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OWNERSHIP AND OPERATION AGREEMENT

COLSTRIP UNITS #3 & #4

THIS AGREEMENT is made as of the 6th day of May, 1981, by and
between the following parties: THE MONTANA POWER COMPANY, a
Montana corporation, and FIRST TRUST COMPANY OF MONTANA, a Montana
corporation, as trustee under The Montana Power Company Construc-
tion Trust (collectively "Montana"); PUGET SOUND POWER & LIGHT
COMPANY, a Washington corporation, and PUGET COLSTRIP CONSTRUCTION
COMPANY, a Washington corporation (collectively, "Puget"); THE
WASHINGTON WATER POWER COMPANY, a Washington corporation ("Water
Power'); PORTLAND GENERAL ELECTRIC COMPANY, an Oregon corporation
("Portland"); PACIFIC POWER & LIGHT COMPANY, a Maine corporation
("Pacific"); and BASIN ELECTRIC POWER CCOPERATIVE, a North Dakota
cooperative corporation ("Basin Electric'"):

WITNESSETH:

WHEREAS, the parties desire to establish the terms and con-
ditions relating to their ownership, as tenants in common, and the
planning, financing, acquisition, construction, operation and
maintenance of the Colstrip Units #3 and #4 Steam Electric Gener-
ating Project and related facilities; and

WHEREAS, The Montana Power Company has conveyed an 11.16%
interest in the Project to First Trust Company of Montana, as
Trustee under a grantor trust, and Puget has conveyed a 23.25%
interest in the Project to its wholly-owned subsidiary, Puget
Colstrip Construction Company. -

NOW, THEREFORE, for and in consideration of the mutual
covenants and agreements herein stated and the performance there-
of, all as hereinafter set forth, the parties hereto mutually
agree as follows:

Al befinitions

(a) '"Capital Additions" means additions, betterments and
replacements to the Project that are necessary to assure design
capability and reliability or that are required by governmental
agencies.

(b) "Capital Retirements" means those physical elements of
the Project removed from service or use with the intent that the
items so removed will not be placed back into service.

(c) "Coal sSupplier" shall mean WESTERN ENERGY COMPANY, a
Montana corporation, or its successor under the Coal Agreement.

Exh. RJR-3
Page 3 of 88



(d) "Committee" means the committee provided for in Section
17 hercof.

(e) '"Common Facilities" means that portion of the property
described in the Common Facilities Agreement which is allocated to
the Project.

(f) "Y“Construction'" means all activities necessary for plan-
ning, engineering, acquisition and erection of the Project and of
Capital Additions and Elective Capital Additions.

(g) "Costs of Construction" shall have the meaning set forth
in Section 6 hereof.

(h) "Costs of Operation" shall have the meaning set forth in
Section 9 hereof.

(i) "Elective Capital Additions" means additions, better-
ments, and replacements to the Project that are not Capital
Additions.

(j) "Net Generating Capability" means the total amount of
electrical energy which the Project is capable of generating, due
allowance being made for legal, regulatory or physical constraints
then obtaining, less the amount used in the production thereof,

all as determined at any time by the Operator under guidelines
developed by the Committee.

(k) '"Operator" means the Operator appointed under Section 3
hereof. . :

(1) "Owners" means Montana, Puget, Water Power, Portland,
Pacific, and Basin Electric and shall include their successors
and assigns of an ownership interest in the Project or any part
thereof.

(m) YPerson" means any individual, partnership, corporation,
trust, joint venture, or unincorporated organization.

(n) "“Project" means the coal-fired steam electric generating
project known as Colstrip Units #3 and #4 Steam Electric Generat-
ing Project, consisting of two units, each of 700 megawatt nominal
rating, the Common Facilities and related facilities, real prop-
erty and property rights (including, but not limited to, the real
property described in Exhibit "AY" hereto) located near Colstrip,
Montana. The Project shall not include the Transmission System
defined in Section 2(p) of the Transmission Agreement.

(o) "Project Agreements" means this Agreement together with
the following agreements to be entered into relating to Colstrip
Units #3 and it4:

(i) Coal Agreement, Colstrip Units #3 and #4 Steam
Electric Generating Project, between Owners and

-2
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Western Energy Company, herein called the "Coal
Agreement";

(ii) Colstrip Project Transmission Agreement (the "Trans-
mission Agreement!);

- (iii) Common Facilities Agreement.

(p) "Project share" shall have the meaning set forth in
Section 2(b) hereocf.

(g) "Project User" means any Owner (except to the extent
that such Owner is leasing as lessor its undivided interest in the
Project, or any part thereof, to another Person) and any Person
engaged in the electric utility business during the time, and to
the extent, it is leasing, as lessee, an undivided interest in the
Project or any part thereof.

(r) "Prudent Utility Practice" at any particular time means
either any of the practices, methods and acts engaged in or ap-
proved by a significant portion of the electrical utility industry
prior thereto cr any of the practices, methods or acts, which, in
the exercise of reasonable judgment in the light of the facts
known at the time the decision was made, could have been expected
to accomplish the desired result at the lowest reasonable cost
consistent with reliability, safety and expedition. Prudent
Utility Practice shall apply not only to functional parts cf the
Project, but also to appropriate structures, landscaping, paint-
ing, signs, lighting, other facilities and public relations
programs, including recreational facilities, and any other pro-
grams or facilities, reasonably designed to promote public en-
joyment, understanding - and acceptance of the Project. Prudent
Utility Practice is not intended to be limited to the optimum
practice, method or act, to the exclusion of all others, but
rather to be a spectrum of possible practices, methods or acts.
Prudent Utility Practice shall also include those practices,
methods and acts that are required by applicable laws and final
orders or regulations of regulatory agencies having jurisdiction.

P Ownership of Project

Subject to the terms and conditions hereinafter set forth,
ownership of the Project and each part thereof shall be as fol-.
lows:

(a) The Project and each part thereof shall be owned by the
Owners as tenants in common, with each Owner's respective undi-
vided interest initially being in the following percentage:

Montana 2759 % Water Power 13.95%
Puget 23 .28% Pacific 9.3 %
Portland 18.6 % Basin Electric 7.0 %
=3
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(b) Each Project User shall have a project share ("Project
Share") equal to the sum of the percentages of undivided interest
in the Project: '

(i) owned by (and not leased to another Person) such
Project User; and '

(ii) leased by an Owner to such Project User.

If a Project Share is reduced or added to pursuant to this Agree-
ment, the Owner's percentage undivided interest corresponding to
such Project Share shall also be reduced or added to, as the case
may be, to the same extent. '

(c) Each Project User shall be entitled to schedule and take
an amount of generation up to but not to exceed its Project Share
of the Net Generating Capability; provided that an Owner which
becomes a Project User shall not be entitled to schedule and take
generation with respect to its ownership interest in the Project
until it has assumed in writing all the duties and obligations of

a Project User with respect to such interest under the Project
Agreements.

(d) All of the respective covenants and agreements of each
Owner and each Project User set forth and contained in the Project
Agreements are incorporated herein by reference and shall bind and
shall be and become the respective obligations of each Owner and
each Project User, and their respective successors and assigns.

(e) Each Owner and each Project User shall promptly take all
action (including, but not limited to, obtaining all reguisite
authorizations) necessary for participation by such Owner or
Project User in the ownership, construction, operation and main-
tenance of the Project. Each Owner and Project User shall prompt-
ly take such action (including, but not limited to, the execution,
acknowledgment, delivery and recordation of instruments of con-
veyance and for release of security interests) as may reasonably
be requested by any other Owner or Project User to effect, evi-
dence or vest each Owner's or Project User's respective interests
in the Project.

(f) Each Project User may at any time assign one or more
representatives to the Project. Such representatives shall remain
the employees of their respective employers and may keep their:
employers advised concerning matters involving the Project. The
salary and related costs of the representatives shall be an
expense of each respective employer. Operator shall not direct
the work of or in any fashion utilize such representatives to
supervise or to perform services. Operator shall have no author-
ity to discharge such representatives but may for good cause
require the Project User to transfer its representatives from the
Project.
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(g) Each of the Owners and Project Users shall have the
right at all reasonable times to inspect the Project and all
Project records. The Operator shall provide access and safe and
sufficient equipment and facilities required for such inspection.

3. Operator

(a) The Owners and Project Users hereby appoint The Montana
Power Company, and The Montana Power Company hereby accepts ap-
pointment, as the Operator of the Project ("Operator"). The
Operator may be substituted or replaced by the Committee in ac-
cordance with Section 17(k), provided, that no substitution or
replacement of an Operator shall become effective earlier than two
(2) years from the date of such approval unless:

(i) the existing Operator consents thereto; or

(ii) an arbitrator shall find that the Operator is in
material breach of its obligations as Operator.

The Operator removed shall be entitled to recover from the Project
an equitable amount to cover the cost impacts of such removal.

(b) The Operator, as agent for and on behalf of the Owners
and the Project Users, shall construct, operate and maintain the
Project, hire all Project personnel, and pay all Costs of Con=
struction and Costs of Operation, all in accordance with Prudent
Utility Practice, the Project Agreements, guidelines established
from time to time by the Committee, and any applicable laws,
requlations, orders, permits and licenses, now or hereafter in
effect, of any governmental authority having authority.

(c) The Operator shall not assign, transfer or delegate,
voluntarily or by operation of law, its responsibilities to any
Person without the written approval of Committee members repre-
senting at least 50% of the total Project Shares (excluding the
Project Share of the Operator). The Operator may resign as
Operator upon the giving of two (2) years' notice to the Project
Users. The Committee shall thereupcn appoint a new Operator in
accordance with Section 17(k).

(d) In every instance where Operator is required by any of
the Project Agreements to act as agent for and on behalf of the
Owners and/or Project Users, or any of the Owners and/or Project
Users, Operator is hereby granted and shall have the power to
exercise authority to do everything necessary, proper and usual,
in the ordinary course of business, for effecting the purpose of
its agency, including, but not limited to, the power to enter into
contracts with third parties for and on behalf of the Owners
and/or Project Users, the power to make and receive payments, the
power to initiate, compromise or settle claims with third parties,
the power to act as agent in its own name, and the power to ap-
point subagents. The Operator shall exercise such agency pover in

.

Exh. RJR-3
Page 7 of 88



accordance with any guidelineé established by the Committee. The
grant of such agency powers to Operator shall remain in effect
until the Project ends as described in Section 31.

(e) The Operator shall maintain a force of able and effi-
cient manpower and, as employer of the work force, Operator shall
hire and fire personnel as necessary. The work force will be
employed in the classifications necessary to construct, operate
and maintain the Project. The Operator shall negotiate any con-
tracts entered into with unions and set wage scales for nonunion
personnel.

(f) The Operator shall maintain a training program as neces-
sary to assure the availability of qualified personnel for the
Construction, operation and maintenance of the Project. 1If such
training program utilizes facilities of Operator other than
Project facilities, the costs of such use of facilities shall be
allocated on an equitable basis to Project costs hereunder.
Operator shall make such training program and reasonable use of
Project facilities available to employees of the other Project
Users for the purpose of training and the costs of such training

shall be apportioned eguitably between the Project and such other
Project Users.

(g) The Operator shall pay promptly all sums due employees
or due any governmental or other agency on their behalf or on
account of their employment and shall not permit any labor claims
to become a lien against the property of the Owners or Project
Users, other than claims that are being contested in good faith.

(h) The Operator shall develop and maintain a safety program
for protection of personnel and equipment. The Operator shall
practice good housekeeping. Subject to the rights of the other
Owners and Project Users to inspect the Project, the Operator
shall control access to the Project.

(i) The Operator shall develop and maintain a preventive
maintenance program in accordance with guidelines established by
the Committee.

4, Design, Engineering and Construction Management

The Project Users shall retain a firm or firms, including a
Progect. Archltect—Englneer, recognized for knowledge, skill and
experience in the design and construction of electrical generating
facilities and related facilities, until the Committee determines
that the services of any such firm or firms are no longer required
or desirable.

5. Construction

(a) Operator shall take whatever action 1s necessary or
appropriate to 'seek and obtain all licenses, permits and other

=
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rights and regulatory approvals necessary for the Construction,
operation and maintenance of the Project, on behalf of itself and
the other Owners and Project Users. However, the Owners and
Project Users acknowledge that there is no assurance that such
permits, licenses and approvals will be obtained.

(b) Operator shall prosecute Construction in accordance with
appropriate plans and specifications for the Project so as to
complete Construction by a date to be established by the Committee.
The Owners and Project Users acknowledge that there is no assur-
ance that such Construction will be completed as scheduled.

(c) All agreements, purchase contracts and orders heretofore
entered into by Montana in its own name relating to Construction
are hereby dedicated to the Project and ratified by the Owners and
Project Users. Operator, with reasonable expedition for itself
and as agent for the other Owners and Project Users, shall enter
into additional contracts for such purpose as well as for opera-
tion and maintenance of the Project. The award of any contracts
in connection with Construction, operation and maintenance of the
Project shall be made by Operator in a manner designed to result

in the least overall cost consistent with standards of high
gquality.

(d) The Operator shall dispose of surplus Project property
in accordance with the directions of the Committee. Proceeds frcn
such disposal shall be distributed or allocated to the Owners in
accordance with their respective percentage undivided ownership
interests in such property.

(e} The Project Users authorize and direct Operator to
schedule deliveries in proportion to their Project Shares of
appropriate quantities of coal to permit ihnitial testing of Units
#3 and #4 as each said unit becomes ready therefor. Operator
shall appropriately record coal used for such purposes and furnish
copies of such records to the other Project Users. Operator will

schedule generation from testing to the Project Users according to
their respective Project Shares.

6 Costs of Construction

"costs of Construction" are all costs allocable to Construc-
tion (excluding costs of coal and allowance for funds used during
construction), after giving appropriate consideration to credits
relating to such costs, including proceeds from dispositions of
surplus property and interest received on sums of money deposited
in the Construction Trust Account referred to in Section 8(a)
hereof. Without 1limiting the generality of the foreg01ng, such
costs shall include:

(a) All costs of preliminary site investigation and devel~
opment, land acquisition, architectural and engineering services,
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labor, materials, equipment, supplies, personnel training, test-
ing, permits and licenses, legal services, Capital Additions and
Elective Capital Additions; :

(b) Payroll,. including related fringe benefits and payroll
taxes, of direct full time Project employees;

(c) Payroll of Operator's employees, other +than those
charged to its administrative and general expenses, and other than
direct full time Project employees, on an actual time basis
including related fringe benefits and payroll taxes; -

(d) Reasonable traveling expense including use of Operator's
transportation equipment;

(e) All costs of insurance obtained pursuant hereto ap-
plicable to Construction;

(f) All costs relating to injury or damage (whether incurred
by an Owner, Project User or any other person or entity) arising
out of Construction (other than any claims released pursuant to
Section 20) less proceeds of insurance maintained pursuant hereto
or of insurance under any contract for Construction;

(g) All federal, state and local taxes and payments in lieu
of taxes legally required to be paid in connection with Construc-
tion, except any tax or payment in lieu of taxes assessed or
charged directly against any individual Owner or Project User
unless such tax or payment was assessed or charged to the in-
dividual Owner or Project User on behalf of the Project;

(h) Administrative and general costs of Operator applicable
to Construction determined in accordance with Exhibit "B" hereto;
and :

(i) All costs of acquiring Common Facilities.

7. Construction Budget

As soon as practical after the execution of this Agreement,
Operator shall submit to the Project Users a budget setting forth
an estimate of amounts expected to be expended for Costs of Con=-
struction and an estimate of Capital Retirements and related costs
in each guarter hereafter to the completion of Construction,
together with an estimated cash flow schedule for each of said
quarters. By September 1 of each year, Operator shall submit to
the Committee for approval an updated budget and cash flow sched-
ule, supported by detail adequate for the purpose of comprehensive
review, describing the items of Costs of Construction and Capital
Retirements and the amounts expected to be expended therefor in
each month during the next 12 months commencing the following
January and in each quarter thereafter. Construction budget and
cash flow schedules shall be changed by Operator from time to time

SHG
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as necessary to reflect substantial changes in construction sche-
dules, plans, specifications or costs and, when so changed, shall
be submitted to the Committee for approval.

8 Construction Payments

(a) Operator shall establish a separate trust account ('"Con-
struction Trust Account") in a bank located in the State of
Montana and having gualifications meeting all requirements imposed
upon depositories for any of the Owners or Project Usérs. Sums of
money for Costs of Construction shall be deposited therein and
Operator shall withdraw and apply funds therefrom only as neces-
sary to pay Costs of Construction.

(b) Upon execution of this Agreement, each Project User
shall deposit (or cause deposit of) into the Construction Trust
Account its Project Share of a working fund of $50,000. Operator
shall periodically notify each Project User a reasonable period of
time in advance, as determined from time to time by the Committee,
or in the event of an emergency as soon as practicable, of expendi=-
tures for Costs of Construction. Whether or not such expenditures
are provided for in the budget, each Project User shall deposit
(or cause deposit of) its Project Share of such expenditures in
the Construction Trust Account in funds immediately available on
the dates specified in the notification.

(c) At the time of execution of this Agreement or promptly
thereafter, each Project User shall have paid (or caused payment
of) its Project sShare of the accumulated Costs of Construction
paid prior to the date of such execution, plus the cost of in-
terest thereon.

(d) The Construction Trust Account may from time to time be
closed or later reopened upon unanimous action of the Committee.

(e) Any cost or expense required to be incurred solely as a

result of a Project User's lease or financing of its Project Share
shall be bcrne by such Project User.

9. Costs of Operation

Costs of Operation means all expenses incurred in or relating
to the operation and maintenance of the Project, except coal fuel,
including but not limited to:

(a) Payroll, including related fringe benefits and payroll
taxes, of direct full time Project employees;

(b) Payroll of Operator's employees, other than those
charged to its administrative and general expenses, and other than
direct full time Project employees, on an actual time basis
including related fringe benefits and payroll taxes;

“Gw
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(c) Materials and supplies including related purchasing and
handling costs;

(d) Reasonable traveling expense including use of Operator's
transportation equipment;

(e) Start-up and flame stabilization fuel costs;

(f) Purchased power cosgts;

(g) All costs of insurance obtained pursuaﬂf hereto ap-
plicable to operation or maintenance;

(h) All costs relating to injury or damage (whether incurred
by an Owner, Project User, or any other person or entity) arising
out of operation or maintenance of the Project (other than any
claims released pursuant to Section 20) less proceeds of insurance
maintained pursuant hereto or of insurance under any contract
relating to operation or maintenance of the Project;

(i) All federal, state and local taxes and payments in lieu
of taxes legally required to be paid in connection with ownership,
operation, or maintenance of the Project, except any tax or pay-
ment in lieu of taxes assessed or charged directly against any
individual Owner or Project User unless such tax or payment was
assessed or charged to the individual Owner or Project User on
behalf of the Project; and

(i) Administrative and general costs of Operator applicable
to Project operation and maintenance as determined in accordance
with Exhibit "B" hereto.

However, any cost or expense required to be incurred solely
as a result of a Project User's lease or financing of its Project
Share shall be borne by such Project User.

10. Operating Budget

(a) On or before September 1 of each year, the Operator
shall submit to the Committee a budget of its estimate of Costs of
Operation by calendar months for the operating year beginning
January 1 next following. Such budget shall be subject to ap-
proval by the Committee which approval shall not unreasonably be
withheld. The Committee shall approve such budget or a revised
budget on or before November 1 in any such year. The budget will
list the work force and expense therefor, materials, supplies, and
other expenses associated with the normal maintenance program.
Extraordinary items of maintenance will be detailed to set forth
the cost of labor required beyond that available from the regular
force and other expense which will be incurred. The Operator will
submit budget revisions as may become necessary from time to time
during any operating year which the Committee 'shall promptly
consider and which shall similarly be subject to approval by the
Committee. The budget will guide expenditures for operating and

—10—-

Exh. RJR-3
Page 12 of 88



maintenance purposes through the ensuing year, except as may be
required in an emergency.

(b) In the event of emergency, forced outages, reductions in
Net Generating Capability, or instances of unforeseen maintenance
restricting production below that reguired by the Project Users
when repairs could be effected more rapidly by expenditure of
overtime and other expediting costs, the Project Users will be
individually notified. Unless authorized by the Committee as
Costs of Construction or Costs of Operation, Project Users desir-
ing accelerated repairs will share pro rata, according to their
respective Project Shares, the expediting costs expended to return
the Project to the required operating level at an earlier date.

(c) The Owners and Project Users recognize that it will be
necessary for continued operation of the Project, or to maintain
the Project in operable condition, that the Operator be in a
position to meet commitments for payroll, repairs and replace-
ments, materials and supplies, services and other expenses of a
continuing nature in order that it mav fulfill its obligations to
the Owners and Project Users as Operator under this Agrecement.
Accordingly, notwithstanding any of the provisions of this Section
10, the Cperator, on behalf of the Owners and Project Users, may
make all expenditures in the normal course of business or in an
emergency, all as the same are necessary for the proper and safe
operation and maintenance of the Project. As soon as practicable
after the making of any such expenditures, the Operator shall make
a full report thereof to the Committee. The Operator shall take
any action reguired by a final and binding order of any public
authority having jurisdiction or in any emergency for the safety
of the Project.

11. Operation and Maintenance Payments

(a) At such time as the Committee shall determine, Operator
shall establish a separate trust account ("Operation Trust Ac-
count") in a bank located in the State of Montana and having
qualifications meeting all requirements imposed upon depositories
for any of the Owners and Project Users. Sums of money for Costs
of Operation shall be deposited therein and the Operator chall
withdraw and apply funds therefrom only as necessary to pay Costs
of Operation. ;

(b) Upon establishment of the Operation Trust Account, each
Project User shall deposit (or cause deposit of) into the Opera-
tion Trust Account its Project share of a working fund in an
amount established by the Committee as sufficient for the con-
tinuing operation of the Project. The Operator shall periodically
notify each Project User a reasonable period of time in advance,
as determined from time to time by the Committee, or in the event
of an emergency as soon as practicable, of expenditures for Costs
of Operation. Whether or not such expenditures are provided for
in the budget, each Project User shall deposit (or cause deposit

-11-~
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of) its Project Share of such expenditures in the Operation Trust
Account in funds immediately available on the dates specified in
the notification.

(¢) The Operation Trust Account may from time to time be
combined with the Construction Trust Account established pursuant
to Section 8(a) of this Agreement as determined by unanimous
action of the Committee. :

12. Coal Fuel

(a) Each Project User agrees to order an amount of coal
sufficient to generate the minimum energy required by Section
13(d) of this Agreement and to timely provide the Operator with
its coal delivery schedules to be furnished to the Coal Supplier
under Section 3 of the Coal Agreement. The Project Users author-
ize the Operator to execute and deliver appropriate purchase
orders to the Coal Supplier for said amounts to be delivered.
Subject to the foregoing and as more specifically set forth here-
inafter, the Operator shall timely schedule coal supplies neces-
sary to meet the generating requirements of the Project Users
pursuant to Section 13 of this Agreement and to meet the Project
Users' respective coal storage requirements.

(b) Each Project User shall have the right to use the coal
storage area in the same proportion as its Project Sharc. During
any time any portion of such coal storage area is not being used
by a Project User entitled to such use, it may be temporarily used
without charge by another Project User; provided, that such
temporary use shall not interfere with any Project User's right to
schedule coal into its portion of the coal storage area; and that
if sufficient storage is not available to accommodate the coal
scheduled into storage, the Project User temporarily using the
area shall make such arrangements as are necessary 1in order to
avoid any such interference. 1f any Project User suffers an
economic loss in the form of increased coal costs or penalties
assessed by the Coal Supplier because of the other Project User's
temporary use of storage in excess of its share, the Project User
suffering such loss shall be made whole by the Project User caus-
ing such loss.

(c) The Project Users shall cooperate in the scheduling of
coal from the Coal Supplier and scheduling of coal in and out of
storage in order to minimize rehandling.

(d) At least annually, the Operator shall survey the coal in
storage and determine its tonnage. If the coal in storage, as
determined by such survey, 1is greater or less than the tonnage
shown in the records maintained by the Operator, the tonnage in
such records for each Project User will be increased or decreased,
as the case may be, pro rata to the average of the daily balances
of coal in storage determined from received and consumed tonnages
for each Project User during the period since the last survey, or

-12-
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by such other method as may be determined upon by the Committee.
If such adjustment results in any Project User having a negative
coal balance, such Project User shall make arrangements to elimi-
nate its negative position as soon as reasonably possible.

(e) 1If casualty or other forces cause a sudden or rapid loss
of coal in coal storage, such loss shall be estimated or surveyed,
as may be appropriate in the circumstances, and shared by the
Project Users pro rata, based upon the tonnage of coal of each in
storage immediately preceding the loss, as shown in the records.

(f) Operator shall, pursuant to the procedures established
by the Committee, prepare a "Distribution Notice' to be provided
to the Coal Supplier pursuant to subsection 7.2 of the Coal Agree-
ment. The Committee shall prescribe a procedure for equitably
allocating to each Project User the tonnage of coal consumed in
each twenty~-four (24) hour period.

(g) Complete records shall be kept by Operator as prescribed
by the Committee, including tons of coal consumed, the Btu content
thereof, the amounts allocated to the respective Project Users,
the tonnage in and out of storage, the tomnnage each Project User
has in storage and the remaining storage capacity available.

(h) Annually the Operator shall compute price adjustments
for Btu content of coal pursuant to Section 8 of the Coal Agree-
ment and furnish notification thereof to each Project User and to
Coal Supplier.

(1) Each Project User shall pay before delinquency its
Project Share of the Fixed Charge payable under Section 7 of the
Coal Agreement. Each Project User shall pay before delinquency
the Commodity Charge payable under Section 7 of the Coal Agreement
for coal ordered by such Project User. Any additional payments to
or credits from the Coal Supplier (e.g., under subsection 7.5, 7.8
or 8.3 of the Coal Agreement) shall be equitably allocated among
the Project Users taking into account all pertinent factors. Such
factors may include, but are not necessarily limited to, the
amounts of coal ordered by each Project User, the amounts of coal
delivered under subsection 4.1 of the Coal Agreement for use in a
generating plant other than the Project, the amount by which each
Project User's orders for coal exceed or are less than such
Project User's Project Share of the minimum annual tonnage under
subsection 7.8 of the Coal Agreement, any release under subsection
7.8(d) of the Coal Agreement of all or any portion of a Project
User's contracted minimum tonnage of coal, sales of coal to third
parties and force majeure under Section 10 of the Coal Agreement.

13. Scheduling of Power and Energy

(a) Each Project User shall furnish its generation schedule
to the Operator in accordance with the procedures hereinafter set
forth and except as provided in Section 2(c) shall be entitled to
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schedule and take an amount of generation up to but not to exceed
its Project Share of the Project's HNet GCenerating Capability.
Subject to the terms, covenants, and conditions contained in the
Project Agreements, the Operator will operate the Project in
accordance with such generation schedules.

(b) Before 4:00 p.m. Mountain Time of each day, the Project
Users shall make available to Operator +the hourly schedules of
desired generation for the following day or days. Changes in such
scheduled generation may thereafter be made at any time by a
Project User. ’

(c) No Project User shall schedule a rate of change of its
share of output greater than such Project User's Project Share of
a rate of change which is within the ability of the Project to
perform; provided, however, that if any Project User schedules a
rate of change of output less than its Project Share of such
Project ability, the other Project Users may schedule a rate of
change of output greater than their Project Share of such Project
ability, subject to meeting a total rate of change of output which
is within the ability of the Project to perform.

(d) Each Project User's schedule of generation shall not be
less at any time than such Project User's Project Share of the
minimwn operating capability of the Project unless all Project
Users agree on a shutdown of the Project; provided, however, that
if at times one or more Project User schedules more than their
Project Share of the minimum operating capability, the Project
Users that have scheduled their Project Share of the minimum
operating capability may reduce their schedules during such times
subject to meeting the minimum operating capability reguirements
of the Project. Such reduction shall be pro rata to the Project
Shares of the Project Users desiring such adjustment or as other-
wise agreed by such Project Users.

(e) The Committee shall, as soon as necessary information is
available, establish guidelines for determination of minimum
operating capability for each unit of the Project, normal rate of
change of generation, and Net Generating Capability.

(f) The Operator shall hold deviations from schedule to a
minimum. Unless otherwise agreed among the Project Users, actual
generation in any hour shall be apportioned among the respective
Project Users in proportion to the generation schedules of the
respective Project Users; provided, however, that no Project User
shall be entitled to receive deliveries of energy in excess of its
Project Share of the Net Generating Capability.

(g) When the actual Net Generating Capability of the Project
during any particular hour is for any reason reduced from its
anticipated capability, the amount of energy available to each
Project User, except as may otherwise mutually be agreed, shall be
equal to such Project User's Project share of reduced Net Generat-
ing Capability and the schedule for -each Project User, which had
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more energy scheduled than is available for such Project User,
shall be appropriately reduced for such hour. The Operator shall
promptly notify each Project User of the new Net Generating Capa-
bility or of any change in operating limits, and the respective
Project Users shall thereupon make any necessary changes in their

respective generation schedules to conform such schedules to any
limitation thereof. :

(h) At any time that neither Unit is operating, each Project
User shall supply to Operator such Project User's Project Share of
power to provide station service.

14. Scheduling of Outages

{(a) The Operator shall schedule outages for major mainten-
ance as reguired by the manufacturers' applicable conditions of
sale and delivery of the affected facilities and eqguipment or as
the manufacturer may advise from time to time, unless otherwise
directed by the Committee.

(k) The Operator shall schedule all unit outages for in-
spection and routine maintenance at such time as shall be directed
by the Committee, provided, however, that any outages required by
governmental agencies having jurisdiction or outages to avoid
hazard to the Project or to any person or property shall be
scheduled by the Operator as required.

15. Accounting and Reports

(a) Operator shall keep up-to-date Project books and records
of Project financial transactions and other arrangements in carry-
ing out the terms of this Agreement. Such books and records shall
contain information supporting the allocation of Operator's
administrative and general costs associated with the Project,
such books and records shall be retained by Operator for such
period as 1is required by the rules and regulations of the Federal
Energy Regulatory Commission or such longer period determined by
the Committee and shall be made available for inspection and audit
by each of the Owners and Project Users at any reasonable time.

(b) Any contract with any consultant or contractor of Oper-
ator providing for reimbursement of costs or expenses of any kind
shall require the keeping and maintenance of boocks, records,
documents and other evidence pertaining to the costs and expenses
incurred or claimed under such contract to the extent, and in such
detail, as will properly reflect all costs related to this Agree-
ment and shall require such books, records, documents and evidence
to be made available to each of the Owners and Project Users at
all reasonable times for review and audit. Each of the Owners and
Project Users shall have the right to examine and copy all plans,
specifications, bids and contracts relating to the Project pro-
vided that proprietary information subject to confidentiality
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agreements shall only be disclosed in accordance with the terms of
such agreements.

(c) All accounts shall be kept so as to permit conversion to
the system of accounts prescribed for electric utilities by the
Federal Energy Regulatory Commission, but the manner in which
accounts are kept pursuant to this Agreement is not intended to be
determinative of the manner in which they are treated in the books
of account of the Owners or Project Users.

(d) Operator shall cause all books and records -to be audited
annually by independent Certified Public Accountants of national
reputation acceptable to all the Project Users. Copies of such
audits shall be supplied to each Owner and Project User. The cost
of such periodic audits shall be a Project cost. Any Owner or
Project User may request a more frequent audit, but in that case

the requesting Owner or Project User shall pay the costs of such
audit.

(e) Operator shall furnish to each Project User monthly
statements of Costs of Construction and Costs of Operation and
monthly construction progress, operation and maintenance reports
in accordance with guidelines established by the Committee. The
Operator shall also furnish to each Owner and Project User such
other reports as may from time to time reasonably be requested by
such Owner or Project User. At the request of an Owner or Project
User, Operator shall provide certificates signed by a responsible
officer of Operater or an individual designated by him for such
signature setting forth the status of Costs of Construction and
application of funds. The certificate shall be in such form and
contain such information as is reasonably reguested by such Owner
or Project User.

(f) At the request of any Owner or Project User, the Owners
and Project Users shall elect to exclude from the provisions of
Subchapter K of the Internal Revenue Code any organization which
they may be deemed to comprise by virtue of the Project, the
Transmission System, the Common Facilities, any of the Project
Agreements, or any combination thereof.

16. Insurance

(a) The Operator shall procure at the earliest practicable
time and thereafter maintain in effect at all times hereinafter
provided, to the extent available at reasonable cost and in
accordance with standards prevailing in the utility industry for
projects of similar size and nature, adequate insurance coverage
of the Project with responsible insurers, with each Owner and
Project User as a named assured and with losses payable to the
respective Owners and Project Users for their benefit as their
respective interests may appear, to protect and insure against:
worker's compensation and employer's 1liability, public liability
for bodily injury and property damage, all risks of physical
damage to property or equipment, including transportation and
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installation perils, and such other insurance as the Committee
deems necessary, with reasonable limits and subject to appropriate
exclusions, and deductibles. Self~insurance under the State of
Montana's workers' compensation laws may be substituted for the
referenced workers' compensation and employer's liability insur=-
ance and the Project Users agree to cooperate to establish a
procedure whereby the cost of such self-insurance shall be level-
ized over a three (3) to five (5) year period.

(b) Each Owner and Project User shall ensure that each of
its policies of insurance that may be applicable to any claims
arising in connection with the Project shall provide a waiver of
the insurer's rights of subrogation against, or name as additional
assureds, all the other Owners and Project Users and their respec-
tive agents and employees. To the extent permitted by its
insurance policies, each Owner and Project User waives any rights
of subrogation against all the other Owners and Project Users,
their agents and employees, for losses, costs, damages, Or ex-
penses arising out of the Construction, operation, maintenance,
receonstruction or repair of the Project.

(c) Copies of all policies of insurance procured pursuant to
Section 16(a) shall be provided to each Owner and each Project
User. Upon request of an Owner or Project User, any Owner or
Project User will provide copies of policies of insurance de-
scribed in Section 16(b). Operator shall notify the Owners and
Project Users cf the assertion of any claim in excess of $500,000
against the Project immediately upon assertion of the same, or of
the occurrence of an event likely to result in the assertion of
such a claim. All claims for lesser amounts shall be reported
annually by Operator to the Owners and Project Users. The insur-

ance program, policies and coverages shall be reviewed annually by
the Committee. :

17. Project Committee

(a) There is hereby established a Committee to facilitate
effective cooperation, interchange of information and efficient
management of the Project, on a prompt and orderly basis. The
Committee shall be composed of not more than six (6) members.
Each party (or its successors and assigns acting collectively)
shall appoint one (1) Committee member. For purposes of this
Section 17(a), Puget shall be one party and Montana shall be one
party. Each Committee member shall have the right to vote the
Project Share of the party (or its successors and assigns) that
‘appointed such member. A member shall vote the entire Project
Share represented by such member as a unit.

(b) Upon execution of this Agreement, each party shall
notify all of the other parties of the Committee member initially
appointed by it. Any party (or its successors and assigns acting
collectively) may change its appointment by giving written notice
of the change to all of the Project Users. Any party (or its
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successors and assigns acting collectively) may appoint an alter-
nate or alternates to serve on the Committece in the absence of the
regular Committee member or to act on specified occasions or with
respect to specified occasions or with respect to specified mat-
ters. Any reference herein to "Committee member" includes the
member's alternate in the absence of the member.

(c) The Committee shall meet regularly, but not less often
than once in each calendar quarter, as may be agreed upon, and at
such other times as requested by any Committee member upon three
days' written notice. Meetings of the Committee may be held or
members thereof may participate in a meeting of such Committee by
means of conference telephones or similar communications eguipment
by means of which all persons participating in the meeting can
hear each other. Participation in a meeting by means of confer-
ence telephones or similar communications equipment shall consti=-
tute presence in person at the meeting. The Committee may appoint
such subcommittees as it deems necessary or appropriate and by
unanimous action, may delegate approval authority to such subcom-
mittees. Operator shall prepare written minutes of all mectings
and distribute them to each Committee member within a reasonable
time after each meeting. Unless otherwise mutually agreed,
Operator's member shall act ag Chairman of the Committee.

(d) Any action which may be taken at a meeting of the Com-
mittee mey be taken without a meeting if all Committee members
consent in writing. The Committece may, by unanimous action, adopt
written procedures for review and approvil of matters reguiring
Committee approval, which procedures may include, but are not
limited to, modifying of maximum allowable times for approval,
waiver of portions of information required, and advancec approvals.

(e) Operator shall use its best efforts to keep all members
of the Committee informed of all significant matters with respect
to Construction, operation and maintenance of the Project (in-
cluding, without limitation, plans, specifications, engineering
studies, environmental reports, budgets, estimates and schedules)
and, when practicable, in time for members to comment thereon
before decisions are made, and shall confer with the Committee, or
separately with members thereof, during the development of any of
Operator's proposals regarding such matters when practicable to do
so. Upon request of any Committee member, Operator shall furnish
or make available, with reasonable promptness and at reasonable
times, any and all other information relating to Construction,
operation and maintenance of the Project.

(f) Operator shall submit each of the matters listed below
to the Committee for approval, which approval must be by a vote of
Operator's Committee member, plus at least two other Comnittee
members so that the Committee members voting for approval repre-
sent at least 55% of the total Project Shares:

(i) Any proposal made by two Committee members ap-
pointed by Project Users other than Operator except
as .provided in Sections 17(3j) and 17(k);
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(ii) Construction and operating budgets and changes '’
therein except as provided in Section 17(j);

(iii) Any changes in the working fund in the Construc-
tion Trust Account or Operation Trust Account,
except as provided in Sections 8(d) and 11(c);

(iv) Award of any contract, approval of any change
order, or payment of any controverted claim, in
excess of $500,000;

(v) Insurance coverage, including limits and choice of
insurers;

(vi) Estimate of cost of repair or damage to the Pro-
ject i1f in excess of $2,000,000, recommendation
whether to repair in whole or in part or to remove
from service, and construction budget for repair
of Project.

(vii) Disposition of surplus property having a value of
such mninimum amount as is established by the
Comnittee;

(viii) Settlement of third party claims against the
Projcct in excess of $500,000;

(ix) Any proposal by Operator to issue a purchase order
to or contract with any other Project User for
facilities, goods, services, or other items to be
provided to the Project;

(x) The establishment of the estimated date of the
commenceitent of operation of each unit for pur-

poses of Sections 3.2 and 3.5 of the Coal Agree-~
ment; and

{xi) Any other action required to be taken by the
Committee pursuant to this Agreement for which a
procedure or voting percentage for reaching ap-
proval is not otherwise specifically provided.

(g) All proposals - of Operator relating to any matters
regarding the Construction, operation and maintenance of the
Project submitted to the Committee under any provisions of the
Project Agreements shall include itemized cost estimates and
other detail sufficient to support a comprehensive review. Upon
request, Operator shall furnish or make available all supporting
reports, analyses, recommendations or other documents pertaining
thereto. Operator shall prepare and furnish such documents to
each Project User as may be required by any regulatory authority
to be maintained by such Project User.

W o T

Exh. RJR-3
Page 21 of 88



(h) If any matter submitted to the Committee under section
17(f) above 1is not approved by a vote within 10 days after the
original submission to the Committee, or within such longer time
as the Ccmmittee may decide upon unanimously, then each member of
the Committee who declines to vete approval shall, upon demand of
Operator or any Committee membexr voting for approval of the
matter, specify in a wriitten statement his reasons for declining
approval, and shall alsc state therein what alternative, if any,
is acceptable to him. Such statement shall be submitted to the
other Committee members within 10 days after expiration of the
later of (i) the member's receipt of a demand for a written state-
ment of his reasons for declining approval or (ii) such longer
period as the Committee may decide upon unanimously. Each member
who has not submitted such written statement within +the time
provided in the preceding sentence shall be deemed to have ap-
proved the matter as submitted by Operator. Immediately after
receipt of such statements from Committee.members representing at
least 45% of the total Project Shares, Operator may refer the
disputed matter +to arbitration pursuant to Section 18 of this
Agreement. If Operator elects not to do so and does not submit an
alternative proposal, Commnittee members representing at least 45¥%

of the total Project Shares may refer such matter to arbitration
pursuant to Section 18. :

(i) Two Committee members appointed by Project Users other
than Operator may submit to the Conmittee any proposal which con-
forms with the requirements imposed on Operator under Section
17(g) by serving a copy of such proposal on all other Committee
members. Within 15 days after receipt of such proposal, Operator
shall submit one or more written alternative proposals.. Such an
alternative proposal may be that the Projsct continue to be cen-
structed, operated or maintained in the manner previously planned.
The Committee shall meelt with reasonable promptness and vote on
such proposals. If the Committee approves in accordance with this
section any of Operator's proposals, the proposal of the other
Committee members shall be dismissed and Operator shall implement
its approved propvosal. If the Committee does not approve any of
Operator's proposals, as they may be amended, the Committee shall
vote on the proposal or proposals of the other Committee members
and if the Committee approves in accordance with this section any
such proposal, Operator shall proceed with the approved proposal.
If the Committee does not approve any of the proposals submitted,
it shall require submission of further proposals or it shall
dismiss all proposals. If the Committee does not require further
proposals or dismisses all proposals, the Committee member ap-
pointed by Operator or the Committee members submitting any such
proposal, as the case may be, may stubmit its proposal to arbi-
tration within 15 days after the Committee vote. The arbitrator
shall then consider Operator's proposal and determine if its
proposal is in accordance with Prudent Utility Practice. If the
arbitrator so determines, Operator shall proceed accordingly and
the proposal of the other Committee members shall be dismissed.
If the arbitrator determines Operator's proposal is not in ac-
cordance with Prudent Utility Practice, he shall then considexr the
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proposal of such other Committee members and determine if such
proposal of such other Committee members 1s in accordance with
Prudent Utility Practice. If the arbitrator determines such
proposal is in accordance with Prudent Utility Practice, Operator
shall proceed with the proposal. If the arbitrator determines
that none of the proposals conform with Prudent Utility Practice,
he shall dismiss all proposals and ‘terminate the arbitration.

(j) Proposals for Elective Capital Additions in excess of
$25,000 shall require approval of Committee members representing
at least 85% of the total Project Shares. )

(k) Proposals for the¢ substitution or replacement of. the
Operator shall require approval of Committee members representing
at least 65% of the total Project Shares.

(1) The Committee is the successor to the group known as the
Steering Committee, and by execution of this Agreement, each Owner

and Project User ratifies, confirms and adopts all prior actions
of said Steering Committee.

(m) Any of the specific dollar limitations contained in
subsections (iv), (vi) and (viii) of Section 17(f) and in Section
17(j) may be changed from time to time with approval of Committee
members representing at least 85% of the total Project Shares.

18. Arbitration

Any controversies arising out of or relating to this Agree-
ment which cannot be resolved through negotiations among the
Project Users within thirty (30) days after inception of the
matter in dispute shall, upon demand of any Project User involwved
in the controversy, be submitted to an Arbitrator having demon-
strated expertise in the matter submitted. If the Project Users
cannot mutually agree upon such Arbitrator, then upon petition of
any Project User, such Arbitrator shall be appointed by the
Superior Court of the State of Washington, in and for the County
of Spokane. The arbitration shall be conducted in Spokane,
Washington, pursuant to the Washington Arbitration Act, RCW Chap-
ter 7.04 as the same may be amended from time to time. The Arbi-
trator shall render his decision in writing not later than thirty
(30) days after the matter has been submitted to him, and such
decision shall be conclusive and binding upon the Project Users.:
The costs incurred by any arbitration proceedings shall be charged
to Costs of Construction or Costs of Operation, whichever may be
appropriate, provided that each party shall bear its own attor-

‘ney's fees and costs of witnesses.

19. Damage to the Project

(a) If the Project suffers damage to the extent that the
estimate of the cost of repair is less than 20% of the then-
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depreciated value of the Project, and if the Project Users do not
unaninmously agree that the Project shall be ended pursuant to
Section 31, Operator shall promptly submit a budget for the cost
of repair of the Project and upon the Committee's approval of a
budget, the Operator shall proceed to repair the Project.

(b) If the Project suffers damage to the extent that the
estimate of the cost of repair exceeds 20% of the then-depreciated
value of the Project, and if the Project Users do not unanimously
agree that the Project shall be ended pursuant to Section 31,
Operator shall determine the estimated fair market value of the
Project if it were then terminated without revair and the esti-
mated total cost of repair and shall promptly submit to the
Committee its recommendation as to whether the Project .should be
repaired in whole or in part, and if not repaired in whole, what
portions of the Prcject should be withdrawn from further service,
removed from the Project and sold as salvage pursuant to Section
< 15 If Operator's recommendation to repair the Project is ap-
proved by the Committee, then Operator shall prepare a budget for
the cost of repair and shall submit its recommendations together
with its budget to the Committee.

(i) Upon unanimous approval by the Committee of the
recomnendation and a budget, Operator shall proceed
to repair the Project and each Project User shall
pay (or cause to be paid) its Project Share of the
cost of repair. If Operator's recommendation is to
remove part or all of the Project from furthex
service, then upcn unanimous approval of the recom-
mendation, the portion of the Project being removed
from service shall be sold as salvage.

(ii) 1In the event that one or more Project Users, but
not all Project Users, desire that the Project be
repaired, then each such Project User shall prompt-
ly give notice in writing to the other Project
Users. If any Project User has given such notice,
the Project Share of each Project User which has
not given notice within 60 days after the giving of
the initial notice shall be reduced at the time
repairs commence to the extent determined by the
following formula:

5 = & 431

r o} [V + C]

where

V = Fair Market Value of the Project if it were
to be terminated without repair as uaanimous-
ly agreed by the Committee or determined by
arbitration.

Estimated expenditures for repair

Project Share prior to loss

Reduced Project Share
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At the same time, the amount of such reduction shall be added to
the Project Shares of the Project Users giving such notice in the
proportion that their respective Project sShare bears to the total
of the Project Shares of all Project Users giving such notice.
Each of the Project Users shall pay or cause to be paid that part
of the total cost of repair in the proportion that its Project
Share bears to the total of the Project Shares of all Project
Users giving such notice. Upon completion of repair, a second
adjustment of the Project Share of each Project User will be made
by substituting the actual expenditures for repair for the esti-
mated expenditures in the above formula and adjusting the Project
Share of each Project User to compensate for any increase or
reduction of Project Share.

(c) Solely for the purposes of this Section 1%, the depre-
ciated value of the Project at any time shall be based on the
original Costs of Construction of the Project (excluding allowance
for funds used during construction), including additions and less
retirements, depreciated on a straight-line basis using a com-
posite life of 35 years.

20. Liabilities

Fach of the Owners and Project Users releases all other
Owners and Project Userg and their respective directors, officers,
employees and agents, from any ceonseguential damages (including,
but not limited to>, any loss of use, revenue or profit and any
replacement power costs except as otherwise provided by Section
6(d) of the Transmission Agreement) arising out of the Construc-
tion or the operation, maintenance, or repair of the Project.

21. Default

(a) Upon failure of a Project User to make or causc to be
made any payment when due, or to perform or cause to be performed
.any other obligation to be performed by it pursuant to the terms,
covenants and conditions contained in the Project Agreements, any
other Project User may make written demand upon said Project User
for such payment or performance. Any Project User making such a
demand shall concurrently deliver copies of the demand to all
other Project Users and Owners.

(b) If the failure of a Project User is to make a payment
when due and such failure is not cured within five (5) days from
the date of a demand made pursuant “to Section 21(a), it shall
constitute a default at the expiration of such period.

(c) If the failure of a Project User 1is to perform any
obligation contained in the Project Agreements other than to make
paynents when due and such failure is not cured within 30 days
from the date of a demand made pursuant to Section 21(a) or, if it
could not be cured within said 30 days, within a reasonable period
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after the date of such demand, it shall constitute a default at
the expiration of such period.

(d) If a Project User shall dispute a default asserted
against it, then such Project User shall timely make or cause to
be made payment of any sums in dispute or perform the obligation
in dispute but may do so under protest. Such protest shall be in
writing, shall specify the reasons upon which the protest is based
and copies thereof shall be mailed to the other Project Users and
Owners. Upon resolution of such dispute, the payments advanced or
made between Project Users, as in this paragraph provided, shall
be adjusted appropriately.

(e) All disputes referred to in subsection {(d) above shall
be submitted to arbitration pursuant to Section 18 to determine
the extent, if any, of the obligation of the Project User disput~
ing such default. If payment or performance is timely made under
protest, an act of default shall not be deemed to have occurred.

(£) In the event that a Project User is in default because
of failure to make payments when due, then the following shall
occur during the period such Project User is in default unless the
nondefaulting Project Users elect otherwise in writing:

(i) The defaulting Project User shall have no right to
schedule or receive its Project Share of the output
of the Project;

(ii) The defaulting Project User's Project Share of the
output of the Project shall be deemed to be as-
signed to the Operator on behalf of the nondefault-
ing Project Users during the period of default.
The Operator shall be authorized to order coal,
schedule generation and otherwise operate the
Project for the account of the defaulting Project
User and to sell and transmit the Prcject User's
Project Share of the output and apply the proceeds
therecf to the amounts owed by the defaulting
Project User pursuant to the Project Agreements.

In the event of a default, the nondefaulting Project Users are
authorized to execute, deliver and file on behalf of all Project
Users, such notices, demands, agreements, consents, financing
statements, applications and other deocuments as are necessary or
appropriate to implement the provisions of this subsection to the
full extent legally possible; provided that, if the default is
cured, the nondefaulting Project Users shall take such reasonable
action as may be requested by the Person curing such default to
reflect the fact that such default has been cured. In the event
that any of the provisions of this subsection are waived by nonde-
faulting Project Users or are held to be unenforceable by compe-
tent authority, then the remaining provisions shall be severable
and in full force and effect.

.

Exh. RJR-3
Page 26 of 88



(g) Payments not made when due may be advanced by other’
Project Users and, if so advanced, shall bear interest until paid
at the rate of 2% per month or the highest lawful rate, whichever
is lower. o

(h) In addition to the rights granted in this Section 21,
any nondefaulting Project User may take any action, at law or in
equity, including an action for specific performance, to enforce
this Agreement and to recover for any loss, damage or payment
advances, including attorneys' fees in all trial and appellate
courts and collection costs incurred by reason of such default.

(i) Subsection (f) shall not create an encumbrance prior to
the lien of any existing mortgage, locan or credit agreement of
each Project User except to the extent permitted thereunder.

(j) Each act or omission to act which becomes an act of
default hereunder shall be treated as a geparate act of default
under this Section 21.

22. Uncontrollable Forces

No Project User shall be considered o be in default in the
performance of any of its obligations hereunder, other than obli-
gations of such Project User to pay costs and expenses, if failure
of periformance shall be due {o uncontrollable foices. The term
"uncontrollable foices" shall mean any cause beyond the contrecl of
the Project User failing to perform, and which, by the exercise of
reasonable diligence, such Project User is unable to overcome, and
shall include but not be limited to an act of Cod, fire, £flood,
explosion, strikes, labor disputes, labor or materials shortages,
sabotage, an act of the public enemy, civil or military authority,
including court orders, injunctions, and orders of government
agencies with proper jurisdiction prohibiting acts necessary to
performance hereunder or permitting any such act ouly subject to
unreasonable conditions, dinsurrection or riot, an act of the
elements, failure of equipment, inability to obtain or ship
materials or equipment because of the effect of similar causes on
suppliers or carriers or failure of any governmental agency to
timely act. Nothing contained herein shall be construed so as to
require a Project User to settle any strike or labor dispute in
which it may be involved. Any party rendered unable to fulfill
any obligation by reason of uncontrollable forces shall exercise
due diligence to remove such inability with all reasonable dis-
patch.

23. Waiver of Right to Partition

So long as the Project or any part thereof as originally
constructed, reconstructed or added to is used or useful for the
generation of electric power and energy, or to the end of the
period permitted by applicable law, whichever first occurs, the
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Owners waive their right to partition whether by partition in kind
or sale and division of the proceceds thercof, and agree that they
will not resort to any action at law or in equity to partition and
further waive the benefit of all laws that may now or hereafter
authorize such partition of the properties comprising the Project.
It is agreed this covenant shall be deemed to run with the land.
All instruments of conveyance which effect, evidence or vest each
Owner's or Project User's respective ownership interest in the
Project shall contain this waiver of right to partition.

24. Transfers and Assianments

All or any part of the interest of each Owner and Project
Usser in the Project or any part thereof, and all or any part of
the rights set forth in the Project Agreements which relate to
such interest, may be transferred and assigned as follows, but not
otherwise:

(a) To any mortgacee, trustee or other secured party, as
security for bonds or other indebtedness of such Owner or Project
Usexr, present or future, and such secured party may transier or
assign thne interest given as security pursuant to, or in lieu of,
a foreclosure of the lien (or the exercise of power of sale) held
by such secured party, provided that the transferee or assignee
assumes all of the duties and obligations of the Owner or Project
User making the transfer or assigmuwent under the Project Agree-
ments which relate to the interest being transferred ox assigned;

(b) To any financial institution acting as lessor with
respect to such interest under a lease with the Owner or Project
User making the transfer or assignment provided that the les-
sor/Owner shall not transfer or assign the 1nterest transferred oxr
assigned to it (other than to its lessee):

(i) unless and until it has first offered to sell the
portions of such interest specified below to the
Project Users other than the Project User to which
such interest was leased at a price equal to the
fair market value of such portions; and

(ii) wunless (A) simultaneously the lessor/Owner's inter-
est or part thereof in all other Project Agreements
in which it has rights is similarly transferred or
assigned to the same Person or Persons, and (B)
such Person or Persons or a Person or Persons Lo
which such interest is leased shall have assumed in
writing all the duties and obligations of the
Project User in possession under such lease immedi-~
ately prior to the expiration or termination there-
of under this Agreement and all other Project
Agreements. '
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The portion of such interest to be offered to each Project User
pursuant to this subsection (b) shall be equal to the proportion-
ate interest of such Project User in the Project after excluding
the interest being offered. The initial offer shall be kept open
for a period of 90 days. 1f, at the end of such 90-day period,
any Project User shall have failed to accept such offer, the pro-
portionate interest offered to such Project User shall be offered
on a proportionate basis to the other Project Users, who shall
have a further period of 7 days to accept the same. The process
referred to in the immediately preceding sentence .shall be re-
peated until all Project Users then being offered an interest
shall have failed to accept such offer. To the extent that a
lessor/Owner has complied with the foregoing provisions of this
subsection (b), it shall be permitted to transfer and assign its
interest in the I:oject, or any part thereof, and the Project
Agreements in whi & it has rights to any Person notwithstanding
any other provisicn of this Seclion 24 and, to the extent such
transfer and assignment is to a financial institution acting as
lessor under a lease with a Person in the electric utility busi-
ness, subsequent transfers and assignments by such financial
institution shall be governed by the provisions of this subsection
(b) and not by any other subsection of this Section 24.

(c) To any financial institution acting as trustee with
respect to such interest under a construction trust agreement with
the Owner or Project User making the transfer or assignment,
provided that such trustee shall not transfer or assicgn the inter-
est transferred or assigned to it (other than to the original
Owner or Project User), except as permitted by this Section 24.

(d) To any Person in the electric utility business into
which or with which the Owner or Project User making the transfer
may be merged or consolidated or to which the Owner or Project
User transfers substantially all of its assets;

(e) To any Person wholly owning, wholiy owned by, or wholly
owned in common with, the Owner or Project User making the trans-
fer;

(£) To any other Person, provided that the Owner or Project
User shall first offer to transfer its interest or any part there-
of to the other Project Users, at the amount of, and on terms not
less advantageous than, those of a bona fide offer from a buyer
able and willing to purchase such Owner's or Project User's
interest. The portion of such interest to be offered to each
Project User pursuant to this subsection (f) shall be egual to the
proportionate interest of such Project User in the Project after
excluding the interest being offered. The initial offer shall be
kept open for a period of 90 days. If, at the end of the 90-day
period, any Project User shall have failed to accept such offer,
the proportionate interest offered to such Project User shall be
offered on a pro rata basis to the other Project Users, who shall
have a further period of 7 days to accept the the same. The
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process referred to in the immediately preceding sentence shall be
repeated until all Project Users then being offered an interest
shall have failed to accept such offer.

(g) To any other Person with the written consent of all
Project Users.

No transfer or assignment of any interest in the Project or
any part thereof pursuant to subsections (d4), (e), (f£f) or (g)
above may be made unlecss g¢imultaneously the Owner's or Project
User's rights under the Project Agreements which relate to such
interest are similarly transferred or assigned to the same Person
or Persons, and such Person or Persons have assumed in writing all
the duties and obligations of the Owner or Project User making
such transfer or assignment under the Project Agreenments which
relate to the interest being transferred or assigned. Transfers
or assignments shall not relieve any Owner or Project User of any
obligation hereunder, except to the extent agreed in writing by
all other Project Users. Any attempted or purported transfer made
other than in accordance with this Section 24 either voluntarily
or by operation of law shall be void and of no effect.

25. Okligations Are Several

(a) The duties, obligations and liabilities of the Owners
and Project Users hereunder are inltended to be several =a2nd not
joint or collective and no Owner or Project User shall be jointly
or severally liable for the acts, omissions, or obligations of &ny
other Owner or Project User. Nothing herein contained shall be
construed to create an association, joint venture, partnership, or
impose a partnership duty, obligation or 1liability, among the
Owners and/or Project Users. No Owner or Project User shall have
a right or power to bind any other Owner or Project User without
its express written consent, except as expressly provided in this
Agreement.

(b) Without limiting the obligations of Puget Colstrip Con-
struction Company, Puget Sound Power & Light Company guarantees
the performance of all of Puget Colstrip Construction Company's
obligations under the Project Agreements.

{(c) Without limiting the obligations of First Trust Company
of Montana ("Trustee!"), The Montana Power Company guarantees the

performance of all of Trustee's obligations under the Project
Agreements.

(d) The Trustee is executing this Agreement solely in a fi-
duciary, trust capacity under a Trust Agreement dated December 23,
1980 ("Trust Agreement") by and between The Montana Power Company
and the Trustee and not in any individual, personal or other
capacity. The Owners (except Montana) agree that they will look
solely to the Trust Estate, which term shall have the meaning
specified in the Trust Agreement, for the payment of any amounts
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payable by the Trustee under this Agreement and confirm that the
Trustee 1is not in any way personally liable for any such amounts
except for its own gross negligence or willful misconduct.

26. Notices

Any notice, demand or request provided for in this Agreement
served, given or made in connection therewith shall be deemed
properly served, given or made if given by telephone or in person
and confirmed in writing, or if in writing by acknowledged de-
livery or sent by registered or certified mail, postage prepaid
addressed to the Project User or Project Users at its or their
principal place or places of business to the attention of the
president or chief executive officer of such Project Users. Any
Project User may at any time, and from time to time, change its
designation of the person to whom notice shall be given by g1v1ng
notice to the other Project Users as hereinabove provided.

27. Implementation

Each Owner and Project User shall take such reasonable action
(including, but not limited to, the execution, acknowledgment and
delivery of documents) as may be requested by any other Owner or
Project User for the implementation of this Agreement.

28. Provisions for Additional Facilities

(a) Each Project User shall have the right at its expense to
install and operate on the Project land, facilities for its own
system; provided, however, that the facilities of any Project User
shall be so installed and operated as not to burden or unreasona-
bly interfere with those o0f the other Project Users or the
Project, the c¢onstructicn on the Project lands of additional
generating units, or the ultimate full utilization of the land for
the Project. 1In the event that a Project User proposes to install
or operate facilities which would require the relocation of previ-
ously installed facilities of another Project User, or of the
Project, but would otherwise meet the requirements of the pre-
ceding sentence, the Project User desiring to install or operate
such facilities shall have the right to require such relocation if
it bears all direct and indirect costs of such relocation.

(b) Each Owner and Project User releases all other Owners
and Project Users from claims to profits, charges, rents or bene-
fits that may arise from use by any Ownexr or Project User of
Project land pursuant to Scction 28(a). '

29. Regulatory Approval

It is wunderstood that transfers of property under this
Agreement may be subject to the jurisdiction of state or federal
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regulatory agencies. Such transfers shall not be effective until
all required approvals and all other required action by such
agencies having jurisdiction shall have been obtained.

30. Rule Against Perpetuities or Similar or Related Rules

If the duration of any term or condition of the Project
Agreements shall be subject to the rule against perpetuities or a
similar or related rule, then the effectiveness of such term or
condition shall not extend beyond (i) the maximum period of time
permitted under such rule, or (ii) the specific applicable period
of time expressed in this Agreement, whichever 1s shorter. For
purposes of applying the rule against perpetuities cor a similar or
related rule, the measuring lives in being shall be those of the
officers and directors of Montana shown in its 1980 Annual Report,
together with all such listed persons' children all of whom are
living on the date of execution of the Project Agreements. -~ As
used in this paragraph, the word "children'" shall have its primary
and generally accepted meaning of descendants of the first degree.

31. End eof Project

When the Project can no longer be made capable of producing
electricity consigstent with Prudent Utility Practice or the
reguirements of governmental agencics having jurisdiction, or when
part or all of the Project is removed from service, Operator shall
gsell all salable parts of the portion of the Project being removed
from service to the highest bidders; provided, however, if the
entire Project 1is being removed from service and 1f  Operator
should determine that the Project will bring a greater amount at
salvage if sold as a unit, including land and structures, than it
would if it were dismantled and the salable parts removed and
sold, then Operator may sell the Project as a unit to the highest
bidder. After deducting all costs of cending the Proiject, includ-
ing, without limiting the generality of the foregoing, the cost of
decommissioning, razing all structures and disposing of the debris
and meeting all applicable requirements of law, Operator shall
close any remaining Project accounts and, if there are net pro-
ceeds, distribute to each Owner its percentage share of such
proceeds. In the event such costs of ending the Project exceed
available funds, each Owner shall pay its percentage share of such
excess as incurred.

32. Term

This Agreement shall continue for so long as the Project or
any part thereof as originally constructed, reconstructed or added
to is, or can be made, capable of producing electricity consistent
with Prudent Utility Practice or the requirements of governmental
agencies having jurisdiction plus any time required for ending the
Project as provided in Section 31.
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33. Effective Date and Basin Electric's Participation

(a) This Agreement shall be effective and binding when exe-
cuted by Montana, Puget, Water Power, Portland, and Pacific and
shall be effective and binding as to Basin Electric only when
executed by Basin Electric.

6 (b) Basin Electric's participation in the Project, Transmis-

sion System and Bonneville Power Administration Contract No.

DE-MS79-81BP90210 ("BFA Contract") executed by BPA and all parties

hereto, is conditional upon Rural Electrification Administration

("REA") approval thereof. Basin Electric will exercise due dili-

gence in seeking such approval. In the event by May 1, 1982, that
Basin Electric is unable to secure unconditional REA approval, the

parties hereto will return to Basin Electric thereafter all amounts
paid by Basin Electric pursuant to the Project Agreements. In
such event, Basin Electric shall take such action (including, but
not limited to, the execution, acknowledgment, delivery and recor-

dation of instruments of conveyance ané for release of security
instruments) as may be reasonably requested by any party hereto
that effects or evidences Basin Electric's withdrawal of partici-

pation.

(c) Upon payment pursuant to Section 33(b), or if Basin
Electric does not concurrently execute the Project Agreements, the
remaining parties' interests in the Project and the Transmission
System, as defined in the Transmissiocn Agreement, shall be appro-
priately increased and Basin Electric shall cease to be a party to
the Project Agreements and all its rights and obligations there-
under shall terminate. - The remaining parties to the Project
Agreements shall then assume all Basin Electric's rights, duties,
and obligations under said agreements.

(d) Each other party to the Project Agreements, other than
Basin Electric, affirms that it is bound as a party to the Project
Agreements and the BPA Contract from the date of execution thereof
even though Basin Electric's participation in the Project, Trans-
mission System, and the BPA Contract is conditional upon REA
approval thereof.

34. Miscellaneous

(a) The headings of the clauses of this Agreement are in-
serted for convenience of reference only and shall not affect the
meaning or construction thereof.

(b) The singular of any term in this Agreement shall en-
compass the plural and the plural the singular, unless the context
otherwise indicates.

(c) This Agreement shall be construed in accordance with the

laws of the State of Montana, except that Section 18 shall Dbe
construed in accordance with the laws of the State of Washington.
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(d) This Agreement shall not be amended except by written
instrument executed, acknowledged and delivered by all of the

Project Users.

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement in several counterparts.

Attest:

T

THE MONTANA POWER COMPANY

Ny

Its’ Executive Vicé President for
Administratiqn

ASSISTANT Secretary

Attest:

FIRST TRUST COMPANY OF MONTANA, as
Trustee

By
Its

Secretary

Attest:

PUGET SOUND POWER & LIGHT COMPANY

By
Its

Secretary

Attest:

PUGET COLSTRIP CONSTRUCTION COMPANY

By
Its

Secretary

o
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TATE OF MONTANA )
SS.
COUNTY OF SILVER BOW )

On this 6th day of May, 1981, before me, the undersigned,
a Notary Public in and for the State of Montana, personally
appeared Melvvn M. Rvan , known to me to be the
— Executive Vice President _ ©f THE MONTANA POWER COMPANY and ac-
knowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed

my Notarial Seal the day and (xear in thig certificate first above
written.
h M‘

Notary [Hublic in and for the State of
Mdnkana

Residinglat Butte

My CommiSsion expires (g-Zlo-82 '

STATE OF MONTANA
SE.
COUNTY OF YELLOWSTONE

Nt e et

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the State of Montana, personally appeared
, known to me to be the
of FIRST TRUST COMPANY OF MONTANA and acknowledged to me that he
executed the within instrument on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State of
Montana

Residing at

My Commission expires
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(d) This Agreement shall not be amended except by written
instrument executed, acknowledged and delivered by all of the
Project Users.

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement in several counterparts.

THE MONTANA POWER COMPANY

By
Its
Attest:
Secretary
FIRST TRUST COMPANY OF MONTANA, as
X5
@W e
LAy, Its s (FUlrtlled
.Attest:

I s .
) v 4, 1} &Secretary

nodal £ o PUGET SOUND POWER & LIGHT COMPANY

By
Its

Attest:

Secretary

PUGET COLSTRIP CONSTRUCTION COMPANY

By
Its

Attest:

Secretary
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STATE OF IMONTANA )

5S.
COUNTY OF SILVER BOW )

On this 6th day of May, 1981, before me, the undersigned,
a Notary Public in and for the State of Montana, personally
appeared , known to me to be the
of THE MONTANA POWER COMPANY and ac-

knowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

my Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State of
Montana

Residing at Butte

My Commission expires

STATE OF MONTANA

e

Ss.
COUNTY OF YELLOWSTONE )

on this 6th day of May, 1981, before me, the undersigned, a

Notary Pub and for the State of Montana, personally appeared
jj 5 known to me to be the‘z‘/_i;g: fﬁﬂgﬂggc__ﬁﬁ
of FIRST TRUST COMPANY OF MONTANA and acknowledged to me that he
executed the within instrument on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above

| Al b Sk

Notary Public in and for the State of

Montana
Residing at éﬁi/éziqﬂﬂﬂg/ ﬁ;%%&PTJZ;ALLJ

My Commission expires/ /—
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(d) This Agreement shall not be amended except by written
instrument executed, acknowledged and delivered by all of the

Project Users.

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement in several counterparts.

THE MONTANA POWER COMPANY

By
Its
Attest:
Secretary
FIRST TRUST COMPANY OF MONTANA, as
Trustee
By
Its
Attest:
Secretary
PUGET SOUND POWER & LIGHT COMPANY
By @ L"-/‘ Mf_
Its SR VICE_ PRESIDEAT
Attest:
—
Secretary
PUGET COLSTRIP CONSTRUCTION COMPANY
v
By ﬁ£)~él“/fivdd?éj%ﬁ
Its SR VICF PRESIDENT/
Attest:
Secretary
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STATE OF WASHINGTON )
E5.

—

COUNTY OF KING

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the State of Washington, personally
appeared B % Feto - , known to me to be the

SR VICE PRESIDEN of PUGET SOUND POWER & LIGHT COMPANY
and acknowledged to me that he executed the within instrument on
behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above

written.
//%i%m¢53ﬁfjﬁﬁﬁ7 At

ary Public in and for the State of
Washington

R651dlng at 4kc#ﬁ£&z

My Commission expires (2oee 5,45,_.:; 7. LG 2

STATE OF WASHINGTON
SS5.

e

COUNTY OF KING

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public din and,6 for the State of Washington, personally
appeared : R 7$;v¢7au£7 ., known to me to be the

SR VICE PRESIDENT . of PUGET COLSTRIP CONSTRUCTION COM-
PANY and acknowledged to me that he executed the within instrument
on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

my Notarial Seal the day and year in this certificate first above
written.

_ wile
Ngtary Public in and for the State of
Washington
Residing at ;56;¢2Zézﬁ
My Commission expires 42:=?pm4jé /
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THE WASHINGTON WATER POWER COMPANY

By ?5// ?{4 LA //z-«a{/ e

Its__yavs kresidenti /)
s

2.2#— SECretary

Attest:

PORTLAND GENERAL ELECTRIC COMPANY

By
Its

Secretary

Attest:

PACIFIC POWER & LIGHT COMPANY

By
Its

Secretary

Attest:

1%

BASIN ELECTRIC POWER COOPERATIVE

Its

Secretary
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STATE OF WASHINGTON )
ES.
COUNTY OF SPOKANE )

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the State . of Washington, personally
appeared kﬁf\ZLbH“L#Lﬁ_gLAH, , known to me to be the

Oiea \he . se.77, Oof THE WASHINGTON WATER POWER
COMPANY and acknowledged to me that he executed the w1th1n instru-
ment on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above
written.

Dc—r‘.{ Jf'_)(:f‘fc ’H_,. (s ] /

Notary Public in and for theﬁftate of

wWashington
Residing at Spokane, Washington
My Commission expires AT, ¥R TS
STATE OF OREGON
SSs.

S v

COUNTY OF MULTNOMAH

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the State of Oregon, personally appeared
, Known to me to be the

of PORTLAND GENERAL ELECTRIC CCMPANY and
acknowledged to me that he executed the within instrument on
behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State of

Oregon
Residing at
My Commission expires
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Attest:

THE WASHINGTON WATER POWER COMPANY

By
Its

Secretary

Attest:

SecretAry

Attest:

PORTLAND GENERAL ELECTRIC COMPANY

w At D

Its_ =~ 7 VICE PRESIDENT

PACIFIC POWER & LIGHT COMPANY

By
Its

Secretary

‘Attest:

BASIN ELECTRIC POWER COOPERATIVE

By
Its

Secretary
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STATE OF WASHINGTON
55.

St Nt bt

COUNTY OF SPOKANE

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the State of Washington, personally
appeared , known to me to be the

of THE WASHINGTON WATER POWER
COMPANY and acknowledged to me that he executed the within instru-
ment on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

my Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State of
Washington

Residing at Spokane, Washington

My Commission expires

STATE OF OREGON
S5

Nt Y St

COUNTY OF MULTNOMAH

on this 6th day of May, 1981, before me, the undersigned, a
Notarg Public in and for the State of Oregon, personally appeared
) Glen ‘E. Bredemeier " known to me to be the -

Vice Fresident of PORTLAND GENERAL ELECTRIC COMPANY and
-acknowledged to me that he executed the within instrument on
behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above

written.
-I./_-'_ :
. Notary Publ}fic in and for the State of

Orego

RESiding aF Portland, Qregon
My Commlission explres _q/277/84
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THE WASHINGTON WATER POWER COMPANY

By
Its
Attest:
Secretary
PORTLAND GENERAL ELECTRIC COMPANY
By
Its
Attest:
Secretary
PACIFIC POWER & LI COMPANY
Wt g -
By ﬁg
TR N Its " " Vice President
i o o =
Attest: '° o
.tl-" ; ) ‘j

" ! I ‘ «
BTN
"Asst. Secretary [/ U J

BASIN ELECTRIC POWER COOPERATIVE

By
Its

Attest:

Secretary
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STATE OF OREGON

)
) ss.
COUNTY OF MULTNOMAH )
On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the State of Oregon, personally appeared
R. B. Lisbakken , known to me to be the
Vice President of PACIFIC POWER & LIGHT COMPANY

and acknowledged to me that he executed the within instrument on
behalf of that corporation. -

IN WITNESS WHEREOF, I have hereunto set my bhand and affixed
my Notarial Seal the day and year in this certificate first above

written.
. A i !Il f". i / )//
s ' S & ;éi;:i;éasv (o ¢>v¢1ﬁ££;«é£:
i S R Notary Public in and for the State of
‘ wﬁff S # Oregon
Hprges 5 Residing at Portland, QOregon

My Commission expires

STATE OF NORTH DAKOTA )

) SS.
COUNTY OF )

On this day of , 198, before me, the
undersigned, a Notary Public in and for the State of North Dako-
ta, personally appeared , known to me to
be the of BASIN ELECTRIC POWER

COOPERATIVE and acknowledged to me that he executed the within
instrument on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State of
North Dakota .

Residing at Butte

My Commission expires

SR
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Exhibit A

Colstrip Units #3 & #4

Ownership and Operation
Agreement

REAL ESTATE
(All as Described on the Attached Maps)

Parcel No. 1 (Portion of the Colstrip Switchyard)

T2N,R41E, P.M.M.: ©Portion of the SE%, Sec. 27 .
Being approximately the easterly 890 feet of the
Colstrip Switchyard property as depicted on Certificate
of Survey No. 1660.

Containing 30.65 acres more or less.

Parcel No. 2 (Cooling Towers for Units 3 & 4)

T2N,R41E, P.M.M.: Portion of the EXNEY%, Sec. 34
WLNWY, Sec. 35

Lying northerly of  the Burlington Northern, L.
Railroad right-of-way
Containing 45.9 acres more or less

Parcel No. 3 (Portion of the Coal Storage &
Ash Holding Area)

T2N,R41E, P.M.M.: Portion of the E4SEY%, Sec. 34
SWy%, Sec. 35

Lying southerly of the Unit 3 & 4 generation site
survey and the Western Energy tipple site.
Containing 91 acres more or less.

Parcel No. 4 (Project 3 & 4 Generation Units)

T2N,R41E, P.M.M.: Portion of the NEY% and the SEY%, Sec. 34
as depicted on Certificate of Survey No. 29931.

Containing 20.068 acres more or less.
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Page 1 of 1
Exhibit B
. Colstrip Units #3 & #4
Ovnership and Operation
Agreement

ADMINISTRATIVE & GENERAL

As a reimbursement for general office electric system admini-
strative and 'general expenses and related employee benefit costs
indirectly applicable to the Project, but not charged thereto,
Operator will charge monthly to Costs of Construction or Costs of
Operation, as appropriate, a percentage ("Percentage Rate') of
labor costs provided for in Sections 6(b) and (c¢) and in Sections
9(a) and (b) hereof, incurred by the Operator during the current
month, which labor costs include a loading rate to cover pay for
the time not worked, such as wvacation, holiday and sick leave.
The applicable Percentage Rate shall be determined annually by
the Committee and shall be based upon Operator's actual costs
incurred during the previous year. The applicablé Percentage
Rate shall be a fraction the numerator of which is the sum of
the Operator's (i) annual administrative and general salaries
recorded in FERC Account 920, (ii) annual office supplies and
expenses recorded in FERC Account 921, and (iii) an appropriate
provision for employee pensions and benefits recorded in FERC
Account 926 which relate to administrative and general salaries
recorded in FERC Account 920, and the denominator of which is the
sum of Operator's (i) annual electric system labor costs, such as
Operator's payroll charged to construction, retirements and
clearing accounts, and (ii) Operator's annual labor costs billed

to persons under other agreements to manage and operate jcint
projects.
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AMENDMENT NO. 1 TO THE

This Amendment No. 1, dated as of _October 11 , 1991, is
made to that certain Ownership and Operation Agreement entered
into as of May 6, 1981, ("Ownership Agreement") by THE MONTANA
POWER COMPANY, FIRST TRUST COMPANY OF MONTANA, PUGET SOUND POWER
AND LIGHT COMPANY, PUGET COLSTRIP CONSTRUCTION COMPANY, THE
WASHINGTON WATER POWER COMPANY, PORTLAND GENERAL ELECTRIC
COMPANY, and PACIFIC POWER & LIGHT COMPANY.

1. All terms defined in the Ownership Agreement shall have
the same meanings when used in this Amendment No. 1.

2 The Ownership Agreement is hereby amended, effective as
of May 6, 1981, as follows:

(a) The first paragraph of Page 1 of the Ownership
Agreement is deleted and the following paragraph is inserted
in lieu thereof:

"This Agreement is made as of the 6th day of May, 1981,
by and between the following parties: THE MONTANA
POWER COMPANY, a Montana corporation ("Montana"); PUGET
SOUND POWER & LIGHT COMPANY, a Washington corporation
("Puget"); THE WASHINGTON WATER POWER COMPANY, a
Washington corporation ("Water Power"):; PORTLAND
GENERAL ELECTRIC COMPANY, an Oregon corporation
("Portland"); and PACIFIC POWER & LIGHT COMPANY, now
PACIFICORP, a Maine corporation ("Pacific"):®

(b) The third paragraph of Page 1 of the Ownership
Agreement is deleted and the following paragraph is inserted
in lieu thereof:

"WHEREAS, Montana has duly revoked and terminated its
grantor trust with First Trust Company of Montana as
Trustee, and Puget’s wholly-owned subsidiary, Puget
Colstrip Construction Company, has been merged into
Puget."

(c) Subsection 1(c) 1is deleted and the following

Subsection is inserted in lieu thereof:

"(c) "Coal Supplier" shall mean WESTERN ENERGY COMPANY,
a Montana corporation, or its successor under the Coal
Supply Agreement."
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(d) Subsection 1(1) is deleted and the following Subsection
is inserted in lieu thereof:

"(1) "Owners" means Montana, Puget, Water Power,
Portland, and Pacific and shall include their
successors and assigns of an ownership interest
in the Project or any part thereof."

(e) Subsection 1(o) is deleted and the following Subsection
is inserted in lieu thereof:

"(o) "Project Agreements' means this Agreement
together with the following agreements as entered
into relating to Colstrip Units #3 and #4:

(i) Coal Supply Agreement (including Amend-
ments), Colstrip Units #3 and #4 Steam
Electric Generating Project, between
Owners and Western Energy Company (the
"Coal Supply Agreement");

(ii) Colstrip Project Transmission Agreement
(the "Transmission Agreement");

(iii) Common Facilities Agreement;
(iv) Coal Transportation Agreement.

(f) Subsection 2(a2) is deleted and the following Subsection
is inserted in lieu thereof:

"(a) The Project and each part thereof shall be
owned by the Owners as tenants in common, with
each Owner's respective undivided interest
initially being in the following percentage:

Montana 307
Puget 257
Portland 207
Water Power 157
Pacific 107"

(g) The first sentence of Subsection 12(a) is deleted
and the following sentence is inserted in lieu thereof:

"Each Project User agrees to order an amount of
cozl sufficient to generate the minimum energy
required by Section 13(d) of this Agreement and
to timely provide the Operator with its coal
delivery schedules to be furnished to the Coal
Supplier under Section 3 of the Coal Supply
Agreement."
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(h) The first sentence of Subsection 12(f) is deleted and
the following sentence is inserted in lieu thereof:

"(f) Operator shall, pursuant to the procedures
establisghed by the Committee, prepare a "Distri-
bution Notice™ to be provided to the Coal
Supplier pursuant to subsection 7.2 of the Coal
Supply Agreement."

(i) Subsection 12(h) is deleted and the following Subsection
. is inserted in lieu thereof:

"(h) Annually the Operator shall compute price
adjustments for Btu content of coal pursuant to
Section 8 of the Coal Supply Agreement and furnish
notification thereof to each Project User and to Coal
Supplier.”

(j) Subsection 12(i) is deleted and the following Subsection
is inserted in lieu thereof:

"(i) Each Project User shall pay before delin-
quency its Project Share of the Fixed Charge
payable under Section 7 of the Coal Supply
Agreement. Each Project User shall pay before
delinquency the Commodity Charge payable under
Section 7 of the Coal Supply Agreement for coal
ordered by such Project User. Any additional
payments to or credits from the Coal Supplier
(e.g., under subsection 7.5, 7.8 or 8.3 of the
Coa% Supply Agreement) shall be equitably al-
located among the Project Users taking into
account all pertinent factors. Such factors may
include, but are not necessarily limited to, the
arounts of coal ordered by each Project User, the
amounts of coal delivered under subsection 4.1 of
the Coal Supply Agreement for use in a generating
plant other than the Project, the amount by which
each Project User's orders for coal exceed or are
less than such Project User's Project Share of the
minimum annual tonnage under subsection 7.8 of
the Coal Supply Agreement, any release under
subsection 7.8(d) of a Project User's contracted

minimum tonnage-of coal, sales of coal to third
parties and force majeure under Section 10 of the
Coal Supply Agreement."

(k) The second sentence of Subsection 17(a) is deleted
and the following sentence is inserted in lieu thereof:

"The Committee shall be composed of five (5)
members." %
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(1) Section 33 is deleted.

(m) The title to Section 34 is deleted and the following
title is inserted in lieu thereof:

"33, Miscellaneous"

(n) Exhibit A attached to this Amendment No. 1 is
substituted for Exhibit A referenced in Subsection 1(n).

(o) The Table of Contents, signature pages, and ack-
nowledgment pages of the Ownership Agreement are amended to
reflect the insertions, deletions and revisions accomplished
in this Amendment No. 1.

3 The Ownership Agreement, as amended by this Amendement
No. 1, remains in full force and effect.

IN WITNESS WHEREOF, the Parties hereto have executed this
Amendment No. 1 in several counterparts.

THE MONTANA POWER COMPANY

By

Its Executive Vice President

Attest:

(o

o=

Secreftary

PUGET SOUND POWER & LIGHT COMPANY

Its é:i:@#fzgg:;iﬂﬂiéy

Attest: i

Vs o

Secretary
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. STATE OF MONTANA

i

sS.
COUNTY OF BUTTE-SILVER BOW
On this 17th day of December , 1986, before me, the
undersigned, a Notary Public in and for the State of Montana,
personally appeared Robert J Labrie , known to me to be
the Executive Vice President of THE MONTANA POWER

COMPANY and acknowledged to me that he executed the within instrument
on behalf of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above

written.
Notary Publlc in andﬂfﬁ?ftie State

of Montana
Re31d1ng at Butte, Montan

My Co iseton explres P\OT*RY PUBLIC for the State of Montana
Residing ot Butte, Montana
tAy Comemicsicn Expires b . s uf

STATE OF WASHINGTON
SS.

N Nt S

COUNTY OF KING

On this &'d day of é%é% , 1987, before me, the
undersigned, a Notary ic {n and for the Stdte of Washington,
personally appeared ! L A, , known to me to be
the ﬁ.'(_‘4 7
and acknowle-ged to me ChA

behalf of that corporation.

t-he executed the within instrument on

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above
written.

/) >

of Washing

’Nzﬁhry Public in and for the State
; 7

Re51d1ng at
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THE WASHINGTON WATER POWER COMPANY

Its

Attest:

Secretary ,,7’5 i ?

PORTLAND GENERAL ELECTRIC COMPANY

By
Its
Attest:
Secretary
PACIFICORFP, doing business as
PACIFIC POWER & LIGHT COMPANY
By
Its
Attest:
Secretary
5 Exh. RJR-3
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STATE OF WASHINGTON )

) s8.
COUNTY OF SPOKANE )

On this 474 day of J@nuriey , 1987, before me, the
undersigned, a Notary Public in and for the State of Washington,
personally appeared )yi.. é?%?gﬂj , known to me to be the
Vet v siAers 7 of T WASHINGTON WATER POWER COMPANY and
acknowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above
written.

QPM /Q:fy/:_/ v
Notary Public in and for the State
of Washington _
Residing at Spwfre. W2
My Commission expires’ «/27/ 24

STATE OF OREGON )
) ss.
COUNTY OF MULTNOMAH )
On this day of , 198 _, before me, the
undersigned, a Notary Public in and for the State of Oregon,
personally appeared , known to me to be the

of PORTLAND GENERAL ELECTRIC COMPANY and
acknowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State
of Oregon

Residing at

My Commission expires
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THE WASHINGTON WATER POWER COMPANY

By
Its
Attest:
Secretary
PORTLAND GENERAL ELECTRIC COMPANY
By @M WL/ \4 WM&”
Its Vice President
Attest:
oo 11 thlrnst
Secretary
PACIFICORP, doing business as
PACIFIC POWER & LIGHT COMPANY
By
Its
Attest:
Secretary
. Exh. RJR-3

Page 56 of 88



STATE OF WASHINGTON )

) s8.
COUNTY OF SPOKANE )
On this day of , 198 , before me, the
undersigned, & Notary Public in and for the State of Washington,
personally appeared , known to me to be the

of THE WASHINGTON WATER POWER COMPANY and

acknowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my

Notarial Seal the day and year in this certificate first above
written.

Notary Public in and for the State
of Washington

Residing at

My Commission expires

STATE OF OREGON )
) 8s.
COUNTY OF MULTNOMAH )
On this lith day of October » 1991 , before me, the

undersigned, a Notary Public in and for the State of Oregon,
personally appeared Pe Y. Fowler , known to me to be the

Vice President of PORTLAND GENERAL ELECTRIC COMPANY and
acknowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my

Notarial Seal the day and year in this certificate first above
written.

Co s @ PPy
Notary Public in ard for the State
of Oregon
Residing at Fotlond 51ﬁ?bﬂ“
My Commission expires 3/16/ G2,
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THE WASHINGTON WATER POWER COMPANY

By
Its
Attest:
Secretary
PORTLAND GENERAL ELECTRIC COMPANY
By
Its
Attest:
Secretary
PACIFICORP, doing business as
PACIFIC POWER & LIGHT COMPANY
By UMZ/
Its Sr. Vice President
Attest:
Secretary /4 O
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STATE OF OREGON « )
)
COUNTY OF MULTNOMAH )

On this lf day °fﬂ.%:‘_?f§’ 198/, before me, the
undersigned, Pyb i _ v /the Séte of Oregon,
: pred, [l padeZ LU Lorecte

acKknowledged S 1 executed the w1thin instrument on behalf
of that corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above
written. _

of Oregon
Residing at :

KMG00113f
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Parcel No.

Page 1 of 2

Exhibit A

Colstrip Units #3 & 44
Ovnership and Operation

Agreement
Revised: 8/29/84

REAL ESTATE
(As Depicted for Illustrative Purposes
on the Attached Map)

Parcel No.

2 (Real property on which Cooling Towers for
Units 3 & 4 are located)

A tract of land situated in the E3NEX of
Section 34 and the WiNW% of Section 35, T2N,
R41E, P.M.M. and being depicted on
Certificate of Survey No. 34153 as Parcel
"2". Containing in all 26.694 acres.

3 (Real Property on which a Portion of the

Parcel No.

Coal Storage and Ash Holding Area is located)

A tract of land situated in the E%SE% of
Section 34 and the SW% of Section 35, T2N,
R41E, P.M.M. and being depicted on
Certificate of Survey No. 34152 as Parcel
"3". Containing in all 85.705 acres.

4 (Real property on which Project 3 & 4
Generation Units are located)

A tract of land situated in the NEX and the
SE% of Section 34, T2N, R41E, P.M.M. and
being depicted on Certificate of Survey No.
29931 Amended as Parcel 4 and filed under
Document #37265. Containing in all 20.809
acres.

All of the above documents are filed with the Clerk and Recorder
of Rosebud County, Montana.

KMG00253
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‘age 2 of 2
ixhibit A
Jolstrip Units
#3 and #4
Jwnership and
Operation Agreement
Revised 12/17/86

EXHIBIT_A
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AMENDMENT NO. 2 TO THE
OWNERSHIP AND OPERATION AGREEMENT

This Amendment No. 2, effective as of Juu./ /3 . 1998 (the date signed by the
last signing party), is made to that certain Ownership and Operation Agreement entered into as
of May 6, 1981, as amended by Amendment No. 1, dated as of October 11, 1991, ("Ownership
Agreement") by THE MONTANA POWER COMPANY, PUGET SOUND POWER AND LIGHT
COMPANY, now PUGET SOUND ENERG? THE WASHINGTON WATER POWER

COMPANY, PORTLAND GENERAL ELECTRIC ZOMPANY, and PACIFIC POWER & LIGHT
COMPANY, now PACIFICORP. Tna

All terms defined in the Ownership Agreement shall have the same meanings when
used in this Amendment No. 2. .

WHEREAS, the last paragraph of Section 24 of the current Ownership Agreement
provides that certain transfers or assignments of an interest in the Project may not be made
unless simultaneously the Owner's or Project User's rights under the Project Agreements which
relate to such interest are similarly transferred or assigned to the same Person or Persons, and
such Person or Persons have assumed in writing all the duties and obligations of the Owner or
Project User making such transfer or assignment under the Project Agreements which relate to
the interest being transferred or assigned.

WHEREAS, because the definition of "Project Agreements" includes the Colstrip Project
Transmission Agreement (Transmission Agreement), this "simultaneous transfer" provision
essentially requires for certain transfers or assignments that any Owner or Project User selling
all or a part of its interest in Units 384 to simultaneously sell its corresponding interest in the
Colstrip Project Transmission System (Transmission System).

WHEREAS, in order to recognize functional unbundling between generation and
transmission as required by Federal Energy Regulatory Commission (FERC) regulations, and to
allow an Owner or Project User to sell or transfer all or a part of its interest in Units 3&4 without
selling or transferring its corresponding interest in the Transmission System as required by this
“simultaneous transfer" requirement, the parties agree to amend the first sentence in the last
paragraph of Section 24 of the Ownership Agreement, and to add a new second sentence, by
inserting the following underlined language so that paragraph reads as follows:

No transfer or assignment of any interest in the Project or any part thereof
pursuant to subsections (d), (e), (f) or (g) above may be made unless
simultaneously the Owner's or Project User's rights under the Project
Agreements (except for the Transmission Agreement) which relate to
such interest are similarly transferred or assigned to the same Person or
Persons, and such Person or Persons have assumed in wriling all the
duties and obligations of the Owner or Project User making such transfer
or assignment under the Project Agreements (except for the
Transmission Agreement) which relate to the interest being transferred or
assigned. An Owner or Project User may transfer all of its rights to the
Project _and all Project Agreements (except for the Transmission
Aareement) and retain_all of its right, title and interest in and to the
Transmission System and the Transmission Agreement. Transfers or
assignments shall not relieve any Owner or Project User of any obligation
hereunder, excepl to the extent agreed in writing by all other Project
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Users. Any attempied or purported transfer made other than in
accordance with this Section 24 either voluntarily or by operation of law
shall be void and of no effect.

NOW, THEREFORE, the parties mutually agree to amend the Ownership Agreement as

follows:

1.

2.

The last paragraph of Section 24 is deleted and the following paragraph is
inserted in lieu thereof:

No transfer or assignment of any interest in the Project or any part thereof
pursuant to subsections (d), (e), (f) or (g) above may be made unless
simultaneously the Owner's or Project User's rights under the Project
Agreements (except for the Transmission Agreement) which relate to
such interest, are similarly transferred or assigned to the same Person or
Persons, and such Person or Persons have assumed in writing all the
duties and obligations of the Owner or Project User making such transfer
or assignment under the Project Agreements (except for the
Transmission Agreement) which relate to the interest being transferred or
assigned. An Owner or Project User may transfer all of its rights to the
Project and all Project Agreements (except for the Transmission
Agreement) and retain all of its right, title and interest in and to the
Transmission System and the Transmission Agreement. Transfers or
assignments shall not relieve any Owner or Project User of any obligation
hereunder, except to the extent agreed in writing by all other Project
Users. Any attempted or purported transfer made other than in
accordance with this Section 24 either voluntarily or by operation of law
shall be void and of no effect.

The Ownershlp Agreement, as amended by Amendment No. 1 and this
Amendment No. 2, remains in full force and effect.

IN WITNESS WHEREOF, the Parties hereto have executed this Amendment No. 2 in
several counterparts.

P/

THE MONTANA POWER COMPANY

By: N e LA o

e JEBEEE. N

geer tary
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PUGET SOUND POWER & LIGHT COMPANY,
now PUGET SOUND ENERGY, Tne.

7
s Ve sy Enent Sy

ATTEST:

Qﬂqu{%%/ff—“

Efretary

THE WASHINGTON WATER POWER COMPANY

By:

Its:

ATTEST:

Secretary

PORTLAND GENERAL ELECTRIC COMPANY

By:

Its:

ATTEST:

Secretary

PACIFIC POWER & LIGHT COMPANY,
now PACIFICORP

By:
Its:

ATTEST:

Secretary
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STATE OF MONTANA )

) ss.
County of Butte-Silver Bow )
On this _?uj_plday of \kluu. , 1998, before me, the undersigned Notary Public in
and for the State of Montand;' personaISy appeared A’f"“?\u) M NeikA , known to
me to be the _ fyec  \ia Yhandond of THE MONTANA POWER

COMPANY and acknowledged to me that he executed the within instrument on behalf of that
corporation.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate first above written.

l“:U Dens o g)é\ﬂ,i..&L u
Notary Public for the State of Montana
Residing at Butte, Montana
My Commission expires 100 K S

STATE OF WASHINGTON )
) ss.
County of King )

v 4
On this 13 2 day of l-—&r-* 1998, before me, the undersign jd Notary Public in

and for the State of Washingfon, eééonally appeared [g_}_,_u,x.w Soarow known to
me 1o be the |fae Gaid X céuﬂ %of PUGET SOUND POWER & LIGHT

COMPANY, now PUGET SOUNDAKERGYAndcknowledged to me that he executed the
within instrument on behalf of that corporatlon Te.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate flrsl above wrilten.

Notary Public for the State of Washjngton _
Residing at 6/8 Saspiaa, HAD Melrn P2
My Commission expirés ___¢0/7 2/97
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ATTEST:

Secretary

ATTEST:

erqum/

Secretary

ATTEST:

Secretary

ATTEST:

Secretary

By:

Its:

By:

Its:

By:

Its:

By:
Its:

PUGET SOUND POWER & LIGHT COMPANY,
now PUGET SOUND ENERGY

GTON WATER F’OWER COMPANY

I {Ifi

ygt O\u QL \OJ < C_?{_) + 'Trcaj’u.rm’

PORTLAND GENERAL ELECTRIC COMPANY

PACIFIC POWER & LIGHT COMPANY,
now PACIFICORP
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STATE OF WASHINGTON )

) ss.
County of Spokane )
On this 29™ day of _ Tuwe , 1998, before me, the undersigned Notary Public in
and for the State of Washington, personally appeared __ Jon E. £[/asser , known to

me to be the S¢.\Jjee _E?S?al.n@j‘__(‘ Fo & Treasupey of THE WASHINGTON WATER
POWER COMPANY and acknowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate first above written.

Sue Minec S Firic
Notary Public for the State of Washington
Residing at ___S¢b Kane__

My Commission expires __ /0 - /% 79

STATE OF OREGON )
) ss.
County of Mulinomah )
On this ___ day of , 1998, before me, the undersigned Notary Public in
and for the State of Oregon, personally appeared , known to me
to be the of PORTLAND GENERAL ELECTRIC

COMPANY and acknowledged to me that he executed the within instrument on behalf of that
corporation.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate first above written.

Notary Public for the State of Oregon
Residing at
My Commission expires
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By:

Its:

ATTEST:

Secretary

By:

Its:

ATTEST:

Secretary

By:

Its:

A‘?

Secretary

By:
Its:

ATTEST:

Secretary

PUGET SOUND POWER & LIGHT COMPANY,
now PUGET SOUND ENERGY

THE WASHINGTON WATER POWER COMPANY

PORyN GENERAL ELECTRIC COMPANY

7/ o
i ) : R
Senoe, iee FResrcbeti]
PACIFIC POWER & LIGHT COMPANY,
now PACIFICORP
Exh. RJR-3
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STATE OF WASHINGTCN )

) ss.
County of Spokane )
On this ___ day of , 1998, before me, the undersigned Notary Public in
and for the State of Washinglon, personally appeared , known to
me to be the of THE WASHINGTON WATER

POWER COMPANY and acknowledged to me that he executed the within instrument on behalf
of that corporation.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate first above written.

Notary Public for the State of Washington
Residing at
My Commission expires

STATE OF OREGON )
) ss.
County of Multnomah )
On lhls3 © day of Yvine , 1998, pefore me, the undersijgned Notary Public in
and for the State of Oregon, personally appeared alfen E. R lloc/ | known to me
to be the Nenig Vice "Pureaid et of PORTLAND GENERAL ELECTRIC

COMPANY ‘and acknowledged to me that he executed the within instrument on behalf of that
corporation.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate first above written.

i IO DG K ks
2 OFFIGIAL SEAL ) M A %L-“S
Notary Public forhe State of Oregon

A KAREN J. LEWIS
P/ NOTARY PUBLIC- OREGON Residing at ﬂd’f ok, (Dvesor
My Commission expires _s4/2.¢79¢

¥ COMMISSION NO.038820
MYCOMMIS“I(}N EXPIRES OCT 20, 1998
B N S e,
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ATTEST:

Secretary

ATTEST:

Secretary

ATTEST:

Secretary

ATTEST:
0 .

/i”?lft,Se ary P 7~

By:

Its:

By:

Its:

By:

Its:

By:
Its:

PUGET SOUND POWER & LIGHT COMPANY,
now PUGET SOUND ENERGY

THE WASHINGTON WATER POWER COMPANY

PORTLAND GENERAL ELECTRIC COMPANY

PACIFIC POWER & LIGHT COMPANY,
now PACIFICORP

WA

“Vice! Hees, DeaT
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STATE OF OREGON )
) ss.
County of Multnomah )

On this _LO-_d'day of ﬂil l!// , 1998, pefare me, the pndersigned Notary Public in
and for the State of Or on, peff ﬁly appeared E;‘mg k™ 11 ;g;lgﬁ LA known to me
to be the _YALg-] )Luuc of PACIFIC POWER & LIGHT
COMPANY, now PACIFICORP and acknowledged to me that he exacuted the within instrument

on behalf of that corporation.

IN WITNESS WHEREQF, | have hereunto set my hand and affixed my Notarial Seal the
day and year in this certificate first above written.

OFFICIAL SEAL
JENNIFER A \wow:rogN )
NOTARY PUBLIC-OREG
COMMISBION NO. 313007 g"—‘“’i‘ ) Bszon i
MY COMMISSION EXPIRES JUN 1,2002 esiding at 7 / (o bl -
My Commission explres

r\sparks\bh\amendment.doc
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Colstrip Units 3&4 Ownership and Operation Agreement

Amendment No. 3

This Amendment No. 3 is made to that certain Ownership and Operation Agreement for
Colstrip Units 3&4 entered into as of May 6", 1981, as amended by Amendment No. 1
(dated October 11" 1991) and Amendment No. 2 (dated July 13" 1998) (“the
Ownership Agreement”) by NORTHWESTERN CORPORATION, PUGET SOUND
ENERGY, INC., AVISTA CORPORATION, PORTLAND GENERAL ELECTRIC
COMPANY, PACIFICORP and PPL MONTANA, LLC,

All terms defined in the Ownership Agreement shall have the same meanings
when used in this Amendment No. 3.

WHEREAS, the treatment of administrative and general expenses specified in the

Ownership Agreement was developed based on the Montana Power Company’s status as
a regulated utility;

WHEREAS, PPL Montana, LLC, the current Operator, is not a regulated utility
and does not track administrative and general expenses in the same manner as Montana
Power Company, the past Operator; and

WHEREAS, the parties have agreed to a new method for PPL Montana, LLC to
recover administrative and general expenses effective for year 2004.

NOW, THEREFORE, the parties mutually agree to amend the Ownership
Agreement as follows:

1. Exhibit “B” contained in the Ownership Agreement is deleted and the
attached Exhibit “B” is inserted in lieu thereof.

2. The Ownership Agreement as previously amended remains in full force and
effect.

IN WITNESS WHEREQOF, the Parties hereto have executed this Amendment No.
3 in several counterparts.
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NORTHW?TEBN CORPORATION

By:

Pat Corcoran
Vice President of Regulatory Affairs

PUGET SOUND ENERGY, INC.

By: - Date:
Paul Wiegand

Vice President, Project Development and Contract Management

AVISTA CORPORATION

By: Date:
Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:
Steve Quennoz
Vice President of Generation

PACIFICORP

By: . Date:
Barry Cunningham
Senior Vice President of Generation

PPL MONTANA, LLC

Date: 5, //7 é) j(

By: /ﬁwfl/£ [ Zepcet Date: %ﬁ% /‘/ 07093/

Bradley Spéficer b
Vice President and Chief Operating Officer
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NORTHWESTERN CORPORATION

By: Date:

Pat Corcoran
Vice President of Regulatory Affairs

PUGET SOUND ENERGY, INC

By: Date: _ S I ID) o4
L
ent, Project Development and Contract Management
AVISTA CORPORATION
By: Date:

Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:

Steve Quennoz
Vice President of Generation

PACIFICORP

By: ' Date:

Barry Cunninghé.m
Senior Vice President of Generation

PPL MONTANA, LLC

By: Date:

Bradley Spencer
Vice President and Chief Operating Officer
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NORTHWESTERN CORPORATION

By: Date:
" Pat Corcoran
Vice President of Regulatory Affairs

PUGET SOUND ENERGY, INC.

By: Date:
Paul Wiegand

Vice President, Project Development and Contract Management

AVISTA SORPORATION

By: Wﬁ {)ﬂ%—’—- Date:

Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:
Steve Quennoz
Vice President of Generation

P ACIFICORP

By: _ Date:
Barry Cunningham
Senior Vice President of Generation

PPL MONTANA, LLC

By: Date:
Bradley Spencer
Vice President and Chief Operating Officer

s-10-0d
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NORTHWESTERN CORPORATION

By: Date:

Pat Corcoran
Vice President of Regulatory Affairs

PUGET SOUND ENERGY, INC.

By: Date:

Paul Wiegand
Vice President, Project Development and Contract Management

AVISTA CORPORATION

By: Date:

Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By: Date: 5/1;"&60‘?——
Steve Quennoz :

Vice President of Generation

PACIFICORP

By: Date:

Barry Cunningham
Senior Vice President of Generation

PPL MONTANA, LLC

By: Date:

Bradley Spencer
Vice President and Chief Operating Officer
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NORTHWESTERN CORPORATION

By: Date:

Pat Corcoran
Vice President of Regulatory Affairs

PUGET SOUND ENERGY, INC.

By: Date:

Paul Wiegand

Vice President, Project Development and Contract Management

AVISTA CORPORATION

By: Date:

Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By: _ Date:

Steve Quennoz
Vice President of Generation

PACIFICO .

By: ( A Date:

Cunningham @
enior Vice President oFGeneration

PPL MONTANA, LLC

By: Date:

Bradley Spencer
Vice President and Chief Operating Officer

_5’//.27/0{2/
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Exhibit B

Colstrip Units #3 & #4

Ownership and Operation Agreement
Page 1 of 2

ADMINISTRATIVE AND GENERAL

As reimbursement for administrative and general (A& G) expenses indirectly applicable to
Colstrip Units 1, 2, 3 & 4 (“the Plant”), but not charged thereto, PPL Montana, LLC
(“Operator”) will charge to Costs of Operation an Annual A&G Charge determined as follows:

General Approach--Direct and A&G Charge Determination

Expenses related to PPL’s personnel whose primary work location is the Plant site will be
direct charged to the appropriate Plant account. With the exception of Legal and
Information Services/Technology Departments, expenses related to the PPL’s personnel
located in the Billings office will be covered by the Annual A&G Charge. Their salary,
benefits, travel and other expenses will not be directly charged to the Plant. Legal and
Information Services/Technology Departments, including PPL employees located in
either the Billings office or PPL Corporate headquarters will be charged as follows.

Costs of IS/IT services consist of Business Solutions and Workstation Services.

1) Business Solutions include such items as Corporate Allentown Document
Management, Wide Area Network, Copier Charges, Telecommunications,
Passport (Work Management Software), Web Support, Database Services and
General IS. Expenses related to these items will be charged out as a percentage
(%) of the total cost. Expenses for employees at “the Plant™ will be direct
charged. Expenses related to the Operators personnel located in the Billings
office will be covered by the Annual A&G Charge.

2) Workstation Services include such items as Workstations, Monitors, Printers,

Software, On-Site Technical Support, Network Storage, and Other Services.

Expenses related to these items will be charged at a standard rate, based upon

actual item “counts™ each month. Expenses for employees at “the Plant” will be
- direct charged. Expenses related to the Operators personnel located in the
‘Billings office will be covered by the Annual A&G Charge.

IS/IT salaries, benefits, travel and other expenses will be factored into the Business
Solutions and Workstation Services items above, and allocated accordingly.

The PPL Office of General Counsel (OGC) salaries, benefits, outside counsel costs and
expenses, travel and other expenses will be direct charged to the appropriate Plant
account when associated with a Colstrip matter. General OGC charges will flow through
as part of the Annual A&G Charge if deemed to benefit all units.

Corporate Services and Support provided by PPL Corporate personnel include Human
Resource Management, Corporate Disbursements (Payables and Payroll Functions) and
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Exhibit B
Colstrip Units #3 & #4
Ovwmership and Operation Agreement
Page 2 of 2
Executive Management oversight. Expenses incurred by the Operator for these services
will be included in the Annual A&G Charge.

Annual Adjustment of A&G Costs

Total Annual Plant A&G charges for 2004 will be set at a Base Amount of $2,760,000.
The Base Amount for each subsequent year will be the prior year’s Base Amount
multiplied by 1.027. The Base Amount for year 2009 will be reviewed for
reasonableness when preparing the 2009 budget.

Determination of Charges to the Unit 3 & 4 Project Owners:

Audit:

The Annual A&G Charge to the Unit 3&4 Project will be determined each year by
multiplying (a) the ratio of direct labor dollars budgeted to Units 3&4 to the total direct
labor dollars budgeted to the Plant by (b) the Base Amount for that budget year. The
Operator will charge the Colstrip Unit 3 & 4 Project one-twelfth (1/12) of the Annual
A&G Charge each month.

The Project Owners agree to forego routine audits of the A&G charges, except to confirm
the proper application of the annual adjustment. The Project Owners reserve the right to
audit the Operations and Maintenance (O&M) charges to verify they are accurate and do
not contain expense items that should be included in the Annual A&G Charge, as
described in this agreement.
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Colstrip Units 3&4 Ownership and Operation Agreement

Amendment No. 4

This Amendment No. 4 is made to that certain Ownership and Operation Agreement for
Colstrip Units 3&4 entered into as of May 6", 1981, (“the Ownership Agreement™) by
NORTHWESTERN CORPORATION, PUGET SOUND ENERGY, INC., AVISTA
CORPORATION, PORTLAND GENERAL ELECTRIC COMPANY, PACIFICORP
and PPL MONTANA, LLC.

All terms defined in the Ownership Agreement shall have the same meanings
when used in this Amendment No. 4.

WHEREAS, the treatment of administrative and general expenses specified in the
Ownership Agreement was developed based on the Montana Power Company’s status as
a regulated utility;

WHEREAS, PPL Montana, LLC, the current Operator, is not a regulated utility
and does not track administrative and general expenses in the same manner as Montana
Power Company, the past Operator;

WHEREAS, pursuant to Amendment No. 3 of the Ownership Agreement, the
parties agreed to a method for PPL Montana, LLC to recover administrative and general

€Xpensces;

WHEREAS, pursuant to Exhibit B to Amendment No. 3, the parties agreed to
review the administrative and general expenses for reasonableness when preparing the
2009 budget; and

WHEREAS, after said review of the administrative and general expenses, the
parties have agreed to increase the Base Amount and annual multiplier of the A&G
Charges effective for year 2009.

NOW, THEREFORE, the parties mutually agree to amend the Ownership
Agreement as follows:

1. Exhibit “B” contained in Amendment No. 3 of the Ownership Agreement is
deleted and the attached Exhibit *B” is inserted in lieu thereof.

(]

The Ownership Agreement as previously amended remains in full force and
cffect.
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IN WITNESS WHEREOF. the Parties hereto have executed this Amendment No.
4 in several counterparts.

Date: 7/3[ f()ﬁ‘,

Dave Gates
Vice President, Wholesale Operations

PUGET SOUND ENERGY, INC.

By: Date:
Paul Wiegand
Vice President, Power Generation

AVISTA CORPORATION

By: Date:

Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:
Steve Quennoz
Vice President, Power Supply

PACIFICORP

By: Date:
Joe Moare
Vice President of Generation

PPL MONTANA, LLC

By: Date:
Bradley Spencer
Vice President and Chief Operating Officer
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IN WITNESS WHEREQF, the Parties hereto have executed this Amendment No.

4 in several counterparts.

NORTHWESTERN CORPORATION

By: Date:

Dave Gates
Vice President, Wholesale Operations

PUGET SOUND ENERGY, INC. _~

By: - 7 Date

Pafil Wieg
Vice ent, Power Generation

AVISTA CORPORATION

By: Date:

Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:

Steve Quennoz
Vice President, Power Supply

PACIFICORP

By: Date:

Joe Moore
Vice President of Generation

PPL MONTANA. LLC

By: Date:

Bradley Spencer
Vice President and Chief Operating Officer

N ,175/ o2
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IN WITNESS WHEREQYF, the Parties hereto have executed this Amendment No.

4 in several counterparts.

NORTHWESTERN CORPORATION

By: Date:

Dave Gates
Vice President, Wholesale Operations

PUGET SOUND ENERGY, INC.

By: Date:

Paul Wiegand
Vice President. Power Generation

. [STﬁR/?BMZL b _6/25/09

Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:

Steve Quennoz
Vice President, Power Supply

PACIFICORP

By: Date:

Joe Moore
Vice President of Generation

PPL MONTANA, LLC

By: Date:

Bradley Spencer
Vice President and Chief Operating Officer

Exh. RJR-3
Page 83 of 88



NORTHWESTERN CORPORATION

By: Date:
Dave Gates
Vice President — Wholesale Operations

PUGET SOUND ENERGY, INC.

By: Date:
Paul Wiegand
Vice President, Project Development and Contract Management

AVISTA CORPORATION

By: Date:
Dennis Vermillion
President & COO

PORTLAND GENERAL ELECTRIC COMPANY

By: _M-’KM Date: 07/30 Iﬂ 2
Steve Quennoz e
Vice President of Generation

PACIFICORP

By: Date:
Joe Moore
Vice President of Generation

PPL MONTANA, LLC

Date: /18 /Of

By:
Bradley Sperifer
Vice President and Chief Operating Officer
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IN WITNESS WHEREOF, the Parties hereto have executed this Amendment No.

4 in several counterparts.

NORTHWESTERN CORPORATION

By: Date:

Dave Gates
Vice President, Wholesale Operations

PUGET SOUND ENERGY, INC.

By: Date:

Paul Wiegand
Vice President, Power Generation

AVISTA CORPORATION

By: Date:

Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:

Steve Quennoz
Vice President, Power Supply

PACIFICORP
By, Soen of otz Date:
Joe Moore

Vice President of Generation

PPL MONTANA, LLC

By: Date:

Bradley Spencer
Vice President and Chief Operating Officer

Exh. RJR-3
Page 85 of 88



IN WITNESS WHEREOQF, the Parties hereto have executed this Amendment No.

4 in several counterparts.

NORTHWESTERN CORPORATION

By: Date:

Dave Gates
Vice President, Wholesale Operations

PUGET SOUND ENERGY, INC.

By: Date:

Paul Wiegand
Vice President, Power Generation

AVISTA CORPORATION

By: Date:

Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By: Date:

Steve Quennoz
Vice President, Power Supply

PACIFICORP

By: Date:

Joe Moore
Vice President of Generation

PPL MONTANA, LLC

Vice President and Chief Operating Officer

Date:

7/3a/oF
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Exhibit B

Colstrip Units #3 & #4

Ownership and Operation Agreement
Page | of 2

ADMINISTRATIVE AND GENERAL

As reimbursement for administrative and general (A&G) expenses indirectly applicable to
Colstrip Units 1, 2, 3 & 4 (“the Plant™). but not charged thereto, PPL. Montana, LL.C
(“Operator™) will charge 1o Costs of Operation an Annual A&G Charge determined as follows:

General Approach — Direct and A&G Charge Determination

Expenses related to PPL’s personnel whose primary work location is the Plant site will be
direct charged to the appropriate Plant account. With the exception of Legal and
Information Services/Technology Departments. expenses related to the PPL’s personnel
located in the Billings office will be covered by the Annual A&G Charge. Their salary,
benefits, travel and other expenses will not be directly charged to the Plant. Legal and
Information Services/Technology Departments. including PPL employees located in
either the Billings office or PPL. Corporate headquarters will be charged as follows:

Costs of IS/I'T services consist ol Business Solutions and Workstation Services.

1) Business Solutions include such items as Corporate Allentown Document
Management. Wide Area Network, Copier Charges. Telecommunications,
Passport (Work Management Software). Web Support. Database Services and
General IS. Lxpenses related to these items will be charged out as a percentage
(%) of the total cost. Expenses for employees at “the Plant™ will be direct
charged. Expenses related to the Operator’s personnel located in the Billings
office will be covered by the Annual A&G Charge.

2) Workstation Services include such items as Workstations, Monitors, Printers,
Software. On-Site Technical Support, Network Storage, and Other Services.
Expenses related to these items will be charged at a standard rate, based upon
actual item “counts™ each month. LExpenses for employees at “the Plant™ will be
direct charged. Expenses related to the Operator’s personnel located in the
Billings office will be covered by the Annual A&G Charge.

IS/IT salaries. benefits. travel and other expenses will be factored into the Business
Solutions and Workstation Services items above. and allocated accordingly.

The PPIL. Office of General Counsel (OGC) salaries. benefits. outside counsel costs and
expenses, travel and other expenses will be direct charged to the appropriate Plant
account when associated with a Colstrip matter. General OGC charges will flow through
as part of the Annual A&G Charge if deemed 1o benefit all units.

Corporate Services and Support provided by PPL. Corporate personnel include Human
Resource Management, Corporate Disbursements (Payables and Payroll Functions) and
Executive Management oversight. lixpenses incurred by the Operator for these services
will be included in the Annual A&G Charge.
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Exhibit B

Colstrip Units #3 and #4

Ownership and Operation Agreement
Page 2 of 2

Annual Adjustment of A&G Costs

Total Annual Plant A&G charges for 2009 will be set at a Base Amount of $3,300.000.
The Base Amount for cach subsequent year will be the prior year’s Base Amount
multiplied by 1.03. The Base Amount for the year 2014 will be reviewed for
reasonableness when preparing the 2014 budget.

Determination of Charges to the Unit 3 & 4 Project Owners

The Annual A&G Charge to the Unit 3&4 Project will be determined each year by
multiplying (a) the ratio of direct labor dollars budgeted to Units 3&4 to the total direct
labor dollars budgeted to the Plant by (b) the Base Amount for that budget year. The
Operator will charge the Colstrip Unit 3&4 Project one-twelfth (1/12) of the Annual
A&G Charge cach month.

Audit

The Project Owners agree to forego routine audits of the A&G charges, expect to confirm
the proper application of the annual adjustment. The Project Owners reserve the right to
audit the Operations and Maintenance (O&M) charges to verify they are accurate and do
not contain expense items that should be included in the Annual A&G Charge, as
described in this agreement.
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