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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 COI'I'IPP,l0.l, a
Montana corporation, and FIRST TRUST COMPANY OF MONTANA, a Montana
corporation, .a s trustee under The Hontana Power Comp.any Construc­
tion Trust (collectively "f1ontana"); PUGET SOUND POWER & LIGHT
COf1PANY, a Washington corporation, and PUGET COLSTRIP CONSTRUCTION
COr1PANY, a Washington corporation (collectively, "Puget ll

) ; THE
WASHINGTON WATER POWER COf1PANY, a Washington corporation (IIWater
Power"); PORTLAND GENERAL ELECTRIC COMPANY, an Oregon corporation
(IIPortland ll ) ; PACIFIC POWER & LIGHT COf1PAJ.'N, a Maine corporation
("Pacific ll

) ; and BASIN ELECTRIC POWER COOPERATIVE, a North Dakota
cooperative corporation ("Basin Electric ll

) :

WITNESSETH:

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

1. Definitions

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

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

( (c)
Montana

"Coal suppLi.er " shall. mean v.TESTERN ENERGY COMPANY, a
corporation, or its successor under the Coal Agreement.
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(d) "Committee ll means the committee provided for in Section
17 hereof.

(e) "Common Facilities" means that portion of the property
described in the Common Facilities Agreement which 1S allocated to
the Project.

(f) IIConstruction" 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) IICosts of Operationl/ shall have the mean1ng set forth in
Section 9 hereof.

c'
(i) "Elective Capital

ments, and replacements to
Additions.

Addi tions II means additions,
the Proj ect that are not

better­
Capital

(

(j ) "Net Generating Capabili t.y " 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 there6f,
all as determined at any time by the Operator under guidelines
developed by the Con~ittee.

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

(1) II Owners II means f10ntana, 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) IIPerson" means any individual, partnership, corporation,
trust, joint venture, or unincorporated organization.

(n) "Project ll 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 "A" hereto) located near Colstrip,
Montana. The Project shall not include the Transmission System
defined in section 2(p) of the Transmlssion Agreement.

(0) IIproject Agreements ll means this Agreement together with
the following agreements to be entered into relating to Colstrip
Uni ts ~f3 and ~t4:

(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 "Coa I
Agreement ll

;

(ii) Colstrip Project Transmission Agreement (the IITrans­
mission Agreement ll

) ;

(iii) Common Facilities Agreement.

(p) "Pzo j ect Share II shall have the meaning set forth in
section 2(b) hereof.

(q) "Pro j ec t. 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 II 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 or 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 of t.he
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 pubLi,c en­
joyment, understanding' and acceptance of the Project. Prudent
Utili ty 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 pr~ctices,

methods and acts that are required by applicable Laws and final
orders or regulations of regulatory agencies having jurisdiction.

2. Ownership of Project

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

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

(

Montana
Puget
Por t.Larid

27.9 %
23.25%
18.6 %

-3-

Water Power
Pacific
Basin Electric

13.95%
9.3 %
7.0 %
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(b) Each Proj ect User shall have a proj ect share (IIProj ect
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 wi-th 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 dud become the rEspective obligations of Each Owner and
each Proj ect User, and their respective successors and assigns.

(e) Each OHner and each Project User shall promptly take all
action (including, but; not limited to, obtaining all requisite
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,
acknow.Ledqment , delivery and recordat.ion 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 Userls.respective interests
in the Project.

(f) Each Proj ect 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 t.he i r
employers advised concerning matters involving the Proj ect. The
salary and related costs of the representatives shall be an
expense of each respective employer. Operator shall not direct
the wor k 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.

-4-
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(g) Each of the owner s and Proj ect Users shall have the
right at all reasonable times to inspect the proj ect and all
Project records. The Operator shall provide access and safe and
sufficient equipment and facilitie~ required for such inspection.

(

(

3. Operator

(a) The O\olners and Project Users hereby appoint The Montana
Power Company, and The Montana Power Company hereby. accepts ap­
pointment, as the Operator of the Project (1I0perator"). 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 Proj ect persouneL, and pay all Costs of cori­
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,
regulations, 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 Comm i ttee members repre­
senting at least 50% of the total Proj ect 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 Cornmittee shall thereupon 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 power in

-5-
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accordance with any guidelines 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. If 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 equitably 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 Proj ect
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. Subj ect to the rights of the other
Owners and Proj ect Users to inspect the Proj ect, the Operator
shall control access to the Project.

(i) The Operator shall develop and maintain a preventive
maintenance progr~l 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
Proj ect Architect-Engineer, 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· is necessary or
appropriate to' seek and obtain all licenses, permits and other

-6-

Exh. RJR-13 
8 of 88 



rights and regulatory approvals necessary for the Construction,
operation and maintenance of the Project, on behalf of itself and

<; the other Owners and Proj ect Users. However, the Owners and
Project Users acknowledge that t.her e 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 Proj ect 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 wi,th standards of high
quality.

(d) The Operator shall dispose of surplus Project property
in accordance with the directions of the Committee. Proceeds from
such disposal shall be distributed or allocated to the Owners in
accorda.nce with tileir respective percentage undivided ownezs h.i p
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 initial 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 receive8 on sums of money deposited
in the Construction Trust Account referred to in section 8 (a)
hereof. wi thout limiting the generality of the foregoing, such
costs shall include:

(a) All costs of preliminary si-te investigation and devel­
opment, land acquisition, architectural and engineering services,

-7-
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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 Proj ect 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 "BII 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 estimat~ of Cap~tal Retirements and related costs
in each quarter hereafter to the completion of Construction,
tOgether with an estimated cash flo\'1 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

-8-
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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 qualifications meeting all requirements imposed
upon depositories for any of the Owners or Project Users. 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, e ach Project User
shall deposit (or cause deposit of) into the Construction Trust
Account its Proj ect Share of a wo.rk i.nq fund of $50, 000. Operator
shall periodically notify each Project User a reasonable period of
time in advance, as determined from t.i.me to time by the Committee,
or in the event of an emergency as soon as practicable, of expendi­
tures f'o r 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 irrunediately available on
the dates specified in the not.ification.

(c) At the time of execution of this Agreement or promptly
thereafter, each Project User shall have paid (or caused pa}mlent
of) its Project Share of the accumulated Costs of Construction
paid prior to the date of such execut.ion, 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 Userls lease or financing of its Project Share
shall be berne 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 emp16yees, on an actual time basis
including rel~ted fringe benefits and payroll taxes;

-9-
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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 costs;
-

(g) All costs of insurance obtained pursuant 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

(j) Administrative and general costs of Operator applicable
to Project operation and maintenance as determined in accordance
with Exhibit UBI! 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 \'1ill
submit budget revisions as may become necessary from time to time
during any operating year which the Coromitteeshall promptly
consider and which shall similarly be subject to approval by the
Committee. The budget will guide expenditures for operating and
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me i nt.enance 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 required by the Project Users
when repairs could be effected more rapidly by expenditure of
overtime and other expediting costs, the Proj ect Users wi Ll 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 Proj ect in operable condition, that the Operator be in a
positioD t;o meet commitments for payroll, repairs and replace­
ments, materials and supplies, services and other expenses of a
continuing nature in order that it may fulfill its obligations to
the Owners and Proj ect Users as Operator under this Agreement.
Accordingly, notwithstanding Clny of the provisions of this Section
10, the Operator, 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 e~penditures, the Operator shall make
a full report thereof to the Committee. The Operator shall take
any action required 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 Comrnit.t.e e shall determine, Operator
shall establish a separate trust account (1I0peration Trust Ac­
count;" ) in a bank located in the State of f.1ontana 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 shall
\vi thdraw 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 Proj ect 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
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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. .

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

12. Coal Fuel

(a) Each Proj ect 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 wi,th
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 :cequirements of the Project Users
pursuant to section 13 of this Agreement and to meet the Project
Users' respective coal storage requirements.

(b) Each Proj ect User shall have the right to use the coal
storuge area in the same proportibn as its Project Share. 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 \vith 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 Proj ect User temporarily using the
area shall make such arrangements as are necessary in order to
avoid any such interference. I f any Proj ect User suffers an
economic loss in the form of increased coal costs or penal ties
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. I f the coal in storage, as
determined by such survey, is 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
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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) If casualty' or other ~orces 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 iQ 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 eguitably
allocating to each Proj ect 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 Proj ect Users,
the tonnage in and out of storage, the tonnage 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.

(i) Each Project User shall pay before delinguency its
Project Share of the Fixed Charge payable under section 7 of the
Coal Agreement. Each Proj ect User shall pay before delinguency
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 (~, 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 Proj ect Share of the Proj ect I s Net Generating Capability.

" Subj ect to the terms, covenants, and corid i, tions contained in the
Proj ect Agreements, the' Operator wi Ll, operate the Proj ect a n
accordance with such generation schedules.

(b) Before 4:00 p.m. Mountain Time of each day, the Project
Users shall make available to Operator -t.he 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 whi ch is wi thin the ability of the Proj ect to
perform; provided, however, that if any Project User schedules a
rate of change of output less than its Project Share of such
Proj ect ability, the other Proj ect 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 Proj ect User IS Proj ect Share of the
minimum operating capability of the Proj ect unless all Project
Users agree on a ahut.dovm of t.he Proj ect; provided, however , that
if at times one or more Project User schedules more than their
Proj ect Share of the minimum operating capability, the Proj e ct;
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 requirements
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 Conunii.:.tee 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
Proj ect 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 Genera-ting 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 othe:t;'wise mutually be agreed, shall be
equal to such Project User's Project Share of reduced Net Generat­
ing Capability and the schedule for -e aoh Proj ect User, which had
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more energy scheduled than is available for such Proj ect 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 ma j or mainten­
ance as required by the manufacturers' applicable conditions of
sale and delivery of the affected facilities and equipment or as
the manufacturer may advise from time t.o time, unless otherwise

( directed by the Committee.

(b) 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 Proj ect 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
adIninistrative and general cos-ts as s oci.a ted wi t.h t.he Proj oct.
Such books and records shall be retained by Operator for such
period as is 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 books, records,
documents and other evidence pertaining to the costs and expenses
incurred or claimed under such coirt.ract; 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 Proj ect pro­
vided that pr~prietary 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 Proj ect 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 Ovmer 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 Operator 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 requested by such Owner
or Project User.

(f) At the request of any Owner or ect 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 Proj ect, the
Transmission System, the Common Facilities, any of the Proj ect
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 Proj ect with responsible insurers, with each Owner and
Proj ect User as a named assured and with losses payable to the
respective Owners and Proj ect Users for their benefit as their
respective interests may appear, to protect and insure against:
worker's compensation and employer's liability, 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 I 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 poLi.c i.es 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
t:i.ve 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 Proj ect Users,
their agents and employees, for losses, costs, damages, or ex­
penses arising out of the Construction, operation, maintenance,
reconstruction 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 Proj ect
User. Upon request of an Owner or Proj ect User, any Owner or
Proj ect User will provide copies of policies of insurance de­
scribed in section 16 (b) . Operator shall notify the owner s and
Project Users of 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 voce the entire Proj ect
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 Committ~e 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

-17-

Exh. RJR-13 
19 of 88 



(

successors and assigns acting collectively} may appoint an alter­
nate or alternates to serve on the Committee in the absence of the
regular Committee member or to act on specified occasions or Ylit.h
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 reques ted 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 Cornmi. ttee by
means of conference telephones or similar co~nunications equipment
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 cOlMlunications equipment shall consti­
tute presence in person at the meeting. The COlnmittee may appoint
such subcommittees as it deems necessary or appropriate and by
unanimous action, may delegate appr ova L aut.ho r i, ty to such subcom­
mittees. Operator shall prepare written minutes of all meetings
and distribute them to each Comrn i t.t.e e member w i.thin a reasonable
time after each meeting. Unless otherwise mutually agreed,
Opera-tor's member shall act as Chairman of the Committee.

(d) Any action which may be taken at a meeting of the Com­
mi ttee may be taken \'li thout a meeting if all Comm i.ttee members
consent in ~riting. The COIT@ittcc ffiQY, by un~nimous action, adopt
wr i tten procedures for review and app r ovz.L of matters requiring
(:Ji1uni ttee approval, whi.ch procedures may include, but; are not
limited to, modifying of maximum allouable times for approval,
waiver of portions of information required, and advance approvals.

(e) Operator shall use its best efforts to keep all members
of the Con~ittee informed of all significant matters with respect
to Construction, operation and maintenance of the Proj ect (in­
eluding, \Vithout limitation, plans, specifications I engineering
studies, environmental report.s, budqet.s , 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 Comm i ttee member, Operator shall furnish
or make available, with reasonable promptness and at reasonable
times I 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 commi ttee member, plus at least tHO other Committee
members so that the committee members voting for approval repre­
sent at least 55% of the total Project Shares:

(i) Any proposal made by t.wo Committee members ap­
pointed by Project Users other than Operator except
as.provided in sections 17(j} and 17(k};
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(ii) Con~ction and operating budgets and changes
therein except as provlcted in Section 17 (j ) ;

(iii) Any changes
tion Trust
except as

in the working fund in the Construc­
Account or operation Trust Account,

provided in Seci:ions 8 (d) and 11 (c) ;

(iv) AHard
order,
excess

of any corit.ract , approval of any change
or p aymerrt. of any controverted claim, in

of $500,000;

(

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

(vi) Estimate of cost of repair or damage to the Pro­
ject if in excess of $2,000,000, recommendation
~~lether 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 minimum amount as is established by the
Commit.t.ee ;

(viii) Settlement of third party claims
Project in excess of $500,000;

against the

(ix) Any proposal by Operator to issue a purchase order
to or contract wi.th any other Proj ect User for
facili ties, goods, services, or ot.her i terns to be
provided to the Project;

(xi) Any other action required to be taken by the
comma t.t.ee pursuant to this Agreement for whi ch a
procedure or voting percentage for reaching ap­
proval is not otherwise specifi~ally provided.

'C

(x) The establishment of the
commencement of operation
poses of Sections 3.2 and
ment; and

estimated date of the
of each" unit for pur­
3.5 of the Coal Agree-

(g) All proposals· of Operator relating to any matters
regarding the construction, operation and maintenance of the
Proj ect submitted to the Conuni ttee 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 Proj ect User as may be required by any regulatory authority
to be maintained by such Project User.
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(h) I f any matter submitted to the Committee under section
17 (f) above is not approved by a vote wi thin 10 days after the
original submission to the Committee, or within such longer time
as the Cornmi t.t.ee may decide upon unanimously, then each member of
the Committee who declines to vo t.e approval shall, upon demand of
Operator or any Committee member voting for approval of the
matter, specify in a wr it.t.eri statement his reasons for declining
approval, and shall also state therein what; alternative, if any,
is acceptable to him. Such statement shall be submitted to the
other Committee members Hi thin 10 days after expira-tion of the
later of (i) the member's receipt of a demand for a.written state­
men-t of his reasons for declining approval or (ii) such longer
period as the Cornrn.i ttee may decide upon unanimously. Each member
who has not submit.t.e d such wz i,tten s t.at emerrt; wi thin the time
provided in the preceding s errt.erice shall be deemed to have ap­
proved the matter as submitted by Operator. Immediately after
receipt of such statements from COlnmittee.mcmbers representing at
least 45% of the total Project Shares, Opera-tor may refer the
disputed matter too arbitration pursuant to Section 18 of this
Agreement. If Oporator elects not. to do so arid does not submit an
al ternative proposal., Committee members represen-ting at least 45%
of the total Project Shares may refer such matter to arbitration
pursuant to Section 18.

(i) Two Comrn i. ttee members appoin-ted by Proj e ct; Users other
than oper at.o r may submit to the Cornmi ttee any proposal which con­
f'ozms wi.t.h the re qu.i rcmerrt.s .i.mpos e d on Operator under Section
17 (g) by serving -.l. copy of such proposal on all other Cammittee
members. Within 15 days after receipt of such proposa.l, Operator
shall submit one or more written alternative proposals. Such an
al ternative proposal may be that t.he Proj ect continue to be con­
structed, operated or maintained in the manner previously planned.
The Committee shall meet wi, th reasonable promptness and vote on
such proposals. I f the Conun i.t.t.e e approves in accordance Hith this
section any of Operator's proposals, the proposal of the other
Commit-tee membe r s shall be dismissed and ope r a t.o r shall implement
i.ts approved proposal. I f the Comm.ittee 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 submis.sion of further proposals or it shall
dismiss all proposals. If the Committee does not require further
proposals or dismisses all proposals, the Cornm i. ttee member ap­
pointed by Operator or the Committee members submitt.ing any such
proposal, as the case may -be, may sUbmit i-ts proposal to arbi­
tration within 15 days after the Conuni ttee vote. The arbitrator
shall then consider Operator's proposal and det.e rm i ne if its
proposal is in accordance Hith Prudent utility Practice. If the
arbitrator so determines, Operator shall proceed accordingly and
the proposal of the other Commi-ttee members shall be dismissed.
If the arbitrator determines Operator's proposal is not in ac­
cordance with p~udent Utility Practice, he shall then consider the
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proposal of such other committee members and determine if such
/' proposal of such other Cornm.i ttee members is in accordance with
l Prudent utility Practice. If the arbitrator determines such

proposal is in accordance with Prudent utility Practice, Operator
shall proceed w.i. th the proposal. I f the arbitrator determines
that none of the proposals conform wi, th Prudent utility Practice,
he shall dismiss all proposals and terminate the arbitration.

(j ) Proposals for Eleccive cap i.t.aL Additions in excess of
$25,000 shall require app r ova L of Comm i,ttee members c representing
at least 85% of the total Project Shares.

(k) Proposals for the substitution or replacement o f the
Operator shall require approval of Committee merr~ers representing
at least 65% of the total Project Shares.

(1) The Committee is t.he successor to the group known as the
Steering committee, and by execution of this Agreement, each Owner
and Project User r a t i.f i e s f confirms and adopts all prior actions

( of said steering Co~nittee.

(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 wi th approval of Comm i,ttee
members r ep r e s enti.nq at least 85% of the total Proj ect Shares.

18. Arbitration

(

Any controversies arising out of or relating to this Agree­
ment which cannot be resolved through negotiations among the
Proj ect Users wi thin thirty (30) days after inception of the
matter in dispute shall, upon demand of any Project User involved
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 Proj ect 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 conduc-ted in Spokane,
WEishington, 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 v1ri ting 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 Ov111 attor-
ney's fees and costs of witnesses.

19. Damage to the Project

(a) I f the Proj ect suffers damaqe 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
unanimously 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) I f the Proj ect suffers damage t;o 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 Proj ect shall be ended pursuant to Section 31,
Operator shall determine the estimated fair market ~alue of the
Proj ect if it Here then terminated wi, thout repair and the esti­
mat.ed t.ot.aL cost of repair and shall promptly submi t; to the
Committee its recommendation as to whether the Proj ectshould be
repaired in whole or in p3rt, and if not repaired in whole, what
portions of the Project should be withdrawn from further service,
removed from the Project and sold as salvage pursuant to section
31. I f Operator IS r-ecommerida'ti.on to repair the Proj ect is ap­
proved by the committee, t.hcn Operator shall prepare a budget for
the co s t, of repair and shall s ubm i t; its recom..meridat.i.orrs together
with its budget to the Committee.

(i) Upon unani.rnous approval by the Committee of the
recommendation and a budget, Operator shall proceed
to repair the Project and each Project User shall
pay (or cause to be paid) i Jcs Proj ect. Share of t.he
cost of repair. If Operator's recoli@endation is to
remove part or all of t.he Proj ect from further
service, then upon unanimous approval of the recom­
menctation, the portion of the Project being removed
from service shall be sold as salvage.

(ii) In the event that one or more Proj ect Users, but
not all Project Users, desire that the Project be
repaired, then each such Project User shall prompt­
ly give notice in wr i,ting t.o the other Proj e ct;
Users. If any Project User has given such notice,
the Proj ect Share of each Proj ect User wh i ch has
not given notice within 60 days after the giving of
the initial notice shall be reduced at the time
repair's commence to the extent determined by the
following formula:

S = Sr 0

where

L~l
[V + C]

C ;:::

S =
SO =r

v = Fair Market Value of the Project if it were
to be terminated wi.thout repair as tuanimous­
ly agreed by the Comm i. ttee 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 Share bears to the total
of the Project Shares of all Project Users giving such notice.
Each of the Project Users shall payor cause to be paid that part
of the total cost of repair in the proportion that Lt.s Project
Share bears to t.he total of the Project Shares of all Project
Users giving such notice. Upon complet:ion of repair, a second
adjustrnent of the Proj act Share of each Proj ect User Viill 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 Proj ect User to compensate f'or any increase or
reduction of Project Share.

(c) Solely for the purposes of this section 19, the depre­
ciated value of the Proj ect at any time shall be based 011 t.he
original Costs of Construction of the Project (excluding allowance
for funds used during construction), including additions and less
retirements, depreciated on a sJcraight-line basis u s i.nq a com­
posite life of 35 years.

20. Liabilities

Each of the Owrie r s and Proj ect Users releases all other
Owners and Project Users arid their respective directors, officers,
employees and agents, from any consequential damage::.; (in.eluding,
but not limited t·), any loss of use, revenue or profit and any
replacement power oost.s except as ot.herwi.s e provided by Section
6(d) of the Transmission Agreement) arising out of the Construc­
tion or the operation, maintenance, or repair of the Proj ect.

21. Default

(a) Upon failure of a Proj ect User to make or c auae to be
made any payment wheri due, or to perform or cause to be performed
.any other obligation to be performed by it pursuant to the terms,
c6venants 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 Proj ect Users and owner s .

(b) If
when due and
the date of
constitute a

the failure of a Project User is to make
such failure is not cured within five (5)
a demand made pursuant· to Section 21 (a) ,
default at the expirution of such period.

a payment
days from
it shall

(c) If the failure of a }?:~oject User is to perform any
obligation contained in the Project Agreements other than to make
payments wheri due and such failure is not cured within 30 days
from the date of a demand made pllrsuant 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) I f a Proj ect User shall d.i sput,e 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 t.he obligation
in dispute but may do so under protest. Such protest shall be in
writing, shall specify the reasons upon which tIle protest is based
and copies t.he r eo f shall be mailed to the ot.he r Proj eet Users and
owne.rs . Upon resolution of such dispute, the p aymerrts advanced or
made b e t.we e n Proj ect Users, as in this paragraph provided, shall
be adjusted appropriately.

(e) All disputes referred to in subsection (d) above shall
be submitted to arbitration pur-suant. to s ecti.on 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.

(f) In the event that a Project User is in default because
of failure to make p aymerrt.s when due, then the f o L'Lowi.nq 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 Proj eo t; Share of the output
of the Projecti

(ii) The defaulting Project User's Project Share of the
output of the Proj ect 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 s811 and t.ransm.i, t. the Proj e c t; User IS

Project Share of the out.put; and apply the proceeds
thereof to the amounts owed by the defaulting
Proj ect User pursuant to the Proj ect Agreements.

In the event of a default, the nondefau1ting Proj ect Users are
authorized to execute, deliver and file on behalf of all Project
Users, such notices, demands, agreements, consents, financing
statements, applications and other documents as are necessary or
appropriate to implement the provisions of this subiection 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.
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(g) Payments
Project Users and,
at the rate of 2%
is Lowe r .

not made when due may be advanced by o t.her :
if so advanced, sh~ll bear interest until paid

per month or the highest lawful rate, whichever

(h) In addition to the rights grant.ed 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 I fees in all trial arid appella-te
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, loan or credit agreement of
each Project User except to the extent permitted thereunder.

(

(j ) Each act or omission to
default hereunder shall be treated
under this section 21.

22. Uncontrollable Forces

act whi.ch becomes
as a separate act

an act of
of default

(

No Project User shall be considered to be in default in the
performance of any of its obliga-tions hereunder, other than obli­
gations of such Project User to pay costs and expenses, if failure
of per Fo rmarice shall be due to uncontrollable f ozces . Th-2 t.e rm
"uncontrollable f or ces II shall mean any cause beyond the control 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, f Lo o d ,
explosion, strikes, labor disputes, labor or materials shortages,
sabotage, an act of the public enemy, civil or military authority,
including court orders, injunctions, and or der s : of government
agencies with proper jurisdiction prohibiting acts necessary to
performance hereunder or perrni tting any such act only s ub j cc t; t.o
unreasonable conditions, insurrection 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 f a.i Lure of any· governmental agency to
timelT act. Nothing contained herein shall be construed so as to
require a Proj ect Us e r to se-ttle 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 permi t.t.ed by applicable law, whi.chever first occurs, the
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Owners waive their right to partition whether by partition in kind
or sale and division of the proceeds thereof, 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 w.i.t.h the land.
All instruments of conveyance whi ch effect, evidence or vest. each
Owner's or Proj ect User I s respective owner s h.i.p interest In the
Project shall contain this waiver of right to partition.

24. Transfers and Assicmments

Allor any part of the interest of each owner and Proj ect
Ur-er in the Project or any part thereof, and all or any part of
the rights set forth in the Proj ect Agreements which relate to
such interest, may be transferred and assigned as follows, but not
otherwise:

(a) To any mortgagee, trustee or other secured party, as
security for bonds or other indebtedness of such Owner or Project
User, present or f'ut.ure , and such secured party may transfer or
assign the 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 OHner or Project
User rnaking the transfer or a s s i.qnmerit; under the Project 1'.g::cee­
ments which relate to the interest being transferred or assigned;

(b) To any financial insti t.ut i on acting as lessor with
respect to such interest under a lease with the Owner or Project
User making the transfer or assignment, provided t.ha t; the Le s «

sorjO,'mer shall not transfer or assign the interest transferred or
assigned to it (other than to Lt;s lessee):

(i) unless and until it has first offered to sell 'the
portions of such .i rrt.e r e st; specified be Low t.o the
Proj ect Users other than the Proj ect User to wh i ch
such interest "las leased at a price equal to the
fair market value of such portions; and

(ii) unless (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 to
which such interest is ~eased shall have assumed in
writing all the duties and obligations of the
Proj ect User in possession under such lease irnmedi­
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. If, 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 Proj ect 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 Proj ect Users then being offered an interest
shall have failed to accept such offer. To the extent that a
Le s s o rv'ovner has complied with the foregoing provisions of this
subsection (b), it shall be permitted to transfer and assign its
interest in the f'oject, or any part thereof, and the Project
Agreements in whi _~ it has rights to any Person notwithstanding
any other p r ov i s i.on of this section 24 and, to the extent such
transfer and as s i.cnmerrt; is to a financial institution acting as
lessor under a Le ase with a Person in the electric utili-ty busi­
ness, subsequen-t transfers and a s s i.qnmerrt.s 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 t.rust.ee with
respect to such interest under a construction trust agreement with
the owner or Proj e.ct; User making the t:ransfer or assignment,
provided that such trustee shall not transfer or assign th~ inter­
est transferred or assigned to it (other t.han to the original
Owner or Project User), except as permitted by this Section 24.

(d) To any Person in t.he electric utili i:y business in-to
which or \vi th whi.ch the Owner or Proj ect 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, wholly owned by, or wholly
owned in co~~on \vith, the Owner or Project User making the trans­
fer;

(f) 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 Proj ect Users, at t.he amount of, and on t.e rms not
less advantageous than, those of a bona fide offer from a buyer
able and willing to purchase such owne r ' s or Proj ect User' s
interest. The portion of such interest to be offered to each
Project User pursuant to this subsection (f) shall be equal 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 Proj ect 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 sen-tence shall be
repeated until all Proj ect Users then being offered an interest
shall huve failed to accept such offer.

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

No transfer or a s s i qnmcrrt; of any interest in the Project or
any part thereof pursuan-t to subsections (d), (e), (f) or (g)
above may be made unless simultaneously the Owner I s or Project
User I s rights under the Proj ect 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 t.ransfer or ass Lqnmerit; under the Proj ect Agreernents which
relate to the interest being transferred or assigned. Transfers
or assignments shall not relieve any owner or Proj ect User of any
obligation hereunder, except to the extent agreed in writing by
all o t.he r Project Users. Any at.t.emp t.e d 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. Obligations Are Several

(a) The duties, ob l i qcrti ons and liabilities of the owne r s
and Proj ect Users hereunder are in-Lended to be s ever a.L and not
joint or collective and no Owner or Projert User shall be jointly
or severally liable for the acts, omissions, or obligations of 2ny
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 liability, 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 IS

obli~ations under the Project Agreements.

(c) without limiting the obligations of First Trust Company
of Montana ("Trustee"), The Montana Powe r Company guarantees the
performance of all of Trustee I s obligations under the Proj ect
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 b e t.ween The J:l10ntana POHer Company
and the Trustee and not in any individual, personal or other
capaci ty. The Owners (except j\1ontana) agree that they will look
solely to the 'frust Estate, whi.ch t.e rru 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 is not in any way personally liable for any such amounts
except for its own gross negligence or willful misconduct.

26. Noti oes

Any notice, demand or request provid~d for in this Agreement
served, given or made in connection t.he r ew i. th shall be deemed
properly served, given or made if given by telephone.or in person
and confirmed in writing, or if in writing by acknow l edqed de­
livery or sent by registered or certified mail, postage prepaid,
addressed to the Proj ect User or Pro] ect 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
Projec"c User may at any time, and from time to time, change its
designation of the person to whom notice shall be given by giving
notice to the other Project Users as hereinabove provided.

27. Implc:rnentation

Each Owner and Project User shall take such reasonable action
(inclucl:i.ng, but not, Li.mi.t.e.d to, the execut.Lcn , 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 Proj e ct; User shall have the right at i bo; expense to
install and operate on the Proj ec t; land, facilities for its own
system; provided, however, that the facilities of any Project User
shall be so installed and operated as not to burdeti or unreasona­
bly interfere wi th those of the other Proj ect Users or the
Project, the construction on "the Pzo j e ct; lands of additional
generating units, or the ultimate full utilization of the land for
the Project. In the event that a Project User proposes to install
or operate facilities which would require the relocation of previ­
ously installed facilities of another Proj eet User, or of the
Project, but would ot.he rw i s e 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 Proj ect User releases all other Owners
and Project Users from claims to profits, charges, rents or bene­
fi ts that may arise from use by any owner or Proj cet User of
Project land pursuant to Section 28(a).

29. Regulato~y Approval

It is understood 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 e ff.e c t.i.verie s s 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 is shorter. For
purposes of applying the rule against perpetuities or 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 e xecut.i.on of the Project Agreements. . As
used in this par aoraph, the wor d "children" shall have its primary
and generally accepted meaning of descendants of t.he first degree.

31. End sf Proj ect

When the Proj ect can no lonqer be made capable of producing
electricity consi.stent with Prudent utility Practice or the
requirements of governmental agencies having jurisdiction, OJ:: ':!hen
part or all of the Project is removed from service, Operator shall
sell all salable parts of the portion of the Project being removed
from service to the highest bidders; provided, however , if the
entire Project is being removed from service and if Operator
should determine that the Proj ect will bring a greater amount at
salvage if sold as a unit, including land aDd structures, than it
would if i-t wer-e dismantled and the salable parts removed and
sold, then Operator may sell the Project as a unit to the highest
bidder. Aft.er deducting all costs of ending the Project, 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 requirement.s 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
aVuilable 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 POHer Administration Contract No.
DE-MS79-81BP90210 (IfBPA Contractlf) executed by BPA and all parties
hereto, is conditional upon Rural Electrification Administration
(UREA U) 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 ane for release of security
instruments) as may be reasonably requested by any party hereto
that effects or evidences Basin Electric's withdrawal of partici­
pa-tion.

(c) Upon payment pursua.nt 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 Transmission 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 Proj ect
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 be
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.

THE MONTANA POWER COMPANY

for

(---....--_.---

Attest:

~~
~STANt Secretary

(
FIRST TRUST COMPANY OF MONTANA, as

Trustee

Attest:

By _
Its------------------

Secretary

PUGET SOUND POWER & LIGHT COMPANY

(,

Attest:

By _

Its------------------

Secretary

PUGET COLSTRIP CONSTRUCTION COMPANY

Attest:

By _

Its------------------

Secretary
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STATE OF rI0N'L~NA

COuNTY OF SILVER BOW

)
)
)

ss.

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

Execnt i ve vi ce Pres i dent of 'Y.tIE r'JONTp.~N"A POv.lER COI1PA-NY and ac-
knowledged to me that he executed the within instrument on behalf
of that corporation.

and affixed
first above

expires

I have hereunto set my hand
and ear in ~i~ertificate

Notary in and
M n

Residin
My Cornm r

IN WITNESS WHEREOF,
my Notarial Seal the day
written.

(

STATE OF MONTANA )
) ss.

COUNTY OF YELLOWSTONE )

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

ByIt-s-----------------

Attest:

Secretary

'j ',\ I' \ 'j \

""Attest:. '\

",},\,',,),~~
, (,. ;;...::..---:----'---------
", ) \ \ \, l'(. $ecretary

'C

).-1, ., I I" ","',". '\

')'1, ! () ') \' ,,\,"
J I I } " I JJ .' I ! : ~. ,\ ~

Attest:

Secretary

Attest:

Secretary

PUGET SOUND POWER & LIGHT COMPANY

By _

Its-----------------

PUGET COLSTRIP CONSTRUCTION COMPANY

By _
Its _
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STATE OF MONTANA

COUNTY OF SILVER BOW

)
)
)

ss.

On this 6th day of May,
a Notary Public in and for
appeared

knowledged to me that he
of that corporation.

1981, before me, the undersigned,
the State of Montana, personally

known to me to be the
of THE MONTANA POvlER COlvIPANY and ac­

executed the within instrument on behalf

(

(

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 )
) ss.

COUNTY OF YELLOWSTONE )

On this 6th day of May, 1981, before me, the undersigned, a
~ary.pub~~r the State of r1ontana, pebll~ app,n
~ r known to me to be the,? ~

of FIRST TRUST COMPANY OF MONTANA and acknowledged to me that he
executed the wi thin 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 Public in and for the State of

Montana~ 211
Residing at ~~
My Commission expires 1- 8 - g 3
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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

Attest:

By _
Its _

Secretary

(
FIRST TRUST COMPANY OF MONTANA, as

Trustee

Attest:

By _
Its _

Secretary

PUGET SOUND POWER & LIGHT COMPANY

f)(-j~
SR VICE PR

ByI t-s----"""'-'----:-::=-'--"":-":-:::-::7'f=--'-------

Attest:

(

Secretary

PUGET COLSTRIP CONSTRUCTION COMPANY

Attest:

ByI t-s----.JI....=:---...:..r....--I<--rl--------

Secretary
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STATE OF \\'}:':':HINGTON

COUNTY OF KING

)
)
)

SSe

(

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public in and for the state of Washington, personally
appeared b. 'if~ known to me to be the

SR VICE PRfIOE of PUGET SOuND POWER & LIGHT COIvIPANY
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.

ary Public in and for the state of
. _~aShington. ~ __~?

Re s l d.l ng a t ~ e4Ax_t::..e.:»

My co~~ission expires~~ /9; /

STATE OF WASHINGTON

CUlJNTY OF KING

)
)
)

SSe

On this 6th day of May, 1981, before me, the undersigned, a
Notary Public jn a~;D:r~ the State of Washington, personally
appeared oCJ. ,JV. ~i~ , 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.

N tary Public in and for the State of
Washington tJ

Res i ding a t .....,.L-~=-:......J2_~..,--_--==-::;-- -..---__::-:-

My Commission expires t2<-<~ /,. /9£/
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Attest: .

a~~

( Attest:

Secretary

Attest:

PORTLAND GENERAL ELECTRIC COMPANY

ByIt-s----------------

PACIFIC POWER & LIGHT COMPM~

ByIt-s----------------

( Secretary

Attest:

Secretary

BASIN ELECTRIC POWER COOPERATIVE

ByIt-s----------------
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STATE OF WASHINGTON

COUNTY OF SPOKANE

)
)
)

SSe

me, the undersigned, a
Washington, personally
known to me to be the

of THE WASHINGTON WATER POWER
he executed the within instru-

On this 6th day of May, 1981, before
Notary Public in and, 70r tl;e State, of

appeared cv :!2-°@;-:::~~::a
COMPANY and acknowledged to me that
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 of

Washington
Residing at Spokane, Washington
My Commission expires U;b-,;7 f9<;'Y2./

r (

STATE OF OREGON

COUNTY OF MULTNOMAH

)
)
)

SSe

(

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
---------------o-::f::---P-O--R--T---L::--At-m--G---E-N--ERAL ELECTRI C CGr1P&~ 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:

Secretary

Attest:

Attest;..

Secretary

A.ttest:
':

Secretary

THE WASHINGTON WATER POWER COMPANY

ByIt-s-----------------

PORTLAND GENERAL ELECTRIC COMPANY

By iL~.IJ~
Its VICE PRESIDENT

PACIFIC POWER & LIGHT COMPANY

ByIt-s-----------------

BASIN ELECTRIC POWER COOPERATIVE

By _
Its _

-33-
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STATE OF WASHINGTON

COUNTY OF SPOKANE

)
)
)

ss.

On this 6th day of May, 1981, before
Notary Public in and for the State of
appeared

COMPANY and acknowledged to me that
ment on behalf of that corporation.

me, the undersigned, a
Washington, personally
known to me to be the

of THE WASHINGTON WATER POWER
he executed the within instru-

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

COUNTY OF MULTNOMAH

)
)
}

ss.

(

On this 6th day of May, 1981, before me, the undersigned, a
Notary ~ublic in and for the State of Oregon, personally appeared

Glen·E. Bredemeier , known to me to be the
Vlce Presldent of PORTLAND GENERAL ELECTRIC COMPANY and

. acknowledged to me that he executed the wi thin 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.

State of

)

exp 1 res ......;;J.9+1-"'2-17'-f/~8~4_---,---

Portland, Oregon

c in andNotary Pub .'
Orego

Residing at
My Commission

• 1

' .
.///

.\

1 \

-36-
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Attest:

Secretary

Attest:

Secretary

THE WASHINGTON WATER POWER COMPANY

By _
Its------------------

PORTLAND GENERAL ELECTRIC COMPANY

By _
Its _

\.

/ I
)

r· •

(,

,

Attest:
, 1

1
", I )

V'"r.a»:
, Asst.

Attest:

'; ':-,

" '.)

«,

PACIFIC POWER .oHT~ COMPANY

BY~
Its Vice President

BASIN ELECTRIC POWER COOPERATIVE

By
It-s------------------

Secretary

-33-

Exh. RJR-13 
44 of 88 



STATE OF OREGON

COUNTY OF MULTNOMAH

)
)
)

SSe

On this 6th day of May, 1981,
Notary Public in and for the State

R. B. Lisbakken
Vice President

and acknowledged to me that he
behalf of that corporation.

before me, the undersigned, a
of Oregon, personally appeared

known to me to be the
of PACIFIC POWER & LIGHT COMPANY

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.

1·/1 /

( 'i/ .. I .' ,':,. I, I i

Notary Public in and for the State of
Oregon

Residing at Port] and. Oregon
My Commission e xp i r e s September 28, 1982

.')'
)

1 ,'ll )
'\ 1 :'; 1 ~ \ l

STATE OF NORTH DAKOTA )
) SSe

COUNTY OF )

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

198 before me, the
and for the State of North Dako­

known to me to
of BASIN ELECTRIC POWER
he executed the within

in
day of

Notary Public
appeared

On this
undersigned, a
ta, personally
be the
COOPERATIVE and acknowledged to me that
instrument on behalf of that corporation.

(

Notary Public in and for the State of
North Dakota

Residing at Butte
My Commission expires

-37-
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Page 1 of 2
Exhibit A
Colstrip units #3 & #4
Ownership and Operation

Agreement

REAL ESTATE
(All as Described on the Attached Maps)

1. Parcel No.1 (Portion of the Colstrip switchyard)

T2N,R41E, P.M.M.: Portion of the SE~f 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.

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

T2N,R41E, P.M.M.: Portion of the E~~E\, Sec. 34
W~~~f Sec. 35

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

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

T2N,R41E, P.M.M.: Portion of the E~SE\f Sec. 34
SVf-~, Sec. 35

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

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

T2N,R41E, P.M.M.: Portion of the NE\ and the SE~f 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
Ovmership and Operation

Agreement

ADMINISTRATIVE & GENERAL

As a reimbursement for general office electric system admini­
strative and ~eneral 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 ( uPercentage 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 vacation, holiday and sick leave.
The applicable Percentage Rat;e shall be determined annually by
the Committee and shall be based upon Operator's actual costs
incurred during the previous year. The applicable 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 I and the denominator of whi.ch is the
sum of Operator's (i) annual electric syst0.m 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 joint
projects.
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AKENDKENT BO. 1 '1'0 THE
OWNERSHIP AND OPERATION AGREEMENT

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 l(c) is deleted and the following
--------.S~umb~s...,.ecttonis 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(0) is deleted and the following Subsection
is inserted in lieu thereof:

"(0) "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 13 and 14 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(a) 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
Puget
Portland
Water Power
Pacific

30%
25%
20%
15%
10%"

(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
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 Supply
Agreement."

2
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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
established bl the Conunittee, prepare a "Distri­
bution Notice' to be provided to the Coal
Supplier pursuant to subsection 7.2 of the Coal
Supply Agreement."

(i) Subsection l2(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 Conunodity 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
(~, under subsection 7.5, 7.8 or 8.3 of the
Coar-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
~ounts 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 coa1-to-tbi~~--------------~

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 Corru:nittee 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 l(n).

(0) 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 Exe utive Vice President

Attest:

PUGET SOUND POWER & LIGHT COMPANY

~.&By .. C'~....

Its =~==:ii==
---~A-t-t:-e-S-t:-:._--+---------------------------------

4
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STATE OF MONTANA

COUNTY OF BUTTE-SILVER BOW

)
)
)

ss.

On this 17th day of December , 198..§, 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 Presldent 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 Public in and State
of Montana

Residing at Butte, Montana
My Commission expires NOTl',RY PUBLIC for the State of M0T17J:iJ

Residing at Butte, Montano
My Commbs1ct;

STATE OF WASHINGTON

COUNTY OF KING

)
) ss.
)

On this /11,if:i day , 1987, before me, the
undersigned, a Notary the State of Washington,
personally appeared A-L:..t.5L:-*~~~....-:::=;;=:=-==.'known to me to be
the ' . , SOUND POWER & LIGHT COMPANY
and acknowle ged to me t t 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.

o ry Publlc in and for the State
of washi~on .

Residing at~V
My Commission expires ;3

6
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Attest:

Attest:

Secretary

Attest:

Secretary

THE WASHINGTON WATER POWER COMPANY

By

Its
_---"-;;;....;;..:=_.ll..il-.Jl,_~~~----

PORTLAND GENERAL ELECTRIC COMPANY

By

Its

PACIFICORP, doing business as
PACIFIC POWER &LIGHT COMPANY

By

Its

5
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STATE OF WASHINGTON

COUNTY OF SPOKANE

)
) SSe
)

On this ~-r}- day OfJ/.1Nt<;';7~ ,198 7, before me, the
undersigned, a Notary Public in a~ for the ~tateof Washington,
personally appeared }r":L. &1it.aAl' , known to me to be the
t!~L t4--'a/-dr r of T WASHINGTON WATERPOWER COMPANY and
acknowle ge ~o me that he executed the within instrument on behalf
of that corporation.

IN WIT~~SS WHEREOF, 1 have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above
written.

STATE OF OREGON

COUNTY OF MOLTNOMAH

)
)
)

SSe

On this day of , 198 , before me, the
undersigned, a Notary Public~in---an~d--f-or--theState of Oregon,
personally appeared , known to me to be the

of PORTLAND GENERAL ELECTRIC COMPANY and
-a-c~kn--ow-l~e-dTg-e-d~t-o--m-e~t~hat he executed the within instrument on behalf
of that corporation.

IN WITNESS ~~REOF, 1 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---ex-p-1r·r-e-s--------------

7
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Attest:

Secretary

Attest:

Secretary

Attest:

Secretary

THE WASHINGTON WATER POWER COMPANY

By

Its

PORTLAND GENERAL ELECTRIC COMPANY

Its Vice President

PACIFICORP, doing business as
PACIFIC POWER &LIGHT COMPANY

By
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STATE OF WASHINGTON

COUNTY OF SPOKANE

)
) ss.
)

of
-a-cT"k-n-o-w.....l-e....dg-e-d~t:-o-m-e~t,..h-a-:-t he
of that corporation.

IN WIT~~SS WHEREOF, 1 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

COUNTY OF MULTNOMAH

)
)
)

ss.

On this 11th day of October ,199L' before me, the
undersigned, a Notary Public in and for the State of Oregon,
personally appeared Peggy 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 ~~REOF, I have hereunto set my hand and affixed my
Notarial Seal the day and year in this certificate first above
written.

7
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Attest:

Secretary

Attest:

Secretary

Attest:

THE WASHINGTON WATER POWER COMPANY

By

Its

PORTLAND GENERAL ELECTRIC COMPANY

By

Its

PACIFICORP, doing business as
PACIFIC POWER & LIGHT COMPANY

By (j2?J)rv~
Its Sr. Vice Presiden.t

5
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STATE OF OREGON
SSe

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

KMGOOlljf

8
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Page 1 of 2
Exhibit A
Colstrip Units 13 & 4#
Ownership 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)

Parcel No.3

A tract of land situated in the E%NE\ of
Section 34 and the W\NW\ of Section 35, T2N,
R4lE, P.M.M. and being depicted on
Certificate of Survey No. 34153 as Parcel
"2". Containing in all 26.694 acres.

(Real Property on which a Portion of the
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,
R4lE, P.M.M. and being depicted on
Certificate of Survey No. 34152 as Parcel
"3". Containing in all 85.705 acres.

Parcel No.4 (Real property on which Project 3 & 4
Generation Units are located)

A tract of land situated in the NE\ 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 , Montana.

KMG0025jf
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AMENDMENT NO.2 TO THE
OWNERSHIP AND OPERATION AGREEMENT

This Amendment No.2, effective as of \/UO( /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 ENERGY THE WASHINGTON WATER POWER
COMPANY: PORTLAND GENERAL ELECTRIClOMPANY, and PACIFIC POWER & LIGHT
COMPANY, now PACIFICORP. .,--

J-()C.

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 3&4 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 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 E:}xtent agreed in writing by all other Project
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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.

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

1. 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.

2. The Ownership 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.

THE MONTANA POWER COMPANY
,

By: c::=c 'p J-E, .\ I n h::-l./l (?- C C_C~.

Its: ~l=_<::":"~. V,V ,

A~~
S'ecr tary
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ATIEST:

~~-retary

ATTEST:

Secretary

ATIEST:

Secretary

ATIEST:

Secretary

By:

Its:

By:

Its:

By:

Its:

By:
Its:

PUGET SOUND POWER & LIGHT COMPANY,
now PUGET SOUND ENERGY) Int! .

~~

THE WASHINGTON WATER POWER COMPANY

PORTLAND GENERAL ELECTRIC COMPANY

PACIFIC POWER & LIGHT COMPANY,
now PACIFICORP
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STATE OF MONTANA )
) ss.

County of Butte-Silver Bow )

'J-}W- " P bli .On this <.::M- day of / ~li\,u.._ , 1998, before me, the undersigned Notary u IC In

and for the State of Montan ;- personallv appeared A<,"\~\uJ.. d~. }..}e.t.A.A , known to
me to be the .Xt-u. \) I (.-It \~..u\ 'tCL:ild 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 Public for the State of Montana
Residing at Butte, Montana
My Commission expires l., \:-\...LL~·"~~',)_(·-C.,,-) _

STATE OF WASHINGTON )
} ss.

County of King }

tL
On this /3 day of ~ ,1998, before m~, the undersigned Notary Public in

and for the State ofWashir\(1fc>n:onally a peared uJ. R.R.t·'-..".,.J A. ~~."..J. known to
me to be the ~ eQ.;.a. ..y. of PUGET SOUND POWER & LIGHT
COMPANY, now PUGET SOUND ERG~rd cknowledged to me that he executed the
within instrument on behalf of that corporation. J--::~-- .

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

Notary Public for the State of Washington •
Residing at34>IS~ Pf-f.o~ ss«.
My Commissionexpii0/17L 9 r, ".
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ATTEST:

Secretary

ATTES~===J.
Secretary

ATTEST:

Secretary

ATTEST:

Secretary

By:

Its:

By:

Its:

By:

Its:

By:
Its:

PUGET SOUND POWER & LIGHT COMPANY.
now PUGET SOUND ENERGY

\c-----::;;..-4I-.e:.--=~--.&:..--===-------l',wf

PORTLAND GENERAL ELECTRIC COMPANY

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

County of Spokane )

On this ;,,13 day of ..:fu..n.L.- • 1998, before me, the undersigned Notary Public in
and for the State of Washington, personally appeared ::fo!\, E. [, "'G\ss-et'- ,known to
me to be the SCI 0;u Pcrs;~=1".+.e1=0 ~ I,eo.h'.. a-c 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.

STATE OF OREGON

County of Multnomah

)
) ss.
)

Sv..~ (YL'r1~' ~~
Notary Public for the State of Washington
Residing at Sf!?k~
My Commission expires /0. /7" '71

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, I 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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ATTEST:

Secretary

ATTEST:

Secretary

secretary

ATTEST:

Secretary

By:

Its:

By:

Its:

By:

Its:

-

By:
Its:

PUGET SOUND POWER & LIGHT COMPANY,
now PUGET SOUND ENERGY

THE WASHINGTON WATER POWER COMPANY

P~GENERAL ELECTRIC Ce PANY

~n/otG LJj~6 ~eslj'EHT

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

County of Spokane )

On this _ day of • 1998, 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 for the State of Washington
Residing at _
My Commission expires _

STATE OF OREGON

County of Multnomah

)
) ss.
)

On this 3 0 day of ~ IA..L-- • 1998, before me. the undersigned Notary Public in
and for the State of Oregon~ersonally appeared Lu ~(fey- £. '"P6 Hac/( ,known to me
to be the A~ tn: VI UL ~Id£u± 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.

~S&:>ss~.=:~~...:..;:)..."".~:>...""lI

_
. OFFICIAL SEAL
i~i KAREN J.lEWIS
\... .../ NOTARY PUBLIC - OREGON

. .' COMMISSION NO.038820

lSSss:MYs:C~O~M~M)SI~>S£$!~stlssE~~~~~;..1:98

f(fi-u-.J J; ~,.s;
Notary Public for e State of Oregon
Residing at~ I [Q veq~
My Commission expires ItJ(2./J 91'
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ATTEST:

Secretary

ATTEST:

Secretary

ATTEST:

Secretary

ATTEST:

~,Se

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
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~¥!

STATE OF OREGON

County of Multnomah
. ttl

On this .lfL. day of L, 1998.~reme, the~ndersigned Notary Public in
and for the State 9f Or~on. p, 0 y appeared\(( Qd..'-17 .'-LJJ([}f.iL-fL- I known to me
to be the YhU... ~I· &Ls!-<C I" of PACIFIC POWER & LIGHT
COMPANY. now PACIFICORP 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.

OFFICIAL SEAL
JENNIFER A WORLTON

NOTARY PUBLIC-DREGON
COMMISSION NO. 313007

MY COMMiSSION EXPIRES JUN1.2002

r:\liparks\Ph\arntlodmtlnt.doc
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I,

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 ofMay 6th

, 1981, as amended by Amendment No.1
(dated October 111

\ 1991) and Amendment No.2 (dated July n", 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 ofadministrative 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 WHEREOF, the Parties hereto have executed this Amendment No.
3 in several counterparts ..
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NORTIIWIfiTElU' CORPORAnON

By: .IU-~__
Pat Corcoran
Vice President ofRegulatory Affairs

PUGET SOUND ENERGY, INC.

By:

Date:

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

AVISTA CORPORATION

By:
Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Quennoz
Vice President ofGeneration

PACIFICORP

By:
Barry Cunningham
Senior Vice President of Generation

Date:

Date:

Date:

By: Date:
Bradley Seer
Vice Presi ent and Chief Operating Officer
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NORTHWESTERN CORPORATION

By:
Pat Corcoran
Vice President of Regulatory Affairs

Date:

By: Date: c::: I lCO} 04-
P I WieganfL-e-..-. ~

ent, Project Development and Contract Management

AVISTA CORPORATION

By:
Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Quennoz
Vice President of Generation

PACIFICORP

By:
Barry Cunningham
Senior Vice President ofGeneration

PPL MONTANA, LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:

Date:

Date:

Date:
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NORTHWESTERN CORPORAnON

By:
-Pat Corcoran
Vice President ofRegulatory Affairs

PUGET SOUND ENERGY, INC.

By:

Date:

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

AVISTAAORPO~TION

\ fM,l(lJ) (J Ac.o-
By: tt (1. !"vvv.n....---.

Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Quennoz
Vice President of Generation

PACIFICORP

By:
Barry Cunningham
Senior Vice President ofGeneration

PPL MONTANA, LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:

Date:

Date:

Date:
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NORTHWESTERN CORPORATION

By:
Pat Corcoran
Vice President of Regulatory Affairs

PUGET SOUND ENERGY, INC.

By:

Date:

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

AVISTA CORPORAnON

By:
Ron Peterson
Vice President Power Supply

Date:

PORTLAND GENERAL ELECTRICCOMPANY

By:
St~~
Vice President of Generation

Date:
; ,

Gil j z.-"o'f--

PACIFICORP

By:
Barry Cunningham
Senior Vice President of Generation

PPL MONTANA, LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:

Date:
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NORTHWESTERN CORPORATION

By:
Pat Corcoran
Vice President ofRegulatory Affairs

PUGET SOUND ENERGY, INC.

By:

Date:

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

AVISTA CORPORATION

By:
Ron Peterson
Vice President Power Supply

PORTLAND GENERAL ELECTRICCOMPANY

By:
Steve Quennoz
Vice President of Generation

Date:

Date:

By:
Cunningham

enior Vice President 0

PPL MONTANA,LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:
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Exhibit B
Colstrip Units #3 & #4
Ownership and Operation Agreement
Page 1 of2

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 ofOperation 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 ofLegal 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 notbe 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 orrs/IT services consist of Business Solutions and Workstation Services.

I) 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 wiII 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 ofGeneral Counsel (DGC) 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 wiII flow through
as part of the Annual A&G Charge ifdeemed to benefit all units.

Corporate Services and Support provided by PPL Corporate personnel include Human
Resource Management, Corporate Disbursements (Payables and PayroII Functions) and
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Exhibit B
Colstrip Units #3 & #4
Ownership and Operation Agreement
Page 2of2

Executive Management oversight. Expenses incurred by the Operator [or 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 0[$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 willbe reviewed for
reasonableness when preparing the 2009 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 ofdirect 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 (1112) of the Annual
A&G Charge each month.

Audit:

The Project Owners agree to forego routine audits ofthe 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 6th

, 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
expenses;

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.

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

NORTH1!ERNJ«:ON

By. ". ~
Davc Gates
Vice President, Wholesale Operations

PUGET SOU D ENERGY, INC.

By:
Paul Wiegand
Vice President. Power Generation

AVISTA CORPORATION

By:
Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Qucnno7.
Vice President, Power Supply

PACIFICORP

By.
Joe Moore
Vice President of Generation

PPL MONTANA, LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:

Date:

Date'

Date:

Date:
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•

IN WITNESS WHEREOF, the Parties hereto hCl\'C executed this Amcndmmt No.
4 in several coulltcrparts.

NORTHWESTERl CORPORATION

By:
Dave Gates
Vice President. Wholesale Operations

PUGH SOUND EN RGY INC.

-----
Pa I Wieg
V ce cot. Power Generation

AVISTA CORPORATION

By:
Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPA Y

By:
Steve Quennoz
Vice President, Power Supply

PACIFICORP

By:
Joe Moore
Vice President of Generalion

PPL MONTANA. LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:

Date:

Date:

Dale:

Date:
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IN WITNESS WIIEREOF, the Parties hereto have executed this Amendmem No.
4 in several counterparts.

NORTHWESTERN CORPORATION

By:
Dave Gates
Vice President. Wholesale Operations

PUGH SOUND ENERGY, INC.

By:
Paul Wiegand
Vice President. Power Generation

::ISTt1r~.
Dennis Venn ill ion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Quennoz
Vice President, Power Supply

PACIFICORP

By:
Joe Moore
Vice President of Generation

PPL MONTANA, LLC

By:
Bradley Spencer
Vice Presidenl and Chief Operating Ofticer

Dale:

Date:

Date:

Date:

Date:

Date:
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." ......

NORTH WESTERN CORPORATION

By:
Dave Gates
Vice President - Wholesale Operations

PUGET SOUND ENERGY. INC.

By:

Date:

Date;
Paul Wiegand
Vice President, Project Development and Contract Management

AVISTA CORPORATION

By:
Dennis Vermillion
President & COO

PORTLAND GENERAL ELECTRIC COMPANY

By: ..c:..... '-"'''''''''' . ....,.,..
.-C~ ----u-
Steve Quennoz
Vice President of Generation

PACIFICORP

By:
Joe Moore
Vice President of Generation

Date:

Date: 07/30/••

Date:

PPL MONTANA, LLC t
By ~~c=~

Bradley Spe er
Vice President and ChiefOperatrng Officer

Date:
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IN WITNESS WHEREOF, the Parties hereto have executed this Amendment No.
4 in several counterp.:1.rts.

NORTHWESTERN CORPORATION

By:
Dave Gates
Vice President, Wholesale Operations

PUGH SOUND ENERGY. INC.

By:
Paul Wiegand
Vice President, Power Generation

AVISTA CORPORATION

By:
Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Quennoz
Vice President, Power Supply

PACIFICORP

By:
Joe Moore
Vice President of Generation

PPL MONTANA. LLC

By:
Bradley Spencer
Vice President and Chief Operating Officer

Date:

Date:

Date:

Date:

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

NORTHWESTERN CORPORATION

By:
Dave Gates
Vice President, Wholesale Operations

PUGET SOUND ENERGY. INC.

By:
Paul Wiegand
Vice President, Power Generation

AVISTA CORPORATION

By:
Dennis Vermillion
Vice President, Energy Resources

PORTLAND GENERAL ELECTRIC COMPANY

By:
Steve Quennoz
Vice President, Power Supply

PACIFICORP

By:
Joe Moore
Vice President of Generation

By:
Bradley S cer
Vice President and Chief Operating Officer

Date:

Date:

Date:

Date:

Date:

DaIC:~
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Exhibit B
Colstrip Units #3 & #4
Ownership and Operation Agreement
Page I of2

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 \,york 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,
benelits, 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 oftice or PPL Corporate headquarters will be charged as follows:

Costs of IS/IT services consist or 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
GeneralIS. 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 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. 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.

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 Oftlce of General Counsel (OGe) 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
Executive Management oversight. Expenses 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
Page2of2

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 each 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 Onit 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 each 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&O Charge, as
described in this agreement.
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