and commission; authorizing an appli-
cation to the International Joint
Commission with respect to its 1942
Order; and authorizing the convevance
to British Columbia of Jity oroperty |
in the Canadian Skagit wvalley.

[ A ORDINANCE concluding an arrangement
relating to the lligh Ross Dam project
subject to a treaty between the
United States and Canada; authorizing
an agreement with the Frovince of
British Columbia providing for the i
level of Ross Lake and an increase of [0
the Provinee's Seven Mile Reservoir o,
on the Pend Oreille River:; authoriz-
ing an eavironmental endowment fund
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faN ORDINANCE concluding an arrangement relating to the High Ross

Dam project subject to a treaty between the United States
and Canada; authorizing an agreement with the Province of
British Columbia providing for the level of Ross Lake and an
ingcrease of the Province's Seven Mile Reservoir on the Pend
Oreille River; authorizing an envircnmental endowment fund
and commission; authorizing an application to the
international Joint Commission with respect to its 1942
Order; and authorizing the conveyance to British Columbia of
City property in the Canadian Skagit valley.

WHEREAS, the City has for many years planned to raise the height

of Ross Lake on the Skagit River te 1725 feet above sea
level, and such plans are reflected by the City's acquisi-
tion in 1929 of the only privately owned land in the reser-
volr area in British Columbia, by its reference in the first
federal license for the Skagit River Project in 1927, by the
issuance of an Order by the International Joint Commission
in 1942 permitting such ralsing of Ross Lake across the
international boundary, and by execution of an agreement
with the Province of British Columbia in 1967 providing for
zuch increase and compensation through the year 2066: and

WHEREAS, the City applied for an amendment to its federal

hydroelectric license to authorize such increase in 1970,
and following extensive public hearimgs was granted such
license by the Federal Energy Regulatory Commission in 1978,
and such license was upheld by the Circuit Court of Appeals
for the District of Columbia in 1980; and

WHEREAS, following such action, the Province of British Columbia

applied to the International Joint Commission to annul its
1942 Order and the 1967 Agreement, and in 1982 the
Commission rejected such application but strongly urged the
Provinee and the City to resolve their differences by
negotiation; and

WHEREAS, such negotiations, under guidelines established by

Resolution 26932, have resulted in agreements which,.
subject toc a confirming treaty by the United States and
Canada, woula provide a power supply to Seattle uniil 2066
of the approximate size and cost of High Ross Dam, and in
the event of discontinuance of such supply, or default, for
the right of Seattle to construct High Ross and receive the
return of capital payments, for the raising of the
Province's Sszven Mile Reservoir acrossa the international
border to the City's Boundary Project, for the establishment
of an environmental endowment commissicn and fund and, in
view of the confirming treaty, for the termination of the
1842 Internaticnal Joint Commission Order; Now, Therefore;

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. As requested by the Mayor and the Superintendent

ﬁf City Light in the materials contained in this ordinance file,

o =
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the Mayor and City Comptroller are hereby authorized for and on
behalf of The City of Seattle to execute and deliver, and the
fcity Comptroller to attest, an agreement with Her Majesty the
gueen in Right of the Province of British Columbia substantially
in the form designated "British Columbia-Seattle agreement® sub-
ject to the coming into force of a confirming treaty between the
covernments of Canada and the United States prior to pecember 31,

1984; providing for the supply of electric capacity and energy to

the City commencing on January 1, 1986 approximately equivalent

o that expected from High Ross Dam, and for the annual payment
therefor of $21,B48,000 in U.S. currency from December 31 of 1986
hrough 2020, being equivalent to the estimated cost of construe-
ion plus certain expected operation costs; agreeing to the
aising of the Province's Seven Mile Reservoir on the Pend

reille River to the City's Poundary Hydroelectric Project upon
he payment of the City's encroachment losses; and providing that
pon discontinuance of electricity deliveries or default by the
rovince, for the return by the Province to the City of capital
ayments and for the City to thereupon raise the height of Ross

m to elevation 1725 feet.

section 2. To foster the purposes of the agreement and
ncourage recreational enhancement and environmental protection
ithin the Skagit River watershed and implement the treaty bet-
en the United States and Canada, the establishment of an
nvironmental endowment fund and a commission to administer the
ame is hereby authorized. The Mayor is further authorized to
appoint members to such commission and to take other appropriate
L ction on behalf of the City under the agreement from time to

rime as may be required.

s 1832
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gaction 3. ‘The Mayor is further authorized for and on
hehalf of the Uity to execute and deliver and the City
Fomptrolier to attest, instruments conveying to the Province of
hritish Columbia, as of January 1. 1986, Lots 221 and 222, Group
, Yale Division, Yale pistrict Penticton Assessmenl Area,

orovince of British Columbia, as contemplated by the Agreement.

gection 4. The Mayor is further authorized Eor and on
behalf of Ehe Ccity to make a joint application with the Prnvince.
Lo the International Joint Commission to terminate such
rommission's Order of January 10, 1942, authorizing the City to
Faise rhe elevation of the Skagit River at the internaktional

houndary to 1725 feet above mean sea level; such termination to

Pa:mma effective only upon the coming inte force prior to

ce.oer 31, 1984, of a treaty between the Governments of Canada
nd the United States substantially in the form contained in the
aterials attached to this ordinance confirming the agreement

Luthorized in Section 1.

= T} B




{To be used for sll Ordinances except Emergency.)

Section 5. That eXecution of the Agreement authorized in

Section 1 and any other act pursuant to the authoritwy but prior

to the effective date of this ordinance is hereby ratified and

confirmed.

Section 6., ‘This crdinance shall toke effect and be in foren thirty days from and after its passage and

approval, if appraved by the Mayor; otherwise it shall take effect at the time it shall become o law under the
provisions of the city charter.

Passed by the City Council m....;-la[? dayof ... M SR , 193y,
and signed by me in open session in authentication of s passage this . ?.335' y of

Approved by me this . 37 day of. .. \JoM

Filed

by me this, . 3?5, day of... Tommﬁ , 1984,

Attest: . J—“"""“'
City Culuph-nllu and City Clerk.
(SEAL)
BT Fanioo. LD

Deputy Clerk.

[~ TX BN
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BRITISH COLUMBIA - SEATTLE AGREEMENT
- {1/10/84)
THIS AGREEMENT made this day of A.D. 1883
ﬁetwaan:
HER MAJESTY THE QUEEN iIN RIGHT OF THE PROVINCE
OF BRITISH COLUMBTL {hereinafter called "British
Columbia®)
AND
THE CITY OF SEATTLE, a Municipal Corporation
of the State cf Washington, one of the United
gtates of America {hereinafter called “ceattle")
Whereas the International Joint Commission (IJC). BY Drder
dated April 28, 1382, urged British columbia and Seattle as
parties under that order, to come to some agreemant with respect
to their differences Over the authorized construction of
High Ross Dam Dy geattle which would raise the elevation of
Ross Lake and thus of the Skagit River at the International
poundary from its present normal full pool elevation of 1602.5 to

elevation 1725; and

whereas by said Order the IJC considered tnat in the then
existing circumstances ROSS take should not Le ralsed above its
axisting level provided that the City recsive appropriate
compensation for the loss of a valuable and reliable source of

electric power in the form of High Ross Dam; and

Whereas by said Order the IJC sought the formal

participation of the Governments of capada and of the



United States in order to implement any non-high dam agreement
which might be reached, and toward that end established a

Joint Consultative Group consisting of representatives of the two
Governments, of the Commission, and of the parties, to receive
quarterly reports from the parties on their efforts to arrive at

such an agreement; and

Whereas the parties have held numerous meetings, including
those of their financial and technical groups since the above
referenced Order of the IJC of April 28, 1982 and have reported
fully to meetings of the Joint Consultative Group in June,
Septenber and December cf 1982 and Pebruary, August and December

of 1983 concerning their negotiaticns; and

Whereas the IJC, the parties and the respective Governments
have concluded that an agreement between the parties should ke
confirmed by and be subject to a treaty between the

Governmenktsy

Now therefore the parties do hereby solemnly agree as

follows:

gection 1, = Definitions

Tha following terms used in this Agreement or in Appendices
hereto shall mean:
"Aqgreement” shall mean this Agreement and its Appendices

A=E.
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“Normal full pool elevation®™ means the water level at the
dam determined by means of measuriﬁg elevation above mean sea
level, excluding variations due to wind and wave action on
surface water and variations resulting from extraordinary flood
conditions, and which in the case of Ross Lake is based ;n The
city of Seattle Ross Dam datum for Rosa Lake and in the case of
Seven Mile reservoir is based on the Geodetic Survey of Canada
datum for the Seven Mile Reservoir.

"Notification® means notice in writing from the Premier of
British Columbia to the Mayor of SB;ttla, or vice versa, of
intention to discontinue certain provisions of the agreement.
such notice shall be deposited, registered and prepald in the
United States or the Canadian mail, as appropriate, Following
mailing, such notice shall alsc be published in a daily newspaper
of general circulation in both seattle. Washington and Victoria,
British Columbia. The notice ghall be deemed to have been given
upon the date of publication in Seattle or victoria, whichever 1is
later,

mgkagit bus®™ means the Diablo switchyard on the Skagit
Rivar, or its successor switchyard, which is the collection point
for power from Diablo and Ross power houses on the Skagit River.

“Treaty" means the Treaty between the Government of Capada
ana the Government of the United States of america confirming

t+his Agreement.



section 2. - Term of Agreemcnt

ar

This Agreement will come into force on the date executed by
Eritish Columbia and Seattle and shall continue through Januarcy
1, 2066. If the Treaty has not come into force by

pecember 31, 1984, this Agreement shall terminate on that datea.

Seattle and British Columbia will jointly regquest the IJC to
terminate its 1942 order of Approval regarding the Ross Dam on
the Skagit River, effectlve only upon the entry into force of the
Treaty and the Agreement. Seattle and British Columbia recognize
that the IJC may take such action on its own motion and agree

that neither will cbject should the 1JC so act.

Section 3. - Non-Flooding of Skagit Valley

gSeattle shall not raise Ross Dam or operate Ross Lake ahove
a normal full poel elavation cE 1602.5, unless before
January 1, 2061, a five-year notice of discontinuance period has
commenced at the instance of British Columbia pursuant to Section
9, or a determination of material breach of the Agreement by

British Columbia has been made pursuant to Section 10.

gecticn 4. - British Columbia to Supply Electricity

British Cclumbia shall supply Seattle with the electricity
approximately anticipated from High Ross Dam, consisting of

37.3 average MW of firm energy, capacity based upon the



dicference between existing Ross Dam production and 532 MW, in
the months of November through March, and capacity not exceeding
150 MW in the months of April through October, commencing

January 1, 1986 and for the term of this Agreement. The

gpecific amounts of firm energy and capacity and schedule of
deliveries shall be as detailed in Appendix A, subject toc
medifications which may result from future discussions and mutual
agreement between British Columbia Hydro and Power Authority and

the Seattle City Light Department, oOr their successor agencies.

Section 5. = Seattle Payments for Electricity

Geattle shall make annual fixed capital payments to British
Columbia prior to December 31 of each year beginning in 1386 to,
and including the year 2020, of 521,848,000 (U.3.), which
represents the annual cost that would have been incurred by
Seattle through the construction of High Ross Dam. This amount
will be augmented by annual payments by Seattle prior to
pecember 31 of each year beginning in 1986 to and including the
year 2065, representing the nﬁerating and maintenance expenses
that would have been incurred by Seattle in the annual operation
of High ﬁnss Dam. The initial payment shall be $100,000 {(U.5.);
subsequent payments to change annually at the same rate as the
U.5. Consuner Price Index. Although the fixed capital payments
terminate in 2020, it is agreed that they shall be considered

sufficient,; together with the operation and maintenance
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equivalency payments, and the benefits of Seven Mile floocding
rights, to pay British Columbia for the delivery of electricity

under Section 4 through January 1, 2066.

Section 6. — Wheeling Costs

The costs of wheeling up to 230 MW of power to the Seattle
icad center shall be the raesponsibility of British Columbia.
ceattle will only be responsible for wheeling costs for capacity
in excess of 230 MW. Specific wheeling arrangements shall be as
described in Appendix A, British Columbia and Seattle will work
in concert to achieve mutually beneficial wheeling arrangements,
but in no case will the costs be at a higher rate than those paid

by Seattle for similar whaeling.

section 7. =- Flooding in the United States by Seven Mile Reservoir

Seattle agrees that British Columbia may operate Saeven Mile
‘Reservoir to normal full pool elevation of 1730 feet, flooding
into Washington State to a depth of approximately 15 feet until
January 1, 2066, subject to the provisions of g{p){ii). British
Columbia shall deliver to Seattle energy and capacity lost at
Boundary Dam due to tailwater encroachment by the Seven Mile
Reservoir in accordance with Appendix A. British Columbia shall
also deliver energy as reguired by 9{C)(ii). British Columbia
- ghall not raise Seven Mile peserveir across the international
boundary prior £¢ January 1, 1986, without prlor agreement with

Sseattle.



Section 8. - Periodic Review

At intervals of noc more than ten years after coming into

force of this Agreement, British Columbia and Seattle shall

review the terms and conditions of the Agreement in light of all

applicable circumstances in order to determine the advisability

of beneficial changes. Failure to agree to any proposed change

shall not be subject to the provisions of Section 10.

Section 9. = Discontinuance of Certain Obligations

A

Seattle may discontinue its cbligation to make payments
under Section 5, and British Columbia may discontinue its
obligation to deliver capacity and energy under Sections 4
and 6 by notification. Following notification of either
British Columbia's or Seattle's decision to so discontinue
there will be a one-year review pericod during which the
notification may be withdrawn unilaterally by the notifying
party upon like notification, At the end of this one-year
review pericd, if the notification is not withdrawn, a
five-year notice period shall commence, at the end of which
period discontinuance will become effective and the relevant
obligations will end, unless notification is withdrawn by
consent of both British Columbia and Seattle, or unless both
agree to earlier discontinuance. HNotification of intent to
so discontinue may not be given prior to January 1, 1991, by

sither British Columbia or Seattle.



C.

In the event of discontinuance initiated by Seattle, its

authority to flood into British Columbia will be limited to

normal full pocl elevation of 1602.5 feet.

In the event of discontinuance initiated by British Columbia

and the commencement of a five-year notice period:

(1)

(ii)}

Seattle may begin construction of High Ross Dam
immediately and flood land in British Columbia up to
normal full pool elevation 1725 feet. Full compensation
to British Columbia for the duration of this Agreement
for such cperation will be provided for by payment for
actual costs of road relocation, recreaticn
improvements, and reservoir clearing as set forth in
Appendix B, by the continued floocding of the Seven Mile
Reservoir into the United States to normal full pool
alevaticn 1730 feet and by continued contributions to

and operation of the Environmental Endowment Fund.

If Seattle does not exercise its right under 9(C)(i),
compensation to be provided by British Columbia to
gseattle for the continued operation of the Seven Mile
Project, in addition tc delivery to Seattle of energy
and capacity lost at Boundary Dam by tailwater
encroachment, will be the eguivalent of 1.05 average

Mw of firm energy delivered annually at Blaine,



{1ii)

{iv)

(v)

T

Subject to the provisions of 9(D)(ii), British Columbia

will continue to have aufhcrity to operate the Seven

Mile Project at normal full pool elevation 1730 feet.

Britieh Columbia shall retiurn to Seattle:

{a)

{b)

should Seattle opt to construct High Ross Dam, a
sum of money in U.S. currency sufficient to
construct High Ross Dam, and either money or
replacement power sufficient to fully replace
power losses to Seattle due to construction. The
sum to be returned shall include only cost items
specified in Appendix B, adjusted to reflect
actual costs at the Lime construction is
commenced, less the capitalized value at that date
of Seattle's capital payments not made or to be

made under this Agreement through the year 2020;

should Seattle opt not to construct High Ross Dam,
the lesser of: a sum in 0.5. currency sufficient

to acquire equivalent energy resources until 2066

less the sapitalized value, in the year Seattle so
opts, of Seattle's capital payments not made or to
be made under this Agreement through the year

2020; or that sum provided in 9(C){iv)(a).

Seattle shall exercise its option either to construct

High Ross Dam under 3(C}(iv){(a) or not toc construct

e



under 9(C)(iv)(bp) by giving notice to British Columbia.
Seattle's notice shall include an estimate of the lesser
of a sum sufficient to construct High Ross Dam or to
acquire equivalent energy resources, as appropriate.
less the capitalized value of capital payments not made
or to pe madeto British Columbia, together with a sche-
dule for construction of High Ross Dam or acquisition of
alternative rescurces. Within three months of such
notice British Columbia shall give notice to Seattle of
its intention to: repay immediately, as construction
costs are incurred, or on the completion of High Rogs or
its alternative resource; its decision to provide
seattle either money or power to replace power losses
during construction; and, any objections to Seattle's
estimate of British Columbia's repayment obligation.
Failure to give such notice by British Celumbia shall be
deemed to indicate: British columbia's agreement with
saattle's cost estimates; its repayment on the earliest
repayment date; and its payment for replacement power
losses in money. HNotices hereunder shall be given in
writing from the Premier of British Columbia to the
Mayor of Seattle, or vice wersa, which shall be depo-
sited, registered and prgpaid in the United States or
canadian mail, as appropriate, and shall be deemed to

have been given as of the date of mailing.




{vi)

Sgattle shall retain the option to exercise the
provisions of either 9{C)(iv)(a) or 9(C)(iv)(b) for the
remaining period of this Agreement, provided that
British C»lumbia shall retain control of funds paid by
Seattle prior to such discontinuance, until fellowing
exercise of such option by Seattle, repayment is made by
British Columbia in accordance with the terms of

9(C)(iv) and (v}.

D. Interim remedies to Seattle shall include the following:

{i}

{ii)

In order that Seattle not be damaged pending the
submission to and determination by tha arbitration
trlﬁunal provided for in Section 10, that

British Columbia has failed to discharge its obiigations
to deliver energy and capacity to Seattle under the
Agreement, British Columbia shall take all possible
measures during this Agreement to ensure that there
shall be immediately transferred to Seattle from sources
available to British Columbia in the United States, or
exported by British Columbia to the United States, such
energy and capacity as may be required to fulfill
British Columbia's chligation to deliver electricity

under the Agreement.

If the amounts of energy and capacity required under the

Agreement are not delivered or transferred to Seattle,



or if British Columbia does not satisfy an arbitration
award under Section 10, British Calﬁmhia shall forthwith
lower Seven Mile Reservoir so as not to extend across
the international boundary. Upon satisfaction of
British Columbia's obligations to Seattle to deliver
energy and capacity under the Agreement, and payment 1in
full of any arbitration award to Seattle by

British Columbia, or by Canada to the United States
under the Treaty, British Columbia may raise the normal
full pool elevation of the Seven Mile Reservoir to 1730

faet.

(iii) Should the arbitration tribunal determine that

British Columbia had not failed in its obligations under
g(c){iv} or (v), had not failed to deliver power, oOr had
not otherwise been in material breach, tée tribunal may
find compensation payable te British Columbia from
Seattle to the extent of the electricity received by
Seattle from British Columbia sources and the loss of
electricity through lowering the Seven Mile Reservoir as

provided for in subparagraphs (i) and {ii) above.

Section 10. - Dispute Resolution

Disputes between British Columbia and Seattle arising out of

this Agraeement shall be resolved exclusively as provided in this

i T 1



Section. Pending any decision by a consulting beoard or by
arbitration, the obligations of tﬁE parties shall remain
affactive and outstanding, including without limitation the
obligation of British Columbia to deliver electricity under this

Agreement.

(a) At the request of both British Columbia and Seattle, any
matter may be referred to a consulting board composed of
four members, two of whom shall be appointed by
pritish Columbia and two by ggattle, A decision of a
majority of the consulting board shall be final and
binding on the parties. Any matter not decided by
majority vote within three months of the date of
submission shall be referred to the arbitration
tribunal. The consulting board may not consider an
allegation, or make a determination, of material breach

of the Agraement.

(b) At the request of either British Columbia or Seattle,
any matter may De referred for determination to an
arbitration tribunal whick shall decide such guestions
in accordance with the rules in Appendix C. All
decisions of the arbitration tribunal shall be £inal and
binding and promptly carried cut by British Columbia and

sEeattle.

{c) If the consulting board or the arbitration tribunal

deems it appropriate, it may assess an amount of Tompen-

-} 3=




{d)

(e)

A

Eati?n in either electricity or money to reimburse the
complainant for any losses resulting Erom nonperformance
under the Agreement. Upon a determinaticn of material
breach by an arbitration tribunal, the performance of
chbligations and consequences upon discontinuance sat
forth in Secticn 9 shall be required and imposed by such

tribunal.

The Governments of Canada and the United Statss of
america shall be notified of the reference of any matter
to an arbitration tribumal. Although not parties, they

may appear before and make submissions to such tribunal.

Copies of all documents and notices of all proceedings
shall be provided to the Governments of Canada and the
United States of America in the same manner and at the
same time as they are provided to the parties to the
arbitration pursuant to the rules contained in Appendix

EI

section 11, - Environmental Endowment Fund

pritish Columbia and Seattle shall establish an
Environmental Endowment Fund to finance and zn Environmental
Endowment Commission to administer the provision and maintenance
of environmental amenities and recreation facilities in the Ross
Lake/Skagit Valley area, as outlined in Appendix D, to which

-Seattle will be the prime initizl contributor.



Section 12, - Reversion of Seattle Property to British Columbia

w

Seattle shall convey to British Columbia as of January 1.
1986, Lots 221 and 222, Group 1, Yale Division, Yale District,
Penticton Assessment Area, but such conveyvance will not adversely
affect Seattle's rights under Sections 3 and 9. British Columbia
shall not administer the Skagit Valley below elevation 1725 in a
manner inconsistent with Seattle's exercise of rights upoen
discontinuance as provided in Sections 3 and 9, nor shall it
divert any water of the Skagit River from its natural channel for
any use other than consumptive use within the watershed of that

river.

Section 13, - Agreement Report

A general descripticon of the Agreement, as defined in
Section 1 hereof, its background and its intended operation, is
attached herétu as Appendix E., It is a part of the Agreement,
provided that in the event of any conflict between Appendix E and

Sections 1-12 herecf, the latter shall govern.




LIST OF APPENDICES

-

Appendix A: Seattle City Light - B.C. Hydro Proposed
Technical Arrangements :

Appendix B: High Ross Dam Project - Cash Flow Projecticn
Appendix C: Arbitration Rules
Appendix D: Envirormental Endowment Fund and Commission

Appendix E: Agreement Report
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APPENDIX 'A'

TECHNICAL ARRANGEMENTS
WITH REGARD TO SKAGIT HIGH ROSS IN LIED DELIVERIES
INVOLVING THE BRITISH COLUMBIA HYDRO & POWER AUTHORITY (BCH)

AND THE CiT¥ QOF SEATTLE, CITY LIGHT DEPARTMENT {SCL)

-

SECTION 1 = Energys:

BCH shall have the responsibility to deliver to SCL 35.4 Average

Annual MW at the Seattle load center.

This amount is derived from 37.3 Average Annual MW at the Skagit
Bus, and using the Berry/Gordon figures in the report of April,
1982, losses to Seattle are computed t 5%, or 1.9 MW, which

produces 35.4 average MW ot the Seattla load center.

The modified rule curve studies of June 30, 1982 show an average
of 336.9 MW for High Ross and 298.9 for existing Ross. It has
been agreed that these studies will be used for the purpcse of

determining base monthly energy shape from BCH ko SCL.

Prorating this shaping to the 35.4 MW average annual energy gives
the following monthly numbers in average MW which BCH shall have

the responsibility to deliver to SCL at the Seattle lcad center.

JUOLY 24.0 KMoV 34.7 MAR 59.4
AUG 17.7 DEC 45.2 APR 27.3
SEP 13.0 JAN 58.0 MAY 25.7
oCcT 18.5 FEB 67.3 JUH 36.3

BCH shall not be reguired to deliver more than cne half of the

monthly energy entitlement in any one week.



SECTION 2 - Capacity:

BCH shall deliver to SCL capacity at the Seattle load center as

follows:
April through October: 150 MW at Skagit bus.
November through March: 532 MW less actual capacity of

existing Ross at Skagit bus.
capacity entitlement for the
following week shall be calculated
each Friday as the difference
between 532 MW and the actual
capacity at existing Ross.
Actual capacity deliveries at Seattle for both time periods will

be reduced by 5% to cover losses,

For purposes of this Section 2, capacity shall mean the right of
sCL to schedule hourly amounts from BCH up to the maximum capa-

city set forth above.

SECTION 3 - Transmission

BCH shall be responsible for transmission of up to 230 MW to the
sCL load center., BCH and SCL shall jeintly work towards
arranging an annual wheeling agreement with BPA for 200 MW; it
this cannot be accomplished, the annual wheeling agreement shall
be for 230 MW. SCL shall be responsible for transmission above

230 MW.

The firm wheeling capacity coniracted between BCH and SCL shall
be available for BCH's use when not scheduled for deliveries

442—



under this agreement tc the extent that this can be arranged with

BPA.

SECTION 4 - Energy Shifts and Storage Transactions

A, Inter-Month Energy Balance Acccunt

At SCL's request energy may be shifted among mont! = from
the amounts listed in Section 1 according to the following

provisions:

{1) Peginning July 1 of each year an energy balance account
will be established consisting of the cumulation of
MW.h of energy shifted among months. The value in this
account may be either positive cor negative, bui may in
magnitude not exceed 5,000 MW.h, unless otherwise
mutually agreed. This account must be zerc on June 30
of esach year. Energy shifts increasing the amount for

a month will be counted as positive.

{2) The magnitude of energy shifted in any month may not

excead 5,000 MW.h.

{3) SCL shall notify BCH of energy shifts in subparagraph
4.A.1 at least ten days in advance except in the severe

circumstancas described in Secticon 5.A.

B. Storage Account

Upon the request of BCH, SCL will accept delivery of energy

for storage in Ross Reservoir with the following conditions:

-|-3u|-



1. The total amount of energy in the Storage Account shall

not exceed 50,000 MWh unless dtherwise mutually agreed.

2. No charges shall be assessed by SCL for the return of

the stored energy.

3. 1f the return of storage energy causes spill on the
SCL system, then the Storage Account will be derated by
the amount of spill., SCL will advise BCH if return of
storage energy may result in spill and if so, the approxi-

mate amount.

4. SCL will give BCH notice of not less than five days of
impending spill of stored energy at Ross Reservoir. Any
such energy spilled will be deducted from the Storage

Account.

5. SCL will not be required to accept or return storage
energy if such action violates its contractual cbligaticns,

legal constraints or operating regquirements.

6. In case of spill the last non=-SCL water stored will bhe

the first non=-SCL water spilled.

7. BCH will notify SCL of storage energy delivery or

return at least one day in advance.

SECTION 5 — Scheduling

SCL will prcvide BCH a schedule of desired cperation by
09:00 each Friday morning. This schedule will include

-4—



desired hourly deliveries for the seven day pericd from

0l1:00 saturday through 24:00 on the following Friday.

This schedule will only be changed by reascn of forced
outages on the SCL system, severe weather changes or
fulfillment of firm contractual cobligations or legal
contraints. One such schedule change may be requested each
week. The schedule change shall be requested by 0900 to be
effective no sooner than 0000 the fullnwihg day. BCH will
make such schedule change to the extent that the BCH system
can respond. Severe weather changes are theose that cause
load changes or streamflow changes which would produce spill

or threaten SCL system integrity.

B. Capacity and associated energy may be scheduled by SCL up to
24 hours per day, subject only to monthly energy limitations

after any shifts pursuant to section 3.

SECTION 6 - Forced Cutages or Maintenance Qutages at Existing Ross

Tt is agreed that maintenance cutages or forced outages longer
than one day in duration at existing Ross will reduce capacity
deliveries by BCH under this agreement in proportion to the

number of units out of gervice,

SECTION 7 - Operating Committee

There shall be an Operating Committee of one BCH and one SCL
representative who will meet not less than twice per year to

-y
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review operations and to plan for any special operations in the

coming pariﬁd - special operation wculd include storage of

energy.

Meetings shall alternate between Seattle and Vancouver.

SECTION 8 - Seven Mile - Boundary Encroachment

BCH shall return ko SCL all capacity and energy lost due to the
encroachment of the Seven Mile PReservoir on Boundary Dam which
shall be returned on a daily basis on the seventh day after loss.
Boundary encroachment losses shall be calculated on a "real time"
basis, or on & negotiated amount by SCL and BCH. Such approaches

may be agreed to and modified from time to time.

Encreachment energy & capacity losses are deemed to be delivered

at Boundary.

Discussions concerning final solution will be initiated upon

completion of above studies,

SECTION 9 - Force Majeure Clause

It is agreed that SCL's deliveries shall be treated by BCH in the
same manner as BCH's Lower Mainland load, applying the same
planning and operational criteria in effect on the date of this
agreement. BCH will use its best efforts to remove, curtail or
contain any cause of delay, interruption, or failure to deliver

power and to resume deliveries with the least possible delay, but

Sy
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shall not be liable to SCL for any delay, interruption or failure
which is generaily applicabie to its Lower Mainland load, and
which have been caused by forces beyond the control of BCH and
Britishk Columbia, such as flocd, earthguake, storm, war, civil
disturbance or laber disturbance. If not sc caused, the
foregoing non-liability provisien shall not apply. Any energy
deliveries interrupted for any reason shall be rescheduled for
delivery by BCH to SCL during comparable time periods as soon as

practicable.

BCH shall not be responsible for transmission problems outside of

its own system.
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RESERVOIR CLEARING, ROAD CONSTRUCTION AND
~ RECREATION CONTRIBUTION IN CANADA

Incroduction

This is a description of the lioe jtems 3b (1), (2), and (3} of Appendix B.
1t is intended to provide a specifications guide for work to be performed
{n Cansds upon the comstruction of High Roas Dam. <Certain cost astinates
expressed in January 1982 dollars {(U.S5.) which have been escalated

through a projected 49-month comstruction period are gleo included, but
ars intended only as illustrative of what costs wonld have spproximated if
the project had been pndertaken in 1982; they also serve as a general point
of reference sn the smount and type of work to be performed under line
{rems 3 (1), (2), or (3).

RESERVOIR CLEARING

GENERAL DESCRIPTION

The principal types and scraages which would require clearing have been
classified on the basis of forest cover and ground conditions. Each type
was assigned one or more clearing creatments based on the size and density
of forest sctand and Che ground condicions as ghown on Table 1.

The following criteria was established for estimating purposes:

Clearing

A. Areas between the drawdowm line, elevarion 1669, and the clearing
boundary, generally elevation 1727.

1. Flat ground and slopes of less than 40 percent: All trees and
brush removed toc the level of the gurrounding ground. All down
timber Temoved.

2, Slopes of 40 percent and greater: All trees temoved f0 a sfump
height not exceeding six inches above the ground surface measured
on the up-hill side. All molid doun tipber larger than three
inches in dlameter at the butt and/or longer than aight feet
removed. Woody material remaining afcer clearing would not exceed
20 coble feet par acre cleared.

B. Areas below the drawdown line, elavation 1669, = °

1. All trees removed Co & stump height not exceeding 12 inches
pr the stump top diameter, whichever is greater, ahove the ground
surface measured on the up-hill ¢ide €0 a8 not to protrude above
the drawdown elevationm, All solid downt cimber larger than thfee
inches dismeter at the butt andfor longer than eight feet would be
removed provided any volume of wood remaining would not exceed 20
cublic feer per acre cleared.
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Grubbing

In specific aress to be designated before clearing commences, all wood
material to be removed to a depth of ewo feet below ground line in areas
specified for recreational development. The tocal ares to be so treated
within the drawdown zone was eatimated at 200 acres.

pisposal of Material

Wood saterial burned withir the area except that any salvageable material
would be removed to a place of use, manufacture, or storage prior to
burning the residual.

Haterial that could not be disposed of by burning would be buried with &
covering of at least 18 inches of earth.

PROPOSED CLEARING OPERATIONS

Machine Clearing

The raservoir site comprises about 4,2u0 acres of forest land to be
clearad, HNinaty percent of this area would be sulcable for machine

clearing and the remaining 10 percent would require hand clearing om steep
rocky slopes or wet moft ground.

The crane and grapple method would he used along the ﬁ'lusit River and
nuserous swamp areas. The slash, snags, and windfall crees would be lifted
by machine from the wet areas and piled on dry ground for burning.

Hlm.li {Hand) Slashing

Approximately 400 scres (10 percent of forest land) would require the
application of hand clearing methods. These areas are compriszed of
immature forest stands on moderately to steep rocky slopes and residual
forest stands on soft wer soils.

All trees, slash, and brush would be hand felled by power saw. The
materisl left and flomted off the site, plled on the beach with cractors. or
taken to a plle-out site.

Final cleamp around the fringe of the reservolr {elevation 1723 to 1727
feet) would be done by hand, All windfalls and slash would be bucked,
dragged free by tractors or floated free when the reservoir reaches full
pond.

Grubbing Ope rations

Crubbing operations would be confined to the beaches, boat launching ramps,
recreation sites and visual areas within the drawdown zone of the



regarvolr, The areae to be treated at the recreation sites would be ahout
200 acres. _,

grubhinog would be dope primarily with large tractors to remove the stumps
and roots from below ground level and to re-grade che ground surface.
Final claamip would be carried out by small tractors cleaning the beachea
during a spring drawdown.

TOTAL ESTIMATED COST OF CLEARING OPERATION

The cotal estimated cost of clearing operations including floatage coutrol
snd disposal was estimated to be 57,288,00 in Jamary 1982 U.5. dollars as
follows:

Estimated cost of concractor clearing 5 5,907,000
Apsessment for imrature forest 718,000

10 parcent contingency 663,000
Total coat of clearing, excluding % 7,288,000
forestry, engineering and managemant

Details of the tocal estimaced cost of contractor clearing oparations is
shosn on Table 1I.

Since all merchantable trees and logs within the reservoir mrea would he
sold by the B,C, Forest Service and removed by che purchasar prier to
commencenent of clearing operations, nc stumpage charges would be payable.
However, the removal of the immarure trees during clearing might result in
a panalty being charged by the Govermment of B.C. For estimate purposes
this penalty was assumed to be $718,000.

CLEARING SCHEDULE

The reservoir clearing activicies would be controlled by the Ross High Dam
construction schedule and related water levels, Wich this in mind a cash
flow for a 39-month clearing operation was escalated and is summarized in
dollars of the year as showm on Appendix B, line 3b (1) for a total of
$9,487,000.



Table I1
Tofil ESTIMATED COST
Jepuary 1981 0.3, Dollsrs
GEARING OFERATION
CAMATA

COST ESTONATES |
ACRET T B CLEARED Jamiary 1981
CLEARING wvation 1669=1777 7. | Elav. £ 1h 0.2 ilars
™ CLEANING TREATMENT ope ST i sTne 1 oraes | 7% 4R [ THEAL]
1 Down, plle, 'ufn with D8 Cac.- i3 41,33 8§ 800
Hand fell, pile & burn with B8 Cac b1 % 1,524 184 0
1 Oparata whan gromnd 1e drisat.
Dows, pile, burn with D8 Cat.= 236 1,143 89,7
Wmmd fall, float off wite - pid 1,334 13,3
Dowe, plle, burn with DA Cat.= 4% 1,143 4,50
3 Dewn, pile, burn with D8 Cat.- 513 1,143 597,70
fland fell, float off sita = 130 1,33 73,4
Dows, wile, burn wicth DR Cak.— 631 1,143 Ta5,.23
] fown, pdle, buro with DA Cat.= 643 1,13 860 4
Becd fmll, £losc off pice - 43 1,534 i,
Down, pile, burn with DH Cat.— 42 134 $43,108
L) Bown, plile, burn wich DE Cat.= 177 1,38 134,118
Nand fall, Flosr off sice - 3 1,524 7,82
Dows, pile, burm wich D8 Cab.= = L3N LM
5 Towmn, pile, burm with DS Gar.
on sodaracely firs ground = 140 i, 143 160,020
Band slash, pile & burn on
T pround = 50 1,504 73,200
7  BacEat logged
Down, mila, burn with D8 Cac.— 52 1,143 59,436
Down, fle, burn = or, hand
fall, skid, wls aod burn
with 08 Cat.— 308 1,524 459,392
8 Frings area: slevation 17231727
Exeluding uoatsbls arsss 1o 10 1,904 3,120
Rand mleah, plle & burn or fleoal
off sita-
9 Skagit Liver ang swrasps
cranfpile mod butn o 7E3 2Tk R
10 Meadows with brush and scomps
= pile and WaEn 0 0 Li,300
11 Floacage control and dispossl = {i0r Canada + 601 U.S.A.) of $490,000 198 000
TOTAL OOST OF CLEARING OPENATIONS = CAMADA 55,906,854

L



WOAD CORSTROCTION AND RECREATION CONTRIBUTION

BACKGROUND .

By the agreesment of January 10, 1967 between the City of Seattle and the
province of British Columbla the City would replace, at no cost to the
Provinee, the antire public road gituated within the proposed reservoir
pite.

The propased reconstruction of the public road above High Ross Reservolr
was designed to end about WO miles north of the cansdian/U.5. border. The
pet reduction in road codts =0 generatad was o be applied Co recraacional
developments adjacent to the High Ross Reservolr {n British Columbia. The
City also sgreed Lo cAITy out specisl clearing for recreation facilities on
the Canadian porcion of the High Ross Heservolr.

Tuo sections of proposed road wers considered in the cost AsSHEASEENL,
namely:

1, fros mile 0.0 to 8.4 which provides sccess To & main boat launching
gite on tha east shore of High Ross Reservolr sbout two miles norcth of
the Canadian/U.S. border,

2. from mile 7.6 to 10.5 which would extend the proposed road £o the
ﬂlﬁlﬂilﬂfﬂ*ﬁu border.

STANDARDS USED IN ROAD DESLGH

The dasign standards selectad pravided the best cospronise between existing
ground conditions and required speclfications. Road scandard would be
satisfactory for recreation eraffic and controlled, highway=-type log truck
hmling fzom the Resarvolr ared.
The design arandards were:
Borizontal alignment = 35 =mph average speed
Maximum grades — B percent
Subgrada width - 30 feat, sxcept neat Muddy Creek where 26 feet of
wideh is permitred ro reduce the high censtruction costs in this
gection of the toad.

gunning sutface - 24 fapr, except for the Muddy Creek section which
will be 20 feer wide.

Ditches = generally 2 feear deep with side slopes 2:1



Fill slopes: 1-1/2:1

Cut slopes: rock /& = 1/2:1
giles 1=-1/2 - 11
other materials I=3/4 - 1:1

Cravel gicfacing: base 12 inches deep of less than 4=inch size, top
: 6 inches deep of less than 2-inch size.

Certain saction of cut and fill would be widened or narrowed to achieve
balance within reasonable overhaul distances.

BOAD ‘22 CATIONS

The aiigmment of the proposed roads are shown on Plate Nos. 1 aod 2., The
selpction of the aligmments wers based on soll conditions creek crossing
while maintaining park snd aesthetic standards.

COMSTROCTION ESTIMATES FOR ROADS
Yolumes

Volumes were calculated for subgrale constructicn including clearing
removing everburden, earth movement, overhaul and rock movement. Earth
sovement within free haul distances and through overhsul discances for the
8.6- and 2,9-mile roads were calculared to be 141,100, 21,500, 80,500, and
9,200 cubic yards respactively.

BI-Iil'IEE

The 8.4-pile road would require ditching along 5 miles of the route and
43 culverts varying from 12 inches tc B4 inches would be requited. The
2 ,.9-gile road would reguire 23 culverts and dicching nlong the entire
length,

Huddy Crask !rldg_e_

A 70~-foot standard H20S515 highway loading bridge would be constructed. The
bridge crossing would require a l5-foot high bin wall type abutment at the
north end and a 6~Foot concrece footing at the mouth ernd,

Clearing and Grubbing

Ta preserve park secting, stringent clearing: and grubbing etandards were
established. All slash and debris would be piled and burned, leaving none
aa the roadside or under the roadbed. Width of right—of-way and grubbing
requirements would vary with road character,




RECREATION CONTRIBUTION

The City of Seartle agreed to sake the following contribution to the coats
of the ultimste development of recreation facilities on the Canadian
portion of the High Rosa Ragervolr:

1. In lieu of not having to reconstruct the Silver Skagic Road to the
fotarnational Boundary, the City will provide for recreation
developnant of equal value In Canada.

2., The City will carrty out special ahoreline grubbing and groom:ng for the
recreation plan in Canada,

CONSTRUCTION COSTS

The estimated construction coets for the 2.9-mile road, 8.4-mile wroad,
10.5-mile road, trail replacement and for spacial clearing for cecreation
sites are shown in Jaouary 1982 U.S. dollars on Takble 11L.

Iz vas assumed that if a complete road system were To be constructed to the
canadian/U.5. border it would include the gaction berween mile O and

aile B.4 and the section between mile 7.6 and 10.5 (Intecnational Boundary)
for m total cost of $1,757,500. It was further assumed cthat trail
replacemsnc im interrelated with road relocation; thusly, the total cost

for s complete road system from sile O to mile 10.5 and trail replacement
would be $1,825,500. '

In consideration of the agreement betwsen the City of Seattle and the
Province of British Columbia the following allocated costs were developed
for road relocation, and racreation contributien Uased on the ratio of an
8. 4-mile road and a 10.5-mile road and a recraacion contribution for
special clearing.

Ratip = §1,218,400/%1,655,500 = 0.74

Allocated cost for Toad relocation and trall replacement =
{0,74)(51,825,500}) = 51,351,000

Allocated cost for recreation coptribution =
$1,925,500 - 51,351,000 + 260,000 = $714,500



Roads

Clesaring and Grubbing
Earth Movement

Rock Wotk

Culverts

Gravel Surfacing
Muddy Creek Bridge
Clean Up

Sub-Total

10% Concingency

Total Direct Cost of Construction

Tralls
Galene Creek Access Trail

Parking Area for Galene

Parking Area for Skyline/Contennial

Sub=-Toral

10% Contingency

TABLE III

Eunntru:tign Cont

2.9 Mile 8.4 Mile 10.5 Mile
$ 78,200 § 153,000 § 215,600
174,000 323,200 466,200
22,200 55,600 72,500
82,900 51,800 129,700
127,200 368,800 460,700
0 162,500 142,500

5,600 12,700 16,700
$490,100 $1,107,600 51,504,900
49,000 110,000 150,500
$539,100 §1,218,400  $1,655,400
27,000 fr. @ $51.80 §48,600
5,000 fr. @ $1.32 5,600

Toral Direct Cost of Conatruction

Specl al Cleating

Toral Direct Cost of Construction

5,000 fr. @ §1.32

6,600

561,800

6,200

£68,000

5240,000
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CONSTRUCTION SCHEDULE FOR ROAD RELOCATION

The construccion of the proposed road would be coordinated with the
reservoir clearing coperation so that englneering and superviaion
requirements are minimized and so that accesa would be available when the

existing road is flooded., The following constructicm schedule is developed
in cosrdination with the resarvoir clearing plao.

Yaar 1

1. Brisf contractors on the site for road and bridge construction,

2. Start road construction duripg May and complete to Muddy Cresk bridge
dite.

9. Prepare bridge site and install foorings.

Tear 1
1. Contimie road comstruction in early May and complete the B.4 miles.

4. Install Muddy Creek bridge and complate construction of protection
features and approaches.

A cash flow for rosd relocation, based on the allozated cost and the above
schedule, was developed in dollars of the year (f.e,, escalated) and is
shoun on Appendix B, line 3b {3), for a total of $1,762,000.

SCHEDULE OF RECREATION CONTRIBUTION

It was assumed that recreation work would parallel the road relocation
work. A cesh fiow, in dollars of the year (l.e., sscalated), based on the
allocated cost including special clearing is shown an Appendix B,

i{ne 3b(2) for a eoral of 5926,000.
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APPENDIX 'C'
ARBITRATION RULES
BRITISH COLUMBIA - SEATTLE AGREEMENT

SECTION I - INTRODUCTORY RULES

Article 1.= Notice, Calculation of Pericds of Time

1. For the purpcses of these Rules, any notice, including any
communication or proposal, is deemed to have been received if it
is physically delivered to the addressee. Notice shall be deemed
to have been received on the day it is so delivered.

2. For the purposes of calculating a period of time under these
Rules, such period shall begin to run on the day following the
day when a notice, communication or proposal is received. If the
last day of such period is an official holiday or a non-business
day at the residence or place of business of the addressee, the
period is extended until the f£irst business day which follows,
Official holidays or non-business days occurring during the
running of the period of time are included in calculating the
period.

Article 2., - Notice of Arbitration

15 The party initiating recourse to arbitration (hereinafter
called the "claimant®™) shall give to the other party (hereinafter
called the "respondent®) a notice of arbitration.

2. Arbitration proceedings shall be deemed to commence on the
- @ate on which the notice of arbitration is recejved by the
respondent,

3. The notice of arbitration shall inciude the following:
{a) A brief description of the dispute;

(b) A demand that the dispute be referred tc arbitration;
{c) A statement of claim as provided in Article 9.

SECTION IT - COMPOSITION OF THE ARBITRATION TRIBUNAL

Article 3. - Appointment of Arbitrators
1. Each party shall appoint one arbitrator. The two arbitra-

tors thus appointed shall choose a third arbitrator who will act
as the presiding arbitrator of the tribunal.

==



2. If within 15 days after the receipt of a party's notifica-
tion of the appeintment of an arbitrator the other party has not
notified the first party of the arbitrator he has appointed, the
first party may thereupon request the Secretary-General of the
International Center for the Settlement of Investment Disputes at
Washington, D.C. to appoint the second arbitrator.

3. If within 15 days after the appointment of the second
arbitrator the two arbitrators have not agreed on the choice of
the presiding arbitrator, the presiding arbitrator shall be
appointed by the Secretary-General of the International Center
faor the Settlament of Investment Disputes at Washington, D.C. as
follows:

The Secretary-General shall, at the regquest of one of the
parties, appoint the presiding arbitrator as promptly as
possible. In making the appointment, the Secretary-General shall
use the Following list-procedure, unless both parties agree that
the list-procedure should not be used or unless the
Secretary=-General determines in his discretion that the use of
the list-procedure is not apprepriate for the case:

{a) Within 15 days after notice, each party shall submit to
the Secretary-General a list containing at least three
names,

{b) The Secretary-General shall appoint the presiding
arbitrator from among the names on the above lists.

If for any reason the appointment of the second or presiding
arbitrator cannot be made according to this procedure, the
Secretary-General may exercise his or her discretion in
appointing the second or presiding arbitrator.

Wwhen the Secrestary-General is reguested to appeint an
arbitrator, the party which makes the regquest shall send to the
Secretary-General a copy of the notice of arbitration and a copy
of the Agreement. The Secretary-General may require from either
party such information as deemed necessary to fulfill its
request. Upen appointment of the presiding arbitrator, the
arbitraticn tribunal shall be deemed to have been formed and
shall so notify the parties.

Article 4. - Replacement of an Arbitrator

In the event of the death or resignation of an arbitrator
during the course of the arbitration proceedings, a substitute
arbitrator shall be appointed or chosen pursuant to the procedure
that was applicable to the appointment or choice of the arbitra-
tor baing replaced,




Article 5. — Repetition of Hearings in the Event of the
Repiaﬂem&nt of an Arbitrator

1f the presiding arbitrator is replaced, any hearings held
previously shall be repeated; if any other arbitrator is
replaced, such prior hearings may be repeated at the discretion
of tha arbitration tribunal.

SECTION II1 - ARBITRATION PROCEEDINGS

Article 6. = General Provisions

1. Subject to these Rules, the arbitration tribunal may conduct
the arbitration in such manner as it considers appropriate, pro-
vided that the parties are treated with equality and that at any
stage of the proceedings each party is given a full opportunity
of presenting its case.

2 1f either party so reguests at any stage of the proceedings,
the arbitration tribunal shall hold hearings for the presentation
ofi evidence by witnesses, including expert witnesses, or for oral
argument, In the absence of such a reguest, the arbitration tri-
bunal shall decide whether to hold such hearings or whether the
proceedings shall be conducted on the basis of documents and
other materials.

a. All documents or information supplied to the arbitration
tribunal by one party shall at the same time be communicated by
that party to the other party.

4. The Governments of Canada and the United States of America
ghall be notified of the reference of any matter tc an arbitra-
tien tribunal and, while not parties, may appear before and make
submissions to such tribunal.

5. Copies of all documents and notices of all proceedings shall
be provided tc the Governments of Canada and the United States of
America in the same manner and at tke same time as they are pro-
vided to the parties to the arbitration pursuant to these rules.

article 7. - Place of Arbitration

The place of arbitration shall be elither Vancouver, B.C. or
Seattle, WA., selected by lot by the presiding arbitrator; or
sessions may alternate between the Lwo cities at the presiding
arbitrator's discretion.



Article B. - Language

The arbitratien tribunal shall conduct its proceedings in
English.

Article 9. = Statement of Claim

l. The statement of ¢laim shall be contained in the notice of
arbitration, and the claimant shall communicate a statement of
claim in writing to the respondent and to each of the
arbitrators. A copy of the Seattle = British Columbia Agreement
and the Treaty shall be annexed thereto.

2. The statement of claim shall include the following
particulars:

{a) A statement of the facts supporting the claim;
2 (b) The points at issue;
{(c) The relief or remedy sought.

The claimant may annex to a statement of claim all documents
deemed relevant or may add a reference to the documents or other
evidence to be submitted,

Article 10. - Statement of Defense

1. Witiin thirty days of receipt of a statement of claim the
respondeint shall communicate a statement of defense in writing
to the claimant and to each of the arbitrators.

2. The statement of defense shall reply to the particulars (al,
{b) and (c¢) of the statement of claim. Tha respondent may annex
the documents on which reliance is placed or may add a refarence
to the documents or other evidence to be submitted.

3. fn its statement of defensa, the respondent may make a
counter-claim, arising out of the Agreement, or a claim arising
out of the Agreement, for the purpose of a set-off,

Article 11. — Amendments to the Claim or Defense

During the course of the arbitration proceedings either
party may amend or supplement a statement claim or defense unless
the arbitration tribunal considers it inappropriate to allow such
amendment having regard to the delay in making it or prejudice to
the other party or any other circumstances.

Article 12. — Further Written Statements

The arbitration tribunal shall decide which further written
statements, in addition tc the statement of claim and the state=
ment of defense, shall be reguired from the parties or may be
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presented by them and shall fix the periods of time for com-
municating such statements.

-~

Article 13. - Periods of Time

The periods of time fixed by the arbitration tribunal for
the communication of written statements (including the statament
of claim and statement of defense) should not exceed 30 days.
However, the arbitration tribunal may extend the time-limits if
it concludes that an extension is justified.

Article 14, - Evidence and Hearings

1. Each party shall have the burden of proving the facts relied
on to support a claim or defense, save those conceded by the
other party.

2. The arbitration tribunal may, if it considers it
appropriate, require a party to deliver to the tribunal and to
the other party, within such a period of time as the arbitration
tribunal shall decide, a summary of the documents and other evi-
dence which that party intends to present in suppert of the facts
in issue set out in a statement of claim or statement of

defense.

3. At any time during the arbitration proceedings the arbitra-
tion tribunal may require the parties toc produce documents, exhi-
bits or other evidence within such a pericd of time as the
tribunal shall determine.

4. In the event of an oral hearing, the arbitration tribunal
shall give the parties adequate advance notica of the date, time
and place thereof.

5. 1f witnesses are to be heard, at least fifteen days bafore
the hearing each party shall communicate to the arbitration tri-
bunal and to the other party the names and addresses of the wit-
nesses to be presented, and a synopsis of the witness!' proposead
testimony.

B The arbitration tribunal shall make arrangements for the
record of the hearing if it is deemed necessary by the tribunal
under the circumstances of the case, or if the parties have
agreed thereto and have communicated such agreement to the tribu-
nal at least fifteen days before the hearing.

7. Hearings shall be held in camera unlass the parties agree
otherwise. The arbitration tribunal may requiro the retirement
of any witness or witnesses during the testimony of other wit-
nesses, The arbitration tribunal is free to determine the manner
in which witnesses ar® examined.

5=



B. Evidence of witnesses may also be presented in the form of
written statements signed by them.

9. Formal rules of evidence shall nat apply and the arbitration
tribunal shall determine the admissibility, relevance,
materiality and weight of the evidence cffered.

Articie 15. = Interim Measures of Protection

At the request of either party, the arbitration tribunal may
take any interim measures it deems necessary in respect of the
subject-matter of the dispute.

Article l6. = pefault

1. 1£, within the pericd of time fixed by the arbitration tri-
bunal, the respondent has failed to communicate a statement of
defense, or any other written statement, without showing suf-
ficient cause for such failure, the arbitration tribunal shall
order that the proceedings continue.

2. 1f cne of the parties, duly notified under these rules,
fails toc appear at a hearing, without showing sufficient cause
for such failure, the arbitration tribunal may proceed with the
arbitration.

3. 1f one of the parties, duly invited to produce documentary
evidence, fails to do so within the established pericd of time,
without showing sufficient cause for such failure, the arbitra-
tion tribunal may make the award on the evidence before it.

Article 17. - closure of Hearings

15 The arbitratiecn rribunal may inquire of the parties if they

have any further proof to offer or witnesses to be heard or sub=-

missions to make and, if there are none, or in its discretion, it
may declare the hearings closed and the matter finally submitted

to it by the parties.

2. The arbitration tribunal may, if it considers it necessary
owing to exceptional circumstances, decide, on jts own motion oOr
upon application of a party, to reopen the hearings at any time
baefore the award is made.

Article 1B, — Waiver of Rules

A party who Knows that any provisien of, or requirement
under, these Rules has not been complied with and yet proceads
with the arbitration without promptly stating an ghjection to

such non-ccmpliance, shall be deemed to have waived the right o
object.



SECTION IV - THE AWARD

Article 19. - Decisions

Any award or other decision of the arbitration tribunal
shall be made by a majority of the arbitrators within 45 days of
final submission of the matter to it by the parties.

Article 20, - Form and Effect of the Award

Lu In addition to making a final award, the arbitration tribu-
nal shall be entitled to make interim, interlocutory, or partial
awards.

2. The award shall be made in writing signed by at least a
majority of the arbitrators and shall be final and binding on the
parties. If a majority cannot be obtained, the decision of the
presiding arbitrator shall be final and binding on the parties,.
The parties undertake to carry out +he award without delay.

3. rhe arbitration tribunal shall state the reasons upon which
the award is based, unless the parties have agreed that no
reasons are to be given.

4. An award shall contain the date on which and the place where
the award was made. Where there are three arbitrators and cne of
them fails to sign, the award shall state the reason for the
absence of the signature.

5. Copies of the award signed by the arbitrators shall be com~
municated to the parties by the arbitration tribunal.

6. Any monetary award shall be made and shall be payable in the
currency of the recipient, free of any tax or other deductiOns.

7. The award shall include interest at an appropriata rate from
the date of the wiolation of the Agreement or other event on
which the award is based until the date of the award. The
arbitration tribunal shall also affix an appropriate rate of
interest to be paid from the date of the award until the date
when the award is paid in full. 1In no event shall the interest
rate during the latter period be lower than the prime commercial
lending rate then prevailing in New York City.

Article 21, - Applicable Law

in all cases, the arbitration tribunal shall decide the
dispute and impose sanctions in accordance with the terms of the
Agreement. It may take intec account the relevant usages of the
trade. Subject always to the terms of the Agreement, the
Tribunal may apply such choice of law rules and principles of

.
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commercial and international law as it determines will assist it
in applying the terms of the agreement.

article 22, — Settlement or Other Grounds for Termination

1. If, before the award is made, the parties agree on a setktle-
ment of the dispute, the arbitration tribunal shall either issue
an order for the termination of the arbitration proceedings or, if
requested by both parties and accepted by the tribunal, record

the settlement in the form of an arbitration award on agreed
terms. The arbitration tribunal i3 not cbliged to give reasons
for such an award.

2, Coples of the crder for terminaticn of the arbitration pro-
ceedings or of the arbitration award on agreed terms, signed by

the arbitrators, shall be communicated by the arbitration tribu-
nal to the partias.

Article 22, - Interpretation of the Award

1. Within 30 days after the receipt of the award, either party,
with notice to the other party, may request that the arbitration
tribunal give an interpretation of the award.

2. The interpretation shall be given in writing within 30 days

after the receipt of the request. The interpretation shall form
part of the award.

Article 24, — Correction of the Award

1. Within thirty days after the receipt of the award, aither
party, with notice to the other party, may request the arbitra-
tion tribunal to correct in the award any errors in computation,
any clerical or typographical errors, or &ny errors of similar
nature. The arbitration tribunal may within thirty days after
the communication of thé award make such corrections on its own
initiative.

2.  Within thirty days after the receipt of the award, either
party, with notice to the other party, may request the arbitra-
tion tribunal to make an additional award as to claims presented
in the arbitration proceedings but cmitted from the award.

3. If the arbitration tribunal considers the request for an
additional award to be justified and considers that the omission
can be rectified without any further hearings or evidence, it
shall complete its award within thirty days after the receipt of
the reguast.

Aarticle 25, — Costs

1. The arbitration tribunal shall fix the costs of arbitration
in its award. The term "costs" includes only:




{a) The fees of the arbitration tribunal to be stated
separately as to each member and to be fixed by the
tribunal itself in accordance with this Article;

(b} The travel and cther expenses incurred by the
arbitrators;

{e} Tha travel and other expenses of witnesses to the

extent such expenses are approved by the arbitration
tribunal;

{d} The coets for legal represantation and assistance of
the successful party if such costs were claimed during
the arbitration proceedings, and only to the extent
that the arbitration tribunal determines that the
amount of such costs is reasonable;

{e}) Any fees and expenses of the Secretary-General of the
International Center for the Settlement of Investment
Disputes at Washington, D.C. in the establishment of
the arbritration tribunal.

24 The fees of the arbitration tribunal shall be reasonable in

amount, taking into account the amcunt in dispute, the complexity
of the subject-matter, the time spent by the arbitrators and any

other relevant circumstances of the case.

i, Except as provided in the following paragraph, the costs of-
arbitration shall in general be borne by the unsuccessful party.
However, the arbitration tribunal may apportion each of such
cests between the parties if it determines that apportionment is
reasonable, taking into account the circumstances of the case.

4. With respect to the costs of legal representation and
assistance to the successful party, the arbitration tribunal,
taking into account the circumstances of the case, shall he free
to determine which party shall bear such costs or may apportion
such costs between the parties if it determines that apportion-
mant is reasonable.

S. When the arbitration trihunal issues an order for the ter-
mination of the arbitration proceedings or makes an award on

agreed terms, it shall fix the costs of arbitration in the text
of that order or award.

B Mo additicnal fees may be charged by an arbitration tribunal
for interpretation or correction cr completion of its award.

Article 26. = Deposits of Costs

1. The arbitration tribunal, on its establishment, may request
each party to depcsit an eqgual amount as an advance for costs,.
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2. puring the course of the arbitration proceedings the

arbitration tribunal may require supplementary deposits from the
parties.

3. If the reguired deposits are not paid in £full within thirty
days, the arbitration tribunal shall so inform the parties in
order that one or another of them may make the reguired payment.
1f such payment is not made, the arbitration tribunal may proceed
to an award against the defaulting party or order the suspension
or termination of the arbitration proceedings.

4. After the award has been made, the arbitration tribunal
shall render an accounting to the parties of the deposits
received and return any unexpended balance to the parties.



APPENDIX 'D'
1/10/84

EKAGIT
ENVIROMMENTAL ENDOWMENT FUND
AND COMMISSION
This appendix is part of an agreement between the City of
Seattle and British Columbia and relates to the establishment,

and administration through a Commission, of a Skagit

Environmental Endowment FPund.,

The City of Seattle ("Seattle") and the Government of the

Frovince of British Columbia ("British Columbia™):

Recognizing that the settlement regarding High Ross Dam pre-
sants recreational and environmental opportunities in both the

United States and Canada; and

Recognizing that certain physical improvements to
recreational facilities have been delayed due to the uncertainty

surrounding the raising of Ross Dam; and

Recognizing that Americans and Canadians enjoy recreation on

both sides of the border; and

pesiring to enhance recreational opportunities and protect
environmental resources consistent with authority of governmental

agencies in the United States ard Canada:



Have agreed as follows:

ARTICLE T

British Columbia and Seattle herewith establish a fund to be

called the "sSkagit Environmental Endowment Fund,” administered by

a commission. The Fund shall have as its purpose, within the

watershed of the Skagit River:

[a)

{e)

{di}

{e)

{f}

(g}

To conserve and protect wilderness and wildlife

habitat;

Ta enhance recreational opportunities in the Skagit

Valley;

To acquire mineral or timber rights consistent with

conservation and recreational purposes;
To conduct studies of need and feasibility of projects;

Te plan for and construct hiking trails, foot bridges,

interpretive diaplays and the like;

To cause the removal of stumps and snags in Ross
Reservoir and on the shoreline as deemed appropriate,
and the grooming and contouring of the shoreline, con-

sistent with wildlife habitat protection; and

To connect, if feasible, Manning Provincial Park and

the North Cascades National Park by a trail system.



ARTICLE II

Seattle shall contribute the sum of %1,000,000 (U.S.
currency) to the Fund per year for four years and British
Columbia shall contribute the sum of 5250,000 (U.S. currency) to
the Fund per year for four years. The first such payment shall
be made within four months after the coming into force of the
Treaty but in any event not before January 30, 1985. Subseguent
payments shall be made not later than the anniversary dates of

the first payment.

Seattle shall supplement the Fund by annual paymenks at a
rate set by the Commission not tc exceed 20f (U.S. currency} per
megawatt hour from purchases of electricity pursuant to this
agreemant. Annual payments shall be made on or before December

31 of each year commencing in 1986.

British Columbia shall supplement the Fund by annual
payments at a rate set by the Commission not to exceed 208 (U.S.
currency) per meagawatt hour of electricity resulting from the
raising of the operating level of Seven Mile Reservoir and Dam.
Annual payments shall be made on or before December 31 of each

year commencing in 1986.

Subsequent to 1986, the authorized maximum rate of supple-
mental funding shall be adjusted by the Commission on an annual
basis to account for inflation. Adjustment for inflation shall

be based on the rate of general inflation in the United States.



The Commission shall determine annually, based on budgetary
needs, the actual millage rate to be applied toc these energy
gources for supplemental funding, subject to the maximum limita-
tion above. Additional funds for the Endowment may be sought
from other public or private sources in Canada and the United

Etates.

The annual budget of the Commission shall be subject to
raview and approval by Seattle and British Columbia. All supple-
mental funding and expenditures shall be established by the
annual budget and there shall be no annual carryover of unspent
budgeted amounts, except for amounts for contracts authorized by
British Columbia and Seattle in a previous budget process. Such
budget may authorize expenditures both from the principal and

interest earnings from the Fund.

The Commission shall make an annual report to British
Columbia and Seattle by March 3l of each year. The records and
accounts of the Commission shall be established and maintained in
accordance with generally accepted accounting principles subject
to review and approval by British Columbia and Seattle, and such
records and accounts shall be subject to audit at all times Dy

British Columbia and/or Seattle.

ARTICLE III

It is the intent of the parties that a large majority of the

expenditures from the Fund, averaged over a period of ten years,



shall be made in British Columbia, Exceptions to this poliecy shall be
made only with the unanimous concurrence of the Commission.  HNo
expenditures of the Fund shall be made outside of the Skagit

River drainage north of Ross Dam.

ARTICLE 1V

There is hereby established a Commission which shall consistk
of eight members, four of whom shall be appointed by the Mavor of
Seattle and four by the Premier of British Columbia. Both the
Mayor and the Premier shall endeavor to appoint one member from
their respective governments, one member with financial manage-
ment experience, one member with property management or property
acquisition experience, and one member representing the environ-
mental or conservation interests of the Skagit'vallay.

Alternates may be appointed for each memh&r-of the Commission in
the same manner as the members, Initially, terms of two of the
four Commissioners appointed by both the Mayor and the Premier
shall be for two years, and terms of the remaining two members
appointed by the Mayor and the Premier shall be for four years.
Ali members are subject to removal at the discretion of the Mayor
or Premier at any time. Subsequently, all terms shall be for a
period of four years. In the event a Commissioner is unable to

complete a term, the alternate appointee may do =o.

The Commission shall elect co-chairpersons, one of whom

shall have been appointed by the Mayor and cne by the Premier, for



a term of two years each. A guorum shall consist of at least
six members of the Commission or their alternates, including
always three appointed by the Premiar and three by the Mayor.
The affirmative vote of at least two members appointed by the
Premier and two by the Mayor shall be reéquired for any decision

to be taken by the Commission. Minutes of all meetings shall be

kept,
ARTICLE V

The Commission shall be a non-profit corporate entity and
shall have all powers and capacity necessary and appropriate for
the purpocses of performing its functions under the agreement,

including, but not by way of limitation, the following powers and

capacity:
{a) To acquire and dispose of real property;
{b} ‘To enter into contracts:

{c) To sue or be sued in either Canada or the United

Etates;

(d}) To invest the Endowment Funds in either or both United

States and Canada;

{e) To solicit, accept and use donations, grants, bequests,
or devises intended for furthering the functions of the

Endownent Fund;:; ‘and




{(f) To adopt such rules of procedure as it deems desirable
to enable it to perform the functions se. forth in the

agreement.
ARTICLE VI

It is the intent of the parties that experditures from the
Fund for administrative costs, consultants, travel and the like
be kept to an zbsolute minimum. It is not the intent of the par-
ties that experditures from the Fund replace or supplant
operating budgets or responsibilities of public agencies, nor is
it the intent that the Commission enter intoc cbligatiocns for
maintenance projects on a continuing basis. It is agreed by the
parties that Seattle and British Columbia shall provide staff
support to the Commission on an as nec¢dad basis. The
Commissioners shall receive no remuneration from the Fund;
however, they may oe paid reasonable per diem and travel expenses

as authorized by the annual budget,

ARTICLE VII

1t is intended that the Fund and the Commission shall not be
subject to Federal, State, Provincial or local taxation in Canada

or the United States.
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APPENDIX E
AGREEMENT REPORT
BRITISH COLUMBIA - SEATTLE AGREEMENT

geetion 1: Definitions

Several terms that recur in the Agreement and that are of great siynificance to
operation and interpretation of the Agreement, reguire the specific definitions
set forth in Section 1. The first defines the Agreement to encompass its five
appendices. Each of the sppendices covers certain subjects in considerably
greater detail than dees the main text of the Agreement, and the detail is
necessary for clear interpretation of the Agreement. Thus, unless there is
direct conflict between the appendices and the sections that precede them, they
have equal standing,

The“rormal full pool elevation® definition is intended to provide a workable
wasis for Seattle's and British Columbia's operation of Ross Dam and Seven Mile
pam, respectively, as contemplated by the Agreement. Each project has normal
full pool elevations under various conditions gtipulated in the Agreement.

These slgvaticons are defined at the dams rather than at the international border
to avoid the difficulties of attempting to anticipate the unpredictable wave and
wind action and reservoir slope that can ococur due to extreme run-off or
cperating conditicns. For example, flood control requirements imposed on
geattle in some high flow sitvations may mandate that Ross Lake be overfilled
beyond the normal full pool elevation of hees Dam,

The remaining definitions are fully described by the text of Sectian 1 of the

Agreemant.



Section 2: Ternm of Agreement

As described in this sectionm, the terms of the hgreement will be in effect from
January 1, 1986, through January 1, 2066, except a&s sltered according to
Sectiens 9 and 10 of the Agreement, or as revised by the parties as part of
their periodic review of the Agreement. It iz intended that elements of the
Agreement not expressly discontinued will remain in effect through Januvary 1,
2066, even following orderly discontinuance of the obligations of Secticns 4, 5,
or 6 of the Agreement. Such continuing elements of the Agreement include
cperation of Ross Lake at its existing normal full pool elevation of 1602.5
feet, or as raised pursuant to 9(C)(i), payments to and use of the Environmental
Endowment Fund, and operation of Seven Mile Reservoir a normal full pool
elevation of 1730 feet, subject only to the limitation in DI(ii)., The parties
expect that a Treaty embodying this Agreement will be concluded béfnre Decomber
31, 1984. 1If that proves impossible, the parties may extend the pericd for
conclusion of the Treaty.

Section 3: Non-Flooding of Skagit valley

This section sets the conditions for the cperation by Seattle of the Ross Dam
project pursuant to the Agreement. Specifically, it establishes that Secattle
may continue to operate Ross Lake only at levels consistent with a normal full
pool elevation at the Dam of 1602.5 feet, subject to emergency flood control
regulations as established by the appropriate United States federal agancy, a5
long as British Columbia continues to deliver electricity under the Aoreement.
This elevation obtains under the present reservoir extension into the Province,
and will continue while the energy deliveries.under Section 4 of the Agreement

continue.

The language of this section allows .urther flooding up to a normal full pool
elevation of 1725 feet in the event that British Columbia discontinues
electricity deliveries under the Agreement, The parties intend that if British
Columbia were to initiate the discontinuance of power deliveries and Seattle



were to raise Ross Dam to an elevation of 1725 feet, Seattle's operation of the
higher reservoir would permit the City to continue to receive by generation at
least the amounts of power it will receive from British Columbia under the
Agreement, according to the schedule and other terms gpecified in Section 4 and

Appendix A.

Section 4: PBritish Columbia to Supply Electricity

This section and its companion Appendix A describe the amount, schedule, and
other terms of power deliveries from British Columbia tc Seattle under this
agreement. These deliveries and their gchedule are intended to make Seattle as
well off as if it had raised Ross Dam, by duplicating the expected cutput of
High Ross except where departures from the High Ross schedule and flexikility
were deemed to benefit both the British Columbia and Beattle.

Section 4 states, and Appendix A describes in detail, the British Columbia
electrical energy delivery obligation, which is 37.3 MW average (or 326,748
Mwh/year), all firm energy. This is intended to be invariant from year to year,
and thus more predictable for both parties than an exact estimation and delivery
of the energy that would have been produced by Righ Ross Dam itself in each
year. The 17,3 average annual megawatt figure is calculated at the Skagit bus,
as defined in Section 1 of the Agreement, It includes consideration for
mmmﬂhﬂcmnumrﬂemﬂﬂnhmnnmuqﬂﬂhﬂﬂﬂﬁhhﬂnmiﬂ
subject to no further diminution for environmental compensation or any other
considerations, The only specific adjustments to the basic engrygy figure are
for transmission losses and monthly scheduling flexibility, as set igrth in
Appendix A. It is intended that the parties be permitted to negotiate mutually
hennfinial departures from the basic energy delivery schedule, should such
opportunities arise and should the parties mutually agree to such departures.

Appendix A describes the size and schedule of the Province's électricul peak
capacity delivery obligation. By providing for and limiting the British
Columbia capacity delivery rate in the months of April through Getober, the
Agreement approximates the capacity that would have been available to Seattle
from High Ross and ensures British Columbia a high level of available carrying



capacity on the B.C. hydru interties to the U.S. in those months. During other
months, the Province's capacity obligation ig simply whatever is required to
bring the City of ceattle's sum of existing Ross peak generating capability plus
capacity deliveries received under the Agreement up to a total of 532 MW at the
skagit bus, It is intended that this ebligation raise Seattle's Ross project
plus lgrwemeﬁt capacity to 532 MW, independent of any year's water conditions,
sr the City will have the greatest possible planning certainty and the Frovince

will maintain the greatest surplus management flexibility in most years.

It ie the intent of the parties that B.C. Hydro may elect to use the right to
store up to 50 GWh in Ross Lake to maintain hezd and peak generating capacity at
the existing Ross project and thus 1imit the additional capacity deliveries
under the Agreement, subject to the constrainte set forth in Appendix B, Section
a(b). It is further recognized that B.C. Mydro's right to store energy in RoBS
take may be exercised for any purpase consistent with normal utility practice.

Appendix A also describes the operating obligations and procedures under the
Agreement as they apply to both parties, It is intended that British Columbia
and Seattle will treat the power delivery terms and obligations in the Agreement
and Aappendix A as an operating point of departure, and that they will continue
to geek means of scheduling their joint operating systems that will allow for
mutgally baneficial departures from this Agreement, either in annual eneggy
delivery schedulirg or in the mix of energy and capacity deliveries.

In particular, if British Columbia develops or otherwise identifies a specific
power resource, such as the Seven Mile project as enhanced by additional
upstream storage in the pend Oreille River, or a portien of the Province's
downstream power benefit antitlement or Kootenay diversion rights under the
Columbia River Treaty, that has economic present value, security, and operating
characteristics gufficiently similar to High Ross, the parties may nutually
agree to substitute rights to the output from these specific resources far the
compensaticn deliveries in this gection. The parties gpecifically intend to
mponitor such potential substitute resources that generate power in the United
states or that otherwise offer means of achieving transmizsion or other

efficiencies.



Section 5; Seattle Payments for Electricity

Seattle's compensation to British Columbia for electricity deliveries under
Section 4 is specified in this section as: (a) two direct annual payments,
described in the next paragraph; and (b) Seattle's permission and support for a
Treaty right to allow British columbia to operate Seven Mile Reservoir at a
normal full pool elevation of 1730 feet, which operation would flood
Seattle-owned land in the United States, and British Columbia's right to the
net power increment so gained {after adjustment for backwater encroachment
losses at Boundary Dam that must be returned to Seattle). In addition,
Seattle's overall compensation o British Columbia is understood to include
Seattle's primary contribution to the initial capiral funding and annual
financing of the Envircnmental Endowment Fund established under Section 1l.

The amount and s:hedﬁle of payments Seattle will make to British Columbia is
stipulated in this section. Both the amount and the schedule are intended to
approximate the financial obligations Seattle would face if it were to construct
High Ross for power production beginning in January 1986, Seattle will make a
two-part annual payment to British Columbia at the end of each year. The first
component of this payment represents what seattle would have spent for capital
if it had built High Reoss; the mecond represents the amount that Seattle would
have otherwise spent on operation and maintenance associated with BHigh Ross,.

The component of Sesttle's payment representing the construction coat of High
Ross will be 521,848,000 {(U.5.) per year, payable on December 3l of each year
from 1986 through 2020. This corresponds to an estimated High Ross construction
cost of 5208,376,000 fu.s.} as of Janvary 1, 1986, which includes all costs for
High Ross Dam incurred to date, as described in the IJC's vperry/Gorden Report™
(April 1982), fully financed at 10.1267%, with 35 annual serial payments
beginning December 31, 1986. The cost elements included in this total estimate
are those listeé in Appendix B. Funds expended to date by seattle for
preliminary project costs were an integral part of the cost projections agreed
to, The estimated 1986 capital cost will remain the basis for payments,



independent of actual inflation and interest subseguent to the estimate's
derivation. Thus, the parties intend that Seattle will make 35 annual payments
of §21,848,000 (U.5.) to British Columbia on this schedule regardless of future
changes in estimated High Ross construction cost or interest rates, acsuming no
digcontinuance of power deliveries under the hgreement within that period. The
parties may, by mutual consent, subsequently agree to a semi-annual or other
payment schedule that preserves the present value of payments generated by the
arrangement specified above.

Seattle's annual payment will also include an element reflecting operating and
majintenance costs that would have been associated with High Ross if built.

These payments will be made in every year of the Agreement for which power
deliveries occur pursuant to Section 4. The first payment, based on the 1JC
report's estimate of operation and maintenance costs, will be 5100,000 (U.5.) on
December 31, 1986. Subseguent payments will be adjusted annually thereafter, to
vary at the rate of the United States Consumer Price Index for Urkan Wage

parners and Clerical Workers (CPI1-W), oOr a consistent successor index.

These two streams of payments will constitute the direct firancial portion of
Seattle's compensation to British Columbia for electricity deliveries in lieu of
High Ross. The scheduling of the preponderancre of the payments in the first 235
years of the hgreement shall be congidered adequate financial compensation to
pPritish Columbia for electricity deliveries during the entire periocd, since
annual payments in the initial years are deemed to exceed the value of the
electricity delivered at the ocutset of the Agreement, and eince they closely
replicate the level and schedule of cost obligations Seattle would have faced
had High Rose Dam been constructed,

Section 6: Wheeling Costs

This section, aleng with terms in Appendix A to the Agreement, establishes the
parties' obligations for paying wheeling costs of power from its delivery point
at Blaine to the Seattle load center.



British Columbia is intended to bear the primary repsonsibility for such
wheeling costs except as described below. The basir intent is that, since
seattle would incur no additional wheeling expence were it to raise Ross Dam, it
should not be exposed to such costs under the Agreement.

The parties anticipate two specific exceptions, and intend that Seattle should
participate in the wheeling costs in these circumstances. First, if Seattle
receives more than 230 MW of capacity from British Columbia, the Agreement and
Appendix A stipulate that Seattle will pay the costs for wheeling any power in
excess of 230 MW, thus providing the Province with a more predictable cost
exposure for wheeling. Second, if the wheeling rates applicable to the
Province's wheeling ffom Blaine to Seattle exceod those the City would be
charged for the same wheeling route and capacity wheeled, the Ccity will pay the
full differantial between its rate and the rate charged to the Province. This
exposure is intended to be limited by 2 specific Treaty clause ensuring that the
tranemission costs for wheeling the power delivered under the Agreement will be
no greater than if the power had been generated and wheeled over EPA lines
within the State of Washington.

It is intended by these arrangements that the City and the Province will retain
a shared interest in reasonable transmission rates for the Bonneville Power
Administration and that they will work jointly with BPA to maintain the lowesl
rates possible in view of the firmness of this Agreement's power delivery
cbhligaticn and schedulse,

Tt is further understood that the City, consistent with its own financial and
operaticnal constraints, will attempt to minimize the reguirement for wheeling
above 200 MW and that the parties will examine wheeling cost responsibilities as
part of their periodic review described in Section B of the Agreement. If
opportunities for mutual benefit are available through reassignment of these
responsibilities, or modified operation of these resources, the parties may
modify these arrangements by mutual consent.




Section 7: Flcoding in the United States by Seven Mile Reservoir

Thie section covers British Columbia's rights and cbligations under the
Agreement that involve its Seven Mile Reservoir. It is intended that British
¢plumbia's rights will include the operation of the Reservoir at a normal full
pocl elevation of 1730 feet and ownership of the net increment of power
generated by the Seven Mile Project. The higher Reservoir level will cause
backwater encroachment and attendant power losses at Seattle's Poundary Dam,
British Columbia will be required to return such lost power to Seattle at the
Boundary Project in the full amount and on the same schedule as it would have
been generated by the Boundary Project, had the Seven Mile Reservoir remained at
a normal full pool elevation of 1715 feet. Caleulatiene of these amounts will
be performed jointly by Seattle and British Columbia as further described in

Appendix A, subject in the event of dispute to resolution under the provisions
of Section 10 of the Agreement.

The British Columbia flooding rights described in this section are intended to
last from January 1, 1986, through January 1, 2066, in parallel with the
schedule of power deliveries to Seattle, with the following exceptions., First,
the flooding and higher Reservoir operation may begin prior to 1886, under a
separate agreement. Second, in the event of orderly discontinuance by either
party and fulfillment by British Columbia of all its obligations upon
disceontinuance, the Province is intended to retain its flooding rights and its
right to the net power increment from the higher Seven Mile Reservoir cperation
through Janvary 1, 2066, except as it may be modified pursuant to 9{C)(ii).
Third, under the conditions of 9(D){ii), British Columbia's right to operate
tpven Mile Reservoir above 1715 feet will cease immediately, and the right will

only be reactivated upon satisfaction of the conditicns of Qipilidid).

E&:t;nn 8: Periodic Review

This section formalizes the intent of both parties to keep the Agreement in the
most mutually beneficial form as conditions may change. It is intended as a
guaranteed opportunity for the Province and the City to review the status of



their utility systems' operations and their policy issue priorities and to seek
any changes to the Agreement, in light of these operations and pricrities, that
they agree would make both better off. Only if such mutual motives are
identified will the parties propose amendments. The review is expressly not
intended as & mechanism for unilateral changes, and any proposed changes not
agreed to in concept by both parties cannot be referred for resolution pursuant
to Section 10.

It is further intended that these formal periedic reviews will occur at

intervals of no more than 10 years. They may occur more freguently. with the

same requirements and procedures for action.

Section 9: Discontinuance of certain Obligations After Hotice

The first paragraph of this section establishes the notification procedures for
orderly discontinuance by either party. These procedures include A one-year
notification review, or "cooling off,” period, followed by a five-year notice
period. The intent of allowing for a separate notification review pericd is to
allow both parties an opportunity to consider (or reconsider), plan for, and
possibly preclude by renegotiation an impending discontinuance, thus " lping to
stabilize the Agreement. A party considering discontinuance may i) i@
procedures to begin while it retains the option of withdrawing its notifi-ation.
During the one-year notification review period, such withdrawal may be made
unilaterally and without damage to the other party. GSeattle, fcr example, would
not be allowed to commence construction of High Ross until the beginning of the
notice period. :

Oncae the five-year notice period has begun, the notified party is expected to
begin planning for development and timing or disposition of rescurces, which
will be necessary once the deliveries under the Agreement have ceased. To
prevent harm to the notified party so proceeding, it is intended that either
withdrawal of notice of discontinvance in the five-year notice pariod or
acceleration of discontinuance in advance of the five-year horizon will regquire
mutual consent.




The second paragraph (B) of this Section is intended to express the limits of
Seattle's options under the Skagit Agreement if the City initiates discon-
tinuance. Seattle may, in that event, continue under the terms of the
Agreement, but with no residual right to floed beyond a nmormal full pool
elevation of 1602.5 feet., The option of raising Ross Dam can only be
reactivated by British Columbia's discontinuance of power deliveries under the

Agreement.

It is intended that the second paragraph will not necessarily apply to a
eituation in which Seattle gains access to a power source more fimancially
advantzgecus than the power it receives from British Columbia under the Skagit
Agreement. The parties intend that guch a situation, which affords the
opportunity for both parties to benefit from renegotiation of some terms of the
Agreement, need not trigger discontinuance, but may instead be handled through
renegotiation of terms of the Agreement under Section 8.

9 (C)(i)-{vi) of this secticn describe the conseguences of British Eolumhin
exercising its option to discontinue power deliveries under the 80-year Skagit

Agreement prematurely.

9(C){4i) provides that Seattle will be permitted, without further procaedural
requirement3, to proceed with construction of High Ross under the Treaty
confirming this Agreement and the Federal Energy Regulatory Commission license
which will continue in force for the term of thiz Agreement. It is interded
that Seattle could begin construction cne vear after receipt of British
Columbia's notification of discontinpuance, so that constructionm and Ross Lake
refill could be completed before such discontinuance takes effect. During both
the review period and the five-year notice pericd, power deliverles by British
Columbia and annual power payments by Seattle are intended to continue as
defined in the Agreement., ;

1f, however, Seattle were able to complete construction of High Roas and

commence full operation in less than the five years provided by the notice
period, the power deliveries by British Columbia and payments by Seattlo would
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cease upon such operation.

a({c)(i} also defines the terms of compensation by Seattle, should British
columbia initiate discontinuance of the Agreement and should Seattle then
procesd with the construction of High Ross, It is intended that in such a
eituation Seattle would not be obligated to make any additional mitigation
payments or pay taxes or other compensation to British Columbia. GSeattle's
obligation associated with the High Ross Dam would be limited in such an svent
to the costs of road relecation, recreation improvements, and reservoir clearing
activities deseribed in Appendix B to this Agreement and its background reports,
with appropriate adjustments to reflect these items® costs at the time of
construction.

It is further intended that the compensation terms in this Agreement other than
Seattle's power payments will remain in effect if the Province initiates
discontinuanea. British Columbia will retain the right to operate Seven Hile
Déﬁ at a normal full pool elevation of 1730 feet, and both parties will continue
to contribute annually through an energy charge for the financing of the
continuing cperations of the Envircnmental Endowment Pund, Further, it is
intended that these terms of the Agreement will constitute the only compensation
and mitigation obligation of Seattle if British Columbia discontinues power
deliveries and Seattle raises Ross Dam to a normal full pool elevation of 1725
feet.

g(Cc){ii) is intended to ensure some reciprocal benefit to seattle if upon
British Columbia‘s discontinuance of its power delivery gbligation Seattle does
not gain a power supply increment from the construction of High Ross Dam.
pritish Columbia would be cbligated to deliver this compensation for any period
of this Agreement following British Columbia‘’s discontinuance during which
ceattle did not exercise its option te construct High Ross Dam, irrespective of
itg other resource decisions. It is intended that the 1.05 MW of average annual
energy delivered at Blaine {or its equivalent delivered elsewhere} in this nase
would be in addition to full return by British Columbia of any power lost by
Seattle at Boundary Dam due to backwater encroachment. The monthly schedule of
delivery of this power is intended to reflect the monthly schedule of energy
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deliveries called fer under the Skagit Agreement.

a9(Ci{iii) affirms that the right of British Columbia to raise the operating
level of Seven Mile Reservoir is not conditioned on the status of the Skagit
Agreement subseguent to its enactment, nor on the construction of High Ross Dam
in the event that British Columbia elects to discontinue power deliveries. That
right would only lapse upon conclusion of the Agreement in 2066 or in the event
that British Columbia breached the Agreement, as set forth in gipl(ii).

9(C)liv) is intended generally to prevent Seattle from being harmed financially
by discontinuance initiated by British Columbia. Specifically, it is intended
to ensure that Seattle receives a sum sufficient to comstruct High Ross Dam upon
British Columbia's discontinuance and does not experience any capital cost
burden beyond that agreed to in Section 5 of the Agreement. The congtruction
cost of High Ross Dam will include all categories of cost listed in Appendix B
of the Agreement, with specific details as described therein.

To accomplish this, the parties have devised a formula for calculating British
Columbia's exact cbligation. British Columbia would, if it discontinued power
deliveries, be obligated to return the fully financed ponstruction cost of High
foss Dam, less only the discounted value of any capital cost-derived portions of

payrants that Seattle had not yet made at the time of discontinuance.

B.C Repayment ﬂbligatiunt = High Ross Cost .- {}21,843.&90{1+rﬁ-1 +
SZl.EnE.nng{1+:j-2 B, $21.E45,GDD(1+:$_"

t = year in which discontinuance becomes effective.

r = Seattle's borrowing rate on Seattle City Light's most

recent major bond issue prior to effective discontinuance.

n = number of years from discontinuance until geattle's last
scheduled capital payment to British Columbia in 2020.

521,840,000 = annual "capital®™ payment obligation of Seattle, 1986-2020.
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The amount of the repayment shall be calculated using the formula stated above,
and keeping in mind three objectives: (1) Seattle's obligation to pay any costs
associated with censtruction of High Ross shall be limited to the discounted
value of any remaining Seattle payments under the Agreementy (2) the scheduling
and other arrangements for British Columbia's payment of its calculated share of
High Ross costs shall be done in such a way as to minimize overall costs to the
Province; and [3) the digcount rate selected should reprosent as closely as
possible the rate Seattle would be required to pay for capital to construct High
Ross or its replacement upon discontinuance.

The formula above specifies the size of the British Columbia repayment
obligation if Seattle opts to proceed immediately with construction of High Ross
Dam upon notice of discontinvance by British Columbia. The size of the
cbligation will be adjusted to afford Seattle the same degreeé of cest protection
if the repayment is rescheduled.

If Seattle exercises its option to construct High Ross Dam or its replacement
after a delay of some years, the British Columbia repayment obligation will be
recalculated as of the year in which the Dam or its replacement is completed.
The size of the obligation will be the cost of Righ Ross Dam in the year it is
actually completed (or the cost of its replacement, if lower) minus the
discounted value in that year of Seattle's capital payments not made. It is
intendad that this would give Seattle equivalent protection, while allowing
British Columbia to retain any real earnings on the funds it had received from
Seattle until Seattle exercises its option of 9{C){iv}(a) or (b).

British Columbia may elect tc repay Seattle under the provisions of 9(C}({iv)(a)
or (b} for construction of High Ross or acquisition of alternative resources,
immediately upon notice of Seattle's intent to proceed with euck construction or
acquisition, as those costs are incurred by Seattle, or on the project's date of
completion, with full payment being due no later thar an the project's
completion date. In the latter case, Seattle would be reguired to obtain
interim financing for construction, and British Columbia would be responsible
for Seattle's interest-during-construction expenses ot Seattle's lowest
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available rates {as envisiened in Appendix BY. British Columbia may also devise
some combination of the above means of discharging its financial ohiigations
upen its discontinuance, provided only that the Present Value of Seattle*s costs
is no greater than specified by the preceding formula. In addition, British
Columbia may elect to provide Seattle directly with replacement electrieity
during construction and Ress Lake refill, as specified in Appendix B, rather
thaiv reimbursing Seattle for purchase of this electricity from other sources,
provided the net cost to Seattle is no higher than if British Columbia had
compensated Seattle in cash for replacement power.

The parties intend that if Seattle has access at the time of discontinuance to a
supply of resources less costly than High Ross in Seattle's sole determination,
and if Seattle therefore opts not to proceed with the comstructien of High Ross,
then the British Columbia obligation would be reduced by the difference between
the mstimated cost of High Ross and the lower cost of the equivalent amount and

configuration of these other resources.

a(c){v) specifies the procedures by which the British Columbia repayment
obligation and schedule will be determined. It is intended that Seattle, as the
pource of High Ross construction cost information, will convey to Britfsh
Columbia its estimate of the High Ross construction cost size and schedule, the
cost and schedule of any resource selected instead of High Ross Dam pursuant to
g(c){iv}(b), if apprepriate, and the size of the allowance for capital payments
not yet made by Seattle prior to British Coiumbia's discontinuance of power
deliveries. This information will be provided by Seattle at the time it
exercises its option between the rescurces and terms described in 9{c)livila)
and (b},

Following Seattle's official exerciee of this opticn and provision of the
stipulated cost information, British Colunbia will have three months to respend
to the cost estimates and to propose a repayment schedule within the constraints
described above. This limit on response time is intended to allow Seattle the
time necessary to plan for and obtain any necessary short-term financing and to
design any appropsiate contract payment terms for ronstriuction work on High Ress
Dam or its equivalent replacement resources,
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a{c){vi) affirms that if discontinuance is initiated by British Columbia,
Seattle may retain for the duration of the Agreement the option of either
proceeding with construction of High Ross or officially abregating its
construction right. The repayment obligation of British Columbia, described in
g(c)(iv), will be due only upon Seattle's exercise of either the construction or
non-censtruction option, and the amount of the chligation will be calculated at
that time. For any period between British Colunbhia's discontinuance and
seattle's exercise of its option, British Columbia will retain control of all
funds oaid by Seattle prior to effective discontinvance, and it will retain
rights to any earnings of those funds beyond the amount necessary to discharge
its repayment obligation at the time Seattle exercises its ocption with respect
to High Ross. Upon Seattle's exercise of its option, British Columbia will
retain the further flexibility in repayment gcheduling described above.

9(D) ectablishes specific penalties and remedies to be imposed on British
. Columbia if it ceases power deliveries prematurely or hreaches the Agqreement,
either because its repayment obligations upon discontinuance are not met, it

ceases to make the power deliveries required by gection 4, or for other reascns.

An automatic remedy for Seattle in the event of British Columbia's breach of its
powar delivery obligation is provided by 9{D){i). This provision is intended to
ensure that Seattle would experience no power delivery interruptions in such
situations, even though financial compensation awards by the arbitration
tribunal may not be available for mome time. It palls for the transier to
Seattle, upon British Columbia's default, of egquivalent power to that described
in Section 4 of the Agreement. This power would be made available from either:
power supplies generated in the United States but ultimately controlled by
Canada, such as the Canadian entitlement to downstream benefits under the
columbia River Treaty) or power being exported to other entities in the United
States by British Columbia.

This transfer is intended to last for the full period of default on deliveries,

which would be either five years or until Seattle commenced operation of High
Ross Dam following discontinuance, whichever occcured sooner. Furthermore, such

=}5=-



transfer rights of Seattle vpon British Columbia power delivery default would
constitute the first claim on any power required to effect this conditional

transfer.

The power would be transferred either by British Columbia directly or by any
other entity with control over the power. Upon failure to deliver power on the
part of British Columbia, the United State=s govermnment or other entity charged

with transmission of such power will be directed to arrange for delivery of the
power to Seattle,

9(D)({ii) establishes that a second automatic conseguence of British Columbia
default on enerqy deliveries or its failure to satisfy an arbitral award will be
revocation of the authority to cperate Seven Mile Reservolir above 2 normal full
pool elevation of 1715 feet. This penalty will be in effect until full
compensation has been awarded to Seattle pursuant to either Section 9 or Section
10, which compensation may take whatever form is deemed appropriate by the
arbitration tribunal. The parties intend that this penalty should serve as a

gtrong deterrent to non-orderly discontinuance or default.

o({D){iii) recognizes that while the immediate remedies contemplated by 9(D){i]
and 9({D}(ii)} are neceesary to protect the certainty of Seattle's power supply,
subseguent review by an arbitration tribunal may find that British Columbia had
not been in default. In such an event, it is intended that Seattle would be
required to return to Pritish Columbia such amounte as the tribunal determine:d
were necessary to compensate for any power transfers or other lost power rights
of British Columbia occasioned by the terms of 9(D)(i} and B({D}([ii).

fection 10: Dispute Resolution

This section, together withi Appendix €, ectablishes the exclusive means for
resolving disputes that might arise under the Agreement. Two categories of
disputes msre envisioned by the parties. Questions on matters of financial and
techninal.intazpretatinn will be referred to a Consulting Board for prompt
resolution. Questions of material breach will be referred to and resolved by an
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arbitration rribunal.

The parties intand that financial and technical performance issues may be
referred to the Board by both parties, or by the arbitration tribunal in a case
in which a complaint of alleged breach is determined by the arbitration tribunal

to involve a technical dispute rather than outright bireach.

In the event that: technical disputes have not been decided by the Board within
three months of referral; the Board is deadlocked; or the Board determines after
consultation with the parties that pbreach or default is at issue: matters shall
be referred to the arbitration tribunal for final dispesition. It is also
intended that a party may elect to refer a technical or financial dispute
directly to the arbitration tribunal. The parties intend that all rwatters
raferred ultimately to the arbitration tribunal will be resolved by that group
within 45 days of final submission to it by the parties, and that its decisions
will be final and binding. Other procedures of the arbitration tribunal and
their intended timing will be as described in Appendix C.

With respect to allegations of breach, the first question will be whether breach
or default has occurred. conditions in which material breach would clearly be
at isgue include failure of Seattle to deliver funds as set forth in Section 3,
failure of British Cclumbia to deliver power under Section 4 when not excused by
the provisions of hppendix A, Section 9, non-payment by British columbia of the
amount reguired by 9(C)(iv) of the Agreement, and incompatible development of
British Columbia land in the Skagit valley between elevations 1602.5 feet and
1725 feet, as covered in gection 12 of the Rgreement.

The parties anticipate that in some circumstances it may be extremely difficult
for one or the other party to perform its cbligations under Sections 4, 5, ©F 6
of the Agreement, despite its intention to compensate the other party and
continue under the Agresment. The parties also foresea the possibility that in
gotie circumstances there may be disputes over precise cbligations under the
Agreement. It is intended that in such circumstances the parties will first
geak a mutually satisfactory resolution of the problem. If that fails fox

whatever reason, and if either party belisves the unresolved situaticn
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constitutes a breach of the Agreement, the party that so believes may

unilaterally request a determination by an arbitration tribunal.

The second question involves compensation. If the arbitration tribunal
determines that a material breach has occurred, it will also determine the
appropriate compensaticn. The tribunal will have flexibility in the amount and
size of compensation it assigns, other than the automatic power transfer that
would be required by 9(D){i). The parties intend, however, that this
compensation will leave the non-defaulting party no worse of f than if orderly
discontinuance had occurred. To achieve this, it is intended that the tribunal
will select forms of compensation most certain to leave the non-defaulting party
whole. It is further intended that this compensation may be augmented beyond
the amount involved in discontinuance, This extra compensation is to ensure
that the non-defaulting party suffers no losses due to default both for the
period prior to final determination by the tribunal and for the pericd of
notification it would have enjoyed under orderly discontinuance, had such
notification instead been given at the time of the tribunal's determiration.

To minimize any losses imposed by the defaulting party on the other party under
the Agreement, it is intended that the residual rights of the damaged party will
be exercized as soon as practicable upon a determination that default has
occurred. In particular, if Seattle is found in dafault, British Columbia's
obligation to make power deliveries pursuant to Section 4 will cea=e
immediately. In the event that British Columbia je found in default, Seattle
would have the right to begin construction of High Ross Dam and raise Ross Lake
to a normal full pool elevation of 1725 feet as soon as possible.

The parties intend that compensation payments by either party upon default may
be in cash payments conveyed under the tarms of Canadian and United States
guarantees, or in the event of British Columbia's default, in the form of
assignment of Canadian power rights under the Columbia River Treaty and its
successor instruments or other power assignments, geach as transfer of the

increment of power gained by raising Seven Mile Reservoir.
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Section 11: Environmental Endowment Fund

This section establishes an Environmental Endowment Fund, under terms more fully
explained in Appendix D to the Agreemint. The Appendix embodies flexible intent
in an abbreviated form. Initially, the appointments to the Commission and the
commencement of planning by that group, as set forth in Appendix D, may occur
priov to funding under the Agreement, and may be assisted by any funds from
outzide sources. Several other matters in Appendix D cover actions of the body
once funding is established, and reflect specific intent of Seattle and British
Columbia.

First, the funding of the Environmental EAAGGERant 13 intended to continue aven
if other provisions of the Agreement are discontinued. The $5 million endowment
contributed by the parties over the first four years of Treaty coverage of the
Agreement is intended to be used as a revolving fund, which can be used to
acquire, restrict, and resell crucial land parcels as well as to make pe:manént
acguigitions or improvements of the types listed in Appendix D. The annual fund
contributions in additien te the initial endowment are intended to be limited in
three ways: . {1) they constitute annual budget authorizations or limits, so that
any time they are deemed excessive to the Environtmental Endowment Fund needs, a
emaller levy may be selected instead; (2) the annual limits are independent of
any earlier years' expenditure or unspent authorization; and (3) if either the
Briiish Columbia power deliveries cease because of discontinuance or the Seven
HMile power increment is not developed, the annual levy authorization will not
extend to the power not delivered or developed. The annual budget and
acguisition plans will be reviewable by both British Columbia and Seattle.

Eecond, while the area of coverage is the Skagit River Basin upstream of Roos
Dam, significant restrictions already apply to the United States portions of
that area. Consequently, it is expected and intended that over an extended
period, the great majority of expenditures will be made on the Canadian eide of
the border. The parties anticipate, however, that in a given year the Fund may
be focused on a few major acquisitions and that as a result expenditures in the
United States may be relatively large.
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Third, a reservoir grooming plan will be the first funding priority of the
Environmental Endowment Fund. Resthetic stump removal will be & key feature of
the grooming plan, but the parties intend that total stump removal will be
temperad by consideration of bird and fish habitat preservation. Other Fund
uses, a5 described in Appendix D, are intended primarily to preserve the area
and its pristine and wilderness values, while enhancing uses that are consistent

with this emphasis or with present recreational uses of the area.

Fourth, it is intended that the Environmental Endowment Fund not be used
extensively for capital-intensive projects or maintenance expenditures, which
are intended to remain primarily the responsiblity of the governments with
jurisdiction over the lands in question. Among the detailed purposes and Fund
uses listed in Appendix D to the Agreement, it is intended that a high priocrity
be given to the establishment of a firm connection between North Cascades
National Park in the United States and Manning Frovincial Park in the Province
of British Columbia, forming an International Park and providing an opportunity
for a continuing international cooperative emphasis for the Board and staff of
the Environmental Endowment Fund. The parties intend that staffing for the Fund
will be provided by qualified City and Provincial staff they will assign, to
help maintain a model of direct, caoperative involvement by the parties.

Finally, the parties intend that the Environmental Endowment Fund should bo a
joint creature of the Province of British Columbia and the City of Seattle.

Section 12: Reversion of Seattle Property to British Columbia

This section covers the transfer of cwnership of canadian lands in the upper
Skagit valley now owned by Seattle, Seattle will transfer ownership of these
Jands to British Columbia, but without any prejudice to its other rights and
protections under this Agreement.

In particular, it is the understanding of both parties that neither the
disposition of this land, nor any other development in the Skagit Valley below
an elevation of 1725 feet zbove mean sea level will adversely affect Geattle's



right to proceed with High Ross construction and reservoir raising upon British

Columbia's discontinuance of power deliveries under the Agreement. The parties
intend by this clause to prevent strategic development in the Skagit Valley

which might inhibit reservoir raising upon discontinuance.
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JcG Final Approval Draft
December 08, 1983

TREATY BETWEEN CANADA AND THE UNITED STATES OF AMERICA
RELATING TO THE SKAGIT RIVER AND ROSS LAKE,
AND THE SEVEN MILE RESERVOIR
on THE PEND D'OREILLE RIVER

PREARMELE

The Government of the United States of America and the
Government of Canada:

Bearing in mind the purposes of the Boundary Waters
Treaty of January 11, 1909, in particular with respect te the
prevention of disputes between the United States and Canada
regarding the use of boundary waters, and

Recognizing the desirability of presarving the natural
environment of the Skagit valley, in the Province of British
Columbia, and

Acknowledging the importance to the economic growth and
development of the City of Seattle of the electrical power that
would have been produced by the raising of the Ross Dam, and

Noting with approval the Agreement dated

between the Province of British Columbia and the city of Seattle
developed under the auspices of the International Joint
Commission, and

Having encouraged the achievement of such a settlement
and being desirous of securing and promoting the cooperative
measures undertaken therein,

Have agreed as follows:



(a)

{b}

ic1

{d)

{e)

(£}

'—2'"'
ARTICLE I

DEFINITIONS

For the purposes of this Treaty:

*agreement means the Agreement entered into between

Seattle and British Columbia on ;, and its

several appendices, contained in Annex A to this
Treaty:

"goundary Waters Treaty" means the Treaty between the
United States and Great Britain relating to Boundary
Waters and Questions arising between the Onited States
and Canada, dated January 11, 1905;

npritish Columbia" means the province of British
Columbia, Canada;

"ceattle"” means fha city of Eeattle, in the state of
Washington, United States of america;

»Normal full peol elevation® means the water level at
the dam determined by means of measuring elevation
above mean sea level, excluding variations due to wind

and wave action on surface water and variations

' resulting from extraordinary flood conditions, and

which in the case of Ross Lake is based on the City of
ceattle Ross Dam datum for Ross rake and in the case of
the Seven Mile éeservuir is based on the Geodetic
Survey of Canada datum for the Seven Mile Reservoir.

“arbitration tribunal® mean& an arbitration tribunal



r

1.

(a)

- -

established pursuant to Section 10 and Appendix C of

the Agreement.

ARTICLE II

AUTHORIZATIONS

In the event that British Columbia discontinues its
obligations to deliver electrical power to Seattle
under the Agreement or an arbitrationw?- tribunal deter-
mines that conduct of British Columbia constitutes a
material breach of the Agreement, Seattle is, in accor-
dance with and subject to the terms and conditions spe-
cified in this Treaty and the Agreement, authorized to
raise the level of Ross Lake on the Skagit River by
means of construction and operation of Ross Dam to a
normal full pool elevation of 1125.?f:feet in accor-
dance with the terms and conditions contained in
oplnion Mo, 808 of the United States Federal Powerx
Commission issued July 5, 1977, Opinion Ho. BOBA of the
Federal Energy Regulatory Commission issued August 2,
1978 and in other actions of the Federal Energy
Regulatory Commission in implementation thereol,
including provisions for High Ross Dam in the reli-
censing by the Federal Energy Regulatory Commission of

seattle's Project No. 553, of which Ross Dam is a part,
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(b)
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This authority is to be exercised by Seattle at its
option, without regard to any United States law, deci=-
sion, regulation or order which might be argued as
limiting or negating this authority, including provi-
sions of the Federal Power Act relating to the time in
which project construction must otherwise commence oOr
to the term of license, or any other provision, during
the term of this Treaty, provided that full compen-
sation to British Columbia in the event of operation of
Ross Lake at a normal full pool elevation of 1725.0
feet shall be made as provided for in the Agreement and
in lieu of any conditions in Opinions 808 and 808A or
in any licensing order or orders for project No. 553
with respect to British Columbia, and provided further

that unless and until the normal full pool elevation of

‘Ross Lake is thus raised, Seattle shall not be required

to pay any increase in annual charges attendant
thereupon under Section 10(e) of the Federal Power Act.

The Covernment of Canada shall obtain the legislative

or other authority necessary to enable British Columbia tec export

electrical power in accordance with the terms and conditions

" of the Agreement.

ARTICLE III

WATER LEVELS AT THE BOUNDARY
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1. During the term of this Treaty, Seattle shall be
permitted to coperate Ross Lake so as to maintain the level of the
Skagit River at the Canada-United States boundary at an elevation
consistent with a normal full pool elevation of 1602.5 feet.
2. During the term of this Treaty, British Columbia shall
be permitted to operate Seven Mile Reservoir so as to raise the
level of the Pend d'Creille River at the Canada-United States
boundary to an aleuatiﬁn consistent with a normal full pool ele-
vation of 1730.0 fevt, subject to the delivery by British
Columbia to Seattle of energy and capacity lost at Boundary Dam
due to tailwater encroachment by the Seven Mile Reservoir.
3. In the event that Seattle discontinues its obligation
under the Agreement to make payments to British Columbia for the
delivery of electrical power or an arbitration tribunal deter-
mines that an action by Seattle constitutes a material breach of
the Agreement, Seatile shall not be permitted to operate Ross
Lake 80 as to raise the level of the Skagit River at the
Canada-United States boundary above a level consistent with a
normal full pool elevation of 1602.5 feet.
4. In the event that British Columbia discontinues its
obligation under the Agreement to deliver electrical power to
Seattle or an arbitration tribunal determines that an action by
British Columbia constitutes a material breach of the Agreement,
Seattle shall be permitted to operate Ross Lake 50 as to raise

the level of the Skagit River at the Canada-United States
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boundary tc an elevation consistent with 2 normal full pool
elevation of 1725.0 feat.
5. In the event that either Seattle or British Columbia
discontinues its respective obligations in accordance with
paragraph 3 or paragraph 4 of this Article, or an arbitration
tribunal determines that an action by either constitutes a
material breach of the Agreement, British Columbia nonetheless
shall be permitted to operate Seven Mile Reservoir so as to
maintain the level of the Pend d'Oreille River at the
Canada-United States boundary at an elevation consistent with a
full pool elevaticn of 1730.0 feet.
6. In the event that British Columbia discontinues its
obligations under the Agreement to deliver electrical power to
Seattle or an arbitration tribunal determines that an action by
British Columbia constitutes a material breach of the Agreement,
and the obligation of British Columbhia to make payment under sub-
paragraph 9{C}{iv}) of the Agreement is not met, British Columbia
shall not be permitted to cperate Seven Mile Reservoir So asg to
maintain the level of the Pend d'Oreille River at the
canada-United States boundary above a level consistent with a

normal full pool elevation of 1715.0 feet.

ARTICLE IV

OBLIGATIONS ON DISCONTINUANCE

1. Canada and the United States shall ensure, in the
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ety s

manner set out in this Article, that financial obligations on the
part of British Columbia and Seattle in the event of
discontinuance of certain of their respective obligations under
the Agreement, are met.

2. (a} In the event that British Columbia discontinues
its obligations under the Agreemeni to deliver electrical power
to Seattle or an arbitration tribunal determines that British
Columbia is in material breach of the Agreement, Canada shall
endeavor to ensure that British Columbia pays to Seattle any
amount owing under subparagraph 5(C)(iv) of the Rgreement. In
tine event that an arbitration tribunal determines the amcunt owed
by British Columbia to Seattle under that subparagraph and that
British Columbia failed to discharge its cbligation to pay hhat
amount to Seattle, Canada shall pay such amount to the United
states in United States currency.

(b} Payment of such amount by Canada shall be in full
satisfaction of British Columbia's obligations under subparagraph
9{c}{iv) of the Agreement.

3. {a) In the event that British Columbia giscontinues

its obligation under the Agreement to deliver power or Seattle

. discontinues its obligation under the Agreement to make payments

to British Columbia, or an arbitration tribunal determines that
sither British Columbia or Seattle is in material breach of the
agreement, the United States shall endeavor to ensure that

Seattle pays to British Columbia any amcunt owing under Secticn 5
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of the Agreement. In the event that am arbitrationm tribunal
determines the amount owed by Seattle to British Columbia under
that_sectiun and that Seattle has failed to discharge its
cbligation to pay that amount to British Columbia, the United
ctates shall pay such amount to Canada in United States currency.

(b} Payment of such amount by the United States shall
be in full satisfaction of Seattle's obligations under Section 5

of the Agreement.

ARTICLE V

TRANSMISSICN OF POWER

The rate imposed by the Bonneville Power
Administration, or its successcr agency, for the transmission of
powar from British Columbia to Seattle pursuant tc the ﬁgruement
shall be no greater than if the power were generated, and
transmitted on the Federal Columbia River Power System, wholly

within the State of Washington.

ARTICLE VI

EFFECT ON BOUNDARY WATERS TREATY

1. Nothing in this Treaty shall affect the application of
the Boundary Waters Treaty except as provided in paragraph 2 of
this Article.

2. puring the periocd in which this Treaty is in force, the

powers, functions and responsibilities of the International Joint
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commission under Article IV, paragraph 1 and Article VIII of the
Boundary Waters Treaty shall not apply to the Skagit River and
the Ross Lake or to the Pend d'Oreille River and the Seven Mile

Reservoir.

ARTICLE VII

BAMENDMENT OF THE AGREEMENT

Amendments to the Agreement proposed Dy British
columbia and Seattle shall be submitted to the parties for timely'
review. Amendments that, in the view of either Party, would
affect the rights and cbligations of the parties under the Treaty
shall enter into force cnly upon an exchange of nctes between the
parties. All other amendments shall enter into force as agreed

upon between British Columbia and Seattle.

ARTICLE VIII

ENTRY INTO FORCE AND DURATION

This Treaty shall enter into force on the date the
parties exchange instruments of ratification, and shall remain in
force until termination by agreement of the parties, or by either
Party upon not less than twelve months written notice which may

be given no earlier than January 1, 2065.
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IN WITNESS WHEREOF, the undersigned, being duly

authorized by their respective Governments, have gigned this

| Treatys

DONE at in duplicate, in the English

and French languages, both versions being equally authentic, this

FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
THE UNITED STATES OF AMERICA:

CANADA:



Decenber B, 1983

CABADA=BRITISH COLUMEIA AGREEMENT

THIS AGREEMENT made this day.nf
1583 BETWEEN
s THE GOVERNMENT OF CANADA,
herein referred to as "Canada®,
AND
THE GOVERNMENT OF BRITISH
COLUMBIA,
herein referred to as "Britisa
Columbia®,
WHEREAS a Treatv between Canaca and the United
Seates of America Relating to the Skagit River, the Ross
Lake and the Sevan-Mile Reservoir has .een signed on the
day ol , 1983, hereinafter referred to as the
‘WPreaty”, and
WHEREAS an Agreement between Her Majesty the Queen
in Rignt of the Province of British Columbia and the City of
Seastle relating to the Skagit River Vallev, hareinalter
saferrad to a8 the "B.C.-Seattle Agreement™, has been signed
on the day of , 1983, and
| WHEREAS it is desirable that an agreement be made
petween Canada and British Columbia concerning

jmplementation of the Treaty:




WO THEREFORE THIS AGREEMENT WITRESSETH:

X Briticsh Columbiaz shall:

{a)

(b}

{c}

{d}

-y

“ £fulfil all its obligations under the

B.C.-Seattle Agreement and, in particular,
pay any sum of money determined by 2
consulting board or arbitral tribunal to be
due to Seattle under that Agreement;

take all legal and administrative steps

necessary to carry out the undertakings o:

Canada as provided by the Treaty and take all

measures necessary to ensure that Canacda is
not in default under the Treaty:

not amend the B.C.=Seattle Agreement in 2
manner that will affect Canada's rights and
obligations under the Treaty without the
consent of Canada, and

constilt with Canada before terminazing 1ts
obligation to deliver capacity and enerzy
pursuant to sectiocn 9 of the 2.C.-Seattle
Agreement or take any action that will result

in such terminaticn.

2. Canada shall, if reguested by British Columbia,

endeavour to obtain the agreement of the United States of

America with respect to any proposal for amendment of the

Treaty that Canada and British Columbia agree is in the

public interest.




LS {1) Canada shall do whatever is reasconably possible to
ensure compliance with the Treaty by the United States of America
and shall not waive any default or breach by the United States of

America without having consulted British Columbia.

{2} Canada shall, at the request of British Columbia,
present any claim deemed reasonable by Canada arising under the
Treaty which British Columbia wishes made against the United

States of America.

4. {1) British Columbia shall indemnify and save harmless
canada from and in respect of any liability of Canada toc the

United States of America or Seattle arising under the Treaty.

{2) Canada may at any time recover monies paid tc the
United States and owed by British Columbia to Canada pursuant to
subsection (1) of this section by deduction from monies owing to

British Columbia by Canada on any account,

{3) Canada shall not discharge any liability in
respect of which it is indemnified pursuant to subsection (1) of

this section without having consulted with British Columbia.

5. British Columbia shall maintain or arrange for the
maintenance of complete accounts and records and shall provide an

annual report to Canada relating to:

{a) the discharge of the obligations of British

Columbia under this Agreement;



() the receipt-of all monies péiﬁ by Seattle
pursuant to the B.C.~Seattle Agreenant:
{e)} the supply of power to Seattle pursuant to
the B.C. Seattle Agreement; and
shall comply with or arrange for compliance with any recuest
for disclosure of any such account or Lor access Lo CecOTESs
pade by Canada.

6. {li Canada and Brigish Columbia shall consult as
reguired. oun rechnical and other matters of mutual inte:es:
with a view to fa=ilitating the implementation of ths
treaty, avoiding disputes and carrving out this Agraemant.

{2} 1In particular Canada and British Columbia
‘ghall mach identify a genior official to act as 2 contact
noint for consultations.

{3) The rights given in this section are in
addition to all other rights and remedies which Canada has.

<.  This Agreement binds canada and British Colunbia

£eom the date of signature and thereafter so long as 2oy
esligation or right of either the United States of America

er Canada exists under rhe Treaty OT any Dart thareoi.



IN WITHESS WHEREOF the undersigned, duly
authorized by their respective governments have signed and

delivereé this Agresment.

TOR THE GOVERMMENT OF CANADA on the day of

; 1983

TOR THE GOVERNMENT OF BRITISH COLUMBIA on the

davy of y 1983



City of Seattle

Executive Department-Office of Management and Budget

Gary Zarker, Direclor
Charles Royer, Mayaf

January 11, 1934

¢ 0

The Honorable Douglas Jewett

City Attorney
City of Seattle

Dear Mr. Jewett:

The Mayor Is proposing to the City Council that the enclosed legislation be adopted.

REQUESTING
DEPARTMENT:

SUBJECT:

City Light

An ordinance concluding an arrangement relating to the High
Ross Dam Project subject to a treaty between the United States
and Canada.

Pursuant to the City Council's 5.0.P. 100-014, the Executive Department is forwarding
this request for legislation directly to your office for review and drafting.

After reviewing this request and drafting appropriate legislation:

{X) File the legislation with the City Clerk for formal introduction to the City
Council as an Executive Request,

( ) Do not file with City Council but return the proposed legislation to OMB for

our review. Return to H

Sincerely,

(harles Royer
Mayor

B

GAKY ZARKER
Budget Director

GZ/cs/ba

Enclosure

cc: Superintendent, SCL

Cifice of Management and Budge

200 Municipal Buiding Seattle Washington 93104 (2061 625-2551 An equal cppartunity emaioyer
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C-494

. WASHINGTON
KING COUNTY—SS.

k!

The undersigned, on oath states that he is an
authorized representative of The Daily Journal of Commerce,
a daily newspﬂ]]:lrer., which newspaper is a IE%EII newspaper
of general circulation and it is now and has been for more
then six months prior to the date of publication hereinafter
refered to, published in the English language continuously
as a daily newspaper in Seaitle, King County, Washington,
and it i3 now and during all of said time was prinied in an
office: maintained at the aforesaid place of publication of
this newspaper. The Daily Journal of Commerce was on the
12th day of June, 1941, approved as a legal newspaper by
the Superior Court of King County. :

The notice in the exact form annexed, was published in
regular issues of The Daily Journal of Commerce, which was.
regularly distributed to its subseribers during the below

stated period. The annexed notice, & ...
Ordinance No. 111530 '

was published on ...J3nuary 311, 19.32

Xéﬁm“ =

Subscribed and sworn to before me on
January 31, 1984

Zﬂ/??b-?bf — ,\éf 5{;?:;'..-'..!-;4’.{:«5-{1- i

uu}(u Publie for the State of Washington,
raalding In Bsattle.
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