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WNP-3 & WNP-5
BEFORE THE
UNITED STATES NUCLEAR REGULATORY COMMISSION

Application of

WASHINGTON PUBLIC POWER SUPPLY SYSTEM )

et al. (WPPSS Nuclear Project No. 3) ; Docket Nos. STN-50-508
(WPPSS Nuclear Project No. 5) STN-50-509

In accordance with the Atomic Energy Act of 1954, as amended, and the rules
and regulations issued thereunder WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(hereinafter sometimes referred to as "Supply System" or as "WPPSS"),
acting for itself and as agent for certain other entities as set forth
herein, seeks from the UNITED STATES NUCLEAR REGULATORY COMMISSION
(hereinafter referred to as "NRC" or "Commission") (i) 40-year Class 103
licenses to construct and operate nuclear power facilities at its site
locatea in south-eastern Grays Harbor County, State of Washington, near
Satsop, along the south bank of the Chehalis River near its confluence
with the Satsop River (the facilities will consist of two pressurized

water reactors, each with a core power level of 3800 MWt, officially

known as WASHINGTON PUBLIC POWER SUPPLY SYSTEM NUCLEAR PROJECTS NO. 3,

and NO. 5 (hereinafter ca'led, collectively, the "Project", or, separately,
WNP-3 and WNP-5 respectively)), and (ii) appropriate source, byproduct

and special nuclear material licenses for the Project. In support of

this application the Supply System provides the following information
(references in brackets are to sections or appendices of 10 CFR Part

50, unless otherwise notea).

a. Name of Applicant [Section 50.33 (a)l

The applicant is WASHINGTON PUBLIC POWER SUPPLY SYSTEM, for itself

as owner of 70% undivided interest as a tenant in common in WNP-3,

and as agent for Pacific Power & Light Company (PP&L), Portland General
Electric Company (PGF), Puget Sound Power & Light Company (PSP&L) and
the Washington Water Power Company (WWP), all of which will share the
remaining 30% interest in WNP-3 as tenants in common in the following
undivided proportions: PP&L (10%); PGE (10%); PSP&L (5%); and WWP (5%).

With regard to WNP-5, WASHINGTON PUBLIC POWER SUPPLY SYSTEM is the
Applicant for itself as owner of 90% undivided interest as a tenant
in common in the facility, and as agent for PACIFIC POWER & LIGHT
'COMPANY (PP&L) as owner of a 10% undivided interest in WNP-5 as a
tenant in common.
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b. Address of Applicant [Section 50.33 (b)]
The address of the Supply System is:
3000 Georg~ Kashington Way

P. 0. Box 968
Richland, Washington 99352

The address of Pacific Power & Light Company is:
Public Service Building
920 S.W. Sixth Avenue
Portland, Oregon 97202

The address of Portland General Electric Company is:

121 S.W. Salmon Street
Portland, Oregon 97204

The address of Puget Sound Power & Light Company is:

Puget Power Euilding
Bellevue, Washington 98009

The address of the Washington Water Power Company is:

E. 1411 /lission Avenue
Spokane, Washington 99202
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c. Description of Business Applicant [Section 50.33 (c)]

The Supply System is a joint operating agency and a municipal corporation
of the State of Washington organized under Chapter 43.52 of the Revised
Code of Washington, as amended. The Supply System is composed of 19
public utility districts of the State of Washington and the cities of
Richland, Seattle and Tacoma, Washington. Pursuant to its statutory
authority the Supply System is empowered to acquire, construct and oper-
ate plants and facilities for the generation and transmission of electric
power. The Supply System presently operates (1) the Packwood Lake
Hydroelectric Project in Lewis County, Washington, and (2) the Hanford
Electric Generating Project, which utilizes by-product steam from the
Energy Research and Development Administration's N-Reactor near Richland,
Washington. The Supply System has under construction WPPPSS Nuclear
Project No. 1 (WNP-1) and is procoed1n2 with site preparation on WPPSS
Project No. 4 (WNP-4). Construction of WNP-1 is pursuant to NRC Construction
Permit CPPR-134 and WNP-4 site preparation is pursuant to Limited Work
Authorizations dated August 1, 1975 and October 3, 1975. WNP-1 and WNP-

4 are the subject of a single application. In addition, the Supply

System has under construction its WPPSS Nuclear Project No. 2 (WNP-2),
formerly known as Hanford No. 2, pursuant to NRC Construction Permit
CPPR-93.

Pacific Power & Light Company is an investor-owned electric utility with
its principal offices in Portland, Oregon. PP&L owns thirty-three
hydroelectric generating plants with a rated capacity of 863,393 kilo-
watts, six steam-electric plants with a rated capacity of 2,478,452
kilowatts and minor internal combustion generating capacity.

The company also has c.atracts to purchase power from various public
agencies and pc'.lic utility districts on long term agreements as well as
peaking capacity from the Bonneville Power Administration, and expects

to purchase non-firm energy from Bonneville to the extent available.

PP&L presently operates, inter alia, the Dave Johnson generating stat-

fon, a coal-fueled 750 MW faciiity, near Glenrock, Wyoming, and also
operates and owns 47-1/2% of the Centralia Project, two coal-fueled 700

MW facilities at Centralia, Washington, which are jointly-owned by PPAL,
four publicly-owned and the three other investor-owned utilities which also
are owners of WNP-3, PPA&L with 66 2/3% ownership and Idaho Power Company
presently are developing the Jim Bridger power and coal wining complex in
southwestern Wyoming. The Jim Bridger Project will have four 500 MW

units, three of which are operating and the last of which is scheduled

for service in 1979, PP&L is also a 2-1/2% owner of the Trojan Project
together with Portland Geoneral Electric Company and the City of Eugene,
Oregon. The Trojan Project is a nuclear-fueled 1,100 MW facility near
Rainer, Oregun which 1s in commercial operation. Also, PP&L and Black
Hills Power and Light Company are constructing a 330 MW coal-fired facility
near Gillette, Wyoming, which is scheduled for commercial operation in

May of 1978.

Amendment 39
April 1977

-




WNP-3 & UINP-5

Portland General Electric Company is an investor-owned utility with its
principal offices in Portland, Oregon. PGE owns 661 MW of hydroelectric
capacity and has long-term purchase contracts for purchase of hydroelectric
capacity from Washington State Public Utility Districts which purchases
currently total 936 M. PGE also is a participant in other regional pur-
chase transactions including those involving the Hanford Electric Generat-
ing Project and the Columbia Storage Power Exchange (CSPE). CSPE currently
provides 274 MW of capacity. PGE owns 67.5% of the nominal 1,100 MW Trojan
nuclear plant, as well as 2.5% of the Centralia coal-fired project. In
addition, PGE owns 849 MW of combustion turbine capacity to which a 150

MW combined-cycle steam turbine is currently being added. PGE is the
constructor and principal owner (80%) of a coal-fired plant scheduled for
completion in 1980 at Boardman, Oregon. PGE is also the applicant for a two-
1260 MW unit nuclear project planned at Pebble Springs near Arlington,
Oregon, and, in addition, is participating in the Skagit nuclear project
and Colstrip Nos. 3 and 4 coal-fired units being sponsored by others.

Puget Sound Power & Light Company 1s an investor-owned electric utility
with its principal office in Bellesue, Washington. PSPAL owns and operates
hydroelectric and ofl-fired 2onorat1n9 facilities, with a total net plant
capability of approximately 495 megawatts. In addition, PSP&L owns a 7
percent interest in the 1400 megawatt Centralia Projeci, a coal-fired

plant in western Washington operated by Pacific Power & Light Company, and
a 50 percent interest in Colstrip Units 1 and 2, two 330 megawatt coal-
fired units at Colstrip, Montana, jointly owned by PSPAL and The Montana
Power Company. PSPAL also has long-term contracts with several public
utility districts to purchase substantial amounts of power from several
hydroelectric projects on the Columbia River, as well as a contract with
the Bonneville Power Administration under which 1t is receiving power from
Hanf:rd Electric Generating Project and will receive power from WPPSS Nuclear
Project No. 1. PSPAL has also purchased power under the Columbia Storage
Power Exchange Agreement. "SPAL will cwn a 40 percent interest in its
proposed Skagit Nuclear Power Project, Units 1 and 2, two 1288 megawatt
units to be constructed near Sedro Woolley, Washington to come on line in
1984 and 1986, PSPAL will also own a 25 percent interest in the proposed
Colstrip Units 3 and 4, two 700 awatt coal-fired units, and a 20 percent
interest in the proposed Portland eral Electric Company Pebble Springs
Nuclear Plant, Units 1 and 2, two 1240 megawatt units,

The Washington Water Power Company is an investor-owned electric utility
with its principal offices in Spokane, Washington. The bulk of the Company's
power needs are supplied by Conpany-owned hydroelectric projects while
approximately 22% of fts needs are supplied from the output of the Columbia
River hydroelectric developments sponsored by the Public Utility Districts.
The Company also owns a 15% share of the Centralia Project a two-unit,
700-MW each, coal-fueled facility at Centralia, Washington. The Company
has agreed to participate in the proposed Skagit Nuclear Project, sponsored
by Puget Sound Power & Light, with a 10% ownership and in the Colstrip
Units No. 3 & 4, sponsored by Montana Power Company, with a 15% ownership.
The Stagit and Colstrip Projects are currently in the licensing process.
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d. (1) [Section 50.33 (d) (1)1 N. A,
(2) [Section 50.33 (d) (2)] W. A.

(3) (1) [Section 50.33 (d) (3) ()] The Supply
System s a municipal corporation and joint
operating agency of the State of Washington.
The management and control of the Supply System
is vested in a Board of Directors made up of
one representative from each of its 22 member
utilities. An Executive Committee composed of
seven members elected by the Board of Directors
administers the business of the Supply System
between regular quarterly nnctings of the Board
of Directors. The principal office of the
Supply System is located at 3000 George Washington
Way, Richland, Washington 99352,

Pacific Power & Light Company is an investor-
owned utility incorporated in the State of
Maine and maintaining its principal office at
Public Service Building, 920 S.W. Sixth
Avenue, Fortland, Oregon 97204.

Portland Ceneral Electric Company 1s an investor-
owned utility incorporated in the State of Oreqon
and maintaining its principal office at 121 S.W.
Salmon Street, Portland, Oregon 97204,

Puget Sound Power & Light 1s an investor-owned
utility incorporated in the State of Washington
and maintaining its principal office at Pugct
Power Building, Believue, Washington 98009,

The Washington Water Power Company is an investor-
owned utility incorporated in the State of Wash-
ington and maintaining 1ts principal office at

€. 1411 Mission Avenue, Spokane, Washington 99202,

(11) [Sggtion 50.%; (d) (ii!l All of the
Supply System's directors and officers are
citizens of the United States, as are the
directors and officers of the four investor-

owned utflfities,

Amendment 39
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The names and addresses of the Supply System's Board of Directors are as
follows (members of the Executive Committee are designated by an asterisk):

Name

John Goldsbury

R. Keiser

Alvin E. Fletcher

*Ed Fisher

*D. E. Hughes

Howard Prey

Clair R. Hilderbrandt

*Glenn C. Walkley

C. K. Jolly

*John J. Welch

Harold W. Jenkins

Gerald C. Fenton

T. R. Teitzel

Edwin W. Taylor

Quentin Mizer

Address

200 N. Kellog
Kennewick, Washington 99336

Box 456
Chelan, Washington 98816

P. 0. Box 509
Forks, Washington 98331

P. 0. Box 1566
Vancouver, Washington 98663

960 Commerce Avenue
Longview, Washington 98632

Drawer A
Orando, Washington 98843

P. 0. Box 634
Republic, Washington 99166

Route 5, Box 5010
Pasco, Washington 99301

111 Maringo Rd.
Ephrata, Washington 98823

218 W. 4th Street
Cosmopolis, Washington 98537

Route 5, Box 25
Ellensburg, Washington 98926

Rt. 1, 903 East Allen Street
Goldendale, Washington 98620

368 North Fork Rd.
Chehalis, Washington 93532

Route 1, Box 575
Shelton, Washington 98584

P. 0. Box 472
Raymond, Washington 98577

Amendment 39
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ime Address

Lane Bray P. 0. Box 190
Richland, Washington 99352

*Gordon Vickerv 1015 3rd Avenue
Seattle, Washington 98104

Rolf E. Jemtegaard Route 1, Box 1850
Washougal, Washington 98671

*W. G. Hulbert, Jr. P. 0. Box 1107
Everett, Washington 98206

*J. D. Cockrell Dept. of Public Utilities
P. 0. Box 11007
Tacoma, Washington 8411

C. F. Emerick P. 0. Box 248
Cathlamet, Washington 98612

Stanton H. Cain P. 0. Box C
Malott, Washington 98829

The names, titles and addresses of the Supply System's principal officers
are as follows:

John Goldsbury 200 North Kellogg

President Kennewick, Washington 99336
John J. Welch 218 . 4th Street
Vice-President Cosmopolis, Washington 98357
Edwin W. Tayler Route 1. Box 57%

Secretary Shelton, Washington 98584

The names of administrative staff members of the Supply System are as
follows:

Name Title
N. 0. Strand Managing Director
P. C. Otness Executive Assistant
R. Q. Quigley Chief Counsel

7 Amendment 39
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Name Title
J. D. Perko Assistant Director,
Finance & Administration
F. D. McElwee Assistant Director,
Projects
D. L. Renberger Assistant Director, Gener-

ation & Technology

A1l of the directors and officers of Pacific Power & Light Company are
citizens of the United States. The names and addresses of the Board of
Directors are as follows:

Name Address

C. M. Bishop, Jr. Pendleton Woolen Mills
218 S. W. Jefferson
Portland, Oregon 97201

Don C. Frisbee Pacific Power & Light Company
920 S.W. Sixth Avenue ‘
Portland, Oregon 97204

Stanley K. Hathaway Hathaway, Speight and Kunz
3001 Henderson Drive
Cheyenne, Wyoming 82001

Glenn L. Jackson Pacific Power & Light Company
920 S.W. Sixth Avenue |
Portland, Oregon 97204

C. Howard Lane Mt. Hood Radio & Television
Broadcasting Corporation
140 S. W. Columbia
Portland, Oregon 97204

Conrad F. Lundgren West Glacier Mercantile Co.
West Glacier, Montana 59936
John McGregor McGregor Feedlot
P.0. Box 607

Pasco, Washington 99301

8 Amendment 3°
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( Name
Paul F. Murphy

Louis B. Perry
George D. Rives
William E. Roberts
Kenneth W. Self
Donald Sherwood
Howard Vollum

Roy A. Young

Name: Title

Don C. Frisbee
Chairman of the Board
and President

G. E. Drennan, Executive
Vice President

Allan C. Bartholomew
Senior Vice-President

WNP-3 & WNP-5

Address

8019 Sacajawea Way
Wilsonville, Oregon 97070

Standard Insurance Company
P. 0. Box 711
Portland, Oregon 97204

Rives, Bonyhadi, Drummond & Smith
920 S.W. Sixth Avenue
Portland, Oregon 97204

B & D Development Company
806 S. W. Broadway
Portland, Oregon 97205

Freightliner Corp.
P.0. Box 3849
Portland, Oregon 97208

Sherwood & Roberts, Inc.
106 North Second Avenue
Walla Walla, Washington 99362

Tektronix, Inc.
P. 0. Box 500
Beaverton, Oregon 97007

Chancellor
University of Nebraska-Lincoln
LincrIn, Nebraska 68588

The names, titles and adaresses of the principal officers of Pacific Power
& Light Company are as follows:

Address

Pacific Power & Light Company
920 S.W. Sixth Avenue
Portland, Oregon 97204

Pacific Power & Light Company
920 S.W. Sixth Avenue
Portland, Oregon 97204

Pacific Power & Light Company
920 S.W. Sixth Avenue
Portland, Oregon 97204
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Name: Title

John H. Geiger
Vice-President Finance

Leonard Bennett
Corporate Secretary

Address

Pacific Power & Light Company
920 S.W. Sixth Avenue
Portland, Oregon 97204

Pacific Power & Light Company
920 S.W. Sixth Avenue
Portland, Oregon 97204

A1l of the directors and officers of Portland General Electric Company are

citizens of the United States.
Directors are as follows:

Name

Warren W. Braley

Ernest H. Miller
Wade Newbegin, Sr.
Robert W. Roth
Robert H. Short
Eberly Thompson

James J. Halton

Earl Wantland

William E. Love

John L. Schwabe

10

The names and addresses of the Board of

Address

9155 S. W. Canyon Road
Portland, Oregon 97225

President, Mortgage Bancorporation
P. 0. Box 230
Salem, Oregen 97308

President, R. M. Wade & Company
P. 0. Box 8769
Portland, Oregon 97208
President, JANTZEN INC.
P. 0. Box 3001
Portland, Oregon 97208
President

Portland General Electric Company
121 S.W. Salmon Street

Portland, Oregon 97204

2542 S. W. Hillcrest Drive
Portland, Oregon 97201

330 Candalaria Blvd. South
Salem, Oregon 97302

President, Tektronix, Inc.
P. 0. Box 500
Beaverton, Oregon 97005

Chairman

Equitable Savings & Loan Association
1300 S.W. 6th Avenue

Portland, Oregon 97201

Attorney

Souther, Spaulding, Kinsey,
Williamson & Schwabe

12th Floor Standard Plaza 3uilding
Portland, Oregon 97204
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Name

Frank M. Warren

William W. Wessinger

Robert J. Wilhelm

Raloh E. Williams

Address

Chairman and Chief Executive Officer,
Portland General Eiectric Co.

121 S.W. Salmon Street

Portland, Oregon 97204

Chairman of the Board
Biitz-Weinhard Co.

1133 West Burnside Street
Portland, Oregon 97209

President, Wilhelm Trucking Co.
3250 N. W. St. Helens Road
Portland, Oregon 97210

Room 333, North Pacific Building
G917 S. W. Oak Street
Portland, Oregon 97205

The names, titles and addresses of the principal officers of Portiand

General Electric Company are as follows:

Name: Title

Frank M. Warren
Chairman and Chief
Executive Officer

Robert H. Short
President

Joseph L. Williams
Executive Vice President

Hilbert S. Johnson
Senior Vice President

Glen E. Bredemeier
Vice President

William J. Lindblad
Vice President

H. H. Phillips

Vice President, Corporate
Counsel & Secretary

11

Address
121 S.W. Salmon Street
Portland, Oregon 97204
121 S.W. Salmon Street
Pertland, Oregon 97203

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Siieet
Fortland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204
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Name: Title

Estes Snedecor
Vice President

F. D. Wieden
Vice President

E. F. Wildfong
Vice President

J. N. Woodcock
Treasurer

J. L. Staines
Controller

Address

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204

121 S.W. Salmon Street
Portland, Oregon 97204

All of the directors and officers of Puget Sound Power & Light Company are

citizens of the United States.
Directors are as follows:

Nere
Ralph M. Davis
Chairmar

Winston D. Brown

John W. Ellis

F. J. Herb

J. H. King

The names and addresses of the Board of

Address

Puget Sound Power & Light Company
Puget Power Building
Bellevue, Washington 98009

Howard S. Wright Construction Co.
**Roum 3318

Seattle-First National Bank Bldg.

Seattle, Washington 98154

**Send all mailings to
1201 Shenandoah Drive East
Seattle, Washington 98112

Puget Sound Power & Light Con.any
Puget Power Building
Bellevue, Washington 98009

416 Bellingham National Bank Bldg.
Bellingham, Washington 98225

Puget Sound Power & Light Company
Puget Power Building
Bellevue, Washington 98009

Amendment 39
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Name

Lowell P. Mickelwait

John N. Nerdstrom

Robert D. O'Brien

Irvine B. Rabel

Ralph W. L. Stormans

R. Kirk Wilson

The names, titles and addresses of the principal officers of Puget Sound

Power & Light Company are as follows:

Name: Title

John W. Ellis
President and Chief
Executive Officer

Ralph M. Davis
Chairman of the Board

J. H. King
Vice-President-Finance
and Treasurer

J. Harold Abramson
Vice-President-Administration

Robert W. Evans

Vice-President-Divisions and
Customer Service

13

Address

Perkins, Cole, Stone, Olsen
& Williams

1900 Washington Building
Seattle. Washington 98101

Nordstrom, Inc.
1501 Fifth Avenue
Seattle, Washington 98101

PACCAR, Inc.
Post Office Box 1518
Bellevue, Washington 98009

Star Machinery Company
241 South Lander Street
Seattle, Washington 98134

Ralph's Thriftway Store
1908 East Fourth Avenue
Olympia, Washington 98506

Thrifty Foods, Inc.

P.0. Box 265
Burlington, Washington 98233

Address

Puget Power Building
Bellevue, Washington 98009
Puget Power Building
Bellevue, Washington 98009
Puget Power Building
Bellevue, Washington 98009
Puget Power Building
Bellevue, Washington 98009

Puget Power Building
Bellevue, Washington 98009

Amendment 39
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Name Address
Warren J. Ferguson Puget Power Building
Vice President-Engineering Bellevue, Washington 98009
and Construction
Lawrence E. Hall Puget Power Building
Vice-President-Public Affairs Bellevue, Washington 98009
David H. Knight Puget Power Building
Vice-President-Power Supply Bellevue, Washington 98009
Richard F. Whaley Puget Power Building
Vice-President and Controller Bellevue, Washington 93009
Robert C. Wing Puget Power Building
Vice-President-Corporate Bellevue, Washington 98009
Planning
Wilbur E. Watson Puget Power Building
Secretary Bellevue, Washington 98009

A1l of the directors and officers of The Washington Water Power Company are
citizens of the United States. The names and addresses of the Board of
Directors are as follows:

Name Address

Rodney G. Aller Attorney at Law
Lakeville, Connecticut 06039

A. L. Barnes (retired) weneral Delivery
Hayden Lake, Idaho 83835

Duane B. Hagadone President, Hagadone Newspapers
Hagadone Building
Coeur d'Alene, Idaho 83814

Roy J. Johnson (retired) Riverfalls Towers, Penthouse
West 1224 Riverside Avenue
Spokane, Washington 99201

W. A. Lowry E. 1411 Mission Avenue
Spokane, Washington 99202

James B. McMonigle Box 877
Lewiston, Idaho 83501

Amendment 39
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L Address
James A. Poore, Jr. Poore, McKenzie, Roth, Robinson & Robinson

4th Floor, Silver Bow Block
Butte, Montana 59701

W. J. Satre The Washington Water Power Company
E. 1411 Mission Avenue
Spokane, Washington 99222

Eugene Thompson Route #1, Box 56
Moscow, Idaho 83843

The names, titles and addresses of the principal officers of Washington
Water Power Company are as follows:

Name: Title Address

Wendell J. Satre E. 1411 Mission Avenue
President Spokane, Washington 99202

William A. Lowry E. 1411 Mission Avenue
Executive Vice-President Spokane, Washington 99202 |

Donald M. Oliascn E. 1411 Mission Avenue
Vice-President and Spokane, Washington 99202
General Division Mar.

Donald L. Olson E. 1411 Mission Avenue
Vice-President - Spokane, Washington 99202
Engineering & Construction

James M. Coombs E. 1411 Mission Avenue
Vice President - Spokane, Washington 99202
Finance and Treasurer

Harold W. Harding E. 1411 Mission Avenue
Vice-Prosident - Spokane, Washington 99202
Power Supply

Jermiah P. Buckley E. 1411 Mission Avenue
Vice-President & Spokane, Washington 99202
Secretary
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Name: Title Address
Reginald J. Clizbe E. 1411 Mission Avenue
Vice President-Personnel and Spokane, Washington 92202
Administrative Services
Robert T. McLendon E. 1411 Mission Avenue
Vice President-Gas Supply Spokane, Washington 92202

d. (3) (iii) [Section 50.33 (d) (3) (iii The Supply System,
Pacific Power & Light pany, Portland General Electric
Company, Puget Sound Power & Light Company, and the Wash-
ington Water Power Company are not owned, controlled or
dominated by an alien, a foreign corporation, or foreign
govermment.

d. (4) !Section 50.33 (d) §4§| With regard to WNP-3, the Supply System
s acting on its own behalf as owner of 70% undivided interest
as a tenant in common in the facility and as agent for Pacific
Power & Light Company (PP&L), Portland General Electric Company
(PGE), Puget Sound Power & Light Company (PSP&L) and the
Washington Water Power Company (WWP), all of which wiil share a
30% interest in WNP-3 as tenants in common in the following
undivided proportions: PP&L (10%); PGE (1C%); PSP&L (5%);
and WWP (5%).

With regard to WNP-5, the Supply System is acting on its own be-
half as owner of 90% undivided interest as a tenant in common in
the facility, and as agent for Pacific Power & Light Company
(PP&L) as owner of a 10% undivided interest in WNP-5 as a tenant
in common.

e. [Section 50.33(e)]

The Supply System for itself and as acent for the other entities as
their interests appear herein seeks from the Commission (i) 40-year
Class 103 licenses to construct and operate two nuclear power plants,
each with a core power level of 3,800 MWt, at its site located in
southeastern Grays Harbor County, State of Washington, along the south
bank of the Chehalis River near its conftluence with Satsop River, (ii)
appropriate source, byproduct and special nuclear material licenses for
the Project. The facility will be used to generate electric energy.

The Supply System's 70% share of the WNP-3 output will be sold by the
Supply System to 103 consumer-owned utilities in the Pacific Northwest
through Net Billing Agreements, described in Exhibit A, which these
utilities have executed with the Supply System and the Bonneville Power
Administration. These 103 utilities are all statutory preference
customers of Bonneville, and consist of 27 municipalities, 29 districts,
and 47 cooperatives.

16 Amendment 39
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The remaining 30% of the WNP-3 output will be received by Pacific Power
& Light Company (10%), Portland General Electric Company (10%), Puget
Sound Power & Light Company (5%), and the Washington Water Power Company
(5%) in proportion to their respective ownership shares in accordance
with the WNP-3 Ownership Agreement as set forth in Exhibit A.

The Supply System's 90% share of the WNP-5 output will be sold by the -
Supply System to 88 consumer-owned utilities in the Pacific Northwest
through Participants' Agreements which these utilities have executed. */
These 88 utilities are all statutciy preference customers of Bonneville,
and consist of 21 municipalities, 24 districts, and 43 cooperatives.

The remaining 10% of the WNP-5 output will be received by Pacific Power
& Light Company in accordance with the ownership agreement set forth in
Exhibit H.

The Site Certification Agreement was ratified by the State cf Washington
and WPPSS on October 27, 1976.

f. Section 50.33(f) and Appendix C]
inancial Qualifications

WPPSS Huclear Project No. 3 will be owned by the Supply System and by
four investor-owned utilities on a joint ownership basis as tenants in
common, with the Supply System owning 70% undivided interest and the
four investor-owned utilities owning 30% in the following undivided
proportions; Pacific Power & Light Company (10%), Portland General
Electric Company (10%), Puget Sound Power & Light Company (5%) and the
Washington Water Power Company (5%). **/

WPPSS Nuclear Project No. 5 will be owned by the Supply System and by
Pacific Power & Light Company on a joint ownership basis as tenants in
common, with the Supply System owning 90% undivided interest and Pacific
Power & Light owning the remaining 10% undivided interest.

Eech of the utilities to which the Supply System will sell its portion
0" the output of WNP-3 and WNP-5 by contract agree to ratably reimburse
the Supply System for its cost of financing and managing construction
and operation of WNP-3 and WNP-5. Each of the privately-owned utilities
agrees to pay its ownership share of the costs of constructing and
operating WNP-3 and, in the case of Pacific Power & Light Company, WNP-
5. Each owner agrees to bear its respective ownership share of all
obligations and Tiabilities of WNP-3 and (for PP&L) WNP-5 as they arise.

*/ Included in Exhibit H is a listing of Participants and their respective
shares of the Supply System's 90% share of WNP-5 output. Also included
is a typical Participant's Agreement.

**/ Exhibit I contains the 1976 Annual Reports for the Supply System,
~ PP&L, PGE, PSP&L and WWP.
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fhe Architect-Engineer and the Supply System have estimated that the
cost of construction of WNP-3 and WNP-5 will be $1,050,216,000 and

$1,210,000,000 respectively.

in accordance with the FPC Code of Accounts.

FPC Account
320
321
322
323
324
325

Account Name
Land and Land Rights (1)
Structures & Improvements
Reactor Plant Equipment
Turbine-Generator Units
Accessory Elect. Equipment
Misc. Power Plant Equipment

TOTAL NUCLEAR PLANT (2)

353

Nuclear Fuel

120

Station Equip. & Switch Yard
Owners Direct Cost
Sales Tax (4)

Capitaiized Interest uuring
Construction

Financing Expenses

Eng. & Const. Mgmt. (2)
Contingencies (2)
Escalation

Performance

Nuclear Fuel (First Core) (3)

TOTAL ESTIMATED COST
Fuel costs are based on purchase of the first fuel core.

for WNP-5 assumes 100% WPPSS ownership.
to updating.

These costs have been tabulated below

WNP-3 Costs WNP-5 Costs
($1,000) ($1,000)
$ 492 $ -
163,900 172,700
126,300 139,000
84,200 86,900
36,900 37,500
2,200 2,400
$§ 413,992 $ 438,500
3,500 2,700
55,000 30,000
22,705 24,586
204,925 272,452
14,570 22,140
65,100 47,000
66,808 73,200
165,500 247,900
1,000 1,000
37,116 50,522
$ 1,050,216 $ 1,210,000

Cost estimate
A1l cost estimates are subject

The Supply System will finance its share of the costs of acquiring and
constructing WNP-3 and WNP-5 by issuing short term notes and long term

(1) Future land acquisition or land rights will be funded from
contingencies.

Estimated by the Supply System.

;2; Estimated by the Architect-Engineer.
3
4)

Includes sales tax on nuclear fuel.
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bonds. It is anticipated that these bonds will be issued in series from
time to time ac funds to meet the costs of construction are required.
Bonds issued by the Supply System and interest thereon will be repaid
from Supply System revenues which are to be paid by the 103 utilities
participating in WNP-3 and the 88 utilities participating in WNP-5 who
are purchasing the Supply System's share of the project, as a portion of
the annual costs of the project.

These participating utilities have contracted to pay an agreed per-
centage of Supply System's costs, including the costs of issuing and
repaying the bonds, whether WNP-3 and WNP-5 are operated or not, and
regardless of whether power is produced by WNP-3 and WNP-5.

Each of these participating utilities further agrees to assign its
percentage share of the output of WNP-3 to the Bonneville Power Adminis-
tration under Net Billing agreements in return for a credit or offset by
Bonneville on amounts otherwise due Bonneville for power and other
services furnished to the utilities under other contracts in an amount
equal to the amount the utility has paid the Supply System. The sale to
the utilities by Supply System and the assignment to Bonneville by the
utilities will be on actual cost basis. A form of net billing agree-
ment is set forth in Exhibit A.

Generally similar arrangements, differing however in contractual mech-
anisms (net billing is not used for WMP-5), are utilized for financing
WNP-5. The contractual agreements provide that the 88 utilities parti-
cipating in the Supply System's share of WNP-5 are directly billed for
their respectiv2 portions of the WNP-5 net operating cost.

Each of the four investor-owned utilities will finance their ownership
shares of WNP-3, and as applicable WNP-5, in the same manner as the
balance of their respective construction programs, viz., short term
torrowing, sale of equity securities, proceeds from first mortgage
bonds, internally generated funds, leases or other executory arrange-
ments and other secured and unsecured transactions or construction
financing.

The financial qualifications of the Supply System, with respect to its
share of the project, and the four privately-owned utilities, with
respect to their shares of WNP-3 and as applicable, WNP-5, to carry out
the activities for which the Construction Permits are sought, are set
fourth in Exhibit B (and the schedules thereto) which is made part of
this application by this reference. Exhibit B shows that the Supply
Systean and the other owner or owners possess the funds necessary to
cover estimated construction costs and related fuel cycle costs or have
reasonable assurance of obtaining the necessary funds, or a combination
of the two. Set forth in Exhibits A and B is further information on
sources of funds (planned financing arrangements) and the financial
statements contemplated for construction permit applications by Appendix
C of 10 CFR Part 50.

g. Section 50. 33 was deleted on
pr y 1 F. R. 6036).
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h. [Section 50.33(h)]

The earliest and latest dates for completion of construction are, for
WNP-3, November 1, 1982, and lovember 1, 1984, re-pectively, and, for
WNP-5, May 1, 1984 and May 1, 1986. The latest aates for completion
are specified for purposes of duration of the permits in the event of
unforeseen contingencies. It remains essential to the public interest in
an adequate reliable supply of power, as shown is sections 1 and 8 of
the Environmental Report, that the Project be constructed, licensed and
operational at the earliest possible dates. The planned time for fuel
loading of WNP-3 and WNP-5 is January 1983 and July 1984, respectively.
Commercial Operation is scheduled for July 1983 and January 1985
respectively.

i. [Section 50.33(i)]

The Supply System does not engage in the distribution of power to retail
customers. It is authorized among other things, to acquire, construct
and operate plants, works, and facilities for the generation and trans-
mission of power to utilities. The Supply System does not have "rates"
but is reimbursed for the costs of each project by the participants
therein. In any event, as a municipal corporation of the State of
Washington, the Supply System is not under the jurisdiction of any
regulatory agency having control over "rates and services" of the
proposed activity.

The Federal Power Commission, 825 North Capitol Street, N.E., Washington,
D. C. 20426, has jurisdiction over the rates and services and/or certain
other matters with respect to the four investor-owned utilities, as do

or may the following state regulatory agencies, as noted respectively
hereinafter:

Pacific Power & Light (1) California Public Utilities
Company Commission
State Building, 350 McAllister St.
San Francisco, California 94102

(2) Oregon Public Utility Commissioner
300 Labor and Industries Bldg.
Salem, Oregon 97310

(3) Washington Utilities and
Transportation Commission

Highway-Licenses Building
Olympia, Washington 98504

(4) Montana Public Service
Commission
1227-11th Avenue
Helena, Montana 59601

(5) Idaho Public Utilities
Commission
Statehouse
Boise, Idaho 83720

Amendment 39
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(6)

Portland General Electric (1)

Puget Sound Power & Light (1)
Company

(2)

(3)

Washington Water Power (1)
Company

(2)

(3)

Wyoming Public Service
Commission
Cheyenne, Wyoming 82001

Oregon Public Utility Commissioner
300 Labor and Industries Bldg.
Salem, Oregon §7310

Washington Utilities and
Transportation Commission
Highway-Licenses Building

Olympia, Washington 98504

Public Service Commission
of Montana

1227 - 11th Avenue
Helena, Montana 59601

Oregon Public Utility Commissioner
300 Labor and Industries Bldg.
Salem, Oregon 97310

Washington Utilities &
Transportation Commission

Highway-Licenses Building

Olympia, Washington 98504

Idaho Public Utilities
Commission

Statehouse

Boise, Idaho 83720

Public Service Commission
of Montana

1227 - 11th Avenue
Helena, Montana 59601

The municipalities, private utilities, public bodies and cooperatives
which are within transmission distance, and authorized to engage in the
distribution of electric energy within the area, are described in Exhibit
B and in the "Information Requested by The Attorney General For Antitrust
Review" which was previously submitted prior to this updated application.
As described in Exhibit A, 103 public and consumer-owned utilities have
agreed to purchase the Supply System's 70% share of the outout of WNP-3,
while the four investor-owned utilities will receive the remaining 30%

in accordance with their respective ownership share. Similiarly, the 38
public and consumer owned utilities will receive the Supply System's 90%
share of the output of WNP-5 in accordance with their respective shares,
and Pacific Power & Light (PP&L) will receive the remaining 10% of the

output.

21
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As required by 10 CFR Section 50.33 (i), a list of publications appro-
priate to give reasonable nctice of the application is set forth below:

Walla Walla Union Bulletir
First & Poplar Streets
Walla Walla, Washington 99362

The ldaho Statesman
P. 0. Box 40
Boise, ldaho 83707

Yakima Herald Republic
114 No.4th Street
Yakima, Washington 98907

Seattle Post-Intelligencer
6th & Wall
Seattle, Washington 98121

Daily Journal of Commerce
2014 N. W. 24th Avenue
Portland, Oregon 97210

Aberdeen Daily World
P. 0. Box 269
Aberdeen, Washington 98520

Montesano Vidette
P. 0. Box 671
Montesano, Washington 98563

Elma Chronicle
P. 0. Box 617
Elma, Washington 8541

Siskiyou Daily News
P. 0. Box 129
Yreka, California  S6067

Star-Tribune

111 S. Jefferson Street
Casper, Wyoming 92601

22

Seattle Times
P. 0. Box 70
Seattle, Washington 98111

Tri-City Herald
P. 0. Box 2608
Tri-Cities, Washington 99302

The Oregonian
1320 S. W. Broadway
Portland, Oregon 97201

Spokesman Review
W. 927 Riverside
Spokane, Washington 99253

Daily Journal of Commerce
83 Columbia
Seattle, Washington 98104

Centralia Daily Chronicle
Pearl & liaple
Centralia, Washington 98531

Daily Olympian
P. 0. Box 407
Olympia, Washington 98507

Tacoma News Tribune
P. 0. Box 11000
Tacoma, Washington 9841}

Daily Inter Lake
300 First Avenue W.
Kalispell, Montana 59901

Wyoming State Tribune
110 East 17th Street
Cheyenne, Wyoming 82001
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Bellevue Journal American The Sandpoint News Bulletin
P. 0. Box 310 415 North Second Avenue
Bellevue, Washington 4004 Sandpoint, Idaho 83864

The Vancouver Columbian The Longview Daily News

West 8th and Grant Streets P. 0. Box 189

Vancouver, Washington 98660 Longview, Washington 98632

J. [Section 50.33(j)] and [Section 50.37]

No restricted data or other classified information (defense information)
is involved in this application and it is not expected that any will be-
come involved. However, in the event that it does, the applicants will
appropriately segregate and safeguard such information and will not per-
mit any individual to have access to Restricted Data until the United
States Civil Service Commission shall have made an investigation and
report to the NRC on the character, associations and loyalty of such
individual, and the NRC shall have determined that permitting such
person to have access to Restricted Data will not endanger the common
defense and security.

k. [Section 50,33(a) and Apperdix L]

The information required by 10 CFR Section 50.33(a) and 10 CFR Part 50,
Appendix L has been submitted under separate cover entitled "Information
Requested By The Attorney General For Antitrust Review."

1. [Section 50.33(f) and Appendix D]

The Environmental Report pursuant to 10 CFR Part 50, Appendix D, (now 10 '
CFR Part 51) has been submitted.

m. [Section 50.34]

The Preliminary Safety Analysis Report pursuant to 10 CFR Part 50,
especially Section 50.34, has been submitted. |

n. The Supply System has retained Ebasco Services, Inc.
(Ebasco) as Architect-Engineer to design and supervise the construction
of the Project. The technical qualifications and description of Ebasco
are shown in Exhibit C.

0. The Supply System has also retained R. W. Beck and Associ-
ates as Consulting Engineer to review economic feasibility and financial
aspects of the Project. The technical qualifications and description of
R. W. Beck and Associates are shown in Exhibit D.

Amendment 39
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p. The nuclear steam supply systems for the Project are to
be furnished by Combustion Engineering, Inc. (Combustion). The technical
qualifications and description of Combustion are shown Exhibit E.

g. The turbine generators for the Project will be furnished
by Westinghouse Electric Company. The technical qualifications and
description of Westinghouse Electric Companry are shown in Exhibit F.

r. The Supply System employs a Project Engineering Staff
consisting of individuals having substantial training and experience in
the construction and operation of nuclear facilities. See Chapter 13 of
the Preliminary Safety Analysis Report.

s. (10 CFR Part 140). The Supply System will provide and
maintain financial protection for public liability and will execute an
indemnity agreement with the Commission at the times, on the terms, and
in the amounts all as may be required ty 10 CFR Part 140.

t. It is requested that all orders, notices, papers and
other communications issued by the Commission in connection with this
application be mailed and delivered to:

N. 0. Strand, Managing Director
Washington Public Power Supply System
3000 George Washington Way, P. 0. Box 968
Richland, Washington 99352

and

Joseph B. Knotts, Jr., Esq.
MNicholas S. Reynolds, Esq.
Debevoise and Liberman

700 Shoreham Building

806 15th Street, NW
Washington, D. C. 20005

and
Richard N. Quigley, Esq.
Washington Public Power Supply System

3000 George Washington Way, P. 0. Box 968
Richland, Washington 99352

Amendment 39
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WHEREFORE, the Supply System prays that the Commission issue
(1) 40-year Class 103 licenses authorizing the Supnly System to construct
and operate the proposed nuclear facilities at its site near Satsop,
Gray's Harbor County, Washington and (ii) such byproduct, seurce, and
special nuclear material licenses as may be appropriate for the Project.
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STATE OF WASHINGTON
COUNTY OF BENTON

SS

D. L. RENBERGER, being first duly swern, deposes and says: That he is

the ASSISTANT DIRECTOk, GENERATION AND TECHNOLOGY, for the WASHINGTON
PUBLIC POWER SUPPLY SYSTEM, the applicant herein, that he is authorized by
PACIFIC POWER AND LIGHT COMPANY, PORTLAND GENERAL ELECTRIC COMPANY,

PUGET SOUND POWER AND LIGHT COMPANY and THE WASHINGTON WATER POWER

COMPANY to submit the foregoing on their behalf; that he has read the
foregoing and knows the contents thereof; and believes the same to be

true to the best of his knowledge.

DATED il 22 . 1977

o ey

On this day personally appeared before me, D. L. RENBERGER, to me known

to be the individual who executed the foregoing instrument and acknowl edged
that he signed the same as his free act and deed for the uses and purposes
therein mentioned.

GIVEN under my hand and seal this ! ' day of /7. | . 1977

"

» ’ - W (RPN IT A
Notary Public in and for the State

of Washington
Residing at ¥ ., -,... . /
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EXHIBIT H
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. S
AGREEMENTS

TABLE OF CONTENTS

SECTION

1. Table of Participants and Participants Shares (Final)
2. Form of Participants Agreements

3. Agreement, Pacific Power & Light Company and

Washington Public Power Supply System (Ownership
Agreement)

NOTE
Exhibit H is added to the License Application by Amendment 39 .
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TABLE OF PARTICIPANTS AND PARTICIPANTS' SHARES

Districts

Public Utility District No. 1 of Benton County, Washington
Central Lincoln People's Utility District
Public Utiiity District No. 1 of Chelan County, Washington
Public Utility District No. 1 of Clallam County, Washington
Public Utility District No. 1 of Clark County, Washington

Clatskanie People's Utility District
Cowlitz County, Washington . . . .
Douglas County, Washington . . . .
Franklin County, Washington . . . .
Grant County, Washington . . . . .
Grays Harbcr County, Washington . . . .
Klickitat County, Washington . . .
Lewis County, Washington . . . . .
Mason County, Washington . . . . .
Mason County, Washington . . . . .
's Utility District
Okanogan County, Washington . . . .
Pacific County, Washington . . . .
Pend Oreille County, Washington . . . .
Skamania County, Washington . . . .
Snohomish County, Washington . . .
District

Public Utility District
Public Utility District
Public Utility District
Public Utility District
Public Utility District
Public Utility District
Public Utility District
Public Utility District
Public Utility District

Northern Wasco Courty People
No.
No.
No.
No.
No.

Public Utility District
Public Utility District
Public Utility District
Public Utility District
Public Utility District

No.
No.
No.
No.
No.
No.
No.
No.

No

Tillamook People's Utility
Vera Irrigation District No. 15

Cities

City of Bandon, Oregon

-------------------------

City of Blaine, Washington

City of Bonners Ferry, Idaho

City of Burley, Idaho
City of Canby, Oregon

City of Cascade Locks, Oregon
City of Centralia, Washington

City of Drain, Oregon

City of Ellensburg, Washington

City of Heyburn, Idaho

Town of McCleary, Washington
City of McMinnville, Oregon

City of Richland, Washington

of
of
of
of
of
of
of
of
of

() bt et fod et PN bt ok

of
of
of
of
of

e 5 L

(Final)

Public Utility District No. 1 of Wahkiakum County, Washington

ooooo

Participants’
Shares

‘e .05080
vy .02668
. .00642
.4 .01373
. s .09858
v 4 .00781
o .09132
.l .00011
‘e .02925
. » .00581

.04410

- .00982
. it . 02021
. 4 .00156
9l .00971
3rih .00324
e .00681
> .00848

.00402

. s .00257
¥ .13051
v .00781
= .00257

.00123

.00067

....................... .00067

...................... .00190

......................... .00190
......................... .00525

..................... .00067
..................... . 00659

......................... . 00067

..................... . 00625

......................... .00257
City of Idaho Falls, Washington

;¥ .00915
...................... .00123

...................... .00971
City of Milton-Freewater, Oregon
City of Port Angeles, Washington

(H-2)

;8 .00056
. .00469
...................... .01965
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Cities

EEER OF TRINE, SOOI & o« & o 5 6 5 5 » 20 50 o 5w b
City of Springfield, Oregon . . . . . . . . ... . ...
- R P
City of Sumas, Washington . . . . . . . . . .. . .. ..
I TR 5 v a0 e b A e i e e W K ok

Cooperatives

Alder Mutual Light Company . . . . . . . . . . . . . ..
Benton Rural Electric Association . . . . . . . . . . ..
Big Bend Electric Cooperative, Inc. . . . . . . . . . ..
Blachly-Lane Electric Cooperative Association . . . . . .
Central Electric Cooperative, Inc. . . . .. .. . ...
Clearwater Power Company . . . . . . . . « « v « « + « .
Columbia Basin Electric Cooperative, Inc. . . . . . . . .
Columbia Rural Electric Association, Inc. . . . . . . . .
Consumers Power, Inc. . . . . . . . . . . . . ... ...
Coos-Curry Electric Cooperative, Inc. . . . . . . . . ..
Douglas Electric Cooperative, Inc, . . . . . . . . ...
Elmhurst Mutual Power & Light Company . . . . . . . . . .
Fall River Rural Electric Cooperative, Inc. . . . . . . .
Glacier Electric Cooperative . . . . . . . . .. . ...
Hood River Electric Cooperative, Oregon . . . . . . . . .
Idaho County Light & Power Cooperative Association, Inc.

Inland Power & Light Company . . . . . . . . . .. ...
{ootenai Electric Cooperative, Inc. . . . . . . . . . ..
Lane Electric Cooperative, Inc. . . . . . . . . . . . ..
Lincoln Electric Cooperative (Washington) . . . . . . . .
Lost River Electric Cooperative, Inc. . . . . . . . . . .
Lower Valley Power & Light, Inc. . . . . . .. .. ...
Midstate Electric Cooperative, Inc. . . . . . . . . . . .
Missoula Electric Cooperative, Inc. . . . . . . . . .. .
Nespelem Valley Electric Cooperative, Inc. . . . . . . .
PRI LIRS BB & & v s s v .8 e e s ek N e
Ohop Mutual Light Company . . . . . . . . . . . . . ...
Okanogan County Electric Cooperative, Inc. . . . . . ..
Orcas Power and Light Company . . . . . . . . . . . . ..
Parkland Light & Water Company . . . . . . . . . . ...
Prairie Power Cooperative, Inc. . . . . . . . . . . . ..
Raft River Rural Electric Cooperative, Inc. . . . . . . .
Ravelli County Electric Cooperative, Inc. . . . . . . ..
RTST SIOCRVIC BN & & < & 5 5 4 <5 v w5 b b ¥ s
UM ETREIINE: & b 5o v b B e W e $
Salmon River Electric Cooperative, Inc. . . . . . . . . .
SO BRUEEPIE & . s v s da w e Y Wk s s E N
Umatilla Electric Cooperative Association . . . . . . . .
Unity Light and Power Company . . . . . . . . . . . . ..
Vigilante Electric Cooperative, Inc. . . . . .. .. ..
Masco Electric Coopevative, Inc. . . . . . . ¢« ¢ v « + &
Wells Rural Electric Company . . . . . . . . . . . . ..
'‘est Oregon Electric Cooperative, Inc. . . . . . . . ..

Participants'
Shares

........ .00324
........ .01764
........ .00145
........ .01022
........ .10696
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM

4/15/76
NUCLEAR PROJECTS NOS. 4 AND 5
PARTICIPANTS' AGREEMENT
TASLE OF CONTENTS
SECTION
1. Definitiops
Z. txhibits
3. Term of Agreement
4, Financing, Desicn, Construction, Uperation and
Maintenance of the Projects
5. Sale and Purchase of Participant's Share
6. Payment bv the Participant; Sources of Suct
Payments
7. Provisions Relating to Delivery
8. Budget and Accounting Procedures
9. Fuel
10. Scheduling
11. Insurance
12. Training
13. End of the Projects; Termination Settlement
i4. Determinaticn of Costs Associated with Nuclear
Projects Nos. 1, 3, 4 end &
15. Participants' Commiitee
16. Project Consultant

(1)

(H-4)

11
13
14
14
14

16
16
19
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17.
18.

19.
20.
21.
22.
23.

24,
25.
26.
27.
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Obligations in the Event of Default

Replacements, Repairs, Betterments and
Capital Additions

Energy Program

Uranium Bearing Lands Acquisition
Modification and Uniformity of Agreements
Designation of Bonneville

Approval by Rural Electrification Administrator
and other Agencies

Notices

Relationship to Other Instruments
Severability

Assignment

EXHIBIT A - Table of Participants' Preliminary
Shares

EXHIBIT B - Description of Plants

EXHIBIT C - Table of Participants and Participants'
Shares (to be provided)

EXHIBIT D - Points of Delivery (to be provided)

(i1)
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECTS NOS. 4 AND 5
PARTICIPANTS' AGREEMENT
THIS AGREEMENT is executed by the Washington Public Power Supply

System (Supply System), a municipal corporation of the State of
Washington, and

corporation of the State of [Participant).
WITNESSETH

Supply System is organized under the laws of the State of Washington
(rev. Code of Washington, Ch. 43.52) and is authorized by law to con-
struct, acquire, own and operate works, plants, systems and facilities
for the generation an“/or transmission of electric power and energy and
to enter into contraccs with public and private organizations for the dis-
position of electric power and energy produced thereby.

Attached hereto, as Exhibit B, are descriptions of certain gener-
ating Plants, sometimes refsrred to as "Washington Public Power Supply
System Nuclear Project No. 4" ("Nuclear Project No. 4") and "Washington
Public Power Supply System Nu:lear Project No. 5" (Nuclear Project No.
§"). It is the intent of this Agreement that each of the Participants
shall purchase a share of the Projact Capability and have a right to
purchase a share of the capability of any other enerating plants under-
taken by Supply System pursuant to this Agreement. Supply System and
the Participant have each determined that the construction and operation
of the Projects as herein provided will accomplish economies of size
and that the sale by Supply System to the Participant of the Partici-
pant's Share and the purchase thereof by the Participant as herein pro-
vided will be beneficial to the Participant by increasing the amount of
firm power and energy which will be available to serve its customers in
the future in an efficient, economical and environmentally sound manner.
The Participant and Supply System have heretofore entered into an agree-
ment entitled "Washington Power Supply System Nuclear Projects No. 4
and 5 and Skagit Project Agreement for Option to Enter Participants'
Agreement, Reservation of Project Capability and Performance of Ser-
vices" (the "Option and Services Agreement") dated July 22, 1975, under
which, amon¢ other things, the Participant obtained an option to enter
into this Agreement.

Bonneville has indicated that, subject to any limitations imposed
by law, it expects to be able to furnish, under separate contract, trans-
missicn, scheduling, load facloring, reserves, exchanges and other ser-
vices available from the Federal Columbia River Power System to enable
the Participant to integrate its Participant's Share of Project Capa-
bility with power and energy available to the Participant from its own
electric system and from Bonneville and other sources.

Amendment 39
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NOW, THEREFORE, the parties hereto mutually agree as follows:
1. Definitions.

The singular of any term defined in this Agreement shall encom-
pass the plural, and the plural the singular, unlecss the context indi-
cates otherwise.

(a) "Annual Budget" means the budget adopted by Supply System
pursuant to Section 8(b) with respect to the Projects and which itemizes
the estimated costs of each Project, commencing with (i) the Date of
Continuous Operation of the Plant related to such Project, or (ii)

July 1, 1988, or (ii1) the date one year after the date of termination
of a Project as provided in Section 13, whichever is earliest, exclu-
sive of costs of construction as defined in the Bond Resolution, and
costs of fuel, applicable to the respective Contract Year, or, in the
case of an amanded 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 accruals
and amortizations, resulting from the ownership, operation and mainten-
ance of the Projects, repairs, renewals, replacements, and additions
thereto and costs of termination thereof as provided in Section 13,
together with the amounts over or under billed in accordance witl. sub-
section (b) below. The Annual Budget shall include, but not be limited
to, (i) the amounts which Supply System is required under the Bond
Resolution to pay in each Contract Year into the various funds provided
fcr in the Bond Resolution from the Revenue Fund, as therein defined,
for debt service and all other purposes and (ii) in the event other
funds, including proceeds of sale of the Bonds, are not available,
amounts necessary to pay the principal of, and interest and premium,

if any, on any Development Bonds outstanding. The Annual Budget shall
identify the source of all funds proposed to be expended.

(b) "Billing Statement" means the written statement prepared
by Supply System and delivered to Participant that shows the amount to
be paid, including the cost of fuel, to Supply System by the Participant
for the Participant's Share for a Contract Year, or for the remainder of
such Contract Year in the case of an amended Billing Statement adopted
to reflect an amended Annual Budget, a change in the cost of fuel or
a change in the Participant's Share pursuant to Section 17. Such amount
shall be the sum of (i) the amount determined by multiplying the Partici-
pant's Share by the amount of the Annual Budget or the amended Annual
Budget, as the case may be, less any other funds, which shall be speci-
fied in the Annual Budget, or ar amended Annual Budget, as being pay-
able from sources other than the payments to be made under all Partici-
pants' Agreemnts and (ii) the costs of fuel to be paid by the Partici-
pant in accordance with Section 9. At the end of each Contract Year
any amount over or under billed during such year shall be reflected in
the Annual Budget or Billing Statement, or both as appropriate for the
following Contract Year; any amounts over or under billed during the
portion of the Contract Year preceding the adoption of an amended Annual
Budget shall be reflected in such amended Annual Budget to the extent
practicable.
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(c) "Bonds" means any bonds, nctes or o*her evidences of
indebtedness issued pursuant to the Bond Resolution, including bonds
or notes (i) issued to pay the principal of and interest and premium,
if any, on the outstanding Development Bonds, or (ii) issued for the
purpose of financing or refinancing any debt incurred by Supply System
for the purpose of planning, designing, acquiring and constructing
either of the Projects.

(d) "Bond Resolution" means the resolution or resolutions
adopted by Supply System, as the same may be amended or supplemented,
to authorize the Bonds. A copy of the draft dated April 12, 1976, of
the first Bond Resolution has been filed with the Participant. T.e
first Bond Resolution to be adopted by the Board of Uirectors of Suppiy
System shall be substantially in the form and content of said draft
Resolution. A1l Bond Resolutions shall be approved by the Participants’
Committee as provided in Section 15.

(e) "Bonnevilie" means the United States of America, Depart-
ment of the Interior, acting by and through the Bonneville Power
Administration.

(f) "Construction Budget" means the Supply System's construc-
tion budget referred to in Section 8(a) and any amended construction
budget as therein provided.

(g) "Contract Year" means the 12-month period commencing

2400 hours Pacific Standard Time on June 30 of each year during the

term of this contract and ending 2400 hours on the June 30 next fcilowing,

rovided, that the first Contract Year shall commence at 2400 hours
gacific Standard Time on the date immediately preceding (i) the earlier
of the Dates of Continuous Operation of any of the Plants or (ii) on
July 1, 1988, or (iii) the date one year after the date of termination
of a Project as provided in Section 13, whichever is earliest, and the
last Contract Year shall end at 2400 hours Pacific Standard Time on the
date of termination of this Agreement as provided in Section 3.

(h) "Date of Continuous Operatior" as to Nuclear Project
No. 4 Plant means (i) the date fixed by Supply System as the point in
time when the Plant is ready to be operated and the output scheduled
vn a commercial basis and (ii) as to Nuclear Project No. 5 Plant means
the date fixed by Supply System in conformity with the Ownership Agree-
ment when such Plant is ready to be operated and its output scheduled
on a commercial basis.

(i) "Development Bonds" means the $100,000,000 principal
amount of bonds heratofore issued and sold by Supply System pursuant to
Resolution No. 767 adopted by the Board of Directors of Supply System
on July 24, 1975,

(H-8)
Amendment 39
April 1977



-

WNP-3 & WNP-5

(j) "Elective Capital Additions" means additions and better-
ments that are neither necessary to achieve design capability nor re-
quired by governinental agencies having jurisdiction.

(k) "Federal System" means the Federal Columbia River Power
System.

(1) "Minimum Capability" means (i) as to Nuclear Project No.
4 Plant, the minimum electrical generating capability thereof as deter-
mined by Supply System and (ii) as to Nuclear Project No. 5 Plant, the
minimum electrical generating capability thereof as determined by Supply
System in accordance with the Ownership Agreement, in each case to be
as near as may be, but not less than, the minimum generating capability
for each Plant permitted by the manufacturer's recommendations or b
the terms of the United States Nuclear Regulatory Commission ("NRC"
operating license, whichever is higher.

(m) "Ownership Agreement" means the agreement between Supply
System and Pacific relating to the ownership of Nuclear Project No. 5
which is substantially in the form of a draft, dated April 15, 1976, a
copy of which is on file with the Participant.

(n) "Pacific" means the Pacific Power & Light Company.

(o) "Participants" means those entities which are specified
in Exhibit C to be attached hereto, pursuant to Section 5, and which
enter into a Participants' Agreement.

(p) "Particpants" Agreements" mean this Agreement and all
other agreements substantially identical to this Agreement entered into
by Supply Syatem and the Participants.

(g) "Participants' Committee" means the Committee established
pursuant to Section 15.

(r) "Participant's Preliminary Share" means the decimal frac-
tion share of Project Capability set opposite the name of the Partici-
pant in Column 1 on Exhibit A or the decimal fraction share inserted
in Column 2 on Exhibit A, whichever is the lesser.

(s) "Participant's Share" means the Participant's Prelimi-
nary Share adjusted as provided in Sections 5 and 17 of this Agreement.

(t) "Plant" means Nuclear Project No. 4 Plant and Nuclear
Project No. 5 Plant described in Exhibit B.

(u) "Projects" means Suppiy System's ownership interest in
the generating plants and related properties described in Exhibit B, as
the same may be adjusted pursuant to Sections 16(b), 20 and 22(b) of
the Ownership Agreement, which description in any event shall conform
to the description of the Projects in the Bond Resolution which author-
izes the issuarce of Bonds in an amount sufficient to pay the cost of
acquiring and constructing the Projects.
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(v) "Project Capability" means the amounts of electric power
and energy, if any, which the Projects are capable of generating at any
particular time (including times when either or both of the Plants are
not operable or operating or the operation thereof is suspended, inter-
rupted, interfered with, reduced or curtailed, in each case in whole or
‘'n part for any reason whatsoever), less Project station use and losses.

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

(x) "Prudent Utility Practice" at a particular time means
any of the practices, methods and acts, which, in the exercise of rea-
sonable 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 a Plant but also to appropriate structures, land-
scaping, painting, signs, lighting, or facilities and public relations
programs reasonably designed to promote public enjoyment, understanding
and acceptance of a Plant. Prudent Utility Practice is not intended to
be 1imited to the optimum practice, method or act, to the exclusion of
all others, but rather to be a spectrum of possible practices, methods
or acts. In evaluating whether any matter conforms to Prudent Utility
Practice, the parties and any Project Consultant shall take into account
(i) the fact that Supply System is a municipal corporation and operating
agency under the laws of the State of Washington with the statutory
duties and responsibilities thereof and (ii) the objectives to integrate
the Project Capability with the generating resources, primarily of the
Participants, and, as to Project No. 5, Pacific, including such resources
and electric power and energy purchased under ccntract, and secondarily
of the Federal System, and to achieve optimum utilization of the resources
and achieve efficient and economical operation of each system, primarily
as to the Participants and, as to Project No. 5, Pacific, and secondarily
as to the Faderal System.

2. Exhibits

Exhibits A through D, inclusive, are by this reference incor-
porated herein and made a part of this Agreement, namely:

Exhibit A - Table of Participants' Preliminary Shares.
Exhibit B - Description of Plants.

Exhibit C - Table of Participants and Participants' Shares.
(to be added)
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Exhibit D - Points of Delivery. (to be added)

3. Term of Agreement.

This Agreement shall be effective upon execution and delivery
of Participants' Agreements by Supply System and Participants whose
Participants' Preliminary Shares total 1.0 or more. This Agreement
shall terminate on the date when both Projects are terminated pursuant
to Section 13, the costs of decommissioning as defined in Section 13
have been paid or provided for and the principal of, premium, if any,
and interest on all Bonds have been paid or funds set aside for the pay-
ment or retirement thereof in accordance with the Bond Resolution.

4. Financing, Design, Construction, Operation and
Maintenance of the Projects.

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

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

(i1) To obtain, or arrange for obtaining, permits and
other rights and regulatory approvals necessary for the financing of
the Projects and the design, acquisition, construction, operation and
maintenance of tne Plants;

(ii1) To issue and sell Bonds to finance the costs of
construction of the Projects, as such costs are defined in the Bond
Resolution, to pay or provide for the payment of the principal, interest,
and premium, if any, on the cutstanding Development Bonds and, to the
extent provided by Section 18, to finance the costs of any capital
additions, betterments, renewals, repairs, replacements, or modifica-
tions to the Projects, provided, that in each such case Bonds may then
be legally issued and sold, and further rovided, that no Bonds shall
be issued to pay costs of construction o; NucTear Project No. 5 until
after November 2, 1976;

(iv) To complete, or arrange for the completion of, all
appropriate planning and engineering studies and to construct and
acquire, or arrange for the construction and acquisition of, the Plants
in accordance with Prudent Utility Practice. Supply System shall use
its best efforts to schedule the Date of Continuous Operation of each
Plant as near as may be to the date for each Plant set forth below:

Nuclear Project No. 4 March 1982
Nuclear Project No. 5 April 1984
6.
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(b) Supply System shall operate and maintain the Plants, or
cause the Plants to be operated and maintained, in accordance with
Prudent Utility Practice and so as to meet the requirements of govern-
ment agencies having jurisdiction.

5. Sale and Purchase of Participant's Share.

Supply System herby sells, and the Participant hereby pur-
chases, its Participant's Share of Project Capability. The Participant's
Share shall be the Participant's Preliminary Share; provided that, if
the sum of the Particpants' Preliminary Shares of the Participants who
shall have executed and delivered Participants' Agreements is greater
than 1.0, the Participant's Pr2iiminary Share shall! be automatically
decreased, pro rata with other such Participants' Preliminary Shares so
that the total Participants' Shares shall equal 1.0; and further provided
that, if the sum of the Participants' Preliminary Shares of the Partici-
pants who have executed and delivered Participants' Agreements to Supply
System within 90 days after delivery of notice pursuant to Section 3(d)
of the Option and Services Agreement is less than 1.0 and the Partici-
pant has inserted a decimal fraction share opposite its name in Column 2
on Exhibit A in excess of the amount set forth in Column 1 thereon, the
Participant's Preliminary Share shall be automatically increased up to a
maximum of such inserted share, the amount of any such increase to be
determined by the following formula:

Amount of Increase = (1.0 - X) . %

X = the sum of the Participants' Prelimfnary Shares of Participants
who have executed and delivered & Participants' Agreement.

Y = the amount of the excess of Column 2 over Column 1 for the
Participant.

Z = the sum of the Y's for all Participants.

If the sum of the Participants' Preliminary Shares is still less than
1.0, in order to bring the total of such shares to 1.0, Supply System
may (i) agree with any Participant to an increase in its Participant's
Preliminary Share or (ii) execute Participants' Agreements with any
other existing statutory preference customer or direct service customer
of Bonneville or any existing electric utility member of the Western
Systems Coordinating Council. After execution of the Participants'
Agreements on Exhibit C showing the Participants and their Participants’
Shares shall be prepared by Supply System and shall be distributed to
the Participants forthwith.

The purchase price to be paid for each Contract Year by the
Participant to Supply System for its Participant's Share shall be the
amount spec “ied in the Billing Statement.
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6. Payments by the Participant; Sources of Such Payments.

(a) Not less than 90 days prior to each Contract Year,
Supply System shall prepare and deliver to the Participant a Billing
Statement showing the amount to be paid by the Participant for such
Contract Year. Whenever during a Contract Year the Annual Budget is
amerded or Participant's Share is changed from that used in the Billing
Statement for that Contract Year, or Supply System's determination of
the net cost for providing the fuel required to generate the Partici-
pant's Annual Energy Availability (as defined in Section 9) for such
Contract Year is changed, an amended Billing Statement shall be pre-
pared for the remainder of that Contract Year reflecting such amendment
or change and shall be delivered to the Participant.

(b) On or before the 25th day of each month of each Contract
Year the Participant shall pay to Supply System the amount specified in
the Billing Statement, div.ded by the number of months in the respective
Contract Year, or in the case of an amended Billing Statement, the
amount specified in such amended Billing Statement divided by the number
of months remaining in such Contract Year.

Amounts due and not paid by the Participant on or before
the close of business on the 25th day of the month shall bear an addi-
tional charge of two percent of the unpaid amount. Thereafter, a fur-
ther charge of one percent of the sum of the initial amount remaining
unpaid and said additiona1 charge shall be added on the twenty-fifth
day of each succeeding month until the initial amount due and the addi-
tional charges are paid in full. Remittances received by mail will be
accepted without assessment of said charges, provided that the postmark
indicates that the payment was mailed on or before such day. If the
twenty-fifth day of the month is a Sunday or other nonbusiness day of
the Participant, the next following business day shall be the last day
on which payment may be mailed without addition of said charges.

In any event the Participant shall pay by the twenty-
fifth day of the l12st month in each Contract Year the difference, if
any, between the total amounts paid by Participant to Supply System
during that Contract Year and the total amount billed to it by Supply
System as herein provided.

(c) No Participant which is a statutory preference customer
of Bonneville shall be required to make anv payments to Supply System
under this Agreement except from the revenues derived by such Partici-
pant from the ownership and operation of its electric utility properties.
Such 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 pro-
vide 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.
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(d) The Participant shall make the payments to be made to
Supply System under this Agreement whether or not any of the Projects
are completed, operable or operating and notwithstanding the suspension,
interruption, interference, reduction or curtailment of the output of
either Project for any reason whatsoever in whole or in part. Such
payments shall not be subject to any reduction, whether by offset or
otherwise, and shall not be conditioned upon the performance or nonper-
formance by Supply System or any other Participant or entity under this
or any other agreement or instrument, the remedy for any nonperformance
being limited to mandamus, specific performance or other legal or equit-
able remedy.

7. Provisions Relating to Delivery.

Deliveries of electric power and energy for the account of
the Participant shall be made to the transmission grid of the Federal
System at the respective points of delivery and at the approximate
voltage to be agreed upon by Bonneville and Supply System subject to
approval of the Participant's Committee. In the absence of such an
a?reement. deliveries to the Participant shall be at the site of the
Plants or at a point of delivery agreed to by Supply System and the
Participant. 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 points during each month shall be
determined from measurements adjusted for losses, if any, as agreed
upon by Supply System and Bonneville, subject to the approval of the
Participants' Committee or, in the absence of such an Agreement, by
Supply System and the Participant, made by meters installed to record
such deliveries at the place and in the circuit agreed upon by Supply
System and Bonneville subject to the approval of the Participants’
Committee, or, in the absence of such agreement, by Supply System and
the Participant, all as may be appropriate. When the points of delivery
are so agreed upon pursuant to this Section, Supply System shall pre-
pare and deliver to the Participant an Exhibit D describing such points.

8. Budget and Accounting Procedures.

(a) The Participant hereby approves Supply System's Construc-
tion Budgets for Nuclear P ojects Nos. 4 and 5, dated October 10, 1975,
and October 31, 1975, respectively, a copy of each of which is on file
with the Participant. By October 1 of each year until completion of
construction of each Project, Supply System shall prepare and deliver
to the Participant and the Participants' Committee an amended Construc-
tion Budget for each Project, describing the items of construction and
the estimated amounts to be expended therefor in each quarter from the
succeeding January 1 to estimated date of completion of such Project.
Supply System shall deliver amended Construction Budgets to the Partic-
ipant and the Participants' Committee from time to time to reflect sub-
stantial changes in construction schedules, plans, specifications, or
costs. Amended Construction Budgets for a succeeding year and amended
Construction Budgets for a current year shall become effective with
respect to each Project within 30 days, and 15 days, respectively,

9.
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after delivery, except for any item disapproved by the Participants’
Committee before such time, provided that, with respect to Nuclear
Project No. 5, approval by Pacific is also obtained to the extent
required by the Ownership Agreement.

A monthly Construction Budget report shall be prepared
by Supply System and filed with the Participants' Committee showing by
major plant accounts or contracts, the cumulative amounts committed and
the expenditures.

(b) At least 90 days prior to the start of the first Contract
Year, Supply System shall deliver to the Participant and the Partici-
pants' Committee a proposed Annual Budget for the Projects for such
Contract Year. Thereafter, on or before April 1 of each Contract Year
Supply System shall deliver to the Participant and the Participants'
Committee a similar Annual Budget for the next succeeding Contract
Year, which budgets shall take into account the cumulative difference
between income and expenditures for the prior Contract Year and provide
for adjustment, as necessary, of the appropriate working cash fund.

A1l taxes and payments in lieu of taxes with respect to
the Projects imposed and required by law to be paid by Supply System,
and which are due and payable in a 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, for each Project, the
amounts of such negotiated payments; provided, that Supply System shall
not agree to any such negotiated payment in any Contract Year the
sum of such negotiated payments and taxes and payments in lieu of taxes
imposed by law, applicable to any Project, would exceed the total
amount of ad valorem taxes applicable to that Project which Supply
System would have paid in that year to such taxing entities if the
Project or portion thereof, within the boundaries of each such taxing
entity, were subject to ad valorem taxes and its 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 wouid be unchanged.

Notwithstanding any other provision of this Agreement ,
costs may be incurred by Supply System in an emergency or to protect
the safety of any of the Projects or the public, and any such costs,
not otherwise provided for, shall be added to the Annual Budget as
incurred. Promptly after any such addition to the Annual Budget, and
prior to expenditures of any other funds not contemplated in the effec-
tive Annual Budget, Supply System shall deliver an amended Annual
Budget reflecting such additions tn the Participant and the Participants'
Committee.

10.
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The Annual Budget and any amended Annual Budget shall
become effect’'ve with respect to each Project, within 30 days and 15
days, respectively, after delivery except for any item disapproved by
the Participants' Committee prior to such time, provided that with
respect to Nuclear Project No. 5, approval by Pacific 1s also obtained
to the extent required by the Ownership Agreement.

(c) 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 boaks and records shall
contain information supporting the allocation of Supply System's in-
direct costs associated with each Project. The method of allocating
or prorating such costs as between the Projects and other activities
in which Supply System may have an interest shall be based upon Prudent
Utility Practice. Such books and records shall be retained by Supply
System for three years and shall be made available for inspection and
au?it by the Participant and the Participants' Committee at any reason-
able time.

A1l accounts shall be kept so as to permit conversion to
the system of accounts prescribed for electric utilities by the Federal
Power Commission.

Any contract with any consultant or contractor of Supply
System providing for reimbursement of costs or expenses of any kind
shall require the keeping and maintenance of books, records, documents,
and other evidenze pertaining to the charges 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, docu-
ments and evidence to be made available to the Participants' Committee
at all reasonable times for review and audit for a period of three
years after final settlement of the applicable contracts.

9. Fuel.

(a) For each Project, Supply System shall use its best
efforts to arrange for Fuel in amounts such that each Participant,
acting singly or as a member of a group of Participants, may utilize
its Participant's Share of the Project Capability in a manner which
such Participant estimates will be best suited to its individual system
needs.

(b) As soon as practicable after the Participants' Committee
is established, and annually thereafter by each April 1 until the earliest
Date of Continuous Operation of either of the Plants, Supply System
shall prepare and submit to the Participants' Committee for approval a
ten-year Fuel Management Plan (“Fuel Plan") for each Plant. Each year
thereafter, the Fuel Plan will be submitted with each Annual Budget
beginning with the first such budget. Each Fuel Plan shall be prepared
after consideration of the fuel supply arrangements, power generating
requirements and other operational aspects of each Plant.
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Supply System shail corsult with the Participants'
Committee and shall prepare the Fuel Plans consistent with Subsection
9(a). Each Fuel Plan shall describe in detail each contemplated action
and payment and the dates thereof separately for each Plant, the amount
of net energy available from the Projects in each Contract Year (Annual
Fnergy Availability) and, separately for each Plant, core usage, design
burnup and estimated fueling dates. It shall include a cash flow
analysis of forecasted expenditures and credits for each Plant for each
major component of the fuel cycle by years, for the entire ten-year
period, and cash flow by months, for the first five years of that
period.

Each Participant shall furnish to Supply System, as
requested, forecasts of its generating requirements from the Projects.
Supply System shall use such forecasts in preparing each Fuel Plan.

For the ten-year period of each Fuel Plan the net energy available to
the Participants shall, to the extent practicable (i) equal the Partic-
ipants' forecasted generating requirements for such period, and (ii)

be available at times and in amounts sufficient to meet the Participants'
forecasted generating requirements from the Projects. Supply System
shall amend the Fuel Plan as reasonably required to reflect changes in
conditions unforeseen at the time the Fuel Plan was prepared, and shall
submit such amended Fuel Plan to the Participants' Committee for approval.
Supply System shall arrange to secure fuel and refuel each Plant in a
man?er which implements the Fuel Plan to the extent reasonably practi-
cable.

(c) The forecasted generation requirements of each Partici-
pant shall be at least sufficient to ensure operation of each Plant
at Minimum Capability to the Forecast Refueling Date for such Plant;
provided, however, that to the extent any Participant has arranged,
pursuant to Section 10(d) for the delivery of alternative capacity and
energy to the Participants requesting operation, Supply System may order
only the amount of fuel for such Project such that the available capa-
city and energy output from all Projects plus the alternate capacity
and energy so arranged for is at least equal to the amount of capacity
and energy the requesting Participants are entitled to from the Projects
until the Forecast Refueling Date of the respective Plant.

(d) At the time of fueling or refueling of any Plant, Supply
System shall submit to the Participants' Committee for approval its
determination for that Plant of (i) the next fueling date (Forecast
Refueling Date), (ii) the kilowatt-hours of net energy available to
earh Participant to the Forecast Refueling Late (Energy Entitlement),
(i111) the estimated cost per kilowatt-hour of each Participant's Energy
Entitlement and (iv) the outage schedules for maintenance to the next
refueling date. Supply System shall pericdically review such determi-
nations with the Participants' Committee, revise such determinations
as necessary and submit them to the Participants' Committee for approval.

12.
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(e) Any Participant may require that the Forecast Refueling
Date of a Plant be advanced or delayed and/or may use the Energy
Entitlement of other Participants if such Participant (i) makes arrange-
ments for delivery of alternative capacity and energy at the Plant point
of delivery equivalent to the amount of capacity and energy which would
have been aviilable to such other Participants from their Participants’
Shares if the Forecast Refueling Date for such Plant had not been
advanced or delayed or such Energy Entitlement had not been used by the
requiring Participant, or (ii) makes other arrangements acceptable to
the affected Participants including, but not limited tu, payments for
Fuel used and/or making a portion of such requiring Participant's Share
of Project Capability available for use by other Participants; provided,
that neither the advancing or delaying of such Forecast Refuelin? ates
nor the use of another Participant's Energy Entitiement shall (i
adversely affect the availability of capacity and energy ° +hich any
other Participant otherwise would have been entitled from such Project,
or (i) adversely affect any other Participant's costs for such capa-
city and energy.

(f) No Participant shall be entitled to proceed pursuant to
Sections 9(d), 9(e) or 10(d) to the extert so proceeding would be con-
trary to the rights of Pacific under the Ownership Agreement unless such
Participant has made arrangements with Pacific similar to those pro-
vided in such Sections.

(3) After reprocessing of a fuel batch removed from the core
of a Plant, Supply System shall make and deliver to the Participant, a
detailed final accounting for such fuel batch of all coats, payments and
energy and for any credits or deficits attributable to any Participant.

(h) Supply System shall include on the Billing Statement for
each Contract Year (i) a provisional charge for fuel equal to the esti-
mated net cost to Supply System, included ‘n the current Fuel Plan in
accordance with Subsection (b) above, for providing the amount of fuel
required to generate the Participant's Annual Energy Availability for
such Contract Year, and (ii) any credits or debits attributable to the
Participant necessary to adjust the provisional payment for the previous
Contract Year to net actual Fuel costs for such year. Such adjustments
shall take into account, among other things, the difference between
estimated and actual Fuel cost recovery from the reprocessing of any
Fuel batch during such year and any difference between the Participant's
Annual Energy Availability and Participant's actual energy use from
the Projects, but shall not take into account any energy adjustments
between Participants made under Sections 9(d), 9(e) and 10(d).

10. Schedulina.

(a) Within the constraints of Section 9 and of this Section
10, each Participant shall be entitled to receive, as scheduled by it,
all or any part of its Participant's Share. Supply System promptly
shall notify each Participant of any significant change in Project
Capability.

13.
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(b) By 12:00 noon on each regular working day, each Partici-

pant acting singly or as a member of a group of Participants shall

| submit its hourly schedule for the following day to Supply System
except that such schedule shall be submitted for a holiday, Saturday,
Sunday, and for the first following regular working day by 12:00 noon
on the regular working day immediately preceding. Such hourly sche-
dules may be changed at any time; provided, that if the total requested
changes in the level of operation of the Plants require a rate of
change of the output of any Plant in excess of the lower of that pres-
cribed either by the manufacturer's warranty or by the NRC operating
license, each Participant whose scheduled rate of change is in excess
of its Participant's Share of such lower prescribed limit shall be
limited proportionately so that the total rate of change of such Plant
does not exceed such lower prescribed rate of change for that Plant.

(c) 1In addition to forecasted refueling outages, Supply
System shall schedule generating plant outages and submit them to the
Participants' Commitiee for approval as to the time and duration thereof
as far in advance as practicable. Notwithstanding the foregoing, any
Plant may be shut down or its operation may be modified by Supply System
to meet requirements of the NRC or other governmental agency having
Jurisdiction or to avoid hazard to the Plant or to any person or
property.

(d) Except as otherwise provided herein, each Participant
shall schedule energy from the Projects in such a manner that its
Energy Entitlement is adequate to maintain its Participant's Share of
Minimum Capability unti] the next Forecast Refueling Date; Erovided.
that a Participant may require that one or more Plants not be operated
during any period by arranging for delivery of alternative capacity
and energy at such points of delivery to the Participants requesting
operation equivalent to the amount of capacity and emergy which would
have been available to such requesting Participancs from their Partici-
pants' Shares during such period, and such requesting Participants sha')
pay the supplying Participant a percentage of the amount of incremental
savings which the requesting Participants realize from the displacement
of energy from the Projects, which percentage and amount of savings
shall be as agresd by the Participants involved; provided further, that
requiring non-cperation of any Plant will not (i) adversely afiect the
availability of capacity and energy to which any other Participant
otherwise would have been entitled from such Project, or (ii) adversel,
affect any other Participant's costs for such capacity and energy.

If fulfilling the schedules submitted by the Participants
would require operation of the Plants at an operating level below the
Minimum Capability of any Plant, Supply System shall immediately notify
all Participants. Unless otherwise agreed by the Participants as pro-
vided in the preceding paragraph, the Participants whose schedules are
greater than their Participants' Shares of such Minimum Capatility sha!l)
take energy as provided by such schedules, and the other Participants
shall adjust their amounts to be taken proportionally to their Partici-
pants' Shares in an amount equal to the remainder of such Minimum
Capability.
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(e) When testing of Plant facilities requires generation,
each Participant shall make provision for acceptance of its Partici-
pant's Share of such generation. Supply System will notify Participants
of test schedules as far in advance as practicable.

(f) Reactive Power Scheduling. The Supply System shall, at
the request of a Participant, supply or absorb reactive power, within
the capability of a Project, in amounts as may be appropriate to inte-
grate the Participants' Share of such Project into the Federal System
or into any other system to which such Project is interconnected.

(g) Deviations. The parties shall hold deviations from
schedule to a minimum and shall correct stherefor as promptly as possible
under conditions approximately equivalent to the conditions under which
the deviation occurred. The amounts scheduled for delivery shall be
deemed delivered.

(h) The parties shall coordinate their operating plans to
the extent practicable so that Plant availability, Plant maintenance
schedules and Plant Fuel Plans are consistent with the operating plans
of the Participants, and to the extent required by the Ownership Agree-
ment, Pacific.

11. Insurance.

Supply System shall maintain a force, for the benefit of the
Projects and the Participants as their respective interests shall appear,
as a Project expense, such insurance as will satisfy the requirements
of the Bond Resolution and any other applicable statutes, and such other
insurance as Supply System may provide with the written concurrence of
Participants holding two-thirds or more of the total Participants' Shares.
Subject to Section 13, any proceeds of such insurance received by Supply
System for loss or damage to any Project shall be applied, to the extent
necessary, to the costs or repair of such Project.

i2. Training.

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

13. End of the Projects; Termination Settlemen*

(a) As to Nuclear Project Nc. 4:

(1) The Project shall be terminated and Supply System
shall cause it to be salvaged, discontinued, decommissioned, and dis-
posed of or sold in whole or in part to the highest bidder(s) or dis-
posed of in such other manner as Supply System and the Participants'
Committee may agree when:

14,
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(A) Supply System determines that it is unable to
construct, operate or proceed as owner of such Project due to financing,
licensing, construction or operating conditions or other causes which
are beyond its control.

(B) Supply System with the written concurrence of
members of the Participants' Committee representing two-thirds or more
of the total Participants' Shares of Project Capability determines that
such Project is not capable of producing energy consistent with Prudent
Utility Practice.

(C) The Participants' Committee directs Supply
System to terminate the Project pursuant to Section 18(a).

The date of termination shall be the earliest
of the dates of the termination under subsections (A), (B) and (C)
above.

(11) After such termination, Supply System shall under-
take the deconmissioning of such Project. Supply System shall make
monthly accounting statements to the Participant of all costs associated
therewith. Such monthly accounting statements shall continue until
such Project has been salvaged, discontinued, decommissioned and finally
disposed of hereunder, at which time a final accounting statement shall
be made by Supply System and such final accounting statement shall be
made at the earliest reasonable time. The costs of decommissioning
shall include, but shall not be limited to, all of Supply System's costs
and liabilities resulting from Supply System's ownership, construction,
operation (including cost of fuel), maintenance of and renewals and
replacements to such Project and the costs of salvage, discontinuance
and disposition or sale thereof.

(ii1) The final accounting statement shall credit to
the Participants, and deduct from any amount otherwise chargeable to
them, the fair market value of any assets related to any Project then
retained by Supply System. If the final accounting statement(s) show
that the costs referred to in Subsection (i11) above exceed such credits
after application by Supply System of all other funds available for
such purpose, the Participant shall pay Supply System a sum determined
by multiplying the amount shown to be due in Supply System's final
accounting statement(s) by the Participant's Share.

(b) As to Nuclear Project No. 5, subject to the Ownership
Agreement, Supply System shall comply with the provisions of Subsections
(a) (i), (11) and (iii) of this Section in substantially the same
manner as if the properties and facilities comprising the Plants were
wholly owned by Supply System,

(c) Upon termination of all of the Projects, Supply System
shall make monthly accounting statements to the Participant until all
Bonds have been paid or funds set aside for the payment or retirement
thereof in accordance with the Bond Resolution.

15.
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14. Determination of Costs Associated With Nuclear
Projects Nos. 1, 3, 2 and 5.

Costs solely attributable to the Plants shall be allocated
to such Plants and costs solely attributable to Nuclear Projects Nos.
1 and 3 shall not be so allocated.

Costs not solely attributable to the Plants and attributable
to both the Plants and Nuclear Projects Nos. 1 or 3 shal’ be allocated
to the Plants on the basis of the proportion of respective benefit to
the Plants or, if such proportion is not determinable, on the basis of
an equal allocation between the Plants and Nuclear Projects Nos. 1 and
3, respectively.

15. Participants' Committee.

(a) Not more than 30 days after the date of this Agreement,

and thereafter not less than 30 nor more than 60 days prior to July 1
of each succeeding third year, the Participants shall form the Partici-
pants' Committee, which shall be composed of not less than two nor more
than seven members. Supply System shall give each Participant not less
than 15 days' notice stating the time and place at which a meeting of
representatives of the Participants shall be held for such purpose.
Prior tc the time of such meeting the Participant shall deliver a notice
to Supply System of its designation of the person or entity (the "Repre-
sentative") and an alternate (to serve in the ausence or disability of
any such Representative) to cast its vote for its Participants' Committee
members. Each Representative shall be entitled to cast a vote equal to
the Participants' Shares of the Participant(s) who designate such Repre-
sentative and more than one Representative may vote for the same person
or entity to be a Committee member. The persons or entities, up to
seven, who receive the highest votes shall be members of the Committee;

rovided, where more than three Participants' Committee members are
chosen, no person or entity shall serve who is chosen by Representatives
entitled to vote an aggregate of less than 3% of the Participants’
Shares. Cach Participant shal) designate a Committee member to repre-
sent its Participant's Share. Any vacancy on the Participants' Committee
shall be filled by majority vote of the Participants' Shares of the
Participants represented by such Committee member.

(b) Meetings of the Participants' Committee shall be held at
least quarterly during the construction of the Projects and at least
semi-annually thereafter. Committee meetings may be called by Supply
System or the Committee Chairman or Committee member(s) representing
20% or more of the Participants' Shares; and timely notice of the time
and place of, and agenda for, such meetings shall be given to each
Committee member and the Participant. Each member of the Committee,
or an alternate designated in writing by him, shall be entitled to a
vote equal to the amount of the Participants' Shares represented by
him. A Committee Member shall be entitled to separately vote any Par-
ticipant's Share he represents and shall be obligated to vote as
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instructed by such a Participant to the extent of such Participant's
Sharg. Members representing more than 50% of the Participants' Shares

( shall constitute a quorum. All meetings of the Committee shall be open
to attendance by any person authorized by any of the Participants.
Except as herein provided, the calling and holding of meetings‘of the
Committee, and all of its other proceedings, including the giving of
notices, shall be governed by rules adopted from time to time by members
of the Committee entitled to vote two-thirds or more of the Particiapnts’
Shares. A1l actions by the Participants' Committee shall require a vote
of members holding more than 50% of the Participant's Shares, except
as otherwise provided in this Agreement.

(c) Except in the event of an emergency requiring immediate
action, Supply System shall deliver to each member of the Participants'
Committee a copy of each of the items listed below (as well as such
other items as are required under the Agreement to be approved by the
Participants' Committee) relating to each Project together with a state-
ment identifying the general nature of the action proposed to be taken
by Supply System thereon (referred to hereinafter as "proposal").
Whenever appropriate, Supply System shall also deliver itemized cost
estimates and other details sufficient to support a comprehensive
review, including but not limited to, a copy of all supporting reports,
analyses, recommendations or other documents pertaining thereto. Copies
thereof, or of any other documents relating to agenda items, shall .=
delivered to the Participant upon its request.

Determination of Minimum Capability.
Construction budgets and changes therein (Section 8(a)).

Award of any contract or approval of any change order,
in either case in excess of $2,000,000, or such other
contracts as determined by the Participants' Committee.

Bud?ets of annual costs and revisions thereof (Section
8(b)).

Fuel Plan, changes therein, and determinations relating
‘rereto (Section 9).

Operating schedules (Section 10).

Insurance coverage, including limits and choice of
insurers (Section 11).

Estimates of costs of repair of damage to a Project if

in excess of $5,000,000, recommendation whether to repair
in whole or in part or to remove from service and con-
struction buduvet for repair of Project.

Sales of salvage materials in excess of such minimum
amount as is established by the Participants' Committee.

17.
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Change of an architect-engineer.
Proposed Bond Resolutions.

Any proposal made by Participants' Committee members
representing Participants' Shares voting rights of 20%
or more.

Construction or acquisition of Nuclear Project No. 5
pursuant to Section 22(b) of the Ownership Agreement.

Repair of Nuclear Project No. 5 pursuant to Section
16(b) of the Ownership Agreement.

Increase in the Supply System's ownership interest in
Nuclear Project No. 5 pursuant to Section 20 of the
Ownership Agreement.

(d) With respect to Supply System proposals, unless within
15 days, except as otherwise provided herein, after delivery of such
proposal notice is delivered to Supply System by Committee members
representing 20% or more of the Participants' Shares stating that they
dissapprove of a designated proposal, the proposal shall be deemed
approved. Any notice of disapproval shall segragate the items in the
Supply System proposal so that the exact items of difference are ident-
ified; items in the proposal not specifically disapproved shall be
deemed approved. Further, such notice of disapproval shall describe
in what particular the proposal or item is not consistent with Prudent
Utility Practice and recommend what would meet that standard.

(e) Upon receipt by Supply System of disapproval of a Supply
System proposal or a proposal by Committee members representing 20% ar
more of the Participants' Shares or, a proposal by Pacific, pursuant to
the Ownership Agreement, Supply System shall call a meeting of the
Committee and if appropriate, Pacific, and shall not less than seven days
prior to the date of such meeting, deliver a copy of such disapproval
or proposals to each Committee member and, if appropriate, Pacific.
If at such meeting any Supply System proposal is approved by Committee
members representing 80% or more of the Participants' Shares and, if
appropriate, by Pacific, the Supply System proposal shall be deemed
approved. If such approval is not so obtained, then Supply System,
Committee members representing 20% or more of the Participants' Shares
or, if appropriate, Pacific may submit one or more proposals to the
Project Consultant for review pursuant to Section 16.

(f) Review by the Participants' Committee referred to in
Subsection (e) above shall be based solely on whether the proposal is
consistent with Prudent Utility Practice.

(g) Supply System shall consider the recommendations of the
engineering, accounting, legal and professional personnel engaged by
Participants' Committee to monitor and audit the Projects, to make
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periodic reports to the Committee and to perform such other reasonable
services as may aid the Committee in the performance of its review
functions and shall change the reasonable costs of any such services
to such Project. Supply System shall pay such expenses and costs

from the revenues of such Project or from Bond proceeds.

(h) Supply System shall submit the following additional
Matters relating to the Projects to the Participants' Committee for
reccmmendation and may proceed on such Matters only upon approval by
Participants holding 80% or more of the Participants' Shares:

Substantial change of the site of a Project in conformity
with Section 2.3 of the Bond Resolution.

Substantial change of the type or supplier of a nuclear
steam supply system or turbine generators.

Extension of insurance to any additional unit or
generating project.

Elective Capital Additions to a Project exceeding
$2,000,000 in any Contract Year.

(i) Supply System shall submit the Matter of a change of
the type of steam supply system to the Participants' Committee for
recommendation and may proceed on such Matter only upon unanimous
approva! by Participants.

16. Project Consultant.

(a) T.. Project Consultant shall be selected by agreement of
Supply System, Committee members representing agreement of Supply
System, Committee members representing 20% or more of the Participants'
Shares and submitting a proposal or a disapproval pursuant to Section
15, and, if appropriate, Pacific. If agreement cannot be reached upon
selection of the Project Consultant, within ten days after the meeting
referred to in Section 15(e) or such additional time as agr:zed to by
the above, then any such party may request the Chief Judge of the
United States District Court for the Western District of Washington
to appeint the Project Consultant.

If any Project Consultant so appointed fails, or is
unable, to act or serve until a decision is rendered, his successor
shali be appointed by agreement as pruvided herein, or by said Judge,
as the case may be, who made the original appointment.

(b) Unless otherwise st'pulated in writing by the parties to
the proceeding, the Project Consultant shall commence a hearing within
ten days after his appointment, shail conduct the proceeding expedi-
tiously and shall render its decision within 30 days after the close
of such hearing. The Project Consultant may receive any evidence .hat
in its opinfon will enable it to arrive at a fair and correct decision.
The Project Consultant shall decide whether the Matter proposed by
Supply System is in accordance with Prudent Utility Practice. If the
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Project Consultant decides in the affirmative, the Supply System shall
proceed as proposed by it. If the Project Consultant determines the
Supply System's proposal is not in accordance with Prudent Utility
Practice, it shall then consider the proposals of Pacific, if appropriate,
and Conmittee members representing 20% or more of the Participants'
Shares in the order designated by Supply System and determine if such
proposal is in accordance with Prudent Utility Practice. If the
Project Consultant determines any such proposal is in accordance with
Prudent Utility Practice, Supply System shall proceed with such pro-
posal and any reamaining proposals shall not be considered. If tue
Project Consultant determines that none of the proposals conform with
Prudent Utility Practice, it shall dismiss all proposals.

(c) If any proposal or item referred to the Project Consul-
tant has not been resolved and will affect the continuous operation of
;hejrespective Project, Supply System shall continue to operate the

roject.

17. Obligations in th> Event of Default.

(a) Upon failure of the Participant to make any payment in
full when due under this Agreement or to perform any obligation herein,
Supply System may make demand upon the Participant, and if said failure
is not cured within 10 days from the date of such demand it shall con-
stitute a default at the expiration of such period.

(b) If the Participant in good faith disputes the legal
validity of said demand, it shall make such payment or perform such
obligation within said 10 day period under protest directed to Supply
?ys;em. Such protest shall specify the reasons upon which the protest

s based.

(c) 1If the Participant is a municipal coporation, upon
default on the part of any other such Participant(s) which is a municipal
corporation the Participant's Share shall be automatically increased
for the remaining term of this Agreement pro rata with that of other
such nondefaulting Participant(s? to the extent that such defaulting
Participant(s) fails or refuses for any reason to perform its obliga-
tions under its Participants' Agreement, and the Participant's Share of
such defaulting Participant(s) shall be reduced correspondingly; provided,
that the sum of all such increases for the Participant pursuant to s
Subsection shall not exceed, without consent of the Participant, an
accumulated maximum of 25% of the Participant's Share.

(d) If the Participant is not a municipal corporation, upon
default on the part of any other such Participant(s) which is not a
municipal corporation, the Participant's Share shall be automatically
increased for the remaining term of this Agreement pro rata with that of
other such nondefaulting Participant(s) to the extent that such de-
faulting Participant(s) fails or refuses for any reason to perform its
obligations under its Participants' Agreement, and the Participant's
Share of such defaulting Participant(s) shall be reduced correspondingly;
provided, that the sum of all such increases for the Participant pur-
suant to this Subsection shall not exceed, without consent of the Par-
ticipant, an accumulated maximum of 25% of the Participant's Share.
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(e) If the Participant shall fail or refuse to pay any amounts
due to Supply System hereunder, the fact that other Participants have
assumed the obli?ation to make such payments shall not relieve the Par-
ticipant of its 1iability for such payments, and the Parti-ipants
assuming such obligation, either individually or as a member of a group,
shall have a right to recovery from the Participant. Supply System or
any Participant as their interests may appear, jointly or severally, may
commence such suits, actions or proceedings, at law or in equity,
including suits for specific performance, as may be necessary or appro-
priate to enfore the obligations of this Agreement against Participants,
which obligations shall include reasonable attorneys' fees in all trial
and appellate courts,

18. Replacements, Repairs, Betterments and Capital Additions.

(a) Whenever the aggregate costs of (i) betterments or cap-
ital additions either necessary to achieve design capability, to improve
operating reliability or to reduce unit power costs or required by
?ovcrnmnntal agencies and (ii) replacements or repairs exceeds $3,000,000

"Betterments and Repairs") for any Plant for any Contract Year as esti-
mated by Supply System, relating to a Plant which has become contin-
uously vperable, Supply System shail submit to the Participants' Com-
mittee its plan, including but not limited to a financing plan and
budget of expenditures for each such Betterments and Repairs; provided,
that if such estimated aggregate cost of any such Betterments and
Repairs exceeds 20 percent oi the then depreciated value of the Plant,
members of the Participants' Committee representing 80% or more of the
Participants’' Shares may direct that Supply System proceed to end the
Project in accordance with Section 13 and as to Nuclear Project No. 5,
the Ownership Agreement. If Supply System and the Participants' Com-
mittee cannot agree upon such estimated costs, such estimated costs
shall be referred to and determined by the Project Consultant, If the
Participants' Committee does not so direct Supply System to proceed to
end the Project within 90 days from the date such estimated costs have
been so agreed upon or determined, Supply System shall proceed with its
plan and budget of expenditures for such Betterments and Repairs. Each
such plan and budget, or updated or amended budget, relating thereto
shall be submitted to the Participants' Committee and shall become
effective at the time and in the manner provided in Section 8.

(b) If in any Contract Year the amounts for costs of con-
struction in the applicable Annual Budget for Betterments and Repairs
{(less the amount of applicable reserves, if any, as provided in the Bond
Resolution plus the proceeds of insurance, if any, available by reason
of loss or damage to one or more Projects) exceed by 10% the applicable
Annual Budget less such costs, and not including such reserves and
insurance proceeds, Supply System in good faith shall use its best
gffo;ts :o issue and sell Bonds to pay such excess in a~cordance with

ection 4,
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19. Energy Program.

(a) Supply System may expend not to exceed Fifty Million
Dollars (350.000.000{ of the proceeds of the Bonds pursuant to Section
6.12 of the Bond Resolution (the "Energy Program Proceeds") for studies
and surveys necessary or appropriate to enable the Participants to
determine the best method of scrvin? the prospective needs of their
customers for power and energy, including planning, engineering, siting,
environmental, financial and economic studies and surveys relating to
generation and non-generation alternatives, basic data collection,
research, resources evaluation and work necessary to comply with the
Sta;o gnvironnontal Policy Act (Revised Code of Washington, Chapter
43.21C).

(b) Supply System may also expend Energy Program Proceeds
for the design and engineering work necessary or appropriate to estab-
1ish the economic, environmental, regulatory and technical feasibility
of a specific energy resource and, incidental thereto, such expenditures
may include the necessary costs of options for acquisitions of equipment,
fuel and land, or rights thereto, and the costs of preparation, and
presentation to proposed participants, ~f the environmental documents
and agreements necessary or approp-iate to finance such resource.

(¢) Prior to any expenditures of Energy Program Proceeds
Supply System shall prepare and deliver to the Participants' Committee
a budget describing the items of expenditure and the estimated amounts
to be expended therefor in each quarter and shall obtain approval of
such budget by Committee members representing 80% or more of the Partici-
pants' Shares. Supply System shall prepare, and obtain such approval
for, any amended budget recessary to reflect any substantial changes
in such expenditures, prior to making such expenditures.

A monthly budget report shall be prepared by Supply
System and delivered to the Participants' Committee showing by contract
or major account the cumulative amounts committed and the cumulative
amounts expended.

(d) Any agreements ("Purchase Agreements") entered into for
the purchase and sale of shares of power and energy of any project
developed with any Energy Program Proceeds shall contain the require-
ments that:

(1) In the event that such a project is terminated
before proceeds of bonds or notes sold to finance such project are
received by Supply System, the purchasers under the Purchase Agreements
shall be obligated to pay any amounts expended or committed from Erergy
Program Proceeds for the project after the effective date of said
Purchase Agreements plus the amount of any interest paid or accrued
by Supply System on the portion of Energy Program Proceeds expended for
a project, such amounts to be due within five years after the date of
termination.

22,
(H-28)

Amendment 39
April 1977



WNP-3 & WNP-5

(i1) In the event that proceeds of bonds or notes secured
by Purchase Agreements for such project are received by Supply System,
Supply System shall apply an amount from such bond or note proceeds
equal to the amount expended from Energy Program Proceeds for the project
plus the amount of any interest paid or accrued by Supply System on
the portion of Energy Program Proceeds expended for a project, as pro-
vided in Cubsection (iii) below.

(1i1) Supply System shall expend any amounts paid it
under Subsections (i) and (ii) above to reduce the costs of construction
or operation of the Projects, or pursuant to and subject to the limita-
tions of this Section or for other proposes permitted by the Bond
Resolution.

(e) Supply System convenants and agrees that is will enter
into Purchase Agreement for any project developed with Energy Program
Proceeds and proceed to issue and sell bonds or notes to finance such
projects as soon as reasonably practicable.

(f) Supply System shall reserve or cause to be reserved for
each Participant a share (the "Reserved Share") of the power and energy
of any project developed with any Energy Program Proceeds. The Reserved
Share of the Participant shall be equal to a fraction having (i) a denom-
inator represented by the estimated amount of growth in power and energy
requirements for all statutory preference customers of Ronneville for
the five year period ending on the June 30 preceding the estimated date
of continuous operation of such project and (ii) a numerator represented
by the estimated amount of such growth of the Participant. Such esti-
nates shall be provided by each such preference customer, subject to
approval by the Participants' Committee.

(a) The Reserved Share of each Participant shall be made
available by Supply System under a form of Purchase Agreement which
will treat all Participants for whom power and energy are reserved
hereunder on equal terms.

(h) Except as otherwise provided in this Section, the form
of Purchase Agreement and all other matters reasonably required to imple-
ment this Section shall be governed by rules adopted by Supply System
and approved by members of the Participants' Committee representing 80%
or more of the Participants' Shares.

(1) Supply System shall use its best efforts promptly to
secure a written waiver from each of its members to any preference right
that the member may have under and pursuant to RCW 43.52,380 to purchase
an amount of such reserved capability or output in excess of that pro-
vided for in this Agreement. The execution of this Agreement by a Par-
ticipant who is a member of Supply System constitutes such waiver.
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20. Uranium Bearing Lands Acquisition.

(a) Supply System may expend not to exceed $45,000,000 of
the proceeds of the Bonds pursuant to Section 6.13 of the Bond Resolu-
tion (the "Uranium Lands Proceeds") for (i) the identification and
acquisition of uranium bearing lands, or any rights in or to such
lands, including basic data collections, research, resources evaluation
and other preliminary stuc.es and work necessary or incidental thereto,
and (ii) the design, engineering and other preliminary work or studies
necessary or incidental to estatlish the economic, environmental, regu-
latory and technical feasibility of the extraction and processing of
the uranium resources of such acquired uranium bearing lands, including
but not limited to the preparation of necessary and appropriate planning,
geological, engineering, mining, environmental, financial, economic
and other preliminary surveys and studies, necessary to comply with
the State Environmental Policy Act (Revised Code of Washington, Chapter
43.21C) and including any environmental documents and agreements nec-
essary or appropriate to finance such extraction and processing.

(b) Prior to any expenditures of Uranium Lands Proceeds
Supply System chall prepare and deliver to the Participants' Committee
a budget describing the items of expenditure and the estimated amounts
to be expended therefor in each quarter and shall obtain approval of
cuch budget by Committee members representing 80% or more of the Partici-
pants' Sharec. Supply System shall prepare, and obtain such approval
for, any amended budget necessary to reflect any substantial changes
in such expenditures, prior to making such expenditures.

A monthly budget report shall be prepared by the Supply
System and delivered to the Participants' Committee showing by contract
or major account the cumulative amounts committed and the cumulative
amounts expended.

(c) Supply System shall make available to the Projects at
its cost of development any uranium resources developed with any Uranium
Lands Proceeds; provided that, subject to the approval of members of
the Participants’ Committee representing 80% or more of the Participants'
Shares, Supply System, after making such provision as it deems necessary
for the Projects, may make available all or any part of such resources,
upon such *erms and conditions as it may determine, to the Supply System's
ownership interest in any of its other existing or future nuclear gen-
erating projects, to any system of Supply System relating to nuclear
fuel, to Pacific for its ownership share in Nuclear Project No. 5 or to
others. In the event of a disposition of uranium resources pursuant to
this Section, including to the Projects, Supply System shall charge not
less than an appropriate allocation of the amounts expended from the
Urainium Lands Acquisition Fund for such resources. Supply Sy:.em shall
deposit in the Uranium Lands Acquisition Fund created pursuant to the
Bond Resolution all monies received for such charges and such amounts
shall be used by Supply System pursuant to and subject to the limita-
tions of this Section or to reduce the costs of construction or opera-
tion of the Projects.
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21. Modification and Uniformity of Agreements.

(a) This Agreement shall not be binding upon one of the
parties hereto if i% is not binding upon the other party hereto, but
this Agreement shall not be subject to termination by any party under
any circumstances, whether based upon the default of the other party
under this Agreement, or any other instrument, or otherwise, except
as specifically provided in this Agreement.

(b) This Agreement shall not be amended, modified, or cther-
wise 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, the premium, if
any, on the Bonds as they respectively become payable as 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 Participants' Agreement is amended or replaced so
that it contains terms and conditions different from those contained in
this Agreement, Supply System shall notify the Participant and upon
timely request by the Participant shall amend this Agreement to include
similar terms and conditions.

22. Designation of Bonneville

The Participant may designate Bonneville as its agent to per-
form its obligations under Sections 6, 7, 9 and 10 but such designation
shall not affect any of Participant's obligations hereunder.

23. Approval by Rural Electrification Administrator
ang Other iggncfes.

If the Participant is a party to an agreement or other instru-
ment pursuant to which approval of this Agreement by the Administrator
of the Rural Electrification Administration is required as listed in
Exhibit A, this Agreement shall not be binding upon any of the parties
until it shall have been approved by him or his delegate. If Partici-
pant is a party to any other agreement or instrument pursuant to which
approval of this Agreement by any agency is required and Participant so
notifies Supply System prior to Supply System's execution of this Agree-
ment, this Agreement shall not be binding upon any of the parties until
it shall have been approved by any such agency.

24. Notices.

Any notice, demand, approval, proposal, protest, consent,
direction or request provided for in tnis Agreement to be delivered,
given or made to a Participant shall be deemed delivered, given or made
on the date delivered in writing, in person or deposited in the United
States mail by registered or certified mail, postage prepaid, return
receipt requested, addressed to the person and at the address designated

25,
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herein or in writing filed with the other Party. Any party may change
such designation, at any time and from time to time, by giving notice
to the other party as above provided. The address of the Supply System

{ is: Managing Director, Washington Public Power Supply System, P. 0.
Box 968, Richland, Washington 99352.

25. Relationship to Other Instruments.

It is recognized by the parties hereto that Suppiy System in
the ownership, construction, acquisition and operation of the Plants
must comply with the requirements of the Ownership Agreement relating
tu WPPSS Nuclear Project No. 5, the Bond Resolution, and all licenses,
permits and regulatory approvals necessary for such ownership, construc-
tion, acquisition and operation, and it is therefore agreed that this
Agreement is made, and referrals to or any review or other action by
the Participants' Committee hereunder shall be subject to the terms
and provisions of the Ownership Agreement, the Bond Resolution and all
such licenses, permits, and regulatory approvals.

Except as to the obligations under Sections 6 and 9 of the
Option and Services Agreement, this Agreement supersedes such Agreement.

26. Severability.

Notwithstanding the provisions of Sections 19 and 20 or any
provision of this Agreement relating to the review, determination,
approval, disapproval or other action by the Participants' Committee
or Project Consultant, it is, nevertheless, understood and agreed that
the essential purpose of the Participant entering into this Agreement
is to obtain from the Supply System its Participant's Share in order to
serve its customers in the future. Accordingly, if any section, para-
graph. clause or provision of this Agreement (including Sections 19 or

0 or any provision of this Agreement relating to any review, determi-
nation, approval, disapproval, or any other action, by the Participants’
Committee or Project Consultant or its application to any Plant, Project
or entity) shall be finally adjudicated by a court of competent juris-
diction to be invalid or unenforceable, the remainder of this Agreement
or its application to any other Plant, Project or entity shall be
unaffected by such adjudication and all of the remaining provisions of
this Agreement or its application to any other Plant, Project or entity
shall remain in full force and effect as though such section, paragraph,
clause or provision or any part thereof so adjudicated to be invalid
had not been included herein.

The parties agree that any event or ccndition which may occur
which delays or prevents the construction or operation of one of the
Plants shall not delay the construction of the other Plant.

26.
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27. Assignment.

(a) This Agreement shall inure to the benefit of, and shall
be binding upon, the respective successor:c and assigns to this Agree-
ment; provided, however, that neither this Agreement, nor any interest
herein, s be transferred or assigned by Supply System to any entity
without consent of Participants representing 80% of the Participants'
Shares, or transferred or assigned by the Participant if (i) in the
opinion of counsel to Supply System such assignment or transfer would
adversely affect the exemption from federal income taxation of the
interest on the Bonds to the holders thereof or (ii) Supply System
determines such assignment or transfer would adversely affect the oper-
ation of the Plants.

{b) No assignment of this Agreement, or any interest herein,
by the Participant shall relieve it from any obligations hereunder.

(¢) Upon request by the Participant, Supply System will use
its best efforts to secure arrangements to dispose of all or any portion
of the power and energy, inciuding capability, to which the Participant
is entitled under this Agreement, first, to entitities in the Pacific
Northwest region, and second, to any other entitities; Supply System
shall credit to the Participant's acccount any sums received by it
pursuant to such arrangements.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement
this day of , 1976.

WASHINGTON PUBLIC POWER
SUPPLY SYSTEM

ATTEST:

By
Title Managing Director
(SEAL)

Participant’'s Name

ATTEST:

By
Title “Title
(SEAL) Amendment 39
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TABLE OF PARTICIPANTS' PRELIMINARY SHARES

Districts

Public Utility District No. 1 of Benton County, Washington
Central Lincoln People's Utility District

Public Utility District No. 1 of Chelan County, Washington
Public Utility District Nc. 1 of Clallam County, Washington
Public Utility District No. 1 of Clark County, Washington
Clatskanie People's Utility District

Utility District No. 1 of Cowlitz County, Washington
Utility District No. 1 of Dougias County, Washington
Utility District No. 1 of Franklin County, Washington
Utility District No. 2 of Grant County, Washington
Utility District No. 1 of Grays Harbor County, Washington
Utility District No. 1 of Klickitat County, Washington
Utility District No. 1 of Lewis County, Washington
Utility District No. 1 of Mason County, Washington
Utility District No. 3 of Mason County, Washington

Pub'ic
Public
Public
Public
Public
*Public
Public
*Public
Public

Northern Wasco

Public
Public
Public
Public
Public

Vera Ir

County People's Utility District

Utility District No. 1 of Okanogan County, Washington
Utility District No. 2 of Pacific County, Washington
Utility District Nu. 1 of Pend Oreille County, Washington
Utility District No. 1 of Skamania County, Washington
Utility District No. 1 of Snonomish County, Washington
*Tillamook People's Utility District

rigation District No. 10

Public Utility District No. 1 of Wahkiakum County, Washington

Cities

City of
City of
City of
City of
City of
City of
City of
City of
City of
City of
City of
City of
City of
Town of
City of
City of

Bandon, Oregon

Blaine, Washington
Bonners Ferry, Idaho
Burley, ldaho

Canby, Oregon

Cascade Locks, Oregon
Centralia, Washington
Cheney, Washington
Coulee Dam, Washington
Drain, Oregnn
Ellonsbur?, Washington
Heyburn, Idaho

Idaho Falls, Idaho
McCleary, Washington
McMinnville, Oregon
Milton-Freewater, Oregon

Exhibit A
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Col. 1 ol. 2

.05460
.02868
.00828
.01476
.10596
.00840
.09816
.00012
.03144
.00624
.04740
.01056
.02172
.00168
.01044
.00348
.00732
.00912
.00432
.00276
.14028
.00840
.00276
00132

HTTHTTHTTHTTH

.00072
00072
.00204
.00204
.00564
.00072
.00708
00132
.00048
.00072
00672
00276
.00984
.00132
.01044
.00072

T
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City of Monmouth, Oregon

City of Port Angeles, Washington
City of Richland, Washington
City of Rupert, Idaho

City of Seattle, Washington

City of Springfield, Oregon
City of Steilacoom, Washington
City of Sumas, Washington

City of Tacoma, Washington

Cooperatives

Alder Mutual Light Company
*Benton Rural Electric Association
*Big Bend Electric Cooperative, Inc.
*Blachly-Lane lectric Cooperative Association
*Central Electric Cooperative, Inc.
Clearwater Power Company

*(olumbia Basin Electric Cooperative, Inc.
*Columbia Rural Electric Association, Inc.
*Consumers Power, Inc.
*Coos-Curry Electric Cooperative, Inc.
*Douglas Electric Cooperative, Inc.

Elmhurst Mutual Power & Light Company

Fall River kural Electric Cooperative, Inc.
Glacier Electric Cooperative

Hood River Flectric Cooperative, Oregon

*ldaho County Light & Power Cooperative Association, Inc.

*Inland Power & Light Company

*Footenai Electric Cooperative, Inc.

*Lane Electric Cooperative, Inc.

*Lincoln Electric Cooperative, Inc. Montana)
*Lincoln Llectric Cooperative, Inc, Washington)
*Lost River Llectric Cooperative, Inc.
*Lower Valley Power & Light, Inc.

*Midstate flectric Cooperative, Inc.
*Missoula Electric Cooperative, Inc.
*Nespelem Valley Electric Cooperative, Inc.
*Northern Lights, Inc.

Ohop Mutual Light Company
*Okanogan County Electric Cooperative, Inc.
*Orcas Power and Light Company

Parkland Light 2 Water Company

*Prairie Power Cooperative, Inc.

*Raft River Rural Electric Cooperative, Inc.
*Ravalli County Electric Cooperative, Inc.
Rural Electric Company

Salem Electric

Salem River Electric Cooperative, Inc.

A-2
(H-35)

.00204
.00504
02112
.00348
.11928
.01836
.00156
.00024
.11496

.00012
.00720
.00552
.00492
.01044
.00348
.00420
.00696
.01452
.00624
. 00552
.00624
.00696
.00192
.00324
. 00048
02412
.00696
.00828
.00048
.00204
.00144
.00900
.00756
.00624
.00048
.00552
.00096
.00048
. 00696
00144
.00096
.00420
.00252
.00096
.00492
.00096
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*Tanner Electric

*Umatilla Electric Cooperative Association
Unity Light and Power Company

*Vigilante Electric Cooperative, Inc.
*Wasco Electric Cooperative, Inc.

*Wells Rural Electric Company

*West Oregon Electric Cooperative, Inc.

.00108
.03840
.00144
.00312
.00144
.00043
.00144

1.20000

*Approval of Agreement by Rural Electrification Administration required.
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EXHIBIT B
DESCRIPTION OF PLANTS
WASHINGTON PUBLIC POWER SUPPLY SYSTEM

Nuclear Project No. 4

The Vashington Public Power Supply System's Nuclear Project No. 4
comprises a nuclear generating plant and associated facilities having
an installed nameplate rating of approximately 1,250 MW. The Project
will be located within the United States Energy Resources and Develop-
ment Administration's Hanford Reservation in Benton County, Washington,
about 2.5 miles west of the Columbia River at river mile 352 in Section
3, 4, 33 and 34, Townships 11 North and 12 North, Range 28 East, Willa-
mette Meridian, Benton County, State of Washington, such site being
about 0.7 miles east and 0.3 miies north of the Washington Public Power
Supply System Huclear Project No. 2 presently under construction, about
12 miles north of the City of Richland, Washington.

Nuclear Project No. 5

The Washington Public Power Supply System's Nuclear Project No. 5
comprises a nuclear generating plant and associated facilities having
an installed nameplate rating of approximately 1,240 MW. The Project
will be located in Section 17 of Township 17 North, Range 6 West,
Willamette Meridian, Grays Harbor County, State of Washington, about 3
miles south of Satsop, Washington, and about 17 miles east of Aberdeen,
Washington.

Exhibit B
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 5
AGREEMENT
PACIFIC POWER & LiGHT COMPANY
and
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(Ownership Agreement)

(H-38)
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT MO. 5
AGREEMENT
PACIFIC POMWER &dLIGHT COMPANY
an
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
(Ownership Agreement)
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THIS IS AN AGREEMENT between WASHINGTON PUBLIC POWER SUPPLY SYSTEM,
a municipal corporation of Washington, herein called Supply System, and
PACIFIC POWER & LIGHT COMPANY, a Maine Corporation, herein called
Pacific; each individually called Party, and collectively called the
Parties.

RECITALS

On September 17, 1973, the Parties, and other investor-owned utility
corporations, entered into an Ownership Agreement pursuant to RCW 54.44,
as amended, for the undivided ownership of a nuclear plant for the gen-
eration of electricity of approximately 1,100 megawatts net electric
capacity and related facilities and property, all comprising a project
designated as Washington Public Power Supply System Nuclear Project No.

3 (Project No. 3), and for the planning, financing, acquisition, con-
struction, operation and maintenance thereof.

Thereafter, Supply System acquired a site in the State of Washington
for such project and has proceeded with the performance of said Owner-
ship Agreement by way of entering into certain contracts relating to
Project No. 3, filing applications for required licenses and permits to
construct, operate and maintain said project and taking other actions as
provided in said Ownership Agreement.

Pursuant to Section 25 of said Ownership Agreement, Supply System
has decided to construct and operate, jointly with Pacific, on the Plant
Real Property (defined herein), an additional nuclear generating unit
consisting of a nuclear plant of approximately 1,240 megawatts net
electric capacity and related facilities and property, all comprising a
project to be known as the Washington Public Power Supply System Nuclear
Project No. 5 (hereinafter called and defined as the Project), under
terms and conditions substantially similar to those set forth in said
Cwnership Agreement.

In order to achieve the economies of scale, the Parties now enter
into the following Ownership Agreement (hereinafter called the Project
No. 5 Ownership Agreement) pursuant to RCW 54.44, as amended, for the
undivided ownership of the Project and for the planning, financing,
acquisition, construction, operation and maintenance thereof.

Supply System is organized under the laws of the State of Washington
(RCW 43.52) and authorized by law to construct, acquire, operate and
maintain works, plants and facilities for the generation and/or transmission
of electric power and energy, including capability. Pacific is an
investor-owned electric utility corporation subject to regulation by the
states of Oregon, Washington, Wyoming, Idaho, Montana and California.

Amendment 39
L. April 1977
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A1l as hereinafter provided: Each Party shall own a percentage of
the Project and shall furnish a like percentage of the money or the
value of property for the acquisition and construction thereof, and
shall own and control a like percentage of the electrical output thereof.
Each Party shall defray its own interest and other payments required to
be made or deposited in connection with any financing undertaken by it
to pay its percentage of the money furnished or value of property :
supplied by it for the planning, acquisition, construction and operation
of the Project, or any additions or betterments thereto, a uniform
method being provided her.in for determining and allocating operation
and maintenance expense of the Project.

NOW, THERCFORE, the Parties mutually agree as follows:

1. Definitions. The singular of any term in this Agreement
shall encompass the plural, and the plural the singular, unless the
context indicates otherwise.

(a) "“Annual Costs" means all Project costs, except Fuel Costs,
included in any budget or revised budget of Annual Costs which has been
approved or incurred under Section 8(b), and allocable to (1) Operation
and Maintenance Expense Accounts as such accounts are described in the
Uniform System of Accounts, (2) elective capital additions made pur-
suant to Section 18, and (3), beginning on the Date of Continuous
Operation, repairs, renewals and replacements necessary to assure design
capability, and modifications, betterments and additions required by
governmental agencies. Annual Costs shall also include an appropriate
allocation of Supply System administrative and general costs. Credits
relating to such costs shall be applied to Annual Costs when received.

(b) "Bonneville" means the Bonneville Power Administration, a
bureau of the Department of the Interior of the United States of
America.

(c) "Contract Year" means the period commencing on the Date of
Continuous Operation and ending at 12 midnight on the following June 30,
and thereafter r.eans the 12-month period commencing each year at 12
midnight on June 30, except that the last Contract Year shall end on
the date of termination of this Agreement.

(d) "Costs of Construction” means all costs allocable to the
planning, acquisition and construction of the Project and of making
it ready for operation (excluding Fuel Costs and allowance for funds
used during construction (interest during construction)), after giving
appropriate consideration to credits relating to costs of construction,
sales of salvage materials and interest received on monies deposited
in the Construction Trust Account referred to in Section 6 hereof.
Without limiting the generality of the foregoing such costs shall
include:

- Amendment 39
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(1) Preliminary investigation and development costs, engi-
neering, contractors' fees, labor, materials, equipment and supplies,
operator and other personnel training, testing, legal costs and all
other costs properly allocable to construction.

(2) A1l costs of insurance obtained pursuant to Section 13(a)
hereof and applicable to the period of construction.

(3) A1l costs relating to injury and damage claims arising
out of the construction of the Project less proceeds of insurance main-
tained in accordance with Section 13{a) hereof.

(4) A1l Federal, state and local taxes and payments in lieu
of taxes legally required to be paid in connection with the construc-
tion of the Project, except any tax or payment in lieu of taxes assessed
or charged directly against any individual Party unless such tax or pay-
ment was assessed or charged to the individual Party on behalf of the
Project.

(5) The cost of all services, including an allocation of
administrative and general expenses, performed by or at the request
of Supply System which are directly applicable to Project construction.

(6) An appropriate allocation of administrative and general
costs of Supply System applicable to Project construction to the extent
such costs are not otherwise chargeable pursuant to this Subsection (d).

(f) "Date of Continuous Operation" means the date fixed by Supply
System when the Project is ready to be operated and its output scheduled
on a commercial basis.

(g) "Fuel" means nuclear fuel and rights relating thereto.

(h) "Fuel Costs" means all costs attributable to the supply, trans-
portation, storage, processing, installation and reprocessing of Fuel,
including all direct labor costs related thereto and an appropriate
allocation of administrative and general costs, but excluding allowance
for funds used during construction. Credits relating to Fuel shall be
applied to Fuel Costs when received.

(i) "Matter" means any subject, or any aspect thereof, arising
out of or relating to the interpretation of performance of this Agree-
ment, including any proposal that may be made by a Party.

(j) "Minimum Capability" means the minimum electrical generating
capability of the Project determined by Supply System but not less than
the minimum generation permitted by the manufacturer's recommendations
or by the terms of the NRC operating license, whichever is higher.

(k) "NRC" means the United States Nuclear Regulatory Commission
and such successor agencies as shall have responsibility for licensing
or regulating nuclear electric generating plants.

3. Amendment 39
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(1) "Ownership Share" means the percentage specified in Section 2
or such percentage adjusted pursuant to Sections 16(b) and 22(b).

(m) "Participants" means the entities which have entered into
the Participants' Agreements with the Supply System described in
Section 4(a).

(n) "Plant Real Property" means real property, or any rights in
or to real property, heretofore or hereafter acquired a. _.he site for
Project No. 3 and any additional real property or rights in or to such
real property which may be acquired as the site for the Project. A
description of the Plant Real Property will be attached as Exhibit A
when determined pursuant to Section 3(j) (i) of the Project No. 3
Ownership Agreement.

(o) "Project" means the nuclear generating plant and related pro-
perty known as the Washington Public Power Supply System Nuclear Project
No. 5 as described in Exhibit B. Exhibit B may be revised from time to
time by mutual agreement of the Parties.

(p) "Project Capability" at any time means the actual net elec-
trical generating capability of the Project at such time.

(q) "Prudent Utility Practice" at a particular time means any of
the practices, methods and acts, which, in the exercise of reasonable
judgment in the light of the facts (including but not limited to the
practices, methods and acts engaged in or approved by a significant
portion of the electrical utility industry prior thereto) known at the
time the decision was made, would have been expected to accomplish the
desired result at the lowest reasonable cost consistent with realiability,
safety and expedition, Prudent Utility Practice shall apply not only to
functional parts of the Project, but also to appropriate structures,
landscaping, painting, signs, lighting, other facilities and public
relations programs reasonably designed to promote public enjoyment,
understanding, and acceptance of the Project. Prudent Utility Practice
is not intended to be limited to the optimum practice, method or act, to
the exclusion of all others, but rather to be a spectrum of possible
practices, methods or acts. In evaluating whether any Matter conforms
to Prudent Utility Practice, Supply System and any Project Consultant
chosen pursuant to Section 4 hereof shall take into account:

(i) The fact that Supply System is a municipal corporation
and operating agency under the laws of the State of Washington, with
prescribed statutory duties and responsibilities; and

(ii) The objectives to integrate the Project Capability with
the generating resources, primarily of the Participants and Pacific,
including such resources and electric power and energy purchased under
contract, and secondarily of the Federal System, and to achieve optimum
utilization of the resources and achieve efficient and economical oper-
ation of each system, primarily as to the Participants and Pacific and
secondarily as to the Federal System.

Amendment 39
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(r) "Uniform System of Accounts” means the Federal Power Commission
Uniform System of Accounts prescribed for public utilities and licenses
in effect on January 1, 1970 as amended to September 17, 1973.

2. Ownership and Waiver of Partition. (a) The Project shall pe
owned by the Parties as tenants in common, with each Partv's respectiive
undivided interest being in the following percentage {Ownership Share),
except as modified pursuant to Sections 16(b) and 22:

Percentage
Party Ownership Share
Supply System 90%
Pacific 10%

(b) Each Party promptly and with all due diligenge shall take a]]
necessary actions and seek all regulatory approvals, licenses and permits
necessary to carry out its obligations under this agreement.

(c) So long as the Project, or any part thereof as originally con-
structed, reconstructed or added to, is used or useful for the genera-
tion of electric power and energy, or to the end of the period permitted
by applicable law, whichever first occurs, the Parties waive the right
to partition whether by partition in kind or sale and division of the
proceeds thereof and agree that during said time they will not resort to
any action at law or in equity to partition and further that for said
time they waive the benefit of all laws that may now or hereafter
authorize such partition of the properties comprising the Project.

(d) The duties, obligations and liabilities of the Parties are
intended to be several and not joint or collective, and none of the
Parties shall be jointly or severally liable for the acts, omissions, or
obligations of any of the other Parties. No provision of this agreement
shall be construed to create an association, joint venture, partnership,
or impose a partnership duty, obligation or liability, on or with regard
to any one or more of the Parties. No Party sh=11 have a right or power
to bind any other Party without its or their express written consent,
except as expressly provided in this agreement.

(e) Each Party and its designees shall have the right to go upon
and into the Froject at any time subject to the rules and regulations of
public authorities having jurisdiction thereof and to the necessity of
efficient and safe construction and operation of the Project, but

Supply System shall have possession and control of the Project for all
the Parties.

(f) In order to provide unified management of the Project, Pacific
authorizes and designates Supply System, and Supply System agrees to
act, as its agent, to construct, operate and maintain the Project under
the terms of this Agreement. The Parties agree that such acency rela-

tionship shall not be changed without unanimous written consent of the
Parties.
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(g) In construction and operation of the Project, each Party
shall act without compensation other than reimbursement of costs and
expenses as provided herein.

3. Approvals of Pacific. (a) Supply System shall keep Pacific
informed of all significant Matters with respect to planning, construc-
tion, operation or mainterancc of the Project (including without Timi-
tation, plans, specifications, engineering studies, environmental docu-
ments, budgets, Fuel Plans, estimates and schedules) and when practicable,
in time for Pacific to comment thereon before decisions are made, and
shall confer with Pacific during the development of any of Supply System's
proposals regarding such Matters when practicable to do so. Upon request
of Pacific, Supply System shall furnish or make available to it, with
reasonable promptness and at reasonable times, any and all other infor-
mation relating to the planning, construction, operation or maintenance
of the Project.

The Parties shall meet regularly, but not less often than once in
each calendar quarter.

(b) Supply System shall submit each of the Matters listed below to
Pacific for approval; provided that, no approval by Pacific under this
Agreement shall be required as to any Matters relating to the Project
which are the same as to Project No. 3 and approved by the Committee
established by, and pursuant to the provisions or such Matters as are
determined by the Special Board under Section 4 of such Agreement.

Determination of Minimum Capability (Section 1(j)).
Construction budgets and changes therein (Section 5).

Any increase in the working fund in the Construction Trust
Account (Section 6(b)).

Budgets of Annual Costs (Section 8(a)) and revisions thereof
(Section 8(b)).

Any increase in the working fund in the Operating Trust
Account (Section 9(bj).

Fuel Plan, changes therein and determinations relating thereto
as provided in Section 10.

Scheduled outages as provid.. in Section 11(c).

Insurance coverage, including limits and choice o insurers
(Section 13).

Estimate of cost of repair or damage to the Project (Section
16(a)) if in excess of $1,000,000, and estimate of the value of the
Project without repair (Section 16(b)).

Sales of salvage materials in excess of such minimum amount as
is agreed to by the Parties.

6 Amendment 39
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Determination of appropriate administrative and general allo-
citions for Annual Costs, Costs of Construction and Fuel Costs.

(c) A1l proposals of Supply System relating to Matters regarding
the nlanning, construction, operation or maintenance of the Project
submitted to Pacific under any provisions of this Agreement shall include
itemized cost estimates and other detail sufficient to support a compre-
hensive review, including, but not limited to, a copy of all supporting
reports, analyses, recommendations or other documents pertaining thereto.

(d) If any Matter submitted to Pacific under subsection (b) above
is not approved within 30 days after the original submittal to Pacific,
or within such longer time as the Parties may agree to, then Pacific
shall specify in a written statement its reasons for declining approval,
and shall also state therein what alternative is acceptable to it.

Such statement shall be submitted to the Supply System within 10 days
after expiration of such 30-day period or such longer period as the
Parties may agree to.

Immediately after receipt from Pacific of the written state-
ment pursuant to the preceding paragraph, Supply System may refer the
disputed Matter to the Project Consultant for a decision pursuant to
Section 4 of this Agreement. If Supply System elects not to do so and
does not submit an alternative proposal, or if pursuant to Section
8(b) Supply System continues to operate the Project without an approved
budget of Annual Costs, Pacific may refer such matter to the Project
Consultant for decision pursuant to Section 4.

(e) Supply System shall submit the following Matters to Pacific
and shall not proceed without the approval of Pacific:

(i) Change in site of the Project.

(i) Change in type of steam supply system.

(ii1) Change in method of heat disposition.

(iv) Award of contracts for changed type or supplier
of steam supply system and turbine generators.

(v) Change of architect-engineer.

(vi) Elective capital additions to the Project.

(vii) Change of construction manager.

Pacific hereby approves: (i) the site of the Project des-
cribed in Exhibit B hereto, (ii) the selection of Ebasco Services,
Incorporated as architect-engineer and construction manager for the
Project, (iii) the award of the contracts for the nuclear steam supply
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system and the turbine-generators to Combustion Engineering Co. and
Westinghouse Electric Co., respectively, and all other contracts listed
as awarded in the initial Construction Budget delivered to Pacific pur-
suant to Secticn 5; and (iv) the selection of evaporative cooling towers
as the method of heat disposition.

4. Project Consultant. (a) Except as otherwise provided in
this Agreement, either Party (the "notifying Party") may refer any
Matter which fails to receive the required approval of Pacific to a
Project Consultant for decision by serving notice on the other Party.
Such notice shall specify in reasonable detail the Matter to be sub-
mitted to the Project Consultant and the Party's position on the Matter.
Within ten (10) days after such notice is given the other Party shall
deliver a notice to the notifying Party stating its position on the
Matter to be submitted and within five days thereafter Supply System
and Pacific shall agree to such consultant.

IT any proposal submitted by Sunply System to Pacific or the
Participants' Committee or submitted by Pacific or by the Participants'
Committee to Supply System pertains to a matter which requires both the
approval of the Participants' Committee and Pacific, and if the proposal
is not approved by Supply System, Pacific and the Participants' Committee,
and the Participants' Agreements and this Agreement provide for the
appointment of a project consultant to resolve such matters, then the
procedure for the resolution of the matter shall be that set forth in
Sections 15 and 16 of the Participants' Agreements and this procedure
shall supersede the procedure set forth in Subsections (b), (c) and (d)
of this Section.

As used in this subsection, "Participants' Agreements" means
the agreements to which Supply System is a party and containing provi-
sions substantially in the form of Sections 15 and 16 of the agreements
entitled "Washington Public Power Supply System Nuclear Projects Nos.

4 and 5 Participants' Agreement" (a draft of which dated April 15, 1976,
is on file with Pacific? and "Participants' Committee” means the com-
mittee established pursuant to Section 15 of said agreements.

(b) If Supply System and Pacific fail to agree upon the appoint-
ment of the Project Consultant within the time specified above, any
Party, after three days' notice to the other Party, may apply to the
Chief Judge of the United States District Court for the Western District
of Washington, for appointment bv him of the Project Consultant. Such
judge shall be requested to appoint an individual of national reputa-
tion having demonstrated expertise in the field of the Matter submitted
to the Project Consultant.

(c) If any Project Consultant so appointed fails, or is unable,
to act or serve until his decisicn is rendered, his successor shall be
appointed by the Parties or by said Judge, as the case may be, who made
the original appointment.
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(d) Unless otherwise stipulated in writing by the Parties, the
Project Consultant shall commence a hearing within ten days after its
appointment, shall conduct the proceeding expeditously and render itS'
decision within thirty days after the close of such hearing. The Project
Consultant may receive any evidence that in its opinion will enable it
to arrive at a fair and correct decision. The Project Consultant shall
decide whether the Matter proposed by Supply System is in accordance
with Prudent Utility Practice. If the Project Consultant decides in the
affirmative, Supply System shall proceed as proposed by it; if in the
negative, Supply System shall not so proceed. The decision of the
Project Consultant shall be final and conclus've.

(e) Pacific may submit any proposal to Supply System which con-
firms with Prudent Utility Practice and the requirements imposed on
Supply System under Subsection 3(c) by serving a copy of it on Supply
System. Within 15 days after receipt of such proposal, Supply System
may <:bmit one or more written alternative proposals. Such an alterna-
tive proposal may be that the Project continue to be constructed, oper-
ated and maintained, as the case may be, as previously planned; failure
of Supply System to submit a written proposal to Pacific or to the
Project Consultant shall be treated for all purposes of this section

4(e) as if Supply System had submitted a written alternative proposal to
such effect.

[f the Parties do not agree on a proposal within sixty days,
any Party may submit itc proposal to a Project Consultant to be appointed
pursuant to Sections 4(a) and (b). Such Consultant shall then consider
Supply System's proposal and determine if its proposal is in accordance
with Prudent Utility Practice. If the Project Consultant so determines
Supply System shall proceed accordingly and Pacific's proposal shall be
dismissed. If such Consultant determines Supply System's proposal is
not in accordance with Prudent Utility Practice it shall then consider
the proposal of Pacific and determine if such proposal is in accordance
with Prudent Utility Practice. If the Project Consultant determines
such proposal is in accordance wi*h Prudent Utility Practice, Supply
System shall proceed with the proposal. If the Project Consultant
determines that none of the proposals conform with Prudent Utility
Practice, it shall dismiss all proposals.

(f) The costs of the proceeding hereunder, including compensation
for the Project Consultant and the reasonable costs incurred by each
Party in connection with the proceeding, shall be Costs of Construction
or Annual Costs, as appropriate.

8. Construction Budget. An initial budget effective January 1,
19/¢, setting forth the preliminary estimate of amounts expected to be
expended for Costs of Construction in each month for calendar year 18°7
and each quarter thereafter to the completion of construction has been
submitted by Supply System to Pacific with an estimated cash flow
schedule for each of said months anud quarters; said initial budget and
schedule are hereby approved. By October 1 of each year until comple-
tion of construction, Supply System shall submit to Pacific for approval
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an updated budget and cash flow schedule, supported by detail adequate
for the purpose of comprehensive review, describing the items of Costs
of Construction and of the amounts expected to be expended therefor in
each month during the next twenty-four months and each quarter there-
after until completion of construction. Construction budget and cash
flow schedules shall be changed by Supply System from time to time as
necessary to reflect substantial changes in construction schedules,
plans, specifications or costs, and when so changed shall be submitted
to Pacific for approval.

6. Construction Payments. (a) Supply System shall establish a
separate trust account (Construction Trust Account) in a bank located in
the State of Washington and having qualifications meeting 211 require-
ments imposed upon depositories for any of the Parties. Moneys for
Costs of Construction of the Project shall be deposited therein and,
except as provided in Section 19, Supply System shall withdraw and apply
funds therefrom only as necessary to pay Costs of Construction.

(b) Upon the date of execution and delivery of this Agreement each
Party shall pay into the Construction Trust Account its Ownership Share
of a working fund of $100,000 and Pacific shall pay to Supply System
Pacific's Ownership Share of the Costs of Construction, Fuel Costs and
allowance for funds used during construction, and incurred by Supply
System to such date. If Supply System proposes any larger amount of
such working fund it shall submit its proposal to Pacific for approval.
Thereafter each Party shall continue to maintain its Ownership Share of
such furd in the amount stated, or in such larger amount as may be
approved by the Parties.

(c) Except as otherwise agreed to by the Parties, Supply System
will, at Teast seven days prior to the date set for a meeting of Supply
System's Board of Directors or Executive Committee, give Pacific a
schedule of the Costs of Construction and reimbursement of the working
fund expected to be paid on the Monday following such meeting if held on
Friday, or on the next business day if such meeting is held on any other
day, and each Party shall deposit its Ownership Share of the amounts to
be paid in the Construction Trust Account on the day of such payment,
whether or not such amounts are specified in the budget.

(d) Upon completion of the Project, acceptance thereof by Supply
System and settlement of all the obligations relating to construction,
Supply System shall close the Construction Trust Account and distribute
to Pacific its Ownership Share of any balance remaining.

7. cOnstructiont Licensing, Operation and Maintenance. (a)
Supply System shall take whatever action is necessary or appropriate to
seek and obtain all licenses, permits and other rights and regulatory
approvals necessary for the construction, operation and maintenance of

the Project, on behalf of itself and Pacific.
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(b) Supply System shall prosecute construction of the Project in
accordance with Prudent Utility Practice, NRC licensing requirements,
any applicable Federa! or state laws and regulations thereunder, and
plans and specifications for the Project prepared or recommended by
the Project architect-engineer and so as to schedule the Date of Con-
tinuous Operation as near as may be to April 1984.

(c) Supply System shall operate and maintain the Project in
accordance with Prudent Utility Practice, giving due consideration to
the recommendations of Pacific and the manufacturer's warranty require-
ments.

(d) Supply System shall operate and maintain the Project in such
a manner as to meet the requirements of the NRC and other government
agencies having jurisdiction in any given Matter, to safeguard the
health and safety of persons and safety of property, and, as necessary
in the normal course of business. to assure the continued operation and
maintenance of the Project.

(e) Supply System shall award contracts for the construction,
operation and maintenance of the Project in a manner designed to result
in the least over-all cost consistent with standards of high quality.
Contracts may be lump sum or unit price, and may also contain incentive
and liquidated damages clauses. Supply System shall advertise for bids
and award contracts or reject all bids after appropriate evaluation and
review in accordance with applicable laws of the State of hashington;
provided, however, that prior to making commitments thereon Supply
System shall submit to Pacific for approval each proposed contract
gwggdoor change order, in either case, for any amount in excess of

500,000.

8. Annual Costs -- Budgets. (a) At least four months prior to
the expected Date of Continuous Operation, Supply System shall submit
to Pacific for approval a budget of the Annual Costs, except Fuel Costs,
but including administrative and general expenses relating to operation
and Fuel, for each month from the expected Date of Continuous Operation
to the end of the next succeeding Contract Year. Thereafter, by April
1 of each year, Supply System shall submit to Pacific for approval a
similar budget for the next two succeeding Contract Years, which budget
shall take into account the cumulative difference between payments into
and expenditures from the Operating Trust Account established pursuant
to Section 9 hereof up to the preceding April 1 and provide for restora-
tion, as necessary, of the working fund. Each budget of Annual Costs
shall be supported by detail adequate for the purpose of comprehensive
review and shall show, among other things, staffing allocations and
services of ine Parties and Capital Additions.

11.
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(b) The effective budget of Annual Costs shall be changed as
necessary to reflect changed circumstances, and when such changed cir-
cumstances become known, and prior to expenditure of any funds not con-
templated in the effective budget of Annual Costs (except as otherwise
provided hereafter in this subsection), Supply System shall submit
promptly a revised budget to Pacific for approval. Unbudgeted expendi-
ture made by Supply System in an emergency or to protect the safety of
persons or property shall be Annual Costs as incurred. Other expendi-
tures necessary in the normal course of business for the continued
safe operation and maintenance of the Project, which are made by Supply
System prior to Pacific's approval of a budget of Annual Costs, or a
revision thereof, shall be Annual Costs as incurred.

9. Operating Trust Account. (a) Supply System shall establish
a separate trust account (Operating Trust Account) in a bank located in
the State of Washington and having qualifications meeting all require-
ments imposed upon a depositary for any of the Parties. Each Party
shall deposit therein its payments on account of Fuel Costs determined
pursuant to Section 10(e) in funds available for withdrawal by 10:30
a.mi on the business day payments are to be made by Supply System for
Fuel Costs.

(b) Prior to the Date of Continuous Operation each Party shall
deposit in such Account its Ownership Share of a working fund in the
amount of $50,000. If either Party proposes any different amount it
shall submit its proposal to the other Party for approval. All moneys
received by Supply System under the terms of this Agreement, except
Costs of Construction and receipts related to Construction, shall be
deposited in such Account.

(c) At the request of Supply System, each Party shall deposit
as required in the Operating Trust Account such Party's Ownership Share
of the portion of Annual Costs to be paid by Supply System.

10. Fuel. (a) Supply System shall arrange for Fuel in amounts
so that each Party may utilize its Ownership Share of the Project in a
manner which such Party estimates will be best suited to its individual
system needs. Except, as otherwise provided by Fuel Plans approved by
Pacific and subject to approval by Supply System, Pacific may arrange
for Fuel in amounts sufficient to enable it to utilize its Ownership
Share of the Project.

(b) Pacific hereby apprnves the ten-year Fuel management plan,
dated July 18, 1975, a copy of which is on file with Pacific. By
April 1 of each year until the Date of Continuous Operation, Supply
System shall prepare and submit to Pacific for approval a ten-year
Fuel management plan (Fuel Pian). Each year thereafter, the Fuel Plan
shall be submitted with each budget of Annual Costs beginning with the
first such budget. Each Fuel Plan shall be prepared after considera-
tion of the Fuel supply arrangements, power generating requirements
and other operations aspects of the Project.
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Supply System shall consult with Pacific, and shall prepare the
Fuel Plan consistent with Subsection 10(a). Each Fuel Plan shall des-
cribe in detail each contemplated action and payment and the dates
thereof, as well as core usage and design burnup, and estimated fueling
dates. It shall include a cash flow analysis of forecasted expenditures
and credits for each Party 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.

Pacific shall furnish to Supply System, as requested, forecasts of
its generation requirements from the Proiect. Supply System shall use
such forecasts in preparing each Fuel Plan. Supply System shall amend
the Fuel Plan as reasonably required to reflect changes in conditions
unforeseen at the time the Fuel Plan was prepared, and shall submit such
amended Fuel Plan to Pacific for approval. Supply System shall secure
Fuel and refuel the Project in a manner which implements the Fuel Plan
to the extent reasonably practicable.

(c) The forecasted generation requirements of each party shall be
at least suffic.ent to insure operation at Minimum Capability to the

Forecast Refueling Date unless a Party has arranged, pursuant to Subsection

11(d) for the deliverv of alternative capacity and energy to the Party
requesting operation.

(d) At the time of each fueling, Supply System shall submit to
Pacific for approval its determination of (i) the next fueling date
(Forecast Refueling Date), (ii) the kilowatt-hours of net energy avail-
able to each Party to the Forecast Refueling Date (Energy Entitlement),
(i11) the cost per kilowatt-hour of its Energy Entitlement, and (iv) the
outage schedule for maintenance. Each Party's Energy Entitlement shall
equal as nearly as practicable such Party's forecasted generation
requirements. Supply System shall periodically review such determina-
tions with Pacific, revise such determinations as necessary and submit
them to Pacific for approval.

(e) Each Party shall pay its share of the amounts of Fuel Costs as
appropriate to the Fuel Plan and at the time required by Section 9(a).

Each Party shall have the right to make whatever arrangements it
may desire, whether by lease, security transaction, or otherwise, for
the discharge of its Fuel payment obligation so long as such arrange-
ments do not impair the rights of any other Party. Supply System shall
disburse each payment relating to Fuel, when due, from the Operating
Trust Account.

(f) Each Party shall receive appropriate net Fuel recovery credits,
as determined by Supply System.

(g) Any Party may require that the Forecast Refueling Date be
advanced or delayed and/or may use the Energy Entitlement of the other
Party if such Party (1) makes arrangement for delivery of alternative
capacity and energy at the Project point of delivery equivalent to the
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amount of capacity and energy which would have been available to the
other Party from its Ownership Share of Project Capability if the Fore-
cast Refueling Date had not been advanced or delayed or such Energy
Entitlement had not been used by the requiring Party, or (2) makes other
arrangements acceptable to the affected Party, including, but not Timited
to, payments for Fuel used or making a portion of such Party's Ownership
Share of Project Capability availabie for use by such other Party;
E:gyided. however, that neither the advancing or delaying of the Forecast
efueling Date nor the use of the other Party's Energy Entitlement shall
(i) adversely affect the availability of capacity and energy to which
the other Party otherwise wo'1d have been entitied from the Project, or
(ii) adversely affect the other Party's costs for such capacity and
energy.

(h) After reprocessing of a Fuel batch removed from the core,
Supply System shall make a detailed final accounting of all costs, pay-
ments and energy allocable to Pacific. Such final accounting shall
stipulate any credits or deficits due Pacific, including any provisional
settlements made. Supply System shall submit such data to Pacific for
approval, after which the Parties will settle accounts within 30 days or
as otherwise agreed.

11. Scheduling. (a) Within the constraints of Section 10 and
this Section 11 eacﬁ Party shall be entitled to receive, as scheduled by
it, all or any part of its Ownership Share of the Project Capability.
Supply System's dispatcher promptly shall notify Pacific of any signi-
ficant change in Project Capability.

(b) By 4:00 p.m. on each regular working day, Pacific shall submit
its hourly schedule for the following day to Supply System's dispatcner
except that Pacific shall submit its hourly schedule for a holiday,
Saturday, Sunday, and for the first following regular working day by
4:00 p.m. on the regular working day immediately preceding. Pacific may
make changes therein a* any time; provided, however, that if the total
requested changes in the level of operation of the generating plant
requires a rate of change in excess of that prescribed either by the
manufacturer's warranty or in the NRC operating license, each Party
whose scheduled rate of change is in excess of its Ownership Share of
the prescribed 1imit shall be limited proportionately so that the total
rate of change does not exceed the prescribed rate of change.

(c) Supply System shall schedule generating plant outages other
than fueling outages and submit same to Pacific for approval as to the
time and duration thereof as far in advance as practicable. Notwith-
standing the foregoing, Supply System may shut the generating plant down
to meet the requirements of NRC or other governmental agencies having
jurisdiction or to avoid hazard to the Project or to any person or
property.
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(d) Except as otherwise provided herein, each Party shall schedule
energy from the Project in such a manner that its Energy Entitlement is
adequate to maintain such Party's Ownership Share of Minimum Capability
until the next Forecast Refueling Date; provided, however, that a Party
may require that the Project not be operated during any period by
arranging for delivery of alternative capacity and energy at the Project
point of delivery to the Party requesting operation equivalent to the
amount of capacity and energy which would have been available to such
Party for its Ownership Share of Project Capability during such period,
and such requesting Party shall pay the supplying Party a percentage of
the amount of incremental savings which the requesting Party realizes
from the displacement of energy from the Project, which percentage and
amount of savings shall be as agreed by the Parties involved; provided
further that requiring non-operation of the Project will not (1) adver-
sely affect the availability of capacity and energy to which the other
Party otherwise would have been entitled from the Project, or (ii)
adversely affect the other Party's costs for such capacity and energy.

If fulfilling the schedules submitted by Pacific would require
operation of the Project at an operating level below the Minimum Cap-
ability, Supply System's dispatcher shall immediately notify Pacific.
Unless otherwise agreed by the Parties as provided in the preceding
paragraph, the Party whose schedule is greater than its Ownership Share
of such Minimum Capability shall take energy as provided by such sche-
dules, and the other Party shall schedule and take the remainder of such
Minimum Capability.

(e) When testing of plant facilities requires generation, each
Party shall make provision for acceptance of its Ownership Share of such
generation. Supply System will notify Pacific of test schedules as far
in advance as practicable.

(f) Supply System shall arrange for Project station use and
losses, ggpvided that if Supply System cannot do so Pacific shall
arrange for 1ts Ownership Share of such energy to be delivered to the
Project.

12. Accounting. (a) Supply System shall keep up-to-date booxs
and records showing all financial transactions and other arrangements 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. Such books and records shall be
retained by Supply System for ten years or such longer period as either
Party is required to keep such records by any regulatory agency having
jurisdiction and shall be made available for inspection and audit by
Pacific at any reasonable time.

Any contract with any consultant or contractor of Supply System
providing for reimbursement of costs or expenses of any kind shall

require the keeping and maintenance of books, records, documents, and other

evidence pertaining to the costs and expenses incurred or claimed under
such contract to the extent and in such detail as will properly reflect
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all costs related to this Agreement and shall require such books, records,
documents and evidence to be made available to Pacific at all reasonable
times for review and audit for a period of three years after final
settlement of the applicable contracts. Pacific shall have the right

to examine and copy all plans, specifications, bids and contracts

relating to the Project.

(b) A1l accounts shall be kept so as to permit conversion to the
system of accounts prescribed for electric utilities by the Federal
Power Commission. The allocation of costs by Supply System between
costs of Construction and Annual Costs pursuant to this Agrement shall
be binding cn the Parties for purposes of this Agreement, but the manner
in which accounts are kept pursuant to this Agreement is not intended
to be determinative uf the manner in which they are treated in the books
of account of the Parties.

(c) Supply System shall by the 15th of each month supply to
Pacific a complete, itemized account of all deposits in and withdrawls
from the trust accounts during the previous month, together with an
itemization of the basis for reimbursement made to Supply System from
such accounts during such month. Supply System shall cause all books
and records to be audited promptly by independent Certified Public
Accountants of national reputation acceptable to Pacific at approximately
annual intervals and at such time as such accounts are closed. Copies
of such audits shall be supplied to Pacific.

13. Insurance. (a) Supply System shall procure at the earliest
practicable time and thereafter maintain in force for the benefit of the
Parties as named insured and with losses payable to the Parties as their
respective interests shall appear, such insurance coverage for the con-
struction, cperation, maintenance and repair of the Projects as Pacific
may appreve pursuant to Section 3(b), but not less than shall be required
under the contract executed with the Project architect-engineer, and
not less than will satisfy the requirements of the Atomic Energy Act
of 1954 (as amended), (including all NRC regulations in effect from time
to time thereunder), and conform to Prudent Utility Practice.

(b) Pacific may request additional insurance to the extent avail-
able, and Supply System shall purchase such requested insurance at the
expense of Pacific. The proceeds from such requested insurance shall
be disbursed as directed by Pacific.

14, Liabilities; Waiver of Subrogation. (a) Each of the Parties
releases the other Party, its agents and employees from any claim for
loss or damage, including consequential loss or damage, arising out of
the construction, operation, mainte~=' ce, reconstruction, and repair
of the Project due to negligence, in..uding gross negligence, but not
any claim for loss or damage resulting from breach of any contract
relating to the Project, including this Agreement, or for willful or
wanton misconduct.
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(b) Any loss, cost, liability, damage and expense to the Parties
or any Party, other than damages to any Party resulting from loss of
use and occupancy of the Project or any part thereof, resulting from
the construction, operation, maintenance, reconstruction or repair
of the Project and based upon injury to or death of persons or damage
to or loss of Project property and property of other parties, to the
extent not covered by collectible insurance, shall be charged t> Cost
of Construction or Annual Costs, whichever may be appropriate.

(c) Each Party shall cause its insurers to waive any rights of
subrogation against the other Party, its agents and employees, for
losses, costs, damages or expenses arising out of the construction,
operation, maintenance, reconstruction or repair of the Project.

15. Uncontrollable Forces. No Party shall be considered to be in
default in the performance of any of the obligations hereunder. other
than obligations of any Party to pay its Ownership Share of costs and
expenses, if failure of performance shall be due to uncontrollable
forces. The term "uncontrollable forces" shall mean any cause beyond
the controi of the Party affected and which, by the exercise of reason-
able diligence, the Party is unable to overcome, and shall include but
not be limited to an act of God, fire, flood, explosion, strike, sabo-
tage, an act of the public enemy, civil or military authority, including
court orders, injunctions, and orders of government agencies with
proper jurisdiction prohibiting acts necessary to performance hereunder
or permitting any such act only subject to unreasonable conditions,
insurrection or riot, an act of the elements, failure of equipment, or
inability to obtain or ship materials or equipment because of the effect
of similar causes on suppliers or carriers. Nothing contained herein
shall be construed so as to require a Party to settle any strike or
labor dispute in which it may be involvea. Any Party rendered unable
to fulfill any obligation by reason of uncontrollable forces shall
exercise due diligence to remove such inability with all reasonable
dispatch.

16. Damage to the Project. (a) If the Project suffers damage
resulting from causes other than ordinary wear, tear or deterioration
to the extent that Supply System's estimate of the cost of repair is
less than 20% of the then depreciated value of the Project, and if the
Parties do not unanimously agree that the Project shall be ended pur-
suant to Section 22, Supply System shall promptly submit a revised con-
struction budget or budget of Annual Costs, as appropriate, and shall
proceed to repair the Project, and each Party shall pay as budgeted,
into the appropriate trust account, its Ownership Share of the cost
of such repair.

(b) If the Project suffers damage to the extent that Supply
System's estimate of the cost of repair exceeds 20% of the then depre-
ciated value of the Project, Supply System shall determine the estimated
fair market value of the Project if it is then terminated without repair.
Thereafier, each Party which, within 60 days gives notice in writing to

17.

(H=57) Amendment 39
April 1977



WNP-3 & WNP-5

the other Party of its desire that the Project be repaired, shall pay
into the appropriate trust account, as budgeted in a revised budget,
that part of the to.al cost of repair in the proportion that its Owner-
ship Share bears to the total of the Ownership Shares of all Parties
giving such notice. If only one of the Parties has given such notice,
the Ownership Share of the other Party shall be reduced at the end of
each month thereafter to the extent determined by the following formula:

S.=8§ v
e VT
where
V = Estimated fair market value of the Project if it is terminated
without repair

C = Actual expenditures for Repair
So = Ownership Share prior to loss
Sr = Reduced Ownership Share

At the same time, the amount of such reduction shall be added to the
Ownership Share of the Party giving such notice.

(c) If the Project suffers damage to the extent that Supply System's
estimated cost of repair exceeds 20% of the then depreciated value of
the Project and no Party gives the notice provided in Section 16(b), the
Project shall be ended pursuant to Section 22.

(d) For the purposes of this Section 16, the depreciated value
of the Project at any time shall be based on the original cost of the
Project, plus additions and less retirements, depreciated on a straight-
line basis using a composite life of 35 years.

(e) Supply System shall submit each of the estimates referred to
in this Section to Pacific for its approval pursuant to Section 3(b).

17. Default. (a) Upon failure of a Party to make any payment
when due, or to perform any obligation herein, the other Party may make
written demand upon said Party, and if said failure is not cured within
10 days from the date of such demand it shall constitute a default at
the expiration of such period.

(b) If a Party in good faith disputes the legal validity of said
written demand, it shall make such payment or perform such obligation
within said 10 day period under written protest directed to the other
Party. Such protest shall be in writing and shall specify the reasons
upon which the protest is based. Payments not made by the defaulting
Party pursuant to said written demand may be advanced by the other
Party and, if so advanced, shall bear interest until paid, at the
highest lawful rate. Upon resolution of such dispute, then any pay-
ments advanced or made between the Parties, as in this Section provided,
shall be adjusted appropriately.
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(c) In addition to the rights granted in this Section 17, the
nondefaulting Party may take any action, in law or equity, including
an action for specific performance, to enforce this Agreement and to
recover for any loss, damage or payment advances, including attorneys'
fees in all trial and appellate courts and collection costs incurred
by reason of such default.

18. Elective Capital Additions. Renewals and replacements not
necessary to assure design capability, and betterments and additions
not required by governmental agencies, shall be made after the Date of
Continuous Operation only upon unanimous approval of the Parties.

19. Investment. Jupply System shall use its best efforts to
invest funds in the Construction Trust Account or in the Operating
Trust Account in legally issued obligations of the United States or
the State of Washington, or in other obligations in which Supply System
is authorized to invest. The net proceeds for such investments shall
be deposited in the accounts from which they came and credited to the
Parties in their respective Ownership Shares.

20. Assignments. This Agreement shall be binding upon and shall
inure to the benefit of successors and assigns of the Parties; Brovided.
however, that no transfer or assignment of other than all of a Party's
interest in the Project and under this Agreement to a single entity
shall operate to give the assignee or transferee the status or rights
of a Party hereunder. Except as provided in Section 16 of this Agree-
ment, the undivided interest (or a portion thereof) of any Party in the
Project, the property, real or personal, related thereto, and under
this Agreement may be transferred and assigned as set out below but not
otherwise; provided that so long as Supply System retains its Ownership
Share in the Project, no interest, except as a security interest, in
the Project shall be sold or assigned pursuant to Subsections (b)
through (f) in this Section to an entity not authorized by RCW 54.44,
as amended, to participate and enter into agreements with an operating
agency for the undivided ownership of common facilities:

(a) To any mortgagee, trustee, or secured Party, as security
for bonds or other indebtedness of such Party, present or future;
such mortgagee, trustee or secured Party may realize upon such
security in foreclosure or other suitable proceedings, and succeed
to all right, title and interests of such Party;

(b) To any corporation or other entity acquiring all or
substantially all the property of the Party making the transfer;

(¢) To any corporation or entity into which or with which
the Party making the transfer may be merged or consolidated;

(d) To any corporation or entity, the stock or ownership
of which is wholly owned by the Party making the transfer;

19.
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(e) To any corporation or entity in a single transaction
constituting a sale and lease back to the transferor cr assignor;

(f) To any other person, provided that the Party shall first
offer to transfer or assign such interest to the other Party in
the amount of and on terms and conditions not less advantageous
than those which it is willing to accept for a transfer or assign-
ment to such other person. Such offer shall remain open for a
reasonable period but not less than three months.

(g) Transfer or assignment shall not relieve a Party of any
obligation hereunder except to the extent 2qreed to in writing by
the other Party. Any interest or assignment permitted by subsec-
tions (b) through (f) of this section 20 is express.y conditioned
upon the transferee or assignee assuming the obligations of the
transferring or assigning Party under this Agreement.

21. Training. Supply System shall carry out a familiarization
and training program to maintain adequate staffing in connection with
the construction, operation and maintenance of the Project and the
expenses thereof shall be part of the Costs of Construction or Annual
Costs as appropriate. Pacific shall be entitled to have employees pre-
sent at the Project for purposes of training, subject to reasonable
rules to be established by Supply System. Any increase in the Costs
of Construction of Annual Costs resulting from such training shall be
borne by Pacific.

22. End of Project. (a) When the Project can no longer be made
capable of producing electricity consistent with Prudent Utility Prac-
tice or the requirements of governmental agencies having jurisdiction
or is no longer licensed by the NRC, or when the Project is ended pur-
suant to Section 1€, Supply System shall sell for removal all salable
parts of the Project exclusive of Fuel to the highest bidders. After
deductina all costs of ending the Project, including, without limiting
the generality of the foregoing, the cost of decommissioning, razing
all structures and disposing of the debris and meeting all applicable
requirements of law, Supply System shall close the appropriate trust
accounts and, if there are net proceeds, distribute to each Party its
Ownership Share of such proceeds. Supply System shall liquidate the
Fuel, and after making all required payments and receiving all due
receipts, shall disburse the proceeds to the Parties as their interests
appear. In the event such costs of ending the Project exceed avail-
able funds, each Party shall pay its Ownership Share of such excess
as incurred.

(b) (i) If one of the Parties is rendered incapable of proceeding
with its obligations hereunder by reason of one or more of the condi-
tions listed below, which condition is beyond the ability of such party
to remedy by reasonable means within a reasonable time, the other Party
may, within ninety (90) days after notice by a Party of the occurrence
of the condition, elect to proceed with the Project without the disabled

20, Amendment 35
(H-60) April 1977
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Party; provided, however, that is such disabled Party is proceeding
with a]E due diligence to remove such disability, the election shall
not be made until 90 days after final order or othe- final disposition
of the matter; provided further, that if delay would cause substantial
additional costs to be incurred if the election were so postponed, the
electing Party may proceed as necessary to avoid or minimize delay,
preserving the rights of the disabled Party until final order or other
final disposition. The conditions are:

1. Inability to finance.

2. Failure to obtain necessary legal authorization, including
regulatory approvals.

(ii) Upon the election for any of the reasons set forth in (i)
above, the Party so electing shall promptly reimburse the non-eiecting
Party for its Cost of Construction, Fuel Costs and allowance for funds
used during construction, if any incurred hereunder; provided, however,
that such reimbursement shall not occur with regard to the disabled
Party until final order or other final disposition in the Matter con-
firming the disability. Upon such reimbursement, the non-electing
Party's interest in the Project and in this Agreement, and any related
rights or interest acquired by them hereunder, shall forthwith vest in
the electing Party.

23. Notices. Any notice, demand, approval or request or other
item provided for in this Agreement to be served, given or made in
connection therewith shail be deemed properly served, given or made
when given in person or deposited in the U.S. mail, registered or cer-
tified mail, postage prepaid, addressed to the person and at the
address designated in writing by the respective Party, as the case may
be. Either Party may at any time, anc from time to time, change its
designaticn of the person to whom notice shall be given by giving notice
to the other Party as hereinabove provided.

24. Provisions Relating to Delivery. Deliveries of electric
power and energy to the Parties shall be made at the point of delivery
and at the approximate voltage described below. Such electric power
and energy shall be in the fom of three-phase current, alternating at
a frequency of approximately 60 hertz. Amounts delivered at such point
during each month shall be determined from measurements made by the
meters, adjusted for losses as agreed upon by the Parties, installed to
record such deliveries at the place and in the circuits hereinafter
specifiea:

PROJECT POINT OF DELIVERY:

Location: the point agreed upon by the Parties where the 230 kv

or higher voltage facilities of the Project and those of Bonneville
or of a Party are connected; or, in the absence of such agreement,
at the Project site;

Amendment 39
21. April 1977
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Voltage: 230 kv or higher;

Metering: in the circuits over which such electric power and
energy will flow;

Adiustment: for losses between the point of metering and the
point of delivery.

25. Personal Covenants; Rule Against Restrictions on Alienation.
(a) Except for the Parties' mutual waiver of the right to partition
set forth in Subsection 2(c), all of the covenants and conditions herein
shall be personal to the respective Parties and not covenants running
with the land and shall be binding upon any Party which acquires any
right, title or interest of any Party in or to the Project or under this
Agreement, by assignment or in any other way.

(b) If the duration of any term or condition of this Agreement
shall be subject to the rule against restrictions on alienation or to
a similar or related rule, then the effectiveness of such term or condi-
tion shall not extend beyond (i) the maximum period of time permitted
under such rule or (ii) the specific applicable period of time expressed
in this Agreement, whichever is shorter. For purposes of applying the
rule against restrictions on alienation, or any similar or related rule,
the measuring lives in being shall be those of the officers and members
of the Board of Directors of Supply System listed by name on page 2 of
the Official Statement dated February 4, 1976, and relating t> Supply
System's Nuclear Project No. 1 Revenue Bonds, Series 1976A, a copy of
which is on file with the Parties, together with all such listed persons'
children who are living on the date of execution of this Agreement. As
used in this paragraph, the word "children" shall have its generally
accepted meaning of descendants of the first degree.

26. Determination of Costs Associated With Project and
Project No. 3. Costs soley attributable to the Project shall be charged

to the Project and costs solely attributable to Project No. 3 shall not
oe so charged.

Costs attributable to both the Project and Project No. 3 shall be
charged to the Project on the basis of the proportion of respective
benefits to the Project or, if such proportion is not determinable, on
the basis of an equal allocation between the Project and Project No. 3.

27. Construction of Agreement. This Agreement shall be construed
in accordance with the Taw of the State of Washington.

28. Additional Documents. Each Party, upon request by the other
Party shall make, execute and deliver any and all documents reasonably
required to implement the terms of this Agreement.

22. Amendment 39
( ) April 1977
H-62
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement

to be executed this 14 day of July » 1976.
(SEAL) WASHINGTON PUBLIC POWER SUPPLY SYSTEM
By /s/ J. J. Stein
Managing Director
ATTEST:
Seeretary President
(SEAL) PACIFIC POWER & LIGHT COMPANY

By /s/ Don C. Frisbee

(Title) press
ATTEST:
s/ Gerald K. Drummond
lTit‘e; Ass't Sec'y
23.
(H-63) Amendment 39

April 1977
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WASHINGTON PUBLIC POWER SUPPLY SYSTEM
NUCLEAR PROJECT NO. 5

The Washington Public Power Supply System's Nuclear Project No. 5
Iszzspected to have a net electrical plant capability of approximately
. MW.

It will be located on a site in Township 17 North, Range 6 West,
Willamette Meridian, Grays Harbor County, State of Washington, about
three miles south of the community of Satsop, Washington, and about
17 miles east of the City of Aberdeen, Washington, such site to be
described more particularly in Exhibit A.

The plant and associated facilities will include the site referred
to, a nuclear steam supply system, fuel and reactor coolant system with
all related containment structures, safety features, instrumentation,
control and auxiliary systems; turbine-generator, condensers and circu-
lating water cooling systems, facilities and piping; electrical and
mechanical systems and other related equipment and facilities; electri-
cal facilities required to deliver the output of the Project to the point
of delivery described in Section 24; and other structures, shops, ware-
houses, construction facilities, cffices, equipment or facilities required
in the construction, maintenance and operation of the Project.

EXHIBIT B
24,
(H-64)

Amendment 39
April 1977
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EXHIBIT T

1976 ANNUAL REPORTS
FOR
WASHINGTON PUBLIC POWER SUPPLY SYSTEM
PACIFIC POWER & LIGHT COMPANY
PORTLAND GENERAL ELECTRIC
PUGET SOUND POWER & LIGHT COMPANY
THE WASHINGTON WATER POWER COMPANY

Amendment 3$
April 1977



WNP-3 AND WNP-5
LICENSE APPLICATION
AMENDMENT NO. 39
INSTRUCTION SHEET

The following page removals insertions should be made to incorporate
Amendment No. 39 into the License Application.

Removed (Existing Pages) Insert (New Pages)
Title Pace Title Page
1 through 22 1 through 26

- Exhibit H, 64 Pages

- Exhibit I, Cover Sheet
5 Annual Reports
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Lt o

CALCULATIONS OF NET EARNINGS OF
INVESTOR-OWNED UTILITIES



;; i o Puget Sound Power & Light Company
et INDENTURE COVERAGE

B 7. 12 MONTHS ENCED UECEMGER 31, 1975

Lo (1) The net carnings for the 12 months ended Decenber 31, 1875,

o available for intcrest, are corputed as foliows:

Operating revenucs derived from the trust estate §161,735, 188

Operating crpenses opplicable to the trust estate:

| 0 & M Expense 78,734,197
E Depreciation 14,816,414
k Taxes other then FIT 12,28k .035

0

Jotal Exoense 110,834,761
Cpsrating income 50,500,455
Net earnings from other than Trust Estate (10 limit) 8,855,605

Net earnings eveilable for inilcrest

Annuel in.erect charges on bondad indebteciess

Indenture coverage 2,49
{
(2) The ennual irtercst charoes on boaded indebiledness are
computes on foullows:
$30,000.C02 principe! anount of First Fortgooc Eonds,
10-3/0." Serizs due 1083 . § 3,325,0
$25.003,000 principa? awount of First Mortgege Bonds,
3=1/2/. Series due 1, 34 £75.000
$30,000,000 srincioal ansunt of First Mortgags Bonds, 5
10,552 Serfes duee 1505 2155, B0
£40,000,008 principel emount of First Morigspe Bonas,
L«1/87 Series due 198€ ey B ST 4
§15,.000,652 principel ewount of First Mortgage Ponds,
h=5/87. Serice cue 1949) 693,758
40,006,000 nrincipa! omount »f First Mortgsge Ponds,
L=5/0, Series duz 1933 | ¥, 850,000
$15,000,000 principal awount of First rortgege Bonds, -
=374/ Serics cdue 104 512,530
$20,000,500 principal amount of First Mortoage Bonds,
G=1/4 Vories due 1996 L 060, Gl
€20,000,000 privcipe) dmount of First Portgsae Bonds,
G=5/L Sorivs due 1937 1,325 ¢
$20,000,000 principal arount of First Mortgege Bonds,
7=1 /2. Serigs deo 199D 1,600,108
629,703,000 priancipsl acount of Firct Mortgage Bunds,
i G=1/7: Series cue 20C0 2,821,508
. §30,000,000 principel amount of First Mortgege Bonds,
7=3/4 " Cerios duy 20V 2,335,002
§30,0C0,000 pringcipa’ ouount o1 First Murtcaoe Beads,
B3/ Series wuo 200% N - A



—

(3) Adgitiona! Firct Mortgege Bord Coverage for the
12 months ended December 31, 1675

Earnings avoilable for incenture coverage
Intercst to maintain two times coverage (line 1+ 2)
Annual interest on current M3

Available interest

Principle availeble at 107

8 90 e S
28 C. .0y
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PORTLAND GERERAL ELECTRIC CO.

TIMES INTEREST EARNED FOR THE
TWELVE MORTHS ENDED NOVEMBER 30,
1975, BASED ON THE INDIRTURE AGREEMENT,
AND A CALCULALICHN SHOWING THE
ADDITIONAL BONDING CAPACITY AT NOVEMBLR 30, 1975

($000's)
Gross Operating Revenues $174,351
Other Operating Income-Allowance for Funds
Used During Construction 21,699
Total Operating Income and Revenues 196,050
Opersting Expenses aund Taxes (Exclusive of
Income Taxes):
Operation 79,275
Maintenance 7,099
Depreciation ¥3.725
Taxes other than income taxes 16,65
Tota) Oprvatiug Expenrcs and Taxes
Net Ez:cnings Available for Interes. § 79,244
Annual Interest Charccs on Ponded Iudebtednass
at November 30, 1975 $ 29,615
Siamel s
Times Interent Earned 2,68
Additional Boading Cepncity at November 30,
1975 assuming a 10-1/2% Iaterest Rate (1) § 08,500

(1) For each 1/8% change in interest rate,
the additional bonding capacity will
change approximately §1,100,
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PACIFIC POWER & LIGHT COMPAWY

A net earnings certificate dated Januarv 26, 1976 is attached.
Based upon an assumed 10% interest rate, Pacific could issue
another $51.5 million of bonds:




PACIFIC POWER & LIGHT COMPANY

PUBLIC BERVICE BUILDING
PORTLAND, OREGON 97704

EARNING CERTIFICATE
Re Application No. 249 B-29

(Under “ections 7, 27, 28(6) and 121 of
Pacific Power & Light Company's
Mortgage and Deed of Trust)

The undersigned, John H. Geiger, a Vice President of Pacific Power

& Light Company (hereinafter called the Company), the corporation that exe-
cuted its Mortgage and Deed of Irust, dated as of July 1, 1947, to Guaranty
Trust Company of New York (now Morgan Guaranty Trust Company of New York)

and Oliver R. Brooks (R. E. Sparrow, successor), as Trustees as heretofcre
amended and supplemented (hereinafter called the Mortgage), . ! Karl Hoffmann,
, the Treasurer of the Company and an accountant (the period covered by this
Certificate not being a period covered by annual reports required to be filed
by the Company within iLhe purview of the fourth paragraph of Section T of the
Mortgage ), HEREBY CERTIFY as follows:

(A) That the Adjusted Net Earnings of the Company for a pericd of 12
consecutive calendar months within the 15 calendar months immedi-
ately preceding the first day of the month in which the Applica-
tion for the authentication and delivery under the Mortgage of
bonds now applied for is made, viz: for the 12 consecutive
calendar months ended October 31, 1975, were as follows:

(1) Its operating revenues, with the principal divisions therecf:

Electric $256,169,215.08
Steam Heating 2,549,239.58
Water 2,346,991.79
Total Operating Revenues ' $261, 065,446 .45

(2) 1ts operating expenses, with the principel divisions
thereof, including, but without limitation, all ex-
penses and accruals for repairs and maintenance and
all appropriations out of income for property retire-
ment not only in respect of the Mortgaged and Pledged
Property but also in respect of all other property
owned by the Company - (in lieu of including herein
the amounts actually appropriated out of income for
depreciation and retirement of the Mortgaged and

Pledged Property used primarily and principally in

the electric, gas, steam and/or water utility business
and of the automotive equipment of the Company used in
the operation of such properiy, there has been in-
cluded herein an amount fcor cach full calendar month



' Net Barning Certificate

Re Application No. 249 B-29
-2-

included in said period of 12 consecutive calendar
months equal to (i) one-twelfth of $1,150,000, plus
(11) one-twelfth of 2-1/4% of the gress charges to
plant account for additicns to the depreciable prop-
erty (other than additions consisting ~* property owned
by Northwestern Electric Company on April 30, 1947, end
acquired by the Company prior to July 1, 1947) included
in the Mortgaged and Pledged Properiy, used primarily
and principally in the electric, gas, steam and/or water
utility business, made subsequently to April 30, 1947,
and prior to the beginning of the calendar year within
wiiieh such calendar month is included, less (111) one-
twelfth of 2-1/k% of the gross ecredits to plant account
of the Company for retirement of depreciable property,
used primarily and principally in the electric, gas,
steam and/or water utility business, made subsequently
to April 30, 1647, and prior to the beginning of the
calendar year w.thin which such calendar month is in-
included, and less (iv) one-twelftn of 2-1/4% of the gross
credits to the plant account of Northwestern Electric
Company for retirement of depreciable properiy used
primarily and principally in the electric, gas, steam
and/or weter utility business, made subsequently to
April 30, 1947 (other than gross credits to the plant
account of Northwestern Electric Company for retirement
of depreciable properiy acquired by the Company prior
to July 1, 1947), in each case, excluding from plant
account any amounts included in utility plant acouisi-
tion adjustment accounts or utility plant adjustment
accounts or in any accounts for similar purposes):

Electric:
Power Purchased $28,931,999.13
Other Production 32,117,922.60
Transmission and Distribution 12,232,995.42
Customer & Sales Promotion 10, 46%,851.45
Administrative and General 18,538, 554 .1k
Maintenance 21,966,215.97

Other Utilities b, 355,612.89

An emount for depreciation and re-
tirement of the Mortgaged and
Pledged Property used primarily
and principally in the electric,
gass. stieam and/or water utility
busitess and of the Company's
automotive equipment used in the
operation of such property cal-
culated as set forth above less
expenses ($146,757.29) included
in precedin; items for retirement



Net Earning Certificate
Re Application No. 249 B-29

(5)

o3

of automctive equipment (in lieu
of the amounts actually appropri-
ated out of income for such purposes)$27,084,227.T4

Appropriation out of income for re-
tirement of cther property owned by
the Company None

Taxes other than income 22 225.

Total of such Operating Expenses

The amount remaining after deducting item
(2) from item (1) above

its rental expenses for plants or systems
not otherwise deducted herein from revenues
or from other income

The balance remaining after deducting item
(4) from (3) above

its rental revenues from plants or systems
not otherwise included herein in revenues,
or in other income (net)

The sum of items (5) and (6) above

Its other income (net)
The sum of items (7) and (8) above

The amount, if any, by which the aggregate
of (a) such other income (net), and (b)
that porticn of the amount stated in item
(7) above which, in the opinion of the
signers, is directly derived from the
operations of property (other than paving,
grading and other improvements to, under
or upon public highways, bridges, parks or
other public properties of analogous char-
actor)not subject to the Lien of the
Mortgage, at the date hereof, exceeds 15%
of item (9) albove - (to the extent that
item (7) above includes revenues from

the operation of property not subject to
the Lien of the Mortgage, there has been
included in this calculaticn such reason-
able interdepartmental or interproperty
revenues and expenses between the Mortgaged
and Pledged Property and the property not
subject to the Lien of the Mortgage as has
been allocated to such respective properties

by the Company). The atount of this item
(10) vas

$178,652,604.71

82,412,841, Tk

None

82,412,841, 74

None
82,412,841, 74
39,205, 959.82

1_21,618, 801.56

None
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Net Earning Certificate

Re Application No. 249 B-29

(11)

B

The Adjusted Net Earnings of the Company
for said Period of 12 consecutive calendar
months ended October 31, 1975, (being the
amount remaining after deducting Item

(10) from Item (9) above)

(B) That the Annual Interest Requirements, being the interest
requirements for 12 months are as follows:

(1)

(11)

(111)

(1v)

Upon all bonds Outstanding under the Mortgage at the
date hereof, except any for the refunding of which
the bonds applied for are to be issued

Upon all bonds now applied for in pending applications
including the Application in connection with which
this Certificate is made, viz:

Upon $75,000,000 principal amount
of the first Mortgage Bonds, 10%
Series due January 1, 2006

Upon all Qualified Lien Bonds which will be Outstand-
ing immediately after the authentication of the Bonds
now applied for in pending applications, including
the Application in connecticn with which this
Certificate is made, viz:

Rawlins Electric Company
Upon $124,000,00 principal
amount of First Mortgzage
Bonds, 6% Beries due 1977

Upon the principal amount of all

other indebtedness
(except indebtedness of $None for
the payment of which the bonds
applied for are to be issued and
indebtedness for the purchase,
payment or redemption of which
moneys in the necessary amount
have been deposited with or are
held by the Corporate Trustee or
the trustee or other holder of a
Qualified Lien or lien prior to
the Lien of the Mortgage, as amend-
ed and supplemented, upon property
subject to the Lien of the Mortgage,
with irrevocable direction so to
apply the same, any notice required
therefore having been given or having
been provided for to the satisfaction
of the Corporate Trustee),

$121,618,801.56

48,145, 668,75

7,500, 000.00

$ 7,440,00



Net Earning Certificate
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(c)

(p)

outstanling in the hands of the public on

the date hereof and secured by & lien

prior to the Lien of the Mortgage, @&s

amended and supplemented, upon property

subject to the Lien of the Mcrtgage, as

amended and supplemented, to the extent

said indebtedness has been assumed by

the Company or the Company customarily

pays the interest upon the principal

thereof None

Total of such Annual Interest Requirements ‘55.653,108.75

That $121,618,801.56, the Adjusted Net Earnings of the
Company for the 12 consecutive months ended Octcber 31,
1975, item (11) above, is at least equivalent to twice
355,653,108-75 such Annuasl Interest Requirements, item
(B) above;

That the persons making this Certificate have read, as
required by the provisions of Section 121 of the Mortgage,
the covenants and conditions contained in the Mortgage,
with respect to compliance with which this Certificate is
made ;

That the stetements made herein are based either on their
own personal knowledge or on information, data and reportis
furnished to them by the Officers, Counsel, department
heads cr employees cf the Company who have knowledge of
the pertinent facts involved;

That, in the opinion of the persons making this Certificate,
they have made such examination or investigation as is neces-
sary to enable them Lo express an informed opinion as to
vhether c¢r not such covenants and conditions have been
complied with; and i

That, in the opinion of the persons making this Certificate,
such conditions and covenants have been complied with.

WITNESS our hands this 28th day of January, 1976.

A i

\/y ce President

o -c“)l( it

Treas




ATTACHMENT 7(a)-1

RATE DEVELCPMENTS



Puget Sound Power & Light Company

ATTACHMENT FOR NUMBER 7a

RATE DEVELOPMENTS/~*

Granted™

Annual amount - test year basis (000's)
Percent increase

Effective date

Rate of return on rate base authorized
Rate of return on commecn equity authorized

Revenue Effect (000's)

Amount received in year granted - see note
Anount received in subsequent year

Pending Requests

Amount (000's)

Percent increase

Date filed

Date by which decision must be issued
Rate of return on rate base requested
Rate of return on common equity requested

* Provid® copies of latest rate order.

Electric Gas

22,877
19.92%
Nov. 1, 1974
8.5%
11.63%

247733

36,485
23.5%
Jan. 2, 1976
Nov. !, 1976
9.3% = 9.4%
13.0%

¥* Provige copies of the submitted testimony of the staff and company in the
last rate relief action or pending rate relief request.

Note:
Interim effective February 9, 1974
General effective November 11, 1974

8,399
2,564




ATTACIRINT FOR NUMBER 7 a
PORTLAND GENERAL FLECTRIC

RATL pveLoricutst”

All
Electric Gos Stean
" Granted*
Annual awsunt - test year basis (000's) $39,593
Percentl incrcasc 24.7%
Fffective date. (1) ' Sept. 26, 1975
ate of return on rate lase authorized (2) 9;081
Rate of return on common eouily authorized 13.3%

.

pevenue [ffect (000's)

fmount recaived in veer aranted $16,400
Arount roceived in subscouent year $41,277

Pendino heavests

Amount (0M0's) $42,203

Percent increase 20%
Date filed Nov. 26, 1975
fiato hv yhich deainion pusi b Sosucd June 23, 1976
Rate ¢f relurn on vaie bate yeouested §5.567%
Rate of rotura ot Coaaon eauily reeucstcd 13.3%

sprovide copies of latest raie ordey,
##ppovide conios of the submiticd testimony of the staff and compuny in the
last rete relief action or pencing rate verief reouest.

(1) The Coumissiener, by order dated rpeil 2, 1975, granted the Comdan:
interinm relief to the eitent of a 10% increase effective vith
billings on and after April 4, 1975 for scrvice rendered on aud
after March 12, 1975. On September 26, 1975, the Commissioner grants
the Company a rate increace of 24.7% {including the 10k interim reliv
granted in April) effective for gervice rendered on and after

September 30, 1975.

e

(2) Rate of retusn on total capital investment.
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Electric Gas ‘
Anrucl awouni - test ycar basis (000's) 2,217 1,338 i
- Percent increase 6.37% 4.517% .1
Effective date §-5-75 8=1-75 i
Rate of retura on rate base authurizod 8,47 8.47
Rate of ret:wy on common equity authorized 12.75% ¥2.25% i
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lmvua Aaua:s Emount = test year bnain (GOﬁ‘a)
~ . Percent increase
 Effective date
. Rate of return on 1oty hose suthorized
' Rate of revurn on comuon equity avthorized

Revemue Yifery (000°5)

L
i Amonot rreelved in wenr grasted (Far 1/3)
el dwount recclved 45 subseqlent yeuy

- A

'I. '

sty

. Beading Recuosts

T Azcuat (000'y)
” : Vv Eent ferrpneas
= ( Pacae fiied
£ DeteE by which Avcteaion mast beo s gued
Bl Erge ol voruty o fos hile edmbibeted
J; Bate oI pabirn 0% Coinn sgeiis retadiied,
3

EErovidd copdus ef TateRL Fas
e 3 0 SUB PUTRIN P R S S ST B 1 P e
Yoot Wet o pelliul whotorn o | f )

| ATTACIRENT YOR NUMBER Ta

RATE DEVELOPMENTS®H = IDAHO

Sectric

607
2.93%
8-13-.75
8,15
12,752

-

643
4,247
8-13-7%
HoA%
12,757

214

-

Keone ot 1-31=76
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Mr. Anthony Bournia

Project Manager

Nuclear Regulatory Commission
7920 Norfolk Avenue

Baethesda, Maryland 20852

Re: WNP Nos., 3 and 5

Dear Mr. Bournia:

Confirming our conference telephone
call among us and Messrs., Peterson, Thoresen
and Sorenson, the attached summary should be
sufficient to analyze regulatory response to
Pacific's requests for rate increases.

-

Yours very tryly,
”~

4

Robert F. XKa

Assistant the

Vice President~Finance
RFL:88
encloaure
cc: Messrs. Geiger

Stiles
Thoresen WPPSS

TRIFCOPIER 2494774 1 X 0K 4041504
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| ' -
) : RATC DEVCLOPHENTS™™
Since December 31, 197h .
Electric Gas Stecam
“ Granted* :

Annval amount - test year basis (000's) (1)
Percent incrcase (1

' Effective date . ! (1

Pate of return on rate Lese authorized (2) 8.78%

Rate of return on comwon eouity authorized (2) 13.50%

o —-—

Revenue [ffect (000's)

Amount received in vear aranted (1)
[ Anount received in subscouent year (1)
% ' Pendino Reavests B '
3 Anount (C70's). - ' $6,100
| Percent increase NA
} Date filed ' NAY
Pate bv which decision must be issued NA ¢
Rate of return on rate base reouested (2) 9.02%
Rate of retura on cowmon eauity recuestied(2) 14.51%

“

- - -

Company will not provide
*Provide copies oi latest rate order.
**provide conies of the submiticd testimony of the staff and company in the
last rate relief action or pending rate relief reauest.

(1) On September 3, November 12, November 20, 1974 and March 25, 1975, Pacific
_ increased its retail electric rates in the states of Oregon, Idaho, Washingion
and California, respectively in the aggregate annual amount of approximately
$34.5 million. '

L ————

| On August 13 and September 30, 1975, Pacific further increased its retail
» rates in Oregon and Washington in the aggregate amount of approximately
| $20.25 million : .

(2) Most recent emong six states.
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Comparative Highiights
Financial Results*®
Opetaing Hovenues (housands). . ... 2l
R bcon e for Comuun S0 % (1nausandy) , . .
Earning: ¢ 2 Share of Commion Staes 15 . .
Dirgends s Share of Commen Stock ... ..
Grogs Addnions 19 Utiity Plart (roussngs) 2
Funds Proaited fiom Operations (nussnde)
Common Srarehoigors Eouly tnousgess) .
Bhares of Common Stock Oulsianding

PORE M) v i o e ek a e «iyuny .
Operating Results
Kilowall-Hour Bales (thousands) . ... ..., .
Average Annual KWH Use per Resident o

Customer .., ... ..... e ORI

Numbet ¢f Customers (yeat end; ... .. |
Peak Load-Kiiowatts . .. ........ .. g s, S8, R

ingrunse
!_074 1973 .An}o;fnt Percent
§142.303 $i116.902 20401 218
S 180" € 12,894 S 5177 292
$4.03 £2.9< $109 371
5108 .5168 -~
§ 98795 €& 63.080 835,735 567
S 36800 $ 28287 § 7819 267
$166 059 $144 028 $22.031 153

4997852 438500 612802 140

11.771.385° 6319957 2451408 263"

13.856 13 863 (7) (©1)
408.856 308 743 10113 25
2,057,500 2076800 (18.300) (0.9)
2,378,000 2.283.000 96.000 4.2

(1) Basor on an sverage ! 4 483 216° sharrs oot mtancing A 1974 anrt $.379.882° in 1873

&350ming NG CONVEIS/ON Gf preference Slock
(2) Incivdtes aifowance for tunds used during constucton

Audil grocecuies anphed, see Audiors’ Report.

Table of Contents
Page

Highlights — Financiai and

Operating Results . . . . ... Inside Cover
President's Letter ., ... ... ... .. ... 4
Service Area Economics. . .......... 4
Earmings Increase ................ 4
Conservation of Electricity. .. ... ..., 6
Congtrirtinn Dro::'-’"“- WY Fye o
PowerSales .................. .
Power Resources .. ..o.ovvvinnn .. &
RateIncrease ...............0.... 10
Customer Relations .............. 10
Employee Relations . .............. 12
Financing Piogram . .............. 12
Service AreaMap............... 14, 15
Officers and Directors

oftheCompany............... 16, 17

Page
Financial Statements:
Balance Sneets .. ... o e tal ot 18,19
Statements of Income.......... 20
Statements of Earnings
Reinvested in the Business. . .. 21
Statements of Changes in
Fiieioidl POSIION . .vvut o 22
. Notes to Financial Statements 23-26
Auditors' Report .. ..ovennennnnnon. 27
Fiscal Agents ....... B e o R R
Historical Summary of
Operations and Statistical
Record ...... A ..28.2¢
Management's Discussion and
Analysis of the Summary
of Operations . . ... Kb e e

Form 10-K — A copy is available. upon
request, of the Company's Annua! Report to
the Securities and Eachanue Commission on
Form 10-K. Copies of the Form 10-K may be
oblained without charge by writing John M.
King. Vice President-Finance and Treasurer,
Puget Sound Power & Light Company. Puget
Fower Buiding, Believue, Washington 98002

Financial Brochure -~ A ookt coverng the
Company's financal and coorunng stanstcal
dala for the 10-year period 1964-74 is alse
available Lpon request

Stock — The Cumpany's common
slack STl par valua is listed on the New Yook
Stock Exchange - Symbol PSD — 1067 &80
snates wore Gutstanting as of Docemper 31,
1974 Commer stock price ranges ana divi-
dends pdr share on a guarterly basis for the last
two yerrs can be foung on page 29

Annual Mceting ~ Tre Annual Meeting of
Sharehoicers of the Company wili be heig be-
ginning at 10 a.m. on May 13, 1675 in the
auditorium of the Puget Power Building in
Bellevee. Washington.

Quarterly Report — Quarterly Reporte are
I5suec in February, May, August and November
lo all sharcholders, Comments by management
on important events and financial data on a
comparative dasis are a par! of each report

This annual report has been prepared for the
information of sharehoigers and employees of
the Puget Sound Power & Light Company ang
15 Nt imenaed to be used in connecion with
any sale, ofier for sale, or sohicitahion of an otier
to buy any securities.
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To Our Sharcholders and Employeces

i am very pleased 10 repoil substantial improvements in revenues,
energy sales. nel income and earnings in 1974, Gross revenues were
up 21 8% " and kilovatt-hour sales up 26.3%* over 1673. Netinceme
was $21.385 631°, an increase of $5.923.042" or 38.3%". Earnings
were $4.03" pershare in 1974 compared to $2.94° for 1973. Through-
out the year, managemeni expressed confidence that the slight
downward dip earnings had taken in 1973 -- a year of reiatively poor
hydro conditions — would be reversed in 1974.

The two principal reasons for this marked improvement werc.
first, the impact of a rate increase which the Compary was granted
in two steps during the year by the Washington Utilities and Trans-
poriation Commission, which accounied for $11.5 million of the
revenue increas  he full rate increase was in effect only during the
last two months of 1974 so we expect it to have a significant effect on
1975 results. Our basic residential rate averaged 1.44" cents per
kilowatt-hour in 1974, about one-half the national average.

Second, the Company sold a substantial amount of surplus
energy to utilities outside the Pacific Northwest region in 1974
because of the favorable hydro situation in the region throughout
much of 1974. The utilities in the Northwest were able to sell this
surplus energy principally to Southwestern utilities to displace a por-
tion of their higher cost oil and natural gas fuels used for electric
generation

The reservoirs of the Northwest again are about normal and
with average accumulations of snow in the mountains the hydio
outlook for 1875 is very good. We expect to continue 10 sell surplus
energy Cutside (e region s yedr 1 e Hiuiual be el Of Lot Greas.

The improvement in revenues and carnings was achieved
before an expected return to more normal customer consumgtion
patterns. The energy curtailment program in our region in the w.nier
season o 1973-74 caused by severe water shortages, followed
immediately by the oil embargo and the national energy conservation
program, resulted in a sharp reduction in our load growth pattern.
The Company anticipates a gradual return to more norma! load
growth trends.

Our 1975 construction expenditures are estimated at $S0.7
miliion, compared to $94 4 million* in 1974. Almost two-thirds of this
year's anticipated expenditures will be used for generating projects
as the region continues the transition from an a'most completely
hydro-based system to a mixed hydro-thermal system. Abcut 543.5
million will be spent on the coal-fired project at Colstrip, Montana,
where Puget Power, in partnership with other Northwest Utilities, is
building two generating units and planning two others. About $16
million is expected to be spent in 1975 on the Skagit Nuclear Power
Project.

* Auciit procedures applied, see Auditors’ Report



The economy of our service area appears 1o have baen afiected
iess by the recent downlurn than that of the ¢ ntry as a whoie.
Washington's employment growth in 1974 was well above the
national average ana ‘or the first time 1t several years unemploy-
ment in the region 15 below the national average. The slate’s per
capita personal inceme is also considerably above the average of
the nation.

Two major projects will have a substantial favorable impact on

the economy of the area for several years. First is the trans-Aiaska

ol pipeline, now under construction, for which the Pugat Sound
region serves as the principal staging area. Many of the families of
construction workers and numerous construction-related industries
are locating in this .egion.

Second is the construction of the Trident submarine base in
Kitsap County in the western portion of our service area. The $600
million defense project will employ about 7,000 people this year,
and it is expected that the development will induce a permanent
population increase in the area of about 27,000. )

Port cities on Puget Sound are experiencing their busiest years.
The value of imports through Washington ports was up about. 65%
for the year, while the value ¢of exporis was up about 25% ovor
1973. Puget Sound ports have become known as the Gateway in
Alaska and the Pacific Rim.

Notwithstanding the high cost of new generating sources, the
Company will for marry years enjoy the advantage of having sub-
stantia' amounts of hydroelectric power available to insulate its
overall power supply from some of the cost escalation. The years
ahead will pose severe chelienges for this Company and for the
electric utility industry generally. However, management is confident
that the Con,nany will continis 1n arows ann nrogner 2nd that nur
relative economic position in the industry will continue to improve.

March, 1975

Sincerely, For the Board of Directors

V7l K L ame

Ralph M. Cavis, President

w
r——-r-——-‘
1}

i



By e, [ Summary of the Year
‘ Service Arra Economics

Pugst Pover provides eleciric sorvire 1o
: over ono mithon peopic resding punt’-
e pally in the viestern partion of the Sliie of
3 Washingion = an area of the siate yduch
4 has exvernienced steady. Consistent €Coio-

nomiz g:owth for more than & cecade. The
Company's service arca covers about
3,200 square miles, in part or 2" of cizht
; counties in the Puget Sound region of
western Washington, and a portion ¢of Kittr-
tas County in central Washington.

The service area has a dwersified

s economic base, bul the primary activities
A include manufacturing. lumuer, shipping
] and those related to national defense es-

tablishments. Major industries include the
manufacture of commercial avcraft and
gerospace components, ships, freight
cars, trucks and logging equigment; o
refining; poodustion of lumber pulp, papcs
angd other wood progucts; chemicals; lioht
metzls, steel and won products; cerment:
and the processing of iood goods, Numer-
ous international companies (like The
Boeing Campany, Weyerhacuser Com-
pany. PACCAR Inc), national companies
tlike the Alyeska Pipeline Company which
is constructing the Alaska oil pipgline)
and regional headquarters cfhces (includ-
ing regional branches of the Federal gov-
CHBOR Y @t 10CBIEL 1 g o ke aiva

Pugel Power's service area is subit-
ban and rural in nature. The Company
does not serve the major cilies ¢f Saatile,
Tacoma or Everett. The Company serves
Bellevue, the state's fourth largest city and
the location of Puget Power's corporate
headquarters. Other cities the Company
serves include Olympia, Bellingham,
Bremerton, Renton, Ken! ruyaliup and
Mount Vernon, At the close of 1974 Puget
Power served over 408,850 customers, an
increase ¢f more than 10.100 or 2.5% for
the year. Electric eneigy consumplion per
residential customer remained abou! the
same for 1974 at approximately 13.860
kitowatt-hours,

Ahout 51.1% * of the Company’s tota!
cperating revenues for 1974 came from
residential customers, 25 4%* from
commercial, 10.6%* from industnal, ana
the remaining 12.9%° from other sales
principally sales to other utiiies Residen-
tial customers continue to rely on electricity

* Audit procedures applied. see Auclitors’ Repont

for theit major apphiances About 94% of
the residentiat customers added last year
use electnsity for eooking while @1% have
electic water hagting. With the supp'ies of
fousil tue's diminishing ang the prico in-
creasing, 68% cof the new resicential cus-
tomers added in 1874 gre heating their
dwellings e'octuically

Earnings Increase

Earnings showed a subtantipl increaze
during 1974 Earmings per share for 1974
were S4.03* on 4,483.216* average
common shares outslanding, compared 10
$2.94* per share for 1973 on 4.373,862°
average shares. Assuming full conversion
of the Company s convertihie preference
stock 1o shares of common stock during
that period. earnings would have been
§388° per share for 1974 compared to
S2.88° tur 1973

Operating revenuas rose 1o $142 -
303,229 up $25.491,233° or 21 8% over
the $116,901.991° a year carlier. An
intenm rate increase and a general rato
increase along with the sale ol surolus
energy 1o other utilites were the main
contributing factors tc the increasing
revenues. Aided by the sale of surplus
energy, the Company so!d acou! 11.8
billion*  kitowelt-nours of electriCily last
year, a Zo.3%  Inciease over 1y Nel
income for the year 1974 was §21,385,-
631*, an increase of $5,923.042° or
38.3%* over the $15.462 589" for 1973
Alter provision for dividends on preterred
ar1 convertible preference stock, the re-
mainder for common stock was $18 071 .-
397° last year. That 18 an increase of
$5,177.292* or 40.2% * over the $12,894 -
105" for 1973

The Company was granted an in'erim
rate increase eliective February 9, 1974
which remainad in effect untit November 1,
1974 when the general rale increase was
made effective by the Washington Utilities
and Trangportation Commission. The rale
increases accounted for about §11.3
million of the 1974 revenues However, the
improvement in earnings and revenues
was accomplished prunarily before the
impact cf the full generai increase, which
was effective crly the last two months of
1974. It should have a significant efiect on
1975 results.
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(

Conscivation of Electricity

The wier and ellicient use of electriciy
conlinues to refiec! the Company’'s posi-
tion onconsgrvation Coaservatan
mesasures by residential, commercial and
incuz'rinl customers in the winter of 1973-
74 arc credited with assisting Pacitic
Nonhwest utilities, inciuding Puget Power
to gt irough tast year s pear season with
the lone: reservoir levels in the regien s
histury.

The reservoirs behind the region’s
major hydroeiectric projects returned 1o
normal ievels during 1974 a~d indications
are thit they will have sufficient storage for
normal generation this year. Therefore,
an on-going conservalion program s not
as crilical 2t this time. Wasteful consump-
tion of electric energy is stili to be cis-
couraged. Qur new rates contain energy
and peak conservation incentives for all
customers,

The Companv remains cencerned
aboul peak load conservation encouraging
customers {o be particuiarly censcious of
their electric energy usane during the 5
p.m. 10 8 p.m. hours of the winter months.
Reduced usage at peak load times results
in a reduction of the rcquired capacity of
generation, transmission and distribution
facilities which has a lona-range benefit 1o
both the Company and its customers.

The current shorages and price es:
calation in petroleum and nctural gas have
had &n effect cn the choice ol energy
forms in our area Aamillegly, elecinic
rates are going up. but not as rapidly &as
those {or petroleum and gas fuels. This has
resulted in a growing preference for elec-
tricity in new construction and heightened
interes! in conversions 1o electric spece
heating. in addition to & high percentaze of
electnic energy use in other apphcations
New residential space healing was about
50% eleciric in the early 1970's, but rose
to abcut 68% last year. Commercial burid-
ings are also turning more to electricity for
space conditioning.

The Company is directing much of its
effort at insuring that new but'ness refiects
quality space heating instaliations. Loads
which minimize waste and inefficiency
and give the customer the best value for
his energy dollar are being achieved.
Company personne! are advising cus-

*Audit procedines applied, see Audilors’ Report

tomers 1o nculate proper'y, 1o extract and
recycle heating energy from atilicial hght-
ing ang sclar gan, and to provide efficient
load management throuah proper control
syslerns and mantenance

This wiil continue to represent the
Company s policy as it goes to a hydro-
thermal basea sysiem. Most of the thermal
generation the Company adds in the nex!
decace wili use either coal or nuciear
fuels, both of which are in far more sufli-
cient supply than either petroleum or
natural gas.

Construction Program
The Company expects to spend $90.7
mithon for construction purposes in 1875,
exciuding allowance for funds used during
construction, compared with $94 4 miliion®
in 1974 Almost $60 miliion of this year's
total wil! be for generating facilities.

Continued construction on Units 1
and 2 at Coistrip, Montana will require the
expenditure of $41.1 mulion in 1975, Con-
tinued pianning and preliminary studies
into propased Units 3 and 4 at Co'strip will
cost an estimated $2 4 million this year. It
is expected that about $16 million will be
spent on the Skagit Nuclear Project i
1975. The expenditures will be in engineer-
ing and design, licensing fees, nuclear fue!
enrichmen: and initial costs relating 1o
pretiminary construction

The Company has also budgeted
about $30.2 miliion in 1975 for additions

D ] »a-‘-.;cp. . AT L SRR PN PR
[OPR I T PRI RN 11 SR oaEeY odberbgootiatier ol O R

and for other faciliies .elated 10 customer
service

Power Sales

Kilowatt-hour sales for 1974 were about
11.8 bitlion®, a 26.3% * increase over
1973. The substantial increase is due prn-
cipally 1o the sale of surplus energy to
other utiliies outside the region. Because
of abundant supplies of hydroelectric
power in the spring and summer of the
year, the Company was able to sell con-
siderable amounts of electric energy to
utilities in other areas (principally the
Southwes!).which rely heavily onfossii-
fueled generating plants.

Without these large sales of surplus
energy the Company's kilowatt-hour sales
growth would have been only about 1% .
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‘ﬂ.“ucéc i.:-':d‘ Growth from o cls the Come

pany has Jaditionslly Cipurennty in e
last decade can be atiributed 15 a
continued tendercy 10 conterve elgctric
encrgy and the particula iy mad weaiher
the region expenenced ir. 1974 Average
anrual consumption of eleclag energy by
resicentiai customers rerained virtually
the same in 1874 as in 1973 a'ter gn aii-
lime high was achieved in 1972, Even with
the Company's tast rate increase, the
average resigential rate iz still about
one-hall the national average. With hvdro-
elecinic generation serving as the base for
the region. rates should continue 10 run
consigerally below those in most of the
nation.

Load growth of about 6% a year is
expected during this decade.

Power Resources

The Company has relied on hydroelectric
power for the bulk of its generation needs
for many years. Over 979% of the Com-
paay's 1074 energy requirements vere
supplied by hydroelectric generation.
About 90% of that generation came *from
five hydro prejects on the mid-Columbia
River with which the Company has long-
term contracts at a cost of about thres miilis
per kilowatt-hour. The baiance came from
the Company's own generation, which is
also primari'ly hydroelectiic

Currently, the Company is entitled to
purcaase portions of the power outout of
the mid-Columbia River projects as
loliows:

Cutrent Annual Amount Purchasable
(Approximately)
Contractd
Expirzticn
Proiect €% of Quinut  Kilowat's Date
Rock Island 87.1% 217 030 2012
Rocky Reach 59.7% 768.000 20m

Wells 50.3% 424,000 2018
Priest Rapids 14 5% 150,000 2005
Wanapum i69% 152 002 2009

FSubiest 1o cortain Nihts of wihG awnl by the pros
ecl cuners umniar the provisions of the long-term
POV purchasc conltatis
Expansion of the Rock Isiand Project
through the addition of eight generating
unils was begun fasts mmer by the Chelan
County Public Utility District The addi-
ticnal unils will be operationa!l in 1877-78
and will produce about 410.000 kilowatis
of capacity and 150,000 kilowatls of aver-

age ererny Punel Power has conpaced
on a cost-of- service Lask for the entire
output of the additional unite untd the year
2012, which may be reduced upb o 10%%
per year, beginning w the year 2090, 1o
5%

Fupet Powver 1s now receiving about
1€0.000 kilowats of energy a< the result of
the ecanstruction of storage resenairs in
Canada vhich nicw provios an acsitional
156 milion acre-feet of storage on the
upper Columbia River In addition, the
Company has cortragted for 17.5%% of
both capacily and average energy (240.000
kitowails and 130,000 kilowa!'s respec-
tively, in 1975) of Canava's share of the
power resulting from such storage. The
Company has assigned a portion of the
power to other utiliies, but in Apri! 1975
will withdraw B4.200 kilowatts of capacity
ang 45100 kilowa'ts of average energy.
The Company has contracted with other
utilities for Columbia Storage Power Ex-
change power of 300,200 kilowatis of
capacity and 160 900 kilowatts of aversye
energy elfective April 1975 subject ia rights
of withdrawal. Some utilities have with-
drawn their shares of this power ellective
April 1976 while ather wilities canno! with-
draw their shaies until after March 1978
and March 1979,

The 330.000 ki'owatt, coal-fired first
unit at Colstrip. Montana. is expecied to
be in operation .is year. Puget Power
and The Montana Power Company ars
intly eonstryeting thie fieg! onit ~ad
second unit of comparable capacity
scheduled 10 be operational in late 10748
Each wtility will own 50% of the cutput of
the two units which will use coal mined at
the project site by Western Energy Com-
pany, a Montana Fower subsichary.

Puget Power, Montana Power, Wash-
ington Water Power, Pacific Power & Light
and Portland Genera! Electric have an
application befcre the State of Montane to
construct two additional generating units
at Coistrip. Puget Power would have a
25% share of the oulput of the two pro-
posed units which would have a combined
capacity of 1,400.000 kilowatlts. in January
1975, the Montana Department of Natural
Resources and Censervation recom-
mended denia! of a permit for construction
of the two additional units. However, the
Montana Board of Natural Resources and
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‘Gontervabon has scheduted aganonal
piblic hearings and may vither grant
the permat oF accent the Depariment’s
fCnGhmenagalion
Plans sre procoading 15 constiuc! a8

o unit nucloar eererating proect in:

‘Sraai County i the norihern portion of
the Company & service area. Schotduled
completion of the two umts has besen re-
.vigay 62 that Unit 15 planneata Le cpera-
tional in 61« 1982 and Unit 2 tentatively 0
fnic- 1985 Each unit will have a capscity of
1,285,000 kiloyvalts, Ownersnip arrange-
menis are being completed with other
agencies with Puget Power currently cwn-
ing 50% of the project. Pacific Power &
Light 20% . Washington Public Power
Supply System 15%, Washington Water
Power 5%, and the balance unallocaled.
Zoning approval was obtained from Skagit
County in the spring of 1874 and applica-
tion was immediately made 10 the State
Therma! Power Plant Site Evaluation
Council, Hearings by that agency are to be
scheduied this spring with a decis.on 10
be made by the Gevernar of the Stale of
Washington this summer. The Atomic
Energy Commission, since changed to the
Nuclear Regulatory Commission (NRC),
docketed the Company s guplication for
a construction permit and a limied work
authorization last fall. Later they also
docketed the Preliminary Safety Analysis
Report and the Environmentai Regort. The
Commuission issued a Draft Environmentai
Imnact Statement in January 1975 on the
project. Tne NRC will also be condacting

hearings this spring The Company plans -

to begin limited site preparation work late
this year with actual construction to begin
in the summer of 1878.

The Company has contracted for a
5% undivided share of the output of the
Wastiington Public Power Supply Syslem's
Nuclear Project No. 3 to be buiit in Grays
Harbor County, Washington Puget Power's
share of the 1,240,200 kilowat! output
amounts 1o about 62,000 kilowatts. The
project is scheduled to be in operaton in
late 1982.

The 67,500 kilowatt Whitehorn Com-
bustion Turbine Station was avai'abie for
use in December 1974 for standby and
peaking availability It is located near
Ferndale in Whatcom County, not lar trom
the Canadian border.

e TR T AT s ek

The Washinglon Utlitics and Transporta-
tion Commisgion =« the Compeny &
aeneral tale incr. se of 20% or abou!
§22.9 mitlion in ingreased annual revenues
elipctive November 1, 1974 Of that toial
aboul £12 mrlion in increased annyzi
revenues had already been aliowed the
Company through the interim inciease
whizn had been in ¢lfect since Februaty
g, 1974 The amount f lhe NCrease Is
based on the 12-month test périod ended
June 30, 1973. The §22.9 millicn that! was
granted represented about 98% of the
1otal the Company had requestec.

The effect of the interim and general
increases coninibuted to the improved
earnings and revenues the Company
experienced in 1974 The rate increases
resulted in about $11.3 mullion in acded
revenues for the year. However, the impact
of the {ull general increase was felt only in
the fas! two months of 1974, It should have
a signiicant effect on 1976 resylts. As
pari ¢f this rate increase the Commission
granied the Company an alowabls rale ol
return of 8.5%:. a

Puget Power was directed by the
Commussion to impose a five percent con-
servation surcharge on electric povier
delivered to non-residental customers be-
ginning November 1 and running through
February 28, 1975 The Commission
established the surcharge as a rescarch
“tool” to provide information on the eftect
i mrioh iy -demand dor slaging “amerey
Further, the purpase of the surcharge is 1o
emphasize the need to constructively limit
energy use wherever possible. especially
during the period of high winter usace, by
providing an economic incentive to efimi-
nate wastefui energy consumption. The
Commission stated that all consumers, but
espectally non-residential consumerg, can
reduce their electric energy censumption
significantly without adversely affecting
comfort. safety or productivity. The Corm-
mission has indicated that it may direc! the
Company to refund ali revenues realized
from the surcharge. The amount of revenue
from the surcharge in 1974 was about
$340.000.

Customer Relations

The Company for many years has taken an

10
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CRAPH M DAVIS (17 juiws)
4 Prd s ot nog Chiel kresyptve Otiicer

JOMI W LIS 1 peuenf

Eaczi w6 Ve Presicn it - (Prncizel Operating Oftckr — Opatations, Engmc«nnq
Lot im, Bates, Conttadts, Mesketing and Dinsions)

JOHK + KING (18 yoo0 )

Wesr PE e = Finmnde ond Tiogswrar « [Pancipal Frrstncis! Oficer — Fmance
Firentid! Plrnnieg eng 2edling

I MEROLD ABRAMSON 144 jcars

Vict Procdont == Aunumigtration - (Indusiria! Redgtans, Purchasing, Stores, Budings, *
Flot Operstiohs and Customer Irturmation Systems)

WAPﬁEN J FERGUSON (2 years)

Vige Prosient = Me ot Projecis - (Panning . Development gnd Construction of ail new generaling Iacumes)
MWRSNCE E. HALL 117 years,

Vice Presizent — Public Attars — (Government Relations Community Atfaire ana Area Developmeni)

DAVID H. KNIGHT (27 years) '

Vice Pres.dent — Power Supply — (Procucton. System Operations, Planning and Communications)
RICHARD F. WHALEY (33 years)

Vice President ana Controlier — (Accounting, Insurance and Taxes)
ROBERT C. WING (13 years)

Vice Prezigent — (Computor Services, Feal Estate and Public Use Facilities)
WILBUR E. WATSON (13 yoars)

Secretaty ~ (Corporate Socretarial Activitiay and Shice Owner Records)

(Nuts: Length of service with Company is aext D name, )

tliccted Exocutive Vice Presien: ey 8, 1073, Pariner in the faw frm of Perkins, Cow
Stene. Orisen & Wiiams ang Cniet 4gu! Counsel for Puget Pm er from 1962 untii March 1970
whan fic was elecied Vice Piesioer! of the Company.

Directors
WINSTON D. BROWN?T?
Crairmas of thio Boare (Retired)

Howard 8. Wrght Canstruetion Co., Seatilc. Washington

{Bulaing construction.)
RAI DL M navie
Pec=ident and Chief Executive Office: -

Puget Sound Power & Light Company, Bellevue, Washington
JOHN W, ELLIS
Executive Vice Presicent

Puget Soung Pover & Light Company. Bellavue, Washington
FRANCIS J. HERBtt
Chairman of tne Board

The Bellingham National Bank Bellingham, Wastinglon
JOHN H. KING
Vice Presidem

Pugot Sound Power & Light Comparny, Bellevue. Washington
LOWELL P MICKELWAIT
Direcior Emeritus

The Boeing Commpany Scattie, Washington

(Manufaciurer 0 gerospace and dversitied procucts )
ROBERT D. O'BRIEN
Chayrman of the Boerd

PACCAR Ing. Believue, Washingion

(Manutaciurer of heavy equipmert. )
IRVINE B. RABEL
Chaitman of tho Board

Star Masninery Company, Seattie, Washington

(Industnial machinery disttibulor)
RALPH W. L. STORMANStH
Churman of the Boara

Associated Grovers, Inc . and Presigent of Raiph's Trriftway Stores, Olympia, Washington

T1Auc: Committeo Membor
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Puget Saund Power & Light Company

Balance Sheets
Assets

December 31 Decerrtar i
1074 _1 97.3
(Thousands of Dollars)
UTILITY PLANT (Notes 1. 2 & and 14):

Electric plant, At oniginal COSt. . . . .vvv v innienrienniirirans $672.269 §576.912
Less accumulated depreCialion., . ... ...t iiries ianaa 92,766 _§_1_.£)Z'4
T L R S N S B T 579,503 495.@.’3_}9
OTHER PROPERTY AND INVESTIMENTS:
Nonutility property, @t €ost. .. . ..., i iinii i 879 796
Investment in and advances 1o subsidiaries (Note 1) . .......... 2,843 2,700
Other iInvestments, @l COSt . .. vuvvrrinis commerresanssenss 880 ¥ ___1_.f§‘3
Totai other property and 1INVeSIMENIS . .o uven e v cnen - 4,602 . 4_%1
CURRENT ASSETS
o e T el At e W P A S ERIR A i iy | 3.701 1,294
Accounts recewable (OIS 1) . ..o it i vt emsesvrtsrensns 17,904 13,172
Materials and supplies, @l average cost. . .. ......oovvrinn, 9433 5,603
Current portion of deferred income taxes{Note 1) . v .o e ve s 900 -
40§ Sh | (e N AN IR R SCRNS e L Pt 1,326 1,195
Tolal CUMTENt ASSBIS & . v i v ii i e b s ismn s inennnns 33,264 21257
DEFERRED CHARGES: :
Advance under POWET COMIIACY .. . .. o viivnnn e seresnnsonss 906 937
Unamortized debt expenss . .. .ur it ii s i vens 1,068 772
Accumulated income taxes (Note 1) .. .. ..o et i e 829 703
Thermal plant feasibility COSIS . .. ...t iininnnes - 707
Prepaid POWEr COSIS ... iv i ot nian e e e - 2573
RITIEE. . r0h s Lains vov 5 2 s A5 s o s e B €9 B b e 1,104 1.524
TOlal QOlerred Chargss. . . ... .civiiinreneinsnsnn s —3,908 _:7_2E
$621,277 §520.272

The ascompanying notes are a part of the financ.al statements
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Liabilities and Capiizi

December 31 December 31
1974 1973
CAPITALIZATION: = (Thousands of Duliars)
Shareholders’ invesimen i
Common siock (NOlee6and 13). .. ..o ivnnnn ot g $ 49,979 S 43,650
Addiona! paid-in cepital (Notes 7and 13) ................ 34.689 26,876
Eamings reinvested in the business (Note3). . ..... . ...... 8} _3_91 __7_3~2_0_2
Total common QUItY . ... .. ouivieiorrivrnencsrsnnn 166,059 144,028
Prlared SIock (NOMO 4) .. . .. o ia e s s o s ba s ds bt s 37,122 39.345
Convertible preference stock (NO1€ 5) . .. .. oot iennvnnnn 14‘81 4 14,_8_15
Total shareholders’ investment. . . .......ccvirivirennnn 217,885 198,187
Long-termdebt (NOIB B) . . . . oo n it cvidn st cbe s s msn s 31‘8_.749 _2_5_6.1 1 E
Fotal CapPRaHZRION « o v ia s s aris s Tt ews s did e 6§30.744 454,_39.'.1
NOTES PAYABLE TOBANKS (Nole ©). ..o vet i cviniiieennns 30,500 . 41000
CURRENT LIABILITIES:
COMMETCIA PDBT & & o it vaen vie e ss e e s tnsns o s senes 15,700 6.000
ACCOUNTS PEYEDIE . . ... s iee it e, 4,704 4,679
Accrued expenses;
g L) S S RGPS - SO 12 457 9,649
Salaries and WagES .. ... ia i i 1,667 1,547
o T B CA SRS S S 4,226 2175
= e 2,441 653
Total current labililies . ... oo v innonninin., 3 e s 41,195 24,703
DEFERRED TAX CREDITS (Note 1):
Accumulated investment tax credits . .........c..ouetiiinn. .. 3,754 2449
Accumulated mcome tax credits . ... ..ot i e 1,223 833
Total deferred tax credis. . .. ..ot s i 4977 3,282
OTHER DEFERRED CREDITS =
Customer advances for construction (Note 1) ... .........uu. .. 3.213 2,942
I L o v n s 5 s et e gy Do T 2,572 1,230
Total other deferred credits. . . .....oo v i 5,785 4172
ACCUMULATED PROVISION FOR SELF-INSURANCE. . ... ...... 2,076 1812
COMMITMENTS AND CONTINGENCIES (Notes 2 and 11).......
$621.277 $529.272

-
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Punet Scund Paver & Light Company

Siaiements of income

OPERATING REVENUES (Note 1), .........cvvivuves

OPERATING EXFENSES:
Operalion:

Purchased and interchanged power —net ..., ..
L R K L o) S b et o i et A
RABITEBNBIIED o v <o ol o ST svauw p o ¥na b ap &0k s o
DREHECIBION (NI 1) . . s o iiawii s un ah 5w s s va s Hornis &
Taxes other than Federal income taxes. . . ..........

Federal income taxes (Notes 1 and 10):

PRI GO o 10 8550 eraa g e vmsh s ¥ ¥ RS
Delerred investmenttax credils . ... ..o vinennnn
DRI T = D NGT . 5oy bnvs s tlicrsaine oe s siov s s

Total operating exXpenses ... ......vreneunns
e byl e L R T SRR PR

OTHER INCOME ~ NET.

Aliov.ance for funds used during construction (Note 1)
NHSCOHANBOUS ~ PBE: .o i v s s balns s st v s ey

Total Other INCOMe = MY ., v ivinvsvvsbvnnis
INCOWME BEFORE INTEREST CHARGES . ., ..........

INTEREST CHAKCES:

Interest and amortization en long-termdebt . ... .....
RN ik P B b Schaca o St B 402 5 o A AL, R S 8

Total interest charges ... . vvuvsnn s ovs L
N L IR CIRAE T I s il 575 < oo il b 35 470 = 2 &

LESS DIVIDEND ACCRUALS:

PRI DGR i o T il s s S 5ok 2 W 6T W

Convertible preference stock. ..

Totaldividend accruals, . ... ..o vvvenrninas
NET INCOME FOR COMMON STOCK . . ......covnn

COMMON SHARES — WEIGHTED AVERAGE:

e R e e T RO ST R
Assuming full conversion of preference S1aCK. .. .. .vvve i vsivns

EARNINGS PER COMMON SHARE (Note 1):

Assuming no conversion of preference stock . ..... ..
ASREINING TOH BOVEMIYBIIN & o - & on aale s0a0E o 49 5 % peiwioes 3w wonsd b

The sccompanying notes are a part of the nancial statements

..........

..........

..........

..........

..........

..........

-

Years Ended Decembar [

19?_4
(Thouss
$142 393

1673

nds of Dollzrs)

$116.902

32,163 25 582
26,024 23,148
6,401 6.140
13,850 ~ 12,331
17,042 4861
7,335 2955
©7)- 265
103,483 86.205
38010 30,697
4,423 1,800
1,795 1.414
6218 3312
45,128 34 010
18,723 15,670
5020 2877
23,743 18,547
21,385 15.463 wod 2
2,240 - 1,495
1,074 - 1,074
3314 ~ 2.569
$ 18071 .- S 12894
4,483.216 4,379,882
4,932,140 4,820,806
$4.03 $2.94
$3.88 $2.89



Statements of Earnings Rcinvested in the Business

BALANCE AT BEGINNING OF YEAR, .....oovrinniiinssomniss
oL ARSI R E e g el S A Sl O e R DR
P P IR Al g hi R L S A e
DEDUCTIONS:
Cash dividencs paid:
T ORI . oo sk h o pism £ % oo e s e d v e T
Convertible prefeence S10CK . ... ... ..o,
COMMBONBIOCKT . . . ot st bnie rir s e sars Soses ot sae s
Expenses relating to issuance of equity securities:
8% Preferred stock, 150,0008hares . .......ocoovevnrnnnns
Common stock, 600,000 Shares . . ..o vvee e o
TOAl GROUCHONS . . ...\ttt iin i et oeersseees
BALANCE AT END OF YEAR (NO1€ 3). .o ovv oo

11974 and 1973, §7 98 po: share

The accompanying noles are & pait of the financial statements.
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Years Ended Decamber 31
1674 1973
(Thousands of Doliars)
$ 72,202 S 68778

21,335 15.453
94,567 84241
2,307 1,204
1,074 1,074
8,693 8.671
248 -
874 —
13,196 11,039
$ 81,39 $ 73202



Puget Sound Power & Laht Company

Statements of Changes in Financial Position
Years Ended December 31

4 1974 1973
F (Thousands of Dollars)
Funds Provided by Operalions:
R R o e s L O e 4 Ry i S A S 7 o £ K $ 21,385 S 15,463
i Add {ceduc!) items not affecting v.orking capital in the
| current period:
L Depreciation, including amounts charged to other
@XPENSE BCCOUNS . ., e vt ivvvrerinsssanmsssssnssossns 14,751 13,131
L Equity portion of allowance for funds used during construction (1,701) (730)
|’ Deferred invesiment tax credits and income taxes —net. .. .. 1,668 1,185
l » [ T Rt o ST TR NP S e 2t ey A E e ____9_03__ R >238
L: Total from OPerations . . . .. ...coveserueiacshonanesns 36,806 ¢ 287
Other Funds Provided (Applied):
l Issuance of first MOrtgage DONGS. . .« vasver o cav iasasisasoss 60,000 -
| [SSURNCE Ot BGLRY SBEURITIEE . . . ') i s moativ v s axs® o sidodds 13,183 15,263
increese (decrease) innotes payabletobanks. .. .......... ..., (10,500} 25,000
! Proceeds of poliulion control bonds — N6t .. ... oo v innaas 3,852 2,738
| Addiions to utility plant — net of equity portion of allowance
| forfunds used during coONSITUCHON. . . i . vvve i vt ivioneinsnes (97.094) (62,330;
| (Increase) decrease in prepaid POWer CoOStS. . .. .ovv e ranns 2,573 (2,573
| Pavmsni Of iVIiARAdS . . .. oo v d i b s e s i by e (12,074) (11,039)
| ( RABCOUNOT SECUTINEB. & v v s v v s slbnn s § 500 asmm o sns (2,152; (562)
Miscallangous — ReL. .. ... :cviiiienisoaceineiansiovansnsns 920 1,343
r Decrease inworking capital . ... ..o iieiineisiiiinsaaiis $ (4,486) 5 (2.860)
|
f Changes in components of working capital:
; Increase (decrease) in current asselts: :
} R s O e IR IO ) oy S T D A o Saan i b e $ 2407 $ (2,880)
ROCOUNS TBOBINGDIE . .\ i b o o olsl i s me e 5s o don ¥ T s 4,732 724
Materials and SuUPPlesS © . ..o oo ininsosiia e i 3,837 1,453
Current portion of deferred INCOMRIAXeS. .. ... vvervnrennyen 900 -
| PIopEYMBILE . . oo hai s sl iy Wb ab v ala s by s e 131 332
{Ircrease) decrease in current liahiliies:
Commercial paper and accounts payable. . ..........covenes (9,725) (3.649)
Accrued expenses and other .........ccovvviiivivncssornens (6,768) 1,093

$ (4,486) $ (2.860)

bl I A el B e S ek

The accompanying notes are a part of the financial statement!s
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 Puget Sound Power & Light Company

Nates to Financial Statzients

1) SULMAARY OF ACCOUNTING POLICIES -- Thie Company € 2ccounting policies
Corionn 1o genatally accenied BSCOUnuRG princifies and o accouring requiroients
¢t rgulatony alinGoins Signilicent pahsies ars geseried below

Utitity Pient~ Unlty plantinciuces eaxes incurred and allowances for funds use™ during

cor-struction, It s the general policy of the Company 10 charge the cost of maintenance

k anr repaits 10 operating exgenses ang other appropriate accounts The cnst of renew2's

i end beterments 15 charged 0 gpprooniale ubily p'ani accounis except the cost of -

7 ; minae replacemenis which is Cherged 10 maintenance expense. The onginal cost of

3 operati.g property retired or othercise disposed of and the cost of removal, iess

bt . savage, 1s charged to accumulzied cepreciation. However. in the case of the sale of @

b sign-d.cant operating unit or syslem. accumulated depreciation is charged only with

5 the arcumulated depreciation relatec 10 the propeily sold, and the net gain or loss on

I h disposition is credited or charged 1o income.

: Investment in Subsidiaries — The invesiment in subsidiaries is stated on an ecuity
basic. The assels: revenues, earmings, and earnings reinvested in the business of the
subsidiaries are not material in reigtion 10 those of the Company.

Accounts Receivable and Operating Revenues — The Company bitis its customers on

! a manthly ana bi-monthly Cyclical bReis Arcounts receivahis and operaiing revinues

incluce only emounts biled, They ¢o nol incluie an estimated accrual for sevice

bet - sen the last cyclical billing and the end of the year. :

Customer Advances for Construction — Customer advances for construction may be

) refurides in whole or in part or niey be transferred o uhiity plant. Such creqits regrescnt

amounts paid by customers & U Othsrs towara uiility plant improvements, principally

underground distripution facilties

Depreciation and Amoitization — The Company provides for depreciation on & straght-

lire basie for all depreciable pioperty, exceni lor 15.6% of such property (prncipally

hydro-elecinc prosuction property) vhich is gepreciated on a 6 percent compound-
intere «t method. !

The annual ¢ epreciation provisions recorded n the Company's accounts wers
equivaisni w tis wlidsmng poitonissc of ta oriinal rast of rienreciable ulilily piznt:

. 974 1873
Straight-line rmethod (%) . ..oouveiviiaians ek, oL il el il 31 30
Compound intergs method (%6) «.vocincraanranens LEL R, - .85 81

Federal Income Taxes — in compuiing gepreciation for Federa! income tax purpesse
the Company uses deprecialion methods and estimated asset hves which differ from
thase used in its firancia! slatements. In addition, the allowance for funds used during
: consiruction anc certain 12xes during construction are ireated differently for income tax
and financial siziement purposes. Principally as a result of these {actors, the Company s
cftective tax rate varies from the statutory Fedeia! income tax rate (see Note 1C)
The Compary normalizes, with the approval of the Washingion Utilities and Trans-
portation Commission, the tax effects of (1) hoeralized and asset dgepreciation range
gepreciation on proguction prepeny additions a'tor 1989 and 1970, respectively: (2)
job development investment crecits: (3) the provision for self-ingurance in excess of
deductible losses: and (4) cerlan sccrued property taxes
Allowance for Funds Used During Construction — The allowance for funds used during
consruction represents the estimated portion of intcrest and equity costs of capiial
i funds which are applicable to utiity plant while under construction. The composie
‘ rate used by the Company to capiialize the cost of funds devoted to construchion was,
7.8% for 1874 end 1973,
Earnings per Common Share - Earnings per common share are computed as follows
Earnings per common share assuining no conversion of preference stock: the net
income for common stock is divided by the weighted average number of common
shares outstanding
Earnings per common ghare assuming full conversion: the aggregate of the net
income for common stock plus the dividends accrued on convertible preference stock is
dwided by the agoregate of the weightcd average number of common shares outstand-
ing pius the number of shares that would pe outstanding if the converiible preference
stock were fully converted
2) UTIL.TY PLANT EXPENDITURES - Expenditures for utiliiy niant duning 1975 are
expecled 1o approximale 800 700 000. Tha Company's construchon program for the
yearg 1976 throuah 1977, sulner! 10 continuing review and adjustaent, is eshmated at
§304.300.000. Ceitain purchase commitments have teen made i connection with the
gonstruction program

e s
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PW’”' Sound Power & Light Company

3) EARNINGS REINVESTED IN THE BUSINESS ~ Earnings reinvested in the business

gnraslr.olegd a5 1o paymont of cash CVLoNTs UN COTNEST SOtk 2T ouUnt i 2pproximate ly

55,100,000 &t Pecemper 31, 197 uicsr provisions of the mos! reginctive covenants
" dortizgate o he praferred ang prolzience stotks and long-term debt

4) PREFERRED STOCK, $100 PAR VALUE — 1,000,000 SHARES AUTHGRIZED:
5§ Numper of Shares
481%  470% %
Auihorized for each senes 150.000  150.000 50.

tetanding, January 1, 1974 120,012 123,437 1
Acquired for sinking fund during 1874 ... ... cerens 4407 820 000
Qutstanding, December 31, 1974 115,605 122617 1 (
Available for future sinking fund requirements 7,395 6.283 17.000

The preferred stock may be redecmen by the Compary al the following redemption
prices per share plus accrued dividends:

4.84% Series — $103 prior to May 15, 1977 and $102 thereafter.

4.70% Sories — S102 prior to May 15, 1979 and 5101 therealter

8% Series — 5108, $105 and $103 prior to Februavy 15, 1978, 1983 and 1988,
respectively, end §101 theroaiter.

The Company is 1equirec 10 gepssit funds annually in @ sinking fund sutficient to
redeem the foliowing number of shares of each senes al $100 per share plus accrued
dividends: 4 84% series and 4.70% scries 3,000 shares each: 8% series 4,000 shares
from 1875 through 1984 and 5000, 6,000 and 1,000 shares through 1989, 2003 arnd
2004, respectively, These ronciiements may be sahishied by delivery ot icacquired shares.

5) CONVERTIBLE PREFERENCE STOCK, $50 PAR VALUE — Shares
700,000 SHARES AUTHORIZED: 7.25%

Authorized for the 7.25% senes
Outstznding January 1, and December 31, 1974

== ==
The rnnyartihin neafaranca atnnk may ha rerlaaman ot ner alie aersppdt dividenric
The Company must keep available for conversion of its preference stock 445,024
shares of its autharizea and umiesued S10 par value common stock, based on conversion
valuos for preterence siock and common stock of $50 and 8§33, respectively.
6) COMMON STOCK, $10 PAR VALUL: Shares
Authorized

tslanding January 1, 1974
Issucd 1o trustee of employee investment plan
Sold 10 public
Outstanding December 31, 1974

7) ADDITIONAL PAID IN CAPITAL: (Thousands

of Dollars)

Balance January 1, 1974
Excess of proceads over par value of common stock

issued to trustee of empioyee investment plan
Excess of proceeds over par value of common stock

issued to the public
Excess of par value over cost of preferred stock reacquired for

annual sinking fund requirements . .......oevieeiesn FE e iy .

Balance December 31, 1974 ... ....... PR

8) LONG-TERM DEBT, AT DECEMBER 31, 1974: OQuistanding
{Thousands
First Mortgage bonds: of Doltars)
103:% sencs, due 1983 ...... o T U8 S Reve o Bl sl 53 g o $ 30000
32 % series, due 1964 ..... 25000
4v¢ %% series, due 1958 30.000
458% senies, due 1991 | .. .. i eiienirinnan TSNS ey 285 0. Sri PR 15.000
4" % senes 40.000
435% series, » 108 15.000
5Y: %5 sevies, dua 1938 20.000
G5e%a sori0s, gun 195 20000
7Vata series. duo 19 C 20000
942 % senies, cud 700 20 760

T%%e senes, guo 20;)2 30,000




Notes fo Financial Stateraents (Continued)

85305 sonos, Cue 2004, .. .
Tetal Firs ! MORgGo2 BONUS o ou s ule e s
Detertures, 514 %, due 1863 .« vss
5.80%: poiiton control revenue £onds
($20.000.000 net of funds on deposi v
NOIES PRYALIB. . v e rkosivsoravansainas

Less unamortized discount — net of premium . ...
b 7 R R R R B T

e omiommesmTTEE

The effective interest cost approximates the coupon tate during the life of the bonds.

The Company is required 1o make annual sinking and improvernent fund paymentis
to the trustee equal 1o one percent of the aggregaie principal arount of each senes
of frst mortgage boends ouistanding, as provided in thie respective indentures, excep!
for the 10%:% scries, dun 1983, which has nd sinking fund provision. The aggregate
amount of such requirements for 1975 is £2.447,000 and for each of the yeatc 1976
theouah 1979 is §2.747.C00. Thus requirement may be met by the subdstitution of certain
crediis 85 provided in the rmorigage.

Tha Company is also requited 10 make an annua! sinking fund paymen! sufficient
1o redeem {at special redemption prices not 1o exceed 100.75 percent of principal)
€375.000 principal @amount of debentures on Novemwer 1 of each year through 1982
This requirement may be satisfie@ by defivery of reacquired denentures At December
31, 1974, S659.000 of rescquired debeniurzs were available 1o meel future SINRING
fund requirements.

Substantially all properties of the Company ere subiect to the lien of the first
morigage bonds.

9) NOTES PAYABLE TO BANKS — Notes peyable 10 banks represent DOrrovings untier
a credit sgrcement with huenty-ong vanks, whizh provices for a maximum commitmen
Dy 1€ Daniks 0F So0.0ULUIU wils shwesi wi Builw g & 10T 0. LY IR RN
The egrec-.ent alse provides for a tee of ': of 1% per annum on the unused commil:
ment. The Lortowings Carry an average interest rate of 12% al December 31, 1974 and
mature Aprl 1, 1875 Rt s miormaily undersigod that the Company wili mainiain com-
pensating Lalances on 2 yearly average pasis equat 10 5% of the total line of credi!
based on moniily bank statement balances. The normal delay in check ciearances
through the ceoosilory banks substantially meels this compensating balance require-
ment. On April 1, 1975 loans outstanding under the agreement w'l! be refinanced with
notes due Apnl 1, 1976 under a new credil agreement completed in March 1975 (sze
page 12}.

The Company has a supplementa! credit agreement with fi7# banks prowiding for
an addi onal cred:t line of £5,000,000 with interest on borrowings at 1079, of the prime
rate. This credit hine expires March 31, 1975. The Company has infrnally agreed to
maintain compensating balances equal 10 15% of this suppiemental line.

10) EEDERAL INCOME TAXES — The Compary's eflective Federal income tax rate
was 27 2% for 1974 and 21.1% for 1973. The difference between these efiective rates
anc the 48% Federal income tax staiulory rate compnses
1974 1673
ltems 0 which the tax effect has not been deferred il gt
in accordance with reaulatory requirements:
Depreciation expense deducted for income 1ax purposes
i excess of deprecialion expense included inthe
financial statements, net of hberalized depreciation treaied
as a timing ditierence. . . A% 16 4%
Allowance for funds used during construction included
as income in the financial statements and excluded from
taxab'e income : 4
Cenan 1axes included in the cost of ulility plant in the
financial statements end deducted for ncome tax purpoeses. . . . 3

..

2.

6 9%
= et

11) CONTINGENCIES — By complamt ficd in the United Siates Dighrict Court dated

July 18, 1872 the Muckleshoe! ingian Tribe bas sued the Company for $45.000.000 for

diversion and conwersion of water from the White-Stuck Rwer, and for an imjunction

25
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Notes to Financial Statements (Continued)

agains! further diversions, In the opinion o goneral counsel, the Company has sub-
stantial cefonses in this liigation and there 15 hittie likelihood of significant recovery
aganst ine Company.
Tne Montana Department of Natural Resources and Conservation has recom-
mended the denal of the spplication for a consiruchion pormit for two addiiona!
ing units at Colstnp Montzna, in which the Company is o have a 25% interest.
rings are 1o be held in connection with the application. In thy event the application
ts ultimately denied. the Company may have to charge operations with canceliation
charges of approximately sr.e;.'.goo and construction expenditures of $2.400.000 in-
curred to dale. Should any such charges 19 operalions be necessary the Company will
reques! the approval of the Washingten Utilities and Transportation Corurission 10
amorlize the charges over a perad of years.

12) EMPLOYEE PENSION PLAN — The Company has a nonconiributory pension plan
covening substantialiy all of its employees. The tota! cost of this pian for 1974 and 1973
was $2,300 000 and $1,800.000, respectively, including approximatzly $§725 000 ang
$587,000, respectivaly, charged to constiuction. Effective January 1. 1974 the plan vas
amended 1o increase plan bonefits which had no material effect on net income.
Untundadi prior service costs are being amortized over a period of approximate!y thirly
years. The Company's policy is 10 func pension cost accrued. At December 31, 1974,
urdunded past service costs were epproxunately $10.392,000. The actuarially computed
value of vested benelils exceeds by approamately S8,600.000 the value (basec primarily
on market) of the pension fund.

13) EMPLOYECE INVESTMENT PLAN—The Company has a qualified employee invast-
ment pian vnder which prescribed payroll deductions as designated by the employees
are deposited monihily with a trusiee and are used to purchase a diversified investn.ent
portioha. The Company makes a monthly contribufion to the trust fund equal to 35%
ol the basic contiibution of each part:cipaling emolovee, The basic contribuiion is
limited to 6% of the employee s regular earnings. Under the investment plan agreement,
all Company contributions are used by the trustee 1o purchase common stock directly
from the Company al & value esiablished by sales &t speciied dates on the New York
Stock Exchange.

During 1874 and 1973 the Company contributed approximately $240,000 and
£253.000, respactively, in cash to the plan and the trustee purchased from such con-
tributions 12,802 and 9,706 shares, respectively, of common stock. Proceeds from such
sales were credited ta the comimon stock anc additicna! paid-in capital accounts on
the books of the Company.

14) RESTATEMENTS — In accordance with regulatory requirements effective January
1, 1974, contributions in and of construction have bean reclassified as a reduction of the
cost of uttlity plant. Utility plant as of December 31, 1973 has been restated to reflect this
¢change resultng in a reduction of §12.954.000. Previously such contributions were
shown separate’y among the habilities.
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To the sharehoiders of Puget Sound Pcwer & Light Company
We have examined the balance sheet of Puget Sound Power & Light Company as
of December 31, 1974 and the related statements of income, earnings rein-
veslad in the business and changes in financial position for the year then ended
Our examinauon was made in accorgance with generally accepted auditing
standards and. accordingly. included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circum-
stances We previcusly examined and reporied on the financial statements of the
Company for the year 1973,

In our cpinion. the aforementioned financial statements present fairly the
financial position of Puget Sound Power & Light Company at December 31, 1974
and 1973. and its resulls of operations and changes in financial position for the
years then ended, in conformity with generally accepted accounting principles
applied on a consistent basis.

In addition, we have read certain historical accounting information included
in the nonfinancial statement sections of this annual report. as identified therein;
have compared il t0 data taken from the audited financial statements: have
subjected it 10 audit procedures; have verified its mathematical accuracy. In
our opinion, such data is fairly stated in relation to the audited financial state-
ments taken as a whole.

COQCPERS & LYBRAND
February 12, 1975, except as to Note 9 with respect to which the date of this
report is March 25, 1975,

Seattle, Washington

Fiscal Agents

Common Stock: Transfer Agenrts. The Chase Manhattan Bank, N.A., New York,
and Rainier National Bank Seattie; Reqistrars, frving Trust Company New Yo'k,
and Pacilic Nationa! Bank of Washington, Seattie.

Convertible Preference Stock: Trans‘er Agents. The Chase Manhattan Bank,
N.A . New York, and Rainier Nat/ >nal Bank, Seattie; Registrars, Irving Trust Com-
pany, New York, and Pacific Nationa! Bank of Washingiton, Seatile.

Preworred Stock: 4.84% and <4.70% series: Trans'er Agen!. Ranier National
Bank . Seattie; Registrar, Pacific Nationai Bank of Washington, Seattle 8%
series: Transter Agents and Reg:sirars, Manutacturers Hanaver Trust Company,
New York, and Rainier National Bank, Seattie

First Morigage Bonds: Trustee and Registrar, The First Nationa! Bank of Boston.,
Boston

Debentures: Trustee and Registrar, Continental liinois National Bank and Trus!
Company, Chicago.
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Historical Summary of Operations and Statistical Record

*Audht prOCotutes apohot, Soe Auchirs

SUMIZARY OF OPERATIONS (1nousands of Dallars)
Operating revenues

Residential . .. ...._..0.vou.s P T e A e
T T Ry K A e e S Y S R

Tolal Gperaling revenues . . .. .......covvuassnss

Operation and MEITIeNENCE . . . . ... v insnne s onsns.s
T T e I R R
Taxes otherthan iNCOME tAXES . .. .......cvvvvovenesns
FEderal INCOME LAXES . . ... . oo v v s vne s snhoaneinnsnsine

Total operating expenses . .. .............vu0..

TR T e e R e M e W
OINOE INCOMS == P, 5L o550 v e i wais wvess §aewie s

income before interestcharges. ... ..............c....
o T S i S et T

e e e R e S L

Preferred and convertibie preference stock dividend

RN e e N bl TR e B e T b o e e rar el R

Earnings per commcm mare - assummg no conversion. . .
- assuming full conversien . .

Dividends per share of common StoCk . .. ...covvunnenn.

Pay-out ratio on COMMON SI0CK . . v . v is v ve v ernnnnennes

STATISTICAL RECORD

KWH generated, purchased and interchanged (Mitlions):

Tota! Company gensrated. ..

Eleciric energy sales — KWH (Mitlions):
Residential . .

Per residential customer:

BONUBRTUSE (KW . . iy e i e i ins bt cobn s Chndes
T e R L P e
+ verage rate per kilowatt-hour. . ... ... 0 i
Peak load — Kilowatts (thousands). .. ........coonvun..
Capability at time of peak load - Kilowalls (thousands) . . .

Capitatization ratics*

Long-term (excluding bank loans) . . ................
PRI BIDEK . . . o i b s T S v s AR e b
Convertible preference stock .. ..o e v ennnn.
Common shareholders’ investment. . ..........0vuuan
R 2k hd s e e o Bt b o e s 5 5 i o 2 T

Total regular employeces (December31). ... .o v v i nn.

28

PUTChiBsOd DOWEE . .\ il svis Ve i e 8 nh Sa b nie 5%
Interchanged power (Det) .. ... ..ot v iirivninenins

FERREDUEOAR o 355 i w dimmni i b B B ] I ke o
Losses and Company Us8 ... oo vn v iivivinnnmenses-

Total energy BaleS . .. ... ve it inea e

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

% el Tin e R S el S e e S S S
IR 0L o T D s 3 2R o e i i T e e ) S s

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

TOWRIBARTOY BRIBS o it v vobvee cnnninnsbrs s inss
Total average number of CUSIOMErS. . . ..o vinnennnn.

1974 1973 1672
$ 72,722 S 65249 § 614z
36,230 32.920 20640
15,146 12,502 11.450
18205  6.2% 5422
142.393 116,902 108,145
64588 <~ 54870  51.212
13,850 12,331 11.204
17,042 14,851 13.257
8.003 4,143 3.92¢
103483  £6.205 79.5%0
38,910 30,657 28547
6,218 3313 227
45,128 34,010 30,764
23,743 18547 14720
21,385 15,463 16.044
3,314 2,569 2.29¢
$ 18,071 § 12894 & 1374
4483216 4370682 4.367.0:°
$4.03 $2.04 §3.14
$3.88 $2.60 83.08
$1.08 §1.63 &1 61
49.1% 67.3% 606,
1,794 1,485 1,45
10,350 0.225 014
474 737y
12,618 §.078 0E7
(847) (658) (7%
11,77 832 0 - BEEE
5.040* 4913 4.85
2,043" 2.049° 1,85
2 oso' 2.041° 1,80
638" 1 317 2
11_.771- 9,320° 8,855
403,409 393 553 5?9?'5
13,856 13.663 14,151
$159.94 $184.03 $178.69
1.44¢* 1.33¢* 1.26¢
2,058 2.077 2115
2,379 2,283 2,280
59.4% 56 4, 68.7
6.9 86 55
28 33 34
: 309 3_1.7 - 3"1
1ooo° ~_1000% _ 103C
819 T 5 R i

Repon tinchides 2.364 K\WH (mullions) of lirm and pon-fem a2ty 8¢ 410
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§ 49897 S 47025 |s 30782
24023 21,976 13 823
€.884 8,520 6018
3876 3448 | 2247
86 682 80892 52 931
41,703 36820 | 27219
8,585 7.860 4.375
10,889 10,052 6,480
1,692 450 ™ 952
68,284 61,627 58453 39,026
25817 25,055 22,446 13,905
1,914 1.080 723 747
27.731 26,145 23169 14,652
13,868 13,100 11,441 5.279
13,863 13,045 11,728 8,373
2,333 2,366 1.454 1.370
$ 11530 $ 10679 S 10274 |S 7.003
4112676 3953799 3953501 |3.693.501
$2 80 $2.70 $2 60 $1.95
$276 $267 52 59 -
$1.82 $1.76 $1.70 $1.60
65.0% 65.2% 65.4% 82.1%
1.404 1.250 1.238 1,136
* 608 7.165 7153 4172
A ey gon | 26
8.833 8,189 7,690 4 682
. (Bo6) (782) (749) (594)
8027 7.407 6941 | 408
4557 4,164 3,928 2 460
1,722 1,545 1,302 737
1,506 1,492 1,449 760
242 206 172 131
8.027 7.407 6941 | 4.088
367741 354,752 339560 | 258940
13,711 13.042 12,910 10,556
$163.77 8156.28 $15467 | $132.00
1.19¢ 1.20¢ 1.20¢ 1.25¢
1.850 1,711 1,613 1,139
2,186 1,896 1,807 1372
56 3% 58.7% 5599 53.9%
65 60 78 118
38 39 43 -
334 305 320 34.3
100.0% 100 0% 100.0%|  100.0%
1.665 1679 1.724 1,564
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MANAGEMENTS DISCUSSION AND ANALYSIS OF
THE SUIZIMARY OF CPERATIONS FOR THE YEARS
1974 AND 1973
The mtenm and genersl rate inurease accounted for
about $11.3 mition of the increase in operaling
revonuys e 1974 The gareral rale iNCrease was in
efect only Cunng the last twg months of 1974 and 15
expectes 1o ingrease tevenuss for 1875 Increases
sd'es 19 other uldiies eccounted for an agononal
$11.1 million of increased 1974 operating revenues
Althgugh the Company oxpec!s 1o sell pewer 10 oiher
plllies n the future, tne amount Of sucn sales Ce-
pengs primarily on the avelatiiity of power in excess
of the Company s requirements

The increase it operdlion ans mantenance ex-
penses ‘or 1974 is due 10 nCreased purchased power
costs and 1o nligtionary faciors resulling in inCreased
wage raies and materia! and supply cosis

The increase in depreciation expense far 1972
and 1973 15 due 10 increased gepreciable elecinc
plant and 1o an increass in cepreciation rales n 1874

Taxes othar than Fuderal Incomoe 1axes increased
in 1974 any 1073 cue 10 INCrERSE revenues proparly
VEiZal1 OnE ang £ai2nis ang wages upon whgh tne
ciher taxes are based, togeiher with increased 1ax
rales

Federal income taves were sigruticantly higher in
1974 primarily Cue U the increase in taxadie InLomMe,

The increares i ofher incams for 1974 and 1573
ware gue 10 1) ingreasés 1 ine alewance tor funds
used gunng construchion which 18 attributable
o highar levels of construcion expenditures ang 21
an increase \n inlerest income from funcs invested by
he trustee ¢l the 5.50 GOyl Deass

The highor interest charges in 1971 ang 1973
are due to igher teveis of short Wi Sebt as well as
higher shod term intercst rgies and 10 the
o' adui.onal bon3s in 1972, 1873 anu 1973 &t interest
Fates in EXCESS O pnipr gverans rates

" RPUBWEVN

IEELENCE

Earmings Per Common Share and Operating
Revetiues by Quarter for 1974 and 1673

1874 1875

Earrings Ore ating Eartings Cpetar'ng

per 16 v CNucs oer evenyes
common (THousands common (Thousanas

share! of Dol'ars:  shavet of Dotrars)

First Quarter s$1.48 $ 37688 $1.42 $ 34894
Secong Quarter ... 1,15 38517 Ral 23.153
Thire¢ Quarter ... 54 32 751 23 23832
Fourth Oua'ter E6 33757 58 29 268
For the Year.... $403° S12303* 8204 $NIE.805

tBased upon average commen shales ouwistanaing
assuming no convers«on of prererence SI0CA

Common Stock Price Ranges and Dividends
Fer Share by Quarter for 1974 and 1873

1974
Price Range Dividenss
High  Low Por Share
First Quarter . ........ ..... 28% <253, $ 43
Secong Quarner | senaet ® bness  SONE - Ty &8
Third Quarier . .......: L 213, - 18 43,
Fourth Quatter .............. 2% = 18% A9
1673
Price Range D widends
High Low Per Share
Fust Quarter ... ...... ... . ' =307 $ 49,
Serond Quarter .. ... . I3y - 200 40
THhUS OUARSE .. .. v oiivneinnsn 2870 = P8 401,
Fourth Quanter .. ..... ...... 29 =23 48,
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REVENULCE AMND BARNINGS

Change Lo
1874 1573
Qogratng B snues IR 45 L o St L A

a7 g : B Nethceme . . SIAIBLO0  -§ W60
e ¢ 2 i Earnings per share of Commen Slock '

g ' (RS 61 B 745 e erare ehavey ‘
o | ' ' ¢ vulsiangiog duting year! 2.11 = Tganie
N - ’

g Earnings per shere of Common Steck
oA frgod on .515.007 totii shares ¢
R oufstandiogl . .o .. 211 Sronts

E.

e - DIVIDENDS PAID

L . _ Common Steck . . § 10136000 - -8 287000
: f

Per share ot Common Stock ] 149 B eents

CAPITALIZATION
155 % Debt o . $262,450.020 - RY4 20850

3 X Common Equily ‘ 137,237,009 = 4880 s
B Totel . ¥ = $390.736000  -SIBGELC.
i
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The shadous at day's end Gromatin the €04
Tower & domingat struttore on T 1000 Dosds
Fair siie in Sunvane Vetringhio Vore e 004
i tast i contemalntiiy quiel FAT6 L L0
guite Zilferent impact on Spgnane 2wd e dn
Empire of tne Pasific Rortewest Dmetpe | b7
e Weeld's Fair is tho spinit of 2 new LAY L ‘i
the tepion This resusgente Piouiles aviter o ;
monsion fo the repion's gocnmain silosty 2t
cultpee, mining, and forestry, Prolvsunt 20 &

dustry 210 secking the Infangd Enipitd e &0 WL -
of prosperity. 18 alt ¢*forts 10 b e ot j
the area, Th Washirgton Wiater Praer € o1 iy w
an cuger partner. '
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for a generzl electric rate increase
in the states of Washington and
Idaho. The Company takes pride that
in the past 14 years, through eil:-

’ and other factors, we
were able to make five separate re-
ductions in the cost of electricity to
our customers. However. your Com-
pany was forced to yiela to the c-a-
matic inflationary spiral of 1973 and
1974, The continuing pressure of in-
creased operating costs, burgeonin
Interest rates, and need for capita
to meet construction requirements,
left your Company no aiternative but
to file in January, 1974, a proposed
rate increase with the Washington
Utitities and Transportation Coiamis-
sion and with the Idaho Public Utili-
ties Commission. To meet current
and future encrgy demands, your
Company must generate additional
revenue to maintain its financiat in-
tegrity and to centinue to attract in-
vestor capital at the lowest available
A0St

.

Company diurectors Roy | Jehnsoa  Spokane,
Washingtzn, and James B MciMongle, lewiston
Idaho, exanmine the system control comstle i the
Company's Pawer Supply Department

The proposal made to the Wash-
ington Utilities and Transportation
Commission and to the Idaho Public
Utitities Commission would have in-
creased system-wide gross electric
operating revenue by $5,000,000, or
approximately 10 per cent.

In August, 1974, the Idaho Com-
mission 1ssued its order granting the
irerease as filed, subijoct 1o a 30-dav

iting pericd. Trhe Company, in line
with its policy of unitorm electrical

(Continued from Front Cover)
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rates throughout its service area, de-
ferred the increase in the state of
ldaho in anticipation of an eariy, fa-

vorable order from the Washington -

Commission,
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King Cale, Presicent of EXPQ 74, Kinsey 4. Rub
inson, Chairman of the Board of the Company. and
Robert S. Beatty. Resident Manzper for Standard
Oil. pay a wisit 1tz the Energy Pavilict. one of the
leaiute aliactions of TEFQ 74 Ns. Rabinscn was
eh aulive member of thr fvecptne Cormitiee of
the Board of Directors for EXPO '74.

On November 1, 1974, the Wash-
ington Commission issued an order
allowing the Company an increase of
about 7 per cent of additional an-
nual gross revenue in Washington.
An increase in excess of $3,000.000
had been requested. Approximateiy
$2,400,000 was aporoved. The Com-
mission also ordered the Company to
combine and modify the residential
rate schedules and to add a 5 per
cent surcharge to billings for com-
mercial and industrial accounts dur-
ing the months of November, Decem-
ber, January, and February.

The Commission, justifying the
surcharge, stated, “The purpose of
the surcharge is to emphasize the
need to limit energy use wherever
possible, especially during the pe-
rind of winter peak demand.” The
Commission further stated that the
results ot the surcharge would be
evalugled. Frem such evaluation
could stem continuation of a like sur-
charge for future periocs. extension
of tha surcharzs to include residen.
tial custormers, or abandonment of
all surcharges. The lalter decision

1his magnificent home for the portar
arts. binit 2lpag the Spokars Rued 18 o
the residuasi benetits te Soosone from FYB) 7
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could result in refunds to the cus-
tomers involved.

The Company made a counter
proposa! to the Commission involving
the residential rate schedule and ap-
plication of the surcharge to certain
rate schedules. The proposal was ac-
cepted. The new electric rates be-
came effective in Washington on Ne-
vember 12, 1674,

The electric rate increase in idaho,
as originally applied for, became ef-
fective Novemmber 13, 1874, It vail in-
crease gross revenye by $1,604.000
Wver e o e e ]
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). P Buthley. Company Secertary, lecohs on as
journeyman Temt ). Solbrack explains ¢ piece of
sutomotive gear to directer Lugens Thompson,
Mascow, loaho

annually. Eiectric rates will now vary
between the 1wo states.

® ¢ fate November, both the Wash-
ington and Idaho Commissicns issucd
orders permitting the Company 0
pass along certan increases in the
price of natural pas. These “tracking”
increases allow pipeline price in-
creases to flow through o our cus
tomers. The increases retiected the
net effect of five separate rate ad
justmants. In Washington the new
rates also include the cost of the
state gas excise tax. Effective dates
of the increascs, purposely delayed
to give aur customers the henefit of
a refund receivad from ¢ = former
supplier, €l Paso Natural Gas Com-
pany. were Decemboer 2 in Washing
ton and Decembar 6 in Idaho.

The eatural gas rate incrcazes will
add $£35.00 to s O ¢ yoar 0
avirare residential bieating bitl. The
entire amount of the increase 1o ail
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Comcary Yeessurer James it Coomhs, rate/es g
departmental v)5t from ouectors Jeries b Pocre
I, Butte, Nonlanz, and Bogney G Allr, Leseville
Connect:tut
classes of custormers is designed to
offsat the costs associated with the
higrier price of gas purchaseg from
our pipeling supptier, Northwest
Pipeline Corporation. In a littie maore
than onc year, the price of gas deliv-
ercd 1o ouwr pipehne SupRlior re
Caniads has more than triniad. Since
October of 1973, the price has risen
from 32 cents to $1.00 a theusand
cubic fest Canzda it ihe source of
abou. 70 per cent of the gas supply-
ing the Pacific Northwest.

Rates for steam heating service
were increased in March and Decem-
ber, 1974, to yield approximately
$£290,000 and $550,000, respec-
tively, on an annua! basis. These in-
creases were primarily for increased
tuel and labor costs.

The Company filed for ¢ water
rate increase in January, 1975 The
proposed incregse would generate
approximately $197.000 of addi-
tional revenue in Washington on an
annual basis.

The Federal Power Commission,
on February 4, 1974, accepted for
filing a new wholesale tariff based on
four new contracts between your
Company and certain wholesale elec-
tric customers. Contracts with Mod-
ern Clectric Water Company of Spo
kare County, Washington: the city of
Chewslah, Washinpion; the city of
Piummer, kiazho: and with Citizens
Wtiiitios Comnpany 1o rosalé in por-
tions of Shoshone County, 1daho, in.
creased our wholesale electric power

rate by a2pproximately 25 per cent
Preceding contracts with thes:
wholesale customers had been 7 2
fect for up to 20 years, with ng ir.
crease in rates during that perins
The new rates will increase the Com .
pany's annual revenues ghout
$203,000.

Gross operating revenye incress..~
$17,099,867 durirg 1974 15 2 rr.
high of $110,098,432. Tre impac. o
the recently granted rate increzse:
is not fully refiected in these figure:
Earnings per share based on 2408
shares amounted 1o 32.11, 2 nor
pared with $2.04 during 1973

The Board of Directors incre:
the quarterly dividens payable
cember 12, 1974 to 38 cants
share. This increase in the quar”
dividend ¢t one cenl & snare |

y 52

. annual rate of $1.52 is the secons

increase made during the curre
vear. Your Board of Directort bz
nroviously innreacsd the aaidarn |
one cent g share on & guarterly br
effactive with the gwidene gz
March 15, 1974, g I
marks the twalfth consecuing
in which the divideng hat b+
raised. Dividends have been peld
outstanding shares of Commen Ste s
without interruption, since 1857

On May 10, 1974, the shaehnis
ers of Columbia Gas Compgany o
The Washinglon Water Pewer Coe
pany voied on g plan of merpar, (40
November 2, 1973. The mer
agreement, which was tc becor
fective with an affirmative veto ¢l 17
less than twe-thirds ¢f ine oot o
ing shares of botn corpareiions,
ceived a favorable voie o 74 !
cent of the ouistanding sheric
Washington Water Power anog 99 oo
cent of the outstanding shares of
Columbia.

Shareholders of Columbiz CGi:
Company receive¢ ong share &F
Water Power's Commion Stook fo¢
each 16.3 shares of Commnr ;
of Columbia.

Through this merper the Compar
acquired about 1..°00 ra
customers i Ritoyi En {
den, Connefl, Goldendnie, and o

venson, Washingion. Adl emoléy o ¢
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Gas Company were re-
by the Company.

approved at the Company’s
meeting was an amengment
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‘ ' Stock Purchase
worizing future issuance of
shares of Common Stock
be offered to employes.
present time, more than 65
cent of the regular full-time em-
own stock in the Company.
June 25, 1974, the Company
ed into
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eight service area banks under which
a maximum aggregate amount of
$35,000,000 may be outstanding.
This revolving line of credit is avail-
able for borrowing by the Compeny
from October 1, 1974 to September
30, 1975 Notes issued under this
agreement mature on December 1,
1975, and bear interest at the prime
commercial loan rate of Seattie-First
Nationai Bank during the life of the
notes. An initial borrowing of
$18,000.000 was used for the pre-
payment of notes outstanding under
a prior credit agreement. The re-
mainder is available for construction
purposes. On December 31. 1974,
$27,000,000 was outstanding under
the credit agreement.

v February of 1975, the Company
suid $25,000,000 of First Mortgage

a credit agreement with

-

Bonds and 400,000 shares of Com-
mon Stock. The proceeds available
to the Company from this sale were
used to prepay $27,000.000 of unse-
cured promissory notes due Decem-
ber 1, 1975. with the remainder
available to financ. the Company’s
construction program.
The much-needed 2,770,000 kilo-
watt hydroelectric project on the
tiddle Snake River at tne Mountain
Sheep-Pieasant Valiey sites survived
1974 congressioral attempts to
’ - mv’--m’ '-»-n---—‘“mﬁ-‘
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The Retirement Committee of the Reliremen!
Pian for Washingion Viater Power Company em:
pioves conmste of dicector Aithur L Barmos, Spo
kane. Washinzton, Company President Wendeh J
Satre: and Aian P, Ohelly, attorngy, Spokane
washington

>
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block it by setting asidc national rec-
reation or park land areas. The proj-
ect, sponsored jointly by Pacific
Northwest Power Company and
Washington Pubiic Power Supply
System, has wide support in the re-
gion, as indicated by public opinion
surveys and testimony at hearings.
The case is still before the Fed-
eral Power Commission, which has
scheduled the filing by its staff of a
fina!l environmental impact state-
ment for comment and additional
nearing. A i not anhics

patedt before 1976,
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Production at the Centralia mine,
operated by your Company's wholly-
owned subsidiary, Washington lrriga-
tion & Development Company, has
improved substantially. Instaliation
of a Bradford rotary breaker, in June,
effects preliminary separation of
waste matcrial from coal end in-
creases coal-hangdling capability.

There are many problems in the
mining operation. We are working in
a highly fractured area. Clay seams
complicate separation of coal and
residual material. As a resyll, the
contract delivery deficiency from
mine to plant wes epproximately
322,000 tons at December 31, 1974.

Contract payments received, ap-
plicable ta this deficiency, have been
deferred until the coal is actuaily
delivered.

The statemant of income, else-
whore in this rapert, shows a loss in
equUty IN earnincs 0f SUBSIGILIY €G-
panies for 1£74. A 35 per cent in-
crease in the price of coal sold {0 the
steam generating plant, effective
February 1, 19735, will result in &
marked imgrovement in income from
our Centralia operation

In 1974 the Company res’sted the
initial requests by union-represented
employes, considering the requests
excessive and contributive to the in-
flationary spiral As a result, the
Company was struck for the first
time in its history After six weeke
the strike ended with a new three.
year contract, Siriking enployes gon-
crally deported (hemsoives in a dig-
nified mannor, Customer ingorven
ience was minimal because of extra-
ordinary effort of nonmanua! em

ploz.es.

uch of our report so far has con
sidered high prices, high interest
costs, and the immediate need for
increasing rates for utility services.
We do not believe that any request
made 1o regulatory authorities for
such increases has been unrealistic
or excessive, We believe our custom-
ere have bonefited for more than 20
years fram the Company's feresinti
in twice doubling our hvaro-renerat-
ing capacity vuning the 1950s, a
time of relatively lg.. construction

costs and low interest rates.

We appreriate that precsures on
the poor, the e'derly, and the thrifty
have byt up social tensions. We still
consider that our utility services, par-
ticularty electric energy, are the
greatest bargains available t0 cus-
tomers on our system. We intend to
continue to provide service at the
lowest practicable cost consistent
with good business practices and ap-
propriate returns to the investors in
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Diteziar Pusee B Hagadore. publisrer, Coews
d'2lere 14ahe, shois the iterr 6! 8 rawspapcr

prieting roem to Artaur € Neddiam. Ceeur € Al2re
Civision marseting sugerviscr
ocur Company. Realistically, we all
may have to make adjustments in our
life style because the era of cheap
energy may be pone forever. Regu'a
tors of our industry must recognize
thal appropriale price NCreases now
are necessary and in the best jong-
term interests of cur customers gnd
our Nation

Your Company should enjoy en-
other successful year in 1975, As a'-
ways, it will depend in large measure
on the efforts of the Company's em-
ployes whose response has been so
commendable over the years.

Chairmian of the Board
Chief Executive Qtficer

President




The Noxon Rapids hydrce'ectre projoct targest
¢f the Company’'s power producers. spiils water
past its four 107 800 ke generators. The dam is on
the Clark Fork River in Nintana 20 miles from the
idahe state line

The Washing'on Water Power
Company is dedicated to providing
long-term, reliabie power to meet
growing customer demands. Because
our present power supply 15 predom-
inantly hydroseiectric, our customers
enjoy low eleciric rates. Qur com-
mitment is to the community, by
protectirg the environment; to cus-
tomers, by proviging Inw-cost service
with high reliability. and to stock-
ho'ders, by maintaining efficient op-
erations and paying appropriate divi-
dends.

The Company has joined other
utilities end 2gencies in the Pacifis
Morthwest, in a lang-term coordina-
tion agreement extenging uitil 2003.
This agreement providas for the co
ordinated oparation of most of the
power o!ur‘tf and rasencairs i the
areg. The Company aiso pariicipates
in an intercompany pool agreement
with six other investor-cwmned utilities
of the Northwaet., This zzreement
Provides ior opecalion ang pvoua‘m |4
(0{»'3\“(, W o T I:_ *'L. r’"’l IJ‘U! “,
and transmitting ulilities. Participa
tior by other utilities is invited. The
resulting codrdinaled operation hes
firmed ue thousands of kilowalts of
otherwise secondary power in {he
Northwest.

The Company also participates in
an area Hydro Thermal Power Pro-
gram This joint effort of Pacific
Northwest electric utilities forecasts
the facilities necaed to meet the re-
gion's chenging electric  require-
ments.

The Centraliz Steam E'octric Gen:
erating Plant. a 1,400,000 kilowati
coal-fwed project, was the firet ther-
mal plant constructed under this
program. Qur Company was one of
the two sponsoring utilities

Last winter Phase Il of the Hydro-
Thermal Power Program was adooted
to meet area needs through 1990.
Phase Il provides for (1) the area
utilities to construct generating facili-
ties to meel the area's energy re-
quirements, and (2) the Bonnevilie
Povier Administration to provide
transmission facititins and additiona!
peaking. at oxishing federal hydro
ptants. BPA will exchange transniis.

sion and peaking services for gon-
eration to meet their requirements.
The in-service dates of the two
coai-fired units at the Centralia plant
were advanced from *“e original
schedule by two years to provide for
the area's energy needs uncer the
Hydro-Thermal Power Program. Be-
cause the energy was not needer by
The Washington Water Poser Com
pany for several years, our share has
been assigned to others until necded
The Bonneville Power Administration
and the Bureau of Reclamaticn re-
ceived the entire ouu, it of the pland
an-d \ald a" ll‘(s pa ngis Ob-c;-‘:-\.
{Aarcn, 1974, The arrarpsntent o
the United States Bureau of Recig
mation (Central Valley Project) cons
tr..-( thrcugh 1981. Of its.unas.

AT g “rﬁy!'\" Orp(’ﬂuv';'\

a shail amount for its own igad
quirements. It has made short-term
arrangemerits for disposition ¢f the
remainger through 1977.
The Washingion irriga! ;
epment

¥ e

& De
Co-'rmnj-,'. a8 wholiy-ovmiel
subsidiary of th CO"'» any,  man
ages the surface mining g CpLration:
of tne coal tield for the Centrulis
steam plant, Con! production t
1974, reached 4.C00,000 tans, de-
spite a strike by the Operating Erci-
neers for more than ong month.

Additional electrostatic precipita
tore were added 1o the power piant
during 1974 at a cost of approy:.
mately $40,000.000. This cost, a:
with other capital piart costs. was
shared by the eipht utititips part'c
pating in the plant, on the
the share of power whicn each 15 en
titled to receive. Although these al
diticns corrected the emission prod
lem, the plant cannot yet operate up
to full design capacity of 1.400.000
kitowatts. However, it has been cer-
tified to operate at 1.267.000 kilo
watts. Modifications are now being
studied to enable the plant to operate
at its full rated capacity.

Reclamation of the area after cou
removal is proceeding as pianned,
Seventy thousany Dc..-' as 1
have teen planted o &y

claimed 1and. In additio

basis ¢!
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have been prepared for seeding in
the cortinuing soil reclamation, and
water-quality programs developed
for this area.

The Washington Water Power
Company continues its quest of
power supplies to meet future cus-
tomer demands. We are planning the
instailation of an auJitional 125,000
kilowatt hyore unit at the Company’s
Noxon Rapids hydroelectric plant on
the Clark Fork River. Primary pur-
pose of this unit ic 10 provide a peak-
ing resource. This unit is scheduled
to be i sorvice by November, 1977,
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The cantrel toom of tne Centratia Steam Electrie
Generatiag Fiant at Centrahia. Waskington, ¢ tfe
perve center for cperetivns. The plant has @ desigs
generating copacity of 1.400.000 Nilewalts of eict
tricity. The prwer is groerated frn cosl surface
mined i neacky ficles,

The Company is a paiticipant in
the construction of two 700.000 kiio-
watl coal-fired units at Colstrip, Mon-
tana, with four other private utilities
Water Power will have a 15 per cent
share in the output of the two units,
currently scheduled for operation in
1979 and 1980. The Company is
seeking alternate power sources in
the event that these units are de-
layed.

The Company is also parlicipating
in threo nuctear plonts, with a five
per cent share in their putput. The
first, “WINP «3. ' scheduled tor 1081,

is a 1,240,000 kilowait plant spon-
sored by the Washington Pubiic
Power Supply System. Th¢ szcuno
project is being developed by Puge
Sound Power & Llight Compary in
Skagit County, Washington, anc .|
have two units, each raied et
1.288.000 kilowatts Producticn
dates are 1982 znd 1555

While planning for the fuiure, The
Washington Water Power Company
has been able to maintain an emp'c
supply of electrical energy for s
customers during 1974, nidtfnoe
per cent of demand was mer by ol
tricity generated at our cun falults;
Twenty percent was obiaincd throu:
long-term partnarshindyoe Cortr
tual agreements for the purchose ©
fitmn povier from culiis ptic i |
tricts’ Columbis River projes.., @
teen per cent was provided by H
purchases or exchange arrangomai’s
with other utilities. The Wash.r 10"
Water Power Comasny &0 F & 1
vorahle position in maating s
reguiremants because ¢ its Gl
fied sources of power gernerdt
both currently and in the tuture

Because of tie critical water £
ditions during L summer ant
1973 in the Pazific Northwest ar
all customers wore asked 18 vo u”
tarily conserve eiectrical enerpy 1
dreught ended in November, 1872
with heavy precinitation. and in 1 -
spring and summer of 1974 alr ross
veirs were refilled by onz of tha |
est snowpacks o1 record, Cuttom o
continued to consarveg espi”
during the first part of 1€74 As
sult of this condilicn and 1%
national emphagis on consorvaliul
all types of energy, the Copan,
loads for 1974 were below thoi-
which were previously estimated.
During the past year the Compary
had a 2.5 per cent growtin in elects!
use. This was considoratiy  oun
than some of the utiliies tave o
perienced in the United Siaios (i
to the favorable econom.& conddi &
N our service area.
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Electric. natural gas ard fteam heat sérviges
wese provided te builtings on e J00pore Viothd's
Fair sile by the Company All setviles wetd urder
grinme it e beeping
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Acquiring and selling energy ptod
ucts is the mnmarwrpose of The
Washington Water er Company.

Income from electric saies repre-
sents 67.7 per cent of total revenues.
Natural gas produces 30.5 per cent.
District steam service to downtown
Spokane yields 12 per cent. This
centrzl steam service contributes 19
“clean air," since individual business
buildings can dispense with their
own boiler plants. Water service pro-
duces 0.6 per cent of the Company's
revenues

In 1974 electric service was Pro-
vided o 188.17% cinslomers, inshel-
ing 4.607 aduea during the year, an
increase of 2.5 per cent

Althgugh the gverage residential
custcmer conserved an estimated 3
per cont. Hig net average Usass attu
ally increased 190 kwh over 1973 1
12,857 kwi Total residential kwh
consumpton incregsed 4.1 per cent
This cvera’ gain, even in the face of
conseryation, v aus % A g"; ng
fumber of cusigrmars ahg {he 9
creasing selection of electricity for
space heating, In 1974, 23 per cent
more resigential electric heal insta
latiorrs wete added than in 1973

After 12 full months of conserva
tion practices, the combined electric
consumpticn of commercial and in-
dustriai customers increased 1.5 per
cent, considerably less than in pre.
VIGUS years

The Company's customer servins
representatives advice energy users
on the value and cost of America's
energy reswurces. Wise and efficient
energy use is advocated thravgh paid
advertising, news and public media,
speeches, and customer contacts.

Accurate and explicit information
helps the consumer establish his own
energy management program. Par-
ticular emphasis is placeg on bome
insulation technigques.

A specialized representative will
inspect any customer's home to rec.
ommend the appropriate insulation
required to save energy. The Cem
pany also publishes insulation infor-
mation, epcodic anplancd consump
fan aata. JrEt SULt tigns on (”fl'
cient yse

The most obvious intication of the
effectiveness of these consen. o
efforts is shown by the 65 per ¢or*
grep in natural gas wce in 187- O,
the average residental CUStmLT.
Natural gas is cold tr 69,541 custorr
ers, including 3,447 adced in 1977
an increase of 5.2 por cent.

The Company's workig rel=.
ship with customers regu ur“- canie >
traticn on changing Nescs arnt on’
uses. This expertise reguires ke
edge in home econornics farm
energy applications, resigenty
commercial ard industnial recu
ments, end other v"" qEcht
such as highway lig?

The Washingion :u,‘r- Universh
agriculiural research 1
beer COMmmissicred 1 ae e
tential foon-olant Canetile ey

AaraneEnt ?
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(iwr 300 job sRalE 3 Bhpite Ll AR
tions of The Washglon Watgr Power Lo

the warm water discharge
thermal electric pover pla
Company also is testing two ¢
panel trucks, using them i
formerly done by gasolitspow
vehicles. The Company bobey
electric transport will incresse
The Company also particinzts
research activities of the lluming
Engmeemg Research losiitut
Institute is concerned wilh deve
g maxtinum energy efiiciency o
myriad of lighting appications

-




H

1 S :
‘f.a = RS A . . "‘:

During 1974 the Comipany ecntin-
uad fo meet tha natural £as nedds of
its firm customers while satislying a
relativeiy high level of interruptible
custoimer requirements.  However,
tha shartage of gas from Beitisk Co.
W 5. Cansds, canlhiudd during
19,4, and added materially to lhe
geoblem of maintaining adegquate
gervic . The deficienzy for the Pa.
citic .Jorthwest averaged about 160
million cubic feet par day during De-
cember. This shortage of Canadian
zu resuited in reduced deliveries

om the Northwest Pipeline Corpora-
tion, the Company's sale pipeline ras
supplier. Much of th: Company's
share of the pipelina fas deticiensy
was offset. however, by utilizing the
Company's full entitiement to deliver.
ies from the jointly.owned Jlackson
Prairie  Underground Gas Storage
Project.

The Canadian gas supply defi.
ciency continues to be of sericds
concern to the Company. The prob-
lem stems from water encroachment
inte high-productivity wells in the
major gas producing areas of north-
ern British Columbia To eliminate
the problem, pas producers will be re-
quired to make substantial invest
ments in additiona! gas wells and ex-
fhvalery drilling The Comparny be-
ieves that an adequate wellhead
pries for (he gas procacers in British
Cu Lie 12 wital in oroer that reme-
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A neteork of deperdable raturs) §as hines pro-
yigay matvze o VAP cuntimaer TR piztute
shows the instaliaton ¢f 8 § Gustritytion Line W
increzse rehabliity ¢f service 10 Company custom-
ers in the growing Spukance Valles.

dial wark can be gccamulished ang
the deficiency eliminglad,

The Company, and the other two
joint owners of the lackscn Prairie
Underground Gac Storepe Project,
agrecd 1o increase the underground
storage deliverability of the Project
to 300 million cubic feet per day in
1975. Additiona!l gas was injected in
the sutamer of 1974 to bring gas-in-
sturage to 21 3 bitlian cubis feet, The
peak day deliverzbility for the 1974-
75 winter was 240 millien cubic feet
per day. On ‘e peak day in January,
1974, the vempany met wpproxi
mately one-third of its total system
logd with gas withdrawd from the
Jackson Prairie Underground Gas
Storage Project. During the 1974-75
winter the Company has satisfied up
to 40 per cent of its peak day load
with undergroui 8 storage gas, fur-
ther indicating the importance of the
facility to the Company and its
customers,

Three additiona! wells were drilled
in 1974 into a deeper storage forma-
tion that is being inve§tipated, This
preliminary poeolopizal evaluation in-
che atee that this deeper zons has the
potential to store as much gas &5 the

2IT L IV =1y



lowing sixteen years

ion initiated by the Depart-
of Justice of the United States.
Company is working vith our
new supplier on a number of supply
projects in addition to the jointly-
owned Jackson Praitie Underground
Gas Storage Project.

- -

-

ngmmbw?mmd. -
~On January 31, 1974, the E| Paso © Rocky

tion for natural gas in the
ntain region. Four wellis
had been drilled oy year's end. Whike
2ll four of these wells had shows of
natural gas, none of the first three
were considered to have commercial
quantitizs of gas. All three were
plugged. The fourth well has encour-
aging indications of gas in commer-
cial quantities, and casing pipe was
set in late December. During Febru-
ary, 1975, the well was completed
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Northwest  Pipsting Corporation

has been certified o build, and is
fow constructing, a 150 million
cubic-feet-per-day liquelied natural
gas plant. Your Company will take ap-
proximately 14 per cent of the ca-
pacity from this new facility when i
becomes available in 14976,

The Company is also working with
Northwest Pipeline Corporation and
regional gas distributors or a curtail-
ment plan in the event that pigeline
shortages threuten high-priority tirm
loads. A proposed Interim Curlail-
ment Plan is pending approval of the
Federal Power Commission.

An application was filed with the
Federal Power Commission, by the
Company's pipeline supplier, to con-
solidate the former Columbia Gas
Company's service agreement with
the Company's combinsd system gas
supply contract. Approval is expected
" Q‘ﬁ“r. 19’5

O Aprit §, 1974, the Company and
two other pas. dostribltion compsn
ies initiated a Joint Venture explora

A fow seridcn covter (41 thy Comfary's Lewis
Clark Divigisn wis piesed am operatiln during
1975 Company lacifit gs in 2l mapor cosating
tenters are designed as functional parts of the
Lommunity,

and testad ang found to Le » com-
mercially producibie gas well,

I P T I CI——— —

Company construction activities
continued at a high rate guring thz
year
Improvements ang additions were
completed on generation, itrans'r s
sion and distribution tacililes tne
natural gas system, the stearn "est
plant service for Scokane's cerire!
pusiness disirict, and o5 SEverg
small Comgany-twned voaltr &
tems. A budget of $27,115.000 va:
expended on these operatior

A new underground 110000 ve
transmission line wae insipliel
Gring a tupdly o tiv Post §in
substation in downforn Sociens.
jeistatiaticn is our first analiaatic
oll-tilied, high-voltege cabio. The
SUPPly Provides greater calniil
reliability to the gitairg oo
gowntoan arca
. Nearly 100 per cent relizbilliy v.a0
goiieved in folal services 1o LXUL
74, The single glogtrical ouisil o
tausad by the Consiruct'an o
£¢ olhpis, A snpesynl § sy
&hie materials will new b rome
The permanent Lgokbone gvit
will remain to serve (he o'ty -
cuhrements of the rivecires Larl

Substantial reletetions ¢f el
distribttion and transmission i
substation cquipmaent, and nalos:
g=s facilities were compittes i 10
Lewiston-Clarkston area bators ti¢¢
voir impoundment cooan bening |
Lower Granite prajesi of the U
frmy Corps of Enginecre. Tie
curomonts for eoniinuous 140
fLom old faeliities, while conghrns
ric facilities, were met witiy i
convenience 1o our Custnm o

Company practice of encouru
underground  electric  dotribut
fines in new residential grées shoy
positive results, Obviously, dove's |
ers fzel that underground ¢ f ¢ioc |
trical faciities it an aset in Y |
competitive realty moarke! |

Approximately 350,000 feet of oo
maine and services were inods
Polyethylene pine voas usid o n
of these inslailauons.
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L A majot mairtenante projact ef & ity i§ caring
for gentialicr ecuspment. Ceoe wiZh job gunts
JO1n was reGingiNE he €4ils 0 @ sontralyr 008
Company's Nusco Rapms proseet Work scusdides
often extended into evening houts,

HMydroolestiriz plants of Ths VWael
inglor: Valer Fower Company ooer
ate in a backgrouny ¢f 200,000 acres
of beautiful mountain lakes and res
ervoirs. The ‘Company cooperates
“'l‘h 'ho c‘?a'a hrh gt g-rwn d_, r'-.
ments of Washingten, 13aho, and
Montara, in develeping hig gh-quality
fishing in these waters, R ::S'?dfch ang
development programs to improve
fishing continue on a year-to-year
basis.

Especially noteworthy in 1974 was
: Jhe fishery work in ldalo in connec-
s tion with our Cabingt Gorge project
on the Claik Fork River which fiowe
into Pend Oreille Lake. Nationaliy fa-
mous angling in north Idaho's Pend
Oreille Lake depends upon produc-
tive spawning areas. The lake's huge
kamloops rainbow trout, up to c
pounds, atfurds tishing unique in the
United States. Catches of kokanee
or landiocked sockeye salmon often
' reach 400,000 annually.
The Company is working with
Idaho State to help perpetuate this

higheque' 1y tishing, Spawning chan-
nels producing hundreds of thou-
sandls of (rou! ahd kekande s
{ boen constructed
: Three large camperounds en the
‘LI
L

Noxon and Cabinet Dam reserynirs,
and a picnic area on Long Lake a¢
filled to near capacity througni., e
summer seasons. The Company Jo-
operated with state and Fegore
agencies in the development of (he sy
campgrounds.

The Company has spent more than
$8,000.C00 as its 15 per cert & s by
cf a2 some $50.000.000 expenz iy
at the Centralia Steam E!ectr.c. Dn:s-.
on air and water poliution preveniion
facilities, At Centralia, the Compeny's
tand rehabilitaticn program f .J
follows the minirg of the &Wo
cluties preding. terracing, plantine
trees, shrubs and grass, st oo
trolling water quality. Costs are $007
per acre, The C(lr“f‘.s“‘v Is-cornfic.
‘ruaa lb~'¢ 'ep‘ rqr’b :’r ‘:‘ '> FCLT, ‘.
will re-gstablisty geme and bir

tat, mgrketable timber, angd agric.!
ture.

The importance of the acsthatic

appearance ot the Couapnary's esh
cel plant 6 redannized theous
policy of contwiuing fzsiily Fupeiv

ment and beautific ’lu*‘. Langstani:
and architeCtural smprovemanis Lay
Leen rmade in ftorage grege ondd L
statipns. Woadian Roles are beedy i
placed with low-profile stecl sy
tures. Decorative tighting is b, '@
stailed at substations. The Comy

feels that these dovalopmonis fov
t"b"t‘ chnl-- "'t) f’) ‘t o
mental guality of the region
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tior mutent than in the dra
matic rise in the value of Company
inventory. whizh increased
$1,690,626 from $2.68 ‘80'3 at the
ciose of business in 1973 fo

$4,272.442 3t the end of 1974

Price inpcreases, matenal shorts
ages, shipping delave, and the jong
lead time for ordaring are primary
reasons for the higher dollar vaiue
of inventory.

The coyt of such everycay require-
ments a8 wnndon poles and most
crossarms ingréased neany L0 per
cenl. Ceriain kings of congucior in-
creased 150 por cent. Gasoline in
created 42 per cent. Fuel ol for the
steam Keat plant and ﬂ".‘_ turtyne
goacralor naciessed 128 oee oo
Price intreases on other items rangsa
from a few percentags points to
doubie and trigie thelr 1973 tevels.

",
1 -
£ , .
R el AT e
e e &l
The trademark of service o a ulility is the
friendly amite which greets customers

and the cfe'ays in

f&teh;mg shinpments reouired egrlier
ordering in larger volumes te avoid
costly construction delay:

in recognition of tms growing
problem, revised crdering, and ware-
housing and scheduling procedures
ware put into st A slrong gitempt
was mads bufore both stste ropuls.
tory commiss 6ns to include the dob
lar value of material and supplies in
the Company's rate base Unfortu-
nately, the commissicne refusesd to
FECOENIZE INYENTOry a8 an element ¢
raie hgss

Tﬁl' er lﬁ'e' Ua' (g
aelier s Market o 'ﬁt“ tion atteot
Purchasing and Stores opération in

and the
a6 {he

othier viays. The Federa! mandatury
fust aiSDation PrLurem TeGuuesd &

change i iQt‘L-E'..a.mti'ﬂd presure.
ment procesures

Scarcity of materials necessitated
Slagte Somaheotinn WA 0 grenrisg
Py Coniatts vy 2
¢ OF vendors, ang mare
precise tch« uling of construction
projects. These wtiorte, comsined
with the efficiency of a nevty ex
parcice argl redesigriod Storpps fezil
ty, will eatle us 10 mest the ge.
mands of material management for
future growth in a changing markel,

S imteatings,
gpreater numos

B .gn;:r
£ __3, s y
> ~\i

P F‘ 3
.‘?;L;' - -—-?.; 27

Tt #1015 Cars %18 Tirtassd byt |
pary st yeor. 10 be vsed dor ol by shiica
of these was Chplaves ab W Bezepy By
during the Wond's Fav,

The Company has comeitiey
second year of a five-yeor Aifirmeil
Actich Program 16 incresse pas
mant and poward mobili'y o mivo
fiee aRn wertesm in s e foe
Audhs by agunts &F i Lot !
ploymert Opportunity - Cammini
indizgie that we are making 290
peogress 1ovarth the goals vt
eartr estatlished. Ve will contin
gliorts fo inswe that the (o
remaing, in facf, an Equa! Opgaris
ty Empioyer.

During the year, the Cempany
tinued to biuild or remaodie) s ¢ of?
and nperal.rm fugitives. A 0/
scquare oot office ang &e dica ooy
was bu'll in Othelie, Yash ngton
modern and oficent 28,000 s~
foot service conler was pric 4 2
the Levic-Clark Bivisign i Tyt
Washinpion, For the firs! time &
it was built in 1858 the
Central Dperating Facility is Lw

Nornpy e et
w1 Ty

expanded. The bulding modi{catie |
and an additional 18, 000 SGUE * G

of space will lcad to more conen
and efficient oparation.

necossitated by Company provih
An improved Company satety ¢
gram has baen recopniied mai

- e

Botiy wiie
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Instaitation of taturs! gas service lines reouines
3 pumber of spelidl skilly ¢f YD emplyyes

througin a safoty g4 8rd presented by
. the American Gas Association We re.
main in cemplignee vl the Natianzl
Qccuppticrat Sateiv ars Huatyr fict
TS BERORT S8
p-adtions for the cemputsr ars ac-
tively sought. An example 5 the
newly develcned domestic fas meter
petformance comrol prograr, which
will contribite more thar £1 miltion
in savings in the next 10 yesrs, Cus-
toiner billing coraputer programs
hove been exiensive'y moditied so
that aulharized 2hanges inlacif] rarss
5 can be put inte effect vithout Galsy.
h Adeguate autowrctive fusls were
availabie for ‘Company operationg
during the year. However, bath for
v improyved efficiency ard greator {n-
ture reliability, wundecpround fus!
tanks were instatted a1 several dis-
trict and division iocetions.

Lpeel afdlrie =4 o n
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Despite economic downturns na-
tionwide, Spokane and the Inland Pa-
citic Northwest service area continue
1o show eccnomic vitality. Contrary
10 a prowing trend in other parts of
the Nation o discourage industrial
and economic development, your
Company continucs to enccurags

economiz developnment consistent
veith energy resources and with the
needs of the area and desires of our
citizens.

Sparked by EXPQ 74, a Worid's
Fair dedicated to the environment,
the Greater Siokans Repion has -
posad the frend ¢f recession and
taken steps forwerg in 12 economy
A new skyling has resylied in goin-
towsn Spokane because of EXPO and
ciher conmercial building projects
wHigh ! purots $525000 000 5
the ecodorny. The EXPO siia remains
as a 100-22re dovwntown riverfront
park. -8 vilved iprncy of the Faln

-

(il &

- - -

!

. -

Otiier signs of propress are o
vealed inthe stalnarts of the region's

econony: lumbering. mining, and
agriculture,
Area wood-producis  operations

have continuead to expand. New prod-
ucts and new facilities have stimu-
lated the erpend.ture of mere than
$20.000,000

The north Idahe mining industry
has vorked to capacity this past year,
genorating one of the best profit
years in the history of the ingdustry.

The agricultural pictute has never
bern Brifister In the region, Record

prices were paid for wheat and pez:.
There is constantly growing nroctuz.
tion in the food prozsssing indui'ry

The Company-owned Spokznc !
dustrial Park continues to cperate at
100 per cent capacity. Almost 4 2070
persons are employed in the 78 a
varsified industries, with businesscc
ranging Trom stee! foundrie: W 2
phisticated electronics. Coniintin
demands tor Space réquire Llantin,
for the 200 undeveiopeo awres of the
Park.

Filling of the reservoir n
with the comp'etion of whwa: Gop
Dam. 24 o belon Lo
2iY cregls twe infang seELt.
Lewieton. banc, and Cilarke’s
Washingion. The result will Boa 407

file. si=Ci-valer ransoortssc

= & oy

1678

-5

vl +

tave oy Dag %2
W <

v e .

esonomic bonefd 10 the arés
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A sie nowr the Gampany's Kronee $ireel f
priert was fedicated fo pubibc s bt 5
Nameg “Muntinston Park” in horar of as ¢
Company president. the pleasant ared drmgcte
WHP's attise parlcipdlon In envetnmenis
provements.
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Does the Company have the resources to meet the current needs of s
customers for electric power?

Yes. the Company is meeting these needs, and anticipates being able to o ¢
through the 1677 78 operating year. We are doing this througn electric noaer genree o
ot our oen facilities, power avallabie through long-term parir rsha type turiracie
sgreements with other utitities, and the purchase of lesser amounts of firm roanr
fr= cther utilities However, future demands can be forecas! and we must Cewnly)
the means to meet these needs with new electnc power sources

By what means does the Company anticipate meeling thuese futuie
demands?

In the immeadiate future. we will utilize all our hydroelectric faciities o ther © st
capablity, plus exercising our contractua! entiitements to our 15 per cent canere

of tre Crntratia Steam Electric Generating Plan®. Beyend that, hoseuer, the Comy
witl fgrasre and rfan il partapation tn genery'ing £lAT's aelelumel o o

Wity other pliities. Spackse pigns for sych pariicnation can be *oi b Py B
Supcly serlion of this roport.

Do the same principles hold true for the supbly of natura! gru o WALE
custonnre?

The situation is quite differest 25 it relates to natural gas supply. Whig g =L 77
SURDYY ¢IRCITIC Cugtaners Uepends ©n Our oW Cwerthip ¢ DEflic odl o 0, vy
in generption ferilites, onr natural gas supply 18 contingént ubon Zoliugriel

4k e ety e the s g £ [ i el s !_.:.r‘-\,?l TR £ LA T T e o
RE suniily trien BAlral 2o Felkds dather e SEEhstotnen vl d S

Caracs « o year. Canadinn povernmenta! authorities demer ;
act in an ghitrsey manrer concerning Bolb the amoUnt of nstural gas el e
allowad o flow (o the United Siates. and ihe prica 1o be charged for U0s raty
This has resuhied in “Howdhrouph” increases o lae cos! of ratural gt 03 cus

ers. A more expiicis attounting of this £'1uation méy te toantd ' the Gur Fuln;
of this reporl. In geror !, however, ve wou'ld €3y it is our carresl bel e (na!
gas vl remigin b gdenusts supdly 16 serve firen cusiomers, and 2! a ooee (0%
with ather fossil fuels

Doer the Compeny coordingie ite operations with other ut!ifisg i th
regaon?

Viry definitely. The opuration of the terconpgny Peo! s of current spss U &
Thw ICP, 25 it it calied, maintging its aperating veiduuiriars in The Wi
Pover Corsnsny's oftices in Spolane. In addition 1o WWP, athor narticnat =)

tes are Po liand General Clectric Cormpany. Puget Sotnu Power & Lighi Cr—on F
cific Power & Light Compary. Idahio Power Company, The Stontong Power Coonp
and the Utsh Power & Light Company. The Intercompany Foel has been in cposl
since 1947, Through its representalives, it edordinates the gperation o ndvidus ¢
eration and transmission tacilitics of each company. The Intercomipainy Fool wie re
erganizec in 1974, and 1& entering into an expanded phase of eperatien, wineh oo
botii long: and short-range planning, As a resust of the Intercompany Peo’ ergan 2l o~
more etticient and economic operation is availabie to each company, 10 e berett
&l customers,

Ancther association of value te the consumers i the Nerthw st Powe: Pocl Thin
tary associnlion consisis of investor-owned wiilitics ¢f the repion. pubibJinoasen o

aistricte and myunilipal syslemns whveh howe generating taciites, Gursay of #¢
v § auing

v Clver & Eanvars. Bunncy Beaor Admhsatontt, e d B

NG P vt NAHIEAN. I T At e Nerrhavest Pgmer Pou! g ov s vy

WIREH g CONMEA e ¥y SOMS Can s porgtnate hon Glera!
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licanse to develop the Middie Snake River for hydroelectrc power produc-

tion. Do you still believe this is a feasible program, and oo you see any

While it has been & 1078, wohill, and expensive siruggie. the applicants are still frmiy
convinced they will be relicensed to build a hydroelectric project at this highly de
sirabie location 't continues 1o be feasiuie and it would have less impact on ecology
than any alternative.

Use of renev.able water resource is still the mos! economical method of producing
energy.

In the past few ycars, oreservationitts have made thelr opposition felt, ard ihey have
certain cormmitments of support from congressional legisiators However, pub.
opinion has been increasing in favor ¢f development. Concerned citizens are
aware of energy shoriages and the disastrous expense (0 the region and the Nation in
Ulilizing dwingdiing suppties of irrepiaceable and highercast ol and conl as altere
tives, The real hone of prompt coosteuztion of the Middie Sra'e River proiect s W
remove i from the pontcal arena

Is the Company taking part in any programs to develop new and alternatc
sowrces of enargy?

Yes it i it weule he ico eosily for the Compar ;. and megst otner utiities. 1o shiennt
such efforts indivicually, This would leas e wasteful auplization of effort. Conse-
Guently. the Company hes joined with 500 ptioties. public and private, o fund the
Eloctric Pover Resesrch instivgle. Daring 1674 The Washinglon Weter Powar Com.
Bty Condfitale e 3393505 ox s shae toaard 1hie comrrdinatod prgsram 1o dovelnr ¢
rEw 12tImpe ey AN @l he'ls mee! (0iurd eleciet ey needs in gnvrermentuin
g stenomicaliy satislactory wavs Tnc Institute aew it engaged in 265 research
prajects, costing $153 mitiion of LPRI funds.

COn ¢ local basis, the Camnan; perticipatas with rearhy collgges and universities to
fund and direc! sevral individonl projectes. For metente. v have jcingd with other
uhilitves 1o fung & pover professars'in ¢f Washington Siate Universty in order (o trais
young men and woven o eleling poser engineering We believe tha! we ¢an bet!
ateumplish research projects By working in concert wilth the grganizations, such as
educational institutions, which are equipped and stalted 1o do These jobs,

Haw does tha Company worlt teward environmeonia! plantun: in ite power
procduction prograns”?

Envico neent shplunning = on intes ) porl of al' paveer produriicn proects just as is
enginsering Of fingeimpe. Work on envirorwnentsl phases of a préject beging in the
prehminary stagin Wit the rezulatory apencies responsible for these areus, and cor
tines throuph 10 proted! Lompietion, Tius process. however, 15 betoming InCreasingiy
difticult. As grovth in energy consumption continues. public cenrern for environmen.
tal prevervalion alse groas, and this is accompanied by ever incredasing rég.iations end
more restti ove standards. And in some cases these regulations are established with
bttle or no regard for cost and with doubtiful socisl benetits. For example, millions are
being spent on sulfur removal equipment at power plants on unproven systems

At the Centralia plant, for instance, the inability of emission contro! systems to perform
in accordance with exsting state standards resuited in the penerating units operating
at much less than capac ity for three years. As a result, the already high economic bur
den of the cost of o't auaily eawpment wus compounded by the inability of the project
fo porierate elociricty @t the plant's capacity

Rovisions et Ba A s in the Ly 15 enfaatate Al auiity contrel moasirés whith
Cor s gesdhivli®asd poatd efae ol tenglice, Dot ele povagion control equphsnt. 8

W denainpesd, Will ¢oiie fo resgtl iny i re 05 g 60 s @ enetgy YW our Customer's.



General Offices of the Compeny
e E. 1411 Miswion avenuc
. Spokane, Washinpton 90202

Lf“ - The purpose of this report 18 1o glve

e sharehsilers  ad  evpioves  informaticn
oo A ol ot & ool &
ol kU O wettiln v th iy e woafler
: for .-.J‘c. o sebicialion of 3 offer Yo Loy
! sPCuritiey of P Comnaty
The 1974 Fipancial @t Operating Sup-
X pleseent My Be ohraned apen roguest
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i THE WASHINGTON WATER POWER PPN e T
COMPANY SERVICE AREA A S PO S U W L
L The service area of The Wagh wyon Watee Power Tompany 5 ; iy
. conpnses 28000 square mrlcs i Washington State and the \ o _-j o s ¥
¥ aorthern portion of the State of daho. Population of this area S y /

b 15 gstimated at 550,000,

Eloctnicsty and natural g.s service;

VAP Division and District offices.
Natural £3s service onty

Contraha Steam Electric Generating Plant,

Jackson Praitie Under = ouid Gas Stotage Arca




