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May 29, 1975
G01-75-90

Docket Nos. 50-460
50-513 ¢

Mr. Angelo Giambusso, Director
Division of Reactor Licensing

0ffice of Nuclear Reactor Regulation
U. 5. Nuclear Regulatory Commission
Washington, D. C. 20555

Subject: WPPSS NUCLEAR PROJECTS NO. 1 & 4
» SUBMITTAL OF FINANCIAL DATA

Reference: Letter, A. Schwencer, NRC, to JJ Stein, WPPSS,
dated April 30, 1975.

Dear Mr. Giambusso:

The reference requested that the Supply System provide additional
financial information in response tc 11 staff questions. Twenty-five
copies of the responses to these questions are attached.

Unless we hear to the contrary from the NRC, we will update the formal
application (i.e., 10 CFR 50.33 and 50.37 information) by June 30, 1973,
to incorporate some of the attached information, as appropriate. This
would be done by replacement pages to the application. The major
revisions would be updating the capital cost estimates, rethod of
financing, and previous bond firancing included in Exhibit A, and

the submittal of 1974 financial statements for the project participants
included in Schedule 'II of Exhibit A.

Very truly yours,
["\ -

8409270293 840824 \
PDR FOIA
COHENB4-603 PDR J. J. STEIN

Managing Director
JJS:AGH: km
Attachments (25)

cc: DJ Anderson - BPA
JB Knotts - Conner, Hadlock & Knotts
R¥ Beck Company
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. Dated May 29, 1975
.Y Letter No. GU1-75-90

STATL OF WASHINGTON )

) ss
COUNTY OF BENTON )

J. J. STEIN, Being first duly sworn, deposes and says: That he is the
Managing Director of the WASHINGTON PUBLIC POWER SUPPLY SYSTEM, the ap-lican:
herein; that he is authorized to submit the foregoing on behalf of saic
applicant; that he has read the foregoing and knows the contents therec?; anc
believes the same to be true to the best of his knowledge.

DATED T 1. 28 , 1975
07’

B TRt oA

On this day personally appeared before me J. J. Stein to me known to be the
individual who executed the foregoing instrument and acknowledged that re

signed the same as his free act and deed for the uses and purposes therzin
mentioned.

GIVEN under my hand and seal this o /7 day of 777 e 197z,
: 4

-

Kok & Llig...
Notary Public in% for the Stazz of
Washington s> ¢ D frrac k.

Residing at /| Zcedtord . & ot
= -

ARRAN ! |
i
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QUESTION

1. Amendment No.)l(dated July 22, 1974) to the license application indicates
that the total capital cost of WNP-Unit 1 will be financed by the issuance
of WPPSS revenue bonds, with interim financing provided by the issuance
of WPPSS revenue notes. It is further indicated that the issuance of the
revenue bonds will be based upon the contractual commitments of 104 consumer-
owned utilities (the "Participants”) and five investor-owned utilities
(the "Companies"), to purchase the entire electrical output capability of
WNP-Unit 1. Provide us with representative samples of these contracts as
well as samples of both the "Net Billing Agreements” to be used with the
Companies. By way of updating Amendment No. 1, Exhibit A, "Financial
Qualifications", provide the following additional information:

ANSWER

The "Net Billing Agreements" are those with the public agency participants.
The agreements with investor owned utilities are called "Exchange Agreements.”

Attachments as follows:

1-1 WNP No. 1 Sample Project Exchange Agreement

1-2 WNP No. 1 Sample Amendatory Agreement No. 1 te
Project Exchange Agreement

1-3 WNP No. 1 Project Agreement with BPA
1-4 WNP No. 1 Net Billing Agreement

1-5 WNP No. 4 Option and Services Agreement and
Participants Agreement

QUESTION

1. (a) Describe in detail the contractual security previded by the Participants
and the Companies as a basis for issuing WPPSS revenue obligations to
finance the subject facilities.

ANSWER
There are different forms of security for WNP-1 and WNP-4:

WNP-1 - The annual project budget, including retirement of debt and associated
interest, is paid by the Participants and by the five private power Ccmpanies.

The exchange agreements provide that each of the five companies will purchass:

a 6.494 percent share of the project capability beginning July 1, 1980, and
ending June 30, 1996. Such share is assigned to Bonneville in exchange fo
which Bonneville agrees to make available during such period to each company
80,000 kilowatts of capacity and 68,000 average kilowatts of energy (595,680,000
kilowatt hours annually).

The exchange agreements provide that each company will pay the Supply System
for its share of project capability during the period of July 1, 1980, through
July 30, 1990, an amount determined by applying Bonneville's wholesale rates
then in effect to the capcity and enerqgy made available to each company.

For the final six years, i.e., July 1, 1990, through June 30, 1996, each com-
pany will pay its share based on the Supply System's estimated costs associated
with the project. Monies paid by the Companies are used to reduce the annual
project hudget after which the balance is paid to WPPSS by the Participants.
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The Participants assign their rights to Project output to BPA, for which BPA
allows the monies pa:d to WPPSS by the Participants to apply against Parti-ipants'

BPA power bills. Thue urity for WPPSS bonds is the promise to pay b
1gs a mately by the Partic ! & nts
and of the Companies to make payments to the Supply System is not dependent on

completion or operation of the project as discussed further below and confirmed
in the answer to 1(e). In case of default of Company (ies), the non-defaulting
Companies are obligated to satisfy the total Company requirement. In the event
of a default of a Participant, other Participants agree to automatic set-ups in
their billing (by as much as 25 percent) to satisfy the total participant obli-
gations to WPPSS.

It will be seen that the fi level of security for f bonds (which
will have retired outstanding notes) 1s the om oner-
ation of the project. Since the Participants an e Comp>nies are obligated

to make payments whether or not the project is completed, uperable or operating
and notwithstanding interruption or curtailment of output, the source of funds

for the payment of project costs is W‘Wﬂﬁa >
but is "insured" on a brog% b%ig throug e obligation of the 104 public and g
cooperative entities and, to extent of their interest, the five utility
companies. W Moreover, it will be seen
that there 1 security for the financing of the project in Bpﬂ
the obTigation O Eyegerar gove 3 acting through TNE BONNEV e Yower
m BVTOEPOWEr and credits to the public participante and

0 provide capacity and enerqy o 200 NG BT 0 e companies (than
they pay the Supply System) irrespective of the operation of the project.
These arrangements tend to ensure the availability of funds on the part of
the Participants and the Companies and make payments to the Supply System.

() a1} " ] . () [} LI 2 () ) L) L) OO (] () -

—= 42 4t pagec 10- though the discussion in Attachmen

-2, similar cecurity will be provided for WNP-1.

In summary, th pp

e promise to pay 1s not dependent
upon successful operation of the Project. In the case of the Participants, they
—> are obligated to raise rates to whatever level necessary to meet these obligations,
and there is no legal restriction or mandatory review by other agencies to prevent
this from occurring. The power received through exchange or net billing by the
Companies or the Participants, respectively, is in almost all cases the most
economic source available to them. Thus default of this contract does not
appear likely.

MWNP-4 - WNP-4 will be financed as a portion of a system comprised of the Supply
System interest in WNP-4, WNP-5 and Skagit as discussed further below. The
primary security to meet debt service of financing sold for this project is
backed by Option and Services Agreement for the preliminary financing and by

the Participants Agreement, which will replace the Option and Services Agreement
about the time of the construction permit for the permanent financing. In either
case, the form of the agreement is the same--a promise to pay a specific share
of the Project budget, whether or not the Project is completed and not dependent
upon any Project output. _The Project budget includes debt service. In WNP-4,
the Participants are all public utilities, either Public Utility Districts,
Municipalities or Cooperatives. They all promise to raise rates to whatever
level is necessary to meet their obligations to WPPSS; and they agree to step-
ups of their obligations by as much as 25 percent in the event of a default of

a utility of their own class (the cooperatives are considered in one class and
all others in another class). There is no restriction to 1imit their rate
increase. In almost all cases, even at escalated levels, the power available

to the utilities from WNP-4 is the most economic alternative available to meet
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load growth; thus, a default is considered highly unlikely. In the event of
a default, the non-defaulting utilities have the right to sue for recovery.
(For additional information please see Attachment 4-1.)

QUESTION

1. (b) Describe in detail the financing plan for WNP-Unit 4, which was not
firmly established at the time Amendment No. 1 was submitted to the
Commission.

ANSWER

The financing plan is discussed in part in (a) above. The basic plan is one
of selling each public Participant the rights to a specific share of the out-
put of the Project. In return, the Participant promises to pay the same
specific share of the annual Project budget, which will include debt service
and all fixed and variable Project costs for the year to support operation at
a level requested by the Participants. To the extent surplus power is available
from the Project, WPPSS will use its best efforts to secure separate contracts
for its sale; however, the Participant's obligations are rnot affected by the
success of WPPSS in accomplishing these surplus sales. The basic power sale
document is the Participant's Agreement, which will be executed about the time
the construction permit is granted. Prior to that, initial financing is sup-
ported to a maximum level of $100 M by the Option Agreement. The Option
Agreement gives the signer an option to obtain a share of the Projects output
under the Participant's Agreement at least equal to his Final Option Share.
Under the Option Agreement a utility has the same absolute obligations to repay
the $100 M authorized as he would in the Participant's Agreement; however, he
is not obliged to take a position in the Participant's Agreement. As ot

May 28, 1975, sufficient participants have signed or have indicated they

are in the process of signing to insure subscription of 100% of the project
output. The Participant's Agreement replaces the Option Aareement and takes
:v:; all financial obligations. {For additional information see Attachment

QUESTION

1. (c) Identify the source(s) of short and long-term debt service payments
during the period of construction of each unit.

ANSWER

From the proceeds of each short-tern debt issue, an amount equal to the total
interest to be paid is deposited in a trustee administered interest fund.
Short-term principal redemption is provided from the proceeds of long-term
debt issues.

From the proceeds of each long-term debt issue, an amount equal to the total
interest to be paid from the date of the bonds to the anticipated date of
commercial operations is deposited in a trustce administered interest fund.

QUESTION

1. (d) Describe the contractual arrangements between WPPSS and the Participants
and Companies, that will provide not only for purchase of the entire
electrical output capability of the units but that will also provide
adequate funds for debt service and retirement of the WPPSS revenue
obligations used to finance WNP-Units 1 and 4.




what assurances does WPPSS have that the Participants and the Companies
will have the capability to pay their respective shares of the total
capital, interest and cperating costs of the facilities in the event
these costs escalate ~bove current estimated fcvels?

ANSWER

This is covered in 1 (a) above.

QUESTION

:. (e) Are the Participants and Companies required to pay their respective
portions of the facilities' total costs (including debt service)
regardiesc of the level of power availability from the units?

If not, describe the source(s) of funds to make up any difference.

ANSWER

Yes

QUESTION

1. (f) wWhat is the nature and amount of reserves, if any, required to be
maintained by WPPSS to provide for debt service charges on revenue
bonds? What is the source of funds for the reserves?

ANSWER

The nature and amount of reserves are described in the enclosed draft bond
resolutions; attachments 2-1 and 2-2 for WNP No. 1 and 4, respectively.

QUESTION

1. (g) Previously submitted information indicates that WNP-Unit 1 (and presumably
WNP-Unit 4) will be financed on a project basis as a separate generating
system, as have all construction projects undertaken by WPPSS. If there
is to be any deviation from this financing method in the case of
WNP-Units 1 and 4, provide details of the financing plan and a detailed
statement of sources of funds with underlying assumptions for each
year throuch completion of construction of both units.

~ ANSHER

WNP-1 will be financed on a project basis as a separate generating system.
WNP-4, however, will be part of a system, which can include at least 70 per-
cent of WNP-5 at Satsop, Washington, and up to 15 percent of each of the
units 1 and 2 of the Sakgit Nuclear Project sponsored and partly owned by
Puget Sound Power and Light. The WPPSS obligation in the projects will be
financed as a separate system in the manner described for WNP-§ aboye. The
source of funds is by notes and bonds sold under the Option and Participant's
Agreement. The flow of funds will be in one of two increments of $50 M under
the Option Agreement and in increments of $150 to 200 M in advance of project
needs under the Participant's Agreement.




. QUESTION

1. (h) Provide any further information that is needed to completely update
Exhibit A, "Financial Qualifications", of Amendment No. 1.

ANSWER
See Attachment 1.(h)-1

QUESTION

2. Provide copies of the indenture and/or other documents governing the issuance
of long-term debt by WPPSS.

ANSWER
Attachments as follows:

2-1 WNP No. 1 draft revenue bond resolution
2-2 WNP No. 4 draft revenue bond resolution

It should be noted that while these documents are called drafts, they are in
the expected final form.

QUESTION

3. Provide a detailed explanation of all restrictions and constraints on the
sale of long and short-term debt. Short-term debt should include notes,
bank lines of credit and commercial paper, if any. If interest coverage
requirements apply to any class or classes of debt, explain the requirements
and provide a calculation of the coverage for the most recent twelve months'
period.

ANSWER

A1l debt issues, both short and long term, are governed by bond or note resolutions.
Each resolution contains certain covenants to secure the debt issue. See the
following referenced attachments for specific covenants:

1. Attachment 2-1, Article X (WNP No. 1)
Attachment 2-2, Article IX (KNP No. 4)

Attachment 3-1, Section 12
WNP No. 1 $77,000,000 Note Resolutinn

R T
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We have no bank lines of credit or commercial paper.

With respect to interest coverage requirements, see answer to question 1 (a) and
1(c) above.

QUESTION

4.

Provide copies of Official Statements prepared in connection with the most
recent WPPSS bond and note issuances, including issuances specifically related
to the financing of WNP-Units 1 and 4. If there are prospective debt issues
related to the subject units, provide copies of the preliminary official
statements.

Answer

LK

$77,000,000 WNP No. 1 Revenue Notes Series 1974 Official Statement is
included in the formal application, i.e., the 10CFR 50.33 and 50.37
information.

2. Attachment 4-1 - Preliminary Official Statement - WNP-4, WNP-5 and Skagit.
3. Attachment 4-2 - Official Statement for $125,000,000 Revenue Bonds - Ser es
1975A WNP-2.
QUESTION
5. Provide for each unit the most recent cost estimates grouped as follow::
(a) total nuclear productior ,‘ant costs; (b) transmission, distribution,
and general plant costs; and (c) nuclear fuel inventory cost for the first
core. Also, complete the attached schedule titled, "Plant Capital Investment
Summary”, for each unit using the most recent cost estimates.
ANSWER WNP No.1 WNP No.4
(a) Total nuclear production
plant costs $438,422,000 $435,824,200
(b) Transmission, distribution
and general plant costs $ 13,464,000 $ 10,043,400
(c) Nuclear fuel inventory
cost for the first core $ 44,005,000 $ 63,060,000

The amounts shown for (a) and (b) above represent direct construction costs.
The amounts shown for (c) excludes interest expense.



Attachment 5-1 WNP No. 1 "Plant Capital Investment Summary"
Attachment 5-2 WNP No. 4 "Plant Capital Investment Summary"

QUESTION

6. If nuclear fuel for the facility is to be acquired by lease or other
arrangement than purchase, submit copies of the lease or documents relating
to the “"other arrangement".

ANSWER
Nuclear fuel will be acquired by purchase.

QUESTION

7. Indicate the earliest and latest estimated dates for completion of construction
of each unit, if changed from those presently shown.

ANSWER

There are no changes in those dates provided in Amendment No. 1 of the application.

QUESTION

8. Provide copies of WPPSS' financial statements for the most recent twelve
months' period. Include the "Statement of Funds" for the subject nuclear
units. Also, copies of similar statements for the corresponding twelve
months' period ended in the previous year should be submitted. Subsequent
to the current submission, continue to submit copies of the WPPSS annual
financial statements as required by 10 CFR 50.71(b).

ANSWER

We maintain separate books of account for each project once the project has its
own funding. Attachment 8-1, WNP No. 1 balance sheet and statement of funds is
the first and most recent financial statement for the Project (fiscal year-end
is June 30). WNP No. 4 is presently being accounted for in the WPPSS Gereral
Fund set of books. Attachment 8-2, WPPSS General Fund Balance Sheet, incluces
WNP No. 4 costs through April 30, 1975.



QUESTION |

9. Provide for each of the five investor-owned Comoanies the following information.

(a) Copies of the 19724 Annual Report to Stockholders.

ANSWER
Attachment 9(a)-1

QUESTION

9. (b) Copies of interim financial statements including income and retained
earnings statements and balance sheet for the most recent twelve morths'
period. Copies of similar statements for the corresponding twelve months'
period ended in the previous year should also be submitted.

ANSWER

The most recently issued financial statements are the 1974 Annual Reports *o
Stockholders of the five investor owned companies as supplied in 9(a) above.
Statements for the previous twelve months have already been supplied in the
1973 Annual Reports to Stockholders in Amendment number one to the formal
application.

QUESTION

9. (c) Copies of the prospectus for the most recent security issue.

ANSWER
Attachment 9(c)-1

QUESTION

10. Provide a 1974 update of the financial and operating summaries of the
104 conusmer-owned Participants as presented in Schedule III, Exhibit A,
of Amendment No. 1.

ANSWER
Attachment 10-1

QUESTION

11. Indicate the amount of WPPSS' most recent rate relief action and provide
copies of the relative rate order(s) establishina the increases. Provide
details of the amounts and timing of any prospective WPPSS rate increases.
Describe the statutory authority, if any, allowina WPPSS to charge rates
to its member utility districts that are sufficient to cover all costs of
operation plus a reasonable return on investment.

ANSWER

As set forth inr Page 5 of our final application in response to 50.33(i), the
Supply System does not have rates but is reimbursed for its costs. Our Project
net billing and(nr power sales contracts with Participants allow for complete
recovery of project costs including debt service. WPPSS is a municipal corpor-
ation and joint operating acency of the State of Washington. None of the pro-
jects nor the General Fund have any equity. During the conctruction phase,

project costs, including net interest expense and administratio
and overhead, are capitalized. n and general

With respect to operating plants, revenues and expenses are equal, since we
are only concerned witn cost recovery.
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$25,000,000
WASHINGTON PUBLIC POWER SUPPLY SYSTEM

AlluicipdCorponﬂonndnJohtOpmﬁngAmeyoflho
State of Washington
414 % Washington Public Power Supply System
Nuclear Project No. 1 Revenue Notes, Series 1973

Dated: February 15, 1973 Due: December 15, 1975

Principal and semi-annual interest (June 15 and December 15, first coupon due June ; 5, 1973) payable
at Morgan Guaranty Trust Company, New York, New York, or Seattle-First National Bank,
Seattle, Washington. The Notes will be in coupon form in the single denomination
of $25,000, or any multiple thereof.

 —————— -

Interest exempt, in the opinion of Bond Counsel, from federal income taxation under existing laws and
regulations and a specific ruling to be received from the Internal Revenue Service with respect to
“the Notes. (See statement under the caption “Tax Exemption” herein.)

The Notes are being issued to finance a portion of the cost of acquisition and construction of the
Washington Public Power Supply System Nuclear Project No. 1. This Project will be constructed and
operated by the Supply System pursuant to an agreement between the Supply System and the Bonneville
Power Administration. The Project’s entire capability will be sold by the Supply System to certain
statutory preference customers and private utility customers of Bonneville and assigned by such customers
to Bonneville under Net Billing Agreements and Exchange Agreements, respectively. The Exchange
Agreements provide that beginning July 1, 1980, each such private utility will purchase a portion of
Project capability and exchange it with Bonneville which will supply a certain amount of power to such
utility with payment to be made by the utility to the Supply System. Pursuant to the Net Billing Agree-
ments, the balance of Project capability will be sold to the preference customers who will pay to the
Supply System an amount equal to the Project’s annual costs, less any amounts received from the private
utility customers pursuant to the Exchange Agreements. Each preference customer will assign its share
of Project capability to Bonneville which will credit the payments made to the Supply System by such
preference customer against billings made by Bonneville to such preference customer for power and
certain services. The Net Billing Agreements provide that each such customer is obligated to pay the
Supply System whether or not the Project is completed, operable, or operating and notwithstanding the
suspension, interruption, interference, reduction or curtailment of the Project output.

The Notes, together with iateres: thereon, will be payable from any moneys of the Supply System
that may be !awfully applied thereto including revenues of the Project and the proceeds of revenue bonds
or refunding notes of the Supply System. Interest on the Notes wili be capitalized to maturity.

The Notes are to be issued subject to the approval of legality by Wood Dawson Love & Sabatine, New
York, New York, Bond Counse! to the Supply System, ard Houghton, Cluck, Cou‘;hlin & Riley, Seattle, Washington,
Special Counsel to the Supply System. ' is expected that the Notes in definitive form will be ready for delivery on
or about February 27, 1973.

February 8, 1973
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OFFICIAL STATEMENT

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(A Municipal Corporation and a Join: Operating Agency of the State of Washington)

$25,000,000 414 % Washington Public Power Supply System
Nuclear Project No. 1 Revenue Notes, Series 1973

February 8, 1973

The purpose of this Official Statement, which includes the cover page hereof, is to set forth informa-
tion concerning Washington Public Power Supply Sysiem (the “Supply System™), its Washington Public
Power Supply System Nuclear Project No. 1 (the “Project”) and its $25,000,000 Washington Public
Power Supply System Nuclear Project No. 1 Revenue Notes, Series 1973 (the “Notes” ), in connection with
the sale by the Supply System of the Notes and for the information of all who may become hoiders of such
Notes. The Notes are to be issued pursuant to the Revised Code of Washington, Chapter 43.52, as
amended (the “Act™) and Resolution No. 606 (thc “Resolution™) adopted February S, 1973 by the
Supply System.

PURPOSE OF THE NOTES

The purpose of the Notes is to pay a portion of certain preliminary costs of the Project, including
paying at maturity a portion of certain notes previously issued by the Supply System for such purpose and
repaying temporary loans from other funds of the Supply System also used for such purpose. The
estimated application of the proceeds from the sale of the Notes to pay such costs is set forth herein
under “Estimated Application of Note Proceeds”.

THE SUPPLY SYSTEM

The Supply System, a municipal corporation and a joint operating agency of the State of Washing-
ton, wes organized in January, 1957, pursuant to the Act. Its membership is made up of 18 of the
operating public utility districts in the State and the Cities of Richland, Seattle and Tacoma, Washington.
The Supply System has the authority, among other things, to acquire, construct and operate plants,
works and facilities for the generation and transmission of electric power and energy. The Supply
System has the power of eminent domain. but it is specifically precluded from the condemnation of any
plants, works or facilities owned and operated by any city, public utility district or privately-owned
electric utility.

The Supply System presently owns and operates the electric generating and associated facilities on
the United States Atomic Energy Commission’s Hanford Reservation (the “Hanford Project”) with a
name plate rating of 860,000 kilowatts which has produced more than 18 billion kilowatt-hours of electric
power since startup in April, 1966, and is currently the second largest producer of nuclear generated
electricity in the United States; and the Packwood Lake Hydroelectric Project with a name plate rating
of 27,500 kva. In 1963, the Supply System issued $122,000,000 Hanford Project Electric Revenue
Bonds, $70,805,000 of which are presently outstanding. In 1962 and 1965, the Supply System sold
$10,500,000 and $3,200,00C Packwood Lake Hydroelectric Project Revenue Bonds, of which
$13,181,000 are still outstanding. Both Hanford and Packwood bonds are payable solely from the
revenues of the respective systems which they financed.

In addition, the Supply System has begun preliminary construction on a 1,100,000 kilowatt nuclear
plant on the Hanford Reservation to be known as Washington Public Power Supply System Nuclear
Project No. 2 and has issued $55,000,000 of notes to finance such work. The Supply System is also
planning a 1,200,000 kilowatt nuclear plant at a site yet to be selected to be known as Washington
Public Power Supply System Nuclear Project No. 3 and has financed certain preliminary investigations
in connection with such plant from a portion of the proceeds of a $1,500,000 note issue.

The Supply System has its principal office in Richland, Washington. The management and control
of the Supply System is vested in a Board of Directors composed of representatives of the 18 member
public utility districts and the Cities of Richland, Seattle and Tacoma. Regular meetings of the Board
are held quarterly

3



An Executive Committee of the Board administers the business of the Supply System between
regular meetings of the Board. Members of the Executive Committee are:

Ed Fischer, Commissioner, Public Utility District No. 1 of Clark County, Chairman

W. G. Hulbert, Jr., Manager, Public Utility District No. 1 of Snohomish County

Glenn C. Walkley, Commissioner, Public Utility District No. 1 of Franklin County, Vice
Chairman

E. Victor Rhodes, Commissioner, Public Utility District No. 2 of Pacific County, Secretary

Gordon Vickery, Superintendent, Seattle City Light, City of Seattle

A. J. Benedetti, Director of Utilities, City of Tacoma

D. F Hughes, Manager of Engineering and Planning, Public Utility District No. 1 of Cowlitz
County

The Executive Committee holds regular meetings each month and special ineetings as often as the
business of the Supply System may require.

Members of the Supply System and their respective representatives on the Board of Directors are
as follows:

Public Utility District No. 1 of Benton County .............. John Goldsbury
Public Utility District No. 1 of Chelan County. .............. Kirby Billingsley
Public Utility District No. 1 of Clallam County.............. Alvin E. Fletcher
Public Utility District No. 1 of Clark County. ............... Ed Fischer

Public Utility District No. 1 of Cowlitz County. ............. D. E. Hughes
Public Utility District No. 1 of Douglas County.............. Howard Prey
Public Utility District No. 1 of Ferry County. ............... Thomas F. Kroupa
Public Utility District No. 1 of Franklin County.............. Glenn C. Walkley

Public Utility District No. 2 of Grant County. . .............. John L. Toevs
Public Utility District No. 1 of Grays Harbor County.......... J. Tannahill

Public Utility District No. 1 of Kittitas County. . ............. Harold W. Jenkins
Public Utility District No. 1 of Klickitat County. .. ........... Gerald C. Fenton
Public Utility District No. 1 of Lewis County. ............... Arnold J. James
Public Utility District No. 3 of Mason County. . ............. Edwin W. Taylor
Public Utility District No. 2 of Pacific County. .............. E. Victor Rhodes
City of Richland ..........ccviiiiviirinniinniinnnenns Joseph Shipman
City of Seattle ...........cioiinuiesirtoriirsansinsons Gordon Vickery
Public Utility District No. 1 of Skamania County............. Rolf E. Jemtegaard
Public Utility District No. 1 of Snchomish County............ W. G. Hulbert, Jr
City of TASOMA . ... ..c0vvviriurirueiosriosasnensnenss A. J. Benederi
Public Utility District No. 1 of Wahkiakum County........... Francis Loago

The officers of the Supply System elected by the Board are Howard Prey, President; Alvin E.
Fletcher, Vice President; and E. Victor Rhodes, Secretary.

The chief administrative officer of the Supply System is J. J. Stein, Managing Director. The
principal administrative positions of the Supply Syst*m are:

Managing Director . ............coou0ns J. J. Stein

Deputy Managing Director . ............ L. L. Humphreys
Manager Engineering and Construction . ..J. R. Church
TN o« cocvovscisins saasnsssnne Elmer A. Landin, Jr.
Legal Counsel ............ccovvuenvnes Richard Q. Quigley
OO oscovsiosansasnesanrisnare J. T. Bobo

ANIRIE ..rvivisrnvatreinsssssbrsases C. W. Godfrey

o connection with this Project, the Supply System has engaged R. W. Beck and Associates as
consulting engineer (“Consulting Engineer”), United Engineers & Constructors, Inc. as architect-engineer
(“Construction Engineer”), The S. M. Stoller Corporation as nuclear fuel consultant, and Blyth Eastman
Dillon & Co. Incorporated as financial consultant (“Financial Consultant™).

E



{

-

THE PROJECT

The Project will be constructed and operated by the Supply System pursuant to an agreement (the
“Project Agreement”) between the Supply System and the Bonneville Power Administration (“Bonne-
ville”) as part of a Hydro-Thermal Power Program designed to meet the anticipated needs for power in
the Pacific Northwest. The following is a general description of the Project; for a more complete
description, reference is made to the report of the Consulting Engineer attached as Exhibit 11 to this
Official Statement.

The Atomic Energy Commission (the “AEC”) has notified Bonneville and the Supply System
that the dual-purpose nuclear reactor owned and operated by the AEC which supplies by-product steam
to the two existing generators included in the Hanford Project is now scheduled for shut-down on July 1,
1975. Bonneville has determined that it is not economical for the Supply System to undertake the licensing
and operation of the AEC reactor in order to maintain the Hanford Project in operation and has notified
the Supply System that it would not approve expenditures for such licensing. Accordingly the Hanford
Project as such will cease production of power when the AEC reactor ceases operation. The Supply
System has negotiated with all parties to the various agreements concerning the use of the output of the
Hanford Project and has received approval to incorporate the existing turbine generators and other
useful parts of the Hanford Project as part of the Project.

The Project will be located on the Hanford Reservation (at the site of the Hanford Project) 30 miles
northwest of the City of Richland, and will coasist of a pressurized water nuclear-electric generating plant
baving a nominal capacity of 1,220,000 kilowatts, togsther with associated facilities to deliver the output
to Bonneville's high voltage transmission system in the vicinity of the Project.

The Project will utilize a Babcock and Wilcox pressurized water reactor steam supply system, a
new General Electric topping turbine generator and the two existing turbine generator units (as they wil!
be modified) of the Hanford Pruject.

The Supply System has entered into contracts for certain long delivery items for the plant including
the nuclear steam supply system, the topping turbine generator and nuclear fuel. Under its current
schedule, the Supply System anticipates (i) receipt of the AEC construction permit in the fall of
1974; (ii) fuel loading in the spring of 1980; and (iii) commercial operation in September, 1980. The
Supply System has considered environmental factors relevant to the Project together with the technical
and economic matters referred to herein; it has taken the steps required to date to conform with the
Washington State Environmental Policy Act of 1971, including the preparation of an environmental
impact statement, and will continue to meet the requirements of that Act.

The Supply System expects to adopt a Bond Resolution to provide for “he permanent financing of
the Project in early 1975. The Construction Engineer and the Supply System have estimated that the
cost of construction, exclusive of the initial nuclear core, sales tax, owner's costs, financing costs and
interest during construction, will be $415,300,000. The Cousulting Engineer and the Financial Consultant
(assuming four bond issues) have estimated the aggregate principal amount of the issues to be
$607,000,000, at an assumed interest rate of 6%.

SECURITY FOR THE NOTES

The Notes, together with interest thereon, shall be payable from any moneys of the Supply System
that may be lawfully applied to the payment thereof, including (i) revenues of the Project, including all
payments to be made to the Supply System pursuant to certain agreements (the “Net Billing Agreements™)
described below; and (ii) the proceeds of revenue bonds or refunding notes of the Supply System. Interest
on the Notes will be capitalized to maturity.

The Project’s entire capability will be sold by the Sunply System to 104 statutory preference
customers (the “Participants”) and S private utility customers (the “Companies”) of Bonneville, and
assigned by such customers to Bonneville pursuant to the Net Billing Agreements and certain agree-
ments (the “Exchange Agreements™), respectively. The Exchange Agreements provide that each Com-
pany will purchase 6.494% of the Project capability during the period beginning July 1, 1980 and



ending June 30, 1996 and exchange its share of Project capability with Bonneville which will supply a
certain amount of power to the Company with payment to be made by the Company to the Supply
System. Pursuant to the Net Billing Agreements the balance of Project capability will be sold to the
Participants who will pay to the Supply System an amount equal to the Project’s annual costs, less any
amounts payable by the Companies pursuant to the Exchange Agreements. Each Participant will
assigu its share of Project capability to Boaneville which will credit the payments made to the Supply
System by such Participant against billings made by Bonneville to such Participant for power and certain
services. The Net Billing Agreements provide that the Participants are obligated to pay the Supply
System whether or not the Project is completed, operable, or operating and notwithstanding the
suspension, interruption, interference, reduction or curtailment of the Project output.

If for any reason the Supply System is unable to issue and sell revenue bonds or refunding notes to
obtain funds to pay the principal of the Notes, together with any interest thereon, when due, or is unable
to proceed with the financing of the Project, the Supply System coveaants in the Resolution that it will
terminate the Project as provided in Section 15 of the Project Agreement and will invoke the provisions
of Section 10 of each of the Net Billing Agreements.

The Supply System may terminate the Project pursuant to Section 11(a) or Section 15 of the Project
Agreement if it is determined that the Supply System is unable to comstruct, operate or proceed as
owaer of the Project due to licensing, financing, or operating conditions or other causes which are
beyond its coatrol.

Pursuant to the Resolution and Section 10 of the Net Billing Agreements, upon giving the notice
of termination of the Project the Supply System shall make monthly billing statements to the Participants
in amounts sufficient to pay the Notes; provided, however, that the maximum monthly amount which
can be billed to any Participant, under these circumstances, cannot exceed the ability of Bonneville to
allow net billing credits in such month to said Participant in the manner provided in the Net Billing
Agreements, taking into account all assignments which can be made pursuant to the Net Billing

Agreements.
ESTIMATED APPLICATION OF NOTE PROCEEDS

mptoeeedlkomtheulcoftheNomwiubeappliedtothepaymentonbeestimnedprenmimry
costs set forth below. The Supply System estimates that these funds will be sufficient to pay all expenses
necessary to obtain a construction permit for the Project from the AEC, to receive site certification from the
State of Washingion and to pay certain initial construction costs of the Project. The Supply System
presently plans to sell a portion of the permanent bonds as soon as practicable after receiving the construc-
tion permit and fund the Notes at such time. The Supply System anticipates the issuance of such permit
in the fall of 1974.

Estimated Disposition of Proceeds
$25,000,000 Notes
Initial Conatroction COMB ......ccovvvteroncrcnsecasesasssssnsnsssssssssses $ 1,000,000
Engineering and Construction PRI L) .. rcviirissncsurasurnransenns 17,183,000
Escalation and CoDUDGENCIES . ... ........covriiuinrrneneiiiarnsniosnononss 2,500,000
R S R RIS PR RS P PR SR S 50,000
Supply System’s Direct COSt . .........oouiiiiinaiiiiinririiiiiiiiinanaians 2,253,000
Note Discount and Financing Expenses ............... ... 0iviiivannnnnns 386,000
Capitalized Interest(2) . .........covviriirianiriiisniiiiiiiriiriniiaes 3,010,417
QNI OIS .o vonssrnniessrsssesesssnsssssssssorsnssonponssoses $26,382,417
Less: Investment Eammings . ..........ccovviniiniinianiranseranss sansanens 1,382,417
Principal Amount of Note Issue .. ............ccoiiiiiiiiiiiiniinnns $25,000,000

(n lu'hlhuhpnymolmutpnionof wiacipdolmdinmeﬂonu!l.’&.@nocimwhichwn

Inc!

'md u&nmﬂmymtoluymprmbnmtmmotwmndlottMSupplySymuudfor
is purpose.

(1) Assuming an interest rate of 4.25%.



BONNEVILLE POWER ADMINISTRATION

The Bonneville Power Administration, an agency of the U. S. Department of the Interior, was
established by the Bonneville Project Act of August 20, 1937, to build transmission facilities and to
market power from federal hydroelectric projects in the Pacific Northwest. Such projects now number
26 with an installed capacity of 10,124,900 kilowatts. These projects and authorized new projects
and additions at existing projects will have, when completed, an installed capacity of approximately
21,335,900 kilowatts. Bonneville's transmission facilities include nearly 12,000 miles of 115 kv to 500
kv ac and 800 kv dc transmission lines. These transmission facilities together with the hydroelectric
projects mentioned above comprise the Federal Columbia River Power System.

Bonneville's revenues from the Federal Columbia River Power System for the past five fiscal years by
major clas.iLcations of customers were as follows:

Bonneville’s Revenues by Major Classification of Customers(1)

Fiscal Year Other Transmission
June 30 Costomers Cetiities Industrial and Other Total
o AR $49,134,719  $12,515,810 $39,498338 $16,739,045 $117,887,912
L N R 55,752,314 16,967,117 46,204,161 18,353,608 137,277,200
RO vaas e 58,419,581 20,319,033 50,063,203 18,878,209 147,680,026
) e e U 64,078,043 25,120,610 45,418,745 21,060,576 155,677,974
g SRR 69,391,748 37,847,546 45,733,067 23,013,074 175,985,435

(1) From Bonneville Summary Financial Data.

In addition to the federal hydroelectric projects, Bonneville has entered into arrangements for the
acquisition of additional power supply and storage. Under a treaty between the United States and
Canada and agreements associated with this treaty relating to the development of the Columbia River,
Bonneville, acting jointly with the U. S. Army Corps of Engineers as the U. S. entity, has obtained
certain rights to 15,500,000 acre-feet of hydro storage on the Columbia River in Canada. The City of
Eugene, Oregon, a preference customer of Bonneville, has a 30% ownership share in the capability of
the Trojan Nuclear Project (sec section herein entitled “The Hydro-Thermal Power Program and Power
Supply in the Pacific Northwest”). Bonneville has contracted to obtain through net billing Eugene's
share of Trojan's capability and anticipates receiving power and energy therefrom in 1975. Bonneville
has also contracted to obtain through net billing 100% of the capability of the Supply System’s Nuclear
Project No. 2 and anticipates receiving power and energy therefrom in 1977.

Bonneville also transmits over its transmission facilities the major portion of the power from 11
nonfederal projects to various private and public utilities in the Pacific Northwest.

The Federal Columbia River Power System has interconnections with other regious in the United
States and Canada. Three high voltage transmission lin~ interconnections (two 500 kv ac, one 800
kv dc) of the Pacific Northwest-Pacific Southwest Intertie have been completed and are now in operation.
Two 500 kv ac lines will interconnect the Federal Columtiz River Power System with British Columbia,
Canada, and several 230 kv ac lines interconnect the eastern portion of the system with utilities in the
Mountain States and adjz ent Canadian provinces. There interconnections provide, in addition to mutual
support in the event of a breakdown or emergency, the means to carry capacity and energy which is
surplus to the Pcific Northwest needs to these areas, and conversely to carry surplus capacity and energy
from these areas into the Pacific Northwest.

Bonneville Contracts

Bonneville and each of the Participants have entered into one or more contracts requiring payments to
Bonneville for the purchase or exchange of power, the operation and maintenance of facilities or the
transmission of power over the Federal Columbia River Power System.
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Bonneville markets power 1o 158 customers, including 104 preference customers (public bodies and
cooperatives which have preference and priority upon power from the Federal Coiumbia River Power
System pursuant to the Bonneville Project Act, as amended) under ihe terms of various power szles
and exchange contracts. Each of the Participants is a preference customer and is a party to at least one
such contract. The power sales contracts gezerally provide for the sale and delivery of firm power to a
Participant in the amount of its requirements for power over and above the generating resources, if any,
that the Participant has available to serve its own loads. Boaneville's obligation is effective for the term
of the contract ualess Bonneville gives the Participant at least five years' prior notice of insufficiency of
supply. Bonneville as a policy matter has agreed to give the Participants eight years' uutice and an eight
year notice provision has been included in ail such power sales contracts executed since March 2, 1971.
At the end of such notice period Bonneville may restrict its deliveries to an amount which is not less than
the amount which Bonneville will be obligated to deliver in fiscal year 1976 or 25,000 average kw,
whichever is more.

‘These power sales contracts are usually for a term of twenty years and contain provisions for a rate
review once each five years, the next rate review date heing December 20, 1974. In the past Bonneville has
replaced its power sales contracts on or prior to their expiration with new power sales contracts.

THE PARTICIPANTS AND THE COMPANIES

The Project has 104 Participants, of which 2 are municipalities, 28 are districts and 47 are co-
operatives. The Participants will contract to purchase 67.53% of the Project’s capability during the
period 1980 to 1996 and 100% of the Project’s capability thereafter. The Companies will contract to
purchase 22.47% of the Project’s capability during the period 1980 to 1996. Exhibit I attached hereto
lists each Participant and Company and indicates its snare of the Project capability purchased.

Pursuant to the Exchange Agreements, each of the S Companies will purchase 6.494% of the
Project’s capability from the Supply System during the period 1980 to 1996 and exchange such capability
with Bonneville for 80 megawatts of capacity and 68 megawatts average annual energy. Payments to the
Supply System for the period '980 to 1990 will be computed under the applicable Bonneville wholesale
rate schedule for such capacity and average annual energy. For the period 1990 to 1996, each Company
will pay 6.494% of the Fixed Cost and Operation, Maintenance and Other Costs (as defined in the
Exchange Agreements), plus payments with respect to fuel costs, certain reserves and transmission costs.

The Participants, all of which are statutory preference customers of Bonneville, currently obtain
all or part of their power supply and other services from Bonneville, and, under their power sales and other
contracts, will have an estimated net billing capacity which in the aggregate is estimated tc be in excess of
their share of the Project’s estimated annual costs paid to the Supply System. Each articipant’s share
of such annual costs will be “net billed” (credited) against the bulings made by Bonneville to the Par-
ticipant on a monthly basis under its power sales and other contract(s).

Prior to the sale of the Notes each of the Participants wiil have executed a Net Billing ‘Agreement,
as more fully described below, with the Supply System, and Benneville.

Under the Net Billing Agreements and the Exchange Agreements, each Participant and each Com-
pany assigns its share of the Project’s capability to Bonneville, and the entire output of the Project is to
be added to and pooled with the other power sources available to Bonneville.

Since the Participants’ payr <nts to the Supply System will be net billed, the cost of their share of the
power produced by the Project will be borne by Bonneville customers. Bonneville has assured Corg:ess
that “any costs or losses to Bonneville under these agreements will be borne by all Bonneville rate payers
through rate adjustments, if necessary.”



THE HYDRO-THERMAL POWER PROGRAM AND POWER SUPPLY
IN THE PACIFIC NORTHWEST

The Joint Power Planning Council, consisting of 108 public and private utilities in the Pacific North-
west and Bonneville, was formed to plan the coordination of existing and future thermal and hydro-
electric resources in the Northwest. The major part of the power supply for the Pacific Northwest has
historically been from hydroelectric generating resources. However, the remaining hydro projects to be
developed in the Northwest will be essentially peaking projects. The area has turned to therma! genera-
tion for its base load resources for the future. The combination of hydro peaking and large scale thermal
generating plants was found by the Joint Power Planning Council to be the most economic means of provid-
ing additional power to meet the area’s power requirements. The most economic thermal units are too
large for any one of the preference customers to install for its own needs. As a result, the Joint Power
Planning Council developed the “Hydro-Thermal Power Program”. This program has been endorsed by
the current and previous Administrations and by the Congress.

The utility members of the Joint Power Planning Council have concluded that the Hydro-Thermal
Power Program will:

1. Best preserve the environment and natural beauties of the Pacific Northwes:.

2. Make efficient and economic use of the Federal Columbia River Transmission System.

3. Obtain the economies of scale from large thermal generating plants,

4. Meld the output of large thermal generating plants with that of existing hydro-generating
units and the peaking generation units which will be instailed at existing dams, to achieve the most
ecunomic and reliable power supply to meet the power requirements of the Pacific Northwest.

The first large scale steam elec.ric generating piant built under the Hydro-Thermal Power Program
is the Centralia Steam Plant which is jointly owned by Pacific Power & Light Company, The Washington
Water Power Company, Portland General Electric Company, Puget Sound Power & Light Company, the
Cities of Seattic and Tacoma and the Public Utility Districts ot Grays Harbor and Snohomish Counties.
The initial installation consists of two 700,000 kilowatt steam electric generating units using coal strip-
mined from a nearby coal field for fuel. The first unit was placed in operation in late 1971, and the
second unit in late 1972,

The first singie-purpose nuclear fueled electric generating plant in the Pacific Northwest, and the
second plant in the Hydro-Thermal Power Program, is under construction by the Portland General
Electric Company at the Trojan site on the Columbia River downstream from Portland, Oregon. The
plant is jointly owned by the Portland General Electric Company, the City of Eugene, Oregon and
Pacific Power & Light Company. This plant with a capacity of approximately 1,130,000 kilowatts is
scheduled for completion in 1975. ‘(he third power installation in the Program is Pacific Power & Light
Company’s coal-fired units o be installed at the Jim Bridger Plant located near Rock Springs, Wyoming.
The first 500,000-kilowatt generating unit at Jim Bridger is not included in the Hydro-Thermal Power
Program as its output is to be used outside the Pacific Northwest coordinated system. The second and third
units, for use in the coordinated system, are scheduled for operation in late 1975 and late 1976,
respectively.

The fourth installation is to be the Supply System’s Nuclear Project No. 2, a 1,100,000 kilowatt plant
on the Hanford Reservation, which is scheduled for commercial operation in September 1977. Portland
General Electric Company is planning a nuclear installation siear Boardinan, Oregon, to be included as the
fifth project under the Hydro-Thermal Power Program for operation in 1980. The sixth plant under this
program is to be the Project, which is scheduled for operation in 1980. The Supply System’s Nuclear
Project No. 3, a 1,200,000 kilowatt plant to be located at a site vet to be selected, is scheduled for initial
operation in 1981 as the seventh plant under this program. Preliminary investigations on the Supply
System's Nuclear Project No. 3 and the Project have been financed from ihe proceeds of a $1,500,000
note issue of the Supply System. It is expected that additional notes will be issued in the future for ad-
ditional costs on Nuclear Project No. 3.



The present Hydro-Thermal Power Program of thermal generating plants for installation through
1981 is tabulated below:

Thermal Plant Schedule of Hydro-Thermal Power Program Schosuied
_!r& Principal c-'é':':{v Commtosiet
E Sponsor Location Type (Mw)  Operation
1 Pacific Power & Light C-mpany Centralia, Coal-fired 700 (I
The Washingtor Water Power Washington Coal-fired 700 (1)
Coup)uy (Centralia Steam

..................... Near St. Helens, Oregon  Nuclear 1,130 July 1975
3 Pacific Power & Light Company

(Jim Bridger Plant) ....... Rock Springs, Wyoming  Coal-fired 500 Sept. 1975
500 Sept. 1976
4 thm:on’ Public Power Sup-
y System (Nuclear Project
B o este b ap ey e Hanford, Washington Nuclear 1,100 Sept. 1977
S Portland General Electric Com-
pany (Boardman Plant) .. ... Near Boardman, Oregon  Nuclear 1,2 Sept. 1980

6 Washin Public Power Sup-
nly ystem (Nuclear Project
T o ErEREE Hanford, Washington Nuclear 1,220 Sept. 1980

7 Wuhin{ton Public Power Sup-
ly System (Nuclear Project
0.3) ciiviiiiennnnrions Site under consideration  Nuclear 1,200 Sept. 1981

————

(1) Currently in operation at reduced capacity.
The Joint Power Planning Council is now considering further installations to meet the power
requirements of the Pacific Northwest during the 1980s.

In addition to the foregoing major projects in the Pacific Northwest, The Montana Power Company
and Puget Sound Power & Light Company are constructing a coal-fired steam electric generating plant
at Colstrip, Montana. A portion of the output of this project will be used outside of the Pacific
Northwest coordinated system and the balance of the output will be used by Puget Sound Power & Light
Company io assist in meeting its needs within the Pacific Northwest. Present plans provide for 350,000
kilowatts to be available to Puget Sound Power & Light Company by 1976. Planning is proceeding on
additional 525,000 kilowatt blocks presently scheduled for initial operation in September 1978 and
September 1979.

Power Requirements and Resources

Each year the Pacific Northwest Utilities Conference Committee (PNUCC), the committee of
Pacific Northwest utilities which has the responsibility for estimating loads and resources, prepares a
Long-Range Projection of Power Loads and Resources for Thermal Planning (Long-Range Projection ),
which presents an analysis of both peak and energy loads and resources available to meet them. The
most recent Long-Range Projection is dated March 24, 1972. The estimated resources available to
meet projected loads in terms of dependable capacity and firm energy as contained in that analysis are
summarized in the following tables. However, recent studies by Bonneville and other PNUCC members
indicate that projected area peak and . . .rgy loads in the years 1974-75, 1975-76 and 1977-78 will be in
excess of the projected peak and energy resources which will be available in the area in such years The
Long-Range Projection dated March 24, 1972 which is summarized in the following tables does not
indicate a deficit in such vears, or indicates a deficit which is less than the deficits shown in such studies.
The resources assumed to be available in the Long-Range Projection are restricted to those plants ( ) &
in operation, or (2) under construction, or (3) those for which substantial funds have been made avail-
able for final planning. Accordingly, the projection did not include as assured resources the Boardman
Plant of Portland General Electric Company, the Supply System’s proposed Nuclear Project No. 3, the
Project or the additional units at the Colstrip, Montana plant.
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Firm Loads and Resources
Northwest Power Pool, West Group Area®

Peak Capability —Kilowatts
Balance
Wi tional or
Jading Buimated,, R R,
1973....... 20,269,000 21,088,000 (819,000) -— (819,000)
1974....... 21,698,000 22,195,000 (497,000) — (497,000)
ws....... 23,530,000 23,679,000 (149,000) — (149,000)
0%....... 24,376,000 26,219,000 (1,843,000) — (1,843,000)
T, i 25,496,000 26,989,000 (1,493,000) — (1,493,000)
1998....... 26,818,000 29,035,000 (2,217,000) — (2,217,000)
R s e e 28,122,000 30,982,000 (2,860,000 — (2,860,000)
0. ... s 29,698,000 31,070,000 (1,372,000) — (1,372,000)
s 31,404,000 31,053,000 351,000 1,037,000 (686,000)
B o = 2 32,570,000 31,416,000 1,154,000 1,037,000 117,000
1983....... 34,514,000 31,500,000 3,014,000 1,037,000 1,977,000
Energy Capability—/.verage Kilowatts
1973.. ..... 12,938,000 12,962,000 (24,000) — (24,000)
. .. 13,757,000 13,966,000 (209,000) — {209,000)
L P 14,640,000 14,187,000 453,000 — 453,000(4)
e R W 14,975,000 15,091,000 (116,000) — (116,000)
L S R 15,632,000 15,865,000 (233,000) — (233,000)
i Y 16,443,000 16,550,000 (107,000) - (107,000)
v PR 17,229,000 16,759,000 470,000 — 470,000
BN i ovin 18,066,000 16,889,000 1,177,000 — 1,177,000
L T 19,605,000 16,848,000 2,157,000 672,000 1,485,000
|, v SR 19,731,000 16,912,000 2,819,000 907,000 1912,
L T 20,638,000 16,922,000 3,716,000 1,031,000 2,685,000

(1) Parenthesis denotes surplus.

(2) After deducting 15% peaking reserves. Computed using West Group Forecast principies.
(3) Refer to text above

(4) Does not include Hanford Project operation which will add up to 420,000 avg. kw to West Group resources in the
year erding June 30, 1975,

* Area served by the utility members of the Joint Power Planning Council other than The Montana Power Company.

THE NET BILLING AGREEMENTS

Prior to the sale of the Notes, the Supply System, Bonneville and each Participant will enter into a
Net Billing Agreement. These Agreements will provide for the assignment to Bonneville by the Fartici-
pants of the capability of the Project, less the portion sold pursuant to the Exchange Agreemenis. The
Participants will pay the Supply Systein all costs associated with the Project including all obligations
incurred with respect to the Hanford Project after July 1, 1980, including the Supply System’s obligatons
under Resolution 178 (the bond resolution authorizing the bonds for the Hanford Proiect), less amounts
payable from other sources, including amounts payable under the Exchange Agreements. In consideration
of such assignment Bonneville will offset or credit the amounts paid by the Participants to the Supply
System against amounts owed Bonneville by the Participants for power purchased and certain services
under Bonneville Contracts. This system of offsets or credits is termed “net billing”. An abbreviated
summary of certain provisions of the Net Billing Agreements follows; however, reference should be made
to full text of the form of Agreements attached hereto as Exhibit III.

The capitalization of any word or words which is not conventionally capitalized (e.g. Project,
Participants) indicates that such words are defined in the Net Billing Agreements (Exhibit I1I). (The
same practice is followed in the summaries of the Project Agreement and Resolution which follow.)
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Term of the Agreement

Each Agreement becomes effective upon execution and delivery and will terminate on the date that
the Project Agreement terminates except as provided in Section 10(c) and as to accrued obligations and
liabilities. Net billing will begin on January 1, 1980, or the date of commercial operation, whichever is
earlier, or at some earlier date if the Project is terminated pursuant to Section 15 of the Project Agree-
ment, as hereinafter described.

Although the Net Billing Agreements may be terminated prior to the maturity of any notes or bonds,
the obligation of each of the Participants thereunder to pay its proportionate share of debt service on any
notes or bonds shail contitue until the notes or bonds have been retired, and Boanneville will continue
to be obligated to offset or credit these payments against the Participant’s Bonneville Contracts.

Ownership and Operstion

The Supply System will use its best efforts to arrange for the financing, design, construction, operation
and maintenance of the Project.

Sale, Purchase and Assignment

The Supply System will sell and each Participant will purchase its share of the Project Capability
and in turn will assign its share of such capability to Bonneville.

Method of Sale and Purchase

The Supply System sells and each Participant purchases its Participant’s Share of the Project Capa-
bility. The Participant’s Share after June 30, 1996 is the Participant’s Percentage shown in the last
column of Exhibit A to the Net Billing Agreement. In each Contract Year prior to July 1, 1996, it is the
percentage specified for such year in said exhibit multiplied by 0.6753. The purchase price to be paid
by each Participant in each Contract Year will be the amount specified in the Billing Statement rendered
to the Participant by the Supply System. The amount of the Billing Statement is determined by multiply-
ing the Annual Budget or any amended Annual Budget, less any other funds, including payments under
the Exchange Agreements, specified in the Annual Budget as being payable from sources other than
payments under the Net Billing Agreements, by the Participant’s Percentage. The Annual Budget shall
provide for all of the Supply System’s costs with respect to the Project in the Contract Year, including
debt service and all obligations with respect to the Hanford Project, including obligations under Resolution
178. The Participant is obligated to pay the Supply System whether or not the Project is completed,
operable, or operating and notwithstanding the sispension, interruption, interference, reduction or
curtailment of the Project output, and such payments shall not be subject to reduction and shall not be
conditioned upon the performance or nonperformance by the Supply System or Bonneville or any other
Participant under the Net Billing Agreements or any other agreement or instrument.

Assignment

The Participant assigns and Bonneville accepts the assignment of the Participant’s Share. In con-
sideration of such assignment, Bonneville will offset or credit the amounts paid by the Participant to the
Supply System under the Net Billing Agreement against amounts owed Bonneville for power purchased
and certain services under its Bonaeville Contracts.

Bonneville is obligated to make the offsets and credits specified in the Net Billing Agreements
whether or not the Project is completed, operable, or operating and notwithstanding the suspension.
interruption, interference, reduction or curtailment of the Project output. Such offsets and credits shall
not be subject to reduction and shall not be conditioned upon the performance or nonperformance by the
Supply System or Bonneville or any other Participant under the Net Billing Agreements or any other
agreement or instrument.
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Payment

Each Participant is obligated to pay the Supply System on a monthly basis its proportionate share of
the Supply System's annual expenses incurred in connection with the operation of the Proiect as specified in
its Billing Statement. Each month’s payments will be based on the amount of net billing credit received
from Bonnevilie by the Participant during the preceding month on its Bonneville billings. if the credits
received from Bonneville are less than the Participant’s share of expenses for a Contract Year, the Par-
ticipant is nevertheless obligated to pay its proportionate share of such expenses.

Bonneville may enter into net billing agreements with any or ali of the Participants in connection
with the construction and operation of other thermal generating plants, and has entered into such
agreements with most of the Participants in connection with either the Washington Public Power Supply
System Nuclear Project No. 2 or the Trojan Project. Pursuant to the Net Billing Agreements, Bonneville
will offset the amounts it owes under the Net Billing Agreement and all other net billing agreements which
it may have in effect with each Participant against the sum of the amounts that such Participant may owe
Bonneville for power and certain services in the proportion that the amount specified in the current Billing
Statement bears to the sum of the amounts to be paid by Bonneville under all such agreements for that
Contract Year. Each Net Billing Agreement provides that Bonneville and the Participant shall not enter
into any agreemients providing for payments to the Participant which Bonneville estimates will cause
the aggregate of its billings to the Participant to be less than 115 percent of the Bonneville net billing
obligations to the Participant under all agreements providing for net billing.

If Bonneville is unable to net bill the amounts to be paid to the Supply System because the dollar
obligations due Bonneville from a Participant are, or zre expected to be, insufficient to offset Bonneville's
dollar obligations to such Participant, Bonneville will endeavor to arrange for a voluntary assignment of
such amounts which cannct be net billed and the Partcipant shall make any such assignment so arranged.
The other Participants will have the first right to accept such assignment, pro rata among those exercising
such right, before such an assignment is made to a customer who is not one of the Participants. If Bonne-
ville is unable to arrange for such an assignment, the Participant will make such assignment to the other
Participants, who are obligated to accept it, pro rata. provided that the sum of such assignments to a
Participant shall not, without its consent, exceed either 25% of the Participant’'s Share of Project
Capability or its net billing capability.

Nevertheless, if all or a portion of the Participant's Share is assigned as described above, the Partici-
pant will emain liable to pay the purchase p:ice for its Share in accordance with its Agreement as if
such assignment had not been made. Such liability of the Participant will be discharged only to the extent
that the assignee of all or a portion of the Participant's Share shall pay to the Supply System the purchase
price for the Share so assigned.

If assignments cannot be made in amounts sufficient to bring into balance the respective dollar obliga-
tion of Bonneville and the Participant and an accumulated balance in favor of the Participant from a
previous year is expected by Bonneville to be carried for an additional year, such balance and any subse-
qQuent monthly net balances that cannot be net billed will be paid in cash to the Participant by Bonneville,
subject 10 the wvailability of appropriations for such purpose.

If Bonneville is unable to satisfy its obligation to an affected Participant by net billing, assignment
or cash payment and determines that this will continue for a significant period, the affected Participant may
direct that all or a portion of the power and energy associated with ite share be delivered by the Supply
System for the Participant’s account at a specified point of delivery either for the expected period of such
inability or the remainder of the tcrm of the Net Billing Agreement, whichever is specified by the
Participant when it elects to have such power and energy delivered to it. The amount of power and
energy delivered will be limited to the amount of the Participant's Share for which payment by Bonnevilie
cazcnot be made.
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Terminstion

If the Project is ended pursuant to Section 15 of the Project Agreement, as described below, Supply
System will give notice of termination of each Net Billing Agreement effective upon the date of t>rmina-
tion of the Project Agreement. Supply System shall then terminate all activities relating to construction
udopuuioudlhc?mjoctndmwmeulvqcmddhpoﬁumorukotmProjoctu
provided in the Project Agreement. After such termination, the Supply System will make monthly
accounting statements to Bonneville and each Participant of all costs associated with such termination.
mmom!ﬂymunﬁummuwﬂlcm-piwwchm:n:mnuraceivedbytheSupply
System from the disposition of Project assets, including amounts payable under the Exchange A greements.
If the monthly ccounting statements show that such costs exceed such credits, the Participant will pay
its portion of such excess costs to the Supply System. The payments will be made at times and in amounts
sufficient to discharge on a current basis the Participant’s Percentage of the amount which the Supply
System is required to pay into the various funds provided in the Bond Resolution for debt service and
all other purposes.

Bonneville's Approval and Project Consultant

If any proposal or item subject to approval by Bonneville is disapproved by Bonneville and an
alteraative proposal or item is suggested by Bonneville, Supply System shall adopt such suggestion or
within seven days after receipt of such disapproval, shall appoint a Project Consultant acceptable to
Bonneville to review the proposal or item. Proposals or items found by the Project Consultant to be
consistent with Prudent Utility Practice shall become immediately effective. Proposals or items found
by the Project Consultant to be inconsistent with Prudent Utility Practice shall be modified to conform
to the recommendation of the Project Consultant or as the parties otherwise agree and shall become
effective as and when modified. If any proposal or item referred to the Project Consultant Las not been
resolved and will affect the continuous operation of the Project, Supply System shall continue to operate
the Project and may proceed with the item as proposed by Supply System, or as proposed by Bonneville,
or as modified by mutual agreement of Supply System and Bonneviile. If the Supply System proceeds with
the item as proposed by it, and the iiem is determined by the Project Consultant to be inconsistent with
Prudent Utility Practice, Supply System shall bear any net increase in the cos: of construction or operation
of the Project resulting from such item without charge to the Project to the extent such item is found
by the Project Consultant to be inconsistent with Prudent Utility Practice.

Event of Defanlt

The Participant's Share of the Project Capabhility purchased by the Participant from the Supply System
and assigned to Bonneville under the Agreement will be automatically increased for the remaining term
of the Agreement pro rata with that of other nondefaulting Participants if, and to the extent that, one or
more of the Participants is unable, fails, or refuses for any reasen to perform its obligations under its
Net Billing Agreement; provided however, that the sum of such increases for each Participant, without
its consent, may not exceed an accumulated maximum of 25% of its Participant’s Share nor shall
any such increase cause the estimaie of the payments to be made by the Participant to the Supply
System to exceed the estimate of Bonneville's billings to the Participant for power and certain services
during the period of such increase.

Participant’s Rate Covenant

No Participant will be required to make payments to the Supply System under its Net Billing
Agreement except from revenues derived from the ownership and operation of its electric utility properties
and from payments by Bonneville under such Agreement. The Participant covenants that it will establish,
maintain and collect rates or charges for power and energy and other services, facilities and commodities
sold, furnished or supplied by it through any of its electric utility properties which shall be adequate to
provide revenues sufficient to enable the Participant to make the payments to Supply System pursuant to
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its Net Billing Agreement and to pay all other charges nd obligations payable from or constituting a
charge and lien upon such revenues.

The Exhibits described below are an integral part of the Net Billing Agreements and are attached
to the form of Net Billing Agreement appended to this Official Statement as Exhibit I11.

Exhibit A — A list of the Partcipants and their respective Participant’s Percentages.
Exhibit B — Description of the Project

Exhibit C — Contractual provision required by Statute or Executive Order. Under the pro-
visions of Executive Order 11246 of September 24, 1965 and the Rules and Regulations and relevant
Orders of the Secretary of Labor thereunder, the Supply System has been granted by the Director,
Office of Federal Contract Compliance, U. S. Department of Labor, a limited exemption from the
cancellation, termination, and suspension provisions contained in Section 3(f) of Exhibit C io the
Net Billing Agreements in the event of non-compliance with the Equal Opportunity clause contained
in said Agreements

THE PROJECT AGREEMENT

Prior to the sale of the Notes the Supply System and Bonneville will enter into the Project Agree-
ment. That Agreement, among other things, provides standards for the design, licensing, financing, con-
struction, fueling, operation and maintenance of the Project, and for the making of any replacements,
repairs or capital additions thereto. An abbreviated summary of some of the provisions of the Project

Agreement follows; however, reference should be made to the full text of the Agreement at:ached hereto
as Exhibit IV

Term

The Agreement becomes efiective upon its execution and delivery and will terminate when the Project
is terminated as provided in Section 15 of the Agreement.

Section 15 provides that the Project shall terminate and the Supply System shall cause the Project
to be salvaged, discontinued, decommissioned and disposed of or sold in whole or in part to the highest
bidder or bidders, or disposed of in such other manner as the partics may agree when:

(a) Supply System determines it is unable to construct, operate, or proceed as owner of the

Project due to licensing, financing, or operaung conditions or other causes which are beyond its
control.

(b) The parties determine the Project is not capable of producing energy consistent with
Prudent Utility Practice or, if the parties disagree, the Project Consultant so determioes, or

(¢) Bonneville directs the end of Project pursuant to the provisions of Section 11(a), which
provides that if the estimated cost of a replacement or repair or capital addition required by a gov-
ernmental agency after the Date of Commercial Operation exceeds 20 percent of the then depreciated
value of the Project, Bonneville may direct that the Supply System end the Project in accordance
with Section 15.

Design, Licensing and Construction of the Project

The Supply System agrees among other things (i) to perform its duties and exercise its rights in
accordance with Prudent Utility Practice; (ii) to use its best efforts to obtain all licenses. permits and other
rights and regulatory approvals necessary for the ownership, construction, and operation of the Project;
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(ifi ) to construct the Project in accordance with Prudent Utility Practice; and (iv) to use its best efforts
to schedule the Date of Commercial Operation as near as possible to September 1, 1980.

In the Agreement “Prudent Utility Practice” at a particular time means any of the practices,
methods and acts, including those engaged in or approved by a significant proportion of the electrical
utility industry prior to such time, or any of the practices, methods, and acts which, in the exercise of
reasonable judgment in light of the facts known at the time the decision was made, could have been
upxucwmplhhthcdeaudmwumebwwumbkmmmxmﬁuabuny. safety
and expedition. In evaluating whether any act or proposal conforms to Prudent Utility Practice, Bonne-
ville and the Supply System and any Project Consultant shall take into account the fact that the Supply
System is a municipa! corporation with statutory duties and responsibilities, and the objective to intcgrate
the entire Project Capability with the generating resources of the Federal Columbia River Power System
in order to achieve optimum utilization of the resources of that system taken as a whole and to achieve
efficient and economical operation of that system.

Financing

The Supply System shall use its best efforts to issue and sell Bonds to finance the cost of the Froject
and the completion thereof, as such costs are defined in the Bond Resoiution, and to finance the cost of
any capital additions, renewals, repairs, replacements or modifications to the Project, provided, however,
that such Bonds may then be legally issued and sold.

Prior to its adoption, the Bond Resolution shall be subject to the approval of Benaeville.

Budget

Both the Construction Budgets and the Annual Budgets and any revision thereof are to be submitted
to Bonneville and are subject to its approval. In the absence of any objection by Bonneville a budget
will become effective within 30 days after submittal, in the case of the Construction and Annual Budgets,
and within 7 days, in the case of any revision thereof.

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

Operation and Maintenance

The Supply System shall operate and maintain the Project in accordance with Prudent Utility Prac-
tice and in accordance with the requirements of the Atomic Energy Commission and other government

jes baving jusiadicti

The Exhibits described below are an integral part of the Project Agreement and are attached to
the copy of the Project Agreement appended to this Official Statement as Exhibit IV.

Exhibit A—Description of the Project.

Exhibit B—Contractual provisions required by Statute or Executive Order. Under the pro-
visions of Executive Order 11246 of September 24, 1965 and the Rules and Regulations and relevant
Orders of the Secretary of Labor thereunder, the Supply System has been granted by the Director,
Office of Federal Contract Compliance, U. S. Department of Labor, a limited exemption from the
cancellation, terminaticn, and suspension provisions contained in Section 3(f) of Exhibit B to the
Project Agreemeant in the event of non-compliance with the Equal Opportunity clause contained
in said Agreement.
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The following is a summary of certain provisions of the Resolution authorizing the issuance
of the Notes and does not purport to be compiete. Reference should be made to the Resolution for full and
complete information about the Notes. Copies of the Resolution are available on request either at the
office of the Supply System in Richland, Washington, or Blyth Eastman Dillon & Co. Incorporated,
Seattle, Washington, or New York, New York.

Use of the Proceeds

The Resolution authorizes the issuance of Twenty-five Million Dollars ($25,000,000) principal
amount of revenue notes of the System designated “Washington Public Power Supply System Nuclear
Project No. 1 Revenue Notes, Series 1973 for the purpose of paying a part of the cost of acquiring and
constructing the Project and placing it into operation, including the cost of acquiring land and rights in
land, acquiring nuclear fuel, preliminary work and exipenses incurred in connection with the Project,
engineering and other professional services, making site and other studies and surveys for the Project,
obtaining necessary permits, licenses and approvals, preparing detailed plans and specifications for the
construction of the Project, paying the portion of the principal of an outstanding $1,500,000 note issue
which was expended for the Project and the interest thereon, the expenses of issuing and selling the Notes
and the fees and charges of the paying agents, trustee and depositaries appointed pursuant to the Resolu-
tion, and paying interest on the Notes from their date to the date of maturity thereof.

Description of the Notes

The Notes are to be issued in the form of coupon notes in a single denomination of $25,000 or any
multiple thereof, (as may be requested by the purchaser or purchasers), numbered from 1 upwards, and
dated February 15, 1973, They will bear interest at such rate as is determined by the Board at the time of
sale thereof, will be payable as to interest on June 15, 1973 and semi-annually on each December 15 and
June 15 thereafter, and shall mature on December 15, 1975.

Sources from Which Notes Payuble

The Notes, together with the interest thereon, will be payable from any monies of the Supply System
that may be lawfully applied to the payment thereof, including revenues of the Project and the proceeds of
the Supply System’s revenue bonds or refunding notes.

Creation of Funds and Accounts

The Resolution authorizes the creation of two special funds of the Supply System: one, known as
the “Nuclear Project No. 1, 1973 Preliminary Construction Fund” (the “1973 Preliminary Construction
Fund”), will be held in trust and administered by the Supply System, and the other, known as the
“Nuclear Project No. 1, 1973 Note Interest Fund” (the “1973 Note Interest Fund™), will be held in trust
and administered by the Nuclear Project No. 1, 1973 Note Interest Fund Trustee (the “1973 Note
Interest Fund Trustee™). The Supply System will appoint one of the Paying Agents for the Notes
as 1973 Note Interest Fund Trustee.

Disposition of the Proceeds of the Notes

From the proceeds of the sale of the Notes there shall be deposited:

1. With the paying agent for $1,500,000 principal amount of notes heretofore issued by the
Supply System, the sum of $1,000,000 to be used to pay principal of and interest on said notes, being
the amount thereof allocable to the Project.
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2. With the 1973 Note Interest Fund Trustee for credit to the 1973 Note Interest Fund an
amount equal to the interest to accrue on the Notes from the date thereof to December 15, 1975,
which shall be used to pay interest on the Notes during such period.

3. With the Supply System for credit to the 1973 Preliminary Construction Fund the balance
of such Note proceeds, which will be applied for the purposes noted above under the title “Use of
the Proceeds”.

Monies in the 1973 Note Interest Fund will be used solely for the purpose of paying interest on the
Notes. On or before the fourteenth (14th) day of the month in whic’ an installment of interest falls due
on the Notes, the 1973 Note Interest Fund Trustee will transfer fror the 1973 Note Interest Fund to the
Paying Agents an amount which, together with any monies there Jfore received or held by the Paying
Agents for the purpose, will be sufficient to pay the ins.allment of iuterest then falling due on the Notes. If
at any time monies in the 1973 Note Interest Fund and other available monies are inadequate for payment
of interest, the Supply System will transfer from the 1973 Preliminary Construction Fund to the 1973
Note Interest Fund any additional amounts of money required.

All monies held or set aside by the Supply System in the 1973 Preliminary Construction Fund will,
until invested or applied as provided in the Resolution, be deposited by the Supply System for the account
of the 1973 Preliminary Construction Fund in such depositary or depositaries (hereinafter referred to
as the “Construction Fund Depositary” or “Construction Fund Depositanes”) as the Supply System may
appoint. Each Construction Fund Depositary will be a state bank or trust company or national banking
association located in the State of Washington and qualified under the laws of said State to receive
deposits of public monies, having a capital stock and surplus in excess of seven million five hundred
thousand dollars ($7,500,000). All monies so deposited shall be continuously secured for the benefit
of the Supply System and the holders of the Notes to the extent permitted by applicable state or federal
laws for the securing of deposits of public monies.

Investment of Monies Held in Funds

Monies held for the credit of the 1973 Preliminary Consiruction Fund are to be invested by the
Construction Fund Depositaries at the direction of the Su ply S st¢m in the following:

(i) direct obligations of, or obligations the principal of and iater. t on which are unconditionally
guaranteed by, the United States of America;

(ii) obligations of the Federal National Mortgage Association and obligations issued or guar-
anteed by the Government National Mortgage Association;

(iii) obligations issued by the Banks for Cooperativss, Federal Intermediate Credit Banks,
Federal Home Loan Banks, the Export-Import Bank of the United States, and Federal Land Banks;

(iv) Public Housing Bonds or Project Notes issued by public housing authorities and fully
secured as to the payment of both principal and interest by a pledge of annual contributions to be
paid by the United States of America, or any agency thereof.

Monies held for the credit of the 1973 Note Interest Fund are to be invested by the 1973 Note
Inter=st Fund Trustee in direct obligations of, or obligations the principal of and interest on which are
unconditionally guaranteed by, the Unitec States of America.

Monies in the 1973 Preliminary Construction Fund may be invested by the Construction Fund Deposi-
taries, at the direction of the Supply System, in bank time deposits evidenced by certificates of deposit
issued by any bank, trust company, or national banking association located in the State of Washington
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which is a member of the Federal Reserve System and which has capital stock and surplus of at least
$7,500,000. Such time deposits will mature not later than the time when the funds invested are required
for the purpose intended and will be secured at all times in the manner provided by the laws of the
State of Washington, provided, that the funds invested in bank time 4eposits issued by any one bank,
trust company, or national banking association will not exceed at any one time 50% of the total of the
capital stock and surplus of such bank, trust company or national banking association.

All interest earned by reason of investment of monies in either fund shall accrue to the 1973 Pre-
liminary Construction Fund. In the event monies that are invested are needed in the 1973 Preliminary
Construction Fund or 1973 Note Interest Fund to meet obligations for which funds are not ctherwise
available, then the Supply System shall sell or present for redemption any part of the investmeuts to the
extent required to provide the necessary funds.

Particular Covenants of the System

According to other provisions of the Resolution the Supply System covenants and agrees with the
purchasers and hoiders of the Notes as follows:

A. The Supply System will pay the principal of and interest on each and :very Note issued
by the Supply System pursuant to the Resolution on the dates and at the places provided for in the
Notes from any monies of the Supply System that may be lawfully applied to the payment thereof,
including revenues of the Project and the proceeds of revenue bonds or refunding notes of the
Supply System.

B. So long as any of the Notes issued pursuant to the provisions of the Resolution are out-
standing and unpaid, the Supply System will not, (i) voluntarily consent to or permit any rescission
of, nor will it consent to any amendment to, nor otherwise take any action under or in connection
with any of the Net Billing Agreements or Exchange Agreements which will reduce the payments
provided for therein or which will release any party thereto from its obligations therein, or which
will in any manner impair or adversely affect the rights of the Supply System or of the Noteholders,
and the Supply System will perform all of its ohligations under the Net Billings Agreements and
Exchange Agreements and take such action and proceedings as shall be necessary to protect and
safeguard the security for the payment of the Notes aflorded by the provisions of the Net Billing
Agreements and Exchange Agreements; or (ii) voluntarily consent to or permit any rescission of, nor
will it consent to any amendment to or modification of, nor otherwise take any action und=r or in
connection with the Project Agreement which will in any manner impair or adversely affect the
rights of the Supply System or of the holders from tizae to time of the Notes. The Supply System will
perform all of its obligations under the Project Agreement and will take such actions and proceedings
as shall be aecessary to protect and safeguard the security fcr the payment of the Notes afforded by
the provisions of the Project Agreement.

C. The Supply System will proceed as promptly as is reasonably possible and practicable to
obtain all necessary permits, licenses and approvals, to prepare detailed plans and specifications for
the construction of the Project and to do other necessary preliminary work so that the construction
of the Project can be commenced and financing of such construction provided for through the sale
of revenue bonds of the Supply System.

D. As soon as it is reasonably practicabie the Supply System will issue and sell its revenue
bonds or refunding notes for the purpose of providing funds to pay the cost of construction of the
Project, which cost shall include, among other things, the payment of the principal and interest not
paid from the principal of the Notes authorized pursuant to the Resolution. If for any reason the
Supply System is unable to issue and sell bonds or refunding notes to obtain funds to pay the princi-
pal of the Notes when due, or is unable to proceed with the financing of the Project for any reason,
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the Supply System will terminate the Project as provided in sub-paragraph (a) of Section 15 of the
Project Agreement and will invoke the provisions of Section 10 of each of the Net Billing Agreements.
Thereafter the System shall in each month make monthly accounting statements under the Net
Billing Agreements which shall show as the amounts due from the Participants in such month the
maximum amount which can be stated therein for payment by the Participants in such month
without causing the amount due from any Participant to exceed the ability of the Administrator to
allow net billing credits to said Participant in such month in the manner provided in the Net Billing
Agreements, taking into account all assignments which can be made pursuant to said Section, and
shall deposit the amount so collected into a special fund which is created to provide for the payment
dtbcpﬁxipdohudinmtmthemmdmynddiﬁondmhemmrbmdwp.ymd
acquiring and constructing the Project.

E. The System reserves the right to issue additional notes to pay a part of the cost of acquiring
mdcomlrucﬁnuheijectpcyableonapumywithcholufromtheproceedno(remueboods
or notes or any other monies available therefor, including revenues of the Project.

Severability

If any one or more provisions of the Resolution shall be declared by any court of competent jurisdic-
tion to be contrary to law, then the affected provisions shall be deemed separable from, and shall in no
way affect the validity of, any of the other provisions of the Resolution or the Notes issued thereunder.

REGISTRATION OF THE NOTES BY STATE AUDITOR

The Notes will be registered by the State Auditor of the State of Washington, and a certificate of
such registration signed by the State Auditor or a Deputy State Auditor will be endorsed upon each Note
in accordance with the provisions of Section 54.24.070 of the Revised Code of Washington, made
applicable to the Supply System by the Revised Code of Washington, Section 43.52.3411. Such section
provides, in part, that any revenue obligations after having been so registered and bearing such certificate,
shall be held in every action, suit, or proceeding in which their validity is or may be brought into question
prima facie valid and binding obligations in accordance with their terms.

TRUSTEE

The Supply System has appointed Seattle-First National Bank, Seattle, Washington to serve as the
1973 Note Interest Fund Trustee.

NEGOTIABLE INSTRUMENTS

The Notes and interest coupons attached thereto are negotiable instruments in accordance with the
provisioas of Section 54.24.120 of the Revised Code of Washington.

LITIGATION

There is no litigation pending, nor to the knowledge of the Supply System. any threatened, question-

ing the corporate existence of the Supply System, or the title of the officers of the Supply System to their

offices, or the validity of the Notes, or the power and authority of the Supply System to issue

the Notes, or the validity of the Net Billing Agreements, the Exchange Agreements, the Project Agreement,

or any other proceeding taken or contract entered into by the Supply System, which is in any way

related to the Project, or the power and authority of the Supply Sysiem to fix, charge and collect
rates for the sale of power, energy and capability from the Project as provided in the Resolution.
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APPROVAL OF LEGAL PROCEEDINGS

All legal matters incident to the Net Billing Agreements, the Exchange Agreements, the Project
Agreement and the authorization and issuance of the Notes are subject to the approval of Messrs. Wood
Dawson Love & Sabatine, Bond Counsel to the Supply System, and Messrs. Houghton, Cluck, Coughlin

& Riley, Special Counsel to the Supply System. Copies of the opinions they propose to render are
appended hereto as Exhibits V and VI

TAX EXEMPTION

In the opinion of the above named Counsel, the interest on the Notes will be exempt from Federal
income taxes under existing laws and regulations and a specific ruling issued by the Internal Revenue
Service, which ruling has been applied for and must be received prior to delivery of the Notes.

MISCELLANEOUS

The references, excerpts, and summaries contained herein of the Net Billing Agreements, the Project
Agreement, the Exchange Agreements, and the Resolution, do not purport to be complete statements of
the provisions of such documents and reference should be made to such documents for a full and complete
statement of all matters relating to the Notes, the basic agreements securing the Notes and the rights and

obligations of the hoiders thereof. Copies of the form of the Exchange Agreements are available upon
request at the office of the Supply System in Richland, Washington.

The authorizations, agreements and covenants of the Supply System are set forth in the Resolution,
and neither this Official Statement nor any advertisement of the Notes are to be construed as a contract
with the holders of the Notes. Any statements made in this Official Statement involving matters of
opinion or of estimates, whether or not expressly so identified, are intended erely as such and not as
representations of fact.

All of the information relative to the Pacific Northwest, Bonneville, Joint Power Planning Council
and Pacific Northwest Utilities Conference Committee, have been taken from sources deemed to be
reliable but are not guaranteed as to completeness or accuracy.

The delivery of this Official Statement has been duly authorized by the Supply System.

WasHINGTON PusLiC POWER SUPPLY SYSTEM

By /s/ E VicTtor RHODES
Secretary

Dated February 8, 1973
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Column (6) lhouthclmountoftbe biuinpforpowerandmjnmvbu,merdedmungany
amounts previously committed under othe- ner billing or exchange agreements, that Bonpeville estimates
each Participant will be obligated to P?) in the year 1981-1982.




Big Bend Electric DA o v nndis & sa AR RS BB
Blachly-Lane Coun ative Electric Association .........
City of Blamne, Washingon . ..............coviiiiinaarrnnnns
City of Bonners Ferry, Idaho .............covviiiiiinnnnnn

City of Centralia, Washington ............ .o vienanns
Central Lincoln Peoples’ nht{ L SRR TR O
Public Utility District No. 1 o

Citglo( Cheney, Washington ........... ..coevnssevsssvanns
Public Utility District No. 1 of Clallam County, Washington. .. ...
Public Utility District No. 1 of Clark County, Washington. .. .. ...
Clatskanie Peoples Utility District . ............ccovinivvnnen
Clearwater Power Company . .........cccovviivirensinnesnas
Columbia Basin Electric RO BB oo ivisrservnavasEnah
Columbia Power Cooperative Association, In¢. . ............000
Columbia Rural Elecunc Association, Inc. ..........c00vuins
Consolidated Irrigation District No. 19 . ................... ..
Consumers Power, Inc. .........oc000uuns Saehibl b ERRNAES
Coos-Curry Electric Cooperative, Inc. ..........oviviinninnns
City of Coulee Dam, Washington .. ..........coooiiivviniines
Public Utility District No. 1 of Cowlitz County, Washington. . . ...
Cly ol Dotlo, BOMRO . ..c.ovvoevrvsssssrnsrsrrsrvasansnaes
Public Utility District No. 1 of Douglas County, Washington . .. ..
Douglas Electric Cooperative, Inc. .............cooiviviininnn
Chyof Dealn, O9egol . ... cocvovosenvecnsosstssvsnscsnnnnse
The East End Mutual Electric Co,, Ltd. .. .................. ..
City of Ellensburg, Washington .. ..........cociiiiviivinaes
Oy of Bugens, OMPIE . ....ccocvncevvsercsnvnsnnsonrons
Fall River Rural Electric Cooperative, Inc. ...........c0vvunns
RS TR s R« 5 1 05657 5 50056 0k 5052 wndoninbo-s o
Public Utility Distric* No. 1 of Ferry County, Washington. . . ... ..
Flathead Electric Cooperative, Inc. ...........c.ccovvivunnnns
City of Forest Grove, Oreion .............................
Public Utility District No. 1 of Franklin County, Washington. .. ..
Public Utility District No. 2 of Grant County, Washirgton . .......
Public Utility District No. 1 of Grays Harbor County, Washington.
Harney Electric Cooperative, Inc. . .................o0vviis
City of Heyburn, Idaho ..........cccconvvesrsstniinnisnes
Hood River Electric Cooperative of Hood River County, Oregon. . .
Idaho County t & Power Cooperative Association, Ice.. ... ...
Cityof ldabo Falls, Iabo .........ccivivvrinnivninnsnenes
Inland Power & Light Company . .........ccocvviiiviinnnins
Public Utility Distric: No. 1 of Kittitas County, Washington. .. ...
Public Utility District No. 1 of Klickitat County, Washington. . . . ..
Kootenai Electric Cooperative. Inc. ........covvvivieiinniins
Lane Electric Cooperative, Inc. . ..........ccoiiiiiiiiinnns
Public Utility District No. 1 of Lewis County, Washington ... .. ...

(A) Shares vary slightly each year between 1982 and 1986.

(B) Estimated total Ponneville billings less estimated credits by Bonneville applicable to purchases of Particivants’ shares
ae?.wmmmumy m's Nuclear Project No. 2 and from the City of Eugene
the Nuclear Project. lings are based upon current Bonneville estimates
current '

rates increased by 40%
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Fiscal 1971 Statistics
Customers Revenues
129 $ 23,974
1,528 359,638
14,660 4,298,840
4,704 1,129,546
4,162 1,700,664
1,697 696,345
1,110 213,618
1,565 312,511
3,142 725,506
1,751 365,589
553 154,102
4,085 1,046,776
6,125 1,050,609
16,578 5,893,171
18,429 5,285,371
2,382 591,242
8,708 2,367,150
50,083 12,900,355
2,364 1,961,856
$.217 1,302,874
2918 975,702
1,213 423,654
1,816 732,015
1 4,409
8,329 2,483
7,489 2,089,
524 162,389
27,708 8,850,406
100 18,229
6,999 1,944 441
4,702 1,069,193
550 176,106
297 50,120
5,001 1,049,037
44,595 13,290,553
3,898 855,604
183 18,079
1,455 437,514
262 715,334
3917 899 465
9,643 2,745,511
19,177 6,183,230
27,481 5,986 605
1,459 800,133
632 360,198
2,050 5§94 436
1,483 333,372
12,939 3,033982
10,897 2,553,719
1,104 276,517
5,634 1,513,044
4018 803,721
6,995 1,771,532 |
14,571 3,206,393 |

I

. Oregon’s 30% share of

of power requirements and
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Share of Project Capability(A)
1981-1982 19861996 Thereafter
0.003 0.003 0.004
0.071 0.112 0.166
2.724 3.353 4.965
0.271 0.208 0.308
0.026 0.121 0.179
0.140 0.158 0.234
0.070 0.074 0.109
0.064 0.078 0.115
0.061 0.121 0.179
0.105 0.200 0.296
0.032 0.050 0.074
0.450 0312 0.462
0.112 0.201 0.298
2.089 2815 4169
0.565 0.338 0.501
0.326 0.345 0.511
0.559 0.781 1.157
10.907 9.883 14.635
0.372 0414 0.613
0219 0.185 0274
0.078 0.109 0.161
0.028 0.028 0.042
0.481 0419 0.621
0.006 0.003 0.005
0.634 0.721 1.068
0.174 0.252 0.373
0.024 0.032 0.048
5.631 4983 7.379
0.010 0018 0.026
0.034 0.030 0.044
0.231 0.223 0.331
0.039 0.065 0.096
0.010 0.007 0.011
0.44] 0.527 0.780
0.046 0.041 0.061
0.036 0.127 0.188
0.005 0.003 0.005
0.076 0.071 0.105
0.118 0.083 0.123
0012 0317 0.470
0.679 0.898 1.330
0.548 0.328 0.486
2337 1.862 2.758
0.020 0.071 0.105
0.068 0.113 0.167
0.123 0.151 0.224
0024 0.032 0.047
0.274 0613 0.908
0.752 0.581 0.860
0.136 0.161 0.238
0334 0.349 0517
0.182 0.143 0.212
0.301 0.363 0.537
0.713 0.862 1.276

Based upon estimated average annual costs assum
financing. Costs could be different if debt service is
and materials

escalated to 1981,

(L] m
19811982
Share of
Estimated Est.mated
Boaneville Annual
Billings(B) Loss(C)

8,400 $ 2,700
193,700 56,800
4,626,500 2,183,700
560,400 217,100
470,100 21,100
388,600 112,60C
131,800 56,300
123,500 50,900
258,300 49,300
235,500 84,400
73,900 25,400
825,200 361,100
329,800 89,900
4,223,600 1,674,300
614,000 452,600
526,600 261,500
1,128,800 447,700
14,248,900 8,743,600
1,491,500 298,300
516,100 175,400
308,200 62,800
90,700 22,200
882,300 386,000
7,800 4,900
1,510,200 508,300
715,900 139,700
65,600 19,500
6,652,300 4,514,200
17,200 8,100
64,400 27,600
583,100 185,100
119,200 30,900
23,600 8,100
793,000 353,500
6,246,300 36,800
160,600 28,700
18,600 3,800
135,100 60,600
266,300 94,700
404,100 9,700
1,431,500 544,000
596,500 439,600
4,994 400 1,873,000
221,100 15,700
215,800 54,700
368,400 98,500
84,100 19,500
959,400 219,800
1,386,400 603,000
219,000 109,300
662,800 268.000
360,900 145,600
952,600 241,400
1,446,100 571,600

ing level debt service and a 6% interest rate on permanent
not on a level basis. Costs are based upon 1972 costs of labor
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Fiscal 1971 Statistics
Participant Customers Revenuer
Lincoln Electric Cooperative, Inc. (Montana) ................. 1,708 $ 50.
Lincoln Electric Cooperative (Washington) . ................. 1,459 574,556
Lost River Electric Coom:’ve, N P T R e 1,245 274,759
Lower Valley Power & Light, Inc. .. .................ccouu 5,759 1,470,957
Public Utility District No. 1 of Mason County, Washington. . . .. .. 2,216 378,683
_ll’.ubncdl)tﬂny' mwmm County, Washington. . . .... ll,%; 2,584,581
own  Washinglon ........coovovevvvosanvanees 201,860
City of m B Lk o casnas o sonenmeyiressses 5,274 1,538,975
Midstate Electric Cooperative, Inc. .................ccovvin 3,183 863,281
City of Milton-Freewater, Oregon . ..........cocovivineecnss 3,200 618,027
City of Minidoka, Idaho . .......... ...coooieiiiiiiieiiaes 50 8,979
Missoula Electric Cooperative, Inc. . .........ccooviiinnnnns 3,185 687,819
City of Monmouth, Oregon ...........c.coonvevnniennnacns 1,873 707,634
Nespelem Valley Electric Cooperative, Inc. .............oonons 969 257,563
Northern Lights, Inc. ............ovoieeeivmanrnricicssoas 5,304 1,074,018
Northern Wasco County People’s Utility District . .............. 2,367 495,466
County Electric Cooperative, Inc. .. ................ 872 168,436
Public Utility District No. 1 of Okanogan County, Washington. . .. 10,418 2,672,146
Orcas Power and Light Comp-nx ........................... 2,954 823,074
Public Utility District No. 2 of Pacific County, Washington. .. .. .. 10,434 1,792,213
Public Utility District No. 1 of Pend Oreille County, Washington . . 2,651 788,308
City of Port Angeles, Washington .. ............ coovennienes 6,573 1,788,238
Prairie Power BT .o sovsoosonarneesnmmpEmonsns 305 68,043
Raft River Rural ic Cooperative, Inc. . .............c0us 1,658 913,261
Ravalli County Electric Cooperative, Inc. . ................... 1,831 491,281
City of Richland, Washington .. ..........cooiviiiinsinnnn. 8,797 2,394,804
Riverside Electric Company, Ltd. ... ..........ooiiiiinanns 185 33,709
City of Rupert, Idaho ...........covviiruiirnnrnsncnsannans 1,924 477,681
Rural Electric COmpany ............ccvvevvuvcviissnssons 1,861 379,254
SRIOEE BIDOMEE .o coocsciiiasssassosivnsnssssstssenebans 6,344 1,231 " 3
Salmon River Electric Cooperative, Inc. . ...........coovvvnins 1,122 28"
Citg of Seattle, Washington .. ..........c..cviviviiisnaranns 255,176 56,383,/ 56
Public Utility District No. 1 of Skamania County, Washington. . . .. 2,454 665,957
Public Utility District No. 1 of Snohomish County, Washington. . . . 100,858 22,776,210
South Side T TR TR S S S e e 336 94,796
City of Springfield, Oregon ... ........ccovviiniiruinennenns 5,315 1,321,075
Town of Sumas, W BIOR ... sosorsecarivevarisnrsnsse 316 69,547
Surprise Valley Electrification Corporation .............. ... 2,577 705,164
City of Tacoma, Washington ............coiviiiiiiiianianns 81,386 28,475,191
T e R P e T S T T 627 144,649
Tillamook Peoples’ Utility District .. .......... R 11,517 2,566,536
Umatilla Electric Cooperative Association . ...........cooovvenn 3,793 1,023,967
Unity Light and Power COMPARY ¢ vocoreossvssssnsssvsssssne 873 211,828
Vera Irrigation District No. 15 . ... ... 3,015 553,617
Vigl:cme Electric Cooperative, Inc. .........coooiiieeneiinns 2,755 666,850
Public Utility District No. 1 of Wahkiakum County, Washington.. .. 1,940 370,573
Wasco Electric Cooperative, Inc. .........coovvvniiiiiniinen 2,019 624,664
Wells Rural Electric Company ............ccovevvrrncionns 1,309 661,463
West Oregon Electric Cooperative, Inc. .. .......cooviivveains 2,408 599.202
Public Utility District No. 1 of Whatcom County, Washington . .. .. 1 253,022
Total Participants (104) . .........ooovvvrvonrnioainnns 975,090 §253,507,983
Company
T'e Montana Power Company .......... . «.coovevvivennens 179,204 57,713,257
Pacific Power & Light Company . ...........cooooviiiininens 480,383 171,679,000
Portland General i MOPOBY ..o oovoociriirririrsrtrtns 358,279 104,918,573
Puget Sound Power & Light Company ............coovenvenns 367,741 94,101,000
The Washington Water er COmMPANY .. .......covvivivnsrns _ 172,294 52,577,948
Total Companies($) ..........ocvvvvvevirervinnnes 1,557,901 $480,089,649
Total Participants and Companies ... ............ 3532.991 §734.407 73
v each between 1982 and 1986, !
?I\)) mmm "»:'-‘fb lunvﬂu, mm less estimated credits by Bonneville applicable to of Participant’s shares
ag?wm«ymmm em's Nuclear Project No. 2 and from the City of , Oregon's 30% share of
the Nuclear Project. gs are based upon current Bonneville estimates of power requirements and
current rates increased by 40% .
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1981-1982
s Share of
Share of Project Capability(A) Boamevite y —
1931-1982 1986-1996 Thereafter Billings(B) Costs(C)

! 0.070 0.059 0.087 $ 166,400 $ 55,800
0.052 0.038 0.056 131,000 41,700
0.025 0.038 0.056 89,500 26,000
0.196 0.180 0.266 496,500 157,000
0.109 0.126 0.186 196,200 87,700
1.003 0.987 1.462 1,562,800 803,900
0.028 0.047 0.069 95,400 22,200
0.313 0.608 0.900 868,800 251,200
0.190 0.227 0.336 508,400 152,100
0.113 0.161 0.238 416,800 90,900
0.001 0.001 0.001 2,400 500
0.149 0.113 0.168 288,500 119,100
0.221 0.458 0.679 477,900 177,000
0047 0.040 0.059 106,100 37,400
0.186 0.158 0.234 383,500 148,900
0.111 0.166 0.246 280,500 89,300
0.012 0.026 0.038 67,900 9,200
0.192 0.174 0.257 439,500 153,700
0219 0.237 0.351 502,900 175,400
0.564 0.679 1.006 1,064,200 452,000
0.059 0.037 0.055 64,800 47,100
0.277 0.449 0.665 973,000 221,900
0010 0.005 0.007 19,900 8,100
0.124 0.151 0.224 402,900 99,100
0.165 0.132 0.195 313,000 132,100
0.761 1.230 1.821 1,632,400 610,100
0010 0.005 0.007 19,500 8,100
0.047 0.083 0.123 148,900 37,900
0.160 0.140 0.208 295,900 128,300

{ 0.358 0.447 0.662 959,100 286,900
0023 0.031 0.046 78,100 18,400
8.942 5.811 8.605 11,989,700 7,168,300
0.156 0217 0,321 330,200 125,000

13.465 13.225 19.584 23,155,300 10,793.600
0.029 0.02 0.032 61,300 23,300
0.030 0.186 0.275 306,700 24,400
0.008 0014 0.021 22,500 6,500
0.035 0.033 0.049 136.200 28,100
3144 4032 5971 6,461,800 2,519,900
0.020 0.034 0.050 75,800 24,400
0.351 0.650 0.963 1,086,600 281,000
0.621 0.673 0.997 1.484,600 497 500
0.099 0.076 0.122 195,000 79,600
0.196 0.313 0.464 418,100 157,000
0.024 0.028 0.042 113,000 18,900
0.118 0.155 0.229 226,700 94,700
0.081 0.078 0.116 250,800 65,000
0.127 0.069 0.102 179,200 101,800
0.083 0.082 0.121 230,100 66,600
0425 0.261 0.387 498,700 341,000

"67.530 67.530 100.000 $124,207,700 $54.133,000
6.494 6.494 0.000 NA 1,922,000
6494 6.494 0.000 NA 1,922,000
6494 6.494 0.000 NA 1,922,000
6.494 6494 0.000 NA 1,922,000
6.494 6494 0.000 NA 1,922,000
“32.470 32470 ~0.000 $§ NA $ 9,610,000
100000 100.000 1000600 § NA $63,743 000
b ——— ——— 1 === ot b

Based upon estimated average annual costs assuming level debt service and a 6% interest rate on permanent
. Costs could be different if debt service is not on a level basis. Costs are based upon 1972 costs of labor
and materials escalated to 1981,

NoTE: NA means not applicable.

i
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EXHIBIT I

R. W. BECK AND ASSOCIATES

PLANNING SEATTLL, WASHINCTON
DLSIGN CENVER. COLORADO
RATES PHOENIX, ARIZONA
VS 20 TOWER BUILDING ORLANDO, FLORIDA
EVALUATIONS SEATTLE, WASHINGTON 9701 COVIMBUS. NEBRASKA
MANAGIMENT TELLPHONE 206-423-5000 BOSTON, MASSACHUSETTS

FILE NO. SS-1118-NF1-TA

January 31, 1973

Board of Directors

WASHINGTON PUBLIC POWER SUPPLY SYSTEM

Richland, Washington

Gentlemen:

Subject: Summary Engineeritg Report

Washington Public Power Supply System
Nuclear Project No. 1

Presented herewith is a summary of our analyses, investigations and studies with respect to the
proposal by the Washington Public Power Supply System (the “Supply System™) to issue $25,000,000
of its Washington Public Power Supply System Nuclear Project No. 1 Revenue Notes, Series 1973 (the
“Notes™) for the purpose of paying certain initial costs of acquiring and constructing a nuclear-fueled
electric generating plant of approximately 1,220,000 kilowatts and related facilities to be known as
Washington Public Power Supply System Nuclear Project No. 1 (the “Project”) and placing it into
operation. The Notes will mature on December 15, 1975,

The present program provides that the Notes will be retired from the proceeds of bonds issued
to provide permanent financing of the Project. The costs to be financed from the proceeds of the Notes
include the cost of preliminary work and expenses incurred in connection with the Project such as
(a) engineering and other professi--aal services, (b) obtaining permits, licenses and approvals, (¢) pre-
paring detailed plans and specifications for the Project, (d) payment of certain preliminary costs for
equipment, (e) other costs associated therewith and (f) payment of the portion of the principal of and
interest on a $1,500,000 note issue which is allocable to the Project (generally referred to collectively
herein as “Initial Work™).

The Initial Work to be financed by the proceeds from the Notes will be that which is necessary to
obtain a certification of the site for the Project by the Washington State Thermal Power Plant Site
Evaluation Council, to obtain a construction permit from the United States Atomic Energy Commission
(the “AEC") and, in general, to accomplish any other work to be undertaken prior to the issuance
of long-term bonds to finance the actual construction of the Project.

The Supply System is a municipal corporation and a joint operating agency organized under the
laws of the State of Washington and has 21 members consisting of 18 public utility districts and 3
municipalities, all located within the State of Washington. The Supply System owns and operates the
Packwood Lake Hydroelectric Project of 27,500 kva of nameplate capacity located in Lewis County,
Washington, and the steam-electric generating plant with a capacity of approximately 860,000 kilowatts
located in Beaton County, Washington, known as the Hanford Proj:ct. Steam is provided to this latter
project from a nuclear reactor owned and operated by the AEC on its Hanford Reservation near Rich-
land, Washington. The Supply System issued $13,700,000 of Packwood Lake Hydroelectric Project
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Revenue Bonds, Series of 1962 and 1965, to finance construction of the Packwood Lake Hydroelectrig
Project and $122,000,000 of Hanford Project Electric Revenue Bonds, Series of 1963, to finance construc-
tion of the Hanford Project. Each of these projects is a separate utility system and the revenues of each
are respectively pledged to the separate systems.

The Supply System has preliminary construction underway on a 1,100,000 kilowatt nuclear power
piant on the Hanford Reservation of the AEC, approximately 12 miles north of the City of Richland,
Washington to be known as Washington Public Power Supply System Nuclear Project No. 2. It has
issued $55,000,000 of revenue notes for the purpose of financing initial work on this project.

Present plans call for the Washington Public Power Suppiy System Nuclear Project No. 2 to be
operated as a separate utility system with revenues of such project pledged to such separate system.

Hanford Project

The AEC has notified the Supply System that the nuclear production reactor (the “NPR") owned
and operated by the AEC on its Hanford Reservation which provides steam to the supply System’s Han-
ford Project will cease operation on July 1, 1975. The Bonneville Power Administration (“Bonneville™,
has determined that it is not economical for the Supply System to undertake the licensing and opera-
tion of the NPR in order to maintain the Hanford roject in operation and has notified the Supply System
that it would not approve expenditures for such licensing. Accordingly the Hanford Project, as such, will
cease production of power when the NPR ceases operation.

The Supply System will enter into an agreement with the AEC which discharges the Supply “ , stem’s
obligations to AEC relative to the operation of the NPR for Hanford Project purposes after June 30, 1975.

The Net Billing Agreements (hereinafter described) which will be executed by the 71 public
agency and cooperative participants in the Hanford Project contain a provision which approves the use
by the Supply System of the turbine-generators and other useful parts of the Hanford Project as a part
of the Project. The Exchange Agreements (hereinafter described) which will be executed by the
§ investor-owned utilities which are participants in the Hanford Project contain similar provisions.

The annual cost of the Project includes, as one of its elements, all of the annual costs of the Hanford
Project, beginning on July 1, 1980, including the debt service on the Hanford Project bonds. The
existing Hanford Project exchange agreements will remain in effect. So long as all annual costs of the
Haniord Project are paid by the Project, however, no billings are contemplated under those exchange
agreements.

Supply System's Resolution No. 178, which provided for the issuance of Hanford Project Electric
Revenue Bonds, Series of 1963, will remain in effect.

Proposal

The Supply System is proposing to construct the Project at the site of its Hanford Project. The
Project, to be known as Washington Public Power Supply System Nuclear Project No. 1, will consist of
a modern commercial power reactor to provide steam, a new turbine generating unit and the two cxisting
turbine generating units included in the Hanford Project. The Supply System has entered into contracts
for certain long-delivery items for the Project and is proceeding with engineering and investigations
necessary to obtain a construction permit. The Project is scheduled for commercial operation in
September 1980.

The Supply System proposes to finance *he Initial Work through issuance of $25,000,000 of Notes
to mature on December 15, 1975. These Notes will be retired from proceeds of the long-term
bonds expected to be issued to finance construction of the Project, or from any other funds available to
the Supply System. The Supply System expects to issue the long-term bonds in several series, beginning
shortly after the receipt of a Construction Permit for the Project from the AEC.

W



.

Present plans call for the Project to be operated as a separate system with revenues of the Project
pledged 1o such separate system.

Description of the Project

The Project will be located about 140 miles east-southeast of Seattle, Washington, on the Hanford
Reservation of the AEC, approximately 30 miles northwest of Richland, Washington and 47 miles east
of Yakima, Washington.

The Project will consist of a Babcock and Wilcox pressurized water nuclear steam supply system
rated at 3,600 megawaus thermal, including control system and primar’ coolant tubes with steam
generators, radwaste system, service systems, containment building and other auxiliary structures. Steam
will be fed from this source 10 a new topping turbine and generator housed in an extension to the existing
turbine generator building. Interconnecting piping will tie in to the existing low-pressure turbine complex
which will be modified by the addition of extra stages of blades. After driving the turbine, steam will be
exhausted into a condenser. Methods of cooling the condenser are still under study. The Project will have
a net electrical output of approximately 1,220,000 kilowatts. Power will be delivered from the Project
into the BPA transmission grid in the vicinity of the Project.

Permits and Licenses

Prior to construction of the Project, the Supply System must obtain site certification by the Wash-
ington State Thermal Power Plant Site Evaluation Council and a construction permit by the AEC.
Construction Program

The Supply System has employed the firm of United Engineers & Constructors, Inc. (“UE&C™)
as Architect-Engineer to design and supervise construction of the Project.

The construction schedule as prepared for the Project by UE&C calls for continuation of design of
the Project by UE&C and for the design of major components of the Project by equipment suppliers until
receipt of the AEC Construction Permit, expected by the fall of 1974. Work will be accelerated following
receipt of the Construction Permit.

Erection of the containment vessel for the reactor system is scheduled to start in July 1975. The
reactor vessel is scheduled for delivery in July 1977 and the new topping turbine and generator for
delivery in October 1977, Certain of the project components are expected to be available for pre-
operational testing in 1978 and 1979, Fuel loading is scheduled for the spring of 1980. [Initial criticality
is scheduled for the summer of 1980, with commercial operation scheduled for September 1980.

Contractual commitments totaling approximately $82,603,662 have been entered into by the Supply
System. The following table shows the progress in awarding major contracts for the Project.

Washington Public Power Supply System
Nuclear Project No. 1
Contracts Awarded as of January 1, 1973
Contract Contract

Contractor Ttem Award Date  Amount
General Electric Topping Turbine Generator
and Modifications 11-22-72 $21,990,124

Babcock & Wilcox  Nuclear Steam Supply System 11.22-72  50,504,065(1)
Kerr-McGee Corp.  Initial Core Uranium Supply 12- 6-72 10,109,473

— $82,603,662
(1) Inclndes $7,604,065 for fabrication of the fuel for the initial core.



Initial Financing Program

The proceeds of the Notes are designed to provide funds necessary to meet the foregoing construction
schedule to the winter of 1974-1975. The Architect-Engineer estimates that the AEC Construction
Permit will be issued by that time. Interest on the Notes will be capitalized to maturity.

Th2 estimated disposition of the proceeds of the $25,000,000 of Notes based on an assumed interest
rate of 4.25% is given in the following table.

Estimated Disposition of Proceeds
$25,000,000 Notes
S SN I ;< i sovorrsonprasinarsrrdbrantmssossosranisoss s $ 1,000,000
Engineering and Construction Management(1) .................coooiviivnnin.n. 17,183,000
T D R & v v v ans v ansaniosidusesbamoioiessFesvneessenssie 2,500,000
N e R L S PN EL U A SRR G 50,000
B R SRR TR & - o ciiin v na i me o o 0e Bhon o8 e Dm0 4 2,253,000
Note Discount and Other Financing Expenses . . ................ccoovvvnviinnnn. 386,000
SRR TR 55 555 {606 5.6 40 0 % 5,65 S05 S ERACEEEBAIS buis @b #4460 bobd 3,010,417
S T o (o i o e ey aw iy b b K 3w s A i e i $26,382,417
R DR TR & oo ivs s vh s s sanboss vl re e vt €A EEaD LD o2 b8 00 1,382,417
Principal Amount of Note Issue . ...............c0iviiiiiiiiniininn. $25,000,000

(1) Includes both payment of that portion of the principal of and interest on a $1,500,000 note issue which was
used for this purpose and repayment of any temporary loans from other funds of the Supply System used for
this purpose.

(2) Assuming an interest rate of 4.25%.

The Project Agreement between the Supply System and Bonneville provides that the Project shall
terminate when the Supply System determines it is unable to construct, operate or proceed as owner
of the Project due to licensing, financing or operating conditions or other causes which are beyond its
control. In the event that the Supply System terminates the Project, the Net Billing Agreements will
provide the mechanism by which the Supply System's obligations will be discharged. We estimate that
under current Bonneville rates there would be in excess of $55,000,000 of net billing capability available
to the Participants during the calendar year 1975.

Permanent Financing Program

The current Supply System program anticipates that permanent financing will be initiated in the
winter of 1974-1975 through the issuance of long-term bonds to be retired from revenues of the Project.
These bonds are proposed to b issued to provide funds to retire the Notes and to pay the balance of the
costs associated with the construction of the Project and placing it into operation. The Supply System
proposes to issue the bonds in several series.

Construction costs have been estimated by UE&C to total $415,300,000 including engineering and

construction management and escalation and contingencies to a 1980 operating date but exclusive of
nuclear fuel, sales tax, owner's costs, financing costs and interest during construction.

The Supply System has entered into a contract with the AEC which provides for payment of
$5,400,000 for the AEC's costs of deactivating the NPR. The Supply System proposes to make the
payment from funds available from the issuance of revenue bonds or from other funds if available.

The current program provides that funds necessary to provide one-half year's interest in a reserve
account in the bond fund, working capital, an initial reserve and contingency fund and a contingency
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fuel fund will be funded under the Net Billing Agreements in advance of the expected date of com-

TER

Based on the foregoing and further assuming permanent financing through the sale of four issues
bonds of approximately equal size, the first of which is assumed to be sold about January 1, 1975,
estimated total amount of bonds to be issued to finance the Project, assuming a 6% interest rate
the bonds, is shown in the following tabulation:

Estimated Permanent Financing Required(])
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
Nuclear Project No. 1

Structures and Improvements . ........................... $ 79,500,000
RO T NI s o o0 & 600 b i 6 00 ok 0 0 115,200,000
D R U - 00600 sonncacnssisonntnreshsss 49,500,000
Accessory Electric Equipment . ............ ... ............ 23,800,000
Miscellaneous Power Plant Equipment . ... ................. 4,900,000
. DRI i oo v n ol ¢ 5 van s hgitss o rsbabidhensoinss 1,000,000
BT 555 5 85 0 w0605 500 006 #5545b v R 100 bE R 60 bs Sms s by i ___4,000,000

T A ] G . $277,900,000
Escalation and Contingencies(2) ......................... 113,350,000
POehon PUBI(3) . ..ccoovvviiininiernnesioinrssnnsnsnsnne 33,168,000
B o A SRR S R R 21,221,000
Engineering and Construction Mana, *rent(2) ............... 24,050,000
Owner's Direct Cost(3) ...... T A PP 21,932,000
PR AR AIERR) i cacivis  sossseensinenrnbioisnsss 5,400,000
Special Consultants(2) ........ .........covviiviiiinnn.. 2,000,000
Bond Discount and Other Financmg Expenses(5) .. ........... 15,559,000
Capitalized Interest During Construction(6) ............. ... 122,997,000

Gross Requirements .. ... .................... $637,577,000
Less: Estimated Income from l1emporary Investments(7) ... ... 30,577,000
L E R (P S $607,000,000
P S — _———

(1) Based on 6% interest rate on the Bonds

(2) Based on estimates by United Engineers & Constructors, Inc.

(3) As estimated by the System, excludes sales tax on nuclear fuel

(4) A portion of this payment may be obtained from other funds.

(5) Includes costs of issuance of the Notes.

(6) Includes interest op the Notes at 4.25%

(7) Includes investment income from temporary investment of the proceeds of the Notes.

In addition to the foregoing amounts to be obtained through issuance of bonds. present planning con-
templates that amounts to be paid by the Participants during the period beginning January 1, 1980 and

extending to September 1, 1980 under the Net Billing Agreements will be as follows :

Reserve AccountinBond Fund ... ...................... $18,210,000
Working Capltal . .......0cciivviinivnnnnriirnennnnsnns 3,000,000
Reserve and Contingency Fund . ....................... 3,000,000

Contingency Fuel Fund . . ............................. 7,000,000(1)
o SRy S S $31,210,000
e ————

(1) Estimated amount to be provided from advanced net billing to permit level-
ing of annual fuel costs in the event of a critical period of power supply.



Project Output

The Project is esimated by UE&C to have a nominal net peaking capability of 1,220,000 kilowatts.
Operating at an 85% annual plant factor, it wouid be capable of producing about 9,000,000,000 kilowatt-
hours annually. During a cnitical period of power supply in the Pacific Norihwest caused by water
shortage, it is expected that the Project would be called upon to produce the full amount of energy that
it is capable of producing. During other periods, however, there will be times when surplus water will
be available (o generate power at existing hydroelectric projects thereby permitting a reduction in the
total amount of energy produced at the thermal-electric projects to be constructed under the Hydro-
Thermal Power Program, including the Project.

Studies prepared by Bonneville indicate that the average output required from the Project will be in
the order of 750,000 to 850,000 average kilowatts. Annual generation would therefore average between
6,500,000,000 and 7,500,000,000 kilowatt-hours.

Annual Cost

The proposed bond resolution for the Project provides that the Supply System will make payments
to the Hanford Project revenue fund in amounts sufficient to enable the Supply System to pay from the
Hanford Project revenue fund all of the obligations of the Supply System payable from moneys in such
fund beginning July 1, 1980, or a later date if the AEC has not discontinued dual purpose operation
of the NPR by that date.

Present plans call for the AEC to discontinuc such dual purpose operation on June 30. 1975,
substantially before the 1980 date.

The amounts to be paid by the Supply System to the Hanford Project revenue fund are estimated
to average approximately $4.056.000 per year for the period July 1, 1980 through June 30, 1990 and
approximately $1,101.000 per year for the period July 1. 1990 through June 30, 1996. No payments
are expected after that date.

Preliminary estimates of the remainder of the annual costs have been prepared based on an assumed
interest rate of 6% on the bonds proposed to be issued to finance the Project, and further based on
1972 costs of labor and materials escalated to 1981-1982 cost levels, adjusted to eliminate special costs
due to start-up.

Assuming generation of 6,500,000,000 kilowatt-hours annually, the estimated average remainder of
annual costs of the Project arc as follows:

Fixed Costs:
Interest and Amortization(1) . iy = $41,867,000
Payments to Reserve and Contingency Fund . ... ... ... . ... 4,187,000
T I e e e K A e A P e 2,000,000
Operation and Maintenance (Fixed) ........ ........... 4,369,000
Administrative and General Expenses .. . .......... . .... 1,377,000

e A S ~§53.800,000

Less: Surplus of Prior Year's Payment to Reserve and Contin-

gency Fund(2) .. ....... ... .. i 2,987,000
D IR NN s c vk ke hnne dnn "$50,813,000
Variable Costs:

L e e SR FUPREI I b $ 8,476,000
Operation and Maintenance (Variable) ................. 650,000
TR R TR I O S W 1,300,000

Total Vorlobls Costs . ........vv000iv00ss 10,426,

Total Remainder of Annual Costs . .. ....................... ,239,
Less: Interest Earnings on Reserve Funds(3) .. ... .. Saden 1,552,000
Net Remainder of Annual Costs ... ...................c0uu sso,u‘rlooo

(1) Based on level debt service and a 15-year amortization.
(2) Computed as foliows:

Payment to Reserve and Contingency Fund .. ...............cco0vvin $4,187,000
Less: Amount Required for Renewals, Replacements and Additions ... . .. 1,200,000
R e A ST P S R, $3.987.000

(3) Computed on the basis of 5.5% interest earnings.
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Sale of Power

The output of the Project will be purchased by 104 statutory preference customers of Bonneville
(the “Participants”) and by § investor-ow..ed utilities (the “Companies”). Prior to the sale of the Notes
each of the 104 Participants, the Supply System and Bonneville will execute Net Billing Agreements which
will provide for the purchase of specified shares of the output of the Project by each Participant. Con-
currently the 5 Companies, the Supply System and Bonneville will etecute Exchange Agreements pro-
viding for the purchase of the remaining shares of the output of the Project. The percentage shares of
the output of the Project purchased by each class of Participant (Utility Districts, Municipalities and
Cooperatives) and by the Companies for the period 1980 to 2015 are shown in the following table:

- 1980 to 1996 1996 10 2015(1)
Utility Distriets .. ..............coovvee... 44030°  64.869
Municipalities . .. ........................ 16.080*  24.145
COOPETALVES . ... ............vernenns, 7.420°  10.986
Subtotal ................... 67530  100.000
COMPANIES . ..........ocoovverrreinnnnss 32.470 -
R R I 110 100.000  100.000

*Averages for period.
(1) Estimated fina! maturity of long-term bonds.

Net Billing Agreements

The Net Billing Agreements provide that the Participants pay the Supply System the total annual cost
of the Project less the amounts received from the Companies under their Exchange Agreements. In-
cluded in the annual costs are the payments to the Hanford Project. The Participants, in turn, assign
their interest in the output of the Project to Bonneville. Bonneville pays the Participants, in the form of
credits on their power bills from Bonneville, amounts equal to the Participants' payments to the Supply
System. Assuming generation of 6,500,000,000 kilowatt-hours annually, the estimated average annual
payments by the Participants to the Supply System for the periods 1980-1990, 1990-1996 and 1996-2015
based on 1972 cost of labor and materials escalated to 1981-1982 cost levels are shown on the foliowing
table:

Estimated Average Annual Cost(1)
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
Nuclear Project No. 1
Period
1980-19%0 1990-1996 1996-2015
Payments to Hanford Project ....... § 4,056,000 § 1,101,000 $ -
Remainder of Net Annual Costs .... 59,687,000 59,687,000 59,687,000
Total Net Annual Costs . ... ... $63,743,000 $60,788,000 $59,687,000
Net Annual Costs per Kwh
(6,500,000,000 Kwh)(2) ........ 9.81 mills 9.35 mills 9.18 mills
Payments from Companies . ......... $ 9,610,000 $22,945,000 $ -
Balance from Participants .......... $54,133,000 $37,843,000 $59,687,000

(1) Based on level debt service and a 35.year amortization.
(2) Net annual cost per kwh assuming annual generation of 9,000,000,000 kwh is estimated to average as follows:



Exchange Agreements

The E..change Agreements provide that the Companies will each purchase a 6.494% share of Project
Capability beginning July !, 1980 and ending June 30, 1996. Such share is assigned to Bonneville in
exchange for which Bonneville agrees to make available to each Company 80,000 kilowatts of capacity
and 68,000 average kilowatts of energy (595,680,000 kilowatt-hours annually).

The Agreements provide that each Company will pay the Supply System for its share of Project
Capability during the period July 1, 1780 through June 30, 1990 an amount determined by applying
Bonneville's wholesale rates then in effect to the capacity and energy made available to each Company.

We estimate that payments to be made by each Company annually during the period July 1, 1980
through June 30, 1990 will be $1,922,000 or a total of $9,610,000 for all 5 Companies, using a projected
40% increase in Bonneville rates prior to 1980. The Bonneville Administrator has stated that the an-
ticipated increase based on current estimates will be approximately 50% by 1980.

For the period beginning July 1, 1990 aud extending through June 30, 1996 each Company will
pay for its share based on the Supply System costs associated with the Project. We estimate thai annual
payments during this period will average $4,589,000 for each Company or a total of $22,945,000 based
on estimated 1982 levels of labor and material costs.

Project Agreement

Prior to the sale of the Notes, the Supply __stem and Bonneville will enter into a Project Agreement
which, among other things, will provide standards for the design, construction and operation cf the Project.
An abbreviated summary of some of the provisions of the Project Agreement is included in the Official
Statement to which this letter will be attached. Reference should be made to the full text of the
Agreement for all of its provisions.

Conclusions

Based on our studies and analyses of the Supply System pioposal to consiruct a nuclear-fueled
steam-electric generating project of approximately 1,220,000 kw in the vicinity of Richland, Washington,
we are of the opinion that:

1. The output of the Project is required to meet the load growth of the utility systems of the
Pacific Northwest under the Hydro-Thermal Power Program and can readily be absorbed by the
Participants and the Companies when the Project is scheduled for initia' Hperation.

2. The Supply System’s program for financing the Initial Work is sound and provides a sound
basis for proceeding with the Project prior to permanent financing.

3. The Net Billing Agreements to be executed by the Supply System, each Participant and
Bonneville and the Exchange Agreements to be executed by the Supply System, each Company and

Bonneville together with the Project Agreement to be executed by the Supply System d Bonneville
provide a sound foundation for proceeding with the Project.

4. The estimated cost of the output of the Proje.t is reasonable and comparable to costs
expected from similiar projects to be developed within the same time frame.

Respectfully submitted,
R. W. BECK AND ASSOCIATES
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Table 1

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1 PARTICIPANTS AND COMPANIES

Summary of Financia) Statistical Data for 1971

Stamisncs
Customers:
Residential
Total
Kilowatt-houar Salu (000;
Kilowatt-hour Purchases (000)
Bonneville (Hanford Project Exchange)
Bonneville
Othe;
Total Kilowatt-hour
(000) . F
Kilowatt-hours Generated (000)

Purchases

(000)
Peak Demands—Kilowatts

Total Kilowatt-hour Requirement

INCOME AND CPERATING STATEMENT
Income
Total Operating Revenues
Other Income (Non-operating)

Total Income
Operating Expenses
Purchased Power
Bonneville (Hanford Project Exchange)
Bonneville
Other

Total Purchased Power Expemc
Generating Expense

Total Power Supply Expease
Other Expense (it ' ding Depreciation
and Taxes i

Total Operating Expense

CONDENSED BALANCE SHEET
Assets
Net Utility Plant .
Other Property and InveumuJ
Curreat Assets
Deferred Debits

Total Assets
Liabilities:

Long-term Debt

Current Liabilities

Deferred Credits

Reserves

Contributions in Aid of Construction
Retained Eamings (Capital Stock)

Tot:l Liabilities

Districts(1)

Municipalities Cooperatives

331,663
383,541
13,218,496

1,648,534
11,577,342
759,403

406813
457,034
14,171,585

1,145,272
4,412,550
457,147

111,950
134515
2,955,515

421,559
2924321
23,718

Lompanies

1,366,009
1,557,901
42,234,306

2,109,709
9,690,575
18,047,104

335074
28,504 788
19,327,372

13,985,279
3,761

6,054 969
9,312,154

3,379,598
4,484

29,847 188
18,291,674

$2.267,234
27,612,073

13,989,040
2,823,302

$ 99,755,125
2.823.717

310’ 578, 842

$ 5375159
34,277,608
2,334,858

15,367,123
2,959,174

$116,772,495
2,828,175

$119,600,670

$ 294137
12,730,475
2,693 688

3,384 082
1,238,416

$ 36,980,363
580,590

$ 37,561,053

$ 1284892
9,106,547
211,099

48,139,062
6,926,100

$ 480,959 649
16.291,232

§ 497 "SU 881

4364718
20,606,721
54,035,003

80,879,307
13,946,992

$ 734497632
22521 6.4

$ ""U 1,446

14,065 145
76.72!,351

5§9.274,648

$ 41987625
94,278

§ 18365539
6,956,023

$ 10,702,538
20,127

79.006 442
16,176,449

$ 42,081,903

37,108 491

3 79,190, 394

$302,394 916
30911,428
43021819

8,154,497

$ 25,321,562

69,153,202

$ 10,722,675

19,765,211

95,182,891

262,961,657

S 94,474,764

$703,709,314
22,980,761
62,471,873
11,997,672

$ 30,487,886

$163,603,331
8,598,201
15,694,760
1,014,410

$ 358,144,548

$2,444 991 984
55,236,378
112,413,093
26,728,216

$384,482,660

§125.992,238
21,081 885
3,629,726
1,149,328
6,883,792
225,745,691

$801,159,620

$423,148 884
27,426,476
894,619
6792614
10,646,620
332,250,407

$1838,910,702

$140,146,798
4,144 995
604,636
76,798
5,170,339
38,767.136

$2,639,369,671

$1,405,940,065
169,656,584
12,763,507
58,102,147
27,284,591
965,622,777

$ 150,062,144
23,246,887

$ 173,309,071

388,988,561

$ 562,297,592

$3.614.699 545
117,726,768
233,601,545

47 894,795

$4,013,922.653

$2.095,227 985
222,309,940
17,892 488

66 120,887

49 985,342
1,562.386,011

$384 482,660

$801,159,620

(1) Public Utility Districts, Peoples Uuhxy Districts, and 2 Irrigation Districts
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EXHIBIT I
FORM OF NET BILLING AGREEMENT

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1

AGREEMENT

executed by the

UN'TED STATES OF AMFRICA
DEPARTMENT OF THE INTERIOR

acting by and through the

BONNEVILLE POWER ADMINISTRATOR

and

WASHINGTON PUBLIC POVER SUPPLY SYSTEM

and

(THE PARTICIPANT)
(Net Billing Agreement)
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This AGREEMENT, executed » 1973, by the UNITED STATES OF AMERICA (here-
inafter called “the Gevernment™”), Department of the Interior, acting by and through the BoNNEVILLE
POWER ADMINISTRATOR (hereinafter called “the Administrator”), and WASHINGTON PusLic Power
SuppLy SysTEM (hereinafter called “Supply System™), a municipal corporation of the State of Washing-
ton, and (Participant’s Name) a corporation of the State of (Participant),

WITNESSETH:

WHEREAS Supply System has constructed the Hanford Project which includes Generating Facilities
with an electrical capability of 860 megawans that are operated in conjunction with byproduct steam
from the New Production Reactor (NPR) of the Atomic Energy Commission (AEC) on the Hanford
Rescrvation; and

WHEREAS the AEC has notified Supply System of its intention to discontinue dual purpose operation
of the NPR and Supply System, the Administrator and the Participanis, being all the parties to the
Hanford Exchange Agreements, have agreed that Supply System shall construct a nuclear steam supply
faciliy and additional generating facilities which can be used in conjunction with the Generating
Facilities; and

WHEREAs Supply System, the Administrator and 76 utility participants have executed Hanford
Exchange Agreements which provide for the purchase of Project Output from the Hanford Project
by the Participants and the exchange of such Project Output with the Administrator for firm electric
power and energy; and

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

WHEREAS the Participant proposes to purchase the Participant’s Share from Supply System for
assignment to the Administrator hereunder, and the Administrator proposes to acquire such Participant's
Share; and

WHEREAS Supply System and the Participant have each determined that the sale by Supply System
to the Participant of the Participant’s Share and assignment thereof to the Administrator as herein pro-
vided will be beneficial to it by reducing the cost of and increasing the amounts of firm power and energy
which will be available to serve its members or customers in the future; and

WHEREAS the Administrator has determined that the acquisition of the Participant’s Share as herein
provided will assist in attaining the objectives of the Bonneville Project Act and other statutes which
pemintothedhposiﬁonofekcuicpowermdmrgyﬁomﬁwemmmprojecnintbehciﬁc North-
west by enabling th: Government to make optimum 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 providec herein will enable the Administrator to make available addi-
tional firm power and energy to meet 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 agreement is one of a series of agreements implementing such program; and

WHEREAs the Administrator will pool electric power and eaergy acquired hereunder with other
electric power available to the Administrator from the Federa! Columbia River Power System so that any
costs or losses associated with acquiring such electric power and energy will be borne by the Administra-
tor's ratepayers through rate adjustments if necessary; and
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WHEREAS the Administrator and the Participant are parties to agreements which require payments
by the Participant to 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 sirnul-
taneously with this agreement which will provide among other things for relationships between Supply
System and the Administrator with respect to Project construction, ope:ation, maintenance and budgets;
and

WHEREAS the Administrator and Supply System propose to eater into agreements with the other
Participants containing terms and conditions substantially identical to those specified herein; and

WHEREAS the Administrator, Supply System, The Montana Power Company, Pacific Power & Light
Company, Poitland General Electric Company, Puget Sound Power & Light Company, and The Wash-
ington Water Power Company expect to enter into Projec' Exchange Agreements simultaneously 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 firm 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 construct, acquire 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 produced thereby; 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 agree as follows:
1. Defirition and Explanation of Terms.

(a) “Annual Budget” means the budget adopted 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 case of an amended Annuai Budget, applicable to the
remainder of such Contract Year. The Annual Budget, as amended from time to time, shall make
provision {or 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 No.
178 and the Bond Resolution, and (2) accruals and amortizations, resulting from the ownerskip,
operation (including cost of fuel), and maintenance of the Project and repairs, renewals, replace-
ments, and additions to the Project, including, but not limited to, the amounts which Supply
System is required under che 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 Date of Commercial Operation or September 1, 1980, whichever
occurs first, shall include only such amounts as may be agreed upon by Supply System and the
Administrator.

All taxes imposed and required by law to be paid, and which are due and payable in a Contract
Year, shall be included in the Annual Budget for that Contract Year as a Project Cost. To the
extent Supply System is permitted by law to negotizte for payments in lieu of taxes or other negoti-
ated payments to state or local taxing entities, the Annual Budget shall also include the amounts
of such negotiated payments; provided, however, that Supply System shall not agree to such a
negotiated payment if in any Contract Year the sum of such negotiated payments to such taxing
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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 thereof, within the boundaries of each such taxing entity, were subject to ad valorem
taxes and its valuation for tax purposes were added to the valuation of the property subject to ad
valorem taxes by such taxing entity, but with its millage rate reduced so that the amount of ad valorem
taxes raised would be unchanged

(b) “Billing Statement” means the written statement prepared by Supply System that shows
the amount to be paid to Supply System by the Participant for the Participant’s Share for a Con-
tract Year or, in the case of an amended Billing Statement, for the remainder of such Contract
Year. Such amount shall be determined as to the Participant by multiplying the amount of the
Annual Budget or the amended Annual Budget, as the case may be, less any other funds (including
but not limited to amounts payable under the Project Exchange Agreements) which shall be
specified in the Annua! 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 oilled during such year will be reflected in the Billing Statement for
the following Contract Year.

(c) “Bonds” means any bond, bonds 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 Kesolution, 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 Le amended or supplemented, to authorize the Bonds

(e) “Contract Year” (1) means the period commencing on the Date of Commercial Opera-
tion, or on January 1, 1980, whichever occurs first, and ending at 12 p-m. on the following June 30,
and (2) thereafter means the 12-monih period commencing each year at 12 p.m. on June 30,
except that the last Contract Year shall end on the date of termination of this Agreement.

(f) “Date of Commercial Operation” means the date fixed pursuant to section 1(f) of the
Project Agreement.

(8) “Generating Facilities” means the Hanford Project pow:rhouse with two turbine generator
units with a combined nameplate rating of 860 megawatts, related auxiliary equipment, trans-
formation and transmission facilities.

(h) “Hanford Exchange Agreements” means the Exchange Agreements (Contracts No
14-03-35345 through 14-03-35363 and 14-03-35569 through 14-03-35625, inclusively) executed
by 76 utiuty 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 Project
Output with t. ¢ Administrator for firm power and energy.

(i) “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 agreements for the Project
similar to this agreement entered into by Supply System, the Administrator and =ach of the Partici-
pants (Contracts No. 14-03-39217 through 14-03-39320, inclu. ).

(k) “Participants” means those entities which are specified in Exhibit A or which become
assignees of all or part of a Participant’s Share pursuant to sections 7(b) or 16.
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(1) “Participant’s Percentage” means the decimal fraction for the Participant specified in
Exhibit A adjusted pro rata for increases or decreases in the Participant’s Share under the proviso in
subsection (m) below.

(m) “Participant’s Share” means the decimal fraction share of Project Capability purchased
by the Participant hereunder determined as follows:

(1) During the period beginning on the date of execution of this agreement and ending
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 term hereof, the Participant’s Share shall be the Participant’s Percentage
specified in Exhibit A;

provided, however, that the decimal fractions determined in (1) or (2) above shall (1) during any
period in which a decimal fraction share is assigned to the Participant pursuant to sections 7(b), 7(f),
or 12 hereof or pursuant to section 7(b) in the other Net Billing Agreements, be increased by the
decimal fraction share or shares so assigned, and (2) be decreased by any reductions under section 12
hereof or under an assignment by the Participant under section 7(b) hereof during any period in
which such reductions or assignments are in effect.

(n) “Project” means the nuclear generating plant and related property as described in Exhibit
B. Exhibit B shall 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 descrip-
tion 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.

(o) “Project Agreement” means the agreement for financing construction, ownership and

operation of the Project, as the same may be amended, executed by Supply System and the Adminis-
trator (Contract No. 14-03-39211).

(p) “Project Capability” means the actual electrical generating capability, if any, of the
Project 2t any particular time (including times when the Project is not operable or operating or the
operation thereof is suspended, interrupted, interfered with, reduced or curtailed, in each case in
whole or in part), less Project station use and losses.

(q) “Project Consultant” means an individual or firm, of national reputation having demon-
strated expertise in the field of the matter or item referred to it, appointed among other things, for
the resolution of a differerce regarding a matter or item referred by Supply System. A different
Project Consultant may be appointed for each matter or item referred.

(r) “Project Exchange Agreements” means the agreements entered into by Supply System, the
Administrator and each of 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 exercise of reasonable judgment in light of the facts (including but not limited
to the practices, methods and acts engaged in or approved by a significant portion of the electrical
utility industry prior thereto) known at the time the decision was made, would have been expected to
accomplish the desired result at the lowest reasonable cost consistent with reliability, safety and
expedition. Prudent Utility Practice shall apply not only to functional parts of the Project but also to
appropriate structures, landscaping, painting, signs, lighting, other facilities ang public relations
programs reasonably designed to promote public enjoyment, understanding and acceptance of the
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that system. Any Practice, methog Or act which Pursuant to the Project Agreement js determined
o be Pruden: Utility Praciice shall pe deemed to be Prudent Utility Practice kereunder.

2. Exhibiss, Exhibits A through C are by this reference incorporated herein ang made a part of
this agreement. Supply System and the Participant gha)) €ach be the “Contractor” g that term js ygeg

(a) Sale of Participany's Share, Supply System hereby sells, and the Participan; hereby pur-

, the Participant’s Share. The Purchase price ¢ be paid for cach Contrace Year by the
Participant ¢o Supply System for the Participany's Share shaj) be e amount specifiag in the Bij).
Statement. The Participan; shall make the Payments to pe L.ade to Supply System under sec-

5, 6 and 10, whether cr ot the Project js completed, operabje Or operating ang Dotwithstand.



Whenever during a Contract Year the Participant's Percentage chinges from that used in
preparing the Billing Statement for that Contract Year an amended Billing Statement shall be
prepared for the remainder of that Contract Year reflecting such change and shall be submitted to
the Participant and the Administrator.

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

The Participant shall pay to Supply System each month in a Contract Year the amount by
which the net billing credits and cash payments theretofore received from the Administrator by the
Participant for that Contract Year under section 7 exceed the sum 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 saall 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 month!y amounts previously paid to Supply System by the Participant in such Contract
Year.

Each such payment shall be made on or before the thirtieth day after (1) the date on each of
the Administrator’s bills to the Participaut which reflects a credit to the Participam for such
Contract Year pursuant to section 7(a) or (2) the date that payment is received from the Admin-
istrator pursuant to section 7(c). Amouns due and not paid by the Participant on or before the
close of business of such thirtieth day shall bear an additional charge of two percent of the unpaid
amount. Thereafter, a further charge of one-half percent of the initial amount remaining unpaid
shall be added on the last day of each succeeding 30-day period until the amount due is paid in full.
Remittances received by mail will be accepted without assessment of the delayed payment charges
referred to above provided the postmark indicates the payment was mailed on or before the thirtieth
day after the date of the bill If the thirtieth day after the date of the bill is a Sunday or other non-
business day of thie 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 System bears any cost under section 10(e) of the Project Agree-
ment the Participant will pay to Supply System an amount equal to the amount of such cost
multiplied by the Participant’s Percentage, in addition to the payments specified in section 6(b) hereof.
Payments under this section 6(c) shall be made within 30 days from the date of mailing of the
statement stating the ainount of the payments.

7. Payment by the Administrator.

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

(1) For Contract Years in which this is the only agreement requirir; *“e Administrator
to make payments to the Participant: In the month preceding each such Contract Year the
Administrator shall allow a billing credit in the form of an offset to the Participant in the full
amount of the Administrator’s billings in that month under the Participant’'s Bonneville Con-
tracts. A billing credit computed in the same manner shall be allowed in each of the succeeding
months (except the last) in that Contract Year until the full amount owed by the Administrator
for that Contract Year has been offset against the Administrator’s billings to the Participant.

(2) For Contract Years in which there are two or more agreements requiring the Admin-
istrator to make payments to the Participant: In the month preceding eacn such Contract
Year and in each of the succeeding months (except the last) in that Contract Year the Partici-
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pant’s billing credits under this agreement shall be offset in the manner specified in (1) above
against the payments due from the Administrator under all agreements of the Participant
requiring the Administrator to make payments to the Participant, in the proportion that the
amount specified in the Billing Statement bears to the sum of the amounts to be paid by the
Administrator under all such agreements for that Contract Year.

The total offsets allowed to the Participant hereunder for a Contract Year shall not exceed the sum
of (1) the amount specified in the Billing Statement 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 contracts or agreements
between the Participant and the Administrator which 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.

(b) If for any Contract Year, the Administrator determines that the dollar obligations due
the Administrator from the Participant, referred to in subsection (a) above, are or are expected
to be insufficient to offset the Admiuistrator’s dollar obligations to such Participant under sub-
section (a) above, and, in the opinion of the Administrator and the Participant, are expected to
remain insufficient for a significant period, the Administrator shall use his best efforts to arrange
for assignment of all or a portion of the Participant’s Share and the associated benefits and obliga-
tions (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 term
of this agreement to the extent required to eliminate the insuffic’ency, and the Participant shall make
the assignment 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 Admiuistrator is unable to arrange for such assignment, the Partici-
pant shall make such assignment to other Participants pro rata pursuant to the counterparts of
subsection (f) of this section in the other Net Billing Agresments.

(c) If (1) assignments under suhse.don (b) ahove cannot be made in amounts sufficient to
bring into balance the respective dolla- obligations of th: Administrator and (2) an accumulated
balance in favor of the Participant from a previous Contract Year is expected by the Administrator
to be carried for an additional Contract Year, such balance and any subsequent monthly net balances
that cannot be net billed shall be paid in cash to the Participant by the Administrator, 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 agreements providing for net billing,

(e) If all or a portion of the Participant’s Share is assigned under this section 7, the Participant
shall uevertheless remain liable to Supply System to pay the purchase price for the Participant’s
Share in accordance with section Z(a) as if such assignment had not been made, and such liability
of the Participant shall be discharged only to the extent that the assignee 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 enforce 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 amouats sufficient to balance dollar obligations of the Administrator and any other Partici-
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pant, 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 under this subsection shall not without
the consent of the Participant exceed an accumulated maximum of 25 percent of the Participant’s
Share specified in Section 1(m)(2), nor shall 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 estimate of the Administrator’s billings to the Participant for each Contract Year
during the period of such assignment, both such estimates to be made by the Administra‘or.

(g) The estimates by the Administrator under this agreement of billing credits and of pay-
ments 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 Com-
mercial Operation (work day meaning a day which the Administrator and Supply System observe as a
regular work day) the Administrator shall notify Supply System of the amounts of energy from the
Participant’s Share he will require for each hour of the following day or days; provided, however, that
the Administrator may during any hour request delivery of other amounts of such energy. Supply
System’s dispatcher, within the capability of the Participant’s Share and in accordance with Prudent
Utility Practice, shall schedule for delivery to the Administrator at the point of delivery specified in
section 11 for each hour in the term hereof the amouats of energy so requested by the Administrator.

9. Participant’s Right to Use Project Capability.

(a) If the Administrator is unable to satisfy his obligation to the Participant by net billing,
assignment or cash payment under section 7, and determines, in consultation with the Participant,
that this inability will continue for a significant period, the Participant may direct that all or a portion
of the energy associated with the Participant’s Share be delivered by Supply System for the Partici-
pant's account at the point of delivery specified in section 11, for either the expected period of such
inability or the remainder of the term hereof, whichever is specified by the Participant when it elects
to have such energy delivered to it. The amount of such delivery shall be limited to the amount of
the Participant’s Share for which payment cannot be made, at the time the Participant elects to have
such delivery made to it, by net billing with the Participant or assignees or by direct payment by
the Administrator hereunder. The Participant’s obligations to assign its Participant’s Share to the
Administrator and the Administrator’s obligations to acquire such share and make payments to the
Participant under this agreement shall then be appropriately modified. The Administrator’s prior
obligations to the Participant not previously liquidated pursuant to the terms of section 7 shall be
preserved until satisfied.

(b) If the Participant elects to withdraw all or a portion of its Participant’s Share as provided
in this section, the Administrator will transmit such share to any point(s) of delivery on the Federal
Columbia River Power System designated by the Participant where the Administrator determines
such share can be made available, 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 Pacific Northwest owning interests in large thermal projects.

(¢) Upon withdrawal of any portion of the Participant’s Share under this section, the Partici-
pant shall schedule such portion in the same manner as provided for the Administrator in section §,
and the Administrator’s rights under section 8 shall be correspondingly reduced.

Whenever the Participant schedules any portion of its Participant’s Shave, the Participant and
the Administrator shall (1) schedule at least their respective proportionate shares of the minimum
capability of the Project as determined by Supply System unless all Participants with similar
obligations to schedule and the Administrator agree to a shutdown of the Project; provided, how-
ever, that the Administrator may, at his election, require shutdown of t:z Project if he supplies
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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 o
enable Supply System to prepare the fuel management plan pursuant to section 8 of the Project

Agreement.
10. Termination Settlements.

(a) If the Project is ended pursuant to section 15 of the Project Agreement, Supply System
shall give notice of termination of this agreement effective upon the date of termination of the
Project Agreement. Supply System shall terminate all activities related to construction and opera-
tion of the Project and shall undertake the salvage, discontinuance, decommissioning, and dispo-
sition or sale of the Project, as provided in the Project Agreement. After such termination, Supply
System shall provide monthly accounting 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 thereof in accordance with the
Bond Resolution or the final disposition of the Project, whichever is later, at which time a final
accounting statement shall be prepared by Supply System at the carliest reasonable time. Such
costs of salvage, discontinuance, decommissioning, and disposition or sale shall include, but shall
not be limited to, ail of Supply System’s accrued costs and liabilities resulting from Supply System's
ownership, construction, operation (including cost of fuel) and maintenance of and renewals and
replacements to the Project, all other Supply System costs resulting from its ownership of the
Project and the salvage, discontinuance, decommissioning, and disposition or sale ‘hereof, and
all amounts which Supply System is required under the Bond Resolution to pay in each year into the
various funds provided in the Bond Resolution for debt service and all other purposes until the date
that all of the Bonds have been paid or funds set aside for the payment or retirement thereof in
accordance with the Bond Resolution.

The monthly accounting statements shall credit against such costs all amounts received by
Supply System from the disposition of Project assets, including but not limited to amounts payable
under the Project Exchange Agreements. 1he final accounting statement shall credit the fair market
value of any assets related to the Project then retained by Supply System. If the monthly or final
accounting statements show that such costs exceed such credits, the Participant shall pay Supply
System at times reasonably agreed upon the sum determired by multiplying the amounts shown
to be due in the monthly and final accounting statements by the decimal fraction then used in
expressing the Participant’s Percentage. In any case suc* payments shall be made at timss 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 each year into the various funds
provided in the Bone Resolution for debt service and all other purposes. If the final account-
ing statement shows that such credits exceed such costs, Supply System shall pay at times reasonably
agreed upon 21 amount determined by multiplying such excess by the Participant’s Percentage, such
amounts to be divided between the Administrator and the Participant as their interests may appear.
Such excess credits shall bear interest from the date of such final accounting statement to the date
of payment, at the average of the annual interest rates for each month during such time for three-to-
five year issues, United States Government securities (taxable), Money Market Rates, as published
by the Board of Governors of the Federal Reserve System in the “Federal Reserve Bulletin” or
equivalent publication or the maximum rate lawfully payable by Supply System, whichever is less.

(b) To the extent of the Participant’s Share then assigned to the Administrator, the Adminis-
trator shall pay the Participant the amounts, if any, paid by the Participant to the Supply System
pursuant to this section. Such amounts shall be paid ia the manner specified in section 7 and at such
times as the parties agree upon. ‘

(c) The provisions of this section 10 and the provisions of sections 5(2) and 5(b) describing
the circumstances under which payments are to be made in this section 10 and the provisions of
section 13 shall remain in effect notwithstanding termination of this agreement pursuant to section 3.
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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 voltage described below. Such electric
power and energy shall be in the form of three-phase current, alternating at a frequency of approximately
60 Hertz. Amounts so delivered at such point during each month shall be determined from measure-
ments made by the Government's meters, adjusted for losses as agreed upon by the parties hereto,
installed to record such deliveries at the place and in the circuits hereinafter specified:

PrOJECT POINT OF DELIVERY:

Location: the point in the Vantage substation where the 500 kv facilities of the Government
and the Project are connected;
Voliage: 500 kv,

Metering: in the 500 kv circuits at the Project over which such electric power and energy
will flow;
Adjustment: for losses between the point of metering and point of delivery.

12. Obligations in the Event of Default. The Participant’s Share purchased by the Participant from
Supply System and assigned by the Participant to the Administrator under this agreement shall be auto-
matically increased for the remaining term of thic agreement pro rata with that of other nondefaulting
Participants if, and to the extent that, one or more of the Participants is unable, or fails or refuses for
any reason, to perform its obligations under its Net Billing Agreement, and the Participant’s Share of
the defaulting Participant shall be reduced correspondingly; provided, however, that the sum of such
increases for the Participant pursuant to this subsection shall not, without consent of the Participant,
«xceed an accumulated maximum of 25 percent of the Participant’s Share specified in section 1(m)(2),
nor shall any such increase under this subsection cause the estimate of the payments to be made by the
Participant to Supply System under this agreement to exceed the estimate of the Administrator’s billings
to the Participant during the period of such increase, which estimates shall be made by the Administrator
and shall be conclusive.

If the Participant shall fail or refuse to pay any amounts due to Supply System hereunder, the fact
that the other Participants have assumed the obligation to make such payments shall not relieve the
Participant of its liability for such payments, and the Participants assuming such obligation, either in-
dividually or as a member of a group, shall have a right of recovery from the Participant. Supply
System or any Participant as their interests may appear, jointly or severally, may commence such suits,
actions or proceedings, at law or in equity, including suits for specific performance, as may be necessary
or appropriate to enforce the obligations of this agreement ageinst the Participant under this subsection.

13. Sources of Participant’s Payments. 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 operation of its electric utility properties and from payments by the Administrator 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, facilities and commodities sold, furnished or supplied by it through
any of its electric utility properties which shall be adequate to provide revenues sufficient to enable the
Participant to make the payments to 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.

14. Modification and Uniformity of Agreement.

(a) This agreement shall not be binding upon any of the parties hereto if it is not binding
upon all of the parties hereto, but this agreement shall not be subject to termination by any party
under any circumstances, whether based upon the default of any other party under this agreement,
or any other instrument, or otherwise, except as specifically provided in this agreement.
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(b) This agreement siall not be amended, modified, or otherwise changed by agreement of
the parties in any manner that will impair or adversely affect the security afforded by the provisions
of this agreement for the payment of the principal, interest, and premium, if any, on the Bonds
as they respectively become payable so long as any of the Bonds are outstanding and unpaid or
funds are not set aside for the payment or retirement thereof in accordance with the 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 agreement, the Administrator shall notify the
Participant and upon timely request by the Participant shall amend this agreement to include similar
terms and conditions.

15. Hanford Exchange Agreement.

(a) If the Participant is a party to a Hanford Exchange Agreement, the parties hereto
agree (i) to the use and employment of the Generating Facilities by Supply System for the purposes
and in the manner prescribed in the Bond Resolution, (ii) that the electric power and energy to
be produced by the Project, including the electric power and energy to be produced by the Generat-
ing Facilities, shall be disposed of to the parties, in the quantities, for the periods and under the
terms and conditions prescribed in the Net Billing Agreements and the Project Exchange Agree-
ments, and (iii) that the execution and delivery of this agreement does not affect, limit, modify,
alter, release, or discharge their respective rights and obligations under such Hanford Exchange
Agreements, or reduce the Participant’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 Agre~ments and the Project Exchange Agreements.

(b) Supply System shall transfer to the appropriate funds and accounts under Supply System
Resolution No. 178 from the revenues received from the sale of Project Capability amounts sufficient
so that no payments by the Participants under the Hanford Exchange Agreements are due under
section 5(e) of such Agreements,

16. Assignment of Agreement. This agreement shall inure to the benefit of and shall be binding
upon the respective successors and assigns of the parties to this agreement; provided, however, that
except as provided in sections 7, 9 and 12 hereof, neither 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 Unitsd States or an agency thereof. Such
consent will not be unreasonably withheld. No assignment or transfer of this agreement shall relieve
the parties of any obligation hereunder.

17. Approval by Rural Electrification Administrator. 1f the Participant is a party to an agreement
or other instrument pursuant to which approval of this agreement by .he Administrator of the Rural
Electrification Administration is required as listed in Exhibit A, this agreement shall not be binding upon
any of the parties until it shall have been approved by him or his delegate.

18. Participants’ Review Board.

(a) Composition; election. Not more than 30 days after the execution of this agreement, and
thereafter not less than 60 days prior to the commencement of each Contract Year and at such
other times prior to June 30, 1980 as the Participants’ Review Board may determine, the Participants
shall elect a Participants’ Review Board consisting of nine members. Supply System shall give each
Participant not less than 15 days’ written notice stating the time «nd place at which a meetinp of
representatives of the Participants shall be held for the purpose of bolding such election. Each
Participant shall designate the person and an alternate (to serve in the absence or disability of such
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person), to cast its vote(s) for Board members by writter notice filed with Supply System. The
vote cast in behalf of each Participant shall be proportional to its Participant’s Share. Any vacancy
on the Board shall be filled by vote of the remaining Board members pending the next Board election.

(b) Board meetings; voting; and rules. Meetings of the Participants’ Review Board shall be
held at least quarterly during the construction of the Project and at least semi-annually thereafter.
Timely written notice of the time and place of such meeting shall be given to the parties. Each
member of the Board shall be eatitled to one vote, to be cast in persca and not by proxy. A majority
of the Board shall constitute a quorum, and the majority of those present shali be necessary and
sufficient for the adoption of any motion or resolution except as otherwise provided in subsection (e)
below. All meetings of the Board shall be open to attendance by any person authorized by any of
the Parucipants. Except as herein 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 membership of the Board which rules may provide that the Board shall have the right to
appoint persor of technical, legal, auditing or other special qualifications to committees to carry
out reviews i .d investigations.

(c) Except in the event of an emergency requiring immediate action, copies of all proposed
Construction and Annual Budgets and fuel management plans, including amendments thereto, and
plans for refinancing the Project shall be submitted by Supply System to the Participants’ Review
Board within a reasonable time, prior to the time such proposed budgets and pians ate to be adopted
by Supply System. Such copies shall be submitted to the Participant upon its request.

(d) Except in the event of an emergency requiring immediate action, all bids, bid evaluations
and proposed contract awards for amounts in excess of $500,000 shall be submitted to the Partici-
pants’ Review Board at least seven days prior 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 members of the Participants’ Review Board.
Such written recommendations shall be forwarded o Supply System within a reasonable time along
with supporting data, which time shall not exceed the comparable time, if any, prescribed in the
Prcject Agreement. Supply System shall take action on such recommendations within a reasonable
time for adoption, modification or rejection. Supply System, upon taking action, shall notify the
Participants’ Review Board promptly of such action, and, if it modifies or rejects a recommendation,
shall give the reason therefor.

(f) 1f Supply System modifies or rejects a written recommendation of the Participants’ Keview
Board concerning a matter submitted for review under subsections (¢) or (d) above, the Partici-
pants’ Review Board may refer the matter to the Proiect Consultant in the manner described in
section 10 of the Project Agreement for his written decision and his decision shall be binding upon
the parties. Pending any decision by the Project Consultant under this subsection, Supply System
shall proceed in accordance with the Project Agreement. Nothing in this subsection shall affect the
procedure for the settlement of ary dispute between the Administrator and the Supply System
under this agreement or the Project Agreement.

(g) Except as specificaly provided in secuon 10(e) of the Project Agreement, Suppiy
System shall not proceed with any item as proposed 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.
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19. Applicability of Other Instruments. 1t is recognized by the parties hereto that Supply System
in (1e ownership, construction and operation of the Project must comply with the requirements of the
Boud Resolution and all licenses, permits, and regulatory approvals necessary for such ownership,
con..ruction and operation, and it is, therefore, agreed that this agreement is made, and referrals to the
Proj:ct Consultant hereunder shall be, subject to the terms and provisions of the Bond Resolution and
all such licenses, permits, and regulatory approvals.

IN WiTNESs WHEREOF, the parties hereto have executed this agreement in several counterparts.

UNITED STATES OF AMERICA
Department of the Interior
(sEaL)
TSN R ST R ¢ TOE T
Bonneville Power Administrator
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(SEAL)
MU 3 Mo AAh B S 0 4 B ek e T A
L e R At e gl I S R
ATTEST:
o e N, M R
R = ol e
(THE PARTICIPANT'S NAME)
(sEaL)
o o o e e
BN eidihsoh b T b e ey e
ATTEST:
B e e S e YR e e i e
T s vt 5 v aiin o p b o D od e i
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EXHIBIT A
(WPPSS No.1)

TABLE OF PARTICIPANTS AND PARTICIPANT'S PERCENTAGE

Participant
o E R e S A N R U S
City of Bandon, Oregon ..................couviennnnnnnnn.
Public Utility District No. 1 of Benion County, Washington .. ........

*Benton Rural Electric ASSOCIatio™ .................c0i0unnenns

*Blachly-Lane County Cooperative Electric Association ............
The City of Blame, Washington ............................
The City of Bonners Ferry, Washington ........................
City of Burléy.,nldaho ......................................
The City of RSN T G S RS TR

City of Cascade Locks, Oregon ................c.0oviennnnnnns
*Central Electric Cooperative, InC. ............co.ovvnnnnnnn...
The City of Centralia, Washington ......................0.0....
The Central Lincoln Peoples’ Utility District ... ..................
Public Utility District No. 1 of Chelan County, Washington . .......

The City of Cheney, Washington .................0c0vvnnnnnn.
Public Utility District No. 1 of Clallam County, Washington . .......
Public Utilit;eg)imict No. 1 of Clark County, Washington ..........
Clatskanie ples’ Utility District ................... .......
*Clearwater Power Company ..............  ...ooveenennnnn.

*Columbia Basin Electric Cooperative, Inc. ......................
*Columbia Power Cooperative Association, Inc. ..................
*Columbia Rural Electric Association, Inc. ..............0000n....
Consolidate” Irrigation District No. 19 ................0.0'oo..
*Consumers Power, InC. ...........00oivinieeeeninnnnnnnnnnn..

*Coos-Curry Electric Cooperative, Inc. ........................
City of Coulee Dam, Washington ..................c000iiunnen..
PublLc Utility District No. 1 of Cowlitz County, Washington ........
The City of Declo, Idaho ................0 ...ccoonninennnn,
Public Utility District No. 1 of Donglas County, Washington ... .. ...

*Douglas Electric Cooperative, Inc. ................0o0voruno...
The City of Drain, Oregon .............coivivineennnnneennns
East End Mutua! Electic Co.,, Ltd. ............................
The City of Ellensburg, Washington ............................
SR MY BRI, OPMIOB « .« cocoonsesosassorionnssessnesons

*Fall River Rural Electric Cooperative, Inc. ......................
I-‘mnehcr:J nEhlmDn Co..NLtdi Sase Wuhmp .............
*Publi ility District No. 1 of Ferry ty, ington ..........
*Flathead Electric Cooperative, Inc. ....................0000un.
The City of Forest Grove, Oregon ......................00unn.

Public Utility District No. 1 of Franklin County, Washington . .......
Public Utility District No. 2 of Grant County, Washington . .........
Public Utility District No. 1 of Grays Harbor County, Washington . . . .
*Hamey Electric Cooperative, Inc. ............cvc00viernernnne..
Chy of Heybumn, JOaDO . .......coivivvurvinnsnnnsssssosneee

*Approval of Agreement by Rural Electrification Administration required.
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Reference

Albion
Bandon
Benton PUD
Benton REA
Big Bend

Blachly-Lane
Blaine
Bonners Ferry
Burley

Canby

Cascade Locks
Central Elec.
Centralia
Central Linc.
Chelan

Cheney
Clallam
Clark
Clatskanie
Clezrwater

Columbia Basin
Columbia Power
Columbia Rural
Cons. Irrig.
Consumers

Coos-Curry
Coulee Dam
Cowlitz
Declo
Douglas PUD

Douglas Elec.
Drain

East End
Ellensburg

Eugene

Fall River
;armers
erTy
Flathead
Forest Grove

Franklin
Grant

Grays Harbor
Harmney
Heyburn



Pusticipant

Hood River Electric Cooperative of Hood River County, Oregon . ...
*Idaho County Light & Power Cooperative Association, Y
City of Idaho Falls, Idaho ...........ooviiiinrninninninenees
*Inland Power & Light Company ..........c..coemeenoacnonnens
«Public Utility Distnict No. 1 of Kittitas County, Washington ........

*Public Utility District No. 1 of Klickitat County, Washington ........
*Kootenai Electric Coog:tive, R R R T e R AR
*Lane County Electric pative, IBC. ......co00cennnniienanes
Fublic Utility District No. 1 of Lewis County, Washington ..........
*Lincoln Electric Cooperative, Inc. (Montana) ...............0ve

*Lincoln Electric rative, Inc. (Washington) ............c.0en
*Lost River Electric Cooperative, Inc. ..........oovvvvre cnveens
*Lower Valley Power & Light, Inc. ... ..........ooccominrnannnen
*Public Utility District No. 1 of Mason County, Washington ..........

Public Utility District No. 3 of Mason County, Washington . .......

Town of McCleary, Washington ...........coovvvenniiarennnns
City of McMinnville, Oregon ...........cooveuiimrnrnnarensee:

*Midstate Electric Cooperative, Inc. ... .. NN P N
City of Milton-Freewater, Oregon . ..........ccocierurrnnrenees
City of Minidoka, Idaho ..........c.ooiiivirinnannirenneenes

*Missoula Electric Cooperative, Inc. ...........covonvnvnennnnn
City of Monmouth, OTegon ... ........ccevnerrrnanneonnnes
*Nespelem Valley Electric Cooperative, I PR R e o R
eNorthern Lights, InC. ......ccoiooviiiiininiininiininnnaannns
Northera Wasco County People’s Utility District . ...........000n.

‘Ohno%n County Electric Cooperative, Inc. .............. «...0n
tility District No. 1 of Okanogan County, Washington ......
*Orcas Power and Light Company ...........c.ooovvvuannnennnns
Public Utility District No. 2 of Pacific County, Washington ..........
Public Utility District No. 1 of Pend Oreille County, Washington . ...

Public

City of Port Angeles, Washington ...........cooveeerirnnrnenes
*Prairic Power Cogeﬂﬁve. S L SRR o JITES R T
*Raft River Rural Electric Cooperative, Inc. . . .......ooviievvnnnns
*Ravalli County Electric Cooperative, Inc. ..........coovnveenens

City of Richland, Washington ...........coorurevnnvenrennes

Salem Electric ........co0ns isssessassasssaresestsnannaans
*Salmon River Electric Cooperative, Inc. ........ccovveinnnnennen

City of Seattle, Washinglon ... ..........cooeraanszoersoisees
Public Utility District No. 1 of Skamania County, Washington . .....
Public Utility District No. 1 of Snohomish County, Washington . .....
South Side Electric Lines, Inc. ........ooiiivvrranrrninnnnaes

The City of Springfield, Oregon . .........covuerenirervrreneens

‘Ammﬂdwwmmemmwwmmm
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Reference

Hood River
Idaho Co.
Idaho Falls
Inland
Kittitas

Klickitat
Kootenai
Lane

Lewis
Lincoln (M)

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

McCleary
McMinnville
Midstate
Milten-F.
Minidoka

Missoula
Monmouth
Nespelem
Northern Lts.
Northern Wasco

Okanogan Elec.
Okanogan PUD
Orcas

Pacific

Pend Oreille

Port Angeles
Prairi

Raft River
Ravalli
Richland

%iverside
u
Rural
Salem
Salmon

Seattle
Skamania
Snohomish
South Side

-
.



Purticipant Reference

The Town of Sumas, Washington . ..................000vvvvun.. Sumas
*Surprise Valley Electrification Corporation ...................... Surprise V.
City of Tacoma, Washington . ............ocivven:cvvueennnnnss Tacoma
SRR - TIIIIE 60 i 5 ho ubbasnmnns eioknsnrssnsnniessssssassss Tanner
*Tillamook Peoples’ Utility District .. ............covvnvnennnnnes Tillamook
*Umatilla Electric Cooperative Association ...................... Umatilla
Unity Light and Power Company . .............couvieiinnunenns Unity

Vera Irrigation District No. 15 .. ............uvininnerinnnnens Vera
*Vigilante Electric B B 1 e o S S R SRS % 4 Vigilante
Public Utility District No. 1 of Wahkiakum County, Washington . . ... Wahkiakum
*Wasco Electric Cooperative, Inc. ..............cco0ivvnvennnss - Wasco
*Wells Rural Electric Company ..... .............ccc0vveeeenn, Wells
*West Oregon Electric Cooperative, Inc. . .................o0uuu.. 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
Exhibit A may be amended from time to time upon mutuai 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; pro-
vided, however, that the sum of any such decreases for any Participant pursuant to this paragraph shall
not exceed an accumulated maximum of 25 percent of the Participant's P:rcentage specified in this
Exhibit on the date of execution of this agreement nor shal! any such increase under this paragraph
cause the estimate of the payments to be made by a Participant to Supply System under this agreement
to exceed 86.95 pcrecat of the estimate of the Administrator’s billings to such Participart during the
period of such increase, which estimates shall be made by the Administrator and shall be conclusive;
provided, further, that any such increase ~r decrease shall not affect or impair the tax exempt status
of the Bonds. The Administrator shall then prepare a revised Exhibit A which shall be substituted for
tthxhibitAmdbecomcapanofmisammm.
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PARTICIPANT'S PERCENTAGE

PARTICIPANT iTe-8e ivee-8i e 19788 19R3-84  ISRAES  iBS-4  N9eA AT
T e 000004 000004 000005 000007 000006 000006 0.00005  0.00004
Bandon ............c0 000089 000089 000105 000152 000162 000165 000170  0.00166
Benton PUD .......... 003529 003529 004034 004808 004979 004816 004806  0.04965
Benton REA ........... 000427 000427 000401 000374 000354 000336 000322 000308
T R RO 000006 000006 000039 000252 000242 000232 000225 000179
Blachly-Lane .......... 000197 000197 000208 000198 000208 000217 ©€00225  0.00234
Blaine ................ 000087 000087 000104 000134 000124 000119 000118 000109
Bonners Ferry .......... 0.00080 000080 000094 000125 000126 000121 000120 000115
T R R 000069 000069 000091 000228 000228 000217 000212 0.00179
Canby ........ocvnenes 000111 000111 000156 000189 000223 000244 000267  0.00296
Cascade Locks ......... 0.00039 000039 000047 000057 000063 000067 000071  C 00074
Central Elec. .......... 000697 000697 000667 000566 000553 000519 000483  0.00462
Centralia .............. 0.00125 000125 000166 000318 000328 000320 000321  0.00298
Central Linc. .......... 002654 002654 003093 003740 0.03967 004610 004125  0.04169
BRI (s s b 000826 000826 000836 000701 000650 000573 000521  0.00501
Cheney ........oeeeees 000426 000426 000483 000554 000556 0.00530 000522  0.00511
Clallam ............... 000676 000676 000827 001163 001202 001177 001185 001157
T, 0.14704 0.14704 016152  0.15907  0.15855  0.14940  0.14583  0.14635
Clatskanie ............. 000383 000383 000551 000882 000845 000773 000726 000613
Clearwater ............ 000339 000339 000324 000336 000319 000303 000291  0.00274
Columbia Basin ........ 000106 000106 000116 000183 000180 00CI177 000175  0.00161
Columbia Power ........ 0.00041 000041 000041 000048 0.00047 000046 000045  0.00042
Columbia Rural ........ 000717 000717 000713 000633 000622 000612 000607 000621
Cons. Irrig. . ....oouvuns 0.00009 000009 000009 000008 000007 000006 000006  0.00005
Consumers ............ 000918 000918 000939 000791 000858 000925 000980 001068
Coos-Curey ............ 000238 000238 000258 000420 000415 000410 000406 000373
Coulee Dam ........... 0.00029 0.00029 0.00036 0.00061 0.00060 0.00056 0.00054 0.00048
CowhitZ ........covnens 0.08027 008027 008339 008218 008196 007692 007507 007379
T 000011 000011 000015 000020 000022 000023 000024  0.00026
Douglas PUD .......... 070057 000057 000051 000051 000051 000051 000044  0.00044
Douglas Elec. .......... 0.00358 000358 000342 000295 000303 000314 000322  0.00331
BRI s e = <5 vy n 5 e 0.00046 000046 000057 000099 000103 000102 000103  0.00096
East End ............. 000017 000017 000015 000015 000014 000013 000012  0.000i1
Ellensburg . ............ 0.00557 000557 000653 000823 000836  0.00806  0.00801  0.00780
Eugene ............... 000054 000054 000068 000073 000075 000071  0.00060  0.00061

(1) (1 "oN SSddM)
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PARTICIPANT'S PERCENTAGE

PARTICIPANT RUED TORORT  IORIEE  i9AEAS  i9AS-A4  OMA-AS  IBABE  T9EET
TR S s 0.00012 0.00012 0.00053 0.00119 0.00137 0.00154 0.00171 0.00188
R o L e s o i e 0.00008 0.00008 0.00007 0.00010 0.00009 0.00008 0.00007 0.000035
R e e 0.00103 0.00103 0.00112 0.00134 0.00:30 0.00120 000114 0.00105
Flathead .............. 000172 0.00172 0.00175 0.00170 0.00156 0.00144 0.00135 0.00123
Forest Grove .......... 0.00019 0.00019 0.00018 0.00082 0.00211 0.00360 0.00416 0.00470
R icvs ity 0.00846 0.00846 0.01005 0.01446 0.01468 0.01413 0.01401 0.01330
S 0.00802 0.00802 0.00812 0.00681 0.00630 0.00556 0.00506 0.00486
Grays Harhor .......... 0.04776 0.04776 0.03460 0.02358 0.02553 0.02597 0.02696 0.02758
D 5 s e amams 0.00007 0.00007 0.00029 0.00125 0.00124 0.00123 0.00122 0.00105
Heyburm .............. 0.00081 0.00081 0.00101 0.00200 0.00201 0.00192 0.00189 0.00167
Hood River ............ 0.00175 0.00175 0.00182 0.00208 0.00214 0.00219 0.00224 0.00224
Idaho Co. ............. 0.00032 0.00032 0.00036 0.00053 0.00052 0.00051 0.00050 0.00047
Idaho Falls ............ 0.00258 0.00258 0.00406 0.00922 0.00967 0.00958 0.00974 0.00908
R C.01181 0.01181 001114 0.00970 0.00931 0.00893 0.00866 0.00860
Kittitas . . ............. 0.00173 0.00173 0.00202 0.00237 0.00243 0.00236 0.00237 0.00238
IR - < v ovinni s an 0.00442 0.00442 0.00495 0.00653 0.00617 0.00580 0.00562 0.00517
B . .iivsiiniein . 0.00285 0.00285 0.00269 0.00246 0.00235 0.00225 0.00217 0.00212
NI v s v i KA 0.00433 0.00433 0.00446 0.00533 0.00538 0.00545 0.00550 0.00537
RS << catonnscssne 0.00913 0.60913 0.01056 0.01443 0.01449 0.01381 0.01356 0.01276
Liscola (M) .....cc0... 0.00107 0.00107 0.00103 0.00107 0.00102 0.00097 0.00093 0.00087
Lol W) ...consese 0.00077 0.00077 0.00077 0.00056 0.00055 0.00054 0.00053 0.00056
BRI .. osceiinins 0.00030 0.00030 0.00037 0.00057 0.00058 0.00058 0.00058 0.00056
Lower Valley .......... 0.00297 0.00297 0.00290 0.00321 0.00307 0.00294 0.00284 0.00266
DR § v vr sy 0.00140 0.00140 0.00162 0.00198 0.00200 0.00192 0.00190 0.00186
R B ..oncnccianninn 0.01337 0.01337 0.01485 0.01641 0.01630 0.01541 0.01501 0.01462
BNy . ...-exieseis 0.00033 0.00033 0.00041 0.00086 0.00086 0.00081 0.00080 0.00069
McMinnville ........... 0.00148 0.00148 0.00464 0.00742 0.00816 0.00845 0.00887 0.00900
Midstate .............. 0.00272 0.00272 0.00281 0.00282 0.00296 0.00311 0.00324 0.00336
D e e 0.00031 0.00031 0.00168 0.00183 0.00221 0.00263 0.00190 0.00238
Minidoka . ... .......... 0.00002 0.00002 0.00001 0.00002 0.00001 0.00001 0.00001 0.00001 a
e S 0.00229 0.00229 0.00220 0.00197 0.00187 0.00179 0.00172 0.00168
Monmouth ... .......... 0.00230 0.00230 0.00327 0.00407 0.00489 0.00546 0.00607 0.00679 z
Nespelem ............. 0.00071 0.00071 0.00069 0.00070 0.00067 0.00064 0.00062 0.00059 ?
Northem L. .......... 0.00282 0.00282 0.00275 0.00262 0.00253 0.00245 0.00238 0.00234 A |
Northern Wasco ........ 0.00145 0.00145 0.00165 0.00164 0.00190 0.00210 0.00228 0.00246 Z»
(1) Participant’s Percentages will remain the same as 1986-87 for remaining Contract Years in the term hereof. E



PARTICIPANT'S PERCENTAGE

PARTICIPANT 197980 19m0-81  19KL-82 1982-83 1983-84 R8s 198586 1986-87
Okanogan Elec. ........ 000011 000011 000017 000044 000041 000041  0.00041 0.00038
Okanogan PUD . ....... 000280 000280 000284 000440 000408 000360  0.00327 0.00257
A ] R T U 000309 000309 000324 000348 000348 000347 000349 0.00351
e U 000713 000713 000835 001088 001101 001057 001046 0.01006
Pend Oreille ........... 000087 000087 000087 000074 000069 000062  0.00057 0.00055
Port Angeles .......... 000339 000339 000410 000872 000862 000810  0.00784 0.00665
Praifie ......cooneeeees 000016 000016 000015 000012 000011 000009  0.00008 0 00007
Raft River .......ooeeeen 000169 000169 000183 000255 000249 000244  0.00240 0.00224
Ravalli .......ccoonne 000252 000252 000244 000217 000209 000202 000197 0.00195
Richland .............. 000874 000874 001127 001710 001801 001796 001837 0.01821
Riverside .......ococeen 000016 000016 000015 000012 000010 000009  0.00008 0.00007
R R 000054 000054 000070 000140 000142 000137 000136  0.00123
Rutal .....cooveveeees 000241 000241 000237 000212 000208 000205 000204 0.00208
BRI £k h% i n R A 000483 000483 000530 000490 000535 000577 000612 0.00662
Salmon ......ceeeneeee 000030 000030 000034 000050 000049  0.00049  0.00049 0.00046
B L s 013782 013782 013242  0.11291 009887 009232 008835 008605
SKAMONIS ......ceenee 000191 000191 000231 000337 000345 000335 000335 000321
Snohcmish . ........... 020845 020845 0.19939  0.18996  0.18591  0.19445  0.197i1  0.19584
South Side . .....coocnn- 000047 000047 000043 000041 000038 000036 000034 000032
Springfield ... .......... 700013 000013 000045 000168 000208 000233 000258  0.00275
SUMIES .....cooovveeses 000009 000009 000012 000021 000022 000022 000022  0.00021
Surprise V. .....ooeeens 0.00056 000056 000052 000078 000071 000065 000060  0.00049
Rl e 007356 007356 004655 001912 002684 004477 005078  0.05971
TOMMEE ....covcesessns 000043 000043 000045 000052 000051 000051 000050  0.00050
Tillamook ............. 000414 000414 000519 000862 000929 000954 000990  0.00963
S 000918 000918 000919 0007i1 000789 000863 000913 000997
T CR RIS 000157 000157 000147 000133 000126 000120 000115  0.00112
i S I 000226 000226 000290 000438 000460 000458 000468  0.00464
Vigilante .........coees 000037 000037 000035 000065 000060 000055 000051  0.00042
Wahkiakum ............ 000145 000145 000175 000234 000241 000234 000235 000229
S N SN 000125 000125 000120 000129 000126 000125 000123  0.00116
B iy i v S 000214 000214 000188 000129 000118 000109 000102 000102
West Oregon ........... 000127 000127 000123 000114 000115 000118 000119 000121
WhAtCcom . ...covnveenes 000619 000619 000630 000531 000494 000438 000401  0.00387

(1) Participant’s Percentages will remain the same as 1986-87 or remaining Contract Years in the term hereof.
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1

Description of Project

The Washington Public Power Supply System’s Nuclear Project No. 1 is expected to have a net
electrical plant capability of approximately 1230 MW,

A new pressurized water reactor nuclear steam supply system similar to other reactors now under
construction will 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 sa‘eguard systems,
radwaste system, service systems, containment building and other auxiliary facilities.

Steam will be fed from this new reactor to a new topping turbine and generator with a nameplate
rating of approximately 400 MW housed in an extension of the existing turbine-gererator 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, feedwater pumps, instru-
mentation, control systews, 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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PROVISIONS REQUIRED BY STATUTE OR EXECUTIVE ORDER

1. Contract Work Hours and Safety Standards.

This contract, to the extent that it is of a character specified 1 the Contract Work Hours and Safety
Standards Act (Public Law 87-581, 76 Stat. 357-360, as aended) and is not covered by the Waish-
Healey Public Contracts Act (41 U. S. T. 35-45), 18 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 subcontractor contracting for any past of the contract work which may
require or involve the employment of laborers or mechanics shall require or permit any laborer
otmechuicinmyworkweekinwhichhcisemployedonmhwork.toworkinexceuofeight
houninlnycdandndlyotincmof!onyhouninmyworkweekunlmzuchhbomor
mechnnicmeeivucompennﬁonuamenotleuthanonemdone»hﬂfﬁmuhhbmcuwot
paylorallhounworkzdinexcesofei;htboursinanycalendudnyotinexcesloﬂonybounin
such workweek, whichever is the greater number of overtime hours.

(b) In the event of any violation of the provisious of subsection (a), the Contractor and any
subcontractor responsible for such violaticn shall be liable to any affected employee for his unpaid
wages. In addition, such Contractor o subcontractor shall be liable to the United States for liquidated
damages. Such liquidated damages shall be computed, with respect to each individual aborer or
mechanic employed in violation of the provisions of subsection (a), in the sum of $10 for each
calendar day on which such employee was required or permitted to work in excess of eight hours or
in excess of forty Lours in a workweek without payment of the required overtime wages.

(¢) The Administrator may withhold, or cause to be withheld, from any moneys peyable on
account of work performed by the Contractor or subcontractor, the full amount of wages required
by this contract and such sums as may administratively be determined to be necessary to satisfy
any liabilities of such Contractor or subcontractor for liquidated ...nages as provided in sub-
section (b).

(d) No contractor or subc tractor contracting for any part of the contract work shall require
any laborer or mechanic employed in the performance ~f the contract to work in surrouadings or
under working conditions which are unsanitary, hazardous, or dangerous to his health or safety,
as determined under construction safety and health standards promulgated by the Secretary of
Labor by regulation based on proceedings pursuant to section 553 of title S, United States Code,
provided that such proceedings include a hearing of the nature authorized b said section.

(¢) The Contractor shall require the foregoing subsections (a), (b), (¢), (d) and this sub-
section (e) to be inserted in all subcontracts.

(f) The Contractor shall keep and maintain for a period of three (3) years from the com-
pletion of this contract the information required by 29 CFR § 516.2(a). Such material shall be
made available tor inspection by authorized representatives of the Government, upon their request,
at reasonable times during the normal work day.

2. Convict Labor.
The Coatractor shall not employ any person undergoing sentence of imprisonment at hard labor.

3. Egqual Opportunity.

Unless exempted pursuant to the provisions of Executive Order 11246 of September 24, 1965 and
the rules, regulations #nd relevant orders of the Secretary of Labor thereunder, during the performance
of this contract, the Contractor agrees as follows:
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(a) The Contractor will not discriminate against any employee or applicant for employment
because of race, color, religion, sex, or national origin. The Contractor will take affirmative action
to ensure that applicants are employed, and that employees are treated during employment, without
regard to their race, color, religion, sex, or national origin. Such action shall include, but not be
limited to, the following: employment, upgrading, demotion or transfer; recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of compensation and selection for
training, including apprenticeship. The Contractor agrees to post in conspicuous places, available
to employees and applicants for employmeat, notices to be provided by the Administrator setting
forth the provisions of this equal opportunity clause.

(b) The Contractor will, in all solicitations or advertisements for employees placed by or on
behalf of the Contractor, state that all que'ified 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 representative of workers with which
he has a collective bargaining agreement or other contract or understanding, a notice, to be pro-
vided by the Administrator, advising the labor union or worker's representative of the Contractor’s
commitments under this equal opportunity clause and shall post copies of the notice in conspicuous
places available to employees and appticants for employment.

(d) The Contractor will comply with all provisions of Executive Order No. 11245 of Sep-
tember 24, 1965, and of the rules, regulations, and relevant orders of the Secretary of Labor.

(¢) The Contractor will furnish all information and reports required by Executive Order No.
11246 of September 24, 1965, and by the rules, regulations, and orders of the Secretary of Labor,
or pursuai: thereto, and will permit access to his books, records, and accounts by the Admin-
istrator and the Secretary of Labor for purposes of investigations to asceriain compliance with

such rules, regulations and orders.

(f) In the eveu. of the Contractor’s noncompliance with the equal opportunity clause of this
contract or with any of such rules, regulations, or orders, this contract may be cancelled, terminated,
or suspended in whole or it part and the Contractor may be declared ineligible for further Govern-
ment contracts in accordance witb  ‘ocedures authorized in Executive Order No. 11246 of Septem-
ber 24, 1965, 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 paragraphs (a) through (g) in every sub-
contract or purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor
issued pursuant to Section 204 of Exective Order No. 11246 of September 24, 1965, so that such
provisions will be binding upon each suvcontractor or vendor. The Contractor will take such action
with respect to any subcontract or purchase order as the Administrator may direct as & meaus of
enforcing such provisions including sanctions for noncompliance; provided, however, that in the
event the Contractor becomes involved in, or is threatened with, litigation with a subcontractor or
vendor as a result of such direction by the Administrator, the Contractor may request the United
States to enter into such litigation to protect the interests of the United States.

4. Interest of Member of Congress.

No Member of or Delegate to Congress, or Resident Commissioner shall be admitted to any share
or part of this contract or to any benefit that may arise therefrom. Ncthing, however, herein contained
shall be construed to extend to such contract if made with a corporation for its general benefit.
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This AGREEMENT, executed , 1973, by the UNITED STATES OF AMERICA (Gov-
ernment), Department of the Interior, acting by and through the BONNEVILLE POWER ADMINISTRATOR
(Administrator), and WASHINGTON PusLiCc POWER SUPPLY SysTEM (Supply System), a municipal

corporation of the State of Washington,

WITNESSETH:

WHEREAS Supply System has comstructed the Hanford Project which includes the Generating
Facilities having a generating capability of 860 megawatts which are operated in conjunction with by-
product steam from the New Production Reactor (NPR) of the Atomic Energy Commission (AEC)
on the Hanford Reservation; and

WHEREAS the AEC has notified Supply System of its intention to discontinue dual purpose opera-
tion of the NPR and Supply System, the Administrator and the Participants, being all the parties to the
Hanford Exchange Agreements, have agreed that Supply System shall construct a nuclear steam supply
facility and additional generating facilities which can be used in conjunction with the Generating Facili-
ties; and

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

WHEREAS, the Administrator has determined that acquisition of the Project Capability as herein
provided will assist in attaining the cbjectives of the Bonneville Project Act, and other statutes pertaining
to the disposition of electric power aad energy from Government projects in the Pacific Northwest by
enabling the Government to make optimum 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 herein will enable the Administrator to make available additional firmu
power and energy to meet 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 agreement is one of a serizs of agreements implementing such program; and

WHEREAS Supply System expects to enter into certain contracts for the financing, planning, engineer-
ing, construction and operation of the Project; and

WHEREAS Supply System, the Administrator, and the Participants are parties to Net Billing Agree-
ments under which Supply System sells a portion of Project Capability to the Participants and under which
the Administrator will acquire Project Capability from the Participants; and

WHEREAS Supply System, the Administrator, and each of The Montana Power Company, Pacific
Power & Light Company, Portland General Electric Company, Puget Sound Power & Light Company,
and The Washington Water Power Company are parties to Project Exchange Agreements under which
Supply System sells a portion of Project Capability to such companies and the companies exchange
such Project Capability with the Administrator for electric power and energy from the Federal Columbia
River Power System; 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 electric power and energy and to enter into contracts
with the Adminmistrator and public and private organizations for the disposition and distribution of
electric energy preduced thereby, and

WHEREAS the Administrator is authorized pursuant to law to dispose of electric powsr and energy
generated at various federal hydroelectric projects in the Pacific Northwest and to enter into related
agreements;
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Now, THEREFORE, the parties do hereby mutually agree as follows:
1. Definition and Explanation of Terms.

(a) “Annual Budget” means the budget adopted 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 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 cbiigations under Supply System’s Resolution No. 178
and the Bond Resolution and (2) accruals and amortizations, resulting from the ownership,
operation (including cost of fuel), and maintenance of the Project and repairs, renewals, replace-
meats, and additions to the Project, including, but not limited to, the amounts which Suppl; System
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 iaclude the source of
funds proposed to be used; provided, however, that the Annual Budget for any portion of a Contract
Year prior to the Date of Commercial Operation or September 1, 1980, whichever occurs first,
shell include only such amounts as may be agreed upon by Supply System and the Administrator.

(b) “Bonds” means any bond, bonds, 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, acquinng and constructing the Project pursuant
to the Bond Resolution and (2) for any other purpose related to the Project authorized thereby.

(c) “Bond Resolution” means the resolution or resolutions adopted or supplemented by Supply
System, as the same may be amended or supplemented, t0 authorize the Bonds.

(d) “Construction Budget” means the budget adopted by Supply System which sets 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 coastruction.

(e) “Contract Year” (1) means the period commencing on the Date of Commercial Opera-
tion, or on January 1, 1980, whichever occurs first, and ending at 12 p.m. on the following June 30,
and (2) thereafter means the 12-month period commencing each year at 12 p.m. on June 30, except
that the last Contract Year shall end on the date of termination of this agreement.

(f) “Date of Commercial Operation” means the date fixed by the parties as the point in time

when the project is ready to be operated on a commercial dasis pursuant to schedules agreed
to by the Administrator and Supply System.

(g) “Generating Facilities” means the Hanford Project power house with two tuibwie gen-

erator units with a combined nameplate rating of 860 megawatis, related auxiliary equipment,
transformation and transmission facilities.

(h) “Hanford Exchange Agreements” means 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 purchase of Project
Output from the Hanford Project by the Participants and the exchange of such Project Output with
the Administrator for firm power and energy

(i) “Hanford Project” means the works, plants and facilities constructed by the 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 the agreements for the Project entered into by Supply
System, the Administrator and each of the Partcipants (designated as Contracts No. 14-03-39217
through 14-03-39320, inclusive ).
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(k) “Participants” means those entities which are specified in Exhibit A of the Net Billing
Agreements, or which become assignees of all or part of any Participant’s Share pursuant to the
Net Billing Agreements.

(1) “Project” means the nuclear generating plant and related properties as described in Exhibit
A. Exhibit A may be revised from time to time by mutual agreement of the 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 amouat sufficient to pay the costs of acquiring and constructing the Project.

(m) “Project Capability” means the actual electrical generating capab.iity, if any, of the
Project at any particular time (including times when the Project is not operat 'z or operating or the
operation thereof is suspended, interrupted, interfered with, reduced or curtailed, in each case in
whole or in part), less Project staiion use and losses.

(n) “Project Consultant” means ‘.n individual or firm, of national reputation having demon-
strated expcrtise in the field of the m2.ter or item referred to it, appointed among other things, for
the resolution of a difference regarding a matter or item referred by Supply System. A different
Project Consultant may be appointed for each matter or item referred.

(o) “Project Exchange Agreements” means the agreements entered into by Supply System,
the Administrator and each 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 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 the electrical
uvtility industry prior thereto) known at the time the decision was made, would have been expected to
accomplish the desired result at the lowest reascnable cost consistent with reliability, saftey and
expedition. Prudent Utility Practice shall apply not only to functional parts of the Project but also to
appropriate structures, landscaping, painting, signs, lighting, other facilities and public relations
programs reasonably designed to promote public enjoyment, understanding and acceptance of the
Project. Prudent Utility Practice is not intended to 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 Uutlity Practice, the parties and any Project
Consultant shall take into account (1) the fact that Supply System is a municipal corporation and
operating agency under the laws of the State of Washington with the statutory duties and responsi-
bilities thereof and (2) the objective to integrate the entire Project Capability with the generating
resources of the Federal Columbia River Power System to achieve optimum utilization of the re-

sources of that system taken as a whole, and to achieve efficient and economical operation of that
system.

2. Exhibits. Exhibits A and B are by this reference incorporated herein and made a part of this
agreement. Supply System shall be the Contractor as that term is used in Exhibit B.

3. Term of Agreement. This agreement shall be effective upon execution and delivery and shall
terminate when the Project terminates as provided in section 15.

4. Design, Licensing and Construction of the Project.

(a) Supply System shall perform its duties and exercise its rights under this agreement in
accordance with Prudent Utility Practice

(b) Supply System shall seek and use its best efforts to obtain all licenses, permits and other

rights and regulatory approvals necessary for the ownership, construction, and operation of the
Project.
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(c) Supply System shall complete all appropriate planning and engineering studies and con-
struct 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 near as may be, September 1, 1980.

(d) Supply System shall keep the Administrator informed of all matters Supply System deems
significant with respect to planning, engineering studies and construction of the Project, where
practicable in time for the Administrator to comment thereon before decisions are made. Upon
request by the Administrator, Supply System shall furnish or make available to the Administrator
with reasonable promptness, and at reasonable times, copies of proposed plans, specifications, invi-
tations for bids and contracts and all certificates delivered to Supply System by any engineer or
architect in connection with such construction, and all bids, papers, records and accounts relating
to construction or operation of the Project.

(e¢) Supply System shall award separate contracts for readily separable parts of the work to
the extent consistent with construction of the Project at the least overall cost and the high quality
required. Construction contracts may be lump sum or unit price, and may also contain incentive
and liquidated damages clauses. Supply System shall advertise for bids among qualified contractors
and award the contract after appropriate evaluation and review to the lowest responsible bidder, or
reject all bids. All bids, bid evaluations, and proposed contract awards for amounts in excess of
$500,000 shall be submitted to the Administrator prior to contract award. If the Administrator
disapproves the proposed award, the matter will be referred to the Project Consultant as provided
in section 10.

(f) The Administrator may, at his option and at Government expense, maintain a representa-
tive at the Project site during the construction of the Project. Such representative shail have no
authority regarding adminisiration 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-engineer 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 generating unit of the Project, upon reasonable
notice to Supply System of his intention to do so, given prior to the commencement of such test
operation. If the Administrator does not exercise such right, he shall accept delivery into the
Federal Columbia Rive Power Syst 1 and, upon reasonable terms and conditions, shall deliver
any such energy not purchased by him to Supply System or its assignee at mutually agreed points

5. Financing of the Project.

(a) Supply System shall, in good faith and with due diligence, use its best efforts (0 issue and
sell Bonds to finance the costs of the Project and the completion thereof, as such costs are defined
in the Bond Resolution and, subject to the provisions of section 11(c), to finance the costs of any
capital additions, renewals, repaire, replacements, or modifications to the Project; provided, however,
that in each such case such Bonds may then be legally issued and sold.

Supply System may, after submitting its financing proposal to the Administrator, or shall,
whenever requested by the Administrator, adopt proceedings to authorize the issuance and sale of
additional Bonds to refund outstanding Bonds prior to maturity in accordance with the Bond
Resolution; provided, however, that if in the judgment of Supply System or the Admunistrator no
substantial benefits or economies will be achieved by such refunding the marter shall be referred
to the Project Consultant as provided in section 10.

(b) Notwithstanding any other provisions of this agreement, the Bond Resolution shall be
subject to the approval of the Administrator.
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6. Budget and Accounting Procedures.

(a) Construction Budget. The Administrator has heretofore reviewed Supply System’s Con-
struction Budget in connection with the Project. By October 1 of each year until completion of
construction of the Project Supply System shall prepare and submit to the Administrator an updated
Construction Budget describing the items of construction and the estimated amounts to be experded
therefor in each quarter from the succeeding January 1 to estimated date of Project completion.
Supply System shall submit revised Construction Budgets to the Administrator from time to time
to reflect substantial changes in comstruction schedules, plans, specifications, or costs. Updated
Construction Budgets for the succeeding calendar year ar - revised Construction Budgets for the
current calendar year shall become effective unless disapproved by the Administrator within 30
days, and seven days, respectively, a‘ter 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 each such report.

(b) Annual Budget. At least 90 days prior to the expected Date of Commercial Operation,
Supply System shall submit to the Administrator a proposed Annual Budget for the period from
the expected Datc of Commercial Operation to the next suceceding July 1, and if the Date of Com-
mercial Operation occurs subsequent to April 1 in a calendar year, a similar Annual Budget for
the next succeeding Contract Year. Thereafter, on or before April 1 of each year Supply System
shall submit to the Administrator 2 similar Annual Budget for the next succeeding Contract Year,
which budget shall take into account the cumulative differcnce between total moneys received and
expenditures for the prior Contract Year and provide for adjustment, 2s necessary, of the appropriate
working cash fund.

All taxes imposed and required by law to be paid, and which are due and payable in a Contract
Year, shall be included in the Annual Budget for that Contract Year as a Project Cost. To the
extent Supply System is permitted by law to negotiate for payments in lieu of taxes or other
negotiated payments to state or local taxing entities, the Annual Budget shall also include the
amounts of such negotiated payments; provided, however, that Supply System shall not agree to
such negotiated payment if in any Contract Year the 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 io such taxing entities if the
Project or portion thereof, within the boundaries of each such taxing entity, were subject to ad
valorem taxes and its valuation for tax purposes were added to the valuation of the property subject
to ad valorem taxes by such taxing entity, but with its millage rate reduced so that the amount of
ad valorem taxes raised would be unchanged.

Notwithstanding any other provision of this agreement, costs incurred by Supply System in
an emergency or to protect the safety of the Project or the public shall be added to the Annual
Budget as incurred. Promptly after any such occurrence, and prior to expenditures of any other
funds not contemplated in the effective Annual Budget, Supplw System shall submit a revised
Annual Budget to the Administrator.

The Annual Budget and revised Annual Budget shall become effective unless {1 .pproved by
the Administrator within 30 days and seven days, respectively, after submittal. Any item dis-
approved shall be referred to the Project Consultant as provided in section 10.

(¢) Accounting. Supply System shall keep up-to-date books and records showing all financial
transactions and other arrangements made in carrying out the terms of this agreement. Such books
and records shall contain information supporting the allocation of Supply System’s indirect costs
associated with the Project, and the method of allocating or prorating costs or expenses as between
the Project and other activities in which Supply System may have an interest shall be based upon
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Prudent Utility Practice. Such books and records shall be retained by Suppl; System for three
years and shall be made available for inspection and audit by the Administ.ator at any reasonable
time.

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

Any contract with any consultant or contractor of Supply System providing for reimbursement
of costs or expenses of any kind shall require the keeping and naintenance of books, records,
documents, and other evidence pertaining to the costs and expenses incuired or claimed under such
contract to the extent and in such detail as will properly reflect all costs related to this agreement
and shall require such books, records, documents and evidence to be made available to the Adminis-
trator at all reasonable times for review and audit for a period of three years after final settlement
of the applicable contracts.

(d) All moneys received on account of the Proiect which are surplus to a current year’s oper-
ating and capital expenses and Bond Resolution requirements shall be invested by Supply System
in accordance with the Bond Resolution until such surplus moneys can be appropriately applied
in a future Contract Year.

7. Operation and Maintenance of the Project.

(a) Supply System shall operate and nuaintain the Project in accordance with Prudent Utility
Practice, so as to meet the requirements of the Atomic Energy Commission, and other government
agencies having jurisdiction and the applicable requirements of bond resolutions.

(b) During any hour in which the Project does not generate power for station use and losses
to the high voltage terminals of the Project substation, the Administrator shall furnish such power,
except for amounts others are obligated to supply under the Project Exchange Agreements and Net
Billing Agreements to the Supply System at the point of delivery specified in section 11 of the Net
Billing Agreements; provided, however, that deliveries of such power may be interrupted or reduced
in the case of system emergencies, or in order to make repairs, replacements or necessary additions

to or perform maintenance on that portion of the Federal Columbia River Power System necessary
to provide such power.

8. Fuel.

a) At least 60 days prior to the anticipated date of award of the initial fuel contracts, Supply
Syste. « shall submit the proposed provisions of such contracts to the Administrator. Within 180
days after the date of award of such contracts, and annually thereafter until the Date of Commercial
Operation, Supply System shall prepare and submit a fuel management plan (Plan) to the Admin-
istrator. Each year after the Date of Commercial Operation, the Plan shall be submitted at the
same time the Annual Budget is submitted pursuant to section 6(b). Supply System shall amend

the Plan as reasonably required to refiect changes in conditions unforeseen at the time the Plan
was prepared.

Supply System shall consult with the Administrator in the preparation of the initial and each
subsequent Plan. The Administrator shall furnish Supply System all necessary forecasts of the
generation requirements of the Project. Such forecasts shall indicate the manner in which the
Project is to be operated to integrate and coordinate the Project with hydroelectric and other thermal

resources available to the Administrator. Supply System shall rely upon such forecasts in preparing
the Plan.

The Plan shall cover a period of at least the next succeeding ten years. It shall include a cash
flow analysis of forecasted expenditures and credits for each major component of the fuel cycle, by
years, for the entire period, and cash flow by months, for the first five years of the period. The
Plan shall also include, but shall not be limited to, forecasts of the dates and details of fueling out-
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ages, contracts for each component of the fuel cycle, shipments and any licenses or permits required
thercfor and any other pertinent actions.

Each Plan, (including the provisions of the initial fuel contracts,) any changes therein, and
costs relating thereto shall become effective unless disapproved by the Administrator within 30 days
after submitral; provided, however, that whenever 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 pro-ided in section 10.

(b) At the time of each fueling, Supply System shall prepare in consultation with the Adminis-
trator and furnish to the Administrator its best estimate of the kilowatt-hours of net energy available
from the Project to the next scheduled fueling date an” the estimated fixed and variable unit cost
per net kilowatt-hour and furnish 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 necessary.

9. Permits. Subject to any regulations of the Atomic Energy Commission pertaining to the Project,
if by the terms of this agreement any equipment cr facility of either party is, or is to be, located on the
property of the other, a permit to install, test. maintain, inspect, replace, and repair during the term of
this agreement and to remove at the expiration of said term such equipment and facility. together with
the right of ingress to and egress from the location thereof at all reasonable times in such term, is hereby
granted by the other party.

10. Administrator’s Approval and Project Consultant.

(a) All proposals of Supply System, including but not limited to, budgets, plans, actions,
activities, or matters submitted to the Administrator under any provisions of this agreement shall
include itemized cost estimates and other detail sufficient to support a comprehensive review, includ-
ing but not limited to, a copy of all supporting reports, analyses, recommendations, or other docu-
ments pertaining thereto. If the Administrator does not disapprove the proposal within the time
specified, or if no time is specified, within seven days after receipt, the proposal shall be deemed
approved. Any proposal disapproved shall be segregated so that exact items of difference are identi-
fied and shall become effective immediately as to items not disaporoved.

(b) Except as provided in sections 4(g), 5(b), 11(b), and the third paragraph 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 receipt of such disapproval, shall
appoint a Project Consultant acceptable to the Administrator to review the proposal or item in the
manner described in this section. If the parties shall not agree upon the selection of the Project
Consultant, Supply System shall promptly request the Ciuef Judge of the United States District
Court for the Western District of Washington to appoint the Project Consultant.

(¢) The Project Consultant shall consider all written arguments and factual materials which
have been submitted to it by either party within the ten days following its appointment, and as
promptly as possible after the expiration of such period, make a written determination as to whether
the proposal or item disapproved by the Administrator referred to it by Supply System would or
would not have been consi<tent with Prudent Utility Practice. If 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, recommend what would, under the same circumstances, have met such test.
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shall become immediately effective. Proposals or items found bv the Project Consultant to be incon-
sistent with Prudent Utility Practice shall be modified to conform to the recommendation of the
Project Consuitant or as the parties otherwise agree and shall become effective as and when modified.

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

(e) 1f any proposal or item referred to the Project Consuitant has not been resolved and will
affect the continuous operation of the Project, Supply System shall continue to operate the Project.
Supply System may proceed with the item, (1) as proposed by it, or (2) as proposed by the
Administrator, or (3) as modified by mutual agreement by Supply System and the Administrator
prior to the ume such item affects operation of the Project; provided, however, that if Supply System
proeeedswiththeitmuptopOﬁdbyitmdMitemhdﬂzminedbytheProjcctComnlumto
be inconsistent with Prudent Utility Practice, Supply Systsm shall bear any net increase in the cost
of construction or operation of the Project resuiting from such item without charge to the Project
to the extent such item was inconsistent with what the Project Consultant determined would under
such circumstances have met such test. Notwithstanding other provisions of this section 10(e),
whenever a proposal has beea referred to the Project Consultant, Supply System shall operate in
accordance with Supply System's proposals unul such proposal has been resolved by the Project
Consultant, whenever Supply System determines that the Administrator’s proposals would create
an immediate danger to the safe operation of the Project.

(f) The Administrator’s approval or failure to disapprove any plan, proposal or i'em pursuant
to the terms of this agreement shall not render the Government, its officers, agents, cr employees,
liable or responsiole 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 therefor.

11. Replacements, Repairs and Capital Additions.

(a) After the Date of Commercial Operation Supply System shall submit its plar, including
but not limited to a financing plan, and budget of expenditures to the Administrator for each replace-
ment, repair, or betterment relating thereto, or capital addition required by governmental agencies,
each as related to the Project and having a cost, as estimated by Supply System, in excess of
$3,000,000; provided, however, that if the estimated cost of any such replacement, repair, or better-
ment relating thereto, or capital addition required by governmental agencies, exceeds 20 percent of the
then depreciated value of the Project, the Administrator may direct that Supply System end the
Project in accordance with section 15. If the parties cannot agree upon such estimated costs, such
estimated costs shall be referred to and determined by the Project Consultant. If the Administrator
does no* so direct within 90 days from the date such estimated cost has been so agreed upon or
determined, Supply System shall proceed with its nlan and budget of expenditures for such replace-
ment, repair, or betterment relating thereto, or capital addition required by such governmental
agency. Each such plan and budget or updated or revised budget relating thereto shall be submicted
to the Administrator and shall become effective at the time and in the manner provided in sec-
tion 6(a).

(b) Notwithstanding any other provisions of this agreement, Supply System shall not expend
or obligate, without prior approval of the Administrator, moneys exceeding $50,000 in any Con-
tract Year for capital additions to the Project unless such capital additions are required by
governmental agencies.

(¢) If in any Contract Year the amounts in the Annual Budget for renewals, repairs, replace-
ments, and betterments and for capital additions necessary to achieve design capability or required
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by governmental agencies (Amounts for Extraordinary Costs), whether or not such amounts are
costs of operation or costs of construction, exceed the amount of reesrves, if any, maintained for
such purpose pursuant to the Bond Resolution plus the proceeds of insurance, if any, available by
reason of loss or damage to the Project, by the lessor 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 Year to the Participants pursuant
to section 7(a) of the Net Billing Agreements and the amounts of such reserves and insurance
proceeds, if any, exceeds the Annual Budget for such Contract Year exclusive of Amounts
for Extraordinary Costs,

Supply System shall, in good faith, use its best efforts to issue and sell Bonds to pay such excess
in accordance with section 5(a).

12. Insurance.

(a) Svoply System shall maintain in force, for the benefit of the Project, the Administrator,
Supply System, and the Participants as their respectivs interests shall appear, as a Project expense,
such insurance as will satisfy the requirements of the Bond Resolution, the Atomic Energy Act
of 1954 as amended, other insurance required by applicable statutes, and such other insurance
as the parties agree. Subject to sectior 11 any proceeds of such insurance received by the Supply
System for loss or damage to the Project shall be used to repair the Project. Supply System shall not,
without the consent of the Administrator and the Participants' Review Board as established pursu-
ant to section 17 of the Net Billing Agreements, cause the insurance on the Project to be extended
to any additional units or generating projects or to lapse to permit 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 \ne Administrator’s expense. The proceeds from
such requested insurance shall be disbursed as directed by the Administrator.

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 render the Govern-
ment, its officers, agents, or employees, liable or responsible for any injury, loss, damage, or accident
resulting from defect in the Project.

14. Training. Supply System shall carry out a familiarization and training program to maintain
adequate staff for the Project and the expeuses thereof shall be part of the direct or indirect costs of
construction or costs of operation as appropriate.

15. End of the Project. The Project shall terminate and Supply System shall cause the Project to
be salvaged, discontinued, decommissioned, and disposed of or sold in whole or in part to the highest
bidder(s) or disposed of in such other manner as the parties may agree when

(a) Supply System determines it is unable to construct, operate, or proceed as owner of the
Project due to licensing, financing, or operating conditions or other causes which are beyond its
control.

(b) the parties determine the Project is not capable of producing energy consistent with
Prudent Utility Practice or, if the parties disagree, the Project Consultant so determines, or

(¢) the Administrator directs end of Project as provided in section 11(a).

The date of termination shall be the earliest of the date of the determination under subsections (a) or
(b) above or the date of direction under subsection (¢) above.
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16. Assignment of Agreement. This agreement shall inure to the benefit of, and shall be binding
upon, the respective succe:sors and assigns of the parties to this agreement; provided, however, that
neither this agreement, nor any interest therein shall be transferred or assigned by (a) Supply System to
ary entity other than the United States or an agency thereof, without written consent of the Administra-
tor, or (b) the Administrator to any party other than the United States, or an agency thereof, without
written consent of Supply System.

17. Applicability of Other Instruments. It is recognized by the parties hereto that Supply System
in the ownership, construction and operation of the Proiect must comply with the requirements of the
Bond Resolution and all licenses, permits and regulatory approvals necessary for such ownership,
construction and operation, and it is, therefore, agreed that this agreement is made, and referrals to the
Project Consultant hereunder shall be, subject to the terms and provisions of the Bond Resolution
and all such licenses, permits, and regulatory approvals.

IN WITNESS WHEREOF, the parties hereto have executed this agreement in several counterparts.

UNITED STATES OF AMERICA
Deparimeni of the Interior

By

Bonneville Power Administrator

WASHINGTON PuBLIC POWER SUPPLY SYSTEM

(SeaL) By e
Title ..

ATTEST:

By ..
Title




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 1230 MW.

A new pressurized water reactor nuclear steam supply system similar to other reactors now under
construction will 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 systems,
radwaste system, service systems, containment building and other auxiliary facilities.

Steam will be fed from this new reactor to a new topping turbine and generator with a nameplate
rating of approximately 400 MW housed in an extension of the existing turbine-generator building of the
Generating Facilities. New piping will transmit low pressurc exhau:t 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, addi-
tions and alteration to the condensers, cooling system, feedwater heaters, feedwater pumps, instrumenta-
tion, control systems, auxiliary startup power facilities and other components of the Generating Facilities
will be made as shall be required to operate the topping turbire and to utilize exhaust steam from the
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PROVISIONS REQUIRED BY STATUTE OR EXECUTIVE ORDER

1. Contract Work Hours 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 87-581, 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 subcontractor contracting for any part of the contract work which may
require or involve the employment of laborers or mechanics shall require or permit any laborer or
mechanic in any workweek in which he is employed on such work, to work in excess of eight hours in
any calendar day or in cxcess of forty hours in any workweek unless such laborer or mechanic receives
compensation at a rate not less than one and one-half times Lis basic rate of pay for all hours worked
in excess of eight hours in any calendar day or in excess of torty hours in such workweek, whichever
is the greater number of overtime hours.

(b) In the event of any violation of the provisions of subsection (a), the Contractor and any
subcontractor responsible for such violation shall be liable to any affected employee for his unpaid
wages. In addition, such Contractor or subcontractor shall be liable to the United States for liqui-
dated damages. Such liquidated damages shall be computed, with respect to each individual laborer
or mechanic employed in violation of the provisions of subsection (a), in the sum of $10 for cach
calendar day on which such employee was required or permitted to work in excess of eight hours
or in excess of forty hours in a workweek without payment of the required overtime wages.

(¢) The Administrator may withhold, or cause to be withheld, from any moneys payable on
account of work performed by the Contractor or subcontractor, the full amount of wages required
by this contract and such sums as may administratively be determined to be necessary to satisfy any
liabilities of such Contractor or subcontractor for liquidated damages as provided in subsection (b).

(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 surroundings or
under working conditions which are unsanitary, hazardous, or dangerous to his heaith or safety, as
determined under construction safety and health standards promulgated by the Secretary of Labor
by regulation based on proceedings pursuant to section 553 of title 5, United States Code, provided
that such proceedings include a hearing of the nature authorized by said section.

(e) The Contractor shall require the foregoing subsections (a), (b), (¢), (d) and this sub-
section (e) to be inserted in all subcontracts.

(f) The Contractor shall keep and maintain for a period of three (3) years from the comple-
tion of this contract the information required by 29 CFR §516.2(a). Such material shall be made
available for inspection by authorized representatives of the Government, upon their request, at
reasonable times during the normal work day.

2. Convict Labor. The Contractor shall not employ any person undergoing sentence of imprison-
ment at hard labor.

3. Equal Opportunity. Unless exempted pursuant to the provisions of Executive Order 11246 of
September 24, 1965 and the rules, regulations and relevant orders of the Secretary of Labor thereunder,
during the performance of this contract, the Contractor agrees as follows:

(a) The Contractor will not discriminate against any employee or applicant for employment
because of race, color, religion, sex, or national origin. The Contractor will take affirmative action
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to ensure that applicants are employed, and that employees are treated during employment, without
regard to their race, color, religion, sex, or national origin. Such action shall include, but not be
limited to, the following: employment, upgrading, demotion or transfer; recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of compensation and selection for
training, including apprenticeship. The Contractor agrees to post in conspicuous places, available
to employees and applicants for employment, notices to be provided by the Administrator setting
forth the provisions of this equal oppot tunity clause.

(b) The Contractor will, in all solicitations or advertisements for employees placed by or on
behalf of the Contractor, 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 representative of workers with which he
has a collective bargaining agreement or other contract or understanding, 2 notice, to be provided
by the Administrator, advising the labor union or worker’s representative of the Contractor’s com-
mitments 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 Septem-
ber 24, 1965, and of the rules, regulations, and relevant orders of the Secretary of Labor.

(e) The Contractor will furnish all information and reports required by Executive Order
No. 11246 of Sep.smber 24, 1965, and by the rules, regulations, and orders of the Secretary of
Labor, 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 rules, regulations, or orders, this contract may be cancelled, terminated,
or suspended in whole or in part and the Contractor may be declared ineligible for further Govern-
ment contracts in accordance with procedures authorized in Executive Order No. 11246 of Septem-
ber 24, 1965, 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 ctherwise provided by law.

(g) The Contractor will include the provisions of paragraphs (a) through (g) in every
subcontract or purchase order unless exempted by rules, regulations, or orders of the Secretary of
Labor issued pursuant to Section 204 of Executive Order No. 11246 of September 24, 1965, so
that such provisions will be binding upon each subcontractor or vendor. The Contractor will take
such action with respect to any subcontract or purchase order as the Administrator may direct as a
means of enforcing such provisions includiog sanctions for noncompliance; provided, however, that
in the event the Contractor becomes involved in, or is threatened with, litigation with a subcontractor
or vendor as a result of such direction by the Administrator, the Contractor may request the United
States to enter into such litigation to protect the interests of the United States.

4. Interest of Member of Congress. No Member of or Delegate to Congress, or Resident Commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom.
Nothing, however, herein contained shall be construed to extend to such contract if made with a corpora-
tion for its general benefit.




EXHIBIT V
WOOD DAWSON LOVE & SABATINE TILEPHONE 212 422 0480
ATTORNEYS AND COUNSELLORS AT LAW BATLE: SRS e

OAVIO m WOOD 88k 1880

JOMN 8 DAWSON

LEROY LOVE

LED £ SABATINE

BREND AN OBRIEN 48 WALL STREET

CLOWARD MeCORMICH

SAmMUEL -‘-:unnu NEW YORK N ¥ 10005
JEREMIAN 4 SP . RES

Board of Directors

WASHINGTON PusLiC POWER SUPPLY SYSTEM
395 Fifth Avenue
Richland, Washington

DEAR SIRS:

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1| REVENUE NOTES, SERIES 1973,
$25,000,000

At your request we have examined into the validity of an issue of €25,000,000 Washington Public
Power Supply System Nuclear Project No. 1 Revenue Notes, Series 1973, of Washington Public Power
Supply System (the “System”), a municipal corporation of the State of Washington. Said notes are
issuable in coupon form, are dated February 15, 1973, mature without optioa of prior redemption on
December 15, 1975, are of the denomination of $ each, numbered 1 to , inclusive,
and bear interest at the rate of per centum per annum, payable semi-annually June 15 and
December 15. Said notes recite that they are issued under and pursuant to Resolution No. ;
adopted by the Board of Directors of the System on the th day of February, 1973 (the “Note
Resolution” ), and under the authority of and in full compliance with the Constitution and statutes of the
State of Washington, including Titles 43 and 54 of the Revised Code of Washington, and proceedings
of the Board of Directors of the System duly adopted, for the purpose of paying a part of the cost of
acquiring and constructing the Project (as such Project is defined in the Note Resolution).

We have examined the Constitution and statutes of the State of Washington, and certified copies of
proceedings of the Board of Directors of the System authorizing the issuance of said notes, inciuding the
Note Resolution, and other proofs relating to the issuance of said notes, also an executed note of said issue.

In our opinion the Note Resolution has been duly adopted, the provisions thereof are valid and
binding upon the System and said notes have been duly authorized and issued in accordance with the
Constitution and statutes of the State of Washington, and constitute valid and legally binding obligations
of the System, payable from any moneys of the System that may be lawfully applied to the payment
thereof, including revenues of the Project, as the Project is defined in the Note Resolution, and the
proceeds of revenue bonds or refunding notes of the System.

It is als» our opinion that the interest on said notes is exempt from taxation by the United States of
America under existing laws and regulations and a specific ruling issued by the Internal Revenue Service
with respect to the notes.

Very truly yours,
Woop Dawson LOVE & SABATINE
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WOOD DAWSON LOVE & SABATINE TELEPHONE 212 422-0480
ATTORNEYS AND COUNSELLORS AT LAW ABLE A0ORENY: westAw

DAVID . WOOD n8es2 1080
JOMN B DAWSON

LEROY LOVE

LED £ S BATINE
SRENDAN OBRIEN

. 48 WALL STREET
EOWARD J MecCORMIER
BAMUEL | NMELLMAN NEW YORK N Y 1000S

JEREMIAM J BFinES

Board of Directors
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
395 Fifth Avenue
Richland, Washington

DEAR SIRS:

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1 REVENUE NOTES, SERIES 1973,
$25,000,000

Under date of » 1973, we rendered an opinion approving the validity of the above
uotes (the “Notes” issued pursuant 1o a resolution adopted by the Board of Directors of the Washington
Public Power Supply System (the “System™) on » 1973 (the “Note Resolution™).

We have examined into the validity of the Project Agreement (Contract No. 14-03-39211 ), dated

» 1973, between the United States of America, Departmeut of the Interior, acting by and

through tt apeville Power Administrator, and Washington Public Power Supply System, referred to

on page of the Official Statement of the System, dated , 1973, relating to the Notes. With

respect to the authorization, execution and delivery of said agreement, we have examined certified copies

of proceedings of the Board of Directors of the System authorizing the execution and delivery of said

agreement, and such other documents, proceedings and matters relating to the authorization, execution

and delivery of said agreement by each of the parties thereto as we deemed relevant. In our opinion, said

agreement has been duly authorized, executed and delivered by each of the parties thereto and constitutes
a valid and binding agreement enforceable in accordance with its terms.

We have also examined into the validity of of the Net Billing Agreements, referred
to on page of said Official Statement, among the United States of America, Department of the
Inrerior, acting by and through the Bonneville Power Administrator, the System, and certain of the
Participants referred to in Exhibit I of said Official Statement, which agreements provide
for the purchase and assignment of an aggregate of not less than % of the capability of the Project,
as such Project is defined in the Note Resolution, in any Contract Year (as defined in the Net Billing
Agreements) during the period ending June 30, 1986, % of said capability in the period beginning
July 1, 1986 to and including June 30, 1996, and % of said capability in each twelve month period
thereafter. With respect to the authorization, execution and delivery of said Net Billing
Agreements, we have examined certified copies of proceedings of the System and of the Participants which
are parties thereto, authorizing the execution and delivery of said Net Billing Agreements,
and such other documents, proceedings and matters relating to the authorization, execution and delivery
of said Net Billing Agreements by each of the parties thereto as we deemed relevant.
In our opinion, each of said Net Billing Agreements has been duly authorized, executed
and delivered by each of the parties thereto and constitutes a valid and binding agreement, enforceable
in accordance with its terms.
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We have also examined into the validity of the five Exchange Agreements referred tc on page
of said Official Statement, among the United States of America, Department of the Interior, acting by
and through the Bonneville Power Administrator, the System and each of The Montana Power Company,
Pacific Power & Light Company, Portland General Electric Company, Puget Sound Power & Light
Company and The Washington Water Power Company, which five agreements provide for the purchase
by said Companies and exchange of an aggregate of 32.470% of the capability of the Project during
the period beginning July 1, 1980, and ending on June 30, 1996. With respect to the authorization,
execution and delivery of said Exchange Agreements, we have examined certified copies of proceedings
of the System and of the Companies which are parties thereto, authorizing the execution and delivery
of said Exchange Agreements, and such other documents, proceedings and matters relating to the
authorization, execution and delivery of said Exchange Agreements by each of the parties thereto as
we deemed relevant. In our opinion, each of said Exchange Agreements has been duly authorized,

executed and delivered by each of the parties thereto and constitutes a valid and binding agreement,
enforceable in accordance with its terms.

In rendering this opinion, we have relied upon the opinion of counsel for each of the Participants and
aforesaid Companies that the Net Billing Agreement or Exchange Agreement to which such Participant
or Company is a party has been duly executed and delivered by said Participant or Company and is not
in conflict with, or in violatio~ of, and will not be a breach of, or constitute a default under, the terms
and conditions of any other agreement or commitment by which such Participant or Company is bouad.

Very truly yours,

Woop DawsoN LOVE & SABATINE




EXHIBIT VI
LAW OFFICES OF

ROLLA V. HOUOGHTON I970

JASK W CLUCK g HOUGHTON, CLUCK, COUGHLIN & RILEY

mm:“?v::.‘:“ 320 CENTRAL BUILDING TELEPHMONE
EMIL B SCHUBAT 623-650!
BAVID BRELLENGER SEATTLE WASHINOTON 98104

BERTRAM L METIOER U

JOEL HAGOARD
WILLIAM N MATHIAS. In

Board of Directors
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
395 Fifth Avenue
Richland, Washington

DEAR SIRS:

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1 REVENUE NOTES, SERIES 1973,
$25,000,000
At your request we have examined into the validity of an issue of $25,000,000 Washington Public
Power Supply System Nuclear Project No. 1 Revenue Notes, Series 1973, of Washington Public Power

Supply System (the “System"), a municipal corporation of the State of Washington. Said notes are
issuable in coupon form, are dated February 15, 1973, mature without option of prior redemption

December 15, 1975, are of the denomination of $ each, numbered 1 to , inclusive, and bear
interest at the rate of per centum per annum. payable semi-annually June 15 and December
15. Said notes recite that they are issued undei and pursuant to Resolution No. , adopted by the

Board of Directors of the System on the  day of February, 1973 (the “Note Resolution”), and under
the authority of and in full compliance with the Constitution and statutes of the State of Washington,
including Titles 43 and 54 of the Revised Code of Washington, and proceedings of the Board of
Directors of the System duly adopted, for the purpose of paying a part of the cost of acquiring and
coustructing the Project (as such Project is defined in the Note Resoiution).

We have examined the Constitution and statutes of the State of Washington, and certified copies of
proceeding. of the Board of Directors of the System authorizing the issuance of said notes, including the
Note Resolution, and other proofs relating to the issuance of said notes, also an executed note of said issue.

In our opinion the Note Resolution has been duly adopted, the provisions thereof are valid and
binding upon the System and said notes have been duly authorized and issued in accordance with the
Constitution and statutes of the State of Washington, and constitute valid and legally binding obligations
of the System, payable from any moneys of the System that may be lawfully applied to the payment
thereof, including revenues of the Project, as the Project is defined in the Note Resolution, and the proceeds
of revenue bonds or refunding notes of the System.

It is also our opinion that the interest on said notes is exempt from taxation by the United States of
America under existing laws and regulations and a specific ruling issued by the Internal Revenue Service
with respect to the notes.

Very truly yours,
HoucHToN, CLuck, COUGHLIN & RILEY
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LAW OFFICES OF

e w HOUGHTON, CLUCK, COUGHLIN & RILEY
:;:t;‘e:u:':‘s:u 220 CENTRAL BUILDING TELEPHONE
R e T SEATTLE, WASHINGTON 98104 623-€50;
BERTRAM L METIOER JR.
JOEL HAGGARD
WILLIAM N MATHIAS,
Board of Directors
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
395 Fifth Avenue
Richland, Washington
DEAR Sims:
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 1 REVENUE NOTES, SERIES 1973,
$25,000,000
Under date of , 1973, we rendered an opinion approving the validity of the above
notes (the “Notes') issued pursuant to a resolution adopted by the Board of Directors of the Washington
Public Power Supply System (the “System™) on , 1973 (the “Note Resolution”).

We have examined into the validity of the Project Agreement (Contract No. 14-03-39211), dated

, 1973, between the United States of America, Department of the Interior, acting by and

through the Bonnevilie Power Administrator, and Washington Public Power Supply System, referred to

on page of the Official Statement of the System, dated , 1973, relating to the Notes. With

respect to the authorization, execution and delivery of said agreement, we have examined certified copies

of proceedings of the Board of Directors of the System authorizing the execution and delivery of sa'd

agreement, and such other documents, proceedings and matters relating to the authorization, executi n

and delivery of said agreement by each of the parties thereto as we deemed relevant. In our opinior .aid

agreement has been duly authorized, executed and delivered by each of the parties thereto and constitutes
a valid and binding agreement enforceable in accordance with its terms.

We have also examined into the validity of of \he Net Billing Agreements,
referred to on page  of said Official Statement, among the United States of America, Department of
the Interior, acting by and through the Bonneville Power Administrator, the System, and certain of the
Participants referred to in Exhibit I of said Official Statement, which agreements provide for
the purchase and assignment of an aggregate of not less than % of the capability of the Project,
as such Pro,ect is defined in the Note Resolution, in any Contract Year (as defined in the Net Billing
Agreements) during the period ending June 30, 1986 % of said capability in the period beginning
July 1, 1986 to and including June 30, 1996 and % of said capability in each twelve month period
thereafter. With respect to the authorization, execution and delivery of said Net Billing Agree-
ments, we have examined certified copies of proceedings of the System and of the Participants which are
parties thereto, authorizing the execution and delivery of said Net Billing Agreements, and
such other documents, proceedings and matters relating o the authorization, execution and delivery of
said Net Billing Agreements by each of the parties thereto as we deemed relevant. In
our opinion, each of said Net Billing Agreements has been duly authorized,
executed and delivered by each of the parties thereto and constitutes a valid and binding agreement,
enforceable in accordance with its terms.

We have also examined into the validity of the five Exchange Agreements referred to on page  of
said Official Statement, amor.g the United States of America, Department of the Interior, acting by and
through the Bonneville Power Administrator, the System and each of The Montana Power Company,
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Pacific Power & Light Company, Portland General Electric Company, Puget Sound Power & Light Com-
pany and The Washington Water Power Company, which five agreements provide for the purchase by
said companies and exchange of an aggregate of 32.470% of the capability of the Project during the
period beginning July 1, 1980, and ending on June 30, 1996. With respect to the authorization, execution
-ddnﬁveryofmdﬁxdnn.eAyeemenu.wehaveeuminedeeniﬁedeopiesofproceedinpoﬂhc
System and of the companies which are parties thereto, authorizing the execution and delivery of said
Exchange Agreements, and such other documents, proceedings and matters relating to the authorization,
execution and delivery of said Exchange Agreements by each of the parties thereto as we deemed relevant.
In our opinion, each of said Exchange Agreements has been duly authorized, executed and delivered by
cach of the parties thereto and constitutes a valid and binding agreement, enforceable in accordance with
its terms,

In rendering this opinion, we have relied upon the opinion of counsel for each of the Participants
and aforesaid companies, that the Net Billing Agreement or Exchange Agreement to which such Partici-
pant or Company is a party has been duly executed and delivered by said Participant or company and is
not in conflict with, or in violation of, and will not be a breach of, or constitute a default under, the terms
and conditions of any other agreement or commitment by which such Participant or company is bound.

Very truly yours,
HoucHTtoN, CLuck, COUGHLIN & RILEY
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