Exhibit B

Annual Wheeling Charge Determination

This Exhibit shows the calculation of the Annual Wheeling Charge based on FERC account
balances from Tacoma Power's December 2017 Financial Statements

1 Transfer Facility Investment
(from Exhibit B, page2)

2 Transfer Facility Loading (KW):
Mossyrock
Mayfield
Cowlitz Falls

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)
(H3 x #6 x #7)

9 Tax Recovery @
City Gross Earnings Tax

Washington State Utility Tax

10 Annual Wheeling Charge (including taxes)

Pg1of2
12,483,928.32
630,000 - kW
378,000
182,000
70,000
630,000
19.82 /KW
6.63%
4.05%
1.55%
0‘37%
0.10%
6.07%
12.70%
70,000
176,189.41
12.832942% 22,610.28
7.50%
3.8734%

198,799.69



Exhibit B

Pg2of 2
Investment in Transfer Facilities
Balances as of 12/31/17
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 4,104,608.75

353.16 Mossyrock 13,390,380.23
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

22,679,608.65

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

12,483,928.32
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TRANSMISSION SERVICE AGREEMENT.
BETWEEN THE CITY OF TACOMA AND
PUBLIC UTILITY DISTRIC‘].‘ NO. 1 OF LEWIS COUNTY, WASHINGTON

: 2
This Agreement, ‘executed on the /¢ “—day of

‘_.@g/ﬁv/‘pg_. , 1993, by the City of Tacoma ("City") ahd the

Public Utility District No. 1 of ILewis County, Washiﬂgtén
(“Distriét"),'mﬁnicipal corporations of the State of Washingtonm,
sometimés hereaftexr referred to collectively as "Paﬁties" or
indijidually.as a éPaftY", .

WITNESSETH:

ﬁhereas, the Diétiiat holds a license from the Federal
Energy Regulatory commission ("FERCY") to construct and operate é
hydroelectric generating facilit&'on the Cowlitz Rivex in ngis

‘-County, Washington, commonly known as the Cowlitz Falls Project;

and
Whereas, under the terms of a contract between District and
the Bonneville Power Administration (VBomneville") for the sale

and purchase of the electric power from the Project, the District

_ commenced constrxuction of the Project in June, 1991 and expects -

.commercial operation by 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
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Whereas, the city currently holds a EERc'license for the
qulitz Project, under which it operates two hydroelectric
generating facilities which are downstream from the site of tﬁe
Project, commonly known as Mossyrock and Mayfield;: and

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

Whereas, the Parties desire to ééfabl@sh the terﬁs and
conditions for the third party wheeling arrangement in which the
‘City provides the District with transmission sexvices to allow
the District to transfer Project power for Bonneville acréss the '
City'é'facilities to Bomneville’s 230 XV transmission system; and

Whéreas, the Par%ies desire to establigh terms and
COnditionsvfor the wheeling arrangement in which the city
provides'the District wiﬁh transmiséion services £o éilow
transfer of Project power if owned by ‘the District across the
city’s facilities to Bonneville’s 230 KV transmigsion system;

Now, therefore, the Parties agree as follows:

" Section 1. pefinitions.
Wﬁenever used in this Agreement with initial lettexs
* ¢apitalized, the following terms shall have the following
meanings: '
1.1 "Acdcepted Utility Practice" means, at any
particular time, the generally accepted practices, methods, and

acts in the electrical utillity industry existing prior to the



subjectugctioﬁ or the practices, metybdé or acts, which, in the
exercise of reasonablie judgment in the light of the facts known
at the time the decision_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 District to the City for transfer sérvices, the

methodology of which is set, forth on Exhibit A,.and the

' calculation of which is set forth in Exhibit B.

1.3 "Cowlitz Project"” means the Mayfiel& hydroelectric
generating project'and appurtenant facilities and the Mossyrocdik'

hydroelectric generating project and appurtenant facilities, both

located on the Cowlitz River in Lewis County, Washington, and

operated by the City pursuant to FERC License No. 2016.

1.4 vOperating Year" means any .consecutive twelve (12)
month period during the Texwpwhicﬂ commeﬁces at 2400 houré, July
31 and ends at 2400 hours the.follbwiﬁg July 31.

1.5 _ "pPoint of Intercomnection® means the point where
the Dlstrlct's 230 KV facilities connect with the city’s 230 KV
facilities at or .near the City’s Mossyrock Switchyard.

1.6 YProject” means the Cowlitz Falls Hydroelectric
Progect located on the Cowlltz River in Lewis County, Washington,

and to be constructed and operated by the District 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 ie ready to commence operational testing..

1.8 "Transfer Facilit}es" means those transmiseion
fecilities owned by the City that are used to transfer electric
power produced by fhe'Project from the Point of Intercohnection '
_ to the Bonneville 230 XV. Chehalis transrission line, which
‘facilities are set forth on Exhibit B.

' 1.9 "franefer Facllity Demapd" neans tpe sum of
. nameplate generating caﬁacities for projects transferred aver
Transfer Pacilities. ' _

1.10 "Uncontrollable Force" means an act or event
beyoﬁd the reasonabie control of a Party, and which By eﬁercise'
" of due dlllgence and foxresight such Party could not reasonably
have been expected to avoid or remove, which 1mpairs the ability
_of the party to perform, and includes, but es not limited to,
railuré of or threat of failure of facilities, flood, earthquake,
stoxm, acdident, fire, 1ightning and other natural catastrophes,
epidemic, war, labor or material shortage, strike or labor
dlspute, or sabotage, and also includes restraint by an order of
"a court of competent jurisdictian or hy regulatory authorities
;against any action taken -or nor taken by a Party, after a good
faith effort by the appropriate Party to ohtain:_(;) relief from
such order; or (iil) any necessary authorizations or ‘approvals

from any govermmental agency or regulatory authority.



1.11 "Wheeling Demand" means the nameplate capacity of
( the Project.

Section 2. m_e,;;m

2.1 After this Agreement has }:‘;een exacuted by both .
Parties, it shall take effect one day prior to the Project
operating Date. '
. 2.2 The District shall notify the .city in writing as
soon as practicable aftexr execution of this Agreement of the

proposéd Project Operating Date.

¢ aa

) 2.3 This Agreemeirt: will expire on the earlier of:
2.3.1 The expiration date of FERC License No.

2016, ahd any renewal or extension thereof;
or ‘
2.3.2 ‘i‘he expiration date of FERC License No.
—. . 2833, and any renewal or extension thereof.
- 2.4 Prior the expiration of this Agreement, if the _
Dist':'rict has applied for or been granted the authority tc; operaté
and maintain the Project beyond the ex;piratiop date of this
' Agreement, the Parties’ shall negotiate in good faith a new

Agreement for the provision of transmission services with similar

terms and conditions.

2.5 Any obligations incurred pursuant to this

Agreement shall continue until satisfied.



Section 3. Transfer Servida

3.1 During the Term, the District will deliver to the
City at the Point of Interconnection the entire amount of '
eleotric 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
péwer 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 Fécilitieé to
Bonneville’s 230 XKV :Chehalis transmission lines, except for

periods when generation reduction is in effect pursuant to

Sect;on 9.
ecti 4. Transmission Lo

4.1 The city shall be compensated for tran;m{ssion'
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 foss Factor as ca;cuiated‘in Exhibit ¢, by the amount of
Project output, measured at the Project and reduced by station
sexrvice and transmission losses.ineurred from éfansferring
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 pursua$£ to paragraph 4.1, priox
to delivery to Banneville.
4.2.2 The City anﬁ the Disgtrict will make .
arrangements with the Disé:ict's-pawe; .
purchaser, Bonneville, .for Benneville to
return losses, caloulated pursuant to
.paragraph'4,1 above, to the City’s c&wlitz
Substation at the corresponding hour 168
bours later, or at another hour mutually
.agreed upon. |
" gection 5. o : r wafar Sepvi
| 5.1 'The District will pay the citf the 2nnual Wheeling
charge calculated pursuant to Exhibits A and B, each Opgrat;ng
Year during the Texm that electric power is delivered to the City
by the District at the Point of Interconnection and transferred
by the city over the Transfer Facilities to the Bonneviile 230 XV

transmission line.

5.2 The Annual Wheeling Charge shall be paid,pursuaﬁt.
to Section 10. '

Section §.. calculation-of Annual Wheeling Charge
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
{"‘. an Annual Wheeling Charge will.expire, or on or before any April
a 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_revise& Exhibit B,

and the.documentation used by the City to.caleculate ?he revised

Exhibit B. | _

é.a The District shall have forty-five days to'review the
information provided pursuant to paragraﬁh 6.2. .As a result of
such review, and 1f agreed “to by the Parties, BExhibit B will be
amended as necessary to reflect the rev;s;ons agreed to by the
Parties, effective on the first day of the next Operating Year.

6.4 Should the 9art1es be unable to agree on revised
" Exhibit B w:!.thin the forty—-five aay. period sét forth on paragraph

_Q_; 6.3, then either Party may seek resolution pursuant to Section 11
of this Agreement. The revised Exhihit B shall take effect on
the first day of the next Operating Year, subject td subsequent
modification pursuant to the arbitration decision.

_6L5 Exhibit B shall remain in effect for three consecutive
Operating Years, unless rewvision is sought pursuant to paragréph
6.2.

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

if changes in generally accepted practice for transmission



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

that dhanges 'in generally accepted practices for transmission

_ pricing, accounting orxr calculation methodology warrant revision

of the Annual Wheeling Charge methp&élogy set forth on Exhibit A,
then in that e&ent the City shall provide to the Dis?rict, on aor
before April 15 ot'the Operating Year in which such determination
was made, revised Exhibits A and B, setting -forth the revised.

methodology for the Annual Wheeling Charge, and the calculation

of the Annual Wheellnq Charge. ihe revised Exhibits A and B will
take effect on the first day of the next Operating Year. Tha
revised Exhlblt A will remamn in effect for the next six
Operating Xears, and EXhlblt B will remain in effect for the next
three Operating Years, unless rev;sed pursuant to paragraphs- 6.2
and 6.3. .

6.8 Should the District ;ecei§e from the City revised'
Exhibits A and B pursuant to paragraph 6.7, then in that event
the District may elect to terminate this Agreement by providing .
t6 the City written notice of itg election to terminate, stating

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

" (i) the first day of the second Operating Year aftexr the

Operating Year in which the District received the revised

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

Party has submitted the Exhibits A and B prepared pursuant to



paraéraph‘6.7 to dispute resolution pursuant to Seetion 11, then’
| the first day of the second Operatiné Year after the Operxating
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 purseant
to paragrpah 6.8. ‘
. Section 7. ing Deld er‘
7.1 No later than January 1 of each Operating Year
during the Term; the District will provide the city with a
projection of the heurly amounts of energy and capacity to be
delivered by the District to the City at the Point of
.Ietereonnedtion during the next Operating Year, based upon one
representative éay for each month of the next 0perating.Yea:.
7.2 At any time during the 0pefating Year, should the
District 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. Mainteparige Schedules.
8.1 No later than Janwaxy 1 of each Operating Year
'dnring the Term, the Dlstrlct will provide the city with a

schedule of the planned maintenance outages for the Project for

the next Operating Year.

10.



8.2 Should the schedulo of pldnned maiqfenanQQ outagéé
change .during the Operating Yeéar or should the Project experience
forced outages for maintenance, the district will notify.the Ccity
of such changes and outages as soon as practicable.

8.3 The Parties will make o'éood faith'effort to
'schedule maintenance outages for the Project, and on the City’s
_transmission facilities located in Levis County, in a manner

which minimizes adverse impacts on both Parties’’ systems.

Section 9. s of Transmiss : i1
9.1 When Bonneville s Acouiring Project Ouiput.

9 1.1 Undexr normal conditions, ‘the City’s

transmlssion facllitles between the Mossyrock Project, the
Mayfield Project and the Bonneville 230 KV Chehalis lines
have sufficient additional capability to also transfer the
alectrical power generated at the RProject and delivered at
the Point of Interconnection. .

9.1.2 Should one of the Bonmeville 230 KV .
oronsmission lines which link the city’s facilities to the
Bonneville Chehalis Substation go out of sexrvice, or certain

portions, of the City’s transmission facil;ties fail, the |
remaining transmission facilities may be incapable of
carryiné the éoﬁfined output of the Project, the Mossyrock
Project, and the‘Maffield Project. 'Bonneville recognizes

that this is a problem and is planning to upgrade its
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faéilitiesqﬁy 1998 to provide single-line out transfer
capability for the combined output of all faur projects.
9.1.3 Should failure of Bomneville’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 practicable 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. as

‘soon as the transmission system is back to normal operation,

the City will notify ghe 'District.

9;1.4 Failure of the Fonneville 230 KV Chéhalis
lines or-failure of the ciﬁy’s.transmission fécilities may
result in the inability of the city to transfer all or a
part of Project generation. The cCity shall not be liable
for any damages, loss of generation, 'or spilling of water at
the PrOject due to said inability of the City to transfer
Progect pawer.

9.2 Jhen Project Qutput Serving District Load.

' 9.2.1 If the Bonneville 230 KV lines which link
the City’s facilltles to the Chehalis substation have not
been upgraded to carxry the combined output of the Project
and the Cowlitz Project by the time Project Output is

dedicated to sexving Distirict load, then_in that event the

12



Parties will make a good faith effort to negotiate a
(" mutually aceeptable generation reduction agreement.
Section 10. Billing and Paymenpt.

10.1 For the transfer service provided by the City,.
the Distriét shall pay the cCity each month during each Operating
Year during the Term one-twelfth (1/12) of the Annual Wheeling
Charge established pursuant to. Section 5 for that Operating Year.
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 (19) days after the payment due
’date, of one-twentieth percent (0.05%) of £he amount remaining

. unpaid, which addit;onal chérge.shall be added on'eadn succeediﬁg
day until #he entire amoﬁnt, inclgding the additional charge, is
F paid in full. ' .

10.3 Failure to receive any statement shall not
releage a Party from ligbility 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 Ifi the-event that a Party disputes a statemert,
- the Party disputing the éﬁatement 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 Partles 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
issﬁed, and shall thereafter be foreclosed from seekiﬁg

ad]ustment.

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

Section 11. B&sglm_:ign_quignute&

‘ 11.1 The Parties shall make a good faith effort to

implement this Agreement in a manner which is acceptable to both

Parties. If the Parties should disagree over any nmatter arising

out. of this Agreement, the Parties shall endeavor to resolve such

disagreement through informal consultation.

11.2 'The Parties agree to submit to binding
arbitration all issues, disputés and controversies arising out of
this Agreement which cannot be otherwise resolved hy

consultations between the Parties.

14



11.3 All atbhitration 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 contrcVersy regaxding
this Agreement is unlikely; may invoke binding arbitration
by sending written hotification to the other Part? stating
that, it is invoking Bineing arbitration, and stating the
issues to be resolved. |
11.3.2 The Paxty receiving notice of arbitration
shall have ten (10) days from the receipt of the notice of
arbitration tq noﬁify in wxiting éne.Party invoking
arbitration of any additional issues that remain unsolved
" and warrant arbitration. | |
11.3.3 The Parties shall have fifteen (15) deye
é__ " from the date the thice of arbitration iz mailed to |
’ mutually agree upon an arbitrator.
11.3.4 If the Parties are unable to mutually
aéree on an arbitrator, then no later ﬁhan twenty-£five (25)
days after the date of notice of arbitration, each Party
shall by wfitten notification to the other Party des;gﬁate a
representative. ' ' ' .
11.3.5 ﬁo later than thaxty—five (35) days after -
- the date of notice of arbitration, the Parties’ '

representatiVes shall send to the Perties written notice

15



stating the arﬁitratofjthe repreéentaﬁives have mutually
selected to conduct the proceeding. »

11.3.6 If éhe.Parties' represeﬂtatives are unablé
_to mutnally agree on‘an arbitrator, either Pafty may
" petition the Chief qudge of .the U. §. District'Cburt-ﬁor the
Western District of Washington to gppbint an arbitrator.

. 11.3.7 No later than twenty (20) days after the _
appointment of the arbitr%tor, however appointed, each Party
shall submit tq the arbitrator in writing the proposal it
recommends to xg;oiﬁe each of the issues that are the
subject of the arbitration. These wriéten'proposals shall
be accompanied by a wxitten submittal, not exceeding fifty
pages (not’ including exhibits) stating the rationale for the
Party’s proposed fesolution.' If requested; the arbitrator
may permit the submittals to exceed fifty pages for godd
cause shown. o '

11.3.8 The_arbitratSr shall decide the issues
subjeét to arbitration based on the written.submittgls 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.

16



11.3.10 No later than thirty (30) days after the
(" written submittals by the Parties, the arbitrator shall

issue a written opinion deciding .each of the issues

submitied for arbitration. In deciding each issue, the

arbitrator 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.
il,4 The arbitrator selected or appOinteé~under-this
paragraph 11 shall be an individval having demonstrated expertise
'in the subjeéct.matter being arbitrated. .
11.5 When resol%ing issues submitted for arbitration,
the arbitrator shall choose the propbsed resolution for any
disputed issue Vpich most bémpletely conforms with Prudenﬁ

Utﬁlity Practice and the provisions of fhis Agreenent.

€__ Section 12. Enviropmenta ovisio
12.1 When the Project Is Servipng Othexr Than District
. Load '

12.).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;
12.1.3.2 The'District shall have a continuing
obligation- throughout the term of this Agreement to.

comply fully with all applicable licenses, permits,

laws and regulations.

17



12.1.1.3 If required by applicable licenses,
‘permits, laws aﬁd fegulations to Xeep recgids, the
District shall maintain records anq upon fhe .
Ccity’s request, shall provide to theZCity copiles
of such récords to determine if . theProject is
being opérated in compliance with énvironmental
requirements of such licenses, permits, laws and
regqulations.
12.1.1.4 The District shall provide to
the City or its cantractors, at reasonable times
"and upon reasonable notice, .access to the Project lands
and facilities to evaluate environmental conditions and
operating practices. _ ‘
, 12.1.2' A breach of this General Environmental
Provision exists only if a final determlnatlon including all
appeals has been entered by a court, the Federal Enexgy
gegulatory Commission, a £ish and wildlife agenoy, a
pollution control agency, Indian tribe, or other agency
having jurisdiction over any Project facility that such
Facility is not in compliance with applicable l;ﬁs,
regulations, perﬁits or licenses respecting the control
abatement and mitigation of enQiroﬁmental 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 sexvice 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 abhove;

12.%,3.2 such breach will ccntlnue to result
in a eignificans adverse effect on the environment:; and
12.1.3.3 restriction, suspension or

termination of delivery is an appropriate remedy for
the,environﬁental harm.

12.1.4 BRBefore restricting, suspending and/or
texminating transmlss1cn services pursuant to this section, )
the City shall give the District and Bonneville written
notice and a reasonable opportunity to cure the breach hy.
taking appropriate mitigative action:

12,1.5 1In 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.interrcption of service.’

12.1.6 These Envirommental Provisions are fcr'the
sole benefit of the Parties.  No Party intends to create any
legal right whatsoever on behalf of a thira party who is not
a signatory 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 Ccity’s
determinations, actions or enforoé;ents of the above
provisiong shall ke solely at the city’s‘discretion.
112.? _the Project é v '_s t Toad
12.2.1 The Parties agree.that they have a mutual
interest in ensuring that any actions or aotifities with
_respect to the Cowlitaz Project and the Projeco to protect or
enhance the environment are dome in a coordinated manner to
ensure the effectiveness of such activities or actions, ond
to minimize‘their impact on power and enerqy generated by
such projects. To promote communication and coordination on
g suoh matters, the ?artles agree to take the following steps:
J12.2.1.1 The Parties shall have a oont;nuing
obligation during the term of this Agreement to ‘comply
fully with all appiicable litenses, permits, laws and
regulations. '
.12.2. 1 2 1f required by applicable 1icen§es,
'permits, laws or reguylations to koep records relating
to the Cowlitz Project or the Project, which records
are not privileged or confidential pursuant to,
applicable state law,.each Partf shall upon the written
request of the other Party provide éhe requeséing.Party

copies of all or any portion of such records as ﬁay be

requested.'
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12.2.1.3 The Parties will periocdically meet
and discuss current and ﬁrospective‘actions and -
activities related to the Cowlitz Project and the
Project for the enhancement and protection of the .

envifonment. '
12.2.1. 4 Prov1de the other Party with’
reasonable prior wrltten notice of any meeting, hearlng-

or conference with any group, organization, court, or

any local, state or federal agenéy‘having jurisdiction.

_over the Cowlitz Proﬂeat or the Projecf,.the pﬁrposg of

which is to discuss or 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, lettel of égréement, contract,

stipulation ox any other type of binding arrangemént
regardiné current ox prospective actions ox activities
related to the Cowlitz Project or the Project to-
enhance and proﬁect the environment, the Party
considexing “such exécution shall provide the other
Party with reasonable written notice of such pending'
execution, - and the Parties shall consult on the likely
impacts to th; Cowlitz Prbjec£ and the Project of such'

execution. The Party considexing executién 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 he.directed as follows:

_If to the District: A Public Utility District No. 1
of Lewis County
Manager '
M Pa 0- BOX 330' .
Chehalis, WA 98532
If to the City: Tacoma Public Utilities
Power Manager
3628 South 35th Street
P. O. Box 11007
Tacoma, WA 98411
13.2 Eithexr Party may change their recipient of notice
at any time by designating a new recipient by letter delivered to
the other Party. ' ' )
Section 14. ncontrollable Force:

14.1 Any obligation of a .Party to perform under thié
Agreement shall be excused when failure to perform such
obligations is due to an Uncontrollable Foré¢e. In the event that
either Party is unablezto perform due to an.Uncontrdllahle Force,
such Party shall exercise due diligence to remove such inability
. with reasonable dispatch. Nothing in this sectioﬁ shail be

construed to require eithex Party to settle any strike ox labor

dispute in which it may be involved.
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) . | )
)14 2 Each Party shall notify the oth?r as soon as

practlcable of any Uncontxollable Force which may impair

performance under this Agreement. Failure to give such notice

within a reasonable perioé shall be deemed a waiver of such
Uncontrollable Force. '
Section 15. ‘Hold Harmless. _

15.1 The District shall indemnify and hold the cCity
harmless from all claims, damages, losses, liability and éxpenses
arising from the negligent or other tortiocus acts or omizsions of
the Dlstrict, its enployees, 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 tortibué acts or omissions of
the City, its employees, agents, or coﬁtractprs arising under
this Agreement.

Section is. Agsiogmment.

16.1 Each Party agrees that it shall ﬁét sell, assign
or transfer its interests, rights, or obligations under this
‘Agreement ﬁithout the written consent of the other Party.

16.2 This Agréement shall inﬁfe to the benefit of and

.8hall be binding upon the respeéctive successors and assions of
- the Parties.
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es _Are Severa

17.1 The obligations and liabilities of the Parties

Section 17. bligations d Tiabi

ﬁnder this Agreemént are severhi, and are not joint. Neither
Party shall be obligated or liable for any obligatidn ox-
1iahili£y of the other Party. Neither Party shall have, 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, orx to otherwise bind the other Party.
Section 18. Taw.:

This Agreement shall he in£erpreted, governed by, and

constiued under the laws of the State of Washington.
Section 19. Regulation. .

19.1 In undertaking the planning, financing,
construction, acguisitioh, operafion ;ﬁd maintenance of this
interconnection, fhe Parties must comply with the requirements of
'allllicenses, permifé 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.

1.2 Should the relicensing of the Cowlitz Project by
the Federal Energy Regulgtory Comnission result in éerms 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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Seétipn 20. Walvers. _
Except as agreed by the Parties, no provision of thié
igreement may be waived exceét as confirmed in writ@ng.. Ahy
walver at any time by a éarty of its right with respect to é
default under this Bgreement or with any other matter arising in
comection herewith, shall not be deemed a waiver with respect to
any subsequent default ox matter: Bithér Party may waive any .
Inotice_or agree to acéepﬁ a éhorter notice than specified -in this °
Agreement. sSuch waiver of notice or aéceptance of shorter notice
ﬁy a Parfy at any time regaxding a motice shali pét be considered '
a waiver with respéct to any subsequent notice recuired undex
this Agreement.
Section 21. Inval visio
The invalidity or uﬁenforceability of any provision of:
this Agfeement shall nét'affect the other proviéions héfeof, and
"this Agreement shall be construed in all fespec&s as if such
. invalid or unenforceable provisions were omitted. .
Séction 22. No Unspécified Third-Party Bepeficiagies.
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,

,ﬁheir respective successors, assigns and legal represehtatives.
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.8ection 23. aAmendment.

No change, amendment or modification of any provision

" of this Agreement shall be valid unless set forth in a writtén'
amendment to this Agreement signed hy both Parties.
| Section 24. eadi o
fhe headings and captions in this Agreement are for-
convenience only and in no way define, limit, or describe the
scope or intent of any provisions or sections oﬁ this Agreement.

Section 25. Agreement of the Parties.

' This Agreement represents the entirety of. the agreement
between Ehe Parties, and.this Agreement superseées any prior
written or oral agreements between the Parties.

Section 26. Euture CQQsider . ansmiss Se .

If rquested by the City, the ‘bDistrict agrees to enter
into negotiations for a mutually acceptable agreement to )
" facilitate the transmission of pover from the City’s planned
Barrier Dam Hydroelectric Project to Bonneville’s tranémission
system in a manner consistent with this Agreement, consistent
with the city’s facilitation of the Project, and may include but
not be limited to the granting of'easements fpr use of rlght-of-“
Ways; sharing of District right-df-ways, and jQint ownexship of
transmission facilities. |

S8ection 27. Inte 'retat on of t

. .The Parties agree that both Parties drafted this
Agreement, and that if any ambiguities arise in the laterx
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interpretation of this Agreement, such ambiguities ghall not be
constrxued against either Party as the sole drefter of the
Agreement. '

Sect_lon 28. Co ion o
For pux:poses of this Agreement, all references to days
contained herein shall mean calendar days;
Section 29. Ezﬂub.ii's_. . o
The _foliowing Exhibits are attached hereto and are
incorﬁbrated into thie Agreement as if fﬁlly set forth herein:
Exhibit A - Annual 'Wi'xeeling Charge Methodolagy
_ Exhibit B - Annual Wheeling Charge Calculation.
Exhib:.t c - Calcilation of Annual Loss Factox.
Section 29. S_:Lg:;_ggw . _
Each Party hereto represents ’chat it has the a.u'l:hority

to execute th:.s Agreement and that it has been duly authorn.zed to

enter into this Agreement.

IN WITNESS WHEREQOF , the Parties hereto have executed this

Agreement in counterparts.

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

o ok D

- Title anager. Pitle Director of Utilities
Date December '6, 1993, Date 12/16/93

27 APMM ) Qlagauv

mm Cliy :Attorney



- ' EXHIBIT A
) hage 1 of 2 :
Effective Date

nnual eling Charge Me olo

Tha methodology fox determ;ning the Annual Wheellng Charge -

shall be as set forth on this Exhibit A, and the Annual Wheeling
Chaxrge Calculation shall be as set forth on Exhibit B.

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

¥or

(1) "Administrative and General Costs" (A&G Costs)
means those costs incurred by the City to administer the

City’s electrical system, and which are allocated to

transmission, as suc¢h ‘cposts are booked in accounts 920
through 983, and 408 of the FERC Uniform System of Accdunts.

(2) vAmmual Pixed 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 Clty's depregiation 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) "General Plant Depreciation Costs" means the
annual straight-~line depreciation expense of total
depreciable plant booked in FERC Accounts 389 through.399
and not otherwise included in production, transmission, and
distribution plant. The rate of depreciation-based on the

average useful life of General Plant. facilities shall ke
furnished by the City.

(5) YGeneral 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 annial interest income
(FERC Account 419). Second, net. interest:expense is



EXNIBIT A -
Page 2 of 2
EBffective Date

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

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

(6) "Operatioﬁs and Maintenance Costs" (O & 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 Transmission Plant means the total amount
of the city’s transmission plant in service expressed in

dollars, as booked in acéounts 350 through 359 of the FERC .
Uniform System of Accounts.

Ix, for Calculatin e A al Wheelin

A. The Annual Wheeling Charge for the first three Dperating
¥Ears of the Texm. and subsequent revisions of the Annual Wheeling
charge, shall be calculated using the average of the accounting
data for the most recent three calendar years pieceding the first

Operating Year for which the Annual Wheeling Charge will take
effect.

B. The Annual Wheeling Charge shall include those amounts
negessary to provzde the City with full recovery of all taxes
incurred by the City during the Operating Year for the provision

of service or receipt of Annual Wheeling Charges under this
Agreément.

‘ Cc. The Annual Wheeling Charge will be calculated as set
foxth on Exhipit B.



- : EXHIBIT B
Page 1 of 2
Effective Date

[ Charge Cal 1o

This Exhibit shows the calcmlation of the Annual Wheeling

Charge for the initial three Operating Years of the Texrm, and is
based on an average of FERC Account balances from the City’s
Light Division for the'most recent three calendar years.

1.

2.
3.

4.

6.
7.

8.

10.

Transfer Facility Investment: $6,150,241
(as recorded in FERC Accounts 350 through 359)
Transfer Facility Demands (kW): 532,000 kW
Mossyrock: * 300,000
Mayfield: 162,000
Cowlitz Falis 70,000
Total 532,000
Transfer Facility Investment Rafio $11.56/kW
Annual Fixed Cost Ratio: 7.88%
Annual Variable Cost Ratio: o
a) ~ Operatiers & 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% -
Annual Cost Ratio (sum of #4 and’ #5) S 17.76%
Transfer Faclllty Wheellng Demand . 70,000 kW
Annual Wheeling Charge (before taxes) - $143,694
(#3 x #6 X #7)
Tax Recovery @ - 10.9545% $15,741
Estimated City Gross Earnings Tax 6.00%
Washington State BsO Tax 3.87%

Annual Wheeling Charge (afﬁar taxes) $159,435'



Acc’t.

"350.14

352.15
. 352.16

353.16

354.124
354.125

356.124

359.125

-~

Investwent in Transfer Facilities

Description

LAND AND IAND RTGHTS: :
Hydro Project Lines, Mayfield-
Mossyrock 230 kv

STRUCTURES & IMPROVEMENTS:
Mayfield
Mossyrock

STATION EQUIPMENT
Mayfield

.Mossyrodk

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

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

. ROADS AND TRAILS:

Mayfield—nossyrock Tie (Double)
Total

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)

Net Irnvestment

Note:

Exhibit B

Page 2 of 2 -
Bffective 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

Invegtment amounts taken frém the City’s Light

Division December 1992 Trial Balance unless.

otherwise noted.



) . ) Exhibit C
) . ) Effective Date

lgulation o nal Toss Factox

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

Interconnection and the points of dellvery at the Bonneville
230 kV Chehalis 11nes.

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

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

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

é) THhe Annual Loss Factor eduais the quotient of (awb)

divided by the expected annual generation of the
Project.

‘the Anmmal 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 comnditions. This Exhibit may be

amendeéd no mere often than once every three years by mutual
agreement of the Parties.



