A JOINT OFERATING AGENCY

’V. Washington Fublic Power Supply System
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602-74-19

Docket No. 50-397

Mr. A. Giambusso

Deputs Director for Reactor Projects
Directorate of Licensing

Office of Regulation

U. S. Atomic Energy Commission
Washington, D. C. 20545

Subject: WPPSS NUCLEAR PROJECT NO. 2
ANNUAL FINANCIAL DATA

Dear Mr. Giambusso:

Washington Public Power Supply System submits herewith ten (10) copies
of financial data from the participants in WPPSS No. 2 Project.

This information is submitted per 10CFR50, Appendix C, Paragraph II:
and updates the data shown in Amendment No. 11 to the PSAR. Tne information
* consists of two exhibits: Exhibit A provides a reference to other recent
financial information filed by WPPSS, and Exnibit 3 includes upddted
information from a July 1, 1974, Revenue Bond sale for financing &
portion of the WPPSS No. 2 Project.

Very truly yours,

J. L EIN

Managing Director
JJUS:GLG: ¢
Enclosures

cc: PC Otness, Bonneville Power Administration
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"EXHIBIT A
FINANCIAL STATEMENT OF PROJECT PARTICIPANTS
Reference is made to schedule III of Exhibit A in the WPPSS Nuclear

Project No. 1 Application (Docket No. 50-460) for Financial Statement
of the Project Participants.



NEW ISSUE $80,000,000 Ratings: { S0%0% & Poors: AA

- WASHINGTON P7BLIC POWER SUPPLY SYSTEM
A Municipal Corporation und a Joint Operating Agency of the State of Washington

Washington Public Power Supply Sysiem Nuclear Project No. 2

Revenue Bonds, Series 1974
Dated: July 1, 1974 Due: July 1, as shown below
Principal and semi-annual interest (July 1 and January 1, commencing January 1, 1975) payable at The National Bank
of Commerce of Seatile, Seattle, Washington, Continental Illinois National Bank and Trust Company of Chicago,

Chicago, Ilinois, and Morgan Guaranty Trust Company of New York, New York, New York. Coupon bonds
in the denomination of $5,000 registrable as to principal only and fully registered bonds in the denomina-
tion of $5,000 or any multiple thereof and interchangeable. Continenta! Illinois National Bank and
Trust Company of Chicago, is Bond Fund and Construction Fund Trustee.

The 1974 Bonds maturing on July 1, 1999 and on July 1, 2012 are subject to redemption by operation of the
Bond Retirement Account at 100% plus accrued interest to satisfy sinking fund instaliments, on January 1, 1995 and on
January 1, 2000, respectively, and on any interest payment date thereafter.

The 1974 Bonds may be redeemed prior to maturity, at the option of the Supply System on or after July 1, 1984,
as a whole at any' time, or in part in inverse order of maturities and by lot within a maturity, on any interest payment
date at prices ranging from 103% for the period July 1, 1984, to and including June 30, 1989, to 100% after June 30,
1999, ms accrued interest to the date fixed for redemption in each case, as further described herein. The 1974 Boonds
may a!so be redeemed under special circumstances as further described herein.

Interest exempt, in the opinion of Bond Counsel, from federal income taxation under existing laws
and regulations and specific rulings received Irgm ndl?c Internal Revenue Service with respect
to the Bonds.

The 1974 Bonds are being issued to finance a portion of the cost of acquisition and construction of
the Washington Public Power Supply Sysiem Nuclear Project No. 2. The Project’s entire capability has
been sold by the Supply System to certain statutory preference customers of the Bonneville Power Adminis-
tration and assigned by such preference customers to the Bonneville Power Admunistration under Net
Billing Agreements herein described. The 1974 Bonds and the interest thereon are payable solely from
the Boud Fund created by the Resolution and the moneys pledged to such fund are limited to the income,
revenues, receipts and profits derived by the Supply System through the ownership and operation by it
of the Project, including all payments to be made to the Supply System pursuant to the Net Billing Agree-
ments, and bond proceeds. The Net Billing Agreements provide that each such preference customer is
obligated to pay the Supply System its share of Project annual costs whether or not the Project is com-
pleted, operable, or operating and nctwithstanding the suspension, interruption, interference, reduction
or curtailment of the Project output.

AMOUNTS, MATURITIES, COUPONS AND YIELDS OR PRICES

Yie'd Yield
Amount Due Coupon or Price Amount Due Coupon or Price
$2,500,000 1978 61 % 5.90% $2,100,900 1989 6.60% 100%
2,500,000 1979 64 6.00 2,200,000 1990 6.70 100
2,500,000 1980 644 6.05 2,300,000 1991 6.80 100
2,500,000 1981 62 6.10 2,400,000 1992 6.80 6.85
1,800,000 1987 62 6.40 2,600,000 1993 6.90 100
1,900,000 1988 613 100 2,700,000 1994 6.90 100
$15,000,000 7% Term Bonds Due July 1, 1999
Price 100%
$37,000,000 736 % Tow~ P "™ o N7l 2012
Price 100%
(Plas Accrued Interest)

The 1974 Bonds are offered when. as and if issued and received by 'is and are subject to the approval of legality bz
Wood Dawson Love & Sabatine, New York, New York, Bond Counsel to the Supply System, and Houghton Cluc
Coughlin & Riley, Seattle, Washington, Special Counsel to the Supply System. It is expected that the Boods in definitive
form will be ready for delivery on or about August 7, 1974,

July 23, 1974
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The information contained in this Official Statement has been obtained from the Supply System and
other sources deemed reliable. No representation or warranty is made, however, as to the accuracy or
completeness of such information, and nothing contained herein is, or shall be, relied upon as a promise
or representation of the Underwriters. This Official Statement, which includes the cover page and
exhibits, does not constitute an offer to sell the 1974 Bonds in any state to any person to whom it is
unlawful to make such offer in such state. No dealer, salesman or other person has been authorized to
give any information or to make any representations, other than those contained in this Official State-
ment in connection with the offering of the 1974 Bonds, and if given or made, such information or repre-
sentation must not be relied upon.
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SUMMARY STATEMENT
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The Supply System

The Suj iy System, organized in 1957, is a municipal corporation and a joint operating 2 jen:; of
the State of Washington. Its members are 18 operating public utility districts and the Cities of R.chland,
Seattle and Tacoma, all located in the State of Washington. The Supply System has the authority, among
other things, to acquire, construct and operate plants, works and facilities for the generation and trans-
mission of electric power and energy.

In addition to a hydroelectiic project, the Supply System presently owns and operates the Hanford
Project, a steam electric generating plant operated in conjunction with the United States Atomic Energy
Commission's New Production Reactor on the AEC’'s Hanford Reservation, near Richland, Washington.
This stean plant has a name plate rating of 860,000 kilowatts, has been in operation since 1966 and is
currently one of the two largest producers of nuclear generated electricity in the United States. The
Supply System is currently undertaking, in addition to the Project, the development of two other nuclear
generating plants. One will be located on the Hanford Reservation near the Project and is a 1,250,000
kilowatt plant to be in operation by 1980. The other is a 1,240,000 kilowatt plant in Grays Harbor
County, Washington, to be jointly owned by the Supply System (70% ) and four investor owned utilities
(30% ) and to be in operation by 1981,

The Joint Power Planning Council, consisting of 110 public and private utilities in the Pacific North-
west and the Bonneville Power Administration, a bureau of the United States Department of the
Interior, has planned through the development of the Hydro Thermal Power Program the coordination of
existing and future electric resources in the Pacific Northwest. The nuclear electric generatng plants,
including the Project, which will be constructed and operated by the Supply System are an integral and
major part of the planned electric generating power capacity for the region under that Program.

Purpose of Issue

The purpose of the $80,000,000 Washington Public Power Supply System Nuclear Project No. 2
Revenue Bonds, Serics 1974, is to finance a portion of the costs of constructing and acquiring the Project.
In July 1973 the Supply System issued $150,000,000 of Bonds for the same purpose. It has been
estimated that the total permanent financing required for the Project, including the initial nuclear fuel
core and interest during construction, less temporary invesrment income, will be $567,000,000.

The Project will be located on the Hanford Reservation of the AEC but will be financed and
accounted for independently of the Supply System’s Hanford Project currently in operation on the
Reservation and all other current or planned Supply System projects. The Project will consist of a
boiling water nuclear electric generating plant wii’  nom’ “capacity of 1,100,000 kilowatts, together
with associated facilities to deliver the output to the 500 kV transmission faciliies of the Federal
Columbia River Power System located in the vicinity of the Project.

Construction Contracts and Schedule

The AEC construction permit was obtained on March 19, 1973 at which time construction of the
plant proper was started. The installation of temporary facilities is complete. The reactor building sub-
structure has been completed and the containment vessel which rests on it is 50% complete. The sub-
structure for the turbine-generator building has been completed and work is now in progress on the
turbine pedestal and the walls of the turbine-generator building. The substructure of the radioactive waste
building is complete and work is starting on the supers..ucture. Concrete work on the spray ponds and




service water pump houses is nearing completion. Work has started on the cooling tower basins and the
circulating water pump house. As of June 1, 1974, overall construction was estimated to be 6.7%
complete compared to a scheduled 14% completion.

As of May 15, 1974, contracts totalling $223,009,379 have been entered into. Further information
concerning major contracts and the increase of approximately $7 1,000,000 in the estimated direct
constiuction cost of the Project since July 1973 is contained in Exhibit IIL

Fuel loading is scheduled for July 1977 with start-up and power testing to be conducted prior to
December 1 1977. It is estimated by the Construction Engineer that the probability of commercial
operation by December 1, 1977 is 16% and that a commercial operation date of June 1, 1978 has a

50% probability of being met.

Security for the Bonds

The Bonds, including the 1974 Bonds, and the interest thereon are payable solely from the Bond Fund
created by the Resolution and the moneys pledged o such Fund are limited to the income, revenues,
receipts and profits derived by the Supp'y System through the ownership and operation of the Project,
including all payments to be made to the Supply System pursuant to the Net Billing Agreements described
herein, and Bond proceeds. laterest on the 1974 Bonds will be capitalized until September 1, 1977.

The Project’s entire capability will be sold by the Supply System to 94 Participants, consisting of 27
municipalities, 22 districts and 45 electric cooperatives located principally in Washington, Oregon,
Idaho, Montana and California, each of whom is a statutory preference customer of Bonneville, The
Participant's shares of the Project’s output range from approximately 15% to 0.005%. An aggregate of
approximately 22.5% of the output is shared by 64 Participants each of whom has a share of less
than 1%.

Net Billing Agreements: Each of the Participants has entered into a Net Billing Agreement with
the Supply System and Bonne: ille. Pursuant to these agreements, each Participant (i) will make pay-
ments to the Supply System for its proportionate share of the Project's annual costs, inciuding debt
service, and (ii) has assigned its share of the Project output to Bonneville. In consideration thereof,
Bonneville will credit the payments by the Participants to the Supply System against billings by Bonneville
to the Participants for power and certain other services rendered by Bonneville under other conirac’s.
Before Bonneville entered into the Net Billing Agreements it determined that its estimated aggregate
billings to each of the Participants would be not less than 115% of Bonneville's net billing obligations
to the respective Participants under all agreements providing for net billing. Bonneville has agreed in the
Net Billing Agreements that with respect to aay future net billing agreements entered into with any of
the Participants it will determine that the same estimated 115% coverage is present.

The Participants are obligated, beginning no later than September 1, 1977, to pay the Supply System
their proportionate shares of the Project’s annual costs whether or not the Project is completed, operabie,
or operating and notwithstanding the suspension, interruption, interference, reduction or curtailment
of the Project output.

Rate Covenant: No Participant will be required to make payments to the Supply System except
from revenues derived from the ownership and operation of its electric utility properties. Each Participant
has covenanted that it will establish, maintain and collect rates or charges for power and energy and
other services furnished through its elcctric utility properties which shall be adequate to provide revenues
sufficient to make required payments to the Supply System.




OFFICIAL STATEMENT
OF

WASHINGTON PUBLIC POWER SUPPLY SYSTEM
A Municipal Corporation and a Joint Operating Agency of the State of Washington
relating to its
$80,000,000
Washington Public Power Supply System Nuclear Project No. 2
Revenue Bonds, Series 1974
July 23, 1974

The purpose of this Official Statement, which includes the cover page hereof and the exhibits hereto,
is to set forth information concerning Washington Public Power Supply System (the “Supply System™), its
Washington Public Power Supply System Nuclear Project No. 2 (the “Project”) as more fully described
herein under “The Project” and its $80,000,000 Washington Public Power Supply System Nuclear
Project No. 2 Revenue Bonds. Series 1974 (the “1974 Bonds"), in connection with the sale by the Supply
System of the 1974 Bonds and for the information of all who may become holders of such 1974 Bonds.
The 1974 Bonds are to be issued pursuant to the Revised Code of Washington, Chapter 43.52, as amended
(the “Act”), Resolution No. 640 (the “Resolution”) adopted June 26, 1973 by the Supply System
and a resolution supplemental to the Resolution, Resolution No. 711 (the “Supplemental Resolu-
tion”) adopted July 23, 1974 by the Supply System. The Supply System has herstofore issued pursuant
to the Resolution its $150,000,000 Washington Public Power Supply System Nuclear Project No. 2
Revenue Bonds, Series 1973 (the “1973 Bonds™). The 1973 Bonds, the 1974 Bonds and all additional
series of bonds which may be hereafter issued pursuant to the Resolution to pay the cost of acquiring and
constructing the Project are herein called collectively the “Bonds”.

THE SUPPLY SYSTEM

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

The Supply System has its principal office in Richland, Washington. The management and control
of the Supply System is vested in a Board of Directors composed of representatives of each of the
members. Regular meetings of the Board are held quarterly

The Executive Committee of the Board administers the business of the Supply System between
regular meetings of the Board. The Executive Committee holds rzgular meetings twice each month and
special meetings as often as the bus.aess of the Supply System may require.

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

as follows:
Public Utility District No. 1 of Benton County ................ John Goldsbury
Public Utility District No. | of Chelan County ... ............4 Kirby Billingsley
Public Utility District No. 1 of Clallam County ................ Alvin E. Fletcher
Public Utility District No. 1 of Clark County ................. Ed Fischer*
Public Utility District No. 1 of CowlitzCounty . ............... D. E. Hughes*
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Public Utility District No. 1 of Douglas County ...........c.ee Howard Prey
Public Utility District No. 1 of Ferry County ........ooevevee: Thomas F. Kroupa
Public Utility District No. 1 of Franklin County ........coo0oee Glenn C. Walkley*
Public Utility District No. 2 of Grant County . .......ooooeeens John L. Toevs
Public Utility District No. 1 of Grays Harbor County .....oo000s James A. Tannahill
Public Utility District No. 1 of Kittitas County .......oovevene: Harold W. Jenkins
Public Utility District No. 1 of Klickitat County ......covevvees Gerald C. Fenton
Public Utility District No. 1 of Lewis County . ......covvvenees Arnold J. James
Public Utility District No. 3 of Mason County .........ooeveee Edwin W. Taylor
Public Utility District No. 2 of Pacific County . ......ooovvenres E. Victor Rhodes®
City of Richland . .........oovmueenssisunenninnnsnnnnene Lane Bray
Cilg OB Seattle . ......co0cceniisenisaisnssanirrssnsnenys Gordon Vickery*
Public Utility District No. 1 of Skamania County .............. Rolf E. Jemtegaard
Public Utility District No. 1 of Snohomish County .......ov0ves W. G. Hulbert, Jr.*

Of TBCOMA . .« ovvvvenosrrssannsssssssssssssssrnsns A. J. Benedeuwi®

ic Utility District No. 1 of Wabkiakum County .....coon00s Francis Longo
*Executive Committee Member

The Supply System presently employs approximately 250 persons, including a highly qualified
technical staff whose combined expenence in the nuclear field totals over 600 man-years and whoss
training includes disciplines in electrical, mechanical, civil and nuclear engineering. Through the opera-
tion of the Hanford Project described below the Supply System staff has accumulated substantial experi-
ence in the operation of a large steam electric generaung facility.

The Supply System’s Generating Projects

The Supply System owns and operates an 860,000 kilowatt electric generating plant and asso-
ciated facilities (the “Hanford Project”) located on the Hanford Reservation of the United States Atomic
Energy Commission (the “AEC"), which was constructed in accordance with agreements between the
Supply System, the United ¢ ates of America, Department of the Interior, acting by and through the
Bonneville Power Administ:ator (“Bonneville”), and the AEC. The Hanford Project is currently one
of the two largest producers of electricity generated from nuclear energy in the United States. Steam
is provided for the Hanford Project from the New Production Reactor (the “NPR") owned and operated
by the AEC. In 1963, the Supply System issued $122,000,000 Hanford Project Electric Revenue Bonds
(the “Hanford Project Bonds"), of which $61,190,000 were outstanding as of February 1, 1974.
The Supply System also owns and operates the Packwood Lake Hydroelectric Project with a nameplate
rating of 27,500 kVA. In 1962 and 1965, the Supply System sold $10,500,000 and $3,200,000 Pack-
wood Lake Hydroelectric Project Revenue Bonds, of which $13,181,000 were outstanding as of Feb-
ruary 1, 1974

The Supply System has begun preliminary work on a 1,250,000 kilowatt nuclear electric generating
plant, known as the Washington Public Power Supply System Nuclear Project No. 1. In June 1974 the
Supply System issued $77,000,000 principal amount of revenue notes in order to pay a portion of the
costs of such preliminary work. This piant will be constructed on the Hanford Reservation of the AEC
at a site near the Project and is presently scheduled to begin commercial operation in 1980.

The Supply System has also begun preliminary work on a 1,240,000 kilowatt nuclear plant at a
site near Satsop, in Grays Harbor County, Washington, to be known as Washington Public Power Supply
System Nuclear Project No. 3, which will be 70% owned by the Supply System and 30% owned by
four investor owned utilities, and it has financed its ownership share of preliminary work in coanection
with such plant with the proceeds of a $29,000,000 note issue. Commercial operation is scheduled
for 1981.

In response to a request of the Public Power Council, consisting of more than 100 statutory pref-
erence customers of Bonneville, the Supply System is undertaking the investigation of the financing and
construction of two additional puclear power plants for operation in 1982 and 1983, respecuvely.



" The Supply System has issued $2,500,000 of revenue notes to finance this work and expects to issue
approximately $15,000,000 of additional revenue notes in the near future to continue such work.

All projects heretofore undertaken by the Supply System have beer financed as separate systems.
The obligations issued with respect to each project are payable solely from the revenues of that project.
The Project wil' similarly be financed as a separate system.

On the basis of the estimated cost and interest during construction for the Supply System’s Nuclear
Projects Nos. 1, 2 and 3, it is estimated that the Supply System will require long-term financing between
pow and 1980 in excess of $1,700,000,000. The first long-term financings for Project No. 1 and
Project No. 3 are projected for the second half of 1975. Additional long-term financing for the Supply
System's fourth and fifth nuclear projects, if undertaken, will be required before 1980.

The schedule of financing for the Project contemplates, in addition to the sale of the 1974 Bonds,
the sale of additional Bonds totaling approximately $337,000,000 as described in more detail under
the caption “The Project—Project Financing Requirements”. The next sale is presently contemplated
for the spring of 1975.

SECURITY FOR THE BONDS

Principal of and interest on the Bonds are payable solely from the Bond Fund created by the
Resolution and the moneys pledged to such Fund are limited to the income, revenues, receipts and profits
derived by the Supply System through the ownership and operation by it of the Project, including all
payments to be made to the Supply System pursuant to certain agreements (the “Net Billing Agreements™)
described below, and bond proceeds. Interest on the 1974 Bonds will be capitalized to September 1, 1977.
The Bonds are not general obligations of the Supply System and neither the faith and credit of the Supply
System or of the State of Washington nor any revenues of the Supply System derived from other projects
which have been or which may hereafter be undertakea by the Supply System are pledged to the payment
thereof.

The Supply System has entered into Net Billing Agreements with Bonneville and 94 preference
customers of Bonneville listed in Exhibit I to this Official Statement (the "Participants”). Pursuant
to the Net Billing Agreements (i) the Supply System has sold the Project’s entire capability in shares
to the Participants which, in turn, have all assigned their respective shares to Bonneville, (ii) each
Participant will pay the Supply System its pro rata share of the annual costs (including principal
of and interest on the Bonds) of the Project and (iii) in consideration of these assignments, Bonneville
will credit the amounts paid by the Participants to the Supply System against amounts owed Bonnevilie
by the Participants for power and services provided under other contracts with Bonneville. This system
of offsets or credits is called “net billing".

Payments by the Participants to the Supply System will commence on the date when the Project is
ready to be operated on a commercial basis, or January 1, 1977, whichever is earlier; provided that such
prior to the date the Project is ready to be operated on a commercial basis, or September 1,
1977, whichever is earlier, are limited to such amounts as Bonneville and the Supply System agree
may be included in the Annual Budgets, as defined in the Net Billing Agreements. Bonneville and
the Supply System have agreed that at least an amount equal to one-half of the maximum annual interest
on the Bonds issued prior to September 1, 1977 plus $6,000,000 will be included in such Annual Budgets
for the period January 1 to September 1, 1977. The Resolution provides that such amounts will be used,
first, to deposit in the Bond Fund for credit to the Reserve Account the amount required to establish such
Account in the amount required by the Resolution; second, to deposit $3,000,000 in the Reserve and
Contingency Fund established in the Resolution and; third, to provide $3,000,000 for working capital
for the Project.
Payments and credits under the Net Billing Agreements are required to be made whether or not the
Project is completed, oparable or operating and notwithstanding the suspension, reduction or curtail-
ment of the Project output.



THE PROJECT

The Project will be constructed, owned and operated by the Suppiy System pursuant to an agree-
ment (the “Project Agreement”) between the Supply System and Bonneville as part of the Hydro Thermal
Power Program, a program designed to meet the anticipated needs for power in the Pacific Northwest.
The Hydro Thermal Power Program is described in a later section.

Location of the Project

The Project, with the exception of the administrative service building, is under construction on the
AEC Hanford Reservation, approximately three miles west of the Columbia River and 12 miles north
of the City of Richland in Benton County, Washingteo. T/ Project site has been leased from the AEC
for a term, including options, extending beyond Juiy 1, 2012. A Jease of the land in the bed of the
Columbia River necessary for the water intake and discharge facilities is to be executed shortly with the
Washington State Department of Natural Resources. The Hanford Reservation lies mostly in Benton
County and encompasses 559 square miles of barren desert land in a sparsely settled area of central
Washington. The Reservation has served as a nuclear industrial center since 1943. Proximity to nuclear
support industries on the Reservation gives the site a decided advantage for a ruclear power project.
Favorable geographic, geological, seismological and climatological characteristics, adequate water supply,
as well as remoteness from large population centers, are features of the site that also contribute to its
desirability for a nuclear power site. Seattle is approximately 160 airline miles from the site and Portland
is approximately 180 airline miles from the site.

Description of the Project .

The Project will consist of a single unit, boiling water reactor electric generating station, having a
nominal capacity of approximately 1,100,000 kilowatts, the necessary transformation and related
facilities to interconnect the generating station with the Federal Columbia River Power System and an
administrative service building. The plant layout and design includes consideration of possible future
expansion by the addition of another generating unit.

The seven basic structures comprising the generating station are (1) reactor building, (2) radio-
active waste building. (3) turbine-generator building, (4) diesel generator building, (5) cooling towers and
circulating water pump house, (6) river makeup water plant and (7) service building.

The nuclear steam supply system will contain a General Electric Company ("GE") boiling water
reactor of proven design with a guaranteed rating of 3,330 megawatts thermal. It will suppl! approximately
14,295,000 pounds of steam per hour at 985 psia. The system will be complete with steam separators and
driers, recirculating pumps and subsystems including those required for normal operation and for shutdown.

The turbine-generator will consist of a high-pressure turbine section on the same shaft with three
low-pressure turbine sections and an electric generator with a nominal capacity of approximately
1,100,000 kilowatts. Transformation from 25 kV to 500 kV will be provided.

The condenser cooling water will be discharged from the turbine-generator building to six mechanical
draft evaporative cooling towers. Makeup water to replace the evaporative losses of the circulating water
will be obtained from the Columbia River.

In addition to the service building at the site of the generating station, the Project includes an ad-
ministrative service building located off-site in the vicinity of Richland, Washington, which has been com-
pleted and provides administrative space for the Project and other Supply System activities.

Initial Fuel Core
The initial fuel core is being supplied by GE as part of the reactor contract. The fuel assemblies
included in the initial core will be essentially identical to initial core fuel assemblies being supplied by
GE to other electric utilities in the United States in the period 1775 through 1981. GE expects to pro-
:Jidc over 30 initial fuel cores during that period to some 19 different utilities located in various parts of the
nited Staies.




Construction Contracts and Schedu'e
The AEC construction permit was obtained on March 19, 1973 at which time construction of the
plant proper was started. The installation of temporary facilities is complete. The reactor building sub-
structure has been completed and the containment vessel which rests on it is 50% complete. The sub-
structure for the turbine-generator building has been completed and work is now in progress on the
turbine pedestal and *he walls of the turbine-generator building. The substructure of the radioactive waste
building is complete and work is starting on the superstructure. Concrete work on the spray ponds and
service water pump houses is nearing completion. Work has started on the cooling tower basins and the
circulating water pump house. As of June 1, 1974, overall construction was estimated to be 6.7%
complete compared to a scheduled 14% completion.

As of May 15, 1974, contracts totalling $223,009,379 have been entered into. Further information
concerning major contracts and the increase of approximately $71,000,000 in the estimated di.ect
construction cost of the Project since July 1973 is contained in Exhibit IIL

Fuel loading is scheduled for July 1977 with start-up and power testing to be conducted prior
to December 1, 1977. It is estimated by the Construction Engineer that the probability of commercial

by December 1, 1977 is 16% and that a commercial operation date of June 1, 1978 has a
50% probability of being met.

Project Financing Requirements

The $150,000,000 of 1973 Bonds have been and the 1974 Bonds are being issued to finance a
portion of the costs of constructing and acquiring the Project. Additional Bonds necessary to com-
plete the financing of the Project in the estimated aggregate principal amount of $337,000,000 will
be issued as the need arises during construction of the Project. Based on the present construction
schedule and assuming the remaining Bonds will be issued in more than one series, it is expected thut
the next series will be issued in the spring of 1975. The amount of financing has becn based on an
annual $.66% interest rate for the 1973 Bonds, an annual 7.05% interest rate on the 1974 Bonds and
an assumed 7% interest rate for the balance of the Bonds.

Based on . foregoing the total financing requirements for the Project are shown in the following
tabulation:

ESTIMATED PROJECT FINANCING REQUIRED

Structures and IMPrOVEMERLS ... ....ccovvivovrrorsonrssssorssssnsssvnsonssss $ 19.886.200
Reactor Plant EqUIpment . ........c.cocvniursasrtirocrsssrssssnsssssvsssons 109,652,500
Tudo-Generating PIABL .......coovvviressiinrsoscsressenssssssssssssssnns 97,719,300
Accessory Electric EQUIpmENt ... .oiiiiiiiiiiiiiiiniisr i iaiiirsnienas 20,399,000
Miscellaneous Power Plant Equipment . .... N P DL 1,487,500
Station EQUIPMENt .......vovvrrrrerransrssirrassnresssrissssnnsosssssnns 4,784,000
R . ooinssosorauensashhosiotssiiTsassssesssdsrtssesivess vasesnassis 3,553,000
Subtotal Direct Consiruction® ... ......cvvvvvviis svssnnrnns $287,481,500
TR G e R R R S L S L ARG S S e e 38,980,000
Sales Tax’ O Ty AT T LR R LT ELRITE z:,g%z;gg
Engineerin onstruction Management’ . ... ........covvirvsnnnrsniaininnnns 924,
Owner's Dfmt e PR <P Qe 44,100,000
Escalation and Contingencies ... ............ccovuiveriiiirsnreirrsssnsansanss $3,470,700
Estimated Bond Discount and Other Financing Expenses ... .........co.ocvvinns 8,537,000
Capitalized Interest During Construction .. ........ooovvvvriiiiertinnnsiraenins 98,929,000
A $596,745,800
Less; Estimated Income from Temporary Investments . . ...........ooovviues vrnns 29,745,800
Net Requirement ........ T G P T SR S Py R $567,000,000
e R

As estimated by the Supply System.
Includes sales tax on nuclear fuel

ii) Based on estimates by Construction Engineer contained in Exhibit 1L
4iumwmwysm;mmaum:nunmmm
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At the time of sale of the 1973 Bonds, the Project financing requirement was estimated to be
$476,000,000.

In cddition to the foregoing amounts obtained through issuance of Bonds, present planning contem-
plates that amounts to be paid by the Participants during the period beginning January 1, 1977 and
extending to September 1, 1977 under the Net Billing Agreements will be as follows:

Reserve Account in Bond Fund ..........cviiininnnnniniiinecnssannsrsnsnss $18,860,000
R e e R R S A AR 3,000,000
Reserve and Contingency Fund .........coiviviniiiiiniiniesonaisscnnnssnsnes 3,000,000
Fuel Contingency ..........ooovvsesoenssvosssonsnsscsrossssssnnsssnnsnss 8,000,000

R TR L S R g L R e $32,860,000

(1) Mdamlnhmv&dfmmamdmwmwnrmitkwlh;olmnfuc!;ominuncvemol
a critical period of power supply. Amounts provided will be included as a part of working capital. Amount subject
to further analysis and approval by the Supply System and Bonneville,

If for any reason such amounts (other than the fuel contingency) are not provided under the Net

Billing Agreements they will be provided through the issuance of additional Bonds.

Licenses and Permits

The Project site on the Hanford Reservation has been certified for the State of Washington by the
Washington State Thermal Power Plant Site Evaluation Council as required by state law. An AEC
construction permit was issued for the Project on March 19, 1973, Prior to that date certain site prepara-
ration was undertaken in accordance with an exemption issued by the AEC. The certification by the
State of Washington and the permits issued by the AEC were the subjects of intensive investigation and
public hearings. The construction permit requires that the Project be constructed in accordance with
applicable rules and regulations of the AEC including those formulated to protect the environment and
the public. Extensive quality control procedures are being implemented by the Supply System to assure
that the requirements of the construction permit with respect 2 quality of construction of the Project will
be met. Prior tc operation an operating license must be obtained from the AEC.

Additional permits to be acquired prior to operation of the Project include the following: (1)
National Pollution Discharge Elimination System Permit to be issued by the Thermai Power Plant Site
Evaluation Council of the State of Washington, (2) permit to be issued by the U. S. Corbs of Engineers
under the Federal Rivers & Harbors Act of 1899, (3) various building and installation inspection permits
by the Washington State Department of Labor and Industries, and (4) a Water Withdrawal Permit, if
required, to be issued by the Washington State Department of Ecology.

Project Output

The Project is expected to have a net peaking capability of 1,093,000 kilowatts and is expected to be
capable of producing about 7,200,000,000 kilowatt hours annually. During a critical period of power
supply in the Pacific Northwest caused by water shortage, it is expected that the Project would be called
upon to produce the full amount of energy that it is capable of producing. During other periods, however,
there will be times when surplus water will be available to generate power at existing hydroelectric projects
thereby permitting a reduction in the total amount of energy produced at the thermal electric projects
to be constructed under the Hydro Thermal Power Program.

Project Annual Costs

Estimated annual costs of the Project based on 1974 costs of labor and materials escalated to the
year 1978 are given in the following table. This table assumes generation of 7,200,000,000 kilowatt
hours annually. The costs reflect those operating costs that would be characteristic of a mature plant.
The Supply System anticipates additional expenses of $250,000 and §125,000 during the first two

operating years, respectively, for Project monitoring.
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ESTIMATED PROJECT ANNUAL COSTS

Fixep Cosrts:
TINURE S0 AMBUEMIBEERY & ... .0 v6cccn s bt s e R AR Ay $42,177,000
Payments to Reserve and Contingeney Fund . ... ......ooviiviiineniniinns 4,218,000
B & e bl b o i e R o o e A A 2 0 70 3 e s 2,000,000
Operation and Maintenance (Fixed)? ................ccoiiiiiiiiiniiiiinns 5,525,000
Administrative and General ®. ... . ... ... .. iiiiii i e 1,315,000
B e o e o & e b s 4 B BT $55,235,000
Less: Surplus of Prior Year's Payment to Reserve and Contingency Fund® . . . ... 2,818,000
PR TR R o oiidinns oo s itsmenbrts s snmises s $52,417,000
VariasLe Costs:
BRI L O e e T et R e e o S 1 SRS R TR $11,700,000
Operation and Maintenance (Variable)? .. ... ... ... ...cciiiiiiiiiiniins 683,000
R e e L BT LT T P8t s et B bR S SR b e b R E RS S s A 658 1,440,000
VO VS GBI - s i i s s aidins s hymsxs swsasvahiles $13,823.000
VR AR BIIIIE «  voo v s monh o v ok uiin nb e enisohs BEes iF oot hos £oa8 6 uapis $66,240,000
Less: Interest Earnings on Reserve Funds* ... ....... ... .ccciiviinviinnns 2,090,000
DR AL BIRERE: . > « o Ol % v v TR s v e g o R R, Vit 16w 3 e TR R 8 $64,150,000
NEeT AnnuaL Cost Per Kitowatrt Hour (7,200,000,000 kWh) . ............... 8.91 mills

(1) Based on level debt service, 3%.yeur amortization, $.66% annual interest rate on the 1973 Bonds, 7.05% annual
interest rate on the 1974 Bonds and 7% annual interest rate on the balance of the Bonds.

(2) Estimated labor and materials costs escalated to 1978 levels.
(3) Computed as follows:

Payment to Reserve and Contingency Fund .. ....... . .. ...coviivinnrianais $4,218.000
Less: Eswimated amoun' recuired for renewals. replacements and additions . ..... 1,400,000
Net surplus ; cavranres  SDISON0

Net surplus may »e used for purposes other than reduction in power costs in accordance with the Resolution,
(4) Computed on the basis of 7% interest earnings,

The total annual costs referred to above are based on level debt service over a 35 year period and
on estimated 1978 levels of lubor and materials, The Supply System and Bonneville anticipate that maturi-
ties of the Bonds will not be scheduled to yield level debt service throughout the period. Present planning
provides for scheduling increased maturities from 1978 to 1981, and scheduling few, if any, maturities
in the period of 1982 through 1986. Variations in annual costs will result from such scheduling to the
extent that actual debt service vanes from the assumed level debt service,

Reference is made to the reports of R. W. Beck and Associates, included herein as Exhibit II, and
Burns and Roe, Inc., included herein as Exhibit III, for more detailed information regarding the Project
and its costs.

BONNEVILLE POWER ADMINISTRATION

Bonneville, a bureau of the U. S, Department of the Interior, was established by the Bonneville
Project Act of August 20, 1937, to build transmission facilities and to market power from Federal hydro-
electric pro'scts in the Pacific Northwest. Such projects now number 27 with an installed capacity of
10,485,900 kilowatts. These projects and authorized new projects and additions at existing projects will
have, when completed, an installed capacity of approximately 21,617,280 kilowatts. Bonneville's trans-
mission facilities include over 12,050 miles of 115 kV to 500 kV ac and 800 kV dc transmission lines.
These transmission facilities together with the hydroelectric projects mentioned above comprise the
Federal Columbia River Power System.




thmiymhthcmn

Fiscal Year Other Transmission

Ended Preference Electric Service

June 30 Customers Utilities Industrial and Other Total
... $49,134,719 $12,515,810 $39,498,338 $16,739,045 $117,887,912
196...... 55,752,314 16,967,117 46,204,161 18,353,608 137,277,200
1970...... 58,419,581 20,319,033 50,063,203 18,878,209 147,680,036
| TSR 64.078,043 25,120,610 45,418,745(2) 21,060576 155,677,974
1992...... 69,452,035 37,918,589 45,733,067(2) 22,990,720 176,094,411
. 1 DY 74,669,546 37,146,777 44,014,159(2) 21,543,674 177,374,156

) From Boaneville Summary Financial Data.

Q) mdodiminindmmmnmwnmwydummwonotummminthmsulnnmdb
ment by Bonneville of interrupuble power 10 certain of its industrial customers.

The major part of the 500 kV and 230 KV backbone transmission system in the Pacific Northwest
is owned by Bonneville as a result of its role in constructing transmission facilities as part of the Federal
Columbia River Power System. Bonneville transmits oves the Federal Columbia River Power System
the major portion of the power from 11 nonfederal projects to various private and public utilities in the
Pacific Northwest. This system represents approximately 80% of the bulk power transmission capacity
for the Pacific Northwest.

The Federal Columbia River Power System has interconnections with other regions in the United
States and Canada. Three high voltage transmission line interconnections (two S00 kV ac, one 800
KV dec) of the Pacific Northwest-Pacific Southwest Intertie have been completed and are now in operation.
Two S00 kV ac lines interconnect the Federal Columbia River Power System with British Columbia,
Canada, and several 230 kV ac lines interconnect the eastern portion of the system with utilities in
agjacent Canadian provinces and the Mountain States. These interconnections provide, in addition 1o
mutual support in the event of a breakdown or emergency, the means to carry capacity and energy which
is surplus to the Pacific Northwest needs to these areas, and conversely to carry surplus capacity and
energy from these areas into the Pacific Northwest.

Additional Power Supply

In addition to the Federal hydroelectric projects, Bonneville has acquired additional power supply
and hydro storage to enable it to continue to meet its customers’ requirements. Under agreements
executed in 1963 by Bonneville, 76 utility customers of Bonneville and the Supply System, Bonneville
exchanges firm power from its system for the output of the Hanford Project of the Supply System. In
1964, Bonneville, acting jointly with the U, S. Army Corps of Engineers as the United States Entity,
pursuant (o the Treaty Betveen the United States and Canada Relating to the Cooperative Develop-
ment of Water Resources of the Columbia River Basin, and pursuant to certain agreements executed in
connection with such Treaty, obtained certain nghts to 15,500,000 acre-fect of hydro storage on the
Columbia River in Canada.

Under the Hydro Thermal Power Program, Bonneville will obtain through the Net Billing Agree-
ments the capability of the Project upon its completion and through similar agreements the Supply
System's share of the capability of Nuclear Project No. 1 and Nuclear Project No. 3 and the City of
Eugene, Oregon's 30% share of the [rojan Nuclear Project.

After 1983 Bonneville will no longer acquire electric power from new thermal projects to meet the
load growth of its preference agency customers. Rather, under Phase 2 of the Hydro Thermal Power
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Program, Bonneville expects to act as agert for many of its preference agency customers in acquiring
the electric power and energy necessary from thermai projects to meet these agencies’ future load growth.

Bonneville Contracts

Bonneville and each of the Participants have entered into one or more contracts requiring payments
to Bonneville for the purchase or exchange of power, the operation and maintenance of facilities or the
transmission of power over the Federal Columbia River Power System.

Bonneville markets power to 149 customers, including 104 statutory preference customers in the
Pacific Northwest (public bodies and cooperatives which have preference and priority upon power from
the Federal Columbia River Power System pursuant to the Bonneville Project Act, as amended) under the
terms of various power sales contracts. Each of the Participants is a preference customer and is a party
to at least one such power sales contract. These contracts generally provide for the sale and delivery of
firm power to a Participant in the amount of its requirements for power over and above the generating
resources, if any, that the Participant has available to serve its own loads. Bonnevilie's obligation to
meet a preference customer’s requirements is effective for the term of the contract unless Bonneville gives
the Participant at least eight years' prior notice of insufficiency of supply.

These power sales contracts with preference customers are usually for a term of twenty years and
contain provisions for a rate review once each five years, the next review date being December 20, 1974,
Bonneville expects to negotiate new 20-year power sales contracts with all preference agencies to supply
their load growth requirements until 1983 and fixed amounts thereafter. The Public Power Council and
Boaneville are currently studying the allocation of power to these agencies after July 1, 1983.

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

The Hydro Thermal Power Program was conceived by the Joint Power Planning Council, consisting
of 110 electric cooperatives, public utilities and private utilities in the Pacific Northwest and Bonneville,
is order to plan the coordinat’ .1 of existing and future thermal and hydroelectric resources in the Pacific
Northwest. The major part of the power supply in the region has been historically from h)’droelectric
resources, but the remaining hydro proizcts to be developed will be essentially for peaking power rather
than for base load. Thermal power will provide an increasing portion of the base load resources in the
future. The combination of hydro peaking and large scale thermal generating plants was found by the
Council to be the soundest plan to achieve the aims of the Hydro Thermal Power Program. The prin-
ciples of Phase 1 of this Prczram and the Federal government’s participation through Bonneville, the
Army Corps of Engineers and the Bureau of Reclamation have been endorsed by current and previous
administrations and by the Congress.

The members of the Joint Power Planning Council have concluded that the Hydro Thermal Power
Program will:
1. Best preserve the environment and natural beauties of the Pacific Northwest.
2. Make ~flicient and economic use of the Federal Columbia River Power System.
3. Obtain the economies of scale from large thermal generating plants.

4. Meld the output from large thermal generating plants with that from existing hydro
generating units and the peaking gereration units which will be installed at existing dams, to
achieve t'e most economic and r:liable power supply to meet the power requirements of the
Pacific Northwesi.
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Phase 1-Hydro Thermal Power Progrem thermal generating plants scheduled for installation
through 1981 are tabulated below:

Plant
Neo.
1

Principal

Sponsce
Pacific Power & Light Co.
and The Washington Water
Power Company (Centralia
Project)
Portland General Electric
Company (Trojan Project)
Pacific Power & Light Co.
(Jim Bridger Project) . ...

Washington Public Power
Supply System (Nuclear
Project No. 2) .........

Portland General Electric
Cot)npnny (Boardman Proj-
WY o s bbennEs kb
Washington Public Power
Supply System (Nuclear
Project No. 1) .........
Washington Public Power
Supply System (Nuclear
ProjectNo.3) ..........

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

@)

Location Type
Centralia, Wn. Coal-fired
St. Helens, Or. Nuclear
Rock Springs, Wy.

Coal-fired
Hanford, Wa. Nuclear
Boardman, Or. Nuclear
Hanford, Wn. Nuciear
Satsop, Wn. Nuclear

Currently in operation at reduced capacity.
It is estimated by the Construction Engineer

Rated
Capacity
 MW)

1,400
1,130
500
500

1,100

1,260

1,250

1,240

Proposed
Date of
Commercial

(1
July 1975

Sept. 197§
Sept. 1976

Dec. 1977-
June 1978(2)

July 1980
Sept. 1980

Sept. 1981

» that the probability of commercial operation by December 1, 1977 is
16% and that a commercial operation date of June 1, 1978 has a 50% probability of being met.

The area utilities have identified projects which are currently under investigation to meet forecasted
load growth through 1986. While the specific role of Bonneville has changed somewhat from Phase |
of the Hydro Thermal Power Program, the area will continue to build generation and transmission
facilities on a cooperative schedule. The thermal generating plants under investigation are tabulated

below:
Plant
Neo.

1

2

Principal

Spousor

Pacific Power & Light Co.
(Jim Bridger Project No. 4)
Pacific Power & Light Co.
and The Washington Water
Power Company (Centralia
Project No. 3) .........
Portland General Electric
Company (Boardman Coal
Project)
Puget Sound Power & Light
Company (Skagit Project) .
Washington Public Power
Supply System (Nuclear
Project No. 4) .........
Wuh'ingtgn PublicNPolvet

y System (Nuclear
mﬂ T PRI |
Pacific Power & Light Co.

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

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

Portland Gepera! Electric
Company (PGE Nuclea:
Project No. 0) ... .. ..

Capac
Location Type mw?
Rock Springs, Wy. Coal-fired 333
Centralia, Wn. Coal-fired 700
Boardman, Or. Coal-fired 500
Sedro Woolley, Wn. Nuclear 1,290
Washington Nuclear 1,250
Washington Nuclear 1,240
Oregon Nuclear 1,260
Cregon Nuciear 1,260

Proposed
Year of
Commercial

Operation
1978

1978

1979
1981

1982

1983

1983

1985



In addition to the foregoing major projects in the Pacific Northwest, The Montana Power Com-
pany, Puget Sound Power & Light Company, Pacific Power & Light Company, Portland General Electric
Company and The Washington Water Power Company are constructing a coal-fired steam electric
generating plant at Colstrip, Montana. A portion of the output of this project will be used outside of the
Pacific Northwest coordinated system and the balance of the output will be used by these companies to
assist meeting their needs within the Pacific Northwest.

Power Requirements and Resources

Long-range planning of resources in the Pacific Northwest is based on annual forecasts of loads
and resources for the area prepared by the Paaific Northwest Utilitics Conference Committee. An analysis
of the most recent forecast by that committee, dated April §, 1974, adjusted tor presently planned ofer-
ating dates and capabilities of Supply System plants, is shown in the following table:

LOADS AND RESOURCES
NORTHWEST POWER POOL, WEST GROUP(1)

Year Additional Balance of
la% Estimated Estimated Resources The Resources
June 30 Requirements  Resourcesi2)3)(4) Required($) Project Required(5)

PEAK CAPABILITY—KILOWATTS (000)

BB ciicissionnan 23,548 21915 1,633 —_ 1,633
- AP 24,490 24,262 228 — T o228
VT i rmernss 26,642 25,735 907 — 907
I .ichcnenranse 28,255 27,880 375 — 375
IR ciivsiiieinnn 29,613 30,433 (820) 1,100 (1,920)
D i asieen i 31,083 30,453 630 1,100 (470)
(SR R R 32,756 32,794 (38) 1,100 (1,138)
DR 556 v ionins oo 34,001 33,687 314 1,100 (786)
B % s s e 35,754 33,290 2,464 1,100 1,364
TR 37,372 33,029 4,343 1,100 ' 3,243
BB iiiscosnunaia 39,246 32,576 6,670 1,100 5,570

ENERGY CAPABILITY—AVERAGE KiLowaTTs (000)

SRR i vaoabios da 15,252 13,771 1,481 — 1,481
B 5k A idws o et 15,640 15,044 596 —_ 596
BIIRE s nendins 16,758 15,890 868 — 868
B o idbsnonahine 17,622 16,206 1,416 47(6) 1,369
BVE iassonenskvis 18,432 16,126 2,306 672(6) 1,634
B 30w bckich o i 19,331 16,421 2910 825(6) 2,085
BUEE « i e anesanve 20,310 17,829 2,481 825(6) 1,656
SR isosasvonveis 21,145 18,927 2,218 825(6) 1,393
B oisssninsnene 21,976 19,168 2,808 825(6) 1,982
B ssnsesnanins 23,003 19,120 3,883 825(6) 3,058
R 24,122 19,058 5,064 825(6) 4239

(1) Area served by the utility members of the Joint Power Planning Courcil.
(2) After deducting reserves under Pacific Norihwest Utilities Conference Committee Planning Guidelines.

(3) Iocludes Pbase I plants, except the Project.
(Footnotes continued on next page)
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4) Mwmmamuuﬂw:

WPPSS No. 1 1,250 MW September 1980
WPPSS No 2 1,100 MW June 1978
WPPSS No. 3 1,240 MW September 1981

(5) Parenthesis denotes surplus.
(6) Project energy capability. Computed under Pacific Northwest Utiliues Conference Committee Guidelines.

THE PARTICIPANTS

The Project has 94 Participants, of which 27 are municipalities, 22 are districts anc 45 are co-
operatives. The municipalities have contracted to purchase approximately 22.6% of the plant capabxuty.
the districts have contracted to purchase approximately 56.9% and the cooperatives, the .emaining
20.5%. Exhibit I attached hereto lists each Participant and indicates its share of the Project capability

purchased.

The Participants, all of whom are statutory preference customers of Bonneville, currently obtain
all or vart of their power supply from Bonneville, and, under their power sales contracts, will have an
estimated net billing capacity which in the aggregate is estimated (o be in excess of their share of the
estimated Project’s annual costs paid to the Supply System. Each Participant’s share of such annual cost
will be net billed or credited against the billings made by Bonneville to the Parucipant on a moathly basis
under its power sales contract(s). ;

Each of the Participants has executed a Net Billing Agreement, as more fully described below,
with the Supply System and Bonneville.

In the Net Billing Agreements, each Participant assigns its share of the Project’s capability to Bonne-
ville, and the entire output of the Project will be added to and pooled with the other power sources avail-
able to Bonneville.

Since the Participants’ payments to the Supply System will be net billed, the cost of the power pro-
duced by the Project will be borne by Bonneville customers. Bonneville has assured Congress that “any
costs or losses to Bonneville under these agreements will be borne by all Bonneville rate' payers through
rate adjustments, if necessary.”

THE INET BILLING AGREEMENTS
A summary of certain provisions of the Net Billing Agreements foilows. The full text of the form of
Agreements may be obtained from the Supply System.

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

Each Net Billing Agreement became effective upon execution and delivery and will terminate on the
date that the Project Agreement terminates except as provided in Section 10(c) (see the sub-caption
“Termination”) and as to accrued obligations and liabilities.

Although the Net Billing Agreeinents may be terminated prior to the maturity of any Project Bords,
the obligation of ez~h of the Participants thereunder to pay its proportionate share of debt service or any




Project Bonds shall continue until the Project Bonds have been retired, and Bonneville will continue
to be obligated to offset or credit these payments against payments pursuant to the Participant’s Bonneville
Contracts.

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

Sale, Purchase and Assigament

The Supply System sells, and each Participant purchases, its Participant’s Share of the Project
Capability and each Participant in turn assigns its Participant's Share of such Capability to Bonneville.
The amount of each Participant’s Share of Project Capability is shown in Exhibit I attached hereto.

The purchase price to be paid by each Participant in each Contract Year will be the amount
specified in the Billing Statement rendered (o the Participant by the Supply System. The amount of
the Billing Statement is determined by multiplying the Annual Budget or any amended Annual Budget
by the Participant's Share. The Annual Budget shall provide for all of the Supply System’s costs with
respect to the Project in the Contract Year, including debt service. The Participant is obligated to
pay the Supply System whether or not the Project is completed, operable, or operating and notwithstanding
the suspension, interruption, interference, reduction or curtailment >f the Project output, and such
payments are not subject to reduction and are not conditioned upon the performance or nonperformance
by the Supply System or Bonneville or any other Participant under the Net Billing Agreements or any
other agreement or instrument.

The Particip-nt assigns and Bonneville accepts the assignment of the Participant's Share. In con-
sideration of such assignment, Bonneville will offset or credit the amounts paid by the Participant to the
Supply System under the Net Billing Agreement against amounts owed Bonneville for power purchased
and certain services rendered under the Participant's Bonneville Contracts. This system of offsets and
credits is termed “net billing”. Net billing will begin on January 1, 1977, or the Date of Commercial
Operation, whichever is earlier, or »t some earlier date if the Project is terminated pursuant to the Project
Agreement, as hereinafter described.

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

Payment

Each Participant is obligated to pay the Supply System on a monthly basis its Participant's Share
of the Supply System's annual expenses incurred in connection with the operation of the Project.
Each month's payments will be based on the amount of net billing credit received by the Participant
during the preceding month on its Bonneville billings. If the credits received from Bonneville are less
than the Participant's Share of expenses for a Contract Year, the Participant is nevertheless obligated to
pay such share.

Bonneville may enter into net billing agreements with any or all of the Participants in connection
with the construction and operation of other thermal generating plants and has entered into such
agreements with all of the Participants in connection with the Supply System's Nuciear Projects Nes. |
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and 3 or the Trojan Project. Pursuant to the Net Billing Agreements, Bonneville will offset the amounts
it owes under the Net Billing Agieement and all other net billing agreements which it may have in effect
with each Participant against the sum of the amounts that such Participant may owe Bonneville for power
and certain services, in the proportion that the amount specified in the current Billing Statement bears to
the sum of the amounts to be paid by Bonneville under all such agreements for that Contract Year. Each
Net Billing Agreement provides that Bonneville and the Participant shall not enter into any agreements
providing for payments to the Participant by Bonneville which Bonneville estimates will cause the aggre-
gate of Bonneville's billings to the Participant to be less than 115 percent of the Bonneville net billing
Mtomrmkipucuarmwumidiul«wm;

If Bonneville is unable to net bill the amounts to be paid to the Supply System because the dollar
obligations due Bonneville from 4 Participant are or are expected to be insufficient to offset Bonneville's
dollar obligations to such Participant, Bonneville will use its best efforts to arrange for a voluntary
assignment of all or a portion of the Participant’s Share to the extent required to eliminate the
insufficiency, and the Participant shall make any such assignment so arranged. The other Participants
will have the first right to accept such assignment, pro rata among those exercising such right, before
such an assignment is made 10 a customer who is not one of the Participants. If Bonneville is unable
to arrange for such an assignment, the Participant will make such assignment to the other Participants,
who are obligated to acce,t it, pro rata, provided that the sum of such assignments 0 a Parucipant
shall not, without its consent, exceed either 25% of the Participant’s Share of Project Capability or its
estimated net billing capability.

If all or a portion of the Participant’s Share is assigned as described above, the Participant will
remain liable to pay the purchase price for its Participant’s Share in accordance with its Net Billing
Agreement as if such assignment had not been made. Such hability of the Participant will be discharged
only to the extent that the assignee of all or a portion of the Participant’s Share pays to the Supply System
the purchase price for the Participant’s Share so assigned.

I assignments cannot be made in amounts sufficient to bring into balance the respective dollar obliga-
tion of Bonneville and the Particip: « and an accumulated balance in favor of the Participant from a
previous Contract Year is expected by Bonneville to be carried for an additional Contract Year, such
balance and any subsequent monthly net balances that cannot be net billed will be paid in cash to the
Participant by Bonneville, subject to the availability of federal appropriations for such purpose.

If Benneville is unable to satisfy its obligation to an aflected Parucipant by net billing, assignment
or cash payment and determines that this will continue for a significant period, the affected Participant may
direct that all or a portion of the energy associated with its Participant’s Share be delivered by the Supply
System for the Participant’s account at a specified point of delivery, cither for the expected period of
such inability or the remainder of the term of the Net Billing Agreement, whichever is specified by the
Participant when it elects to have such energy delivered o it. The amount of energy delivered will be
limited to the amount of the Participant's Share for which payment by Bonneville cannot be made. The
Participant's obligation to assign its Participant s snare w ponneville and Bonneville's obligation to make
mwmrmmwmmumwy modified.

Termination

If the Project is ended pursuant to Section 15 of the Project Agreement, as described below, Supply
System will give notice of te.mination of each Net Billing Agreement effective upon the date of termina-
tion of the Project Agreement. Supply System shall then terminate all activities relating to construction
and operation of the Project and shall undertake the salvage and disposition or sale of the Project as
provided in the Project Agreement. After such termination, the Supply System wiil make monthly
accounting statements to Bouneville and each Participant of all costs associated with such termination.
The monthly accountitg statements will credit against such costs all amounts received by the Supply
System frow he dispos.uon of Project assets. Such monthly accounting statements will continue unil
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mmmmmnnmmdmmmaw. That Agreement,
other things, provides standards for the design, licensing, financing, construction, fueling, operation

and maintenance of the Project and for the making of any replacements, repairs or capital additions
thereto. Amdmo‘thwiﬁmdtﬂhﬁo«Wtbﬂoﬂ A copy of the Project
w-qhohdudtronmupﬂym

mwmmmcmmmmcumwaumymm terminate wheu the Project
is terminated as provided in Section 15 of the Agreement.

mummmmmmmmwymsm«mmmm
hhﬂvmd.d&m«m.mwmahpwdolwmmwhohorinpmwmmghm
Wﬂ%awdhommt-mummmquwun:

(a) wwwmimkhmwmmt.w.amdumrdm
mmmwmmmmmmauwummhumuymm
control.

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

(¢) Bonneville directs the end of Project pursuant to the provisions of Section 11(a), which
provi‘es that if the estimated cost of a replacement or repair or capital addition required by a gov-
ernmental agency exceeds 20 percent of the then depreciated value of the Project, Booneville may
direct that the Supply System end the Project.

Design, Licensing and Construction of the Project

The Supply System will among other things (i) perform its duties and exercise its rights
accordance with Prudent Utility Practice; (ii) use is best efforts to obtain all licenses, permits and other
rights and regulatory approvals necessary for the ownership, construction, and operation of the Project;
(iii) construct the Project in accordance with Prudent Utility Practice; and (iv) use its best effots
10 schedule the Date of Commercial Operation as near as possible to September 1, 1977.

Bonneville will use its best efforts to comstruct, operate and maintain the necessary facilities
to interconnect the Project with the Government's transmission grid so as to be ready to receive the
Project's generation on or before the initial test and operation of the Project.

In the Project Agreement “Prudent Utility Practice™ at a particular time means any of the practices,
methods and acts engaged in or approved by a significant proportion of the electrical utility industry
prior to such time, or any of the practices, methods, and acts which, in the exercise of reasonable judg-
.dianmdmtmkmnummlmmwumﬂ.mldhaWMup«odwucon-
plish the desired result at the lowest reasonable cost consistent with reliability, safety and expedition. In
evaluating whether any act or proposal conforms (o Prudent Utility Practice, Bonoeville, the Supply
System and any Project Consultant shall take into account the objective to integrate the entire Pioject
Capability with the hydroelectric resources of the Federal Columbia River Power System and to achieve
mmammdumm-u.muumm:u

economical operation of that system.

Financing

mmmwlmmmemmuﬂWMwmmMa
umummmmm..uammuuuhump«mmmn
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finance the cost of any capital additions, renewals, repairs, replacements or modifications to the Project;
provided, however, that such Project Bonds may then be legally issued and sold.

All Project Bond Resolutions are subject to approval by Bonneville, and Boaneville has approved
the Resolution and the Supplemental Resolution.

Budgets
Construction Budgets and Annual Budgets will be prepared annually. The Construction Budgets
and the Annual Budgets and any revision thereof are to be submitted to Bonneville and are subject to its

approval. In the absence of any objection by Bonneville a budget will become effective within 30 days,
in the case of the Construction and Annual Budgets, and within 7 days in the case of any revision thereof.

A monthly Construction Budget report shall be prepared by the Supply System and filed with Bonne-
ville showing by major plant accounts or contracts, the cumulative amounts committed and expended to

the date of each such report.

Costs incurred by the Supply System in an emergency or to protect the safety of the Project or the
public shall be added to the Annual Budget as incurred.

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

Operation and Maintenance

The Supply Systeri will operate and maintain the Project in accordance with Prudent Uulity Prac-
tice and the requirements of the AEC and other government agencies having jurisdiction.

Bonds for Replacements, Repairs and Capital Additions

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

(1) $3,000,000 or

(2) an amount by which the amount of Bonneville's estimate of the total of the net billing
credits available in such Contract Year to the Participants and the amounts of such reserves and
insurance proceeds, if any, exceeds the Annual Budget for such Contract Year exclusive of Amounts
for Extraordinary Costs,

Supply System will, in good faith, use its best efforts to issue and sell Project Bonds to pay such excess.

Bonneville’s Approval and Project Consultant

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

Exhibits
The Exhibits described below are an integral part of the Project Agreement.

Exhibit A—Description of the Project.

Exhibit B —Contractual provisions required by Statute or Executive Order. Under the pro-
visions of Executive Order 11246 of September 24, 1965 and the Rules and Regulations and relevant
Orders of the Secretary of Labor thersunder, the Supply System has been granted a limited exemp-
tion from the cancellation, termination, and suspension provisions in the event of non-compliznce
with the Equal Opportunity Clause contaired in said Agreement by the Director, Office of Federal
Contract Compliance, U. S. Department of Labor.

DESCRIPTICN OF 1974 BONDS AND CERTAIN
PROVISIONS OF THE RESOLUTION AND SUPPLEMENTAL RESOLUTION

The following summary is a brief outline of certain provisions contained in the Resolution and the
Supplemental Resolution and is not to be considered as a full statement thereof. This summary is qualified
by reference to and is subject to the Resolution and the Supplemental Resolution, copies of which may
be examined at the office of the Supply System, the Bond Fund Trustee and the Paying Agents for the
1974 Bonds.

The Bonds and the 1974 Bonds '

The Resolution creates and establishes an issue of Bonds of the Supply System which may be
issued from time to time to pay the Cost of Construction of the Project and to establish reserves as therein
provided. The 1974 Bonds are part of such issue.

The 1974 Bonds will be dated July 1, 1974; principal and semi-annual interest (January 1 and
July 1) on coupon 1974 Bonds and principal on registered 1974 Bonds will be payable at the option
of the holder at The National Bank of Commerce of Seattle in Seattle, Washington, Continental Illinois
National Bank and Trust Company of Chicago in Chicago, Illinois, and Morgan Guaranty Trust Company
of New York in New York, New York. Payment of interest on fully registered bonds will be made by
Continental Illinois National Bank and Trust Company of Chicago, Chicago, Illinois, which has been
appointed the Bond Fund Trustee. The definitive 1974 Bonds will be issued in coupon form in the denomi-
nation of $5,000, registrable as to principal only, and in fully registered form in the denomination of
$5,000 or any multiple thereof. Coupon 1974 Bonds and fully registered 1974 Bonds are interchangeable.

The 1974 Bonds will mature in the years and amounts and bear interest at the rates per annum
shown on the cover page hereof. The 1974 Bonds maturing July 1, 1999 and July 1, 2012, will have the
benefit of a Bond Retirement Account to operate at the times and in the amounts set forth below. (Res.
Secs. 4.5, 4.7; Supp. Res. Sec. 2).

Redemption: The 1974 Bonds will be subject to redemption prior to maturity at the option of
the Supply System on and after July 1, 1984, on at least 30 days’ published notice, in whole at any time
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or in part on any interest payment datc. in inverse order of their maturities, and by lot within a maturity,
at the respective redemption prices (expressed as percentages of the principal amount) set forth below,
together with accrued interest to the date fixed for redemption:

Period Durinz Which Redeemed Redemption
(Both Dates Inclusive) Prices
July 1, 1984 to June 30, 1989................. 103%
July 1, 1989 to June 30, 1994. . ............... 102
July 1,1994 t0 June 30, 1999......... 0000000 101
July 1, 1999 and thereafter ................... 100

The Supply System further reserves the right to redeem (a) the 1974 Bonds maturing on July 1, 1999
and on July 1, 2012, prior to maturity, on at least 30 days’ published notice, in part on any interest
payment date on and after January 1, 1995 and on and after January 1, 2000, respectively, upon
payment of the principal amount thereof from sinking fund installments as described below and (b)
the 1974 Bonds maturing on July 1, 2012 in part on any interest payment date on and after July 1, 1983
upon payment of 101% of the principal amount thereof, from excess construction fund proceeds, in
each case together with accrued interest to the date fixed for redemption.

The Supply System also reserves the right to redeem the 1974 Bonds at any time prior to maturity,
on at least 30 days' published notice, in whole at any time or in part, in inverse order of their maturities
and by lot within a maturity, on any interest payment date, from proceeds received from the sale or
disposition of property or in the event the Project is terminated as provided in *he Project Agreement,
upon payment of the principal amount thereof together with accrued interest to the date fixed for
redemption. (Res. Sec. 5.3; Supp. Res. Sec. 3).

Sinking Fund Installments: The 1974 Bonds due July 1, 1999 are to be retired by mandatory
sinking fund installments accumulated in the Bond Retirement Account in the Bond Fund in amounts
sufficient to redeem on July 1 of each year, at the principal amount thereof, the principal amount of such
Bonds specified for each of the years shown below: .

Year Amount

R R $2,610,000
1996, . . s oo svenns 2,790,000
BIPT, i il 2,990,000
PG 5 s e i 3,190,000
L S 3,420,000

The 1974 Bonds due July 1, 2012 are to be retired by mandatory sinking fund installments accumu-
lated in the Bond Retirement Account in the Bond Fund in amounts sufficient to redeem on July 1 of
each year, at the principal amount thereof, the principal amount of such Bonds specified for each of the
years shown below:

Year Amount Year Amount
o1 PN $1,840,000 DI ovcle s ins $2,760,000
SOOI o i i e i 1,965,000 BT sais e i 2,950,000
DRE: < o5 vnsanan 2,100,000 ¢ R S 3,155,000
v 1 R 2,250,000 BN, 1 wintim mice's 3,375,000
e S P 2.410,000 < S S iy 3,615,000
, o TR P 2,575,000 c 0 S S 3,865,000
b e S, 4,140,000



The sinking fund installments for the 1974 Bonds due July 1, 1999 and due July 1, 2012 may be
applied to the redemption of such Bonds on July 1 of each of the above years or on the immediately

preceding January 1.

(Supp. Res. Sec. 2).

Subsequent Series of Bonds

The Supply System covenants to issue additional series of Bonds to the extent required to pay the
Cost of Construction of the Project and to establish the reserves required by the Resolution to the extent
such reserves are not funded from other sources. Such Bonds may be issued upon compliance with the
following principal conditions:

(1) There shall have been delivered to the Supply System a certificate of the Bond Fund

Trustee that no default exists in the payment of principal and interest on any outstanding Bond, and

there has been delivered to the Bond Fund Trustee a certificate of the Secretary of the Board of

Directors of the Supply System that the Net Billing Agreements and Project Agreement are in full

force and effect and have not been amended in any manner adversely affecting the Supply System and

the holders of the Bonds.

(2) Such Bonds shall be either serial or term bonds or a combination thereof, with the final
maturity date to be July 1, 2012.

(3) The Construction Engineer shall certify as to the amount expended for, and the amount
remaining available to pay, Cost of Construction and the times funds will be required to pay such
Cost, and, if the estimated Cost of Construction has increased, give a statement of the reasons for
such increase. (Res. Sec. 3.4).

Additional Indebtedness Other than Bonds

The Supply System may also issue additional bonds ranking on a parity with the Bonds and
secured by an equal charge and lien on the revenues of the Project (“additional bonds”) for the
following purposes:

(1) to comply with an order of any governmental agency with authority to issue, make or
enforce an order or decision requiring the installation of additional facilities or modifications at or
in the Project;

(2) to comply with requirements of the Project Agreement for the issuance of additional
bonds (see “Bonds for Replacements, Repairs and Capital Additions” under “Project Agree-
ment” above);

(3) to refund at any time any Bonds or additional bonds.

The Supply System may not issue a7 ad¥* -~ bonds unless prior to or simultaneously with
the issuance of such bonds the Supply System has in effect valid written contracts for the sale of
capability, power and energy of the Project which, in the opinion of the Supply System and of the
Consulting Engineer to the Supply System, will produce revenues at least sufficient to enable the
Supply System to meet all of its obligations under the Resolution. Such contracts (1) must be for terms
extending at least to the final maturity date of the Bonds, (2) unless such contracts are with the
parties to the Net Billing Agreements, must be with purchasers which, in the opinion of the Consulting
Engineer, have the ability and financal responsibility to meet their obligations under such contracts,
and (3) must contain terms with respect to payments for Project capability, power and energy and the
items of annual power costs to be included in the price for such project capability, power and energy
which are not less favorable to the Supply System than the terms of the Net Billing Agreements.

Additional bonds may be either serial or term bonds or a combination thereof, with the final
maturity date to be July i, 2012, or if the service life of the facilities being financed extends beycnd
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July 1, 2012, a later date which is not later thin ‘the expiration of such service life. A separate bond
fund is to be created and payments into such bond fund for the retizzment of such additional bonds
are to commence within 5 years from the date thereof or, in the case of refunding bonds, at the time
when payments with respect to the retirement of the refunded Bonds or additional bonds would be
required if such Bonds or additional bonds were not refunded. From the proceeds of sale of additional
bonds or revenues of the Supply System available at the time of issuance, an amount equal to the maxi-
mum amount of interest to become due on such bonds in any six-month period is to be deposited in the
reserve account in such bond fund, and such account is to be maintained at such amount; provided
that such amount, in the case of refunding bonds, may be so deposited at the time when the refunded
Bonds or additional bonds are no longer deemed outstanding. (Res. Sec. 9.6).

Construction Fund; Application of Bond Proceeds

The Resolution estabiishes a Washington Public Power Supply System Nuclear Project No. 2
Construction Fund (the “Construction Fund”) and a Construction Interest Account and Fuel Acccunt
therein, to be held by the Construction Fund Trustee. Continental Illinois Bank and Trust Company
of Chicago is Construction Fund Trustee under the Resolution.

The proceeds of sale of the 1974 Bonds will be applied as follows:

(a) An amount equal to the interest on the 1974 Bonds from their date to September 1,
1977, will be credited to the Construction Interest Account in the Construction Fund. (The interest
on the 1973 Bonds to September 1, 1977 was capitalized from the proceeds of such Bonds.)

(b) The sum of $1,300,000 will be credited to the Fuel Account in the Construction Fund.
(81,100,000 was credited to such account from the proceeds of the 1973 Bonds.)

(c) The balance of 1974 Bond proceed