Annual Wheeling Charge Determination

This Exhibit shows the calculation of the Annual Wheeling Charge based on FERC account

balances from Tacoma Power's December 2020 Financial Statements

1 Transfer Facility Investment
(from Exhibit B, page2)

2 Transfer Facility Loading (KW):

Mossyrock 378,000
Mayfield 182,000
Cowlitz Falls 70,000

630,000

3 Transfer Facility Investment Ratio

4 Annual Fixed Cost Ratio

5 Annual Variable Cost Ratio
Operations and Maintenance Costs
Admin & General Costs
General Plant Depreciation Expenses
General Plant Interest Costs

6 Annual Cost Ratio (sum of #4 and #5)

7 Transfer Facility Wheeling Demand

8 Annual Wheeling Charge (before taxes)
(H#3 x #6 x #7)

9 Tax Recovery @ 12.832942%
City Gross Earnings Tax

Washington State Utility Tax

10 Annual Wheeling Charge (including taxes)

12,975,168.66

630,000 kW

20.60 /kw

6.63%

4.42%
2.01%
0.35%
0.08%

6.86%

7.50%
3.8734%
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13.49%

70,000

194,502.62

24,960.41

219,463.02
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Investment in Transfer Facilities
Balances as of 12/31/20
Acct. Description Investment

Land and Land Rights

350.14 Hydro Project Lines, Mayfield-Mossyrock 230KV 625,569.17
Structures and Improvements

352.15 Mayfield 1,686,606.52

352.16 Mossyrock 1,432,075.73
Station Equipment

353.15 Mayfield 4,121,862.35

353.16 Mossyrock 13,864,366.97
Towers and Fixtures

354.124 Mayfield-Mossyrock Tie (Single) 397,622.84

354,125 Mayfield-Mossyrock Tie (Double) 624,594.28
Overhead Conductors & Devices

356.124 Mayfield-Mossyrock Tie (Single) 405,905.55
Roads and Trails

359.125 Mayfield-Mossyrock Tie (Double) 12,245.58

Less Sole City-Use Facilities
Mayfield
Mossyrock

Plus facilities installed by the district

Net investment

23,170,848.99

(426,816.00)
(9,768,864.33)

12,975,168.66



'I.‘RANSMISS.ION SERVICE AGREEMENT.
BETWEEN THE CITY OF TACOMA AND
PUBLIC UTILITY DISTRIC‘I’ NO. 1 OF LEWIS COUNTY, WASHINGTON
This Agreement, ‘executed on thé)ééférday'of
£CL¢£255£Q5=‘ ,.1993, by the city.of Tacoma ("cityﬁ) and the
Public Utility District No. 1 of Lewis County, Washiﬁgtén
(“Distriét"),'mﬁnicipal corporations of the State of Washington,
sometimés hereafter referred to collectively as "Paities" or
individually as a "party",
WITNESSETH:
ﬁhereas, the District holds a license from the Federal
Energy Regulatory.Commission (YFERC") to construct and operate é

hydroelectric generating facility ‘on the Cowlitz River in Lewis

“County, Washington, commonly known as the Cowlitz Falls Project;

and

Whereas, under the terms of a contract between District and

the Bonneville Power Administration ("Bonneville") for the sale

and‘purchasg of the electric po&er from the Project, the District

_commenced construction of the Project in June, 1991 and expects-

. .commercial operation hy_December, 1993; and

Whereas, upon completion of the construction and
commencement of commercial operation of the Project, Bonneville
will have the right under said contract to receive all electric
power generated by the Project, less station service and

transmission losses; and



Whereas, the City currently holds a FERc'license for the
QOWlitz Project, under which it operates two hydroelectric
generating facilities which are downstream from the site of tﬁe
Project, commonly known as Mossyrock and Mayfield; ané

Whereas, the Parties are executing an Iptefconnection
Agreement under which the Project will be Eonnected with the
City’s swiﬁcpyard located at the Mbés&rdck Project; and

Whereas, the Parties desire to éétablish the terﬁs and

conditions for the third party wheeling arrangement in which the

‘Qity provides the District with transmission services to allow

the District to’ transfer Project power for Bonneville acrdss3thé'
city'é'facilities to Bonneville’s 230 KV transmission system; and

Whéreas, the Parties desire to establish terms and
COnditions.for the wheeling arrangement in which the City
prcvides.the District wifh transmission services £o éilow
transfer of Project powexr if owned by the Dist;ict across #he'
City’s facilities to Bonneville’s 230 KV transmigsion system;

Now, therefore, the Parties agree as follows:

" Section 1. DBefinitions.

Whenever used in this Agreement with initial letters

* capitalized, the following terms shall have the following

meanings:
1.1 "Accepted Utility Practice" means, at any
particular time, the generally accepted practices, methods, and

acts in the electrical utility industry existing prior to the



1

subject action or the practices, metybds or acts, which, in the
exercise of reasonabie judgment in the l1ight of the facts known
at the time the ﬂecision.was made, could have been expected to
accomplish the desired result consistent with reliability and
safety. .

1.2 PAnﬁual Wheeling Charge" means the charge to be
paid by the Distridt to the City for transfer services, the
methodology of which is set forth on Exhibit 3,.and the
calculation of which is set forth in Exhibit B.

1.3 "Cowlitz Project" means the Mayfial& hydroelectric
generating project'and appurtenant facilities and the Mossyrock'

hydroelectric generating project and appurtenant facilities, both

located on the Cowlitz River in Lewis County, Washington, and
operated by tﬂé City pursuant éo FERC License No. 2016.

1.4 "YOperating Year" means any.consécutive twelve (12)
manth period during the Termzwhidﬁ commeﬁces at 2400 houré, July
31 énd ends at 2400 hours the.follbwiﬁg July 31.

1.5 "Point of Interconnection" means tﬁe point where
the Distr;ct's 230 KV facilities connect with the City’s 230 XV
facilities at or.near the City’s Mossyrock Switchyard.

1.6 "Project" means the Cowlitz Félls Hydroelectric
?foject located on the Cowlitz River in Lewis County, Wdshington,

and to be constructed and operated by the Distriect pursuant to

FERC License No. 2833.



1.7 YProject Oﬁerating Date" means the date when
construction of the Project is substantially completed, and the
Project ié ready to commence operational testing..

1.8 "Transfer Faciligies" means those transmiséion
fﬁcilities owned by thé City that are used to transfer electric
powex produced by the Project from the Point of Intercohnection
_ to the Bonneville 230 XV. Chehalis transmission line, which
‘facilities are set forth on Exhibit B.

' 1.9 "frangfer Facility Demapd" neans the sum of
. nameplate generating caéacities for projects transferred aver
Transfer Facilitieg. .

1.10 "Uncontrollable Force" means an act or event
beyoﬁd the reasonabie control of a Party, and which Sy eXercise'
of due dlllgence and foresight such Party could not reasonably
have been expected to avoid or remove, which 1mpairs the ability
of the Party to perform, and includes, but és not linited to,
failuré of or threat of failure of facilities, flood, earthquake,
storm, acdident, fire, 1iqntning and other natural catastrophes,
epldemlc, war, labor or material shortage, strike or labor
dlspute, or sabotage, and also includes restraint by an order of
‘a court of competent jurlsdlction or by regulatory authorities
;against any action taken -or noé taken by a Party, after a good
faith effort by the appropriate Party to ohtain:.(;) relief from
such order; or (ii) any necessary authorizations or approvals

from any governmental agency or regulatory authority.



1.11 "Wheeling Demand" meané the nameplate capacity of
(ﬁ the Project.
Section 2. mgﬁg. .
2.1 After this Agreement has 5een executed by both.
Parties, it shall take effect one day prior to the Project
Operating Date.\ '
o 2.2 The District shall notify thg.city in writing as
soon as practicable after execution of this Agreement of the

proposed Project Operating Date.

LY

2.3 This Agreement will expire on the earlier of:
2.3.1 The eﬁpiration.date of FERC License No.
2016, ahd any renewal or extension thereof;
or
2.3.2 fhe expiration date of FERC License No.
Q___ ' 2833, and any renewal or extension thereof.
| 2.4 Prior the expiration of this Agreement, if the ‘
Diséfict has applied for or been granted the authority t6 operaté
and maintain the Project beyond the exéiratiop date of this
' Agreement, the Parties’ shall negotiate in good faith a new
‘Agreement for the provision of transmission services witﬁ sinilar
terms and conditions. '
2.5 Any obligations incurred pursuant to this

Agreement shall continue until satisfied.



Section 3. DTransfer Servide

3.1 During the Term, the District will deliver to the
City at the Point of Interconnection the entire amount of
electric power generated by the Project, less transmission losses
and amounts used for station service.

3.2 During the Term, the City will accept the electric
pawer generated at the Project and delivered to it by the
District at the Point of Interconnection, -and transfer the
electric power so delivered, over the Transfer Facilities to
Bonneville’s 230 KV :Chehalis transmission lines, except for
periods when generation reduction is in effect pursuant to
Section 9. ‘

Sect%on 4. Transmission ILosses.

4.1 The city shall be compensated for transmission
losses resulting from transfer of Project power across the.city's
transmission facilities. Losses shall be calculated as the
amount of power egual to the product cbtained by multiplying the
Annual ioss Factor as ca;cuiated'in Exhibit C, by the amount of
Project output, measured at the Project and reduced by station
service and transmission losses:.incurred from Efansferring
Project po&er across the District'é transmission system.

4.é Losses shall be returned to the City, at its
option, by one of the following two methods.

4.2.1 The amount of Project power transferred

across the City’s transmission facilities



will be reduced by the amount of losses .-
calculated pursuaﬁt to paragraph 4.1, prior
to delivery to Bonneville.

The City ana the District will make
arrangements with the District’s power .
purchaser, Bonneville, for Bonneville to

return losses, caloulated pursuant to

.paragraph 4.1 above, to the City’s Cowlitz

Substation at the corresponding hour 168

hours later, or at another hour mutually

agreed upon.

Secta.on 5. gh;w__r_g.e__:__m;;ﬂe.r__s_e_rz__me-

5.1 The District will pay the City the Annual Wheeling

charge calculated pursuant to Exhibits A and B, each Operating

Year during the Term that electric power is delivered to the City

by the District at the Point of Interconnectiodn and transferred

by the City over the Transfer Facilities to the Bonneville 230 KV

transmission line.

-

5.2 The Annual Wheeling Charge shall be paid pursuant.

to Section 10.

Section 6. calculation-of Annual Wheeling Chgrge
and Termination Right. .

6.1 The Annual Wheeling Charge shall be established

pursuant to the methodology set forth on Exhibit A, and shall be-

calculated as set forth on Exhibit 'B.



6.2 No later than April 15 of the Operating Year in which
{r‘. an Annual Wheeling Charge will . expire, or on or before any April
B 15 during the three year effective period of an Annual Wheeling .

Charge, the'city may propose rev;sions to the Annual Wheeling

Charge Calculation by providing the Distribt‘revised Exhibit B,

and the.documentation used by the City to.calculate the revised

Exhibit B. _ .

é.3 The District shall have forty-five days to review the
information provided pursuant to paragraph 6.2. . As a result of
such review, and if agreed “to by the Partiés, Exhibit B will be
amended as ﬁecessary to refiect the rgvisions'agfeed to by thé’
Parties, effective on the first day of the next Operatingvvear.

6.4 Should the Parties be unable to agree on revised

"Exhibit B within the forty-£five day.éeriod sét forth on paraéraph
_Q_; 6.3, then either Party may seek resolution\pursuaﬁt to Secﬁion 11
of this Agreement. The revised Exhibit B shall take effect on
the first day of the next Operating Year, subject to subsequent
modification pursuant to the arbitration decision.

6.5 Exhibit B shall remain in effect for three consecutive
Operating Years, unless revision is sought puréuant to paragréph
6.2.

6.6 No more frequently than every sixth Operating Year
during the Term, the City may review the methodology for the
Annual Wheeling Charge, as set forth on Exhibit A, to determine

if changes in generally accepted practice for tiansmission



pricing, accounting or calculation meﬁhodology)qgrrént.
modification of the methodology set forth on Exhibit A.
6.7 Should the city conclude, pursuant to paragraph 6. 6,

that changes in generally accepted practices for transmission

. pricing, accounting ox calculatlon methodology warrant revision

of the Annual Wheeling Charge methodology set forth on Exhibit A,
then in that event the City shall provide to the District, on or
before April 15 oﬁ'the Operating Year in which such determination

was made, reviséd Exhibits A and B, setting .forth the revised

methodology for the Annual Wheeling Charge, and the caiculation.

of the Annual Wheellng Charge. The revised Exhibits A and B will
take effect on the flrst day of the next Operating Year. The
revised Exhlblt A will remain in effect for the next six
Operating Xears, and Exhipit B will remain in effect for the next
three Operating Years, unless rev;sed pursuant'to paragraphs56.z'
and 6.3. -

6.8 Should the District ;ecei&e from the City revised
Exhibits A and B pursuant to paragraph 6.7, thHen in that event
the District may elect to terminate this Agreement by providing .
té the City written notice of it; election to termingte, stating

an effective date of such terﬁination, on or after the later of:

" (i) the firxst day of the second Operating Year after the

Operating Year in which the District received the revised

Exhibits A and B pursuant to paragraph 6.7; or (ii) if either

Party has submitted the Exhibits A and B prepared pursuant to



paraéraph'6.7'§o dispute resolution pursuant to Seétion 11, then’
| the first day of the second Operatiné Year after the Operating
Year in which the decisioﬁ of the arbitrator resolving such
dispute is rendered..
6.9 The City shall have the right to revise Exhibits A
and B, in accordance with this Section 6, prior to the effective
date of any notice of termination issued by the District pursuant
to paragrpah 6.8.
. Section 7. Scheduling Deliveries.
7.1 No later than January 1 of each Operating Year
during the Term; the District wil; provide the City with a
projection of the hburly amounts of energy and capacity to be
delivered by the District to the City at the Point of
.Interéonnedtion during the next Operating Year, based upon one
representative éay for each month of the next Operating .Year.
7.2 At any time during the Opefating Year, should the
Distric# expect that actual deliveries of capacity and energy
will substantially exceed the projected deliveries, the District
shall notify the City of such divergencies‘as soon as pracicable.
Section 8. Maintenarice Schedules.
8.1 No later than January 1 of each Operating Year
" during the Term, the Distric£ will provide the city with a
schedule of the planned.ﬁainténance outages for the Project for

the next Operating Year.

10.



8.2 Should the schednlé of planned maintenance outagés
change .during the Operating Year or should the Project experience
forced'outa§es for maintenance, the District will notify_the City
of such changes and outages as soon as practicable.

8.3 The Parties will make a 'good faith'effgrt to

.schedule maintenance outages for the Project, and on the City’s
. transmission facilities located in Lewis County, in a manner
which minimizes adverse impacts on both Parties’’ systems.
Section §. Loss of Transmission Line Capacity

9.1 ¥When Bonneville Is Acquiring Project ggxpﬁ .

9.1.1 Under normal conditions,'the City’s
transﬁiséi&ﬁ facilities<between the'Mossyrock'Projéct, the

Mayfield Project and ‘the Bonneville 230 KV Chehalis lines
have sufficient additional capability to also transfer the
electrical power generated at the Project and delivered at
‘the Point of Interconnection. .

9.1.2 Should one of the Bonneville 230 KV .
transmission lines which link the City’s facilities to the
Bonneville Chehalis Substation go out of service, or certain
portions, of the city’s transmission facilities fail, the
remaining transmission facilities may be incapable of
carrying the comfined output of the Project, the Mossyrock
Project, and the Mayfield Project. Bonneville trecognizes

that this is a problem and is planning to upgrade its

11



faéilitiesﬂﬁy 1998 to provide single-line out transfer
capability for the combined output of all four projects.

9.1.3 Should failure of Bonneville’s or the
City’s transmission facilities result in reduced '
transmission capacity, the City will make best efforts to
protect the transmission system and equipment. The City
will as soon ‘as pracpicable notify the District of
transmission capacity available for transfer of Project
pawer. If necessary, the District will immediately reduce
generation to the specified available transfer capacity. Aas
‘soon as the transmission system is back to normal operation,
the City will notify ghe ‘District.

9.1.4 Failure of the ?onneville 230 KV Chéhalis
lines or-failure of the Cify'é transmission fécilities may
result in the inability of the city to transfer all or a
part of Project generation. The City shall not be liable
for any damages, loss of generation, or spilling of water at
Fhe Project due to said inability of the City tq transfer
Project.power.

9.2 When Project Qutput Serving District TLoad.

9.2.1 If the Bonnev1lle 230 KV lines which llnk
the City’s faCllltleS to the Chehalis substation have not
been upgraded to carry the combined output of the Project
ahd the Cowlitz Project by the time Project Output is

dedicated to sexrving District load, then.in that event the

12



Parties will make a good faith effort to negotiate a
mutually acceptable generation feduction agreement.
Section 10. Billing and Payment.

10.1 For the transfer service provided by the City,.
the District shall pay the City each menth during each Operating
Year during the Term onewtwelfth.(l/lz) of the Annual Wheeling
Charge established pursuant to Section 5 for that Operating Yeax,
payment shall be due to the City not later than the fifteenth.
(15th) ‘day of each month during the Term. |

10.2 Payments not received when due shall bear an )
additiondl charge, commericing ten (10) days after the payment due
date, of one-twentieth percent (0.05%) of the amount remaining
unpaid, which addltzcnal charge shall be added on’ each succeeding
day until ?he entire amount, 1nclgd1ng the additional charge, is
paid in full. '

10.3 ”Failure to réceive any statement shall not
release a Party from liability for payméﬁt. '

10.4 Payments due for amoﬁnts payable under this
Agreement shall be made either by check or by electronic funds
transfer to a financial institution desigpaﬁed by each of the
Parties. ' . N

10.5 1Iii the-event thdt a Party disputes a statemerit,

. the Party disputing the statement shall pay the statement under
protest. The Parties shall in good faith attempt to resolve such '

dispute by consultation. Any subsequent adjustment to such

13



statement resulting from consultation by the Parties or

arbitration shall include interest from the date payment was

made. The Parties may chélleﬂge statements and seek adjustments

anytime within three (3) years after the date the statement is
issded, and shall thereafter be forgcloséd from seekiﬁg
adjustment.

10.6 In the event that a Party submits for dispute
resolution, pursuant to Section 11, any Exhibit A and/or B
rgvised pursuant to Section 6, and paymeﬁt has been made by the
District pursvant to such reéised-Exhibig A and/or B, and the
final- decision of the arbitrator modifies such revised Exhibit A
and/or B, then in that évent an adjustment shall be made to the
‘payments made by the District to reflect the- arbltrator'
decision.

Section 11. Besolgt;gn of Disputes.

‘ 11.1 The Parties shall make a good faith eﬁfort to .
implement this Agreement in a manner which is acceptable to both
Parties. If the Part;gs should disagree over any natter arising
out of this Agreement, the Parties shall endeavor to resolve such
&isagreeﬁent through informal consultation.

11.2 The Parties agree to submit to binding
arbitrétion all issues, disputeées and controversies arising out of
this Agreement which cannot be btherwise resolved hy

consultations between the Parties.
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11.3 All arbitration proceedings under this Agreement
(T shall be conducted as follows: ' ‘

11.3.1 The Party which believes that agreement by
the Parties on any issue, dispute or controversy regaéding
this Agreement is unlikely, may invoke binding arbitration
by sending written notification to the other Party stating
that it is invoking Einging arbitration, and stating the
issues to be resolved.

11.3.2 The Party receiving notice of arbltratlon
shall have ten (10) days from the receipt of the notice of
arbitration ta noiify in writing éhe.Party invoking
arbitration of any additional issues that remain unsolved

" and warrant arbitration. |
11.3.3 The Parties shall have fifteen (15) d&ys
é__ " from the date the ;ptice of arbittratien is mailed to .
mutually agree upon an arbitrator..

11.3.4 If the Parties are unable to mutually
aéree on an arbitrator, then no later fhan twenty-five (25)
days after the date of notice of arbitra?ion, each Party
shall by written notification to the other Party des;gﬁate a
representative. ' ' .

11.3.5 No later than thlrty-flve (35) days after .
the data of notlce of arbitration, the Parties’ '

representatives shall send to the Partles written notice

15



| )
stating the arﬁitratofjtha repreéentaﬁiveé have mutually
selected to conduct the proceeding.

11.3.6 If the Parties’ represeﬁtatives are unablé
“to mutually agree on'an arbitrator, either Pafty mnay
'petition the Chief Qudge of the U. S. District'cburt_for the
Western District of Washington to gppéint an arbitrator.

. 11.3.7 No later than twenty (20) days after the '
appointment of the arbitr%tor, however appointed, each Party
shall submit tqo the arbitrator in writing the proposai it
recommends to resolve each of the issues that are the
subject of the arbitration. These wriéten'proposals shall
be accompanied by a wrxitten submittal, not exceeding f£ifty
pages (not’ including exhibits) stating the rationale for the
Party’s proposed fesolution. If requasted; the arbitrator
may permit the submittals to exceed fifty pages for goéd
cause shown. . ' '

11.3.8 The,arbitratér shall decide the issues
subject to arbitration based on the written submittals only,
unless the arbitrator decides that a.hearipg‘to receive oral
testimony ig'neéessary._ '

11.3.9 The conduct of any hearing to receive oral
testimony is left to the sole discretion of the afbitrator,

subject to the right of both Parties to have representatives

present at any hearing.
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11.3.10 No later than thirty (305 days after the
(ﬁ written submittals by the Parties, the arbitrator shall
issue a written.opinion deciding each of the issues
submitted for arbitration. In deciding each issue, the
" a¥bitrator shall select one of the two proposed resolutions
submitted by the Parties on each issue, and shall have no
authority to fashion any alternative proposal or resolution.
i1,4 The arbitrator selected or appointeé.under.this
paragraph 11 shall be an individual having demonstrated expertise
'in the subjeéct.matter being arbitrated. .
11.5 When resol?ing issues submitted for arbitration,
the arbitrator shall choose the propbsed fesolution for any
disputed issue which most completely conforms with Prudent.

Ut;lity Practice and the provisions of this Agreement.

€__ Section 12. Environmental Provision.
12.3 When_ the Proiect Is Serviriq Other Than District
. Load ' '

12.1.1% During any period-during the Term when
Bonneville has a contrgctual right to receive the power and
energy generated by fhé Project, to the extent the District
has control over the operation of the Project;
12.1.31.2 The'District shall have a continuing
obligation- throughout the term of this Agreement to,
comply fully with all applicable licenses, permits,

lavs énd regulations.
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12.1.1.3 TIf required by applicable licenses,
‘permits, laws and iequlations to keep recS}ds, the
District shall maintain records anq upon fhe .
City’s request, shall provide to thelcity copies
of such récords to determine if. the Project is
being opérated in compliance with énvironmental
requirements of such licenses, permits, laws and
regulations.
12.1.1.4 The District shall provide fo
the City or its contractors, at reasonable times
"and upon reasonable notice, .access to the Project lands
and facilities to evaluate envirommental conditions and
operating practices. . .
, i2.1.2° A breach of this CGeneral Environmental
Provision exlsts only if a f£inal determination including all
appeals has been entered by a court, the Federal Energy
gegulatory Commission, a f£ish and wildlife agency, a
pollution control agency, Indian tribe, or other agency
having jurisdiction over any Project facility that such
Ffacility is not in compliance with applicable 15&5,
regulations, perﬁits or licenses respecting the control
abatement and mitigation of environmental impact.
12.1.3 The City,.after consulting with the
appropriate jurisdictional authority described in paragraph

12.1.2 above, may restrict, suspend, and/or terminate
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transmission service otherwise provided for the noncompliant
Project pursuant to this contract if the City determines
that:.
12.1.3.1 a breach of this Environmentai
Provision exists based upon a determination made as
descrlbed in paragraph 12.1.2 above; .
12.1.3.2 such breach will contlnne to result
in a significant adverse effect on the environment; and
12.1.3.3 restriction, suspension or
termination of delivery is an appropriate remedy for
the.environﬁental harm.

12.31.4 Before restricting, suspending and/or
termlnating transm1551on services pursuant to this section,
the City shall give the District and Bonneville written
notice and a reasonable opportunity to cure the breach by
takiné appropriate mitigative action.

12.1.5 In the event that service is interrupted
pursuant to these Environmental Provisions, the City has no
obligation to compensate or mitigate any loss to any other
Party resulting from sﬁcﬁ.interrﬁption of service.

12.1.6 These Envirommental Provisions are for.the
sole benefit of the Parties., - No Party intends to create any
~ legal right whatsoever on behalf of a third party who is not '
a s1gnatory to this Agreement. ©No third party shall be

entitled to maintain any cause of action based upon the
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above provisions against any Party. The City’s
determinations, actions or enforﬁé;ents of the above
provisions shall be solely at the City's.discretion.
12.2 Yhen the Project Is éerving Q;st;ict Load
12.2.1 The Parties agree.that they have a mutual
interest in ensuring that any actiomns or acti%ities with
_respect to the Cowlitz Project and the Project to protect or
enhance the environment are done in a coordinated manner to
ensure the effectiveness of such activities or actions, énd
to minimize'their impact on power and energy generated by
such projects. .To promote communication and coordination on
g sucﬁ.matters, the Parfies agree to take the.following steps:
12.2.1.1 Thé Parties shall have a coﬁt;nuing
obligation during the term of this Agreement to comply
fully with all applicable Iitenses, permits, laws and
regulations. g
o _1212.1.2 £ required by applicable licenées,
'permits,.laws or regulations to kéep records relating
to the Cowlitz Project or the Project, which records
are not privileged or confidential pursuant to
applicable state 1aw,.each Partf shall upon the written
request of the other Party provide ﬁhe requesﬁing'Party
copies of all or any portion of suc¢h records as hay be

requested.'
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12.2.1.3 The Parties will periodically meéet
and discuss current and brospective'actions and ’
activities related to the Cowlitz Project and the
Projecﬁ for the enhancement and protection of the‘
environment. ’ ’

| 12.2.1. 4 Prov1de the other Party with

reasonable prior wrltten notmce of any meeting, hearlng-
oxr confarence with any group, organization, court, or

any local, state or federal agency having jurisdiction.

_over the Cowlitz Project or the Projecﬁ,.the purpose of

which is to discuss orxr determine current or future

_actions or activities regarding the Cowlitz Project or

the Project to enhance and protect the environment.

12.2.1.5 Prior to executing any memorandum

of understanding, letter of agréement, contract,

stipulation or any other type of binding arrangemént
regardiné current ox prospective actions or activities
related to the Cowlitz Project or the Project to-
enhance and proiect the environment, the Party
considering ‘such exécution shall provide the other
Party with reasoconable written notice of sﬁch pending
execution, - and ﬁhe Parties shall consult on the likely
impacts to th; Cowlitz Pfojecé and the Project of such’

execution. The Party considering execution shall make
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a good faith effort to minimize any adverse impacts on
the other Party from such execution.

Section 13. Notice.
13.1 Any notice, demand, approval, proposal, consent,

" direction or request provided- for in this Agréement shall be
effective from the date mailed or transmitted by facsimile or
other means, and shall be.directed as follows:

_If to the District:  Public Utility District No. 1
of Lewis County .
Manager '
Po 0- BOX 330' .
Chehalis, WA 98532
If to the City: Tacoma Public Utilities
Power Manager
3628 South 35th Street
P. 0. Box 11007
Tacoma, WA 98411
13.2 BEither Party may change their recipient of notice
at any time by designating a new recipient by letter delivered to
the other Party. ' : *
Section 14. Uncontrollable Force:
14.1 Any obligation of a .Party to perform under this
Agreement shall be excused when failure to.perforﬁ such
abligations'is due to an Uncontrollable Force. In the event that
either Party is unable to perform due to an Uncontrollable Force,
such Party shall exercise due diligence to remove such inability

.with reasonable dispatch. Nothing in this section shail be

construed to require either Party to settle any strike or labor

dispute in which.it may be involved.
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”314.2 Each Party shall ngtify thé oth;r as soon éf
practicable of any Uncontrollable Force which may impair
performancé under this Agreement. Failure to give ‘such gotice
within a reasonable perioa ghall be deemed a waiver of such

Uncontrollable Force.
Section 15. ‘Hold Harmless. ‘

15.1 The District shall indemnify and hold the City
harmless from all claims, damages, losses, liability and éxpenses
arising from the negligent or other torticus acts ox omissions of
the Distfict, ité employees, agents, or contractors arising under‘
this Agreement. '

15.2 The City shall indemnify and hold the District
harmless from all claims, damages, losses, liability and expenses
arising from. the ﬁegligent or. other tortious acts or omissions of
the City, its employees, agents, or coﬁtrac;ors arising under
this Agreement. ‘

Section 16. Assignment.

16.1 Each Party agrees that it shall hét sell, assign
or transfer its interests, rights, or obligations under this
‘Agreement without the written conmsent of the other Party.

16.2 This Agreéement shall inﬁfe to the benefit of and
.shall be binding upon the respective successors and assigns of

- the Parties.
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Section 17. bligations and Iiabilities e Several.

17.1 The obligations and liabilities of the Pgrtieg
under this Agreemént are severéi, and are not joint. Neither
Party shall be obligated or liable for any obligatidn or:
liabiliﬁy of the other Party. Neither Party shall bhave, by
virtue of this Agreement any right, power or authority to incur
any obligation or liability of, to act as the agent or
representative of, ox to otherwise bind the other Party.

Section 18. Governing Taw. \

This Agreement shall be 1nterpreted, governed by, and

construed under the laws of the State of Washington.
Section 19. Requlation.

19.1 In undertaking the plannlng, financing,
construction, acqulsitmon, operatlon and maintenance of this
interconnection, the Parties must comply with the requirements of
'allilicenses, permiﬁé and regulatory approvals:neéessary for such
planning, financing, construction, acquisition, operation and
maintenance. It is also.agreed that this Agreement is made
subject to the provisions of all such licenses, permits and
regulaéory approvals.

15.2 Should the relicensing of the Cowlitz Project by
the Federal Energy Regulgtory Commission result in ferms and
conditions which necessitate changes to this Agreement, the
Parties agree to negotiate in éoéd faitﬁ amendments to this

Agreement required by such relicensing terms and conditions.
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Section 20. Waivers.

—

E_xéept as agreed by the Parties, no provision of this.
:Agreement may be waived except as confirmed in writ:?.ng. ' Aﬁy
wailver at any time by a 'éarty of itS"right with respect to .a
default under this Agreement or with any other matter arising in
connection herewith, shall not be deemed a waiver with respect to
any subsequent default or matter. Eitheér Party may waive any .
' notice or agree to accept a éhorter notice than specified - in this -
Agreement. Such waiver of notice or al_c.ceptance of shorter notice
io.y a Part.y at any time regarding a notice shali pcit be considered '
a walver with respéct to any subsequent notice required under
this Agreement.

Section 21. Invalid Provision.

The invalidity or uﬁenforceability of any provision of
this Ag:r.;eement shall nét ‘affect the other provié,ions héreof, and
‘this Agreement shall be construed in all i:espec‘l':s as if such
. invalid or unenforceable provisions werée omitted. .

Séction 22. No Unspecified 'Thi.rd-»g' arty Beneficiairies.

There are no third-party beneficiaries of this _
Agreement. Nothing contained in this Agreement is intended to
. confer any right or interest on anyone other than the Parties,

_their respective successors, assigns and legal represehtatives.
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.Section 23. Amendment.

No change, amendment or modification of any provision

of this Agreement shall be valid unless set forth in a written
amendment to this Agreement signed by both Parties.
' Section 24. Headings Not Binding. -

The headings and captions in this Adgreement are for
convenience only and in no way define{ limit, or describe the
scope or intent of any prqvisiqns or sections of this Agreement.

Section 25. Agreement of the Parties.
‘ This Agreement represents the entirety of. the agreement
between fhe Parties, and'this Agreement superseées any prior

written or oral agreements between the Parties.

Section 26. Future Consideration gor'Tgansmissiog Services.
If reqqested by the City, the 'District agrees to enter

into negotiations for a mutually acceptable agreement to
facilitate the transmission of power from the city’s planned
Barrier_Dam-Hydroelectric Project to Bonneville’s tranémission
system'in a manner consistent with this Agreement, consistent
witﬁ the City’s facilitation of the Project, and may include bu;
not be limited to the granting df’easements for use of right-of-
ways; sharing of District right-of-ways, and jpint ownership of
transmission facilities. '

Section 27. Inte;éretation of Aqgreement.

.The Parties agree that both Parties drafted this

Agreement, and that if any ambiguities arise in the later
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interpretation of this Agreement, such a_:mhigui_igies. shall not be
construed against either Party as the sole drafter of the
igreemen‘-t. ‘ |
Section 28. Computation of Days.
For pur.poses of this Agreement, all references to days
contained herein shall mean calendar days;
Section 29. M.' '
The follow:Lng Exhibits are attached hereto and are
incorﬁorated into th:.g Agreement as if fully set forth herein:
Exhibit A - 2Annual 'Wﬁeeling Chai:'ge Methodology
' Exhibit B - Annual Whe.eling Cﬁarge Calculation.
Exhibit ¢ - Calcilation of Annual Loss Factor.
Section 29. _ignad:u'na______g]_.gm_‘e. ’
Each Party Hereto represents that it has the authorit‘y
to execute th::.s Agreement and that it has been duly author:.zed to

enter into this Agreement.

IN WITNESS WHEREOF, the Parties hereto have executed this

Agreement in counterparts.

PUBLIC UTILITY DISTRICT NO. 1 . CITY OF TACOMA, WASHINGTON
OF LEWIS COUNTY, WASHINGTOM

-Title anager Title Director of Utilities
Date December 6, 1993 pate 12/16/93
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- ' EXHIBIT A
' Page 1 of 2
Bffective Date

1a ea ined Charge Met odolo

The methodology for determlnlng the Annual Wheeling Charge -
shall be as set forth on this Exhibit A, and the Annual Wheeling
Charge Calculation shall be as set forth on Exhibit B. For

purposes of EXhlbltS A and B, the following terms are defined as
set out below.

I. -Definitions

(1) ¥Administrative and Genexal Costs" (A&G Costs)
means those costs incurred by the City to gdminister the
City’s electrical system, and which are allocated to
transmission, as such ‘costs are booked in accounts 920
through 983, and 408 of the FERC Uniform System of Agcounts.

(2) "Annual Fixed Cost Ratio" means the capital
recovery factor, expressed as a percentage, which the City
must recover annually to amortize its Transmission Plant

.Investment, using the average facility life of transmission
facilities used to calculate the City’s depreciation rate
for transmission facilities and the City’s weighted average
interest rate on outstanding long term debt issued by the
City’s Light Division.

.(3) "Annual Variable Cost Ratio” means the sum of the
quotlents of O & M Costs, A & G Costs, General Plant
Depreciation and General Plant Interest Costs, each divided

" by Total Transmission Plant.

. (4) VGeneral Plant Depreciation Costs" means the
annual straight-line depre01ation expense of total
depreciable plant booked in FERC Accounts 389 through. 399
and not otherwise included in productiorn, transmission, and
distribution plant. The rate of depreciation based on the
average useful life of General Plant facilities shall be
furnished by the City.

(5) "General Plant Interest Costs" means the annual
interest expense of the City for General Plant allocated to
transmission pursuant to the following steps. First, net
interest expense is determined as annual interest expense
(FERC Accounts 427 through 431) minus annual interest income
(FERC Account 419). Second, net. interest: expense is



EXHIBIT A -
Page 2 of 2
Bffective Date

allocated to General Plant by the ratio of total General
Plant investment (Accounts 389 through 399) to Total Plant
in Service (Account 101). Third, the General Plant
allocation is further allocated to transmission by the ratio
of Total Transmission Plant in Service (Accounts 350 through

359) divided by the difference of Total Plait in Service and .
. General Plant investment.

(6) "Operatlons and Maintenance Costs" (0 & M) means
those expenses incurred .by the City to gperate and maintain
the transmission system, as such costs are booked to
accounts 560 through 574 of the FERC Uniform System of
Accounts..

(7) "“Total Transmissien Plant! means the total ameunt
of the City’s transmmssxon plant in service expressed in
dollars, as booked in accéounts 350 through 359 of the FERC.
Uniform System of Accounts.

TT., Methodology for Calculating the Annual-ﬂgeel;ng Charge

A. The Annudl .Wheeling Charge for the first three Operating
Years of the Texrm. and subseqnent revisions of the Annual Wheeling
charge, shall be calculated using the average of the accounting
data for the most recent three calendar years preceding the first
Operating Year for which the Annual Wheeling Charge w111 take
effect.

B. The Annual Wheeling Charge shall include those amounts
necessary to provxde the City with full recovery of all taxes
incurred by the City during the Operating Yéar for the provision
of service or receipt of Annual Wheeling Charges under this
Agreement.

. C. The Annual Wheeling Charge will be calculated as set
forth on Exhibit B.



-, . EXHIBIT B —
Page 1 of 2
Effective Date

ual Wheeling Charge Calg ion

This Exhibit shows the calculation of the Annual Wheeling
Charge for the initial three Operating Years of the Term, and is
based on an average of FERC Account balances from the City’s
Light Division for the most recent three calemndar years.

1. Transfer Facility Investment: $6,150,241
(as recorded in FERC Accounts 350 through 359)
2. Transfer Facility Demands (kW): 532,000 kW
Mosgsyrocks: © 300,000
Mayfield: 162,000
Cowlitz Falls 70,000
Total 532,000
3. Transfer Facility Investmept Rafio $11.56/kW
4. Annual Fixed Cost Ratio: 7.88%
‘5. Annual Variable Cost Ratio: o
a) Operations & Maintenance Costs 6.38%
b) Admin. & General Costs 3.10%
c) General Plant Depreciation :
expenses . 0.25%
d) General Plant Interest Costs 0.15%
Total: 9.88% -
6. Annual Cost Ratio (sum of #4 and #5) o 17.76%
7. Transfer Facility Whge;ing Demand . 70,000 kW
8. Annual Wheeling Charge (before taxes) . $143,694 '
- (#3 x #6 x #7) .
9. Tax Recovery @ - 10.9545% $15,741
Estimated City Gross Earnings Tax 6.00%
Washington State B&O Tax 3.87%

10. Annual Wheeling Charge (affer taxes) $159,435



Acc’t.

"350.14

352.15
1352.16

353.15
353.16

354.124
354.125

356.124

359.125

-~

Investment in Transfer Facilities

Description

LAND AND LAND RIGHTS:

Hydro Project Lines, Mayfield-

Mossyrock 230 kv

STRUCTURES & IMPROVEMENTS:
Mayfield
Mossyrock

STATION EQUIPMENT'
Mayfield

Mossyrock

TOWERS. AND FIXTURES:
Mayfield-Mossyrock Tie (Single)
Mayfield-Mossyrock Tie (Double)

OVERHEAD CONDUCTORS & DEVICES:
Mayfield-Mossyrock Tie (Single)

ROADS AND TRAILS:
Mayfield~nossyrock Tle (Double)

LESS SOLE CITY-USE FACILITIES:

Main Transformers: Mayfield
(per voucher 12348)

Main Transformers: Mossyrock
(per W.0. 82 detail)

Transfer facilities installed
by the District at Mossyrock
switchyard (estimated)

Note:

Total

Net Irivestment

Exhibit B

Page 2 of 2 .
Effective Date

Inﬁéstment
$625,569.17

$1] 679'067 ‘71
$318,462.33

" $1,458,126.96

$1,284,207.50

$397,412.84
$624,594.28

$405,905.55

12,245.58
$6,805,591.92

$426,816.00

537,016.56
$5,841,759.36

$308,482.00

$6,150,241.36

Investment amounts taken fréom the City’s Light

Division December 1992 Trial Balance unless.

otherwise noted.



) ) mamibit o
) . ) Bffectlve Date

Calculation of Annual Toss Factor

The District and the city recognize that there will be
losses over the City’s system between the Point ef

Interconnection and the points of delivery at the Bonneville
230 kV Chehalis llnes.

The Annuval Loss Pactor for the facilities described in
Paragraph 1 above shall be calculated as follows:

a) Calculate annual KWwh losses to transmit both the
. Cowlitz Project and the Project.

b) Calculate annual KWh losses to transmit only the
Cowlitz Project.

¢) The Annual Loss Factor equals the quotient of (a-b)

divided by the expected annual generation of the
Project.

The Annual Loss Factor calculated pursuant to Paragraph 2
above is 0.5%. .

Either Party may request review and revision of the Annual
Loss Factor due' to changed conditions. This Exhlblt may be
amended no more often than once every three years by mutual
agreement of the Parties.
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