .ui.:.r.e.uig xo:, , t,. r, . ncinuti n r,tae . .

.
.

* 14

I
s

. @ Me __ M.&$ WW> 8WB- O , AF &M e s 4e @ $61 M $ '%OMM&W kme.mo a egg p



.

,
.

3
.p

.

..

LIABILITIES|
DECEMBER 31

1974 1973-
Thousands of D,::ars

CAPITAltZATlos:
Capital stock and retained carnings (Notes 4 and 8):

Preferred stock ? Schedule 11 . . . . . . . . . . . . . . . 5 117,2 36 5 117,236
. . .. .

~ 75,350 66.936Com non stock 45chedute 1) . .. . . . . . . . . . . . . . . . . . .
232,179 126,487Premium on cap:tal stock . . . ....... . . . . . . . . . . . .

11 22
Installments recessed on common stock . . . . . . . . . . . . . . . . . . . .

(8,104) (6.046.'
'

r Capital stock expense .. . .. . . . . . . . . . . . . . . . .

135.187 125.484
! Retained cammgs . .. . . . . . . . . . . .

551,859 490,119TOTAL CAPITAL STOCK AND RETAINED EARNINGS . . . . . . . . . . .

749,169 637.814Long term debt r5chedule 2) .. . . . . . . . . . . . . . . . . .

1.301.028 1.127.933TOTAL CAPITAllZATION ...... . . . . . . . . . . . .'

i

;
,

CURRENT tlABILITIES:4

Long term debt currently matunn5 13,878 8.808
. . . . . . . . . . . . . . . .

( Notes payab'c to banks 69,400 50,673
...... . . . . . . . . . . . . . . .

j
Co nmercial paper 43,665 11,0CJ

.. . . . . . . . . . . . . . . . . . .

35,490 38.794
,

}
Accounts p.'yable ... . . . . . . . . . . . . . . . . . . .

11,379 10,353
| Dividends declared . ........... . . . . . . . . . . . . .

24,253 27,144
i Taxes accrued - . . . . . ... . . . . . . . . . . . ... .....

14,975 10.537Interest accrued . . . . . . . . . . . . . . . . .

6,916 6.312Other current liabilities .... . ....... . . . . . . . . . . . . .

219.956 163.821.TOTAL CURRENT LIABilli!I5 . . . . . . . . . . . . . . .

I
i

DEFERRED CREDIT 5:a

4,183 2,704Customer adsances for construction
i; .

.... . . . . . . . . . .

7,954 10.047Accumulated deferred imestment tax credits (Note 1) . . . . . . . . . . . . . .
.

Accumulated deferred income taxes (Note 1):
27.367 29.034Accelerated amortization . . .. . .................

,
10.260 6,030

; Liberalized deprecia: ion . .. . . .. . . . . . . . . . . . . .

7,184 5,1 61i Repair allowance . . . . . . . . ... . . . . . . . . . . . .

974 2.556
1 Other deferred credits . ...................... . ..

57.922 ; 55.582
1 TOTAL DEFERRED CREDITS . . .. . . . . . . . . . . . . .

o

1.146 1.681OPERATING RESIRVIS - . . . . ..... . . . . . . . . . . . .
,

5 MINORITY INTEREST IN SUBSIDIARY COMPAN![$ 8.378 7,790
|

. . . . . . . . . . . . . . . .
'

COMW{utN15 AND CONTINCCNT LIABILITl[5 (No:e 6);

- - - -51.588 430 51356.c07TOTAL LI ABILITIES . . . . ..... . . . . . . . . . . . . . .

. (C
i --

?,

*

(ice accompamirp Aote* re hnanc af Sra:emente

'

- 15.
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STA. TEMENT OF CONSOLIDATED INCOME
'

,

-P _ . . .
.

.

f
. Years emfed Det. :.f.. r .:1

.|. C l's74 1's7 s

'

OPERATING RE\T'.UES- The, usa,rA of it,II.ir.

Sm29 Smr,nest,.c . . . . . . . . . . . . .,
2.124 1,465Steam lie ating . . . . . . . .

2,438 2,16;Water . . . .

25.6M 11.wn. Telephone (Note 2 . . . . . . . .

24r .979 235.933"

TOTAL OPERAllNG RlVL.NUL5 s
. . . . . . . . . . . .

OPERATING EXPENSES:
'Operation:

Electric utslett.
25.213 26.121Power pt.rchased and intercharged-ntt . . . . . . . . .

16.939 16.894Fuelespen>c . . . . . . . . . . . . . .

5.654 4.611Other production . . . . . . . . . . .

TransmisWe>n'and distribation . . . . . . . . . . . . 11,460 10.344
9,899 9.464Customer u ruce espense . . , . . . . . . . .

. . . . . . . . . . /. 5.833 3.693-Other ualities . . . . . . . . .

18.014 15.675Adminntratae and general . . . . . . . .

18.870 13.391Maintenance . . . . . . . . . . . . .

30.901 26.062Depreciation . . . . . . . .

24,087 22.a65Tases--other tha i income . . . . . . . . .

(2,740, 7.472federal and state encome taws (Notes 1 and Si . . . . .

164.130 13b.092TOTAL OPERATINC IXPENSES . . . . . . . . .
.

. . . . . . . . . . . . 82.849 79.843NET UTILITY OPER \ TING INCOME
#*

OTitER INCOME (DEDUCTIONS::
A!!onance for funds used during construction (Note 11 16,799 7.887. . . . . . . .

7,132 3.70'Fquity in carnene of jciint sentures (Notes 1 and 21 . . . . . . .

4,445 1,142Interest, daidends and other mcome . . . . . . .

3' (1,242) ,,- il,100j Other deductions . . . . . . . . . . .

(8051 (1f 'i
|

Minority interent . . . . . .

(4.129) t 1.05 3 -income tascs . . . . . . . . . . . . .

22.200 10,416OTHER INCOME (DEDUCTIONS)-NET . . . . . . . .

105.049 90.259|NCOME BEFORE INTEREST CH ARCES . . . . . . . . . . . .

INTEREST CH ARCES:
42.798 33.802Interest on long-term debt . . . . . . . . . . . .

232 161Amortization of debt dncount, premium and expense-net . . . . . .

7.890 5#4Other interest . . . . . . . . . .

50.920 _ %.71'TOTAL INTEREST CH'.RCES -NET . . . . . . . .
_

5 34.129 5 33.542NET INCOME . . . . . .

Earninp per share. based on aserage number of common > hares out+tanding c'armg e.ich gear (after . _ - _ . .
v_ ... .

recognition of pre: erred daidend acquirements of 58.407A'O for 1974 and 1973) 52.03 52.27.

STATEMENT OF CONSOLIDATED Years ended December 3:.

RETAINED EARNINGS' 1974 19'5

TFousand of D.'|ar>

,,5125.4a4 sul,492Balance, January 1. . . . . . . . . . . . . . . ,

Net income 54.1.'9 54542
. . . , . . , .

. . . . . . . . 1N r.13 h.5044Total -

.

Deduct: .

I Cash daidends:
8 407 11 4 )*Preferred >tisk .

to 014 11.144Common >totk . . . . . . _. . _ .,

Total ve.fut tuns 44 42e, aW
.

SIlllC 53."*434B.nlam e. Des ember il . . .

(See.t. ..a r.:.ur ,: \..te-fa h t.t~is.fi W:. h's !. '

1(,
,

*
. . . . . . . . . .. - . - - . . .

,
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STATEMENT OF CHANGES IN _,

- CONSOMDATED FINANCIAL POSITION

( Ye.e . I nsled Ihwn to r 11
1's74 1'173

Thousands cif D<.1.ars50VRCC Of FUNDS. ,

f rom Operatione
. . . . . . . , . . . . . . . . . .* 5 54.129 5 53,542' ~ '

Net income
. Non-cash charges tcreditse to income:

30,901 26.n62Depreciation . . , . . . . . . . . .
*

4,536 2.662Deferred income taxe>- net . .G . . . . . . . . .
,,

~ 82,093: 2.277Investment tax credit adjustments-net . . . . . . .

Aitowance for funds used durnig construction (16,799; '7,86D
. . . . . .

'2,095) . (462Undistributed earnmgs of joint ventures . . . . . . . . .

805 167Minority interest m net income of subsidianes . . . . . . . . . . . . .

(4191 421Other-net , . . . . . . . . , , ,

68.965 76.782TOTAL FROM OPERATIONS - . . . . . . . . . . . .

f rom Outside Sources:
137,155 45.593Long term debt . . . . . . . . . . . . .

51,984 37,107
Common stock . . . . . . . . . . . . . . . . . .

56.262 57,081
Net increase in short. term debt . . . . . . . . . .

8810Net decrease an temporary investments .. . . . . . .

TOTAL FROM OUTSIDE SOURCES 245,401 148 591
. . . . .

Other Sources:
Decrease Oncrease) in working capital (excludmg short-term debt and temporary cash investments! '7,185) 18,657

6.684 (5.975)Other-net . . . . . . . . . . . . . . .

$313.865 5238.251
- TOTAL SOURCE OF FUNDS . . . . . .

-

APPLICATION OF FUNDS:
Construction expenditures: , ,

$258,992 5173,010Utahty plant . . . . . . . . . . . . . . . . . . . .

213 128Nonutility plant .. . . . . . . .
. . . . . .

259,205 1'3.135total construction espenditures . . . . . . . . . . . . .

Less allowance for funds used during construction . . . . . . . . 16,799 7.837

Construction espenditures-net 242,406 165.251. . . . .

Purchase of Telephone Utilities, Inc.,less working capital acquired:
61.653Property-net . . . . . . .

Other assets and liabilities-net (2.5731
'

. . . .

. , . . . . . . . (33.492*Long. term debt assumed

Dividends:
Preferred stock 8,407 8.407

. . . . . .

36,019 - 31,143Common stock . . . . . . . . .

Long term debt reductior} . 25,856 7,866. . . . . . .

. . . . . 1,177Net mcrease in temporary msestments

TOTAL APPLICATION Of FUNDS . 5313 865 5238 2;5
. . . .

-

iSee accompanung Notes to (mancial Statement < >
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'

'

an.l f s stsr w!' e pg.yg gno; s

( tM'| $ / b!( . it'u '+h'Jl'' *

~ ~| ~
no . . .. . .. . . . r, t Numfret i f.*.u . tn.l b '* #' . ' " ' ' ' 'M *''',*be YHI<

:e I s .e . p as ut %.or.s e.I IJ |Lar ,' *

4%*: %.. du PNI P@l l" % 13
,

s,

, , y, ry _ pg_rg n
'j _ V ga. ~. rt t wm's%r an.tlussask , ; 3,, , , g,, y n.,,

; 1/s. ,is C,r. . e r M.% par s !u r.u h 1.:6 * t t % 12.615 y. ,m y.,,.gg , < 3,,, p . g,g ,
' yn og yo h , a

_

' % .. ! g,n %r. l. e s .u' res r; r.thorertd
*

gg 3, r cs etuo /Im . 23OU9 Ji tm
ggg 3,- , .,,p.y 9,g 1,1.pfj ,a

1.M t */s sh. ares of $191 par s a?ue- cath: .
2

4 52* ; . . . # . 9.851 934 23% 5 enc 5Ac2WI . . 4'sA t 40FA
.

,* 7 uf! .n..n.c.,tlabird . .. 18.f#.9 1 P/4 8 % Serces due i k t.1,2001. 31 rm 35rJi

t, M /. 'n m-tattabis . . 5.9 12 593 phr; gene,do 2002 31rp) 30,t/,0
. ...

( J.000 -

.. . s . 42.0th 4.200 .gg g $gr,esdu,.200410,'; . . .

70P6 - 7.r#1 Rulins li.- ttg 0,mpany.-* 4%'1 . .. ., .

100 000 10 # 4 first M'.th;are Conde*

4 72** . . .

. . 90 <e) ,4 5f5 100.rs/r 10///I 4%% 5erii.sda in ... . . .

.. .. . .. . 123 132 4
. . . .... . 153.0M 15.000 6 % 5e m due 19778927

l
9 f.8** 30000 31/00 Cuaranty eJ ri.!!dtain Conttut Pesenue.... . . . '

. . | 7.964 . . . 250.000 25.000 Bonds, f.% Senc, duc 2001 (525.000AM.. . .

No par serial preferred- outstarid .g ten 57,753.000 hel*J by
Trustee at Deurnber 31,19734 25M0 17.245authorued, 4.000.000 shares . .

._

4%"< Conseitihte Debentures dt.c %74.
..

1.792-

Total prefcered sto(L . . . . 1.172.3 0 5117.236
Wutlaneous . . .. 1.060 B*,2

Common, authonred.50.000.000 Unamortued per mium and descr,unt
o r 184.f.23 5 75.35021shares of 53.25 par vlue can h . .. (3.262; - O.101)on long. term ds be. . .. . . .m ;- :.m.m

Totallong.tcrm debt of Paoisc -
Power & Light Compan> . _ 693.5 % 567.017 e

SCHEDutE2 Subsidunes:
LONG.iERM DEBT

' D""**' 3 ' teicphnn, ut hiic.. loc.-
"I# 79 3Paoisc Powcr & Lnt t Company 2"e brst Mortpge Notes due 1990-1999. 909 951h

hrst Mortgage Bo ids: Thouwids of Doflars 4%r*e.10%"e best Mortpge Notes

... - $11.434 duc 19751998. , 20.163 21J0'1,

. -... ,

3'e'c~ Ser es due Nov.1.19''4

';. , 3%G 5eries dec 1977 . , 5 29.003 29,000 7%"< 5econd Mortpge Note due 1050. 11.000 11.0 9

3'." Senes due April 1,1978 . 4,500 4.500 5%G 9','49 Unsecured Notes
. . . . 12.875 13.149 )

3'eG 5 cries duc Aut 1.1979 4.911 4,951 duc 1978-1993.
,

3 '*< 5enes due 1980 9,000 9,000 Total Tc!cphone Utiht.cs. Inc. ' 44.947 46.N8

i 4'e9 Senes due lur'e 1.1981. . 5.849 5.849 Other Subsidor,es-

35.9 Senes duc 1932 12.500 12.500 7G 8% t nsecured Notes due iri. . .

.. . 1,953 2.0563%", Senes due Sept.1.1962 7.500 7.500 instal!rnents through 1997

i 4'.eG 5eries due Oct.1.1982 . 6.157 6,157 * 9%4 Unsciured Nnte duc 19'5. - 8,000.. .

9*e"e Series duc 1933 70.000 - 10%* Un>ccused Note due in;.
3%'*e 5enes duc March 1.1984 8.659 8.659 in ta!!rnents through 1978 4 J,83 6.933. .

.

P/.** Un.ecured Note due 1920 . . . 7,0n0 7ps
3'e9 Senes duc Insa 8.000 8 000 c

3%", Senes duc Aug 1.1984 . 30.000 30.000 - Total long-term debt of
3'e'~r $ctres duc HS3 10.000 10.000 subsiduries . . 35.583 70;N

.

45e"< 5eries due May 1.19% . 14.454 - 14.454 Total long-term debt. 5740.1tn 91* Ma. ... .

:r- =s.-4%9 5eric, duc 19t4 15.000 15.000

4%9 Series due Juh 1.1983 20.000 20P00 *Inteerst ra:e at December 31.1C4: ra:e is ba+cd on rnene rate
p!us 39. >uch rate to be not ic 5 than 6"e nor more thart 10"c.

5'e9 Senes due 1%t . 20 0N 20.000

4'/M Series duc 1*2 35.000 3i 000 Substantu::s all of the utihts plant is s h cci ta the tiens or thei

4W'*e Series due Dec.1.1992 . 32.000 32.000 mortpges underhing the br>t Morspg Sond, and Netes.'

.
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' "' " P " * h " "" " ' " '" ' " " !"' " "; h h"'" "" ' " " * *Notes to Financial 51atements
~

1
el! rewed by the Awel l)eprec iation Rant;e V. f o.n -

'1. SUMMARY Ol SIGNill( A.YI Ad ()UNilN(, 'AUD "Jua beiann ises be ni N71. Ior e&e tin ,

<d' .- * team heatiny, and water u! hty propellien, delenedp g g ggg q
mt ome last" are provided for the est en of the tas

$ asis rd Po6cnfation ~ ' redtn tions.tttr:hutable to the uw of ADR osei the use
The consolidated finanaal statements intlude the of hberah/ed deprenainen methods and gmrbhne

account > of the~ Company and its sub idranes, all Ines u ed prior to the adoptu,n of ADR. lhe in re-
majonty owned, since dates of orgam/atmn or arqui- ductions relating to .the difierenu between such
>ition. lhe Company and suc h sub:.idiaries are herein prior hberalized methods and boolc deprecialmn are

. Sometimes referred to as the " Companies." All si - flowed through to net income. lor telephone utihtytt
nificant intercompany transaitions and balances have prnperties, deierred income taxes are prenided for

.

been eliminated. the total tax redue tion resulting from the esce>s of the
Financial statements for 1973, uhich originally 'ADR method over book depreciation.

included the subsidiaries on the equity basis of ac- rederal incon# tax reduction. re3ulting from the
counting, have been restated to the consolidated investment tax credit relating to utility plant other
basis of presentation. This restatement had no etiect than telephone are deferred and amortized to in-
on previously reported net mrome. come over fisc year periods for those related to mass

Investments in unincorporated joint ventures are property additions and ten. year periods for those
included in the (mancial statements on the equity related to rnajor additions. Imestment tax aedits
basis. relating to telephone plant are deferred and amor-

tized to income over the estimated useful hie of the
Regulatory Authorities- property

Utility operations of the Companies are subject to Deferred income lases accumulated prior to 1%4

regulation with re>pect to accounting and rates by resulting from accelerated amortization of certain
f ederal agencies and the public regulatory agencies properties under Necessity Certificates are being
of the various states in which the Companies operate. amortized to income.

Rctirement Plans-Utility Plant _

.( Utility plant in service is stated substantially at Substantially all emplosees of the Companies are

original cost. Additions to utihty plant include the covered under various retirement plans. Current serv-
cost of contraded sersices, direct labor and material, ice costs are funded as the liability accrues, based on

indirect charges for engineering, supervi> ion and actuarial determinations. Prior service costs are beir g
similar oserhead items, and an allowance for funds amortized over penods ranging up to 30 years.

used during construction (AFDC) which represents
the net cost of borrowed funds used for such pur. Account Reclassifications-
poses and a reasonable rate on other funds. AFDC in accordance with certain Federal Power Com-
was applied to construction generally at an annual mission orders eficctive january 1,1974, the ioHon ing
rate of 7'i in 1973 and through lune 30.1974, and at reclassiircations have been made on a retroactive
an annual rate of Sci beginning July 1,1974. basis:

Maintenance and repairs of property.and replace- Contributions in aid of construction. which is
ments and renewals of items determined to be less an accumulation of amounts receised irom cus-
than units of property, are charged to operating es- tomers for construction, were credited to the
pense-maintenance. applicable plant accounts.

Depreciation of utility plant is computed under Unamortized premium and discount on lona-
the straighpime method based on the e3timated serv- term debt h.ne been combined into a >ingfe
ne ines of the sarious cla>>es of property. The per- account en the long-term debt sec tion of d,e
centage relationship of prowions for depreciation of halance sheetc
utihty plJnl in service (averaged) was 2.579 'in 1974
and 2.5ncl in 1973.

2. SUliSIDIAR!lS AND IOINT VENTURES:
Income Tase>- The operations of Telephone Utihties Inc. (T.U.).

The (,ompany , t'ludes the operations of its sub- ate included in the mnsolidated financial statement <m
sidiaries in a mn olidated federal income las return. .ince (g goher 1. PFl. at which time the Compan5

, Income las prosision< of the indwidual mmpanies- ba.1 arquoed bv pun hee ypmimatch M' m dm
. {, are romputed on a separate clutn basis. outstanding ionunon stos k oi tat., a Ei hington

for income In pm poses, the Companies generally mmpam opeuting telephone properties. Iluough
Pi

,
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i subsidiaries, prim ipally 'm Washington, Oregon, 5. INWME TANLS:

Idaho and Nevarla. On Nmember 30,1973, the Com. Provnions for income taxes in 1974 and 197 ! v.erei

- pany exc.hany,ed all of the outstanchng < ommon sim k le,s than the amount <. romputed by applynig the
of its subsiduty, Nterthwestem telephom. *>ystems, statutoty lederal musme tax rate of 48'' to int unie
Inc., for an addanmal I,nto.tuxi conunon shares of before tax. The reasons for these ddferences are as
T.U. This transattion resulted u the Com'pany's own- follows (in thousands):

1974 * iis73
ership of appmximately arr! of the outstandmg (om-'

i- mon stock of T.U. computed .ncome tax based on
583'u'orY "d''al m'"*" ''' ' ate. 526,904 529.393I

Investments in joint ventures at December 31, Redutti,,n m tas resurring from:
1974 and 1973, include S13,918,000 and $11,902,000.
respectively; representing the 50'; equity interest in ^$', '"','j"[n'""d' "#"",8 . <8#in aA97

"

Decker Coal Company, an unincorporated joint ven. g o, o, ,,, ,,,, nn, A depreciawn
ture. The Company's equity in the accounts of Decker niow.th,ough ha,ia . 0 0,20s) 00,2e

..

for the years ended December 31,1974 and 1973 are Ad uforem. papott and sate,

summarized as follows (in thousands):
tasc u apitahied . .. (2,237 0.647s..

insestment tas c redit restored. .. (1,s70' 0,5731
.

1974 1973 Other Hems capita!ued and
nastetraneous differences . 0 ,439) f 3.490.

.517.231 513,694
Assets . .. .. .. ..

Liabdities . 3.313 1,792 Total income las espense . 1,389 8,525
.

Am unt charged to other income . (4,129) 0.053). .. ... . ..

loint venture capitat . . 13,918 11,90,
lI"f eral and state iru ome tai empense

llevenues. . 16.s27 9,014 induded in operatmg expemes. 5 (2,740) 5 7,472. .. ....... .

Empenses . 9,711 5,769
. ..

jomt venture mcome before apphcable inmme tax espense m>ists of the followmg (in thousand0: ,

income tases . . . 6,8t6 3,24s
1974 1973. ..... ....

Taxes currently payable (refundabtch
. . .. . . 50,4s9) 5 2 s93f ederal . . .

3. COMPENSATING BALANCES: state. . .. . . . . 405 993

Ocierred income taxes:Substantially all of the funds included in cash are
,

Deferred . . .. . 6,588 4As9in the form of demand deposits and include com-
Restored (2,052; n %;, )

pensating balances informally required by banks un- . . .... .. .

_ 2.093; 2.277(der credit arrangements with respect to outstanding insestment tax credit adjustments-ner. .
s 1,389 s e s2s

short term loans and unused lines of credit. These
Total income ias espen>e . . .. .

. 7 ~~

balances may he withdrawn without restriction for Deferred income taxes relate primanly to timing
use as general operating funds on a day-to. day basis, differences between book and tax depreciation
provided the Company maintains average bank bal- am unts.,

ances totaling 10% of the banks' commitment under'

the credit arrangements or 15ct of the outstanding
borrowings, whichever is greater. Average balances 6. COMMITMENTS AND CONTINGENT
required during the years ended December 31,1974 LIABillTIES:

The Company's construction program contem-and 1973 were $6,500,000. -

plates espenditures of $242,000,000 in 1975, includ-
ing $117,304,000 budreted for the Jim Bridger steam-
ciectric project near ..ock Springs, Wyoming. This3

4. CAPITAL STOCK: project is described elsewhere in this report. The
Under the Employees' Stock Purchase Plan. 28,397 Company has substantial commitments in connection

shares of common stock were held by the Company
as Trustee and 109,706 shares of unissued common

with the foregoing.

stock were reserved for unpaid subscriptions of the Rentals under lease commitments of the Com-

panicipants in the Plan at December 31,1974. In ad- panies for the years ended December 31,1974 and
1973 were as follows (in thousands):dition,253,943 shares were reserved for future offer- 1974 ,19'3

ingt under the Plan.
C"""""'''' ' h'' R"d '" :

in June 1973. the Company sold 1,600.000 shares U "''""# "'P""'"' *"""Sma 51 wP """

of its common stock to the public for $35.666 000 and U'"" """"" '''"""" * 623 62n"'

in April 1974 sold 2,500,000 shares of its common """ " P''"' *'"""' '"d '""d'Y "'"'"" '' d2'4 ' 526
stock to the public for $40,557,000. ' '' 452" 3 d'" '' "" - "

in December 1974. the Company's shareholders '"""'"''''"""''"'d"''"''' 72'?"
52?' )

" "

approved an increase in authorin d' common stmk
.5.Y42*'"'"'d'' - ...

from 25.000.000 shates Io 50.000.tN)0 shares.

| 20.
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The minimum gross rent.il u,rnmitm< nts of the 7. EMPLOYits' R[TIRl'.itNT Pl ANS:
Retire' erit plan costs we r $3.739.000 in 197 *Companies under a!! nont.ino lable leases for the m

periods indaated are as fullt,w , fin thousantN: and 51.410.r.90 in 1973. rif which 5311/60 at '
1975 .5 3.51 5 44,Or/J. re:pec tively, were for prior wr.' ice. (2:

..... . . .

1977, 3.170 these Unts.,51,39'>/X>0 and $1.206.000, r espectivei .-... ... . . ...

.[ . .$ ' ' v.ere apphcable to cor'.5.truction payroll and v.e e
/

*

- 8 charged to plant accounts. Unfunded pnor service.. ....

2.7701979 .
19 %.1984 .. 11.143 cost at January 1,1974 fexclusive of interest, was ap-. .. .. ..... ... . .

+ .. .. .. .. .

198 5 1989 . . . . . . . . . . . .. 9.725 proximately 56,250,000.Of this totalliability, appror-... .

19 % 1994 7,f,26 mately 52,9'M,000 represented the amount by which-........ . .. ...... . .

Itemainder . . . . . . . . . . . . . a.925 sted benefits exceeded the pension fund assets. In...... .. ..

i Total . . . . . . . . . . . . . . 55183 September 1974, the Federal 1974 Pension Reform.

Act was enacted and will become applicable to the
Rental payments are calculated upon the basis of Compan,es, in pertinent part, in 1972. The Com,i

clapsed time. Substantially all options to renew exist- panies have estimated that retirement plan costs wn
ing leases provide for negotiation of the amount of increase approximately 5300,000 to $700.000 annuath
rental at the time of exercising such options. Except as a result of such Act.
for relatively minor leases, there are no existing op-
tions to purchase or escalation clauses. The Com-
panies are also committed to pay all taxes and 8. SUBSEQUENT EVENTS:

expenses of operation fother than depreciation) and in January 1975, the Company sold 3,500,000
maintenance applicable to the leased property, ex- shares of its common stock to the pubhc for $55.-

cept for the property under several relatively minor 580,000.

leases.

( ACCOUNTANTS' OPINION
To the Directors and Stockholders of

PAClflC POWER & LIGHT COMPANY:

We have examined the consolidated balance sheet and the schedules of capital stock and for g-term debt of Pacific
Power & Light Company and subsidianes as of Decenfber 31,1974 and 1973, and the related statements of ccn-
sohdated income, retained earnings, and changes in finanaal position for the years then ended. Our examination was
made in accordance with enerally accepted auditing standards, and accordingly included such tests of the accountingS
records and such other auditing procedures as we considered necessary in the circumstances,

in our opinion, the above-mentioned conso'idated financial statements and schedules present fairly the finanoa!
position of the companies at December 31,1974 and 1973.and the results of their operations and the changes in their
financial position for the years then end(d. in conformity with generally accepted accounting pnnaples apphed on a
consistent basis atter restatt ment for the change, with which we concur, to the consohdated basis of presentation as
ciplained in the second paragr ph of Note 1 to Financial Statements.

HASKINS & SEtts

Portland. Oregon
February 28,1975 ,

.
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CONSOLIDATI.D llNANCIAL RATIOS . si....a . in. . . .

g
-_

- . . ..- .. _

l'C4 1973 1972 1'C1 1970

~ car:1 A1t/ ATION: Thociantis of Ont!. irs .

g. Mortge bond . 5 f.t.' 70a 5 5 t'. 2M 5 549.2l'. 5' 519.241 'S 43430
.

.,

! < Guarants of pic.* <m r ontrol birtris-. net j uic ) _17.2 t*

Crensertib'e det,. ntures .
- 1.792 1.877 2.013 2.1,'.4

Loneter n notes - - 5,04) 15.000 25.e JJ
. . . . .

Long term subs.d ar) debt 58.563 70,797 11.51', 2 351 2.317
. .

1.000 852 1,153 777 1,149Installment contracts . . . .

. Unamortised premium and discount on debt (3,262) (2,101) (1.903 (1.55:n #490.'

TOTAL LONG. TERM DIUT . . . 749,169 637.c14 566.874 537.834 - 474.500

117,236 117.236 117,236 92,2 M 62 236Preferred stock . .

Common stock and retained carnmgs 434.623 372.683 321.700 270.508 259.372
. .

TOTAL CAPITAll/ATION 51.301.028 51,127.931 51/iO3.810 5 9003 8 5 796.181
. .

RATIOS:
Mortgage bonds . 51.33G 48 69 % 54.61 G 57.66 4 55.80 9

. . . . . . . .

Cuaranty of polfution control bonds-net 1.92 1.53 - - -

Convertibfc debentu es - 0.16 0.19 0.22 0.30
. . . . . .

.50 1 67 3.14Long term notes pasable . . - -

Long term subsidiary debt 4.50 6.28 1.14 0.26 0 29
.

installment contracts 0.08 0.08 0.11 0 08 0.14'
.

Unamortized premium and discount of debt . (025) (0.19> (0.19) (0.17) (0 06)'

TOTAL LONG-TtRM DI8T 57.58 56.55 56.36 59.72 , 59 61
,8. .

9 01 10 39 11.66 1024 7.81Preferred stock . . . . . . .

Common stock and retained earnings 33 41 33.06 , 31.93 3008 32.58

TOTAL CAPITAllZATION 100 00 4 100.00 9 100 00c'- 100 00 4 10000Q. .

}

ENERGY SALES, CUSTOMER and OTHER STATISTICS

ENERGY SALES (Thousands of kdonatt-hoursh 1974 1973 1972 1971 1970

Residential 5.653,332 5,529,310 5.235 [60 4,962E2 4,558,470
. . . . . . . . . . .

Commercia! . . . . . . . . . 3.418.127 3,388.342 3,184,198 2,940,770 2.752.649
.

5.286.592 5.230,515 5.076,847 4.828,399 4,761,404Industrial . . . .

141,144 157A07 152.374 139.354 149 045Government and Municipal . . . . .

TOTAL CINER AL BU$iNts5 14 Av9.193 14.305.i'4 13,648.679 12.870.995 12,221.5cs
. .

1.434,813 2.864.894 2,394,948 1,091,960 66?,991Salce for resale-temporary . . . . .

526.5'5 525511 509,671 448 132 417,551
- other . . . . .

Interdepartmental 15.496 13.139 14.288 13 012 13 6'2
. . . .

TOTAL ENIRGY Salt $ 16 476.579 17.709.213 16.56'.586 14.424''19 13 320 932
.

Power plant output-including power purcha ed
(Thousand> of Ldouatt heur>t 18 218.*6' 19M2.017 18.215A58 15.83*,9o9 14.003 302

. . .

Kdou att$ of generating capadty in>tal!cd at ) car end . 2 320.279 2 320.2'9 2,097,626 1.3o5,018 1,305.268

Number of cu tomers at gear end;
540 fL7c 524.4S' 507.746 480,383 466197

tiectric . . . . . .

Water 25.840 24620 24.252 23.774 23.345
. . . . . . . . . . . .

628 681 714 724 755
Steam heatmg . . . . . . . ..

Telephonc station. crsed . 115.75' 10'714 33,406 39700 34.20'

i Residential c!cctric >cruce stat >>t.cs:
Numt.cr or sustomers at scar-end . af.'N2 4 U e."! 4 3 ".9.tst 412 512 3+i.703 )

Kilowatt hour sa'c per sust erer- .ucrage 12 P.i 12. &il 12J41 12.23' i 1,5 &'

22
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: MARKET AND DIVIDEND INFORMATION
-

'

... . . . _ .

1

' COMMO.4 STOCK:
. 1("

'

!..*. <! r,n t . Na .v Ye .ine! P u ii>r 5' ad Ie(h ' 3.s 1 he; fi A|e, r..; !,,;,!c.The ( nn pan,% ( r,mmem .%,. t 41. *, I e V 'a.- i

shre ib hgh arri !,,x s.:. . prw. i,f th.- ( .,re nva N L on .; e N. .y Y<A 'Stod lie,hange *;uring the re. per t.u p. nds.

indicated as reputul in Tle W.,I Mwt fwm W ,

1974'- 1973.

Quarter: 1st 2nd '3rd 4'h 1st 2nd~ 3d 4th

High .. . . .. .. 25 % 21 % .18% 17 % 26 % 24 % 25 % 25 %. ..

low . . . . . 21 17 % 13 13% - 22 % 22 % 21%' 25 %.

Quarterly cash dividends h.M hirn pa.d at the rate of 37% cents per share for tbc first and second quarters of 1973 ard at
40 cents per share for e.nh quarte.t thereaiar.

PREFERRED STOCK:

The followirg tab!c shtms the high and low sales prices of the Company's 5% Cumulatne Preferred Stock. 5100 Par va'ae.
on the Arnencan 5tc,ck bcnange.

1974 1973
_

Quarter: 1st 2nd 3rd 4th 1st 2nd 3d 4th

High . ... .. . . 66 63- 53 53 % 68 % 68 65 % '65

Low ' . . 59 % 51 % 51 % 50 63 % 63 % 61 % 36 %.. ... .

The Cornpanis ten senes of Serial Preferred Stock,5100 Par Va!ue, are traded oser the. counter. Altho;,gh the following tab |e
of quarterly price rarges for 1973 and 19''4 rs based on the best asa lab'e bid prices for the penods indicated, the stock is closely -
held and infrequently traded and, therefore, the pnces quoted should be treaad as reasonable approxin*ations:

'

1974 1973

Quarter: 1st 2nd 3rd 4th 1st 2nd 3rd 4th

4.52 % No quotations availabic.

7.00 % High . . . . 80 80 NQ NQ 84 83 80 80..

Low . . . . 80 NQ NQ NQ 83 NQ NQ NQ...

6.00 % High . . . . 70 , 66 SQ NQ 73 70 70 70..... .

Low . . . . . . NQ NQ NQ NQ 70 NQ NQ NQ..

5.00 % High . . . . . . . . 57 55 43 NQ 62 % '61 61 % SS

Low . . . . . . 57 NQ NQ NQ 61 NQ 58 NQ, ..

... . . f>7 60 NQ NQ 69 67 NQ' 675.40 % High .
Low NQ NQ NQ NQ 68 NQ NQ NQ... .. .

4.72 % High . ....... . 55 52 NQ 42 61 NQ NQ 60.

Low 53 - NQ NQ NQ 60 NQ NQ NQ... ..

... . 55 % 50 NQ 41 56 57 % NQ 55-4.56 % High . . .
Low . . . . . 52 NQ NQ NQ 55 55 NQ NQ.. .

8.92 % High . . . . ..?. .104 98 84 84 107 106 106 104
.

Low . . . . . . . .101 85 79 76 105 106 103. 103.. .

9.08% H.gh . .... . .104 % 100 81 85 % 108 108 1M 104..

,
Low . . . . . . . . . . . 103 87. 80 77 107 108 NQ NQ

7.% % H igh . . . . . . . . . . . . 94 84 71 74 % 102 NQ NQ 100,

tow . 8.3 . 75 70 68 102 NQ NQ NQ.. ....... .

NQ--No quote at JdJble.

Quarterly cash dandends were pa.d on each cla s of the CompaTs Preferred Stock at their stated rate, dunng 1973 and 19'4.
*
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' BALANCE SHEET
DECEMBER 31,1974. AND 1973

- f
. ;

.

ASSETS
1974. 1973 |

t_ .

' UTluTY' PLANT: S386,675,066 5367.277.773.

Electric. . . .

Gas.. . . . . .. . . 63,263,179 59.745,809

. . .
12,972.916 12.315.674

Other.,.
8.529,513 6,994.255 '.

Construction v.ork in pror,ress.. .

. ~ '7Ud40,67d ~d46,33'3511
.

Total . . . .
4 ,

Accumu!ated cepreciation and amortization . .
87,975.479 80.324,545 i

383,465.195 366.008.966
( Utility plant-- net . .

|
r

.

INVESTMENTS: 15,696,230 14,801,436
Subsidiary companies . . .

560,203 1,171.309
Other.. . .

_ _ . . . . . . _.__ . . ..

16,256.433 15,972,745 ,

Totat investments . . - . . . . .. - .. . . . .

CURRENT ASSETS: 475,789 521,899
Cash in banks and working f unds

Receivab'es: 9.438.903 8.422,044 ,

Customers-net . .

2.338,850 1,790.627
' Other.. .

Materials and supplies (average cost) . .
4,?72,442 2,681,803 |

Other.. .

379,574 246.112 |

16,905,558 13.662.485 ,

Total current assets --
.

DEFERRED DEGITS- 1.659.135 1,764.289.

~-Un.imortized den encru
940.606 873.015

Prehminarv soney and inser.tigation charces

Other .
S?5,759 1.000.023

.

Total defer rc'd &idts
3.425,500 3.637.327

54?o.0b?.6S6 5399.281,523
TOTAL

(
s..e Not, s ,o r,, ie.,t sr.m.,n,.,a.

.
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LIABILITIES
1974 1973

S262.498,573 S248,270,561
LONG. TERM DEBT (Note 2) .

COMMON STOCK-No par; authorized. 10.000,000 shares; outstanding
-1974,6.815.077 shares: 1973. 6,769,535 shares (Note 3).. 111,701,939 110.794,876

21,199,164 16.934,113
RETAINED EARN!NGS . .. . . _ . . . . .

,

ACCUMULATED AYOUNT INVESTED IN THE BUSINESS
EQUIVALENT 10 REDUCTIONS IN FEDERAL INCOME )
TAXES RESULTING FROM ACCELERATED AMORll2A-
TION (RECORDED AS RET AINED EARNINGS-RE-
STRICTED FOR FUTURE FEDERAL INCOME TAXES IN

-

ACCOUNTS MAINTAINED PURSUANT TO STATE REGU- 4,336,417 4.878.457
*

LATORY REQUIREMENTS). . . . .

CURRENT LIABILITIES: 668,000 SS6,000
Currently maturing lonc, term uebt..

5,091.162 2,816,123
Accounts payable..

Payable to sut.sidiary cornpan;e5 1,236,537. .

Taxe.s accrued .
6.556,943 6,207,249

2,570,527 2.563.871
Interest accrued.

1,321,822 1,310,078
Other.. .. .. . . . . . .

Total current liab:lities .
17,444,991 13,483,321

. .

,

DEFERRED CREDITS:
Invcstment tax credits. 1.162,778 1,191,558

. .

1,708,S24 400,622
Other. . . . . . .

..

~ 1871.802 1.652.'183
~~

Total deferred credits ,

CONTRIBUTIONS IN AfD OF CONSTRUCTION
3,218.015

*

TOTAL $4?0.05?.086 5399.281,523'

>

Soc Not.'> to financiat Stawnwr.ts.
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IHE WASHING 10*4 Mi[R P0t!!R C0f.*Pl.NY
'

STATEMENT OF INCOME AND RETAINED FARNINGS
,

For the Years Ended December 31.1974 and 1973

i

197.4 197_3
;

,

OPERATING REVENUES: $74,532,739 565,166,750
. , .

26,424,089Electric.. 33,596,386...

1,407,726Gas.. 1.969.307
~92,568$5'65

.

Other..
Total operating revenues .

. I1 '. 98,4i2
,

OPERATING REVENUE DEDUCTIONS: 58,426,481 45,898.028
Operating expenses . 5.866.070 4,730.767
Federal and state income taxes.. 9.001.135 9,350,218

~ Other taxes .
.

8,362.829 7,779,240
Depreciation.

.

67,758,253
Total operating revenue deductions . .

81.656,515

28,441,917 25,240.312

( OPERATING INCOME..
.

;

OTHER INCOME (DEDUCTIONSh 700,796 466,518 |

Allowance for funds used during constructionJ. .

575,720(405,206)
Equity in earnings (losses) of subsidiary companies .

,

115,697 .[5,992
~ ~

IOther- net.. . .

~',1'57,935'~30178i
~

1

Total other income (deductions)- net. _

7--- - - .

INTEREST CHARGES: 14.812.061 13,124,931
'

Intcrest cn long term debt.
122.666 169.619

Other ~'3194,550'13531iE7 1
-

Total interest charges .

13,505 NE 13IE3.69'i !

INCOME BEFORE THE FOLLOWING ITEM
'
,

TRANSFER - From accumulated amount invested in the
business ecuivalent to reductions in Federal income 542.040 542,040
taxes resulting from accelerated amortiration - . . . . . . . . ;

'

NET INCOME AVAILABLE FOR DIVIDENDS AND 14.350,812 13,645.737
OTHER CORPORATE PURPOSES
$2.11 a share in 1974; 52.04 in 1973.--based en average shares.

'

" DEDUCT-Cash dividends . . . . .
(10.135,761) (9,649,054) I

'

51.49 a share in 1974: 51.44 in 1973.
16.984.113 12.9S7,430

RETAINED EARNINGS, JANUARY 1
7 121.199 164 516.934,113

REI AINED EARNINGS DECEMBER 31"

f (
Soo Notes to F r. mci.d Statements.I

l |
' R ____ -. - - - . _ _ _ .-______ _ _ _ _ _ _ _ _
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1H( WA$HlhGION MitR PC.'.f R C0'.'PnY
'

? STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Years Ei.did D<:cemtx:r 31,1974 and 1973 -e

.

19731974*

-

*

. SOURCE OF FUNDS:
Frorn operationst

.

. . . $14,350.812 513.645.737
. . .. 8,796.996 8.046.518Net income

Depreciation and amortitation . . .

(33,376) 121,202'
investment tax credit adjustmonts-net .
Allowance for funds ut.ed durinr, construction

. (700.796) (466,518)

405.206 '.575,720)
Undistributed (carning.s) losses of subsidiary companies, (542,040)- (542,040) -

,

Non cash income transfer.
.

'.

.
.

22,276,600 20.229.179
* Total from operations..

P

From other sources: 33,000,000 18.000,000 3'

Bank borrowin;;s. . .

20.000.000
I '

Sale of bonds .
.

247.303 5.411.351
Sale of common stock .

. . .

659,760
Issuance of common stock in Columbia Gas Company merger. 636,596 (2,733,543)*

Changes in other v orking capital components-net.. . 600,093 (573.422) ;.

Changes in other non-current balance snect itemt.-net..
;

560.333,565 !
.557,420,552-

...

\

TOTAL' FUNDS PROviDED .
. - . . . -

u....
i

APPUCATION OF FUNDS:
. . .518.000.000 521.000.000

Repayment of bank borrowings 26,473.388 24.466.259
.

Construction expenditures . 10,135.761 9.649.054 :. . .. .

Cash dividends 1.300,000 4.611,252 |
*

...

I
Investments in subsidiary companies .

..

Acquisition of Columbia Gas Company 855.403
(primarity net utihty plant) 656.000 607.000

Redemption of debentures
,

$57.420,552 560.333.565
TOTAL FUNDS APPUED

,

. ,

)
See Nate. te Fu'a:tcial Stas ment
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NOTlis TO FINANCIAL STATEMEWT5
k DiCi mtER 31,19/.I AND 1(173

.

1. SUfr/ARY Dr UfiNiflCANT ACCOUNTING INCO*/E TAXEb-
pol lCIE',, Promicr,, for income taxts are based gan.

er l., on iricctr,i and O>pente as r%orted for
SYSTUA CF ACCOUNTS - g;n;.r> 1 stMeni' n' purposes @untd princi.

Tl+ n f.cg!"." rocom c,f the Compar./ are p3 :V f",r the aHot;ance for fLrds uted durinr,e

rnaint...wl ' s.tsrdant ti th thc unife.rrr sF cone.tr.;ctic certain expensr3 car 23tized. and
tern of a m mti pr escrib::t t;y tr e Fcea! o n c, ,tss of t;a deprrciation rcompted po-

,.

Power Co r ~,%cn (I PC) and a:!cW{d t./ the mariij cn acceterW d n''thct) op:r bock 00
appropriat': Mate M gulatory commwans ,acciation. In actnrdance with requirements of

nrulatcry author: ties having jurisdiction overUTttl1Y PLANT- 'at's he Company's tax prows:ont reflect theThe tost 9 at itions to utN, olent ir.clud- cunel tax rMur Nns arisini; trcm such timingin;; an a!!st.anca f or funt, e9:d riurinn cco,
strut. tion. and repiacemer.ts nt unitt of',; rc:,. differcnces.

Investment tax credits are accountnd for enertv awl t4tterm';nts ic unitaliFd. f.'alte.

narice and repan of prnterty and reolve. the "ficetrrough" method whsrtby credits en
mentr, dctcrwred to ha lets than units cf nm productch facihtiet are amethFd ovr a
property are charged tc operating eppenu's. f NO-YOf PCT'O'l and crtdit? On other plant
Costs cf decreciwo units of property retired piccca in Pvice are credittd to Federal m-
plus costs c' rern vat Mss salvage are charred como :3x ( spense cucreatly. Such treatment is

in accordarce with directives of regulatoryto accumuMcd ccproc;ation,
aathor ties and resultcd in a reduction cf Fed-

DEPRECIAYiON - eral income tax expense of $850.000 in 1974
Deprecia on ; revision: are computed by a and !SS2,000 in 1973.

method of deprciation accountire, utilizin8 The Company Lod its schs 4! aries file con-
unit rates for electric hyoro production plar.ts to'idated Federal income ta returns. Subsid.-

f
| \ and compcs;te raN s for c!hcr prcpertics 3a n iaries are crarc,e; or creditec v.ith the tax ef-

rates are desirnei 10 provide foi retireo;nts fccts of their operations and iracstment credits.
of properties at the cypiration of their service During a 60-month perioo ended Fet'ruary

|

live 3 The rates melude annuity and interest 195S. provisions for Feaeral income taxes gave'

components. in v.hich the interest component effect to accelerated amortization, for tax pur-
for electric hydro proJuction plant is six per poses only, of 65% of the depreciab!e cost of
cent and fer otht property is zero per cent. the Cabinet Gorge Hydroelectric Project. Ac-
Depreciation of tiansportation equipment is count:ng for the resultant reductions in Fed-

;

) provided on the tasis of rmles or hours cf op- erat ircome taxes was ar pretcribed l'y an
|

cration. The ratio cf dcpreciat'on provis;ons to order cf the Wathington Utilit.es and Transpor-
| averare der.reciab'e preserty was 1.96 in tatior Commissicn. The orcer provided that
| 1974 and 1.89% in 1973 during the 60 month period the reduction in

taxes was ta be segregated from not inccme
SUBSICIARIES--

The Company accounts for its investr"ents pnet a:cumutated m an accourt er. titled Re-
! "nnN EamN:s Restricted, and that the

in subsidiary companies on the equity method.
whereby earnmp,s or loses of subsidiaries are pmogt so a c c u m W a y be kansW'

040 annuaM to wtaiw emnWs ou'reflected in other income and aJded to cr de- the Womrc. 25-> car period. curmg which pe-ducted from the cast of investments m the ba!, riod and cc':muinc. thrcur,teut tric hfe cf the<

ance sheet. property. F 0deral income taxes are espected to
l'c greater tnan they would haw been if accel-

RETIREMENT PL AN--- crated an'erticabon had not been claimed.The Cempany has a Trusteed Retirement
Plan ecwering its rer.ular full tima emple,ces. 1974 RECL ASSIFICATIONS
Pension costs are computed on tho t asis of ac' In 1974. pursuant to f PC instructions.
cepted a^tuarial m,ethods and include cuf rent amnu its reee ved from cu5ter'ers far electric
Service costs and amortizatien of prior service constructic". formerly classified as Contribu-
cost'. eser 15 vars. lho cont". Of the plan t.png ,.: Aid c' Cn'n'.tructien. f uve been aepli d
(5960.tw in 1974 and 55tWOO in 197 ') are as a reducti0n of related plant accaunts. Also.
turne tg the CenTany The Company's pabey i,: ,gg.!i/ea dein rrotnium has been classified
is tu fi.nd pen 4@n en' t accrud 1. y,;{hgelated q,qg pggp @ ht,

*
t

!

e

.
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3. CO'."/ON ~,T OD'
2. LONG. TERM DEBT in 19B the Com;'any se,'d 250.000 @arnsi....'""' "'|.,r3 of its nop.r cc~ mon :.tock for 55.112.500. In'

. , . . . . . , . . . 1974. 3?; ?b : ar.s ::erc. c.,su'.6 to acquire* ,

4. '. . .< :',a r ,#< a.1 *** ;$o - Co'y-hig r.a5 C'."' par.y Veh cn Wbs mer[Cd intO3 > . . . : :w s m .- e: n s ~ m <-

*.e in * m1 P. *. , , r.' ', the Comps")/.
-

l>rder t-e Cc.~ par.fs Er foyees Stock Pur.4 . . : .,

[ . "|[ . ) 7. . . , !),'h ' N,' I, h. cha'e Plcr.12.554 sr. ares .',tre dsu(d during
s. n $< iv.4 $oceri$ E ca E.,

1974 and 14./25 in 1973 tt 519.9a a share.
.

At Cecerrtor 31. Ir 74. 3.157 shares art yet
4.
4 > .' . s 4 ., : v, in. : co :c :c m e

10.to ce isse,1 at 519.95 a :nare. On Ma/rc . . . sw w. ro c ca ra n mem
1974 the Comrany's sharenalder , appro ed anes.+. v .n u m e sa t,s .w .~. ecm

amendment to toe Plan orceidir 3 tnat a maxi.tv .s.,e . . ::,o
re n, m o o cco e'ec

eco wican "dnoca mum nurrber cf 150.000 shares may subse-nu -
~ '~

QUCF.tly b9 issu':d.StaLns f., 3 o*t teto 'a

7.75 t COO P "60 CM
A.,'. c a 1976

r7t1000 ' 0C0 ".*..

AY. e.,* 15A3
S 1C0 000 $ O'O 0*a

4*'a<%d 19M
15 *.0.1 000 15 C M * '.4

t.'. *. <f s* 197:
34 8.54'dOO N_14? (,"A 't - tit

unannt.re t riret r,en *u . ' '4.%7 3 - 558 0' '.,m

N. nes TaoM er.- tn ss 12000f(0,

Duc N veretM 1.1M4
*Due cuemte* 1975 2 r 003 0C.0 . . . . .

*
.

T ' tat tent tr'm .1rtit t'*(2 4'4 L73 174L770 * * 1 !

rn oners e r .e

' FDtes r iob e . tiens remco rt
e

sn cooec0 i e re cer i,t . .n, et-, - r :re c r.- c:-
tre rW *;an 'a* * $ 18t C03 000 -t t w t "rea o tre crm'c

* tie. ti acte sue .. e n '
w t? utM ta t 'r. . *y in.* not',%nm. em ir . c<m .n , u. : ., ,r. ., ,i ,.,

. i c.: ,a t> ,

.,: , i~. se u,.i.es n.i i. ai.ce ce- m.y ,
sme,. ..reit. net-,e rwns. sea n0ca sewe,eeo. ,,
u ...u,,e e. n-cn siecs ann s. mmo r,..,,nn ,

n i n.. c ,rc r , c.: m,
e r.,.t .t,.. e e nc, o.,.ces

F e i * .a r y 10 % .c '* > i , ,tre.e seru' tm ta tv scht er
r,....,;

u.e t i~ v o, ,, o. . r ,v..es..
c.e, t- t#
( Pf y 9 'e m as' t Ifv C nwy s ce ** t oc ton , *g ,*,

OPINION OF INDCPENDENT CERTIFIED PUBLIC ACCOUNTANTS
2l00 Seattle First Natior.at Bank Building

HASKINS & SEtiS Seattle,Nshtng!cn 93154
Certihed Public Accountants
The Washington Water Pocecr Company:

We have examined the t,atance st'cet cf The War,inr. tea Water Poc.er Company as of De
ecmber 31.1974 and 1073 and the rer.ited sr.urne-a of " cc re and retan'ed e unings and
changes m financut position for t'.c scars then en*J. Ot r ex:in inateen was marte in accord.
ance with generally accepted audit " . St.nf ara. . c.' acc0rJin( y included such te!ts of theaccounting accorth and t.uch other Ju:hting PWeJLtcs as v.e consiaered nece!sary in the

c

opimon tD" accompanying, f runcial st.pements present fairly the firancial posi.circumstances.
and31,1974 and IN3.tod the results of its opcratione,In out

tion of the Company at D wmtiet
chanr.et, in its firt.socul Umshon fx the year < ih " erde.t in r0nformity w:th generai!y ac.

*

copted accountine, ininciples apphed on a w niste*:t bN
-

) I
.l.tneary ?4 1975 *\Att6 U M,M EcJ.f4./,

.
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EA- TEN , YE AR .SUMM ARY - (Thou';ancl ~, of S) j
"

k
1974 1973' 1972 1971 .1970'

OPERATING Fi'liNiltS: ,

Electric 5 74.533 5 65.167 5 55.E:8 5 52.578 5 50 i i
6n 33 5 % 26.474 25.8:3 23.033 20.:'

0:her~ 1.5E9 1,402 1.423 1,376 1.:!'

. Total eperating revenues 110.093 _ 92.99') 82,E54 76.937 72 E
.-

.0PERATING REVENUE DEDUCTIONS:

Operatirg espenses 58.426 45.899 40.075 34.896 32.1"

Federal anc state incorr.e taxes 5 SCG 4.731 5,115 5.633 - 6E
Other taxes . . 9.001 . 9.350. 8.355 - 7.917 7.4.

Depreciation 8.363 7,779 6,445 6.320 5.Ei!

54.771 . 51.315Total operating revenue deductions - , D.E56 - 67.759 - _ 60,020
,

OPERATING INCO*/E 28.442 25,240 . 22,834 22,216- 20.7:s

OTHER INC0VE (DEDUCTIONSh
Allowance for funds used during construction 701 406 2.049 1,471 92:

Equity in carnings of subs; diary companies (405) 576

Other 6 116 (504) (290) 3:-3

1.314Total other income (deductions)-net 302. . -1.158 1,545 1,181
. . . . . .

. .- ..-

TOTAL INTEREST CHARGES .14.935 13,294 12,156, 11,867 _ 11.3" ,

INCOME BEFORE THE FOLLOWING ITEM 13,809 13,104 - 12.223 11,530 10.EE3

TRANSFER-From accumulated amount invested

(
.

in the business equivalent to reductions in
Federa! income taxes result;ng from

..542accelerated amortization 542 542 542 542

NET INCO*.'E AVAILABLE FOR DIVIDENDS
AND OTHER CORPORATE PURPOSES. $ 14.351 $ 13.646 $ 12,765 $ 12.072 - $ 11.210

_.. _

. Earnings per Share (Average Shares) . $ 2.11 $ 2.04 $ 1.96 $ 1.88 $ 1E3

Earnings per Share (Outstanding Shares) $ 2.11 $ 2.02 5 1.96 .$ 1.86 -$ 1.E3

Dividends per Share $ 1.49 $ 1.44 $ 1.39 $ 1.36 $ 1.32

Gress Utility Plant:
' Electric $394.743 $373,846 5354.525 $341.739 f321.E3

Gas 63 514 60,157 57,c63 54,403 54.H
10,431Other. _13.149 _ 12,331 _ 11.379 _ 10,822

,$3SS. ii
_

Total . $471.441 $446,334 5423.867 $406,964

Average Electric Customers . 188.178 133,571 178.037 172,294 167,344

Kwh Sales sin millions)-
General Business 4.873 4,747 4.604 4,344 4,075

Other Sales * 3.050 2.056 1,793 1.451 1,513
*

Total 7,923 6,803 6.402 5.795 5.53S

Electric Residential Service Averages:

Number of Customers _ 166.558 162,328 157.205 151,640 146.616

Annual Use Per Customer (Kr.h) 12.S57 12,667 12.403 11,960 11.361

Revenue Per Kah(in cents) 1.21 1.19 1.19 1.21 1.25

Gas Residential Service Averages:
,

Number of Customers 61.853 53.905 55.540 51,670 47.553

Revenue Per lherm (in cents) 15.78 13.50 13.12 12.53 12 30'

,,

'( Total Payro'! !1hous.mds of !) $15.141 $ 14.09.' $ 13.429 $ 12.654 $ 11.04!

Emp10)cs at Otrember 31 1.103 1,103 1.100 1,111 IE3

14cides vrius encery ..iks inther uta,t;n.

.

l .. $* .

m
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- 1;!3 1968 1967 1905 1955

$ 47.?34 $ 33.738: 113 $ 47.037 $ 4C F3 ' '
!::-) 17.215' 14.4?/ 11.896 11.I';3

,1 M 1.109 1030 1.051 1.036 MANAGEMENT'S
' 9 92 ' - 65.361 - 61.525 55.18/ $1.967
. DISCUSSION

OF THE STATEMENT.

D. :74 28.906 27.917 73.876 ' 22.842- OF INCOME
6 544 6.252' 4 461 - 3,670 2.872 - -

7!!! 6.793 6.539 - 6.175 5.843

5|93- 5.075 4.853 4.547 4.290

01:3 47.027 - 43 770 38.268 - 35 852 The improvement in revenu<n for
tM ;Ws ening, sumuent to1

Di!4 _ 18.334 17.755 16.919 16.115 December 31.-1972 is attributable to
increased eWc saks for reak.

03 463- 40 ~96 99 increased natt,ral gas rates to offset.

the increased ccst of purchased
:25) .(361) (372) (433) (848) .

natural gas. and system growth.
(337) - f749)53 102 (332)

_ , Inflationa:y factors and increase

: H33 . 9.200 8.824 8.534 _ 7.839 in purchased riatural gas cost re-
suited in increased operating ex-

::C09 9,236 ~ 8.599 8.048 7.477
_

penses for the twelve mor.ths ended
December 31._1974. Increased op-
erating expenses in 1973 resuitcd i

542 542 542 542 542 primarily from placing the Centralia
Steam Electric Plant in service.

! K 551 $ 9.778 $ 9.141 $ 8,590 $ 8.019 Credits to income for allowance

~ ' "1.39
f r funds used during construction~

1 76 $ 1.68' $~ 1.58 $ 1.48 $ re primarily the result of construc.-

I 10 $ 1.68 $ 1.58 $ 1.48 $ 1.39 tion related to the Company's one.
! ! 2d $ 1.21 3 1.18 $ 1.12 $ 1.08 third ownership in an underground

', 3 339 $291.778 5281.456 5279.504' $275.469 gas storage project at Chehahs 7.'hich

! '33 47.017 42.603 38.545 33.224 was placed in service in 1970.and

! 037 9.534 9.070 8.781 8.257 the Company's 15% ownership in the

* ?3 734 $348 329 $336.129 5326.830 $316.950 Centralia Steam Electric Generating
Plant v.hich was placed in service

15'.594 ' 154.253 152.0566;':3 324 160.311 December 31.1972.

3 H2 3.631 3.400 3.323 3,150 Interest charges in 1974 increased

I *is 1.732 2.802 1,120 1.035 cue to increascJ interest rates on

! '35 5.413 6.202 4.443 4,185 and higher levels of bank borro.vings.
.

' ' ' ! .'s 139.881 136.337 134.029 132.071

::i 3 10.413 9.952 9.861 9.735

1 29 1.33 1.36 1 36 1.36

* ':S ' ' 3S.76r, 34.900 31.734 28 656

'd 1228 1235 !?.45 12.38-

! $ 10.106 $ 939/ ! 8.962 5 8.71? 9''

! 1.J/9 1.tui 1.076 1.083*

.
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Dividends and Price Range - M L ' J A P,, ?! "-
65 E 67 il 69 72 73 14

'of Common Stock
,

.The Company ha, paid hivide rul't. without interruption.
On outstanding sbarrs of its Conoton Stock since 1899
and has increased th,' total dividtnd for eac5 of the past
twelve years. On Dect mber 13. 1974. the dividerd was
raised to its [:r(sent rate of 3f! cents per share (equivairnt ,,,,,,c 3,o;e u g ,,,co, . .,g

to an annualized rate of $1.5?). Dividends 03id and the
'

'"
high and ton prices of the Company's Commo1 Stock on

-

the New York Stock Exchange'for the pericas indicated r3
!

.were as follons: , ,, _

' s
rlPrice Range q,

.

Dividends so +1 -
-

' f i
- Per Sharc High Low E ,

E D.l~|_,
1973- 1st Quarter ~ 0.36 22n- 20b '

2nd Quarter 0.36 21%. 20W 3 dC-
. ,

--

3rd Quarter 0.36 21% 18% j ;i i : t . ; I

4th Quarter 0.36 20b 17 % :i ! i- - ,

1974 1st Quarter 0.37 21 19 i-

!,5 . * ia' '

2nd Quarter - 0.37 20% 17 %
IA1_1l M iii|3rd Quarter .0.37 18 15h o

4th Quarter 0.38 17h 154 65 is 67 i5 69 70 7 72 73 74

The Common Stock of the Company is listed on the New
York. Pacific, and Spokane stock exchanges.
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PROSPECTUS
.

i
>

.

s30.000,000 :
-

; i

The Montana Power Company |
First Mortgage Bonds,8N% Series duc 1981

'
,

f
i Interest payable June 1 mid December I (

!.|

i

Redeemable on 30 days' notice, at the option of the Company at prices .et forth herein, provide.1t

that, prior to December 1.1979, no suth redemption may be made at the general redemptian prices
:

through refunding by the application of inonies borrowed at an interest cost to the Company of less than
'

;

8.90% per annum.
i

THESE Sl!CURITIES IIAVE NOT llEEN APPROYliD OR DISAPPROVED liY Ti1E
SECURITIES AND fiXCllANGE COMMihslON NOR IIAS Tile COMN!!S510N

-

?

- PASSED UI'ON 'lilE ACCUltACY OR ADLOUACY OI 'llllS PROSPECTUS. t

ANY RiiPRESEN TATION 'l O Tile CON i NARY 15 A citlMIN AL OFFEN5E. i
s .

.__ __.
*

t!nacm rh n; I
Psiee to i s c....n. and Paseeils to

Publil1) Comnd.d.m,( 2 ) Cony.mH I )(3)

j Per Unit 100 % .775% 99.225 9
j. . ... ....... ____ _ _ _. _ ___. _ ___ ._ _ _ . _ .

Total .| 530.000,090 S232.5(io $ 29.767.500 f
_ _ . . _ _ _ _ _ . .

'
_ . . _ . _..__.___-_.___.7

.. .....

(1) Plus accrued interest fiom December 1,1974 to date of ddivery. ;

(2) The Company has ariced to indenmify the several Underwriters yuinst certain civilliabihties includ.
:

ing liabihties under the Securities Act of 1933.

(3) llefore deducting expenses estimated at 595.000.
f

The lionds are ofkred by the sescral Uni!crwriter, n.uned herein, subject to prior sale, when. as and i

if issued and acceptal by them and subject to the appior.d of codhul. It is expected that the lionds [
!will be ready for deliveiy in New York City on or about 1)ecember 5,1974.

J

; Kidder, Peabody f.f Co.
-

Intnt tor ated

Smith, liarney & Co. ;
,

1
]ncorporatrd

Halsey, Stuart & C<,. Inc.
Ali.liate ut llarbe A Co. Incarr.u ated

{
j 'I he date of this Pitupeelus is Nosember 2fi.1974.

)
:

..,|1
. , . , ,

. ~ , . . . , , _ _ . . . _ . . . . . . . . _ . _ . . _. . . _ _ . . . . , _ .

t
i
;

|
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IN CONNECIION WII11'lIllS OFI I:ltlNG,'lIII; UND!.itWillII;I S MAY OVI:R.AI.I.OT OR'

1:l'FI:Cr'lRANSAClIONS WIIICII STAtill.lz[; Git M AINTAIN Till; MAltKl;T PRICI' Ol''lIll:.

ILONDS Ill.RI.llY OlfERI:D AT A 1.EVI:1, Al:OVE 'I!!AT WIIICil M:GIIT OTill1tWISE
l'REVAll, IN TIIE OPiiN MAltKET. SUCII STAl;!!.lZING, IF CO3DIENCED, MAY BE DIS.

! CONilNUl:D AT ANY TBIE.

.

AVAILAIll.E INFO!!MA'IION I

1
I

The Montana Power Company (" Company") i, subject to the information requirements e i the |
Securitics Exchange Act of 1934 and in accordance therewith files reports and other information v nh the
Sec urities and Exchance Commiwien. Certain information, as of p.uticular dates, concerning the <.irectors 1

I
and otheers of the Company, their rununtration, options granted to them and any material interests of
su.h persons in tran'.actiet.s with the Company is dnelow J in pioxy statements thstiibuted to share- ;

'

holde s and hied with the Commission. hoch sepoits, proxy st.ocments and other information can be

| in pected at the public screrence room of the Commission at I100 L Street, N.W., Washington D. C.;
and copies of such material can b: obtained from the Commistion at prescribed rates. Such material can
n!so be inspected at the New York and Pacific Stock Exchanges. !

,!
.

f

f

I

*

.

J OFFERINGS
4

6

'i

The Com;>any proposes to sell to the public through underwriters $30,000,000 principal amount
of its First Mortgage lionds, Series due 19S1 ("New lionds") and, on or about the same date, 1,200.000
shares of Common Stock, without par value (" Additional Shares"). Neither the sale of the New Bonds nor;

the sale of the Addnional Shares is dependent upon the sale of the other. Each issue is offen d b.s a-

| separate prespectus. ,
e
t

i

'

! Tile COT 1PANY

The Company, a Montr.na corporation, is a public utility engaged principally in the pneration,
| purchase, transmiwinn and distribution of c!cetricity and the produc4 ion, purchase, transmiwion .md

di>tribution of natural gas in Montana. Its executne othee is located at 40 East Broadway, liutte,
Montana $9701, its telephone number is (406) 73 5421.

The Company has four wholly. owned actise subsidiaries: Canadian. Montana Gas Company I.imited,'
'

]
which esplores for, produces, purchases and gathers natural gas in Alberta. Canada; Canadian-Montana
Pipe Line Company. which traasmits natural ras in Alberta to the Company's facilities at the International

,

Boundary; Altana Exploration Company, which explores for and produces oil and natural gas in C.mada;
and Western Energy Company (" Western Enerry"), which mines and sells coal. |

t

j 2 ,

|

. . _ . . . . . . .n...n.. .-e.-. .~ .
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The following material is qualified in its entirety b the dernited information and the financial
j

C
'

.|
statements and notes appearing el. cohere in this Prospectus.*

i
The Oilering (Scc Cover and Pages 2,5,20-23 and 41) - i

'
. . . . . . . . . . . . The htor,tana Power Company

Company .. .................. ... ..
. . . . . . . . . . . . . . . . . . . . . . . . 530.000,0001 ii st hf or tga ce Ibndalionds to lie O!Tesco . . . . . . . . . . . . . None... .. .... ...Sinking Fund . .............................

blaturity Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . December 1, 1981
. . ;

'

. . . June 1 and Decen,her 1
e Interest Payment Dates '... .................... b 26,'1974.......

O f fe r i ng D. tc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . N ove m e r$:*
5 Additional Securities to Uc Offered . . . . . . . . . . . . 1,200,000 adJitional shares of Common Stock

i

Use of Proceeds . . . . . . . . . . . . . . . . . . . . . . . . .To repay bank loans and to finance construction'I
,

'
:.

The Company (Src Pat;cs 2 and 1019) i,e . . . . . . .Ficctric and gas ntility
Il u sin ess . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... ........ .

.; . . . . . . . . . . . . .Westctn two-thirds of hiontana (96,000 square miles) |
Service Arca . . . . . . . . .in . 587,000 i

Estimated 1974 Population of Sersiec Area . . . . . . . . . . . . . . . t
............. ...

0;yrating Revenue Sources (12 months ended. . . . . . . . . . 63.4% c!cctric, 36.0% gas, 0.6% water i
September 30,1974 ) ' . . . . . i

Sources of Electric Generation (12 months ended
'

September 30,1974) . . . . . . . . . . . . . . 79.1 % hydro,18.7% coal,1.5% gas, 0.79 oil '
Rate h1atters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Sec " Business-Regu!.nion"

{ Financial Informailun (Itased on Accounts Prescribed by the Public Senice Commission of
nt h1 nt.ma) (Sce Pages 6-9 and 25 40) g
10

Selected Income Statement Data: _ |12 Enths l' nils d
or

Sepit mher 30, I)cctmber 31, {

3 1974 1973 i

$11435,000 5103,04S,000
Operating Revenues . . . . . .. . ..

Net Income $ 22,786,000 $ 22,819,000
. .... .... ..

Ratio of Farnings to Fixed Charges*

A c t u.d . . . . . . 3.29 4.59 |

Pro Forma * . . . . . . . . . . . . . . . . . . . 2.6' |
....... .

;
i

E At September 30.1974 i

m* w
nd Actual 1(afin As AdjmicW II.itio ,

8

$184.017,000 49.4 G $214,017,000 49.'Kb !tc,
J.ong-term Debt . . . . . ....... ..

Preferred Stock
$ 21.617,000 5.8 % $ 21,617,000 5.0% i

. .............

$ 166.999.000 44.S G $ 193,129,000 45.1 % ;
d, Common Equity . ...............

na Total C ipit.ilization . . . 5372.633.000 100.0:5 $428,763,000 100.0 9 |
.. '

tal Notes Payable to Ilants. . . . . . . $ 58,500,000 $ 23,000,000
....

* Adjusted to atleet the piopiwed sales of the New liond, and Additional Shares jla
4

.

3

(- ,
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Cl.NI'.It AI, PROtti. EMS 0: TIII; Itt 6:.ITY INDtNitY
| 'lhe utility indmtry, in cencrat, i, currently upnienting |noblems int!ndmg those of foWI f uel

sinntares,ohtainin; micquate rate increases, obtaining sullaicnt capital no reasonable terms, complianceI

with environmental scpulations, project liccusing and construction delap, the cilects of energy comer-
valion and adequate nas supply.

'l hae prohk nr. are being expnienced in vaging inap,nitude amony different companies and ascas.,

j 'lhe Company considus that its experience with these pad,lene r, aclatively f asorabic but is unable
; 'Ihc following startments ac intended only as a brief outline,

to predict their future impact on it.J

subject to more complete information set forth chenhere in this Prospectus.'I he Company's wholly. owned subsidiary, Westcan Energy Company, has coal mining
Fmsil Fuel:

leases covering approximately 610 million recoverable tons, and pending Federal minin.t lease applications
covt ring an additional IFO million recovesahle tons, of low. sulfur ' averaging 0.7% by weight) coalj

reser es at Cohlrip, Montana, wheie mining operations are being conducted. Tha resenes under lease
at Coh. trip plus additional undeveloped reserves in castern Montana are adequate to provide fuel for aHi
of the Company's piesent and projceted thermal electric generating plants. Ilowever. p nding legislat on
to regulate surf ace mining,if en:icted, could adversdy affect the Compar.y's abihty to ruine these reserves

(Sce "liusineswElectric Property," " Business-Future Generation" and; and the emt of so doing

{
"BusineswCo.d Pioperties.") the public Scrvice Connaission of Montana authesivd a

,

Itate Hcgulation: On August 30, 1974,
continuing rate adjmtment proecdure for the Company to flow through its inercased purchased gas;

512,000,000 annu:dly as of July 1,<

co 1, and royalty c>pemes pmjected by the Compny to be at least 'Ihe Comp.my
1974. This order has been challem;ed by two :.ctions filed in n State District Court.
cannot predict the ontcome of this litigation, but if the Commission's order were not sustained, it would
materially affect the Company's resenues and emnings. The bordtr price of gas from Canada, v.hich

<

constitutes more th.m GO'J of the Company's supply, will be incicased fmm appioximat6fy 6.lc to 51
per Mcf, cfTeetive January 1,1975. Unic<s the Comminion's order should b invalidated, the Company
expects to finw through this increased gas expense to its cmtamers by Co . mis 3 ion approval of increasedFaih s to recoser this gas expense,
sate schcdotes pm,nant to i meulares established by this order. .dverse effcet on the Company's )
estimat(d at $15.tmo,000 on an annual basia, would have a mr

carnings. (See ' Gminess-Regulation.")While the Company, like other utilities, has been faced with high
,

Obtaining Sullicient Capit.d: to finance itsf interest rates and pressure on stock prices, it has been able to obtain sufheient funds
scheduled. The Company c>tima:es that it will rcquite appto.simatelycomtruction pmgram as

from internal and external source durin;; 1975 thmash 1979 to finance its comtruction$438,000,000 In addition, Western Enespy will Nqnire approximately
pmgram and refund maturing securities.fmm internal and external sources during this peiiod to finance its construction program.
524,600,000
'the Company's ab.hty to sell additional sceutitics on fasorable terms will depend on general market
conditions and its abihty to obtain rate inercases sonicient to reuerate earnings neeerary to attract

,
'

capital. (See "Ibc of Pmceed3 and Construction Pmgram" and " Business-lynl.uion.")will be"t he Company does not bdieve that mateiial expendhures
'

1:mimawnfat Compliance: incuning substantial
required for addnional pollution control equipment at cxistingJacilities, but is
capital costs to meet envimnmental rcgulations appheable to the Colstiip generating units, and may incur
additional costs .md espemes not presemly (meseeable. (Sec "Use of Proceeds and Comtruction

! pmgram" and "itusiness-Emironment.")The Company has not operienced any substantial dda>s in
,

I.iceming om! Comtmetion Delap:
the comtinction of the Coktrip Nos.1 and 2 genciating tmhr, but dependinp. upon the outcome of
pending litigation, could experience delay in the comtruction of Colstrip Nos. 3 and 4 generating units.

;

(See " Business-Envh onment.") I4

,,
_ . . , , . . _ . . _%.3 . . _ . . . _ . _ - . .. . . . .

)
. . _ . . ..
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' I fuci
Energy Comervation: The Company believes that the energy conservation movement has had someliance >

retarding cliect on the use of electricity and natural gas, but cannot accurately estimate its magnitude.mscr-
(Sec " Electric Operating Statistics" and " Gas Opciating Statistics.")

. Gas Supply: 'Ihe Company currently has an a!cquate supply of natural gas to meet the require-areas.

ments of its pr,mns enuomers, and new re,idential and commt reial customers are being accepted.mable ';
utline, inasmuch as more than 80% of its pas supply is imported from Canada, the Company's futme supply

;

will be influenced materially by Canadian governmental dcrerminations as to the requirements of that |
*

| nining Country and tbc amounts of gas available for export. (Sec "Dusiness-Natural Gas.")
[ :ations
,-) coal USE OF pitOCIIDS AND CONSTRUCTION pROGitAM

r lease
The net proceeds, estimated at 555,720,000, io be received by the Company from the proposed

.

| for cl1 -
sales of the New lionds and.the Additional Shares, together with mternaliy-generated funds, will t

is!stion Thebe und to finance construction and repay short-term borrowings incurred for that purpose.J

amount of the Company's short-term borrowings estimated to be outstanding at the time of the sales
serves

'i" and
is $50,000,000, excInsive of Western Energy which is financed scparately.

' rized a Estimated comtruction expenditures of the Company and its subsidiaries, exclusive of Wettern t

ed gas Energy, for 1974 total $74,400,090, of which $47,000,000 had been expended through September 30.
,

July 1, The total 1974 estimate includes 561,000,000 for electric facilities (including 55,900,000 for environ-
!

mental protection), 53,900,000 for natural gas facilities, 5300,000 for water facilitics, 52,900,000 i
; impany i

would for common utihty facilities and $6,300,000 for oil and gas exploration and development. The Company

'

estimates that construction expenditures of the Company and its subsidiaries, exclusive of Western |. which

' ' t{ l Energy, will be 59 L000,000 in 1975 and will total approximately $390,000,000 for the five-year r
.

'

| impany period. 1975-1979, including 563,000,000 for emironmental protection. For further information

| creased with respect to cletnie geocrating units see "l;nsiness-Future Generation". |
,

l xpense in addition, the Company most refinance approsimately S39,000,000 of 2% % First Mortgage 13onds i

I ng*s, in 1975 and $9,000,000 of 3% % Sinking Fimd hebentures in 1979. |
i

The Company intends to fin.mee environmental protection facilities for the first two units of a new| ith high
[ ance its generating station being constructed at Colsuip. Montana from the proceeds of the 1973 sale of j

j imately $20,000,000 ($16,741,000 available at September 30, 1974) and the anticipated sale of up to i

$10,000,000 of pellut on control bonds by llo.sebud County in 1975. 'the balance required to finance
;t

! .truction the five-year comfruction program and to refinance the maturing bonds will be provided by internally- i
| ximately ;

generated funds, shott-term borrowings and the sales of such securities as may be appropriate from time!

|irogram,
I market to time.

Western Energy's construction expenditures are estimated at Q2,500,000 in 1974 ($11.700.000 |
3 attract

cxpended at September 30,1974), $21,500,000 m 1975 and $24,600,000 for the fise-year period,
will bc 1975-1979. Western Unergy's requirements will be provided by internally-generated funds and such

;

ibstantial other methods, including borronings guaranteed by the Company, as may be appropriate from time to

| . iay incur time.
t

.structi:n These expenditmes are subject to continuing resiew and nuy increase or decrease with fluctuations I
in costs and revisiom of the estimated need for additional facilities and resources.

delays in During the fise years ended 1973, gross luopert,y additions of the Company and its subsidiaries
teome of amounted to S!44,m,000, and gross property ictivements and adjustments in the same period were |

ing units. $ 13,969,000. !

5
'
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. - CAPil AI,iXATION
-

. :.-

1 De consolidated capitalization and notes payabic to banks of the Company as of S p'eis r 30,
1) . al as

1974, based on areovnh prescribed by the Public Service Commicion d Montana (No:
adhr,ted to nellect the estimated procteds from the propsd sales of the New lbnds and the Addnonalj

< i

Shares, is as follows: fSepts wher 30. t974
J

Out * As Adjissful
- .

shelie#2
,I

As.tre mt Ammmt
i (00'l) tlatio ( fl00 ) Itatio
/

$184.017 49.4 C S214,017 49.9 %
Long-Term Debt (Nete 3) . ......................

Preferred Stock (le:,s $366,000 expense) (Note 2) . . . . . . 21,617 5.8 % 21,617 5.0?& -

' i
,

Common Ihpiity:
Common Stoel. (less S113,000 expense) (Note 2). . . . . 113,930 140,060

16,205 16,205
Capital Surpins' . .. .......... ...... '

(271) (271)
. ..

Treasury Stoil--Common ....................
37,135 37,135 ;

Retaincd 1:atnings ............................

Total Common Equity . . . . . . . . . . . . . . . . . . . . 166,999 44.8% 193,129 4 5. I ' h i

Total Capitali7atica . . . . . . . . . . . . . . . . . . $372,633 1(d.00f
$428,763 100.0G.

,- - . - - . . - .-

-.
,

Notes Payable to llanks: |
d

$ 35,500(a) -

Company ... ..............................
23,00') $ 23,000 i

We st e r n Energy . . . . . . . . . . . . . . . . . . . . . . . . . )...
i

$ 58,500 $ 23,000 .

. _ _ _ .
- ,

,

i i

(a) See "Use of PiocecJs" with respect to repayment of notes 1.ayable to banb, v hich are expected'

to aggregate $50,000,000 on Nou mber 26,1974.' ,

,

( ) Denotes red lignre.

Numbeit'd notts abose icfer to Notes to Consolidated Financial Stauments.
:

,

1

1

The consolidated rapitaliation ratios as of September 2.071974, based on accounts prescribed by
the Federal Power Commis ion and includmg the estimated proeecds from the proposed sales of the
New ilonds and Additional Sh.nes, were appioximately 52 '% long.tcrm debt, 5.300 preferred stock
and 42.2G. connnon equity. 1

| .

1
<

!

.

6 ,

..,, ._. . _ . .._e.g . . . . . . . . . . - .
,

~ . . . . . . , . . . ~ . .. ... . .. .


