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This AGREIMENT, cxecuted  February 6 , 1973, by the UNITED STATES

OF AMERICA ("the Government'), Department of the Interior, acting by and
through the BONNEVILLE POWER ADMINISTRATOR ("the Administrator'), and
WASHINGTON PUBLIC POWER SUPPLY SYSTEM (“Supply System'™), a municipal
corporation of the State of Washington, and THE WASHINGTON WATER POWER
OOMPANY, a corporation organized and existing in the State of Washington
("'the Company"),

WITNESSETH:

WHEREAS Supply System has constructe ' the Hanford Project which includes
the Generating Facilities having a generating capability of 860 megawatts
which are operated in conjunction with byproduct steam from the New Produc-
tion Reactor (NPR) of the Atomic Energy Commission (ALC) on the Hanford
Reservation; and

MICREAS Supply System, the Administrator and 76 utility participants,

including the Company, have exccuted Hanford Exchange Agreements which

2 Recitals




-

— —

piovide for the purchase of Pro,ect Output from the Hanford Project by the
participants and the exchange of such Project Output with the Administrator
for fim clectric power and cnergy; and \

. WHEREAS the AIC has notified Supply System of its intention to discontinue
dual purpose opcration of the NPR and Supply System, the Administrator and the
participants, being all the parties to the Hanford Exchange Agrecments, 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

WHEREAS Supply System proposes to design, finance, construct, operate,
and maintain the Project; and

WHEREAS the .nstruction of the Project is a part of the Hydro-Thermal
Power Program for the Pacific Northwest and this agreement is one of a series
of agreements implementing such program; and

WHEREAS the Company has agreed to purchase a portion of Project Capability
from Supply System and exchange it with the Adninistrator for electric pover
and cnergy delivered in accordance with the terms of this agreement; and

. WHEREAS the Adninistrator 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 2nergy from Goverment project: in the Pacific Northwest
by enabling the Govermment to make optimun use of the Federal Columbia River
Power System, and that the integration of the capability of the Project with
the gencrating resources of the Federal Colwnbia River Power System will enable
the Aduinistrator to make available additional firm electric power and energy

to reet the needs of his customers; and
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WHEREAS Supply Systcm and the Administrator propose to enter into the
Project Agrcement simultancously with this agreement which will provide among
other things for relationships between Supply System and the Administrator with
respect to Project construction, operation, maintenance, and budgets; and

WHEREAS éupply System, the Administrator, and cach of The Montana Power
Company, Pacific Power § Light Company, Portland General Electric Corpany,
Puget Sound Power § Light Company, and The Washington Water Power Company

(the Companies) are simultancously entcring into Project Exchange Agrecments

- containing terms and conditions substantially identical to those herein; and

WHEREAS 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 and operate works, plants, and facilities for the generation and/or
transmission of clectric power and energy and to enter into contracts with the
Administrator and public and private organizations {»r the disposition and
distribution of clectric power and encrgy produced thercby; and

WHEREAS the Administrator is authorized pursuant 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;

NOW, THEREFORE, the parties hereto mutually agreec as follows:

1. Definition and Explanation of Terms.

(a) "Annual Budget" incans the budget ad;:ptcd in accordance with the
Project Agreement by Supply System not less 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 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 projected
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+ costs, including (1) all obligations of Supply System incurred with respect

|
\
to the Hanford Project including its obligations under Supply System Resolu- ‘
tion No. 178 and the Bond Resolution and (2) accruals and amortizations,
resulting {rom the ownership, operation (including cost of fuel) and mainten-
ance of the Project and repairs, renewals, replacements and additions to the
rroject, including, but not limited to, the amounts which Supply Systenm is
required under 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 funds proposed to be used;

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

prior to the Datc 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 Aduinistrator.

All taxes imposed and required by law to be paid, and which ars due and
payable in a Contract Ycar, shall be included in the Annua? Budget for that
Contract Yecar as a Project Cost. To the extent Supply System is pemmitted by
law to negotiatc for payments in licu of taxes or other negotiated payments to
state or local taxing entities, the Annual Budget shall also incl ¢ the amounts

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

to such a negotiated payment if in any Contract Year the sum of such negotiated
payments to such taxing entities 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 entities if the Project or portion thercof,
within the boundaries of cach such taxing entity, were subject to ad valorenm
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 imchanped,
5 Section 1




(b) "Billing Statcment" means the written statement prepared by Supply

System pursuant to scction 6(d).
(c) "Bonds" means any bond, bonds, or oth:r evidences of indebtedness

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

finance or refinmance Supply System's cost assoc.ated with planning, designing,
financing, acquiring and constructing the Projcct pursuant to the Bond Resolu-
tion and (2) .,>r any other purposc related to the Project authorized thereby.

(d) '"Pond kesolution'" means the resolution or resolutions, as described
in section 4(b), adopted or suppicmented by Supply System, as the same may be
amended or supplemented, to authoricze the Bonds.

(e) '"Company's Share'" 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 thc Company pursuant to scctic. 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 cortencing at 12 p.m. on June 30,
and ending at 12 p.m. on the following June 30. The first Contract Year will
commence at 12 p.m. on June 30, 1980,

(g) "Date of Comnercial Operation" means the date fixed pursuant to
section 1(f) of the Project Agreement,

(h) "Exchange Agrecment' means the Exchange Agrecment (Contract No.
Ibp-7420, as the same may be amended, extended or replaced) executed by the
Administrator and the Conpany as of Septenber 10, 1959, which provides, among

other things, for Points of Delivery.
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(i) “Generating Facilitics" means the Hanford I'roject power housc with

two turbine gencrator units with a combined nameplate rating of 860 megawatts,
related auxiliary cquipment, transformation and tran.mission facilities.

(j) ‘'Manford Project" means the works, plants, and facilities constructed
by Supply System for the generation and transmission of electric power and
energy in conjunction with the Atomic Energy Comnission's New Production
Reactor pursuant to Supply System's Resolution No. 178.

(x) *Hanford Exchange Agrecments' means the Exchange Agreements (Contracts

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

providing for the purchase of Project Cutput from the Hanford Project by the
participants and the exchange of such Project Outpit with the Administrator
for fim power and energy.

(1) '"Project" means the nuclear generating plant and related property
as described inr Lxhibit A, Exhibit A may be revised {rom time to time by
mutual agreement of Supply System and the Administrator, but in any event
shall conform to the description of the Project in Article III of the Bond
Resolution which authorizes the issuance of Bonds in an amount sufficient
to pay the costs of acquiring and constructing the Project.

(m) "Project Agreement' means the agreement for financing, construction,
ownership, and opcration of the Project as the same may be amended, extended,
or rcplaced, to be exccuted by Supply System and the Administrator concurrently
with execution of this agrecment and substantially in the form 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-
bility, if any, of the Project at any perticular time (including times when
the Project is not operable or operating or the cperation thercof is suspended,
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intern., .d, intcerfered with, reduced, or curtailed, in cach case in whole
or in part), less Project station use and losses to the Project point of
delivery specified in section 8. !

(0) '"Project Lxchange Agreements' means the agreements, substantially in
the form of this agrcement, entercd into by Supply System, the Administrator
and cach of Th: Montana Power Company, Pacific Power & Light Company, Portland
General Electric Company, Puget Sound Power & Light Company, and The Washington
Water Power Corpany (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, vhich, in the exercisc of reasonable judgment
in the 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 accorplish the desired result at the lowest reasonable
cost consistent with reliability, safety and expedition. Prudent Utility
Practice shull apply not only to fictional parts of the Project but also to
appropriate structurcs, 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 be limited to the optimum practice, method or act, to the exclusion
of all others, but rather to be a spectrnum of possible practices, methods or
acts, In evaluating whether any matter conforms to Prudent Utility Practice, the
parties shall take into account (1) the fact that Supply System is a mmicipal
corporation and operating agency under the laws of the State of Washington with
the statutory duties and responsibilities thereof and (2) the objective to

integrate the cntire Project Capability with the generating resources of the
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Federal Colunbia River Power System to achicve optisun utilization of the

resources of that system taken a: a vhole, and to achieve efficient and
economical operaticn of that system, Ay practice, method or act which pursuant
to the Project Agreement is determined to be Prudent Utility Practice shall be |
deemed to be Prudent Utility Practice hereunder. ‘
(@ "Uniform System of Accounts" means the Federal Power Commission niform
System of Accounts prescribed for public utilities and licensces in effect en
January 1, 1970,
2. Fxhibits., Exnibits A through D are by this reference incorporatcd
hercin and made a part of this agreement. Supply S-stem and the Conpany
shall cach be the "Contractor" as that tem is used in Exhibit C.

3. Tem of Acrcement, This agrecaent shall be effective upon exccution

and delivery and, except as to accrued obligations and liabilitics, shall
teminate at 12 p.m. on June 70, 1996.

4, Fin:xncing_, Design, Construction, Cperation, and Maintenance of the

Project,

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

Agreement and Prudent Utility Practice, shall use its best efforts to arrange
for financing, design, construction, operation, and maintenance of the Projcct.,
(b) There has been fumished to the Company a draft dated 11-21-72
of a Bond Resolution entitled "A Resolution Providing A Plan And System For The
Acquisition And Construction By Washington Publ ic 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 Revenue Bonds For Said Purpose", herein
referred to as the "Initial Bond Resolution'. Supply System tonterplates

issuance of short term securitios prior to issuance of bonds under the Initial

9 Sections 2, 3, and 4



Bond Resolution and also anticipates the adoption of resolutions supplementing
the Initial Bond Reselution to authorize additional series of bonds as pre-
scribed by the Initial Bond Resolution. Supply System covenants that the
Initial Bond Resolution will be adopte! ‘1 a Jorm substantially as furnished

to the Company and that any changes thercin or such resolutions supplementing
said Initial Bond Resolution shall not be such as to adversely affect, in any
material respect, the rights or obligations of the Coxpany under this agreement;
and that any resolution or resolutions authorizing the issuance of short tem
sccuritics will not be inconsistent with the Initial Pond Resolution insofar

as the interests of the Company are concerned.

- ——— ..‘.'

5. Sale, Purchase, and I'schanse of Company's Share,

(a) Sale of Corpany's Share. In each Contract Year Supply System shall

scll, and the Company shall purchase, the Cenpany'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) Exchange of Company's Share with the Aduinistrator. The Company

hercby assigns to the Adninistrator and the Administrator hercby accepts the
assignnent cof the Company's Share. In exchange for such assignment, the
Administrator shall make available to the Company ecach Contract Year 68 megawatts
average annual encryy at a rate of delivery in aay hour of such Contract Year
not to exceed 80 megawatts. Such electric pover and encrgy shall be made svail-
able to the Company in accordunce with the applicable temms of the Exchange
Agreement during the peried 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
specificd therein, and (2) at 12 p.on. on June 30, 1990, and ending at 12 p.m.

on June 30, 1996, at onc or morc of the 230 kv or higher voltage Points of
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Delivery specificd thercin less losses between the Project and such Points
of Delivery as agreed upon by the Compary and the Adninistrator prior to cuch

Contract Ycar; provided, howe.er, that if the Company owns or otherwise provides

adequate facilitics to accept deliverics as hereinafter provided, upen five years
prior written notice the Company may elect for any Contract Year to take, and
the Adninistrator shall make, deliveries of all or a portion of such electric
power and cnergy less losses, if any, as egreed upon by the Administrator and
the Compuny at either (i) the Project Point of Delivery specified in section 8
or (ii) the point in the Vantage substation where the 230 kv facilities of the
Administrator and Public Utilit District No. 2 of Grant County or any other

utility are connccted (Vantage 230 kv Bus); provided, further, that the total

of such deliverics at the Projcct Point of Delivery and at the Vantage 230 kv
Bus in cach succeeding Contract Year shall not be less than the total amounts
delivered to such points in the previous Contract Year.

Tae Adninistretor's saking available to the Cumcny the wounts of clectric
power and energy provided in this section 5(b) shall be the essential consider-
ation for the cbligation of the Company to purchasc the Company's Share. The
amounts of electric power and cnergy to be made available by the Administrator
wnder this agreeront shall not be reduced by offset or otherwise, and shall not
be conditioned upon the performance or nonperformance by Supply System.

(c) Further Ixchances. For any Contract Year prior to July 1, 1990,

the Conpany may request, at least 6 months in advance of such Contract Year,
that additional fimi capacity be made available in exchange for a1! or a portion
of the average annual cnergy to be made available by the Administrator in
section 5(b). The Administrator shall make such additional capacity availible
to the Company in exchange for reducing hic obligaticns to deliver average
annual energy to the Company subject to his sole determination that surpluc
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firmn capacity anu adequate transmission capacity are available on the Federal
Columbia River Power System to support such cxchange. The total amount of )
fimm capacity and average annual energy to be made available in such Contract
Year shall not cxceed the amount of firmm capacity and avcx:agc annual cnergy
which would be made available by the Adninistrator if the amounts to be paid
by the Company pursuant to scction 6(a) had bcen used to purchase the then
requested amounts of capacity and cnergy under the Administrator's Wholesale
Power Rate Schedules then in effect.

(d) The Company, during the pcriod beginning at 12 p.m. on June 30, 1990,
and ending at 12 p.m., on June 30, 1996, shall provide station use encrgy for
the Project at the point or points that the Adninistrator makes electiric power
and cnergy available to the Company pursuant to section 5(b) to the extent
such energy is not available from the Project for the Company's Share; provided,
however, that the Administrator shall provide such station use energy to the
Company at the Administrator's then current rates or charges if not less than
90 days prior to cach Contract Ycar the Company so requests and the Administrator

detemines that cn~rgy is available to fulfill such request.

6. Payment by the Company. The Company shall pay Supply System the amounts

determined pursuant to this section. The Company chall make the payments to be
made to Supply Systen hereunder, whether or not the Project is completed, operable,
or operating and notwithstanding the smpcnsi.on, interruption, interference,
reduction, or curtailment of the Project output, and such payments shall not be
subject to any reduction by reason of claims against Supply System, whether by
offset or otherwise, and shall not be conditioncd upon the perfommance or non-
performance by Supply System under this or any other agreement or instrument.

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

1980, and ending at 12 p.m. on June 30, 1990, the Cempany shall pay Supply
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Systom an amount determined by applying the rate schedule or schedules designated
by the Company as provided in this section 6(a) to the amounts of elcctric power

and cnergy that the Administrator is cbligated to make available under scction 501

in such Contract Ycar. At least 90 days in advance of the initial Contract Year, |

the Company shall designatc by written notice to Supply System and the Aduinistra-
tor, from among the Administrator's Wholcsale Ratc Schedules (Schedules) vhich
would then be applicable to similar direct sales of fimm electric power an.1 cnerg.
by the Administrator, the rate schedule(s) to be applied in determining pavinents
wnder this section 6(a). Schedule C-5 or a combination of Schedules C-5 and F-5
(for cxanple 68 mopawatts wnler Schedule C-5 and 12 megawatts under Schedule F-5)
would be applicable if deliveries were being made on the date of execution of
this agreement. The rate schedule(s) so designated or thereafter changed
pursuant to this scction 6(a) way be changed at any time upon mutual agrecrent

of the Administrator and the Conpany, or by the Company upon 90 days' written
notice to Supply System and the Administrator, to other applicable Schodules
within 90 days after the Administrator's ncw Schedules become effective, if

(1) the level cf the Schedule(s) previously selected is changed, (2) the Schied-
ule(s) previously selected is otherwisc materially changed, or (3) a new Schedule
becomes effective which would be applicable to the Company.

(b) In each Contract Year in the period beginning at 12 p.m. on June 30,
1990, and for the rcmainder of the tem hereof, the Corpany shall pay Supply
System an amount equal to the sum of the following:

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

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

(2) An anount equal to the product of Supply System's Operation,

Maintenance and Other Costs (Excluding Fuel) (hercinafter defined) for

such Contract Year and the Company's Share.
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(3) An amourt cqual to the ;;roducr. of 595,680,000 Kilovatt-hours
(68,000 kilowatts x 8750 hours) and the unit fucl costs for the precedin )
12 month period. The unit fuel cost for the prcccdin.g 12 month period
shall be determined by dividing Supply System Fuel Costs (hereinafter defincd)
for such period by the total nct kilowatt-hours delivered by Supply System

to the Project point of delivery during such period; provided, hovever, that

such unit fuel cost shall not cxceed 105 percent of the estimated unit fuel
cost for the Project at 65 percent annnal plant factor determincd by Supply
System in the samc manner as the wnit fucl cost applicable to such Contract
Year is detemincd in the final Plan subiiitted under scction 8 of the

Project Agrcement; provided, further, that if the Project is inoperable

during such preceding Contract Year, the unit fuel cost shall be the
forecast unit fuel cost ir such final Plan at 65 percent annual plant
factor or, in the absence of such final Plin, the projected wnit fuel cost
at 65 percent annual plant focter for the current Contract Year for :
Supply System's ownership share of the first corpleted 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 kw 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 available, (2) the Administrator's
Wholesale Rate Schedule then in effect for Forced Cutage Reserve capacity
for such Contract Year. The Adninistrator's Wholesale Rate Schedule F-5
for firm capacity would be applicable to this subscction if this s bsection
were applied on the date of exccution of this agrecment.

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

determined by applying the Adninistrator's average transmission costs the
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~in effect to the facilities (164 miies of 270 kv and higher voltage lines,

associated sy.tew line terwinals, delivery teminal and system general

costs for switching, transformation and backup which at the time of exccution
of this agreement would result in a total transmission cost of $2.65 per
kilowatt ycar, which cost would be appropriately rcduceh if the Company pro-
vidcd some of the required terminal facilities) deemed to be used in providing
transmission from the Project Point of Delivery specified in section § to 230 i
or higher voltage Points of Delivery specified in the Exchange Agrecment;

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

deliveries of electric pover and energy at the Project Point of Delivery or
the Vantage 230 kv Bus 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 System the
additional amount, if any, detemined by multiplying the largest hourly anount
expressed in Lilovatts to be delivered at the Vantage 230 kv Bus in such
Contract Year by the rate deteimined by applying the Administrator's averize
transuission costs then in effcct to the facilitics (switching, transferation
and backup which at the time of execution of this agrecment would result in a
total transmission cost of $0.50 per kilowatt year) deemed to be used in provid-
ing transmission {rom the Project Point of Delivery to the Vantage 230 kv Dus.
(c) For the purposes of this scctio; 6, the following definitions shall apply:

(1) Project Cost.

(i) The 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 without
limiting the generality of the foregoing all preconstruction costs,
all legal and financing costs (including Bond discounts wd premiuns),
all cost of material and cquipment, labor and construction, contractors’
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fces, engincering, testing (less net receipts relating to testing),
major items of materials, supplies and spare parts in inventory

which are capitalized, all applicable taxes and payments in licu )
of taxcs, of the type and subject to the limitatigns sct forth

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

construction period, interest during construction, cost and overhead

of Supply System in arranging for and supervising construction,
construction costs pursuant to any Project trust agreements with the
Administrator, and all other costs proparly allocable to the develop-
ment and construction of the Project, whether or not allocable to
construction cost under the Uniform System of Accounts. Any net
receipts relating to construction, including investment income, shall
be credited against Proicct Cost. Costs for the Generating Facilities
included in Projcct Cost shall be $50,000,000,

(ii) The Picject Cost shall be increascd by the cost of any
additions and rcplaccrenve and by the cost of removal for retiremenis
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 temm

-;. Project Cost, until the Date of Commercial) Operation of the Project, shall

' mean $50,000,000 of project costs from the Hanford Project plus the greater
of (A) the latest cstimate of the cost of the Project in the Construction
Budget adopted by Supply System under section 6(a) of the Pruject Agreement
which estimate for the purpose of this section shall not exceed $690,000,000,
or (B) the cost of the Project then expended und the cost of the Project
then obligated to be paid.

(2) Working Canital. The term '"Working Capital' shall mean an anount

equal te the sun of the following:
16 Section 6



(i) $3,0600,000; aad
(ii) The averuge of the amounts invested in operating materials,

supplics and spare parts (other than major items which are capitalized)

on June 30, 1988, Junc 30, 1289, and June 30, 1900‘; and

(iii) The average amount invested in prepayments (exclusive of
fuel payments) on the first day of eaci month during the period
beginning on July 1, 1987 and ending on June 1, 1990 (prepayients
being costs that were or are to be transferred to operation expense
in month.iy increments).

(3) Capital Funds. The temn "Capital Funds" for each month shall

mean an amount equal to the sun of the amounts deposited for the accownt

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

and Contingency Fund and Fucl Fund (as such Funds are defined in Article VI
of the Initial Bend Resolution).

(4) Capitelized 'uzl, The tem “Copitalized Fuel" for any month shall

mean an amount equal te the sum of the anounts shown on the balance shect
for the preceding month in Accounts 120.2, 120.3, 120.4 and 120.5 of the
Uniform System of Accounts. The cost of material purchased for future
fabrication and use shall be accrued in Account 120.1, as described in

the Uniform System of Accounts, and any interest charged during fuel prepar-
ation shall be at the weighted average annual interest rate upon all Donds
then outstanding and capitalized prior to transfer to Account 120.2 wpon
receipt of the finished fuel,

(5) Operation, Maintenance and Other Costs (Fxcluding Fuel). The tem

"Operation, Maintenance nd Other Costs (Excluding Fuel)' shall mean all
of Supply System's costs and cxpenses of the Project not recoverc' through
Fixed Cost and Ivel Cost, including, without limiting the generality of the
foregoi.g, all operation and maintenance expenses (excluding depreciation
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- expense and Fuel Costs), costs of Lisurance, cost of \.'at;r. costs of
y materials und supplies, cests of spare parts not capitalized, ad valorem
taxes if any on the preperty comprising the Project, sales, privilege, )
excise and other taxes incurred by Supply System on account of the Project,
payments in licu of taxes paid to toxing entities, cost of labor (including
| but not limited to social sccurity taxes, .memployment insurance expenscs,
group liability insurance, group hospitali:ation, madical insurance, pension
plan contributions, workncn's compensation and other insurance, and cost to
Supply Systcm of other fringe benefits), storage handling costs, transport-
ation cxpentes, administrative and gencral costs incurred by Supply Systom
for operation and maintenance of the Project, and all other costs prop-rly
allocable wnder generally accepted accounting practices to the operation
and maintenance of the Project, whether or not allocable to operation and
maintenance cost under the Uniform System of Accounts as now or hereafter
prescribed for electric utilities by the Foderal Pewer Cermission,

Notwiths tanding any of the cihier provisions of this section 6(c)(5),
during any period that the Project is not operating (other than normal
shutdowns for maintenance, repair and refucling), and operating and
maintenance and other costs are reduced thercby, the Operation, Maintenance
and Other Costs (Excluding Fuel) shall mean Supply System's estimate of
such Operaticn, Maintenance and Other Costs (Fxcluding Fuel) as if the
Project were being operated nommally, and if the Date of Comnercial Oper-

| ation has not occurred by July 1, 1990, until the Date of Commercizl
i Operation the Company shall pay Supply System at the rate of §8,500
per year for cach Contract Year in licu of furnishing station use energy

pursuant to scecticn 5(d).

- (6) Fucl Costs, The term "Fuel Costs” shall mean all costs of fuel

for the Project chargeable te Accownt 518 of the Unifom System of Account
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(Nuclear Fuel lapense) plus adainistrative and peneral expenses assoviated
with such costs which are not included in Operation, Maintenance and Other
Costs (Excluding Fuel).

(7) Fixed Cost. The tem "Fixed Cost" for any Centract Year shall
mean the sua of the Fixed Costs for coch month in such Contract Year which
shall be determined for such month by dividing 12 into the algebraic sun
of the followin; amounts:

(i) the product of Project Cost, as of the end of the preceding

month and the decimul fraction determined from the following fornula:

/1 ‘
Ll - (1 4 ])-35 / + R

where

R = average annual a)locance, expressed as a decimal fraction, for
financing the cost of interim replacements ("units of property
included in the plant with life spans of less than the adopted
overall fecility sorvice life") for light water nuclear power
plants published by the Federal Power Comission for estimating
purposes or in the absence of such an allowance, 0,005,

I = weighted average annual interest rate of all Bonds outstanding
on July 1, 1980, and of §50,000,000 of bonds for the Hanford
Project at an averuye annual interest ratc of 3.178 percent.
(ii) the product of Working Capital and an amount ecqual to

the weighted average annual interest rate of all Bonds issued and

outstanding on July 1, 1980, reduced by the estimated interest
earnings for such Contract Year to the Revenue Fund, as such Fund
is defined in Article VII of the Bond Resolution, attributable to

Working Capital for the Project;

19 Section 6



(iii) the product of Cipitelizaed Tucl as of the end of the
preceding wonth and an amonnt equal (o the weighted averuge annual
interest rate of all Bends issucd and outstanding on July 1, 1980; and

(iv) the product of Capital Fuads as of the Cl.'ld of the preceding
month and an amount cqual to the weighted annual average interest rate
of all Bonds issued and outstanding on July 1, 1980, reduced by the
estimated interest earnings of the Bonl Fund, Rescrve and Contingency
Fund and the Fuel Fund in such Coatract Year (as such Funds are defincd
in Article Vi1 of the Bond Resolution),

provided, however, that if the Date of Conusercial Operation has not eccurred

by July 1, 1990, until the Dute of Comaercial Operation the Fixed Cost
shall be Jetenained using the following covponents: (i) Project Cost
pursuant to the last paragraph of section 6(c)(1); (ii) Workiny Capital
of $3,600,000; (iii) Capitali-cd Fuel Lut not less than $39,000,000; and
(iv) Capital Funds but not less than $25,000,000; and the interest rate
of all Donds issucd and outstanding on July 1, 1080, shall be decied to
equal the weighted average 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 Manford Project) for
which it has issucd bonds; and, for the purpose of computing interest
earnings in cach Contract Yeur it shall be dJecmed that the wmount of

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

alent to the estimated average annual interest rate for the previous

Contract Year that Supply Systea's Revenue Munds for all projects were
| | invested and (B) Capital Funds of §25,000,000 are invested at an interest
‘ rate equivalent to the estimated average annual intcrest rate for the
1 o previous Contract Year that Supply Systea obtained in investing sinilar
funds for all projects,
20 Section 6
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(d) Not less than 45 days prior to the beginning of cach Contract Year
Supply System shals prepare an estimatc c;f the wiounts to be paid for the
Contract Year unlor this agreement and, bascd thercen, shall deliver to the
Campany a Billing Statement showing the amounts to be paid !”y the Company in
each ronth of such Contract Year. Such Billing Statement shall be amendcd
during the Contrac. Year as appropriate. At the end of each Contract Year
any deviation between amounts previously billed and amounts to be paid for
such Contract Year as detemined 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 following month or months
and, for the final Contract Year, a similar supplerental Billing Statems
following the clese of such final Contract Year. [Pach Billing Statemont
shall be accorpanied by the estimate in reasonshle detail and a copy of the
related annual hudget.

(¢) The Cerpany skall pay Supply System cuch Centract Year the amowit
specificd in the Billing Statciunts or anended Billing Statcments submitted
under this scction, Such paynents shall be made prior to the twenticth day of
each nonth of such Contract Year in an amount equal to one-twelfth of the asount
shown in the Billing Statenent or in the case of an amended Billing Statenent
in an amount cquul to the avount determined by dividing the amount in the
amended Billing Statement by the mumber of months remaining during such Contract
Year. Supplemental 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 due date, shall bear an additional charge of two percent
of the unpaid aouat, Thercafter a further charge of one-half percent of the
initial amount remaining unpaid shall be added on the last day of each succecding
30 day period uatil the anmount due is paid in full. PRemittances received by
mail will be accepted without asscesment of the delayed payment charges referred
21 Section 6



ﬁ above provided the postmark indicates the payment was mailed en or before

the twenticth day of such month. If the twenticth day of such month is a

Sundiy or other noubwsincss day of the Company, the next following business )
day shall be the last day on which payment may be mailed without addition of

the delaycd paysent charge.

(£) Supply System's books of accounts shall be audited at least annually by
a nationally recoznized independent certified riublic accounting fimm. For each
Contract Year beginning with the Contract Year ccrwencing st 12 p.m. on June 30,
1989, Supply System shall mail to the Company, promptly after completion, the
annual awlit of accounts of the I'roject.

7. Scheduling,

(a) Prior to 4 p.m. on each workday beginning on the day preceding the Date
of Commercial Operation (workday mamning a day which the scheduling purties observe
as a regular woukday) the Administrator shall notify Supply System of the amouats
of cnergy from the Cempany's Share he wil! requive for cach heur of the fellowing

1

day or days; provided, however, that the Aduinistrator may during any hour requL.t
delivery of other amounts of encrgy up to the Compuny's Share. Supply Systen's
dispatcher, within the capability of the Corpany's Sharc and in accordance with
Prudent Utility Practice, shall schedule for delivery to the Administrator at the
point of delivery specified in section 8 for each hour in the tem liereof the
wnounts of cnergy so requested by the Administrotor.

(b) Prior to January 1, 1978, and each January 1 thereafter, the Company
shall submit to the Adainistrator a tabulation showing the amounts of energy it
plans to cbtain hereunder for each ronth for the ensuing five Contract Years
(Monthly Lncrgy Schedule). The sum of the amounts of encrgy specificd therein
for any Con*ract Year shall not exceed the annual amount of energy in such year
to which the Corpany is entitled under section §, nor shull the wonthly amounts
of cnergy exceed 80 mopawatts times the hours in such ronth, Each such Monthly

22 Section 7



Energy Schedule shall becone effective and be attuched hereto as Lxhibit D, aad
shall supersede any prior Exhibit D fonerly subnitted by the Company.

(¢) The Coupany shall notify the Administrator prior to noon on each workday
of the amounts of cncipgy that it requests, pursumt to section S(b), for cach
hour of the folluving day or days The Administritor shall schedule for delivory
to the Company at the points of delivery specificd in section 5(b) for each hour
in the tem hercol the amounts so requested by tle Company. The amount of encrgy
requested for any hour muy be decreased by mutual agreement of the dispatchers
of the parties and may be incrcased at any time upon notice of the Company's
dispatcher; provided, however, 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 Conpany shull make
available to the Administrator, at a time to be agreed to by the parties, an
arount of eneryy cqual to the loss, if any, as determained by the Administrator,
resulting from the less efficient use of water on the Federal Colurbia River
Power System than that which could have been made if the incrcased amount of
electric energy in excess of two times the rate of delivery spec.®i” | in section
$(b) for that day had been scheduled in accordance with the first sentence of
this subsection. The Conpany shall endeavor to avoid the necessity for any
increase in the wmount of cnergy requested by noon on the day preceding the

day of delivery of such energy. The total amount of energy scheduled in a month
shall nut exceed the amount of encrgy specified for such month in Exhibit D
without the prior agreement of the Administratoer,

8. Provisions Reluting to Nalivery. Deliveries of electric power and
energy to the Administrator shall be made at the point of delivery and at the
spproximate voltage described below, Such electric powver and energy shall be
in the form of three-phase current, alternating at a frequency of approximately
60 hertz, Amomts go delivered ot such point during each wonth shall be

23 Section 8
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detemined from measurcients mude by the Governont 's meters, adjuted for
losses as agrewd upon by the parties hereto, installod to record such deliveries
at the place and in the circuits heveinafter specificd:

PROJICT POI'SF OF DELIVY RY: .

% the point in the Vantage substation vhere the 500 kv fucilities
Covernrment and the Project are cennected;

Voltage: 500 kv,

Metering: in the 500 kv circuits at the Project over which such electric
power wud energy will flow;

Mjustient:  for losses hetween the peint of netcring and the point of
Livery.

9. Oblirations in the Fvent of I-fmlt, The Cospony's Share purchased
by the Company from Supply Systen and cxchanged with the Aduinistrator, and the
corresponding ohlipatiens and right to delivery of electric power and encrgy
wiler this agrecuent, shall be autowatically increased for the vematning tem
of this agrecront pro rata with that of other nondefaulting Companics 1f, and
to the extent thit, one or tare of the Conpanies is uaable, or fails or refuses
for any reason, to perfora its obligations unler its Project Lxchange Agrecrent,
and the Company's Share of the defaulting vompany shall be reduced corresponds
ir;ly ten days after Supply System has sent written notice to the Companies of
such (My's nonperformance of its ehligations unless such default is cured

within such ten Juy period; provided, Lovever, that the sun of such increases

for the Company rursuant to this subscetion shall net, without consent of the
Corpany, excecw an accunulated maxism of 0.01624.

If the Company shall fuil or rufuse to pay any wnounts Jdue to Supply
System heveundur, the fact that the other Cenpanics have assuned the oblijation
to mike such payments shall not relicve the Corpuy of 1ts liability for sucn
payments, and the Conpanies ansuming such obliption, either individually or
as n mewher of a group, shall have a right of recovery from the Company. Supply
Systum oF wiy Uoopany a5 the by mterc b may appon, Jorntly or severally, vay

24 Section 9
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commence such cuits, actions or proccedings, at law or in cquity, incluling
suits for specific perfomance, as may be nocessary or appropriate to enforce
the obligaticns of this agreement against the Company wnder this subsecticn,

10. Modification and Unifornity of Aprcerent.

. —— e

(a) Notwithstonding any provision in this agreesent to the contrary, but
subject to scction 6 hercof, this agreement is catire and indivisible and any
right or obligation of any party hercto is nonscverable from, and dependent
won, those other rights and obligations which together constitute this agreerent,

(b) This agreement shall not be amended, modificd, or otherwise changed
by agreament of the parties in any manner that will ampair or adversely affoct
the sccurity affordced by the provisions of this agreenent for the payment of
the principa), intercst, and preniuva, if any, on the Ponds as they respectively
become payable fo Jong a2 any of the Ponds are outstunding and wpaid or funds
arc not sct aside for the poyment or retirement thercof in accordance with the
Bond Pesolution.

(c) If any Project Exchange Agreement is amended or replaced so that it
contains temms and conditicas different {rom those contained in this agreeront,
the Administrator shall notify the Company and upon tinely request by the Coomany
shall amcnd this agrecient to include similar terms and conditions.

11. Honford Lschanps Agrecnonts,

(a) The parties heweto agree (1) to the use and employment of the Generating
Facilitics by Supply System for the purtoses and in the manner prescribed in the
Bond Resolution, (2) that the clectric power and energy to be produced by the
Project, including the clectric pewer and cnergy 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
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Agreements and the Project Laxchange Aprecoents, and (3) that the exccuiion

and delivery of this agrecment docs not affect, linit, wodify, alter, release,

\
or discharge their respective rights and obligations under the Hanford Exchanpe

Agrcc::lchts, or reduce the Company's obligations to make payments thercunler, in
the cvent that sufficient moneys to make such parents arc not otherwise avail-
able in accordance with the Net Billing Agrcemenis, the Project Exchange Agrecients
and the Fond lesolutien.

(b) Supply System in preparing its budgets for the Hanford Project pur-
suant to section 5(c¢) of the Hanford Exchange Acrecront for the contiact ycars
beginning on Septewber 1, 1975, and ending August 31, 1980, shall provide for

payrents by the participants under the Hanford bxchane Agreoaments of not less

than the amounts shown during the fellcving periods:
5 H

Bepinning Ending Avount
9-1-75 Threv b 8-31-76 $4,720,000
9-1-76 'l'hrm;y! G- 3177 S-“,T-(:!‘-,'{;("U
9-1-77 Throush §-31-78 §4,980,000
9-1-78 Through 8-31-79 $5,040,000
9-1-79 Through 6-20-80 $4,270,000

(c) Supply System shall transfer to the appropriate funds and accounts
under Supply System Resolution No. 173 from the incore, revenues, receipts,
and profits reccived from the Project aiounts sulficient so that no payments
by the Company under the Hanford Exchaize Agrecrent are due under section 5(o)
of such Agreenent after June 30, ' 30. The budget adopted for the Contract
Year beginning September 1, 1979, pursuant to section 5(e¢) of the Hanford
Fxchange Agrccient shall be prepared anticipating that the Company's obliga-
tions under the Hanford Exchange Agrcciont will be met beginning July 1, 1980,

by the transfers requived wnder this scction 11(c). Monthly payments by the
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Comany under the Hanford Exchange Agreement prior to July 1, 1980, shall not
be reduced by amomts paid to Supnly System under the Project Exchange and
Project Net Billing Agreements. '

12. Assighwent of Agrcement. This agreemant shall inure to the benefit

of and shall be binding upon the respective suc-essors and assigns of the

parties to this agrecoont; provided, hovever, that neither this agrecient nor
any interest therein shall be transferred or assigned by any one of the partics

hereto except with the mutual consent in writing of the other two partics

" herete, to any other entity except the thited States or an agency thercof,

Such consciit will not be unrcason:hbly withheld., No assignment or transfer of
this agrecment shall relieve the parties of any obligation herewnder.
IN WIINLSS WERIOF, the parties hereto have executed this agresuent in
scveral counterparts.
UNITED STATES OF A0%RICA

Departront of the Interior

(SEAL) By S/ DONALD PAUL HODIL
Bonnevillc Toner Admnistrator

WASHINGION PUBLIC POWER SUPPLY SYSTD!

(SEAL) By S/ J.J. SIEIN
Title Managing Director
ATTEST:

By s/ b risamn

Title Chairman
Executive Board
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THE WASHINGION WATIR POWER COMPANY

(SEAL) By __S/ M. F. UNIGL

Title __ _Vice President

ATTEST:
By _S/ R. 1. ST .

Title  Ascistant Sccrctary
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WASHINGTON POURLIC POWER SUPPLY SVSTIM

NICLLWR 172071 10, 1

The Washinston Public Power Supply System's Nuclear Project No. 1 is
expected to have a net electrical plant cupability of approximately 1230 0.

A now pressurized wuter reactor nuclear steom supply systom similar
to other reactors now uader construction will replace the NPR as a stean
source. It will inclule, but not Lo limited to, a nucleur reactor, fucl,
control systes, primery coolant Joops with steam generators, engincered
safeprard systans, rodwaste system, service systems, containment building
and other auxiliary fuciltics.

Steem will be fed from this new rcactor to a new topping turbine and

genorator with & masoplate rating of approxinately 400 1 heused ia an
extension of the existing turbine-cencrator buitding of the Generainng
Fecilitics. Now piping will transiiit low pressure exhaust steam from the
new topping turbine to the existing low pressure turbine cemplex which is a
part of the Cenerating Facilitics. The existing turbines may be modified,
including the addition of extra stages of blades; and such modificaticns,
additions and alteraticns to the condensers, cooling system, feodwater
heaters, fecedwater puips, instrurentation, comtrol systems, auxiliary
startup power facilities and other components of the Generuting Facilities
will be made as shall bz required to operate the topping turbine and to

utilize exhaust stean {rom the topping turbine.






Amendatory Agreement No. 1 to
Contract No. 14-03-39216

3-11-74
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1
AMENDATORY AGREEMENT
executed by the
UNTTED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR
acting by and through the ,
BONNEVILLE POWER AIMINISTRATOR
and ,

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

and |
THE WASHINGTON WATER POWER COMPANY
(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 AIMINISTRATOR (Administrator), and WASHINGTON PUBLIC POWER
SUPPLY SYSTEM (Supply System), a mmicipal corporation of the State of Washington,
and THE WASHINGTON WATER POWER COMPANY (Company), a corporation organized and
existing under the laws of the State of Washington,
WITNESSETH:

WHEREAS the parties hereto, on February 6, 1973, executed an Exchange
Agreement for the Washington Public Power Supply System Nuclear Project No. 1
(Contract No. 14-03-39216, hereinafter referred to as Primary Contract), which



provides for the sale of a portion of Project Capability to the Campany and the
exchange of such Project Capability with the Administrator for fimm 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

WHEREAS 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 Cammission's New Production Reactor (NPR) pursuant to an agreement
executed by the Supply System and the Atomic Energy Commission (“AEC Hanford NPR
Agreement''); and

WHEREAS the present schedule for the Project requires the shutdown of the
Hanford Project about October 31, 1977, and will eliminate the availability of
the Hanford Project as a source of power thereafter; and

WHEREAS 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

WHEREAS the parties have agreed that in order to keep the Hanford Project
available for continued operation after October 1977 it is appropriate that the
Project operation be disassociated from Hanford Project operation and that it
no longer be operated in conjunction with said Generating Facilities, and the
Adninistrator and the Company have determined that such disassociation will be
beneficial to them by improving the probability that amounts of electric power
resources will be sufficient to meet their loads in the late 1970's and early

1980's; and




WHEREAS the Administrator is authorized pursua . 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;

NOW, THEREFORE, the parties agree as follows:

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 Commercial Operation of the Project’,
shall mean the greater of (A) the latest estimate of the cost of the
Projecc in the Construction budget adopted by Supply System under section
6(a) of the Project Agreement which estimate for the purpose of this
section 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 bands for the Hanford Project at an average annual interest rate of 3.178
percent."

4. 3ection 8 is amended by deleting the words (1) "in the Vantage
substation' in the subixeading entitled "Location", and (2) "'S00 kv'' in the
subheading ¢ntitled '"Metering'.

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

"(a) The parties hereto agree that the use and employment of
the Gen:rating Facilities by Supply System and the disposi'tian of the




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 executior. and delivery of the Primary
Contract as herein amended does not affect, limit, medify, 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
Resolution.

7. Exhibit. Exhibit A, "Project Characteristics', is replaced with the
Exhibit A attached hereto.

IN WITNESS WHEREOF, the parties have executed this amendatory agreement

o
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in several counterparts.

UNITED STATES OF AMERICA
Department of the Interior

(SEAL) By
Bonneville Power Administrator
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(SEAL) By
Title
ATTEST:
By
Title
THE WASHINGTON WATER POWER COMPANY
(SEAL) y
Title
ATTEST:
By
Title




E HIBIT A
Revision 1
(2-28-74)
PROJECT CHARACTERISTICS
WASHINGTON PUBLIC POWER SUPPLY SYSTEM

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 1,200 MW.
The Project will be located on the Hanford Reservation of the U. S. Atamic
Energy Commission which is near the City of Richland in Benton County, Washington.
The plant and associated facilities will include a nuclear steam supply
system, fuel and reactor coolant system with all related containment structures,
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 Columbia River
Power System; and other structures, shops, warehouses, construction facilities,
offices, equipment or facilities necessary or appropriate to the construction,

maintenance and operation of the Project.
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Contract No+ 14-03-30211
11-16-72

WASHINGINN 1AmLIC IOWER SUPPLY SYSIIM

NUCLIAR PRGJICT RO, L ,

AGRERHT
exccuted by the

UNITED STATTS OF AMERICA

DEPART: . T OF TE_INTTRIOR

. acting by and through the
BONNIVILLE JXUTR AIYINISTRATOR

and

WASHINGION 1 USLIC YOUIR SUDPLY SYSTiM

(Project Agreement)

.......................................

Section P:pe
e t——— . — —
1. Definition and Explanation of Temms.....cevvnvennns AR RSN 4

& FaRiOItS . .civiiie e PR 8

3. Term of Agreencnt..ceeveenns PSP = U < =N s B T e e e 8
4. Design, Licensing and Construction of the Project....ceveievess 5
S. Financing of the Project.......... PRI PP Y raassnsientn 10
‘ 6. Pulget and Accounting Procedures..... P MR SRR R e 10
7. Operation and Maintenancc of the Project....ccvivesrsnvescsnnnns 13
B PoEitScccviiivcinsnna RN C R SR E TS SRNE R 15
10. Adninistrator's Approval and Project Consultant............ 16
11. Replacements, Repairs and Capital Additions........ 18
38. IMSMIaNCR.ciecorsssvvansnsinsrine T S e A 20



(Index to Sections Cont.)

13. Inspectiorn qf Project Facilitics..coveiiuiniivnanninranennnnnes 21
14, Training..........coeves S sbin s FPRATIPTNN L C 21
i5. End of thc Projoct....ovvenvnnnes I AOS EPR TN PP e 21
16. Assignment of Agrecment......... S BRI ¥ b R CoaEReRIEFHE ' 21

17. Applicability of Other INSTrUmCNUS....evsevvsenssracncsnanenes 22

Exhibit A (Project Characteristics)...... Ry gl LS Hp e N <
Exhibit B (Provisions Required by Statute or Ixecutive Order)...... . 8
This AGRELMINT, exccuted , 1972, by the UNITED STATES

OF AMERICA (Govermment), Department of the Interior, acting by and through the
BONNIVILLE POSER ADMINISTRATOR (Adninistrator), and WASHINGION PUBLIC POSER SUPPLY
SYSTiJ{ (Supply Sysicm), a wrmiicipal corporation of the State of Viashington,
WITNESSETIE

WIEREAS Supply System has constructed the Hunford Project which includes
the Generating Facilities having a gencrating capability of 860 megawatts which
arc operated in conjunction with byproduct steam from the New Production Reactor
(NPR) of the Atomic Energy Commission (AEC) on the Hanford Reservation; and

WHERFAS the AEC has notified Supply System of its intention to discontinue
dual purpose operation of the NPR and Supply System, the Adainistrator and the
participants, being all the partics to the l_lanf:ord Ixchange Agreements, have
agreed that Supply System shall construct a nuclear steam supply facility and
additional generating fucilities which can be used in conjunction with the
Gene.ating Facilities; and

WIEREAS Supply System proposes to design, finance, construct, operate,

and maintain the Project; and

2 Recitals
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WIERFAS the Adninistrator has deternined that acquisition of the Project
Capability as hercin provided will assist in attaining the ohjcctivc§ of the
Bonneville Project Act, and other statutes pertaining to the disposition of
electric power and energy from Government projects in the Pacific Northwest
by enabling the Covermuent to make optinam 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 Columbia River Power System as provided
hercin will enable the Administrator to make available additiona) firm power
and cnergy to mcet the needs of his customers; and

WIEREAS the construction of the Project is a part of the Hydro Thermal
Power Program for the Pacific Northwest and this agrecment is one of a serics
of agrecments implementing such program; and

WHEREAS Supply System expects (o enter into certain contracts for the
financing, planning, engincering, construction and operation of the Project; and

WIEREAS Supply System, the Administrator and the Participants are parties
to Ret Pilling Agrecments uader which Supply System sells a portion of Project

Capability to the Participants and wunder which the Administrator will acquire

-~

2 Project Capability from the Participants; and

WHEREAS Supply System, the Administrator, and cach of The Montana Power Company,

v

Pacific Power & Light Compuny, Portland General Flectric Company, Puget Sound

-

Power & Light Company, and The Washington Water Power Company are parties to
Project Exchange Agrecments under which Supply Systcm sells a portion of Project
Capability to such companics and the companies exchange such Project Capability
with the Administrator for elcctric power and encrgy from the Federal Coluwbia
i River Fower Systcm; and |

WICREAS 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,

3
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acquire and operate vorks, plants, and facilities for the generation and/or

transmission of clectric power and cnergy and to enter into contracts with
the Administrator and public and private organizitions for the disposition ,
and distribution of electric power and energy produced thercby; and
WHEREAS the Administrator is authorized pursuant to luw to dispose of
electric power and cnergy gencrated at various f{cderal hydroelectric projects
in the Pacific Northwest and to cnter into relatcl agreements;

NOW, THEREFORE, the parties hereto mutually agree as follows:

1. Definition and Fxplanation of Teims.

(a) "Annual Budget" means the budget adoptcd by Supply System not less
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
casc 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, including (1) all cbligations of Supply System
incurred with respect to the Hanford Project, including its obligations
under Supply System's Resolution No. 178 and the Bond Rescolution 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 arounts
which Supply System is rcquired under the Bond Resolution to .y 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 funds

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

of a Contract Year prior to the Date of Conmercial Operation or Septerber 1,
1980, whichever occurs first, shall include only such amounts as may be agreed

upon by Supply System and the Adminiccrator.

4 Sec. 1
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(b) "Bonds" ncans any bond, bonds, 6r other evidences of indebtedness
issucd in connection with the Project pursuant to the Bond Resolution (1) to
£inance or refinance Supply System's costs associated with planning, designing,

\
financing, acquiring and constructing the Project pursuant to the Bond Resolution
l\d (2) for any other purpose related te the Pro ect authorized thereby.

(c) "Bond Resolution" means the rese'ution or resolutions adopted or
supplenented by Supply System, as the same may be amended or supplemented, to
authorize the Bonds.

(d) "Construction Budget" mcans the budget adopted by Supply Sys<tem which
.;.ets forth an estimated schedule of construction expenditures and itemizes all
costs related to ownership, design, planning, construction and financing of the
Project, as well as any revision or updating thereof during the course of
construction.

(e) "Contract Year" (1) mecans the period commencing on the Date of
Cammercial Operation, or on January 1, 1980, whichever occurs f{irst, and ending
at 12 p.m. on the following June 30, and (?) thercafter means the 12 month
period comnencing cach year at 12 p.m. on June 30, except that the last Contract
Year shall end on the date of termination of this agreement,

(f) "DMate of Commercial Operation'” mcans the date fixed by the parties as
the point in time when the Project is ready to be operated on a commercial basis
pursuant to schedules agrced to by the Adninistrator and Supply System,

(g) "Generating Facilities" means the Hanford Project power house with
two turbine generator units with a combincd nameplate rating of 860 megawatts,
related auxiliary equipment, transformation and transmission facilities.

(h) '"Hanford Ixchange Agreements' mcans the Exchange Agreements (Contracts

No. 14-03-35345 through 14-03-353063 and 14-03-35569 through 14-03-35625,



inclusively) exccuted by 76 utility participants, Supply System and the

Administrator providing for the purchase of Project Output from the Hanford
Project by the Participants and the exchange of such Projcét Qutput with
the Administrator for firm power and energy. '

(i) "Hanford Project" means the works, plants and facilities constructed
by the Supply System for the gencration and transmission of clectric power and
energy in conjinction with the Atemic Energy Comission's New Production Reactor
pursuant to Supply éystem's Resolution No. 178.

(j) "Net Rilling Agrccments" means the agrecrents for the Project entered
into by Supply System, the Administrator and each of the Participants (Cortracts
No. 14-03-39217 through 14-03-39320, inclusive).

(k) "Participants' mcans those cntities which are specified in Exhibit A of
the Net Billing Agreements, or which become assignees of all or part of any
Participant's Shcre pursuant to the Nét Billing Agrccments.

(1) "Project" means the nuclear generating plant and related propertics as
described in Exhibit A. Exhibit A may be revised from time to timz by rutual
agrecment of thc parties, but in any event shall conform to the description of
the Project in the Bond Resolution which authorizes the issuance of Bonds in an
amount sufficicnt to pay the costs of acquiring and constructing the Project.

(m) “Projcct Capability'" means the actual electrical generating capability,
if any, of the Project at any particular time (including times when the Project
is not operablc or operating or the operation thercof is suspended, interrupted,

interfered with, reduced or curtailed, in each case in wholc or in part), less

Project station use and losses.




(n) "Projcct Censultant" means an individual or fimm, of national reputation
having demonstrated expertise in the ficld of the matter or item referred to it,
appointed among other things, for the resolution of a diffcr?ncc regarding a
ratter or item referred by Supply System. A different Project Consultant may be
;ppoin;ed for each matter or item referred.

(o) "Project Exchange Agrecments™ ncans the agreements entered into by
Supply System, the Administrator and cach of The Montana Power Company,

Pacific Power & Light Company, Portland General Electric Company, Puget Sound
Power § Light Company, and The Washingon 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 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 thz electrical utility industry
prior thereto) known at the time the decision was made, would have been expectcd
to accomplish the desired result at the lowest reasonable cost consistent with
rcliability, safety and expedition. Prudent Utility Practice shall apply not
6n1y to functional parts of the Project but also to appropriate structures,
landscaping, painting, signs, lighting, other facilities and public relations
programs rcasonally designed to promote public enjoyment, understanding and
acceptance of the Project. Prudent Utility practice is not intended to be
limited to the optimum practice, ﬁcthod or act, to the exclusion of all others,
but rather to be a spectrum of possible practices, methods or acts. In evalu-
ating whether any matter conforms to Prudent Utility Practice, the partics and
any Project Consultant shall take into account (1) the fact that Supply System
is a mmicipal corporation and operating agency under the laws of the State of

Washington with the statutory duties and responsibilities thereof and (2) the

7 Sec. 1



ébjcctivc to integrate the entire Project Capability with the generating resources
of the Federal Columbia River Power System to achieve optimm utilization of the
resources of that system taken as a whoie, and to achicve cfficient and econcmical
operation of that system.

2. Fxhibits. Exhibits A and B arc by this refercence incorporated herein
and made a part of this agreement. Supply System shall be the Contractor as
that tem is used in Exhibit B.

3. Term of Agrcement. This agreement shall be effective upon exccution

and delivery and shall terminate when the Project teminates as provided in
section 15.

4. Design, Licensing and Construction of the Project.

(a) Supply System shall perfoim it. duties and excrcise its rights under
this agrcement in accordance with Prudent Utility Practice.

(b) Supply Systein shall seck and use its best efforts to obtain all
iicemcs. pemits and other rights and regulatory approvals necessary for the
6mership, construction, and operation of the Project.

(c) Supply System shall complete all appropriate planning and engineering
studies and construct the Project in accordance with Prudent Utility Practice.
Supply System shall use its best efforts to schedule the Date of Commercial
Operation to be, as ncar as may be, September 1, 1980.

(d) Supply System shall keep the Administrator infomned of all matters
Supply System deems significant with respect to planning, enginecering studies
and construction of the Project, where practicable in time for the Administrator
to cooment thereon before decisions are made. Upon request by the Adninistrator,

Supply System shall fumish or make available to the Adninistrator with reasorable

8 Sec. 2, 3, 4
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promptness, and at rcasonable times, copies of proposed plans, specifications,
invitations for bids and contracts and all certificates delivered to Supply Syster
by any qngincor or architect in connection with such construction, and all bils,
papers, reccords and accounts relating to construction or operation of the I'roject.
(e) Supply System shall awand separate contracts for readily scparable
parts of the work to the extent consistent with construction of the Project at
least overall cost and the high quality rcquired, Construction contracts may
be lump sum or unit price, and may also contain incentive and liquidated damijcs
Clnuses. Supply Systcm shall advertise for bids among qualified contractors and
award the contract after appropriate cvaluation and review to the lowest respons-
ible bidder, or reiject all bids. All bids, bid evaluations and proposed contract
awards for amounts in cxcess of $500,000 shall be submitted to the Administrator
prior to contract award. If the Administrator disapproves the proposed award,
the matter will be rcferred to the Project Consultant as provided in section 10.
(f) The Administrator may, at his option and at Government expense,
maintain a representative at the Project site during the construction of the
Project. Such representative shall have no authority regarding administration
or inspection of the Project construction.
(g) Notwithstanding any other provisions of this agreement, the selection
of the (1) type and specifications for the nuclear stcam supply system, (2)
method of cooling, (3) specifications for the additional turbine-generator and
(4) architect-engincer shall be made only after approval by the Administrator.
(h) The Administrator shall have the right to purchase upon reasonable
terms and conditions energy produced during any test operation of the gencrating

wit of the Project, upon reasonable notice to Supply System of his intention to

9 Sec, 4



do sc¢, given prior to the commencement of such test operation. If the Admin-
istrutor does not excrcisc such right, he shall accept delivery into the Federal
Colurbia River Power System and, upon rcasonable ternns and conc:litions,

shall dclivcr any such energy not purchasced by him to Supply System or its
assignce at nutually agreed points.

S. Financing of the Project.

(a) Supply System shall, in good faith and with due diligence, use its
best cfforts to issuc and sell Bends to finance the costs of the Project and the
completion thercof, as such costs arc defined in the Pond hesolution and, subject
to the provisions of section 11(c), to finance the costs of any capital addi-
tions, rencwals, rcpairs, replacements or modifications to the Project; provided,
l_x_&w_e_v_g_g, that in each such case such Ponds may then be legally issued and sold.

Supply System may, after submitting its financing proposal to the Admin-
istrator, or shall, whenever requested by the Administrator, adopt proceedings
to authorize the issuance and sale of additional Ponds 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 cconomies 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 agrecment, the Bond
Resolution shall be subject to the approval of the Administrator.

6. Budget and Accounting Procedures.

(a) Constiuction Budget. The Adninistrator has heretofore reviewed Supply

System's Construction Budget in connection with the Project. By October 1 of

each ycar until completion of construction 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
the items of construction and the estimated amounts to be expended therefor in *
cach quarter from the succeeding January 1 to estimated date of Project completion
Supply System shall subinit revised Construction Budgets to the Administrator
from time to time to reflect substantial changes in construction schedules, plans,
specifications, or costs. Updated Construction Budgets for the succeeding
calendar ycar and rcvised Construction Budgets for the current calendar year
shall become effective unless disapprovoc.i by the Administrator within 30 days,
‘and seven days, respectively, after submittal., Any item disapproved shall be
referred to the Project Consultant as provided in section 10,

A monthly Construction Budget report shall be prepared by Supply System
and filed with the Administrator showing by major plant accounts or contracts,
the cumulative amounts committed and the cumulative expenditures to date of cach

such report.
(b) Annual Budoct. At least 90 days prior to the expected Date of Com-

mercial Opcration, Supply System shall submit to the Administrator a proposed
Annual Budget for the period from the expected Date of Commercial Operation to
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
succeeding Contract Year. Thercafter, on or before April 1 of cach ycar Supply
System shall submit to the Administrator a similar Annual Budget for the next
succeeding Contract Year, which budget shall take into account the cwmlative
difference between total moneys reccived and expenditures for the prior Contract

Year and provide for adjustment, as necessary, of the appropriate working cash

fund.
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All taxes imposed and required by law t. o paid, and which are due and
payable in a Contract Year, shall be inciuded in the Annual Budget for that
Contract Year as a Project cost. To the extent Supply System is permitted by
law to ncgotiate for payments in licu of taxes or other necgotiated payments to
state or local taxing cntitics, the Annual Budget shall also include the amounts

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

agrec to such negotiated payment if in any Contruct Year the sun of such
negotiated payments to such taxing entities and taxes imposed by law by such
taxing cntitics 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 therecof, 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 asount of ad valorem taxes raised
would be unchanged.

Notwithstanding any other provision of this agreement, costs incurrcd by
Supply System in an emergency or to protect the safety of the Project or the
public shall be added to the Annual Buldget 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 gMfrevised Annual Budget to
the Administrator.

The Annval Budget and revised Annual Budget shallgecome effective unless
disapproved by the Administrator within 30 days and s ven days, respectively,
after submittal. Any item disapproved shall be refer: to the Project Consultant
as provided in section 10.

(c) Accounting. Supply System shall kecp up-to-date books and records

showing all financial transactions and other arrangements made in carrying out

12 Sec, 6



the temns of this agrcement. Such books and records shall contain information
supporting the allecation of Supply Systun's indirect costs associated with the
Project, and the mcthod of allocating or prorating costs or expenses as betwcen
the Project and other activities in which Supply Systom may have an interest
shall be based upon Prudent Utility Practice. Sach books and records shall le
retained by Supply System for three years and shall be made availuble for
inspection and audit by the Adninistrator at anv rcasonable time.

All accounts shall be kept so as to permmit conversion to the applicable
system of accounts prescribed for electric utilities by the Federal Power
Cammission.

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, documents, and other evidence pertaining to
the costs and expenses incurred or claimed under such contric. to the extent
-!d in such detail as will properly reflect a'! costs related to this agrecment
and shall require such books, records, docunents and cvidence to be made available
to the Adninistrator at all reasonable times for review and audit for a period of
three ycars after final settlement of the applicable contracts.

(d) All moncys 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 wntil
such surplus moneys can be appropriately applied in a future Contract Year.

7. Operation and Maintenance of the Project,

(a) Supply System shall cperate and muintain the Project in accordance

with Prudent Utility Practice, so as to mect the r~quirements of the Atomic Fnergy
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Commission, and other governmont agencies having jurisdiction and the applicable
requirciments of bonud resolutions.

(b) During any hour in which the Project does not generate power for \
station use and losscs to the high voltage teminals of the Project substation,
the Admninistrator shall furnish such power, except for amounts others are
obligated to supply under the Project Exchange Agrecments and Not Billing
Agreements, to the Supply System at the point of delivery specified in

section 11 of the Net Billing Agreements; provided, hevever, that deliveries

of such power may be interrupted or reduced in the case of system cmergencies,
or in order to make repairs, replacements or necessary additions to or perforn
maintenance on that portion of the Federal Columbia River Power System necessary
to provide such power.

8. TFuel,

(a) At least 60 days prior to the anticipated date of award of the initial
fuel contracts, Supply System shall submit the proposcd provisions of such
contracts to the Adninistrator. Within 180 days after the date of award of such
contracts, and annually thereafter until the Date of Commercial Operation, Supply
System shall preparc and submit a fuel munagement plan (Plan) to the Administrator.
Each year after the Date of Cormercial Operation, the Plan shall be submitted
at the same time as the Annual Budget is submitted pursuant to section 6(b).
Supply System shall amend thc Plan as reasonably required to reflect changes in
conditions unforescen at the time the Plan was prepared.

Supply System shall consult with the Administrator in the preparation of
the initial and cach subsequent Plan. The Administrator shall furnish Supply
System all necessary forecasts of the gencration requirements of the Project.
Such forecasts shall indicate the manner in which the Project is to be operated

to integrate and coordinate the Project with hydioclectric and other themal
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resources available to the Administrator. Supply System shall rely upon such
forecasts in preparing the Plan.

The Plan shall cover a period of at lecast the next succe‘eding ten years.,

It shall include a cash flow analysis of forecasted expenditures and credits
for cach rajor component of the fuel cycle, by years, for the entire period,
and cash flow by months, for the first five ycars of the period. The Plan
shall also include, but shall not be limitcd to, forecasts of the dates and
details of fueling outages, contracts for cach component of the fuel cycle,
shipments and any licenses or pemnits required therefor and any other pertinent
actions.

Each Plan (incluling the provisions of the initial fuel contracts), any
changes therein, and costs relating thereto shall becone effective unless
disapproved by the Admninistrator within 30 days after submittal; provided,
however, that whencver in his judgment it is practical to do so the Administrator
shall notify Supply System in writing within ten days after each such submittal
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 fucling, Supply System shall prepare in consulta-
tion with the Administrator and furnish to the Administrator its best estinate
of the kilowatt-hours of net cnergy available from the Project to the next
scheduled fueling date and the estimated fixed and variable wnit cost per net
kilowatt-hour and fumish to the Administrator such other data as may be requested
by the Administrator. Supply System shall review the data with the Administrator
at least monthly and revise such data as nccessary.

9. Pemmits. Subject to any regulations of the Atomic Energy Commission

pertaining to the Projcct, if by the tems of this agreament any equipment or
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facility of either party is, or is to be, located on the property of the other,
a pemit to install, test, maintain, inspect, replace, and repair during the
tem of this agrcement and to remove at the expiration of s;id term such cquip-
ment ahd facility, together with the right of ingress to and egress from the
location thereof at all reasonable times in such temm, is hercby granted by the
other party.

10. Administrator's Amproval and Proicct Concultant,

(a) All proposals of Supply System, including but not limited to, bu».lgcis,
plans, actions, activities, or matters suhmitted to the Administrator under any
provisions of this agreement shall inclulc itemized cost estimates and other
detail sufficient to support a comprehensive review, including but not limited
to, a copy of all supporting rcports, analyses, recommcndations, or other
documents pertaining thereto. If the Administrator does not disapprove the
proposal within the time specitiied, or if no time is specified, within seven
days after receipt, the proposal shall be deemed approved. Any proposal
disapproved shall be segregatcd so that exact items of difference are identified
and shall become cffective immediately as to items not disapproved.

(b) Except as provided in sections 4(g), S(b), 11(b), and the third para-
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
Prudent Utility Practice. Such disapproval shall describe in what particular
the proposal or item is not consistent with Prudent Utility Practice and shall
at the same time recommend what would meet that standard.

When any proposal or item is so disapproved by the Administrator, Supply
System shall adopt the suggestion of the Administrator or within seven days after

reccipt of such disapproval, shall appoint a Project Consultant acceptable to the
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Administrator to review the proposal or itun in the maumer described in this
section. 1f the partics shall not agree upoﬁ the selection of the Project
Consultant, Supply System shall promptly request the Chief Judge of the United
States District Court for the Western District of Washington to appoint the
Project Consultant.

(c) The Project Consultant shall consider all written arguments and
factual materials which have been submitted to it by cither party within ten
days following its appointrment, and as promptly as possible after the expiration
of such period, make a written detemmination as to vhether the proposal or item
disapproved by the Aduinistrator referred to it by Supply System would or woul
not have been consistent with Prudent Utility Practice. 1f the Project Consultant
determines that the proposal or item referred to it was not consistent with
Prudent Utility Practice it shall, at the same time, recomaend what would, wnder
the same circumstances, have meot such test.

Proposcls or iteis found by the Project Consultant to be consistent with
Prudent Utility Practice shall become immediately effcctive. Proposals or items
found by the Project Consultant to be inconsistent with Prudent Utility Practice
shall be modified to confom to the recommendation of the Project Consultant or
as the partics otherwisc agree and shall become effective as and when modificd,

(d) All costs incurred by Supply System for or by rcason of employing a
Project Consultant under this agreement and the Net Billing Agreements shall be
a cost of the Project.

(e) 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 continuc 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 nmutual agreanent by Supply System and the Administrator prior
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to the time such item affects operation of the Project; provided, hovever, 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 nct increase in the cost of consiruction or operation
of the Project resulting from such item without ciarge to the Project to the
extent such item was inconsistent with what the Project Consultant detemmined
would under such circunstances have met such test. Notwithstanding other provi-
sions of this section 10(c), whencver a proposal has been referred to the Project
Consultant, Supply System shall operate in accordunce with Supply Systen's
proposals until such propnsal has been resolved by the Project Consultant,
whenever Supply System detemmines that the Adiministrator’s proposals would
create an immediate danger to the safc operation of the Project.

(f) The Administrator's approval or failure to disapprove any plan,
proposal or item pursuant to the temms of this agrecment shall not render the

Jovernment, its officers, agents, or employees, liable or responsiblc: for any

—

injury, loss, damage, or accident resulting from ownership, design, construction,
operation, or maintenance of the Project.

(g) The word "item'" as used in this section means the item described
including the cost specified thercfor.

11. Replaccments, Repairs and Capital Additions.

(a) After the Date of Commercial Operation Supply Svstem shall submit
its plan, including but not limited to a firancing plan, and budget of expendi-
tures to the Adninistrator for each replacement, repair, or betterment relating
thereto, or capital addition required by govermicntal agencies, each as related
to the Project and having & cost, as estimated by Supply System, in excess of

$3,000,000; provided, hewever, that if the estimated cost of any such replacement,
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repair, or betterment relating thereto, or capital addition required by govern-

mental agencics, cxceeds 20 percent >f the then depreciated value of the Project,
the Adninistrator may direct that Supply System ond the Project in accordance
with section 15. If the parties cannot agree upon such estimated costs, such
estimated costs shall be referred to and determmined by the Project Consultant,
If the Administrutor does not so direct within Y0 days from the date such esti-
mated cost has been so agreed upen or detemined, Supply System shall procecd
wita its plan and budget of expenditures for such replacement, repair, or
bettermment relating thercto, or capital addition required by such governmentul
agency. Lach such plan and budget or updated or revised budget relating thereto
shall be submitted to the Administrator and shall become effective at the tine
and in the manner provided in section G(a).

(b) Notwithstanding any other provisions of this agreement, Supply Svstom
shall not expend or obligate, without prior approval of the Administrater, |
ioncys exceeding $50,000 in any Contract Year for capital additions to the
Project unless such capital additions are required by governmental agencies.

(c) If in any Contract Year the amounts in the Annual Budget for rencwals,
repairs, replaccments, and betterments, and for capital additions necessary
to achieve design capability or required by govermiental agencies (Amounts for
Extraordinary Costs), whether or not such amounts arc costs of operation or
costs of construction, exceed the amount of reserves, if any, maintained
for such purpose pursuant to the Bond Resolution plus the proceceds of
insurance, if any, available by reason of loss or damage to the Project, by
the lesser of:

(1) an amount of $3,000,000 or




(2) an amount by which the amount of the Administrator's estimate

of the total of the Administrator's net billing credits available in such
Contract Ycar to the Participants pursuant to scction 7(a) of the Net
Billing Agrcements and the amounts of such reserves and insurance proceeds,
if any, excecds the Annual Budget for such Contract Year exclusive of
Amounts for [xtraordinary Costs,
Supply System shall, in goed faith, usc its best efforts to issue and sell
Bonds to pay such excess in accordarce with section 5(a).
12. Insurance.
(a) Supply Systcm shall maintain in force, for the benefit of the Project,
the Adninistrator, Supply System, and the Participants as their respective

intercsts shall appear, as a Project expense, such insurance as will satisfy

the requirements of the Bond Resolution, the Atomic Encrgy Act of 1954 as amcended,

other insurance required by applicable statutes, and such other insurance as the
partics agree. Subject to section 11 any preceeds 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 ﬁot, without the conscent of the Administrator
and the Participants' Review Board as establishied pursuant to section 17 of the
Net Billing Agreements, cause the insurance on the Project to be extended to
any additicnal units or generating projects or to lapse to pemit the extension
of such coverage.

(b) The Administrator may request additional insurance to the extent
available, and Supply System shall purchase such requested insurance at the
Administrator's expense. The proceeds from such requested insurance shall be

disbursed as directed by the Adninistrator.

20 Sec. 12
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13. Inspection of Project Facilities. The Administrator may, but shall

not be obligated to, inspect the Project at any reasonable time, but such
inspection, or failure to inspect, shall not 1ender the Govermment, its office:
agents, or amployces, 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 thie expenscs
thercof shull be part of the direct or indirect costs of construction or costs
of operation as appropriate.

15. End of the Project. The I'roject shall temminate and Supply System

shall cause the Project to be salvaged, discontinued, decomnissioned, and
disposed of or sold in whole or in part to the highest bidder(s) or disposcd
of in such other manner as the parties may agrcce when

(a) Supply System determines it is unable to construct, opcrate, o1
proceed as owner of the Project duc to licensing, financing, or operating
conditions or other causes which arc beyond its control;

(b) the partics detemine the Project is not capable of producing energy

"8

consistent with Prudent Utility Practice or, if the parties disagree, the Project

Consultant so detemires, or
(c) the Adninistrator directs end of Project as provided in scction 11(a).

The date of termination shall be the earliest of the date of the determin-

ation under subsections (a) or (b) above or the datc of direction under subsection

(c) above.

16. Assignment of Agreement. This agrecment shall inure to the benefit

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

21 Sec. 13, 14, 15, 16
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partics to this agrcement; provided, hovever, that neither this agreement nor

any interest therein shall be trans ferred or assigned by (a) Supply System to

any cntity other than the United States or an agency thercof without written
consent of the Administrator, or (b) the Administrator to any party other than
the United Statcs, or an agency thereof, without written consent of Supply System.

17. Applicability of Other Instruments. It is recognized by the partics

hercto that Supply System in thc ownership, corstruction and operation of the

Project must comply with the requirements of the Bund Resolution and all licenses,

permits and regulatory approvals necessary for such ownership, construction and

operation, and it is, therefore, agrecd that this agrecrment is made, and referrals

to the Project Consultant hercunder shall be, subject to the temms and provisions

of the Bond Resolution and all such licenses, pemmits, and reg..atory approvals.
IN WITNESS WilFRUOF, the parties hercto have exccuted this agreement in

several counterparts.

UNITED STATES OF AMERICA
Departiment of the Interior

(SEAL) By

Bonneville Power Agninistrator

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

(SEAL) By
Title

ATTIST:

By

Title

22 Sec., 17



| EXHIBIT A

PROJECT CQL\PACTERISTICS

WASHINGTON PUBRLIC POWER SUPPLY SYSTIM

NUCLEAR PROJECT NO. 1 '

The Washington Public Power Supnly System's Nuclcar Project No. 1 is
expected to have a net clectrical plant capability of approximately 1230 My,
A new pressurized water reactor nuclear steam supply system simdlar
to other rcactors now wider construction will replace the NPR as a stcam
source, It will include, but not be limited to, a nuclear reactor, fucl,
control systems, primary coolant loops with steam generators, enginecred
safcguard systems, radwaste systen, service systems, containment building

and other auxiliary facilitics.

Steam will be fed from this ncw reactor to a new topping turbine and
gencrator with a nameplate rating of approximatecly 400 My housed in an exten-
sion of the cxisting turbine-gencrator building of the Generating Facilities.
New piping will transmit low pressure exhaust steam from the nmew topping
turbine to the existing low pressure turbinc complex which is a part of the
Generating Facilities. The existing turbines may be modified, including the
addition of extra stages of blades; and such modifications, additions and
alteration to the condensers, cooling system, feedwater heaters, fecdvater
pumps, instrumentation, control systems, auxiliary startup power facilities
and other components of the Generating Facilities 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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(12-3-069)

PROVISTONS REOUIRED RY STATUTE OR FXFCUTIVE ORDER

1. Contract York Hours and Safety Stondards.

This contract, to the extent that it is of a character
specified in the Contract Work liours and Safety Scandards Act
(Public Law 87-551, 76 Stat. 357-300, as ainended ) and is not
covered by the Walsh-Healey Pulilic Contr -cts Act (41 U, §. C.
35-45), is subjcct to the following provisions and to all other
provisions and exceptions of said vontract Work Hours and Safety
Standards Act.

(a) No Controctor or subcentractor contracting for any
part of the contract vork which nay recvire or involve the
employment of loborers or mecn nics shall require or permit any
laborer or mechanic in any woro-eek in vaicn he 1s cm loyed on
such work, to work in citess or cizht heurs in any calendar day
or in exccss oi rorty hours in fay workweek unless such laborer
or mechanic receives compensatica at a rate not Jess than cone
and one-half times his basic rate of pey for all hours worked
in cxcess of ei~nt hours in auy calendar day or in cxcess ol
forty hours in such workweek, hicunever is the greater number
of overtimc hours.

(b) JIn the cvent of any violation of the nrovisions of
subscction (=), the Contractor -ud any subcoutractor responsible
for such violation shall be liable to any afiected emnloyce for
his uaraid w-res. In additic:, such Contractoi er subcontracter
shall be li:ule to tha United States for Jiguidated damages.
Such liquidated damages shall be compuicd, with respect to each
individua) l:vorer or mechanic cnloyed in violation of the
provisions of subsection (a), in the sum of 310 ior each calendar
day on which such employee was rcquired or permiticd to worik in
excess of cizhit hours or in cxcess of forty hours in a workweek
without payaeut of the requircd overctime wages.

(¢) 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 tocunt of wazes required
by this controct and such sums as may odwinistratively be d:ier-
mined to be nccessary to satisfy any licbilities of such Contractor

?g)subcontractor for liquidated damages as provided in subsection

d) No contrcctor or sivbecentractor contracting for any
part of thc contract wvork shall require any laborer or mechanic
employed in the performance oi the contract to work in surround-
ingas or under workin~ conditions whieh rrs unsanitory, hazardous,
or danpgerous to hia h:alth or safety, as determined under con-
struction sufety and hoalth sctondards pronulgated by the Sceretary
of Labor by ragulation bascd on procecdin s purcuant to soction 5353
of title S, Vnitad States Cody, providid that such proceedinegs
inciude a searing ol 142 naLure autaorin:a by Siiu section.



(¢) The Contractor shall rejquire the forepoine subsections
(a), (b), (c), (d) and this subsection (¢) to be inserted in all
subcontracts.

(f) The Contractor shall keep and meintain for a period
of threc (3) yecars from the completion of this contract the in-
farmation requircd by 29 CFR & 5J6.2(a). Such material shall be
made available for inspection by authoriied represcentatives of
the Covernment, upon their request, at reascnable times during
the normal work day.

2. Convict Labor. The Contractor thall not employ any person
undergoing sentence of imprisonment ot hard labor.

3. Equsl Owortenity. Unless excrmted wursuvant to the provisiens
of Liccuiive vicer 112:50 of Scztanber 24, 1965 ond the rules,
regulations and relevant ordars oi the Secietary of Labor tihores
undcr, dwine the perforaznce of thin contract, the Contraccor
agrees as foalors:

(a) The Contracter will not discriminate agmainst any
employee or applicant for enplovinent becanse of race, color,
religion, s¢x, or national! origin., The Contractor will tale
affirmative action to ensurz that applicents are eiployed,
and that cmyleyees are trcated during enplioyment, without
regard to their race, color, religion, rex, or national origin.
Such action shall include, but net be linited to, the folloving:
employment, upgrading, dermotion or tran:sfer; recruitment or
recruitrent advertising; layoif or torminintion; rates of pay cor
other forms of cormousation and selecrion for training, including
apprenticeship. The Contractor arreze to post in conspicuous
places, aveilable to eiploycees and anplicants for empleovrantg,
notices to be provided by the Administrator setting forth the
provisions of tnis equal opportunity clause.

(b) The Contractor will, in all solicitations or adver-
tiscments for employees placed by or on behalf of tne Contractor,
state that all qualified applicants will receive consideratioen
for employment without regard to race, color, religion, sex, or
national origin.

(¢) The Contractor will send to each labor union or repre-
sentative of workers with which he has a collective barraining
agreement or other contract or understzading, a notice, to te
provided by the Administrator, advising the labor union or
vorker's represeuntative of the Contrsctor's cormitments under
this equal opportunity clause and shall post copies of the notice
in conspicuous places available to empleyees and applicants for
employment.

(d) The Contractor will comply with all provisions of
Executive Order No. 11246 of Scptember 24, 1965, and of the
{ugcs, regulations, and relevant orders of the Secretary of

avor,

(e) The Contractor will furnish al) information and reports

required by Fiecutave Ovder Lo, 11290 of septeseer 44, 1705, and
by the rules, rcgulations, and orders of the sceretary of Lalbor,

2



or pursuant tiareto, and will permit access to his books, rccqrds,
and accounts by the Adninistrater and (b2 secretary of Labor for
purpuses of investigations to ascertain coupliance with such rules,
regulations and orders. \

(f) 1In 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 centract ray‘hc cancelled, tcrqxnutad,
or suspended in whole or in part und the Contractor may be cfclar;d
incligible rfor further Covernment coutro-ts in aqcorQaqcc with

rocedures authorized in Exzcutive Ordcr No. 112406 of September 24,
965, and such othcr sanctions riay be iiposed and remedies invokea
as provided in Executive Order No, 11246 of September 24, 1965, or
bty rule, resulation, or order of the Secretary of Labor, or as
otherwise provided by law.

(g) The Contrrctor will inclvde the provisions of para-
graphs ?a) throuch (z) in evCyr rubcontrict or purchase order
unless exumpted by tvles, repulations, or orders of the Secretory
of Labor issu.d purstant to Hcetion 204 of [recutive Order No.
11246 of Scntc.ber 2%, 1965, vo that such provisiens will be
birding upon cach subcontractor or vendor. The Contractor will
take such acticn with raspect to any subcontract or purchase
order as the Administrator ma2y direct as a means of eaforcing
such pr-visiors including sonciieons for noncemplicuce; rovidead,
however th-t in the event tke Contracter becomes involvea in,

Or is r reatened with, Jitigation vith a subcontractor or verder
as a r ulc of such direction by the Adrinistrator, the Contracter
may rco.est tie United States to enter ints such litigution to
pProtec. the interests of the United Statcs.

4. Intersrt of dember of Conerses. No Menber of or Delegate to
Congr: 58, or Acgident Comnssioansr shall be admitted to any snare
or part of this contract or to Any benefit that moy arise there-
fron. Hotuing, howvever, herein centained shall be construed to
extend to such contract if made with a4 corporation for jits gen-
eral bencfic,
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that are opercted moconpew tion with bypeohiet Stear troin the dew Prodoct ton
Reactor (NPE) of the Ateric Lnergy teruission (A1C) on the lanford Reservation;

WMIFREAS the A1C has motificd Sondy Svatom of its intention to discontimic
dual purpese operation of the NURand bappls Hrster, the Administrator aid the
Participants, being all the partics t5 tie lanford ixchange Agreer: nts, have
agreed that Supply Syoton shoell comstruct a nucloar stean supply facility
and additional gencrating facilitics which can be used in conjunction “i}h
the Generating Facilities; and

WHEREAS Supply System, the Administrator and 76 utility participants
have cxecited Hanford Fxchiwee Aeroements which provide for the purchasc
of Project OQutput from the 'bmford Project by the Participants and the
exchange of such Proiect Gutrut with the Advmstrator for fim electric
power and cnerpy; and

WHEREAS Spply System proposes to design, finmce, comstruct, operate
and maintain the Project; and

WIEREAS the Participant proposcs 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

WHERFAS Supply Svstem and the Participant have each determined that
the sale by Supply Svstem to the Participant of the Participant's Share and
assignment thercofl to the Adnintstrator as herein provided will be benefi-
cial to it by reducing the cost of and increasing the amowunts of firm power
and encrgy which will be available to serve its members or customers in the
future; and

WHEREAS the Administrator has determined that the acquisition of the

Participant's Sharc as herein provided will assist in attaining the objectives

3 Recitals



WHEREAS the Administrator, Supply System, The Montana Power Company,
Pacific Power & Light Company, Portland Ceneral Electric Company, Puget
Sound Power § Light Company, and The Washington Watcer Power Company expect to
enter into Project lixchange Agrecments simultancously with this agreement, which
among other things provide for the purchase of Project Capability from the Project
and the exchange of such Project Capability for fim power from the Administrator;
and

WHEREAS 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 censtruct, acquirc and operate works, plants, and facilities 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 produccd
thereby; and

WHEREAS fhc Administrator is authorized pursuant to law to disposc of
clectric power and cnergy gencrated at various Federal hydroelectric projects
in the Pacific Northwest and to enter into related agreements;

NOW, THEREFOIJ:, the parties hereto mutually agree as follows:

1. Definition and Explanation o/ Temms.

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

. than 45 days prior to the beginning of cach Contract Year which itemizes the

projected costs of the Project applicable to such 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, including (1) all obligations of Supply
System incurred with respect to the Hanford Project, including its obligations
under Supply System Resolution .\o 178 and the Bond Resolution, and (2) accruals

5 Sec. 1
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; (113
This AGREDMENT, exccuted _Frércony { , 4972, by the UNITED STATES

/
OF AMERICA (hereinafter called ''the Goverr[mnt“) » Department of the Interior,

: acting by and through the BONNEVILLE POWER ADMINISTRATOR (hereinafter called
"the Administrator'), and WASHINGTON PUBLIC POWER SUPPLY SYSTEM (hereinafter
called "Supply System''), a nonprofit corporation of the State of Washington,

- and BENTON RURAL ELECTRIC ASSOCIATION, a nonprofit corporation of the State

of Washington (Participant),

WITNESSETH:
WHEREAS Supply System has constructed the Hanford Project which

includes Generating Facilities with an electrical capability of 860 megawatts

2 Recitals



(b) "Billing Statoment” meuns the written statement prepared by Surply
System that shows the amount to be paid to Supply System by the Participant
for the Participant's Sharce for a Contract Year or, in the case of an amended
Billing Statonent, for the remainder of such Contruct Year. Such amount
shall be determined as to the Participant by multiplying the amount of the
Annual Budget or the amended Annual Budget, s the case may be, less any
other funds (including but not limited to amounts payable under the Project
Exchange Agrcements) 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, bends 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 authorize tiic Ponds.

(e) "Contract Year" (1) means the period commencing on the Date of
Commercial Operation, or on Januaiy 1, 1989, whichever occurs first, and
ending at 12 p.m. on the following June 36, and (2) thereafter means the
12-month period commencing each year at 12 p.m. on June 30, except that the

last Contract Ycar shall end on the date of temmination of this agreecment.




.

of the Bonnevillce Project Act and other statutes which pertain to the
disposition of clectric powcr and cnergy from Covernment projects in the
Pacific Northwest by cnabling the Government to make optinum use of the
Federal Columbin River Power System, and that the integration of the capa-
bility of the Project with the generating resources of the Federal
Columbia River Power System as provided herein will cnable the Administrator
to make availablec additional fimm power and energy to moet the needs of his
customers; and

WHEREAS the construction of the Project is a part of the Hydro Thermal
Power Program for the Pacific Northwest and this agrcement is one of a series
of agreements implementing such program; and

WHEREAS the Administrator will pool electric power and energy acquired
hercunder with other electric power and energy available to the Administrator
from the Federal Columbia River Power System so that any costs or losses
associated with acquiring such electric power and energy will be borne by the
Administrator's ratcpayers through rate adjustments if necessary; and

WHEREAS the Administrator and the Participant are parties to agreements
which require payments by the Participant co the Administrator which may be
used to offset payments by the Administrator to the Participant hereunder
under a net billing procedure; and

WHEREAS Supply System and the Administrator propose to enter into the
Project Agreement simultancously with this agreement which will provide among
other things for relationships between Supply System and the Administrator
with respect to Project construction, operation, maintenance and budgets; and

WIERFAS the Administrator and Supply System propose to enter into
agreements with the other Participants containing toms and conditions

substantially identical to those specified herein; and

a Recitals
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(1) buring the period begineing on the date of execution of (s
agrcement and cnding at 12 p.m. on June 30, 1996, such fraction shall be
the Participant's Percentage specified in Exhibit A multiplied by 0.67530.

(2) During the period beginning at 12 p.m. on June 30, 1996, and
continuing for the remainder of the temn hercof, the Participant's
Sharc shall be the Participant's Fercentage 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 sharc 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) hercof during any period in which such reductions or assignments are in
effect.

(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

Participant, but in any event shall conform to the description of the Project
in the Bond Resolution which authorizes the issuance of Bonds in an amount
sufficient to pay the costs of acquiring and constructing the Project.

(0) '"Project Agrecment" means the agreement for the financing, construction,
ownership and operation of the Project, as the same may be amended, executcd
by Supply System and the Administrator (Contract No. 14-05-39211).

(p) "Project Capability" means the actual electrical gencrating capa-
bility, if any, of the Project at any particular time (including times when

the Preject is not operable or operating or the operation thereof is suspended,

9 Sec. 1
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and amortizations, resulting from the ownership, operation (including cost
of fucl) 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 tie Bond Resolution for debt
service and all other purposcs and shall inclide the source of funds pmpqscd
to be used; provided, however, that the Annua! Budget for any portion of a

Contract Yeur prior to the Date of Commercial Operation or September 1,
1980, whichever occurs first, shall include only such tmounts as may be agreed
upon by Supply System and the \dministrator.

A1l 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 licu of taxes or other negotiated
payments to state or lecal taxing cntities, the Annual Budget shall also

include the amounts of such negotiated payments; provided, however, that

Supply System shall not agree to such a negotiated payment if in any Contract
Year the sum of such negotiated payments to such taxing entities and taves
imposcd 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
entities if the Project or portion thercof, 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

s0 that the amount of ad valorem taxes raised would be unchanged.

6 Sec, 1
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Practice, the parties and any Project Consultunt shall take into account (1) th
fact that Supply System is a municipal corporation and operating agency under
the laws of the State of Washington with the statutory duties and respon-ibilitic
thereof and (2) the objective to integrate the entire Project Capability with th
mrating resources of the Federal Columbia River Power System to achicve optinu
utilization of thc resources of that system taken as a whole, and to aclicve
efficient and cconomical opcration of that system. Any practice, methol or
act which pursuant to the Project Agreement is determined to be Prudent Utility
Practice shall be deemed to be Prudent Utility Practice hereunder.

2. Exhibits. Exhibits A through C are by this reference incorporated
herein and made a part of this agreement. Supply System and the Participant
shall cach be the "Contractor" as that temm is used in Exhibit C.

3. Tem of Agreement. This agreenent shall be effective upon exccu-

tion and delivery and, except as provided in section 10(c) and except as to
accrucd obligations and liabilities, shall teminate on the date the Projoct
Agreement terminates.

4. Financing, Design, Construction, Operation and Maintcnance of the

Project. Supply System, in gnod faith and in accordance with the Project
Agreement and Prudent Utility Practice, shall use its best efforts to
arrange for financing, design, construction, operation and maintenance of
the Project.

5. Sale, Purchase and Assignment of Participant's Share.

(a) Sale of Participant's Sharc. Supply System hereby sells, and the

Participant hereby purchases, the Participant's Share. The purchase price
to be paid for cach Contract Year by the Participant to Supply System for

the Participant's Share shall be the amount specified in the Billing Statement,

11 S¢c. 2, 3, 4, 5



(f) "Date of Commercial (peration” mcans the date fixed pursuant to

section 1(f) of the 'roject Agreement.

(g) '"Generating Facilities" means the Hanford Project powerhouse with
two turbine gencrator units with a combined nam-plate rating of 860 megawatts,
related auxiliary equipment, transfommation and transmission facilities.

(h) 'Vanford Exchange Agreciments’ mean: the Exchange Agreements
(Contracts No. 14-03-35345 through 14-03-35363 and 14-03-35569 through 14-03-
35625, inclusively) executed by 76 utility participants, Supply System and
the Administrator providing for the purchasc of Project Output from the Hanford
Project by the Participants and the exchange of such Project Output with the
Administrator for fim power and enecrgy.

(1) "Hanford 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 agreementsv
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 entitics which arc specified in Exhibit
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" ncans the decimal fraction share of Project

Capability purchased by the Participant hercunder determined as [o) lows:
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whenever during a Contract Year the Participant's Percentage changes
from that used in preparing the Billing Statcment for that Contract Year, an
aucnﬂed Billing Statement shall bc prepared for the remainder of that Contract
Year reflecting such change and shall be subritted to the Participant and the
Administrator.

(b) The Participant shall pay to Supply System each Cortract Yecar the
amount specified in the Billing Statement submitted under subsection (a)
above. Such payments shall be made as specified below.

The Participant shall pay to Supply System cach month in a Contract
Year the amount by which the net billing credits and cash payments thereto-
fore reccived from the Administrater by the Participant for that Contract
Year under sectiu 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 month1ly
amounts previously paid to Supply System by the Participant in such Contract
Year.

Each such payment shall be made on or before the thirtieth dav after
(1) the date on cach of the Adninistrator's bills to the Participant which
reflects a credit to the Participant for such Contract Year pursuant to
section 7(a) or (2) the date that payment is received from the Administrator
pursuant to section 7(c). Amounts due and not paid by the Participant on
or before the closc of business of such thirticth day shall bear an addi-

tional charge of two percent of the unpaid amount. Thereafter, a further
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interrupted, interfered with, reduced or curtailed, in cach case in vhole or
in part), less Project station use and losses.

(qQ) "Project Consultant" meurs an individual or fimm, of national repu-
tation having demonstrated expertise in the ficld of the matter or item rveferred
to it, appointed among other things, for the resolution of a difference regarding
a matter o item referred by Supply System. \ different Project Consultant may
be appointed for each matter or item referred. .

(r) "Project Exchange Agrecments' means the agreements entercd into by
Supply System, the Administrator and cach of The Montana Power Company,

Pacific Power § Light Company, Portland General Electric Company, Puget Sound
Power & Light Company, and The Washington Water Power Company (Contracts No.
14-03-39212 through No. 14-03-39216, inclusive).

(s) "Prudent Utility Practice' at a particular time means any of the
practices, methods and acts, which, in the cxercise of rcasonable judgment
in light of the facts (including but not limited to the practices, methods
and acts cngaged 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 fumctional 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. ['rudent Utility Practice is
not intended to be limited to the optimm 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

10 Sec. 1



in the full amount of the Administrator's billings in that month under
the Participant's Bonncville Contracts. A billing credit computed in
i the same monner shal. be allowed in cach of the succecding months

(except the last) in that Contract Year until the full amount owed by

. n
'

‘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 agreement:

i requiringy the Administrator to make pavments to the Participant: In

the month preceding each such Contract Year and in each of the succeeding
months (cxcept the last) in that Contract Ycar the Participant's billing

‘ credits under this agreement shall be offsct in the manner specified in

(1) above against the payments duc from the Administrator under all
agreements of the Participant requiring the Administrator to make pay-
ments to the Participant, in the proportion that the amount specificd
in the Billling Statement bears to the sum of the amounts to be paid by

; the Administrator under all such agreements for that Contract Year.

X The total offscts allowed to the Participant hereunder for a Contract Year

| shall not excced the sum of (1) the amount specified in the Billing Statement

' for that year and (2) any amount paid by the Participant for a prior Contract
-‘ ! Year which remains unpaid by the Administrator to the Participant under this
agreement .

"Participant's Bonneville Contracts' as used in this section means all

——— e W

contracts or agrecments between the Participant and the Administrator which
i require payments by the Participant to the Administrator for sale and
‘ exchange of electric power and energy, operation and maintenance of facilities,

use of transmission facilities, and emergency and standby power.
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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, operable

or operating and notwithstanding the suspension, interruption, interference,
reduction or curtailment of the Project output, and such payments shall not
be @jcct to any reduction whether by offset or otherwise, and shall not he
conditioned upon the performance or nonperformance by Supply System or the
Administrator or any other Participant under this or any other agreement or
instrument .

(b) Assignment of Participant's Share to the \dninistrator. The Par-

ticipant hereby assigns, and the Administrator hereby accepts the assignment
of, the Participant's Share. In consideration of such assignment, the
Administrator shall provide to the Participant the pamyments, offsets and
credits specified in section 7 and section 10 in the manner provided therein,
whether or not the Project is completed, operable or operating and notwith-
standing the suspension, interruption, 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 performance or nonperformance by Supply System, the
Participant or any Participant under this or any other agreement or instrument,

6. Payment by the Participant.

(a) Not less than 45 Jays prior to cach Contract Year, or whenever the
Annual Budget for such Contract Year is amended, Supply System shall prepare
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 Soc. 6



net balances that cannot be net billed shall be paid in cash to the Partic-
ipant by the Adnimistrator, subject to the availability of appropriations
for such purposes. '

(d) The 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 net billing obligations to the
Participant under all agrecments providing for net billing.

(¢) If all or a portion of the Participant's Share is assigned under
this section 7, the Participant shall nevertheless remain liable 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 assipnee
of the portion of the Participant's Share 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 commence such suits, actions or proceedings, at law or in equity, including
suits for specific performance, as may be necessary or appropriate to cnforce
the obligations of the Participant with respect to such liability.

(f) If assignments pursuant to section 7(b) of the other Net Billing
Agreements cannot be made in amounts sufficient to balance dollar obligations
of the Administrator and any other Participant, the Participant shall accept

on a pro rata basis with other Participants assignment of a portion of such

other Participant's Share, to the extent required to eliminate such insufficiency

provided, however, that the sum of such assignments to the Participant wunder
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charge of one half percent of the initial awount remaining unpaid shall be added
on the last day of each succeeding 50 day period until the amount due is paid
in ful). Remittances received by ma:l will be accepted without assessment )
of the delayed payment charges referred to ajove provided the postmark
indicates the payment was mailed on or befor: the thirtieth day after the
date of the bill, If the thirticth 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.

(¢) In the event that Supply Svstem bears any cost under section 10(e)
of the Projoct Agreement the Participant will pay to Supply System an
amount cqual to the amount of such cost multiplied by the Participant's
Percentage, in addition to the payments specified in section 6(b) hereof.
Payments wnder this section 6(c) shull be made within 30 days fiom the date
of mailing of the statement stating the amount of the payments.

7. Payment by the Administrator.

(a) Vor each Contract Year, the Administrator shall pay to the Par-
ticipant an amount cqual to that set forth in the Billing Statement for
that Contract Year. The Administrator's paywents shall be effected by
means of credits against the Administrator's monthly billings to the Par-
ticipant under the Participant's Bonneville Contracts, as follows:

(1) For Contract Years in which this is the only agreesent

requiring the Adninistrator to nake payments to the Participant: In

the month preceding each such Contract Year the Administrator shall
allow a billing credit in the fom of an offset to the Participant

14 Sec, 7



by Supply Systcm for the Participunt's account at the point—of delivery

specified in sc-tion 11, for cither the expected period of such inability

or the remainder of the tem hereof, whichever is specified by the Participant
when it elects to have such cnergy delivered to it. The amount of such
dcliycry shall be limited to the amount of tho Participant's Share for which
payment cannot be made, at the time the Participant clects to have such
delivery made to it, by net billing with the Participant or assignees or by
direct payment by the Administrator hereunder. The Participant's obliga-
tions to assign its Participant's Share to the Administrator and the \duin-
istrator's obligutions to acquire such share and mike payments to the Par-
ticipant under this agreement shall then be appropriately modified. The
Administrator's prior obligations to the Participant not previously liguidated
pursuant to the temms of section 7 shall be preserved until satisfied.

(0) If the Participant clects to withdraw all or a portion of its Pur-
ticipant's Share as providcd in this scction, the Administrator will transmit
such share to any point(s) of delivery on the Federal Colunbia River Powch
System designated by the Participant whore the Adninistrator detemines
such share can be made availoble, will supply station service and losses
related to such share during shutdown of the Project, and will provide
forced-outage reserves for such share, under the same terms and conditions
as provided in contracts for similar service then being offered to other
utilities in the PMacific Northwest owning interests in large thermal projects.

(c) Upon withdrawal of any portion of the Participant's Sharc under
this section, the Participant shall schedule such pertion in the same manncr
as provided for the Administrator in section 8, and the Administrator's

rights under section 8 shall be correspondingly reduced.
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(b) If for any Contract Ycar, the Administrater detemines that the
dollar obligations due the Administrator fron the Participant, referred to
in subsuction (a) above, are or are expected to be insufficient to offset
the.Administrator's dollar obligations to such Participant under subsecction
(a) above, and, in the opinion of the Administrator and the Participant, are
expected to remain insufficient for a significant period, the Administrator
shall usc 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 tem of this agreement to the ¢xtent required
to eliminate 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
assignment is made to a customer who is not one of the Participants. If
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 ({) of this section in the other Net Billing

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 accunulated balance in favor of the Participant
from a previous Contract Year is expected by the Adninistrator to be carried

for an additional Contract Year, such balance and any subsequent monthly
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shall be prepared by Supply System at the carlicst reasonable tine. Such costs
of salvage, discontinuanc:, decormissioning, and disposition or sale shall
include, but shall not be limited to, all of Supply Svstem's accrued costs and
liabilitics resulting from Supply System's ownership, construction, operation
(including cost of fuel) and maintcnance of aad rencewals and replacements to

the Project, all other Supply Svstem costs resulting from its ownership of

the Project and the salvaze, discontinuance, decommissioning, and disposition

or sale thercof, and aull amounts which Supply Svstem is required wuicr the
Bond Resolution to pay in cach year into the various funds provided in the
Bond Resolution for debt service and all other purposces wntil the date that
all of the Bonds have been paid or funds set aside for the payment or retive-

ment thercof in accordance with the Bond Resulution.,

7 The monthly accounting statements shall credit against such costs all
amounts reccived by Supply System from the lisposition of Project assets,

{ including but not limited to wwounts pavable wunder the Project Ixchange

Agreements. The final accounting statement shall credit the fair market value

J of any asscts rclated to the Project then retained by Supply System. [ the

monthly or final accounting statcments show that such costs exceed such
credits, the rarticipunt shall pay Supply System at times reasonably agreed
upon the sum determined by multiplying the amounts shosn to be duc in the
' monthly and final accounting statements by the decimal f{raction then used

in expressing the Participant's Percentage. In any case such payments shall
; 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

- the Bond Resolution to pay in cach year into the various funds provided in
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this subsection shall not without the consent of the Partié;pant exceed an
acaumnuluted maociman of 25 percent ef the Participant's Share specified in
section 1(m)(2), nor shal' any such assignment under this subsection cause )
the estimate of the payments to be made by the Participant to Supply System
under this agreement to exceed the cstir—natc cf the Administrator's billings

to the Participant for cach Contract Year during the period of such assign-
ment, both such estimatecs to be made by the Alministrator.

(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 each work day beginning on the day
preceding the Date of Commercial Operation (work day meaning a day which the
Adninistrator 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! require for each hour of the following day or days;

provided, however, that the Administrator may during any hour request deliven

of other amounts of such energy. Supply System's dispatcher, within the capabil-
ity of the Participant's Share and in accordance with Prudent Utility Practice,
shall schedule for deliverv to the Administrator at the point of delivery
specified in scction 11 for each liour in the temm herecof the amounts of energy
so requested by the Administrator.

9. Participant's Right to Use Project Capability.

(a) If the Administrator is unable to catisfy his obligation to the
Participant by net billing, assignment or cash payment under section 7, and
detemmines, in consultation with the Participant, that this inability will
continue for a sigaificant peried, the Participant may dirvect that all or

a portion of the energy associated with the Participant's Share be delivered
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Whenever the Participant schedules any portion of its Participant's
p Y I

Share, the Participant anc the Administrator shall (1) schedule at lcast

ect as determined by Supply Systea ualess all Participants with similar
obligations to schedule and the Adninistrator agrec to a shutdown of the
Project; provided, 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 shutdown, and (2) supply to the Supply System
all necessary forecasts of their generation requirements from the Project
for ensuing periods as necessary to cnable Supply System to prepare

the fuel managerment plan pursuant to section 8 of the Project Agrecment.

10. Temination Scttlements.

(a) If the Project is ended pursuant to scction 15 of the Project
Agrecment, Supply System shall give notice of termination of this ugreement
effective upon the date of temmination of the Project Agreement. Supply
System shall temminate all activitics related to construction and operation
of the Project, and shall undertake the salvage, discontinuance, dccommis-
sioning, and disposition or salc of the Project, as provided in the Project
Agreement. After such termmination, Supply System shall provide monthly aéccunting
statements to the Administrator and the Participant of all costs associated
therewith. Such monthly accounting statements shall continue until all
Bonds have been paid or funds set aside for the payment or retirement

thercof in accordance with the Bond Resolution or tue final disposition of

|
their respective proportionate shares of the minimm capability of the Proj-

the Project, whichever is later, at which time a final accounting statement
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not be subject to tcmmination by any party under any circumstances, whether

basced upon the default of any other party under this agreement, or any other
instrument, or othcrwise, cxcept as specifically provided in this agrecment,

(b) This agreement shall not be amended, modificd, or otherwise changed
by agreement of the partics in any manner that will inpair or adverscly
affect the sccurity afforded by the provisions of this agrecment for the pi
ment of the principal, interest, and premium, if any, on the Bonds as they
respectively become payable so long as any eof the Bonds are outstanding and
unpaid or funds arc not sct aside for the payment or retirement thercof in
accordance with the Bond Resolution.

(c) If any Net Billing Agreement is amended or replaced so that it
contains terms and conditions different from those contained in this agrec-
ment, the Adninistrator shall notify the Participant and upon timely request
by the Participant shall amend this agrecment to include similar terms and
conditions.

15. Hanford Exchange Agreement.

(a) If the Participant is a party to a Hanford [xchange \greement, the
partics hereto agrce (i) to the usc and employment of the Generating Facilities

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

~Resolution, (ii) that the clectric power and energy to be rroduced by the

Project, including the electric power and encrgy to be produced by the Cenerating
Facilities, shall be disposed of to the parties, in the quantities, foy the
periods and under the terms and conditions prescribed in the Net Billing
Agreements and the Project Exchange Acreements, and (1ii) that the execution

and delivery of this agreement doc = not affect, limit, modify, alter, release,

or discharge their respective rights and obligations under such Hanford




&

the Bond Resolution for debt service und all other pumposes. 1f the final
accounting statemnt shows that such credits excced such costs, Supply Syster )
shall pay at times rcasonably agrced upon an amount determined by multiplying
such excess by the Participant's Percentage, such asounts to be divided
between the Administrator and the Participart as their interests may appear
Such excess credits shall bear interest from the date of such final accountine
statement to the date of payment, at the average of the annual interest rates
for each month during such *ime for three-to-five year issues, United States
Government sccurities (taxable), Money Market Rates, as published by the Board
of Governors of the I'cderal Reserve Syvstem in the "Federal Reserve Bulletin' or
cquivalent publication or the maximuea rate lawfully pavable by Supply Svstom,
whichever is less,

(b) To the extent of the Participant's Share then assigned to the
Administmtm", the Administrator shall pay the Puarticipant the amounts, if
any, paid by the Participant to the Supply Svstem pursuant to this scction.
Such amounts shall be paid in the manner specified in section 7 and at such
times as the partics agree upon.

(c) The provisions of this scction 10 and the provisions of sections
5(a) and 5(b) describing the circumstances under which payments are to be
made in this section 10 and the provisions of section 15 shall remain in
effect notwithstanding termination of this agreement pursuant to section 3.

11. Provisions Relating to Delivery. Deliveries of electric power

and energy to the Administrator shall be made at the point of delivery and
at the approximate veltage described below. Such electric power and cnergy

shall be in the form of three-phase current, alternating at a frequency of
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I8, vurticipants’ Heview Board.

(a) Composition; clection. Not more than 30 days after the excecution
of this agreerment, and thercafter not less than 60 days prior to the comnences-
ment of cach Contract Year and at such other times prior to Junc 30, 1080,
as the Participants Review Board may detemmine, the Participants shall clect
a Participant's Review Board consisting of nine marbers. Supply System :hull
give each Participant not lc¢ss than 15 days' written notice stating the tin
and place at which a meeting of representatives of the Participants shall be
held for the purposc of holding such election. FEach Participant shall designate
the person and an alternate (to serve in the absence or disability of such
person), to cast its votc(s) for Board members by written notice filed with
Supply System. The vote cast in behulf of cach Participant shall be proportional
to its Participant's Share. Any vacancy on the Board shall be filled by vote
of the remaining Peard merbers pending the next Board election.

(b) Board nectings; votinz: and rules. Mectings of the Participants'
Review Board shall be held at least quarterly during the construction of the
Project and at lcast semi-annually tncreafter. 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
not by proxy. A majority of the Board shall constitute a quorum, and the
majority of thouc present shall be necessary and sufficient for the adoption
of any motion or resolution except as otherwise provided in subsection (c¢)
below. All mectings of the Board shall be open to attendance by any person
authorized by any of the Participants. Except as hercin provided, the calling
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

k4|
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If the Participant shall fail or refusc to pay any amounts duc to Supply
System hereunder, the fact that the other Participants have assumed the
obligation to makc such payments shall not relicve the Participant of its
liability for suca payments, and the Participants assuming such obligation,
cither individua'ly or as a member of a group, shall have a richt of
recovery from the Participant. Supply System or any Participant as their

interests may appear, jointly or severally, may conmence such suits, actions

or proceedings, at law or in cquity, including suits for specific perfomi-

ance, as may be necessary or appropriate to enforce the obligations of this
agrecment against the Participant under this subscction.

13. Sources of Participant's Pavments. The 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 propertics which shall be adequate to provide revenues
sufficient to cnable 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 payable from or constituting a charge and lien upon such revenues.

14. Modification and ''miformity of Agreement,

(a) This agrcement shall not be binding upon any of the parties hercto

if it is not binding upon all of the parties hercto, but this agreement <hall




(f) 1If Supply System modifics or rejects @ written recom winkit ton of
the Participants' Review Poard concerning a matter submitted for review wder
subscctions (¢) or (d) above, the Participant:' Review Board may refer the
matter to the Project Consultant in the manne: described in Section 10 of
the Project Agrcement for his written decision and his decision shall be
binding upon the parties. Pending zny decision by the Project Consultant -
under this subscction, Supply System shall proceed in accordance with the
Project Agrecment. 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 previded in section 10(e) of the Project
Agreement, Supply System shall not proceed with any item as proposcd by it
and not concurred in by the Administrator without approval of the Participants’
Review Board.

(h) Supply System shall not, without the consent of the Administrator
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.

19. Applicability of Other Instr ments. It is recognized by the parties

hereto that Suppiy System in the ownership, construction and operation of

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 rcferrals to the Project Consultant hereunder shall be, subject
to the terms and provisions of the Bond Resolution and all such licenses, pemits,

and regulatory approvals.
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Exchange Agrecnents, or reduce the Participant's obligations to make

payments thercunder in the event tha*t sufficiznt noncys to make such
payments are not otherwise available in accorlance with the Net Billing
Agreements and the Project Exchange Agrecments.

(b) Supply System shall transfar 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 Fxchang: Agrcements are due under
section S5(e) of such Agrccements.

16. Assignment of Acreement. This agrecment shall inure to the bene-

fit of and shall be binding upon the rospective successors and assigns of

the parties to this agreement; p.ovided, however, that cxcept 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 United States or an agency thereof. Such
consent will not be unrcasonably withheld. No assignment or transfer of this
agreement shall relieve the parties of any obligation hereunder.

17. Approval by Rural Flectrification 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
be binding upon any of the partics until it shall have been approved by him

or his delegate.
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EXHIRIT A
(WPPSSNoT1)

TABLE OF PARTICIPANTS AND PARTICIPANT'S PERCENTACE

Participant Reference
AR AINEO0. TR « i n AR s rns s ¢ hn Sk b B AR SR aFad b EREHS Albion
BIR D DI OPDOONE. « « caiiws 5565 s ¥ e b s aops Ekssnd sy Sess vpnsn Bandon
Public Utility District No. 1 of Benton County, Washington....... Benton PUD
i & Benton Rural Electric ASSOCiation...cccevecsovencscnnsssnssssses .. Benton REA
' *Big Bend Electric Cooperative, Inc.......... SR & E N s Pt - . Big Bend
#Blachly-Lane County Cooperative Electric Associution........ essss Blachly-Lane
. The City of Blaine, Wachington....eceeeverscsnnranncsanrsnssconas Blaine
: The City of Bonners Ferry, Washington.....veesvcvonsresssnccnnsns Bonners Ferry
City of Burley, Idah0..covscovrronsarsstnsrassassssasinsbsses «+ss Burley
: The City of Canby, Orepon... . iasssnnescsvinasss NS S A R Canby
City of Cascade Locks, Oregon...cossissvsropsrsnssses RPN «ses Cascade Locks
#Central Llectric Cooperative, InCooveeenne, R B e ik B Central Elcc.
The City of Centralia, Washington...eesovesasscasssnnsressnsnssss Centralia
The Central Lincoln Peoples' Utility District.....cvceveivnsnns .. Central Linc.
Public Utility District No. 1 of Chelan County, Washington....... Chelan
The Uity of Choney, Rashington. .coecosnsanmssssnraneressoonns vess Cheney
Public Utility District No. 1 of Clallam County, Washington...... Clallan
Public Utility District No. 1 of Clark County, Washington........ Clark
Clatskanie Peoples® Utility DASTrICL..ccocivcarsvinasnonnsvnsnsvne Clatskanie
{ 8Clearwater Power COMPANY. vc oosssosnsssassstssossssons essessness  LICEYWALEY
#Columbia Basin Electric Cooperative, Inc........ T e S Colurbia Basin
*Columbia Powcer Cooperative Association, INC....cevvvenrosnsnnses .+ Columbia Power
*Columbia Rural Electric Association, INC.scicivocssnonssnsssnsnss Columbia Rural
‘ Consolidated Irrigation District No. 19.....0eivunen FRR R vess - CONS, 1PYIE.
*Consumers Power, INC.vvevevcnnscsvsncsnonss S5 s e A sesess Consumers
8000s -Curty Electric Cooperative, INt...isescevirscdsivsersrnsdons Coos -Curry
City of Coulee Dam, WashingloN,.ocossvsssssssounepsssscnvassonss . Coulee Dan
Public Utility District No. 1 of Cowlitz County, Washington...... Cowlit:z
The City of Declo, 10RO, ... iienssssinsicsinsvinsosnsnissbsevusss Declo
| Public Utility bistrict No. 1 of Douglas County, Washington...... Dougias PUD
'
_ *Douglas Electric Cooperative, INC....ccovvvvvevinennnns sissenssise . Dougias Elec,
{ The City of DPrain, OTeron...veveevesscsnnes Sy s ST IREE e yasid 5 sene  DREEN
i East End Mutual Electric Co., Ltd........ LRS- o5 VHND TS N B East End
: The City of Ellensburg, Washington.......... WSS FE D iR PR PR Ellensburg
' The City of Fupent, OTegoN....ccovensesarssrsssncsvsses PRIYIREE Ao Eugene
#*Fall River Rural Electric Cooperative, Inc..... - sssee Fall River
' Fomets ERectric €0, L. civisinsssssanisondessov'ssvvssness +sss Fammers
*Public Utility District No. 1 of Ferry County, Washington........ Ferry
*Flathead Flectric Cooperative, InC.......... e Fuiay reobgemyenuneis-. FHDEDIE

The City of Forcst Grove, Oregon.........eess PR epp——_— «ssssess FoTESt Grove
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membership of the Board which rules may provide that the Board shall have the
right to appoint persons of technical, lepal, auditing or other special qual- )
ifications to committees to carry out reviews and investigations.

(c) [Ixcept in the event of an cmergency requiring immediate action,
copies of all proposcd Construction and Annual Budgets and fuel management
plans, including amendments thereto, and plans for refinancing the Projcct’
shall be submitted by Supply System to the Participants' Review Board within
a reasonable time, prior to the time such proposcd hudnets and plans are to
be adopted by Supply System. Such copics shall be submitted to the Participant
upon its request.

(d) [Except in the event of an emergency requiring imnediate action,
all bids, bid evaluations and proposed contract awards for amounts in excess
of $500,000 shall be submitted to the Participants' Review Board at least
seven days nr{or to award.

(e) Supply System will consider the recommendations of the Participants'
Review Board, giving due regard to utilizing the Project consistent with
Prudent Utility Practice and the Supply System's statutory duties. Written
recommendation may be made to Supply System whenever such recommendation
is approved by the majority of the aenbers of the Participants’ Review Board.
Such written recomnmendations shall be forwarded to Supply System within a
reasonable time along with supporting data, which time shall not exceed the
comparable time, if any, prescribed in the Project Agrccment. Supply System
shall take action on such recommendations within a reasonable time for adoptica,
modification or rejection. Supply System, upon taking action, shall notify
the Participants' Review Board promptly of such action, and if it modifies

or rcjects a recomnendation, shall give the reason therefor.

28 Sec. 18
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Page 3
Par+icipant (Cont.) Reference
Riverside Electric Company, Ltd........... S5 i B Ee e ses e, - EVSTSISE
City of Rupert, Jdaho..cescevsonrssncecerssnvecs ks AR Ve stk T
BN SEBCREEE CRMDROY . oo snsrsnibssvars busissins rpisiissrssomons . RITR)

DREIN- BRREEEIR .« i o s simnninssosssanibipanncssarsscossinninssing SRIOD
#Salmon River Electric Cooperative, INC...cceevecesvsonvencnnsseess Salmon

City of Seattle, Washington......eeevess IR EEIIN i S, o ey seses Seattle
Public Utility District No. 1 of Skamania County, Washington..... Skamania
Public Utility District No. 1 of Snchomish County, Washingten.... Snoncmish
South Side Electric Lines, INC...oveeeevececesssssnassssessssssss South Side

The City of Springficld, Oregon......... sevaEsasensassnasssssts L OURINRTICLd
The Town oi Sumas, Washington....... IRy b N Seer D Sl (B o . T
*Surprisc Valley Electrification Corporation.......eesseessseeesss Surprise V.
City of Tacoma, Washington.....cveevveseossncens P N g, sy |
*Tanner Elcctric...... - PPN S g (R PR ST R @
*Tillamook Peopies' Utility District..... ssasssssasersesnsassssnss  TR11AMOOK
®*Umatilla Electric Cooperative AsSOCIiation........ceevsesesesssssss Umatilla
Unity Light and Power Company..... e T & S BN S 8% b o By B s - 1 RS

Vera Irrigation District No. 15..... w5 ey o BRI seER s s - VETH
*Vigilante Electric Cooperative, INC.....cocenvvennnsns siassnseenss . Yint1ante
Public Utility District No. 1 of Wahkiakum County, Washington.... Wahkiakum

!

*Wasco Electric Cooperative, INC...ccieeeriecenenneseasacsnssnseess Wasco
*Wells Rural Flectric Company.......... cassssrsssbssrsresasnnssnns  WOILS
*West Orcgon Electric Cooperative, INnC..ievevon.. PP CNp csessss West Oregon
Public Utility District No. 1 of Whatcom County, Washington...... Whatcom

.........................................

*Approval of Agreement by Rural Electrification Administration required.

Upon prior written notice to Supply System, the Administrator and all
of the other Participants, this [xhibit 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 decrcases for any Participant pursuant to this paragraph shall not
exceed an accunulated maximum of 25 percent of the Participant's Percentacc
specified in this Exhibit on thc date of execution of this agreement nor shall
any such increase under this paragrunh cause the estimate of the payments to
be made by a Participant to Supply Svstem under this acreement to exceed 86.95
percent of the estimate of the Adninistrator'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

i or decrease shall not affect or irpair the tax exempt status of the Bonds.
’ The Administrator shall then prepare a revised Exhibit A which shall be
substituted for this Exhibit A and become a part of this agreement.
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IN WITNISS WILRIOF, the partics hereto have executed this agreement in

several counterpa,ts

UNITED STATLES OF AMERICA
Department of the Interior

(SEAL) By _ {natef “i?.L £
Borneville ruwser Administrator
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(SLAL) By b0, el
Title “_\\ Bpifs L
ATTEST: {' " gl
By (ot~ ;.-";’f.‘.’./‘ it il
Title ALALLRVIAN
EBXECUTIVE o\ D
BENTON RURAL LLICTRIC ASSOCIATION
& . - = .
(SEAL) by ol Lo i
Title A
ATTEST: -
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Participant (Cont.)

Public Utility District No. 1 of Franklin County, Washington.....
Public Utility Distr:ct No. 2 of Grant County, Washington........
Public Utility bistrict No. 1 of Grays Harbor County, Washington.
*Hamey Electric Cooperative, INC....cvviiiinciiiiiinineniiinnnens
City of Heyburn, Idaho.....ccvvvvvriniinnnntnsiicnssnanannnns S
Hood River Electric Cooperative of Hood River County, Oregon.....
*[dahc County Light & Power Cooperative Association, Inc..........
City of Idaho Falls, Idaho.....eevireersanscesaresinsnnsnnnnnnces
*Inland Power § Light COmpany.....cceoeeveseessssssssssscsassccennns
*public Utility District No. 1 of Kittitas County, Washington.....
*Public Utility District No. 1 of Klickitat County, Washington....
®Kootenai Electric Coonerative, INC...ccveevencnesncnsicsncncanscss
*Lane County Llectric Cooperative, INC.....cevveniencrninnscinnanns
Public Utility District No. 1 of Lewis County, Washington........
*Lincoln Electric Cooperative, Inc. (Montana)........ceeuvvecennns
*Lincoln Electric Cooperative, Inc. (Washington).........c.ieeunes
®*Lost River Electric Cooperative, INC.....ceveevinnnsincacncncnnes
*Lower Valley Power & Light, Inc....... SRR A ISR ELIER, P s
*Public Utility District No. 1 of Mason County, Washington........
Public Utility District No. 3 of Mason County, Washington........
Town of McCleary, Washington.......cocoveenes o AL S SO LR pas
City of McMinnville, Oregon...c.eevevenasnns R e P S -
®*Midstate Electric Cooperative, INC.....vevseserncesacscnacssncnes
City of Milton-Freewater, Oregon......ccceveenncsecssnnnnccssnonss
City of Minidoka, IdahO....coeeesinninnisascssnssnsnoncnancnnanns
*Missoula Electric Cooperative, INC......ccvveevvnnncnnnennccsnnnes
City of Monmouth, Oregon...cceesecsscecsssssassssssssssansssas e
*Nespelem Valley Clectric Cooperative, Inc....... RRT B bl e O SR
#Northern Lights, INC.....ocvisescsesscsssscsoscssasssonssasassenss
Northern Wasco County Pcople's Utility District.......ccovevuaens
#*Okanogan County Electric Cooperative, INC.......cocuvivniuninnnnns
Public Utility District No. 1 of Okanogan County, Washington.....
®0rcas Power and Light Company....cceeevvveecvessssscsssssnnscssns
Public Utility District No. 2 of Pacific County, Washington......
Public Utility District No. 1 of Pend Oreille County, Washington.
City of Port Angeles, Washington........oeveviiiinninnnninnnnnens
#*Prairie Power Cooperative, InC............. PSS B0 NS RS
*Raft River Rural Electric Cooperative, Inc......... g i
*Ravalli County Electric Cooperative, INC.....ivvievinnnniinnnnens
City of Richland, Washington.......ccvivineennnnecnncnnnns e N

FXHIBIT A
(WPPSS No. 1)
Page 2

Reference )

Franklin
Grant

Grays Harbor
Harney
Heyburn

Hood River
1daho Co.
Idaho Falls
Inland
Kittitas

Klickitat
Kootenai
Lane

Lewis
Lincoln (M)

Lincoln (W)
Lost River
Lower Valley
Mason 1
Mason 3

McCleary
McMinnville
Midstate
Milton-F.
Minidoka

Missoula
Monmouth
Nespelem
Northern Lts.
Northern Wasco

Okanogan Elec.
Okanogan PUD
Orcas

Pacific

Pend Oreille

Port Angeles
Prairie
Raft River
Ravalli
Richland

-~
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EXHIBIT B

PROJECT CGHARACTERISTICS

WASHINGTON PUBLIC PCWIR SUPPLY SYSTEM

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 M,

A new pressurized water reactor nuclear steam supply system similar
to other reactors now under construction wi.l replace the NPR as a steam
source. It will include, but not be limited to, a nuclear reactor, fuel,
control systems, primary coolant loops with steam generators, engineered
safeguard systcms, radwaste system, scrvice systems, containment building
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 MV housed in an
extension of the existing turbine-gencrator building of the Generating
Facilities. New piping will transmit low pressure exhaust steam from the
new topping 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 extra stages of blades; and such modifications,
additions and alterations to the condensers, cooling system, feedwater
heaters, feed atcr pumps, instrumentation, control systems, auxiliary
startup power facilities and other components of the Generating Facilities
will be made as shall be required to operate thc topping turbine and to

utilize exhaust steam from the topping turbine.
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(e) 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 coonletaon of this contract the in-
formation required by 29 CFR 8 516.2(a). Such material shall be
made available for inspection by authorized representatives of
the Covernment, upon their request, at reasonable times auring
the normal work day.

2. Convict Labor. The Contractor shall not employ any person
undergoing scntence of irprisonuent at hard labor.

3. Q%ggl Oprortinity. Unleas exerdted pursuant to the provisions
of Executive Uraer 112.:5 of Seotermber 24, 1965 and the rules,
repulations and relcvint orders of the Sccretary of Labor tliire-
under, durinz the perfornance of this contract, the Contractor
agrees as follows:

(a) The Contractor will not discriminate against any
employee or applicant for erployment because of race, color,
rrgigion? sex, or nation:l] origin. The Contractor will take
affirmative action to ensure that applicants are employed,
and that employeces are trcated during erployment, wituout
regard to their race, color, religion, sex, cr national origin.
Such action shall include, but not be limited to, the followirg:
employment, uperading, dcmotion or transfer; recruitment or
recruitnent advertising; layoff or termination; rates of pav or
other forms of compensaticn and sclecticon for training, including
agprenticeship. The Contractor agrees to post in concpicuous
places, available to employees and ~pplicants for employment,
notices to be provided by the Administrator setting forth the
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 Centractor,
state that all qualified applicants will receive consideration
for employment without regard to race, color, religion, sex, or
national origin.

(¢) The Contractor will send to each labor union or repre-
sentative of workers with which hc has a collective bargaining
agreement or other contract or understanding, a notice, to be
provided by the Administrator, advising the iabor union or
worker's representative of the Contiactor's commitments under
this equal opportunity clause and shall post copies of the notice
in conspicuous places available to employees and applicants for
employment.

(d) The Contractor will comply with all provisions of
Executive Order No. 11246 of September 24, 1965, and of the
rugcs, regulations, and relevant orders of the Secretary of
Labor.

(e) The Contractor will furnish all information and reports
required by Executive Order Neo. 11245 of S--s-=hep 24, 1955, . :d
by the rules, regulations, and ordcrs of the Secretary of Labor,

2
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- EXHIBIT C
(12-3-69)
PROVISTONS RTAUTRED BY STATUTE OR EXFCUTIVE ORDER

1. Contract Work Heurs and Safety Standards.

This contract, to the extent that it is of a character
specified in the Contract Work Hours and Safety Standards Act
(Public Law &7-581, 76 Stat. 357-360, as amended) and is not
covered by the Walsh-Healey Public Contracts Act (41 U, S. C.
35-45), is subject to the following provisions and to all other
provisions and exceptions of said Contract Work Hours and Safety
Standards Act. |

(a) No Contractor or subcontracter contracting for any
part of the ccntract work which may recuire or invoelve the
employment of laborers or mechaznics shall require or permit any
laborer or mechanic in any workicck in which he is employed on
such work, to work in excess of cight kours in any calendar oay
or in excess of forty hours in any workwsck unless such laborer
or mechanic receives corpensation at a rate not less than one
and one-half times his basic rate of pay for all hours worked
in excess of cight hours in any calendas day or in excess oi
forty hours in such worlweek, whichever is the greater number
of overtime hours.

(b) In the event of any viclatiorn of the provisions of
subscction (a), the Centracter ond any sublcontractor responsible
for such violation shall be liable to any -ffected emnloyece for
his unpaid wares. In addition, such Conrracter or subcontracter
shall be liable to the Uuited Sto:es for liquidated damages.
Such liquidated damasges shall be computed, with respect to cach
individual laborer or mechanic erployed in viclation of the
provisions of subsection (a), in the sum of $10 for each calendar
day on which such employvee 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.

(c) The Administrator may withhold, or cause to be with-
held, from any moneys payable on account of work performed by the
Contractor or subcentractor, the full aicunt of wages required
by this contract and such sums as may advinistratively be deter-
mined to be necessary to satisfy any liabilities of such Contractor
?;)subcontractor for liquidated damages as provided in subsection

d) No contractor or subcontractor contracting for any
part of the contract work shall require any laborer or mechanic
employed in the performance of the contract to work in surround-
ings or under working conditions which are unsanitary, hazardous,
or dangerous to his h2alth or safety, as determined under con-
struction safety and health standarda pro-ulgated by the Secrestary
of Labor by regulaticn based on proceedin s pursuant to scctionm 553
of title 5, United States Code, provided that such proceedines
include a hcaring of tiue® nature .Lac2dilzcd oy said section.
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or pursuant thereto, 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 ru{es,
regulations, or orders, this contract may be cancelled, terminated.
or suspendeé in wnole or in part and the Contractor may be qeclared
ineligible for further Covernment contracts in accordance with 3
rocedures authorized in Executive Orier No. 11246 of September 24,
§965, and such other sanctions may be imposed and remedies invoked
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 will include the provisions of para-
graphs %a) throurh (g) in every subcontract or purchase order
unless exempted by rules, regulations, or orders of the beC{etary
of Labor issued pursuant to Section 204 of Lxecutive Order No.
11246 of September 24, 1965, so that such provisions will be
binding upon each subcontractor or vendor. 7The Contractor will
take such action with resvect to any cubcontract or purchase
order as the Administrator may direct as a means of enforcing
such provisions includinz sanctions for noncempliance; nrovidad,
however, that in the event the Contractor becomes involved in,
or 1is threatened with, litigation with a subcontractor or vendor
as a result of such direction by thea Administrator, the Contrictor
may request the United States to entar into such litigation to
protect the interests of the United States. )

4. Interest of Member of Congress. No Member of or Delegate to
Congress, or Resident Corzussioner shall be aimitted 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,
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WASHINGTON PUBLIC POWLR SUPPLY SYSTECM NUCLEAR
PROJECTS NOS. 4 AND 5 AND SKA3IT PROJECT
AGREEMENT FOR OPTION TO ENTER PARTICIPANTS'

AGREEMENT, RESERVATION OF PROJECT CAPABILITY
AND PERFORMANCE OF SERVICES

- -

This Agreement is made by and between WASHINGTON PUBLIC
POWER SUPPLY SYSTEM ("Supply System"), a municipal corpora-

tion of the € .ate of Washington, and

, a corpora-

tion organized under the laws of the State of

("Option 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
ncéds on a sound environmental and economic basis.

The:Executive Committee of the PPC} after 1eviewing 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



was conceived by the Joint Power Planning Council, con-

listihg 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 of that
Program without the acquisition of project capability or
output by Bonneville under net billing agreemerts. 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 Bonneville and other sources.

Supply System has performed prelimingry work with

respect to the Projects, including preliminary financing and

partial construction and acquisition of Nuclear Project No.
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hereto marked Exhibit A; however, it is advisable that the
execufion thereof be delayed pending the completion of
negotiations and the formulation of other agrcements, in-
cluding agreements (i) with Bonneville, relating to certain
services to be performed by Bonneville, (ii) with certain
Pacific Northwest industries relating to the purchase of
‘surplus encrgy from the Projects, and (iii) with Pacific
Northwest investor-owned utilities relating to purchase of
power and encrgy from the Projects and/or to the joint
ownership of Nuclear Project No. 5, the Skagit Project, or
both.

a. Time is of the essencc with respect to the per-
formonce 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




take the investigation, Planning, finan:ing, acquisition and

construction of two nuclear electrice 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. s ("Nuclear Project No, 5") for construction in
conjunction with Washington Public Power Supply System
Nuclear Project No. 3. The PPC has also regqunested that
Supply System investigate Participation in the Puget Sound

Power & Light Company's Skagit Project (the “Skagit Pro-

to.identify ‘easible power plant sites, Preferably in West-
ern Washington or Oregon, in order to Prepare for the
construction of additio;al power generating facilities.
Nuclear Project No. 4, Nuclear Project No. s and the
Skagit Project are being undertaken in accordance with the

objectives of the Hydro Thermal Power Program. That program



(b) "Development Bonds" means any bonds, notes, or
other evidencces of indebtedenss issued Ly Supply System for
the purposes set forth in Sections 4 ané¢ 10 of this Agree-
ment, including bonds or noteé issued to pay $17,500,000
principal amount of revenue notes herctofore 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.

(a) "Option Participants" means the Option Participant
and all other statutory preference customers of Bonneville
listed on Exhibit B attached hereto which exccute the Agree-
ments.

(e) "Option Participant's Preliminary O;“ion 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.

y Sec. 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 reasonable judgment in light of the facts (in-
cluding but not limited to the piactices, methods and acts
- engaged in or approved by a significant portion of the
electrical utility industry prior thercto) 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, lightiny, or facilities and public relations
pPrograms reasonably designed to promote public enjoyment,
understandinrg 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




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 inrto the Participants'
Agreement and for the services to be rendered by Supply
System hereunder._ﬂ il

4. IL 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.

e 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 Obtion 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 ary 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.



Section 3. Option and Reservacion of Project

Capability for Option Participant.

(a) Supply System hereby grants to Option Participant
the option to execute the Participants' Zgreement and, 1in
accordance with the provisions thereof, Supply System shall
reserve for Option Participant the Option Participant's
Final Option Share.

{(b) If the sum of the Option Participants' Preliminary
Option Shares of the Option Participants who have executed
and delivered the Agreements is greater than 1.0, the Option
Participant's Preliminary Option Share shall be automatically
decreased, pro-rata with such other Option Participants'’
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
Bonneville, in order to bring the total of such shares to
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.

) B Sec. 3




(h)

”Participants'

Agreement Neans the agreement
attacheq hereto ¢ Exhibit or an agreement substantially
in the form thereof,

(i)

"Power Sales Agreements“ Means the agreements for
the sajle and pufghase ()

. Agrecment.

Means Supply System'sg Owne

rship jin-
terestg in Washinqton

Project No. 4

+ 4S5 each Such
attached here



-

affording Option Participant the opporturity to execute and
deliver the Participants' Agreement within 90 days after
delivery of the notice. Upon failure of Jption 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
terminatéd.

(f) It is recognized by the parties hereto that Bon-
neville may determine to render the services referred to at
page 3 of tﬁe 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 energv generated by the Projects

13. Sec. 3



statutory duties and responsibilities thereof and (ii) the
objective to integrate the Project Capakility with the
generating resources, primarily of the Ootion Participants,
including such resources and electric power and energy
purchased under caztract,mand secondarily of the eral
Columbia River Power System, to achieve optimum utilization

of the resources and achieve efficient and ecconomical operation
of each system, primarily as to the Option Participants and
secondarily as to the Federal Columbia River Power System.

Section 2. Term of Agreemcnt.

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 Agrecment 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).

10. Secs. 1 and 2



set forth below:

Nuclear Project No. 4 March 1982
Skagit Project, Unit 1 July 1982
Nuclear Project No. 5 March 1982
Skagit Project, Unit 2 July 1984

- 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
facilities, in addition to the Projects, to serve the prospective

power needs of the Option Participants, including, but not

1S8. Sec. 4




Such Preliminary Option Share, adjusted as above pro-

vided, shall be Option Participant's Final Option Share,
subject to further adjuétment pursuvant tc Section 9. As
promptly as practicable after all the Agreerents 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 theretc 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 hercof

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

copies of the Participanis' Agreement, and (ii) a notice

13, Sec. 3




Section 6. Payments by Option Participants.

(a) 1In the event that Supply System issues and sells
Development Bonds pursuant to Section 5 and aives Option
Participant notice prior to December 1, 1976, that Supply
System is unable t® 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 fhare of the principal of and interest and
premium, if any, on the Development Ponds has been fully
pPaid or provision is made for the payment or retirement of
the Development Bonds as provided in the Development Bond
Resolution, 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




which is in excess of the total power and energy require-
mnnts.ot the Option Participants) for the period ending June
30, 1989.

(h) Supply System shall not proceced with any arrange-
ments to include_}n 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 connection with the option
grantea under the preceding Section, all in accordance with
Prudent Utility Practice:

R 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,
vithin the limits of the monies made available for such
- purposes hereunder, all with the objective of placing the

Projects into continuous oberation on the respective dates

14. Secs. 3 and 4

C



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' Agrecment.

Failure to mail 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 duc.

(¢) Any amount not paid or mailed by Option Partici-
pant on or before the close of business on any due .ate
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



limited to, planning, siting, environmental, financial
and eéonomic surveys and studies and acquaisition of
options to acquire real estate and rights to acquire
fuel; provided that Supply System shall not expend more
than $5,000,000 of the Development Bond proceeds for
such purposes.

(b) Supply System shall not be obligated to expend
monies in connection with this Agrecment 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
sell revenue bonds (the "Development Bonds") 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 Hundred Million Dollars ($100,000,000).

16. secs. 4 and 5



except as provided in Section 18 of thec Participants' Agrec-

ment - Supply System shall use its best ¢fforts to dispose uf
additional Participants' Preliminary Shares to bring the
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
Boaneville desiring to purchase a share of Project Capa-
bility on a pro rata basis, and third, any balance remain-
ing, %o other entities, all under such rules as Supply
System may formulate after consultation with the Executive
Committee of.thc 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 Yalidity 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 uron which the protest is based.

23, Secs. 8 and 9



principal of and interest and premium, if any, on the De-
velopment Bords any sums available to itz for that.purpose
from any other source, including sums roceived by Supply
System from the disposition of Supply S’'stem's ownership
share of any Project assets and funds received pursuant to
the Participants” Agreement. In the event that all Projects
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

18. Sec. 6



fails or refuses for any reason to perform its obligations
under its Agrecment, and the Option Participant's Final
Option Share of such defaulting Option “articipant(s) shall
be reduced correspondingly; provided, that the sum of such
increases for the Option Participant pursuant to this sub-
section shall not"excecd;'without consent of the Option
Participant, an accumulated maximum of 25% of the Option
Participant 's Final Option Share determined in accordance
with the first two sentences of Section 3(b).

(e) 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 paynents shall not relieve the Option Partic-
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-
érally, may commence such suits, actions or proceedings, at
law ;r 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




by it from the ownership and operation of its electric
utility properties. Option Participant covenants and agrees
thatAit will establish, maintain and ccllect rates or charges
for power and energy and other services, facilities and
commodities sold, furnished or supplied by it through any of
its electric utii?ty progérties 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 enforceable 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 tee;.

Section 8. Redisposition of Option Participant's

Final Option Share.

If Option Participants whose Participant's Preliminary

Shares total 1.0 or more ¢ 1ot execute Participants' Agreements,

20, Secs., 7 and 2



System by Option Participants entitled to eighty 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) thercof, 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
payablé from, the proceeds of the Development Bonds, and
shall furnish the PPC and Option Participant such other
reports, evaluetions, plans, analyses, studies, statements,
accounts, records, drawings, specifications and approve s
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 thﬁs 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,

as. Secs. 10 and 11



(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 rnonprofit or coop-
erative corporation, the Option Participant's Final Option
Share shall be automatically increased for the remaining
term of this Agr;émcnt p;o 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 determined 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
Partic.pant(s) which is a municipal corporation, the Option
Participant's Final Option Share shall be automatically
increased for the remaining term of this Agrecment pro rata
with that of other such nondefaulting Option Participant(s)

to the extent that such defaulting Option Participant(s)

22. Sec. 9



below, namcly: :

Washington Public Power Pubiic 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 noticc to the parties by
the PPC or by one. party to the other party as provided in
this Section.

Section 14. Assignment of Aureement.

This Agrecment 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 1is réquired, this Agrecment 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

p 4 i Secs., 13, 14 and 15



Section 10. End of the Project(s).

‘(a) A Project or unit thereof shall terminate and
Supply System shall cause the Project o- unit thoreof to be
salvaged, discontinued, decommissioned, and disposed of or
sold in whole or in part to the highest bidder(s) or dis-
posed of or sold in such other manner as Supply System may
* determine after consultation with the Executive Committee of
the PPC if Supply Syscem determines that it is unable to
construct, cr proceed as owner of, such Project or unit
thereof due to licensing or other causes which are beyond
its control.

(b) After such termination, Supply System shall under=-
take the decommissioning of such Project and may pay the
costs of such decommiszioning from Development 3ond pro-
ceeds. 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.

(¢) In the event that a request is delivered to Supply

24. Sec. 10



(b) This Agreement shall not be amended, modified,
or otherwisc 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 thercof in accordance with the Development ‘Bond Reso-
lution.

(¢) I1f any Agrcement is amended or repealed so that it
contains terms and conditions different from those contained
in this Agreement, Supply System shall notify the Opticn
Participant and, upon timely regquest 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 combin tion with any other Project(s) or unit, to be
placed into operation as scheduled. The parties agree that
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



Section 12. Waiver of Rights Under RCW 43.52.380

and Revenue Note Agreements,

The execution of this Agreement by an Cption 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 ppwer
and cnergy of the Projects in excess of that provided for in
this Agreement.

An Option Participant who is a member of Supply Svstem
and a party to a Washington Public Power Supply System
Generating Facilities Revenue Notes, Series 1974, Agreement
and a Washington Public Power Supply System Generating
Facilities Revenue Notes, Series 1974-A, Agreement further
agrees that this Agreement supersedes its rights to capa-
bility or output under said agreements.

Section 13. Mailing 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 receipt 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

26, Secs, 12 and 13



ATTEST:

TTitle

(SEAL)

By

31.
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party to any other agreement or instrumont pursuant to which

approval of this Agreement by any agency 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, requlations and standards applicable to the
Projects; it is therefore agrced 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 subjcct to termination
by any party under any circumstances, whether based upon the
default of any party to this Aqreement, or any other instru-
ment, or upon any other basis, except as specifically pro-

vided in this Agreement.

28. Secs. 15, 16 and 17
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or units thereof shall not delay the construction'of any
other Project(s) or unit.

1f 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
By
Secretary Managing Director
(SEAL)

30. Sec. 18



DRAFT
3/21/175

WASHINGCTON PUBLIC POWER SUPPLY SYSTEM
NUCLEA® PROJECTS NO3. 4 AND 5 AND SKAGIT PROJECT
PARTICIPARTS' AGREEMENT
THIS AGRED!MENT 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

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 Qnd with public and
private organizations for the disposition of electric power

and energy produced thereby.



share of the Project Capability and have a right to purchasc
a share of the capability of any other generating plants
undertaken by Supply Systein pursuant to this Agreement,
Supply System and the Participant have each determined that
the construction and operation of the Projeccs as herein
Provided will accomplish economies of size and that the sale
by Supply System to the Participant of the Participant's
Share and the purchase thercof by the Participant as herein
pProvided will be beneficial to the Participant by inucreasing
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
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(a) "Annual Budget" means the budget adopted by
Supply System pursuant to Section 8(b) with respect to the
Projects and which itemizes the estimzted costs of each
Project, or unit thereof, commencing with (i) the Date of
Continucus Operation of the Plant related to svch Project,
Oor unit thercof; 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 earliest, 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 or such Contract
Year. The Annual Budget, as amended from time to time,
shall make provision for all such Supply System's costs,
including accruals and amortizations, resulting from the
ownership, operation ang 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 (1)
potential delays affecting the Dates of Continuous Operation
and (ii) the Projects which are ultimately included under
this Agreement pursuant to the provisions of the Option and
Services Agreement.

- Sec.



The Projects hereinaftor referred to are Lbling under-
taken in aceordance with the objectives of the Hydro Thermal
Power Program. That program was conceived by the Joint
Power Planning Council, which represents about 110 electric
Cooperatives, public utilities angd Private utilizies in the
Pacific Northwest. Bonneville and other Pacific Northwest
entities in order to facilitate the coordination of exist-
ing and future thermal ang hydro electric resources in the
Pacific Northwest. Phase 2 of the Hydro Therwal Power Pro-
gram continues the objectives of that Program without the
acquisition of Project Capability or output by Bonneville
under net billing agreements. Projects to be constructed to
meet the future load requirements of Cooperatives anqd pPublicly
owned utilities are to be financed on the bacis of agreenents
for sale of Project capability or output to cuch entities,

Attached hereto, as Exhibit B, are déscriutions 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 tNo. s" ("Nuclear Project No. 5"), and
"Puget Sound Power & Light ‘Ompany'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



\
Payments to be made under al) Participants' Lgreoments and

(ii) the costs of fuel to be paid by the Participant in

accordance with Section 9.

@ny amount over or under billed during such Year shall be

reflected in the Annual Budget for the folluwing Contract

Year; any amounts over or under billed during the portion cf

. the Contract Ycar pPreceding the adoption of an amended

Annual Budget shall be reflected in such amended Annual

Budget to the extent pPracticable.

(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 Resc-

lution, including bonds or notes issued to pay the Principal

of and interest ang premium, if any, on the outstanding

Development Bonds, (1) 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(
on page 8.

g) of the sumnary referred to in footnote *

At the end of each Contract Year



seivices available from the Federal Columbia Diver Power

System to enable Lhe Participant to integrate 1ts 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, An writing, as 1ts agent to perform on its

behalf any onligation 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 nct affect in any respect any of its

obligations nereunder.

NOW, THEREFORE, the parties hereto mutually agree as

follows:

R Definitions.

The singular of any term defined in this Agreement

shall encompacss the Plural, and the Plural the singular,

unless the context indicates otherwise.




in Section 13, whichcever is earlicxzt, and th-: last Contract
Year shall end at 2400 hours Paciiic S-andar? 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 Plant is 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 Dircctors of

Supply System on g AVTS.

(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 Fed«ral Columbia

River Power System.

*It is expected that this resolution will be adopted in
June, 1975.

9. Sec. 1



is required under the Bond Resolution to pay in each Con-
tract Year into the various funds provided for in the Bond
Resolﬁtion from the Revenue Fund, as therein defined, for
debt service and all othor Purposes and (ii) ir the event
other funds, including proceeds of sale of the Bords, aré
not available, améants ne;essary to pay the principal of,
and interest and Premium, if any, on any Development Bonds
outétanding. 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 delivercd 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 anv 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

6. Sec. 1



(o) “"Participant's Sharc" means the Participant's

Prelivinary Sharve adjusted as provided in Scclions 5, 17 and
18 of this Agrcement.

| (p) "Plant" means one of the gencrating plants
described in Exhibit B*, attachcd hereto.

(g) "Power Sales Agreements" means the agreements
for the sale and gurchasé‘of power and energy, including
project capability, from the Projects entered into by Supply
'Systcm and any purchasers other than the Participants of
power and energy or output from the Projects, sukstantially

in the form of the drafts dated ** on file with

the Participant.

(r) "“Projects" means Supply System's ownership
interest in the gencrating plants and related properties
described in Exhibit B*, attached hereto, whi:h 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 thercafter a copy of the form of such agreements
will be filed with the Option Participant.

2. Sec. 1




(d) "Bond kesolution” means the resnlution or

resolutions dopted 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 Kesolution 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.

(e) "Construction Budget" means the Supply Sys-
tem's construction budget referred to in Sectionr 8(a) and
any amended cons;ruction budget as thercin provided.

(f) "Contract Year" means the 12-month period
commencing 2400 hours Pacific Standard Time on Jure 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.




¢liabi.ity, safety and cxpodition. Prudent Utillity
.ctice shall apply not only to functional parts of a Plant
but also to appropriate structures, landscaping, pa‘nting,
signs, lighting, or facilities and public relations programs
reasonably designed to promote public enjoyment, under-
standing and acceptance of a Plart. 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. 1In
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
therecof and (ii) the objectives to integrate the Project
Capability with the generating resources, primarily of the
Participants, including such resources and elect:ic power
and energy purchased under contract, and secondarily of the
Federal System, to achieve optimum utilization of the resources
and achieve efficient and economical operaticn 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

i g Sec. 1



(k) "Minimum Copability" wm-oans the mininum elec-
trical generating capability of a Plant as determihed by
Supply System or, in the case of any jointly owned Plant,
the minimum e.ectrical generating capability of a Plant as
determined 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
Unitcd States Nuclear Regulatory Commission ("NRC") 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. '

() "Participants' Agreements" mecan this Agree-
ment and all other agreements substantially identical to
this Agreement entered into by Supply System, Bonneville and
the Particioants.

(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 Agreemunt.

10. Sec. 1




4. Financing, Design, Construclion, Operation
and I‘Ifxint(’:'l‘wn'cc of th: Projects.

(a) Supply System, in good faith and in accor-
dance with Prudent Utility Practice, shall use its best
efforts:

(i) Tc arrange for the financing, design,
acquisition, construction, operation and maintenance of the
.Plants;

(ii) To obtain, or arrange f>r obtaining,
permits and other rights and regulatory approvals necessary
for the financing, design, acquisition, cons‘ruction, operation
and maintenanpe of the Plants;

(iii) To issuc 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 Proiects, not otherwise provided
for, all as provided in the Bond Resolution, provided, that
in each such case Bonds may thern be.legally issued and sold.

(iv) To complete, or arrange for the com-

pletion of, all appropriate planning and engineering studies

‘ i5. Sec. 4
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be autematically deercased, pro rata with other cuch Par-
ticipants' Precliminary Shares, so that the total Parctici-
pants' Shares shall equal 1.0. Tf the sum of the Partici-
pants' Preliminary Shares of the Participants who have
executed and delivcred the Participants' Agrecments by

,* 1975, is less than 1.0, Sppply System may

agree with any Participant to an increase in its Precliminary
‘Share or may exccute Participants' Agreements with any other
statutory preference customers of Bonneville, in order to
bring the total of such shares to 1.0. In suach 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 cach Contract
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 Paymcnts.

(a) Not less than 90 days prior to each Contract
Year, Supply System shall prepave and deliver to the Par-

ticipant a Billing Statement showing the amount to be paid

*This date will be at least 90 days after tha2 date of
delivery of signatory copies of the Participants' Agree-
ment pursuant to Section 3(d) cf the Option and Services
Agreement.

i fy Secs. 5 and 6



resources in a manncr which would lensen the amncunt of

electric power and energy available to it from such re-
sourcﬁs.
r Exhibits.*

Exhibits A through D are by this reference in-
corporated herci;”and made a part of this Ag:rcemrent, 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.

fhis Agreement shall be effective upon execution
and delivery of Participants' Agreements by Supply System
and Participants whose Participants' Preliminary Shares
total i.o or more. This Agreement shall terminate when all
Projects are terminated as provided in Sec'ior 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



provided that the postirark indicales that the peyment was
mailed on or before 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 paymcnt 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
any payments to Supply System under this Agrcement 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



and Lo construct and acquire, or arrange for the ﬁonerucLion
and aqquisiti)n of, the Plants in accordance with Prudent
Utility Practice. Supply System shall use its best efforts
to schedule the Date of Continuous Operation of ecach Plant

as necar 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. S 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 Projzct 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



Participant shall be at point of deli ry ed. d to hy
Supply System and the Particij ks Such elcctric power and
energy shall be in the form of three-ph current, alter-
nating at a frequency of approximately €0 Hertz. Amounts SO

delivered at such points during each month shall be deter-

-

rr

mined from measurements adjusted for losses, 1f any, as
agreed upon by Supply System and Forneville or tre Partici-
1 deliveries at

pant, made by meters installed to record suc

the place and in the circuit agreed upon by Supply S

-

and Bonneville or the Participant, all as may be appro-

piriate.
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8. Budg: £ € > .
(a) The parties hereby approve Supply System's

Construction Budgets in connection with each of the Pro-

jects, a copy of each of which is on file with the parties.*

By April 1 of cach year until cc letion of construction of
each Project, Supply System shall prepare and deliver to the
Participant and the Participants' Committee an an led

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

be filed with the Participant

*Copies of such budgets will [
at the time it authorizes entry into the Participants'

Agreement.

Secs. 7 and 8

N
-




by the Participont for such Contract Year. Whenover during
a Contract Ycar the Annual Budget is amended or Partici-
pant's Share is changed from that used in the Billing State-
ment for that Contract Year, an amznded Billin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>