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Subject: 

Centlemen: 

Optton Agr~ement for WPPSS ~uclear Projects 
No •• 4 and S and Skagit Project 

The Public Pover Council (PPC), WAshington Public Pover Supply 
Syneaa (Supply Syuelll). and Sonnevll Ie have developed the en­
dOled drafn. 

( 

? 
theae agreemcnta "UI enable the Supply Syste~ to obutn interl~ 
finanelliS to continue itl activities related to the Suppl y Systeaa' a 
Nutlear Project. Noa. 4 and S and the Skagit Project pending COlD· 
ph: ton of the .,reement. nlatlng to Phase 2 of the lIydro-Thenual 
'ower Procr .... 

two _,reementa are enclosed for review and comment: (1) Agree· 
.ent for Option to Enter Participant" Agreement •• Reservation of 
Project Copability and Performance of Services (Option A~reelDent). 
(2) Washington Public Paver Supply Syste~ Nuclear projectl NOl. 
4 and S 'and Skatit Project Participant.' Agreement (Partieipanu' 
A,reement). whieh is Exhibit A to the Option A&ree~ent. Thes. 
agreement_ Ire in substantially final form. 

The Option Agreement provldea for the purchase of an option ahare 
01 the cap*bl1lty of the Project. in accordance vith the Particl· 
,anti' Atree~ent. Each Option Participant vill have the right to 
purchaa. a ahare of the capability a. indicated in Exhibit a to 
the Option Agreement al vell as the right to pick up a ratable 
.hare of Project capability vhich i. 'not lold to other Option 
'artlclpantt. 

the Option A8ree~ent va. prepared at the requr.st of the PPC'. 
Executive Committee. On February 21 the Executive Committee { 
unanicou.ly .pproved the te~ of the enclo.ed draft and recOID-
aended that all 110 Northve.t consumer-owned utilltlel be offered 
the ~pportunlty to participate in the Option Agreement. 8onne-
vlll~ and the Supply Sy.tem have .110 approved the agreement and 
con~ur 1n thi. recommendation. 
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Letter to all BPA preference cUltomer., Subj: Option Agre~ment for WPPSS Nuclear Project. No •. 4 and S and Skagit Project 

Tilt' Option Agreement is necf!$!ouy to permit the utilities, the PPC and 80nne" I. 11 " to c:o.rrplr.te. as a package, the oth".r el>sentilll ·sree­ments of the PI;ase 2 power program, vhile permHth,s the SlIpply Sy:lteu; to CCint in'Jt work on the generating prt:Jjec:ts to lIleet the pub­lic t~encies a~d federal lead requirements in the 1982-83 through 
1987- 81i per 10:L 

Un~t1 nov the SU\'lply Sjstem's expenses related to the Prn.it'cts have been met f:o~ the plo~eeds of 3 S~7.5 lIlillion note Issue backl:d by Supply Systeo. 'l\otmbers. The Supply System now esti:n.ttes Lhe~e fund5 vill run ~~: In June. Thus if the Supply System 1s to continue its work related to the Pr~Ject. it must ob~ain addi­tional fillancinrs in June. To acconmodate this datE we ha'"e adopted the follovlng schedule r~lated to the mailing and execu­
tion of the enclosed Optior. Agreement: 

:~. ruary 28 

March 7 

March 11 

March 18 thrn~gh 20 

'Harch 21 

Drafta of Option hsrcement and r4r­
tlcipant.' Agreement mailed to all 
Particfpants for reviev and comment. 

Coplea of Supply Syst.em Devp~op­
ment Bond Resolution mailed to all 
Participants for comment, 

(1) deadline for comments re&ardlng 
Option Ag.:eement; (2) tentat ive 
schedule forwarded by Option Par­
ticipant to BPA Arca or District 
Offic~ resarding aooption of ap­
propriate resolutions or ordinances 
and date of signing the Option 
Agreement by the Option Participant. 

Review by PPC, Bonneville and Supply 
system of Option Participants' com­
ment. and redrafting of Option Agree­
ments al appropriate. 

Signature drafts of Option Atreement 
mailed to each Option participant 
along with appropriate resolution 
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Letter to all BPA preference Customer •• Subj: Option Agreement for 
WPISS Nuclear Project. No •• 4 end 5 and Skasit Project 

Hlrch 24 

April 1 

April 1 through 
!iay lS 

June 2 

Late June 

or ordinllncC! forms alld related doC'u­
!IIentation. 

Deadline for comm~~ts by Option Par­
ticipants on Devel~rment Bond Reso­
lution. 

Development ~ond Resolution in sub­
.tentially final Corm ~il~d fa ~aeh 
Optinn partlcipent. 

AdoptiQn of appropriate resolution 
or ordinance by each Option Fortiei­
pant .nd eXecution and delivery of 
the Option Asreement by t~e Opt~on 
Participant •• 

Supply System executes Option Asree­
~nt and ellis for bids on bonda 
backed by Option A&reement. 

Supply System opens bids and .ward~ 
bonds. 

Deliver bonds backed by Option A~ree­
lIIent and r~c~ive bond proceerls. 

Plea.e noti!\, vour nPA Arca or District Orfice if the above 
Ichedule will not allow \'our board or cor.mission to caire ac­
tion hy "'ay 20 so that special arrancements can be made. 

For your convenience w~ hIve attached to this letter a summary of 
the arrangementa related to the Option Agreement. 

We urGe your prompt legal and monagement review of the agreementa 
La order to anlver and accommodate question, and suggestions prior 
to pre~.rfns the aignature copies of the Option Asree~ent. Delay. 
in execution of this .sreement could Jeopardi~e the already tight 
Supply System Proj~ct schedule •. 
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Litter to all BPA preference CIlstomeu. Subj: Option Agreement for 
wprss Nuclear Project. No •• 4 and) and Skagit Project 

rlea.e direct your question, and comment' . :Irding the 'sree~ent. 
or the atalul of Phau 2 of tht. Hydro-Thermal Power rrooram to your 
IPA Arta or lIistriet OfUce. Tt.cy will be coordinating the execu­
tion of then egreel'll::mt, and the related documc:ntatlol' with you 
In a .lailar m.nner to that lolled for the execution ~f th~ Net 
Illllng Agre~ment •• 

Enclo:aur.::. 
Optlo~ Agreement 
rartltlpant.' Agreement 
Sumaary . 

Sincerely yours, 

/?~. 
;t'Y fr/'''~ 

ACTING Administrator 

o 
;:) 

o 

(; J "8fl 1,1 : 
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SU~HAR1. r. ".1 I 

Tha purFose ~f this summary 18 to heir you better understand the 
.rrln&~ment8 r~l.ted to the Option Agreement and what it means 
to e.ch consur.er-ovned utility. 

Supply Syste~ Nucleal Project No.4 1s ~ tw1n to Project No. I being 
constructed on the H~nrurd Reservation ~nd Nuclear rroject No, 5 Is 
, twin to No. 3 being c~nstructed 1n Grays Harbor County ne~r ~atsop. 
W.shlni ton • ~be Ska&it Pr~ject, con51~t1ng of two unlt~. v1l1 be 
constr~cted by the Puget Sound P~wer & Light Company 1n ~orthve~tern 
Wuhtngton. The ... Projects are all scheduled to beg!!) contln'Jou:' 
oper.tion during thp 1982-83 throug~ the 1987-88 per10d to m~e~ rCGlon~l 
load requirements. 

We estimate th.,t the publ1c agenc~ and federal systclII l::lacJ requlr' ments 
d"rlng this per tod will :'cqu1re abc-ut 2600 mesalolatts of addi tlonal 
gener.t~ng carability to meet projected fIrm loads. O~e schc~e th~t 

of(er. the 2bOO megawatts and the arrangements rrevlou~:y oiscussed 
by the PPC Executive Commlo:tee was for the Supply S:{stem to own 100 
I reent of the No.4 unit. 70 percent of the No. S unit and 15 percent 
of the Skaglt Project. Several other combinations oi that arrangement 
have been under discussion. However, the Option Acreement precludes 
Supply SYlt~m ownership of more than the equivalent of 15 percent In two 
unit. of Skagit Project and more than 2600 megawatts total. 

The member. or the Supply System have been providing the backing for 
the lnltl.1 investigation cOSts for these regional projects. Th1s 
~.,ckln" is 1n the term of undervr1ting $17.5 million 1:'1 short-rem 
note •• lreadr issued by the Supply System. By June. additional 
financing will be required to meet the planned construction schedule. 
Since Phase 2 contracts have not been completed. the ?PC requested 
that In agreement be prc:pared which would enable the Supply System 
to keep the Projects on the schedule required by the consumer-o~ned 
utilities and provide secur1ty for up to $100 million in interim 
fin.ncing by Sup~ly System. The $100 million will cover the Supply 
System'. c3sh Claw requirements and potential contract penalty pay­
ment. through Harch 1976. The actual amount of bonds outstanding at 
any tJ~e from June through .~rch 1976, secured by the Option Agree~cnt. 
would be predicated upon cash flow requirements of the Supply System 
and the completion dale of the Phase 2 agreements. The $11.5 million 
in notes would be r .. t1rcd from proceeds available from financ1ns 
.tcured by the Option Agreement. 

Unc!·· the Option Agreement, each P.Hticipant receives the right to 
part1clpat~ 1n the Prejects 1n proportion to its ~~~_~oad. 
growth during the period 1982-83 through 1987-88. This l03d growth 
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11 reflect.d In the tabulation "f Opt ion ParUelp.nt,' Illites listed in 
Exhibit I of ~he Option Agreement snd i. b •• ed on the load confirmation 
lat. fur~.he. by your utility to BPI.. 

The lmount of participation In the final Participants' Agreement can L~ 
lell than the amuUnl .igned for in the Optior. A&reement a. the utility's 
option. lIovevef, the ablUty to increase participation vould depend on 
another utility's reducing its share. 

F(\r the I'ight e:f participation in the OptiOll Agreement, the Participant 
vtll be contingently Hable for the interim financins l.n t~e event pl'!r­
manent finanCing II not avail.ble. 

It 11 llIIpDrunt that utilities under the "25,0(10 avu8se ki1('watt load" 
participate In the Option Agreement to help 1nsur~ that sufficient en­
ersy viiI be available in the Phase 2 ~er.od to serve the rhase ! com· 
.itmentl of BPA. The load growth of the under "25.000 avo use kilowatt 
10aeS utllitlea" vill be provicit.:d through BfA's ability to exch4ln;;e itl 
lervlce. of vheeling, load IIIOlding. reserves, etc .• (Clr rhase 'J. energy 
froll tht: O! PrDject.. If Phase 2 energy is unavailable Crom these Pro­
Ject. then IPA may not have the sufficient energy to b~et its ftrm 
IOld obUgationa. rartic:1pation by these utilities "under the 25,000 
.verase kUowatt load utiliths" is consistent vith the Phase ~ Hydro­
Thermal Pover Progr&ll principles developed in December 1973. Partici-
paUon In the rartic:1pantl' Agreement is not lIIandator)' .(or any utllity ~ 
that ha. executed the Option Agreement. -~ t./~,.,# 

~ , ~. I~~' 
The OFtion Ag::eement and the Participants' "CT'eement. <Vhi~'!.-~.~.u.ac.bH-""'" r·· .. 
thereto •• Ezhlblt A, .re in substantially final form. lIowevc:r, the 
Supply ~y.tem. the PPC and Bonneville expect to review the provision. 
of the ,ecUonl entitled "Fuel" and "Partici.pant's Committee" once the 
Supply Syatea'a ownership interesta in the WPPSS No. 5 and Skag it

5
pro-

Jecta h relolved. A sectiolLSilJlUU-1o ~e,-U"CLl8.J>r tbe ~rtic - ? 
p.nta: Agree'llent v'U be· ·;dd·e~o the op.tion Agreement. • 

S~pp1y S1stea'a bond counsel is currently redrafting a proposed Develop-
Ulent Bund Re.uluUon to back up the $100 million bond issue sec\;red by 
the Optlc:1 Agrt:f:mellu. As soon as it is .vai table SIIpply System loll.) 1 
~il ~opiea to e.ch Option Participant for review and comment. This 
R~~olutlon par.llel. the Note Resolutions for preliminary financlns 
la.ued under the Net Billing Agreements for the WPPSS Nuclear Project. 
No,. 1. 2 .nd 3. Supply Syste~'. bond counsel i •• lso working on a 
dr.ft of Bond Resolution for a permanent fin.ncing oC the Pro;cct. 
under the ·P.rtic:irllnta' Agreement This Resolut Ion vill be offered 
to e.ch Option P.rticip.nt for ti~elY comment before the Participants' 
Agreement ia mailed to the Option Particip.nts for ~i&nature. 
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TABL~ OF OPTION PARTICIrANT5 AND OPTION rAr.TIClrAN'fS' 511AnES 

ParUelDlnt 

Alder Mutuill Light Company 
City oi BllIldon, Oregon 
PubUc Utlllt)' Di~trir.t No. 1 or Denton County, WnshinJton 
eBenton Rural Electric Association 
enlg Ben~ Elt!ctrlc: Coopcrstlvl!. In". 

eBlaehly·La:\C~ County CoopcroUv c Electric Association 
The City of Blaine, Washington 
The City nr Donn~rs Ferry. Idaho 
City ot Burley. Idaho 
The City of Cau"Y. Oregon 

City or 'Cuc:ad(. Locks. Oregon 
·Central Elect. ,. Cooperative. Inc. 
The City or Centralia, Wuhington 
The Central IJneoln Peoples' UtiUty District 
PubUc UUltty District No. 1 01 Chelan County, WaShington 

The CSty or Cheney. Washington 
Public: Utility District No. 1 of Clallam County. Washington 
Public: Utility Distric! No. 1 ..,r Clark County. Washington 
Clatskanie Peoples' UtUlty District 
Clearwat4!r Power Company 

·Columbla Basin Electric Cooperntlve. Inc. 
·Cclumbla Power Cooperative Association. Inc. 
-Coluinbll Rural Electric Association, Inc. 
·Consumera power. Inc. 
-Cooa-Curry Electric Cooperative. Inc. 

City or Coulee Dam. WaShington 
Public: UtlUty District No. 1 of Ccwlitz County. Washington 

---LsLbUc UtUUy Dfstriet No. 1 or Douglas County. Washington 
-Dourlaa Electric CoopcrotSve. Inc. 
The CJty of Drain, Oregun 

,: -,- ExHIBiT -'B "') 

Participant's !;hlU"t! 

0.00010 
0.00070 
0.05450 
0.00730 
0.OO~60 

0.00490 
0.00070 
0.00210 
0.01)210 
0.00560 

0.00010 
0.01050 
0.00100 
0.02870 
0.00800 

0.00140 
0.01470 
0.10550 
0.00840 
0.00350 

0.00420 
0.00140 
0.00700 
0.01410 
0.00630 

0.00070 
0.09780 
O.OWL-
0.00560 
0.000'10 

CI 
o 
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F.ut r~nd Mutual I·: le,:1 rie Co., Ltd, 
'rhe City of lmen,;burK, Washingt"n 
Inmhurs! Mutual Power , Light Company 
fin River nural Electric Cooperative. Inc. 
Fa,'men Electric Co.. Ltd. 

-Public utUHy District No. 1 of Ferry County. Washington 
eFlltheDd Elr.efric Cooperative, Inc. 
The City of Forest Grove. Oregon 
Public VtUlty District No. 1 of Fl'anklin County. WaShington 
GJader Electric Cooperative, Inc. 

Public Utility Di~trict No. 1 Dr Crays Jlert-cr County. Woshinglon 
-UBJ'r.ey Ekelrie Cooperative. inc. 
City or Heyburn, Idaho 
Hood River Electric Cooperath,.e of Hood RivN County. Oregon 
·Idaho Co' ~ty LSfht • POW€l' Cooperative Association, Inc. 

City of Idaho Falls. Idaho 
·'nland Power • Light Company 
epublic Utility District No. 1 of J\ittitos County. Washington 
-Public Utntty District No. 1 or Klickitat County. Washington 
-Kootenai Electric Coopenti',e '. inc. 

eLane County Electric Coot>erotive. ~nc. 
Public Utility District No. 1 or Lewis County. Washinglrn 
-LIncoln tlectric Cooperative. Inc. (Montana) 
eLlncoln Electric Coopt'rative. Inc. (W3shlngton) 
-Lost RiveI' Electric Cooperative. Inc. 

-LoWeI' Valley Power , Light. Inc. 
·Public Utility District flo. 1 of !\io"on county. Washington 
PubUc Utlltty DI~trlct No. 3 of Mason County. Washington 
Town of McCle:lry. Washington 
City of MCMinnville. Oregon 

"lUcSatAtc Electric: Cooperative. Inc. 
City nf Mllto~-Freew8ter. Oregon 
-Missoula Electric Cooperotive. Inc:. 
City of Monmouth. Oregon 
-Nespelem Valley Electric Coop<:rative. Inc. 

0.001170 
0.00670 
0.00630 
0.00700 
0.00070 

(\.00070 
0.O()420 
0.00770 
0.00840 
0.01260 

0.04:"20 
0.00280 
0.00280 
0.OU420 
0.CiOO70 

0.00980 
0.02450 
0.00280 
0.00490 
0.0071.\0 

0.00840 
0.02170 
0.00070 
0.00280 
0.00210 

0.00S10 
0.00170 
0.01050 
0.00140 
0.010S0 

0.00770 
0.00280 
O.OOGlO 
0.00210 
0.00070 
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-Northern Llrht •• Inc. 
Northern WIiCO County rcople's Ulility District 
Ohop Mutual LI.:ht Comptlny 
·Okanogon County Electric Coopcra:ive. Inc. 
PubUc Vultty District No. 1 oC Okanog:m County. Washington 

eOnll Power and LigM Company 
rublic Dtillty District No. 2 ot Pa:itic County. Washington 
Parkland LIcht • \ValeI' Company 
Public Vlility l)Istrict No. 1 of Pend Oreillc County. W8st.ingtclTl 
City of Port Angeles. Washington 

erralrSC! rower Cooperative. Inc. 
eRaft River aural Electric Cooperative. Inc. 
ealvaJU County Electric Cooperative. Inc. 
City or Richland. Washington 
City or Ru~ °rt. Idaho 

Rural Eloetric Company 
SaJ(.'ID Ele:trle 
-Salmon River Electric Cooperative. Inc. 
City of Seattle. Wcshfngton 
PubUe VtiUty District No. 1 of Skamania County. Washington 

Publ~c Utility District No. 1 or Snohomish County. Washingt,," 
Soult. Side £Joctric Unes. Inc. 
The City of Springfield, Oregon 
Town or Steiloeoorn. Washington 
The Town or Sumas. Washington 

·Sur~ri.e Valley Electrification Corporation 
CIty of Tacoma. \'Iashlngton 
'1' &.nne!' Electric 
-TUlamook Peoples' Utility District 
~m.tUl. tJeclrlc Cooperative Association 

Unity Light and Power Company 
Vcro Irrigation District No. 15 
-VIgilante F.lcctrlc Cooperative. Inc. 
Public Umity District No. 1 or Wnhldakum County. Washington 
eWasco Electric Cooperative. Inc. 

B-3 

~J 
• • 

0.00560 
0.00350 
0.0!)140 
0.00070 
0.01470 

0.00700 
0.00910 
0.00210 
0.00420 
0.00490 

0.001~0 

0.004:0 
0.00~50 

0.02100 
0.00350 

0.00140 
0.00490 
".00140 
0.11880 
0.00280 

0.13980 
0.00070 
0.01890 
0.00150 
0.00020 

0.00350 
0.11460 
0.00100 
0.00840 
0.01890 

0.00210 
0.00280 
0.00420 
0.00140 
0.00210 
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-W"II .. ItllruJ IU~trle Comrnn, 
·Wett 01'010" Ilectrir COOp.,IUVf. Inc. 
rubUe Utility DlltrSct No. 1 or Whltcom County. Washfnr:ton 

0.00010 
0.00210 
0.00030 

~~'M'" 
,.l."r r 

·Approval or Alr •• ment by Rural Electrification Administretion required. 

•• 
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