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Figure 3.3-11

Discharge from Grand Coulee, Chief Joseph, and Wells during Augu
1997 (wet year).
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Figure 3.3-12

Headwater elevation at Wells Dam with discharge from Chief Joseph
Dam (in kcfs) during August 1997 (wet year).
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Figure 3.3-13

Discharge from Grand Coulee, Chief Joseph, and Wells during January
2001 (dry year).
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Figure 3.3-14

Headwater elevation at Wells Dam with discharge from Chief Joseph
Dam (in kcfs) during January 2001 (dry year).

Exhibit B - Final License Application

Page B-26 Wells Project No. 2149




—— GCL Discharge —— CHJ Discharge —— Wells Discharge

350 T
300 +
250 +
@D 200 ¢
O
X 150 + |
\ LI h A |
100 + ol WY A A b A& A
Wbl kb kg AR A
50 ‘wf l" ‘ ‘/'ﬁl‘“~“h)ﬂ|%~“i ‘ \J “L\ “.iﬁilm \
J A \ (%A L 19 A ".“ M | L O (7 i
o bl ‘ A k LA M ™ HM’{M' I MM\MMM\‘ y
& & & & & & & & & & & &
%\,ﬁ o;\bp/ \Q’L %\%\‘L \'&\'1/ \'le, O)\\?:L {o\\,b\’b %\\3@/ 6)\'\9 qy\'lz O)\‘Lb\(b c)\(@'b (’)\%Q\‘L
Date
Figure 3.3-15 Discharge from Grand Coulee, Chief Joseph, and Wells during May 2001

(dry year).
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Figure 3.3-16

Headwater elevation at Wells Dam with discharge from Chief Joseph
Dam (in kcfs) during May 2001 (dry year).
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Figure 3.3-17

Discharge from Grand Coulee, Chief Joseph, and Wells during August
2001 (dry year).
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Figure 3.3-18

Headwater elevation at Wells Dam with discharge from Chief Joseph
Dam (in kcfs) during August 2001 (dry year).
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3.3.2 Operations for Non-Power Purposes

The Wells Project is operated to meet numerous non-power and resource protection goals. The
major non-power programs affecting day-to-day plant and reservoir operations are presented
below.

3.3.2.1 Habitat Conservation Plan

The Wells HCP outlines a schedule for meeting and maintaining NNI on Plan Species
throughout the 50-year term of the agreement. NNI for Plan Species consists of two components
including: (1) a 91 percent combined adult and juvenile Wells Project survival standard
achieved by the Wells Project; and (2) up to 9 percent compensation for unavoidable Wells
Project-related mortalities.

Compensation to meet NN is provided through a hatchery and a tributary program under which
7 percent compensation is provided through hatchery production, and 2 percent compensation is
provided through the funding of enhancements to tributary habitats that support Plan Species.
The Wells HCP requires four committees for implementation, monitoring, and administration.
These committees are the Policy, Coordinating, Hatchery, and Tributary committees.

The Passage Survival Plan contained within Section 4 of the Wells HCP provides specific details
regarding the implementation of fish passage measures and quantification of unavoidable
juvenile and adult losses for each of the Plan Species passing through Wells Dam. This section
of the plan also contains specific survival standards that must be achieved within defined time
frames in order for the licensee to be considered in compliance with the terms of the Wells HCP
(Douglas PUD 2002).

In addition to the specific details regarding how survival studies will be implemented and
evaluated relative to achieving NNI, the Wells HCP also contains specific criteria directed at the
operation of the Wells juvenile fish bypass system. Section 4 of the Wells HCP outlines specific
bypass operational criteria, operational timing, and evaluation protocols to ensure that at least
95 percent of the juvenile Plan Species passing through Wells Dam are provided a safe, non-
turbine passage route around the dam (Wells Juvenile Dam Passage Survival Plan). The
operational dates for the bypass are set annually by unanimous agreement of the HCP Signatory
Parties. Over the past several years, the Wells HCP Coordinating Committee has agreed to
initiate operation of the bypass system on April 12 and to shut it down on August 26. Bypass
flows needed for the proper operation of the juvenile bypass system have amounted to
approximately 7 percent of the river flow during the period of operation.

The Adult Passage Plan, as contained within Section 4.4 and Appendix A of the Wells HCP, is
intended to ensure safe and rapid passage for adult Plan Species as they pass through the fish
ladders at Wells Dam. The passage plan contains specific operating and maintenance criteria for
the two adult fish ladders and the two adult fish ladder traps, and details criteria for passage
studies on adult Plan Species, including studies related to passage success, timing, and rates of
fallback. The Adult Ladder Dewatering Plan complements the Adult Passage Plan, and is
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designed to ensure minimal migration disruption and maximum fish survival during ladder
maintenance.

The Hatchery Compensation Plan, as described in Section 8 of the Wells HCP, was established
to provide hatchery compensation for up to 7 percent unavoidable juvenile passage losses of Plan
Species passing through Wells Dam. The goal of the program is to utilize hatchery-produced
fish to replace unavoidable losses in such a manner that the hatchery fish produced contribute to
the rebuilding and recovery of naturally-reproducing populations of Plan Species, in their native
habitats, while maintaining the genetic and ecological integrity of each stock of Plan Species.
Supporting harvest, where appropriate, was also identified as a goal of the Hatchery
Compensation Plan.

The Hatchery Compensation Plan, together with NMFS’s authorized Incidental Take (ITS)
permits and Hatchery Genetic Management Plans (HGMP), form the basis for the NNI hatchery
programs. In 2010, new HGMPs for Upper Columbia River spring Chinook salmon and Upper
Columbia River steelhead were developed by the HCP Hatchery Committee at the request of the
NMFES. The new HGMPs will require substantial modification to the facilities and operations
previously authorized at the Methow and Wells fish hatcheries.

3.3.2.2 Hanford Reach Fall Chinook Protection Program

The Hanford Reach Fall Chinook Protection Program is the successor agreement to the 1988
Vernita Bar Settlement Agreement. On February 16, 1988, Douglas PUD entered into the
Vernita Bar Settlement Agreement between and among Grant PUD, Chelan PUD, BPA, NMFS,
WDFW, ODFW, the YN, the CUR, and the CCT. The agreement resulted from extensive
negotiations with the aforementioned agencies and tribes to protect fall Chinook salmon
spawning on the Vernita Bar in the Columbia River downstream of the Priest Rapids Project.
The agreement attempts to achieve an appropriate balance between power production and the
protection of fall Chinook salmon by identifying certain minimum flows scheduled to be
maintained below Priest Rapids Dam during spawning, incubation, and emergence. The term of
the Vernita Bar Settlement Agreement was for the remainder of the current license period for the
Priest Rapids Project plus the term(s) of any annual license(s) issued thereafter.

The Hanford Reach Fall Chinook Protection Program Agreement was submitted to the FERC by
Grant PUD on April 19, 2004 and approved in April 2008. The parties to this agreement include
Grant PUD, Chelan PUD, Douglas PUD, NMFS, USFWS, WDFW, the CCT, the YN, and BPA.
The agreement is designed to replace the Vernita Bar Agreement and will extend until the end of
the new license term for the Priest Rapids Project. It establishes obligations for the three PUDs
and BPA to provide acceptable protection for fall Chinook salmon at Vernita Bar, similar to the
previous agreement. Additions to the successor agreement address juvenile outmigration and
juvenile stranding issues in the Hanford Reach Area.
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3.4 Project Flows and Generation

34.1 Project Flows

3411 Minimum, Mean, and Maximum Flows

Douglas PUD records measurements of flow through its turbines plus spillway flow, when
occurring, at Wells Dam. The average flow in the Columbia River at Wells Dam from 1968 to
2007 was 111.0 kcfs. The minimum and maximum average monthly flows ranged from 51.9 to

348.7 kcfs (Table 3.4-1).

Table 3.4-1 Monthly average flows (kcfs) of the Columbia River at Wells Dam from
1968 to 2007.

Jan* Feb* Mar* Apr* May* Jun* Jul Aug Sep Oct Nov Dec

Min 67.4 69.9 56.0 51.9 55.2 73.7 53.4 63.9 57.2 56.0 63.8 72.6
Mean 109.4 1103 1083 1152 1477 1595 1314 1054 773 715 88.2 1015
Max 159.2 180.7 1939 1849 2626 3487 2219 1813 123.0 1089 1100 149.0

*Discharge data for 1968 were not available.

Monthly flow duration curves derived from flows recorded at the Wells Project for the period
1968-2007 are provided in Figures 3.4.1 through 3.4-12.

34.1.2 Critical Period Flows

Under PNCA guidelines, the period of adverse stream flow that would produce the lowest
amount of energy while drafting the reservoirs from full to empty is used to establish the “firm”
energy production of the entire Columbia River system. This period is referred to as the “critical
period.” The firm energy estimate each year serves as a basis for determining how much power
will be guaranteed to be available from the Columbia River system and, therefore, how much
will be needed from other sources to meet expected energy loads in the region.

Historically, the critical period was determined from evaluation of the 60-year period of record
from 1928 to 1988. The flow data were analyzed to identify that segment of the 60-year period
of record that would produce the least amount of energy assuming all active storage in the
reservoirs would be used. The period was generally determined to be the 42-month period from
September 1, 1928 through February 29, 1932 and was referred to as the “four-year critical
period.”

Changes in operations of the Columbia River system as a result of the 1995 and 2000 BO have
modified reservoir management and the seasonal flow regime of the river (BPA et al. 2001).
One of the effects of these modifications is that the federal hydropower system is operated in a
manner to benefit out-migrating salmon, resulting in the release of higher flows in the spring and
summer months and lower flows in the winter months.

All non-power requirements (NPR) are incorporated into the planning process for establishing
the critical period generation. As a result of operational changes resulting from the BOs, the
amount of storage in the federal system available for power production has been reduced. Due to
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NPRs, the federal and Canadian storage reservoirs are drafted to approximately 40 percent of
usable storage from September through April, and then re-filled. The latest calculation from the
Northwest Power Pool shows the critical period to be November 1936 through April 1937. The
critical period is less than one year, but planning and operations are done on a 12-month
operating year basis. The critical year can be thought of as the operating year that includes the
critical period. The parties to the PNCA have employed different methodologies for determining
firm capability for months that are within the critical year, but that are not within the critical
period. For planning purposes, the critical year is currently defined to be the one-year period
from August 1, 1936 through July 31, 1937.
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Figure 3.4-1 Flow duration curve for January 1969-2007 at Wells Dam.
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Figure 3.4-2 Flow duration curve for February 1969-2007 at Wells Dam.
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Figure 3.4-3 Flow duration curve for March 1969-2007 at Wells Dam.
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Figure 3.4-4 Flow duration curve for April 1969-2007 at Wells Dam.
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Figure 3.4-5 Flow duration curve for May 1969-2007 at Wells Dam.
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Figure 3.4-6 Flow duration curve for June 1969-2007 at Wells Dam.
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Figure 3.4-7 Flow duration curve for July 1968-2007 at Wells Dam.
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Figure 3.4-8 Flow duration curve for August 1968-2007 at Wells Dam.
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Figure 3.4-9 Flow duration curve for September 1968-2007 at Wells Dam.
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Figure 3.4-10 Flow duration curve for October 1968-2007 at Wells Dam.
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Figure 3.4-11 Flow duration curve for November 1968-2007 at Wells Dam.
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Figure 3.4-12 Flow duration curve for December 1968-2007 at Wells Dam.
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3.4.2 Project Generation

3421 Average Energy Production and Utilization

The average net energy output of the Wells Project for the 5-year period 2003 through 2007 was
4,077,400 megawatt-hours (MWh). Table 3.4-2 provides a detailed breakdown of the various
end uses of Project generation for the 2003 through 2007 period.

Table 3.4-2 Wells Project - energy output by fiscal year ending August 31.

2003 2004 2005 2006 2007
Net Generationl 3,890 3,795 4,158 4,213 4,331
Less: Chief Joseph Encroachment 357 345 342 317 361
Exchange 1 - - - -
Generation for Canada’ 160 219 218 211 204
Colville Power Sales Contract? - - 72 168 171
Other (24) (0} 8 (54) (68)
Generation for Sale 3,396 3,248 3,518 3,571 3,663
Less: Generation for Canada® 25 - - - -
Balance® 3,371 3,248 3,518 3,571 3,663

In 1,000 MWhs, variations from year to year reflect actual water conditions.

Adjustments made periodically to the generation available for sale from the Wells Project.

Amounts required to be delivered to Canada as the Wells Project Allocation to Canadian Entitlement pursuant
to the Allocation Extension Agreement.

Amounts required to be sold pursuant to the Colville Power Sales Contract.

Amounts required to be delivered to Canada as the Wells Project Allocation to Canadian Entitlement pursuant
to the Allocation Agreement which expired on March 31, 2003.
Amounts available to the Power Purchasers and Douglas PUD.

3.4.2.2 Annual Plant Factor

Based on the Project’s installed nameplate capacity of 774.3 megawatts (MW) and the average
annual net plant generation of 4,077,400 MWh under the current operational regime (2003 to
2007), the Wells Project has an annual plant factor of 60 percent.

3.4.2.3 Estimate of Dependable Capacity

The dependable capacity of the Wells Project is approximately 715 MW. This estimate is
calculated using the minimum average monthly flow of the Columbia River during the critical
month (January), and supplementing that flow by the usable storage capacity available for a four-
hour period.
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34.24 Plant Capability Versus Head

The Wells Project operates over a 10-foot reservoir operating zone, from a normal minimum
forebay elevation of 771 feet to the normal maximum pool elevation of 781 feet. The tailwater at
the Wells Project is subject to encroachment by the backwater pool of the downstream Rocky
Reach Project. The estimated tailwater rating curve at the Wells powerhouse is provided in
Figure 3.4-13.

Combining the allowable variation of the reservoir, the expected turbine-generator performance
values, and estimated maximum turbine hydraulic capacity at the various heads yields an
estimate of the plant capability at the gross heads available at the Project. This is shown in
Figure 3.4-14. These values are estimated and have not been field-verified.

34.3 Reservoir Operations

The Wells Reservoir is authorized to operate between elevations 781 and 771 feet. The usable
storage between these two elevations is 97,985 ac-ft, or 0.1 million acre-feet (MAF). The
reservoir has a surface area of 9,740 acres at elevation 781 feet. Figure 3.4-15 shows area and
capacity data for the reservoir. This use of storage is critical to the operation of the Wells Project
due to its proximity to the two federal projects, Grand Coulee and Chief Joseph, both of which
discharge flows for peaking and load-following purposes, resulting in rapidly changing flow
levels, often without advance warning to Douglas PUD. Use of storage is also essential to the
operations under the HCA and for fulfilling Douglas PUD’s obligations to the COE during flood
flows (see Article 34 of the Wells license [Exhibit B; Appendix B-1]).

In any event, water storage at Wells is used judiciously. Over the period 1990 to 2005, reservoir
levels fell below 779 feet approximately 15 percent of the time and below 777 feet only
1.1 percent of the time on average in a given year.
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Figure 3.4-15 Area capacity curve for the Wells Reservoir.

4.0 RESOURCE UTILIZATION AND FUTURE DEVELOPMENT

The minimum hydraulic capacity of the powerhouse is 13 kcfs, which is the flow needed to
maintain station service and reliability. At a maximum hydraulic capacity approaching 220 kcfs,
the Project turbines have a flow capability that exceeds river flow greater than 95 percent of the
time in all months except May and June. Even in those months, flows in the Columbia River
exceed 220 kcfs only 12 and 20 percent of the time, respectively. Therefore, expansion of
turbine capacity is not economically feasible at the present time.

Improvements to operations at Wells have most recently focused on governor upgrades,
completed in 2000 for all 10 units, and the potential for efficiency improvements of both the
turbine and generator, studies of which are currently underway. Consideration of such
improvements for units the size of those at Wells (80 MW each) is a long and meticulous process
and will be carefully undertaken over the next 5 to 10 years. Potential improvements are
expected to be relatively small (2 to 4 percent), but not insignificant when considering the size
and dependable capacity of the units at the Wells Project.
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Appendix B-1

Current License Articles
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The FERC license for the Wells Project currently contains 61 separate license articles. FERC,
through various orders amending the Wells Project license, has added and modified various
license articles governing the construction, operation and maintenance of the Wells Project. The
initial license issued on July 12, 1962 included the standard terms and conditions of Form L-6
(December 15, 1953) except for Articles 23 and 24, the last sentence of Article 17 and special
conditions set forth as additional Articles 28-47. Article 48 was added to the license on January
5, 1981. Articles 49-58 were added on September 23, 1982. Articles 59-63 were added on June
21, 2004.

The standard articles of Form L-6, FPC Terms and Conditions of License for Unconstructed
Major Project Affecting Navigable Waters and Lands of the United States, revised as of
December 15, 1953, are a part of the license, except as noted below.

Article 1. The entire project, as described in the order of the Commission, shall be subject to all
the provisions, terms, and conditions of the license.

Avrticle 2. No substantial change shall be made in the maps, plans, specifications, and statements
described and designated as exhibits and approved by the Commission in its order as a part of the
license until such change shall have been approved by the Commission: Provided, however, that
if the Licensee or the Commission deems it necessary or desirable that said approved exhibits, or
any of them, be changed, there shall be submitted to the Commission for approval amended,
supplemental, or additional exhibit or exhibits covering the proposed changes which, upon
approval by the Commission, shall become a part of the license and shall supersede, in whole or
in part, such exhibit or exhibits theretofore made a part of the license as may be specified by the
Commission.

Article 3. Said project works shall be constructed in substantial conformity with the approved
exhibits referred to in Article 2 herein or as changed in accordance with the provisions of said
article. Except when emergency shall require for the protection of navigation, life, health, or
property, no substantial alteration or addition not in conformity with the approved plans shall be
made to any dam or other project works under the license without prior approval of the
Commission; and any emergency alternation or addition so made shall thereafter be subject to
such modification and change as the Commission may direct. Minor changes in the project
works or divergence from such approved exhibits may be made if such changes will not result in
decrease in efficiency, in material increase in cost, or in impairment of the general scheme of
development; but any of such minor changes made without the prior approval of the
Commission, which in its judgment have produced or will produce any of such results, shall be
subject to such alteration as the Commission may direct. The Licensee shall comply with such
rules and regulations of general or special applicability as the Commission may from time to
time prescribe for the protection of life, health, or property.

Avrticle 4. The construction, operation, and maintenance of the project and any work incident to
additions or alterations, whether or not conducted upon lands of the United States, shall be
subject to the inspection and supervision of the Regional Engineer, Federal Power Commission,
in the region wherein the project is located, or of such other officer or agent as the Commission
may designate, who shall be the authorized representative of the Commission for such purposes.
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The Licensee shall furnish to said representative such information as he may require concerning
the construction, operation, and maintenance of the project, and of any alteration thereof, and
shall notify him of the date upon which work will begin, and as far in advance thereof as said
representative may reasonably specify, and shall notify him promptly in writing of any
suspension of work for a period of more than one week, and of its resumption and completion.
The Licensee shall allow him and other officers or employees of the United States, showing
proper credentials, free and unrestricted access to, through, and across the project lands and
project works in the performance of their official duties.

Article 5. Upon the completion of the project, or at such other time as the Commission may
direct, the Licensee shall submit to the Commission for approval revised maps, plans,
specifications, and statements insofar as necessary to show any divergence from or variations in
the project area and project boundary as finally located or in the project works as actually
constructed when compared with the area and boundary shown and the works described in the
license or in the maps, plans, specifications, and statements approved by the Commission,
together with a statement in writing setting forth the reasons which in the opinion of the Licensee
necessitated or justified variations in or divergence from the approved maps, plans,
specifications, and statements. Such revised maps, plans, specifications, and statements shall, if
and when approved by the Commission, be made a part of the license under the provisions of
Article 2 hereof.

Article 6. For the purpose of determining the stage and flow of the stream or streams from
which water is to be diverted for the operation of the project works, the amount of water held in
and withdrawn from storage, and the effective head on the turbines, the Licensee shall install and
thereafter maintain such gages and stream-gaging stations as the Commission may deem
necessary and best adapted to the requirements; and shall provide for the required readings of
such gages and for the adequate rating of such stations. The Licensee shall also install and
maintain standard meters adequate for the determination of the amount of electric energy
generated by said project works. The number, character, and location of gages, meters, or other
measuring devices, and the method of operation thereof, shall at all times be satisfactory to the
Commission and may be altered from time to time if necessary to secure adequate
determinations, but such alteration shall not be made except with the approval of the
Commission or upon the specific direction of the Commission. The installation of gages, the
ratings of said stream or streams, and the determination of the flow thereof, shall be under the
supervision of, or in cooperation with, the District Engineer of the United States Geological
Survey having charge of stream-gaging operations in the region of said project, and the Licensee
shall advance to the United States Geological Survey the amount of funds estimated to be
necessary for such supervision or cooperation for such periods as may be mutually agreed upon.
The Licensee shall keep accurate and sufficient record of the foregoing determinations to the
satisfaction of the Commission, and shall make return of such records annually at such time and
in such form as the Commission may prescribe.

Avrticle 7. So far as is consistent with proper operation of the project, the Licensee shall allow
the public free access, to a reasonable extent, to project waters and adjacent project lands owned
by the Licensee for the purpose of full public utilization of such lands and waters for navigation
and recreational purposes, including fishing and hunting, and shall allow to a reasonable extent
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for such purposes the construction of access roads, wharves, landings, and other facilities on its
lands the occupancy of which may, in appropriate circumstances, be subject to payment of rent
to the Licensee in a reasonable amount: Provided, that the Licensee may reserve from public
access, such portions of the project waters, adjacent lands, and project facilities as may be
necessary for the protection of life, health, and property and Provided further, that the Licensee’s
consent to the construction of access roads, wharves, landings, and other facilities shall not,
without its express agreement, place upon the Licensee any obligation to construct or maintain
such facilities.

Article 8. In the construction and maintenance of the project, the location and standards of roads
and trails, and other land uses, including the location and condition of quarries, borrow pits, spoil
disposal areas, and sanitary facilities, shall be subject to the approval of the department or
agency of the United States having supervision over the lands involved.

Avrticle 9. Insofar as any material is dredged or excavated in the prosecution of any work
authorized under the license, or in the maintenance of the project, such material shall be removed
and deposited so it will not interfere with navigation, and will be to the satisfaction of the district
Engineer, Department of the Army, in charge of the locality.

Article 10. In the construction and maintenance of the project works, the Licensee shall place
and maintain suitable structures and devices to reduce to a reasonable degree the liability of
contact between its transmission lines, and telegraph, telephone, and other signal wires or power
transmission lines constructed prior to its transmission lines and not owned by the Licensee, and
shall also place and maintain suitable structures and devices to reduce to a reasonable degree the
liability of any structures or wires falling and obstructing traffic and endangering life on
highways, streets, or railroads.

Article 11. The Licensee shall make provision, or shall bear the reasonable cost, as determined
by the agency of the United States affected, of making provision for avoiding inductive
interference between any project transmission line or other project facility constructed, operated,
or maintained under the license, and any radio installation, telephone line, or other
communication facility installed or constructed before or after construction of such project
transmission line or other project facility and owned, operated, or used by such agency of the
United States in administering the lands under its jurisdiction. None of the provisions of this
article is intended to relieve the Licensee from any responsibility or requirement which may be
imposed by other lawful authority for avoiding or eliminating inductive interference.

Article 12. The Licensee shall clear such portions of transmission line rights-of-way across
lands of the United States as are designated by the officer of the United States in charge of the
lands; shall keep the areas so designated clear of new growth, all refuse, and inflammable
material to the satisfaction of such officer; shall trim all branches of trees in contact with or
liable to contact the transmission line; shall cut and remove all dead or leaning trees which might
fall in contact with the transmission line; and shall take such other precautions against fire as
may be required by such officer. No fires for the burning of waste material shall be set except
with the prior written consent of the officer of the United States in charge of the lands as to time
and place.
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Avrticle 13. Timber on lands of the United States cut, used, or destroyed in the construction and
maintenance of the project works or in the clearing of said lands shall be paid for in accordance
with the requirements of and at the current stumpage rates applicable to the sale of similar timber
by the agency of the United States having jurisdiction over said lands; and all slash and debris
resulting from the cutting or destruction of such timber shall be disposed of as the officer of such
agency may direct.

Article 14. The Licensee shall do everything reasonably within its power and shall require its
employees, contractors, and employees of contractors to do everything reasonably within their
power, both independently and upon request of officers of the agency of the United States
concerned, to prevent, make advanced preparations for suppression, and suppress fires on lands
occupied under the license.

Article 15. Whenever the United States shall desire to construct, complete, or improve
navigation facilities in connection with the project, the Licensee shall convey to the United
States, free of cost, such of its lands and its rights-of-way and such right of passage through its
dams or other structures, and permit such control of pools as may be required to complete and
maintain such navigation facilities.

Article 16. The Licensee shall furnish free of cost to the United States power for the operation
and maintenance of navigation facilities at the voltage and frequency required by such facilities
and at a point adjacent thereto, whether said facilities are constructed by the Licensee or by the
United States.

Article 17. The operation of any navigation facilities, which may be constructed as a part of or
in connection with any dam or diversion structure constituting a part of the project works, shall
at all times be controlled by such reasonable rules and regulations in the interest of navigation,

including the control of the level of the pool caused by such dam or diversion structure, as may

be made from time to time by the Secretary of the Army Sue#rule&andrregelanen&may

Last sentence was not included in the initial license per FPC Order Issuing License (Major)
issued July 12, 1962, page 6, paragraph (B).

Avrticle 18. The United States specifically retains and safeguards the right to use water in such
amount, to be determined by the Secretary of the Army, as may be necessary for the purposes of
navigation on the navigable waterway affected; and the operations of the Licensee, so far as they
affect the use, storage and discharge from storage of waters affected by the license, shall at all
times be controlled by such reasonable rules and regulations as the Secretary of the Army may
prescribe in the interest of navigation, and as the Commission may prescribe for the protection of
life, health, and property, and in the interest of the fullest practicable conservation and utilization
of such waters for power purposes and for other beneficial public uses, including recreational
purposes; and the Licensee shall release water from the project reservoir at such rate in cubic feet
per second, or such volume in acre-feet per specified period of time, as the Secretary of the
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Army may prescribe in the interest of navigation, or as the Commission may prescribe for the
other purposes hereinbefore mentioned.

Article 19. The Licensee shall interpose no objection to, and shall in no way prevent, the use by
the agency of the United States having jurisdiction over the lands of the United States affected,
or by persons or corporations occupying lands of the United States under permit, of water for fire
suppression from any stream, conduit or body of water, natural or artificial, used by the Licensee
in the operation of the project works covered by the license, or to the use by said parties of water
for sanitary and domestic purposes from any stream or body of water, natural or artificial, used
by the Licensee in the operation of the project works covered by the license.

Article 20. The Licensee shall be liable for injury to, or destruction of, any buildings, bridges,
roads, trails, lands, or other property of the United States, occasioned by the construction,
maintenance, or operation of the project works or of the works appurtenant or accessory thereto
under the license. Arrangements to meet such liability, either by compensation for such injury or
destruction, or by reconstruction or repair of damaged property, or otherwise, shall be made with
the appropriate department or agency of the United States.

Article 21. The Licensee shall allow any agency of the United States without charge, to
construct or permit to be constructed on, through, and across the project lands, conduits, chutes,
ditches, railroads, roads, trails, telephone and power lines, and other means of transportation and
communication not inconsistent with the enjoyment of said lands by the Licensee for the
purposes stated in the license. This article shall not be construed as conferring upon the Licensee
any right of use, occupancy, or enjoyment of the lands of the United States other than for the
construction, operation, and maintenance of the project as stated in the license.

Acrticle 22. There is reserved to the appropriate department or agency of the United States, or of
the State or county involved, the right to take over, maintain, and supervise the use of any project
road as a public road after construction of the project works is completed.
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Articles 23 and 24 were not included in the initial license per FPC Order Issuing License
(Major) issued July 12, 1962, page 6, paragraph (B).

Avrticle 25. No lease of the project or part thereof whereby the lessee is granted the exclusive
occupancy, possession, or use of project works for purposes of generating, transmitting, or
distributing power shall be made without the prior written approval of the Commission; and the
Commission may, if in its judgment the situation warrants, require that all the conditions of the
license, of the Act, and of the rules and regulations of the commission shall be applicable to such
lease and to such property so leased to the same extent as if the lessee were the Licensee:
Provided, that the provisions of this article shall not apply to parts of the project or project works
which may be used by another jointly with the Licensee under a contract or agreement whereby
the Licensee retains the occupancy, possession, and control of the property so used and receives
adequate consideration for such joint use, or to leases of land while not required for purposes of
generating, transmitting, or distributing power, or to buildings or other property not built or used
for said purposes, or to minor parts of the project or project works, the leasing of which will not
interfere with the usefulness or efficient operation of the project by the Licensee for such
purposes.

Article 26. The Licensee, its successors and assigns shall, during the period of the license, retain
the possession of all project property covered by the license as issued or as later amended,
including the project area, the project works, and all franchises, easements, water rights, and
rights of occupancy and use; and none of such properties necessary or useful to the project and to
the development, transmission, and distribution of power therefrom will be voluntarily sold,
transferred, abandoned, or otherwise disposed of without the approval of the Commission:
Provided, that a mortgage or trust deed or judicial sales made thereunder, or tax sales, shall not
be deemed voluntary transfers within the meaning of this article. In the event the project is taken
over by the United States upon the termination of the license, as provided in Section 14 of the
Act, or is transferred to a new licensee under the provisions of Section 15 of the Act, the
Licensee, its successors and assigns will be responsible for and will make good any defect of title
to or of right of user in any of such project property which is necessary or appropriate or valuable
and serviceable in the maintenance and operation of the project, and will pay and discharge, or
will assume responsibility for payment and discharge, of all liens or incumbrances upon the
project or project property created by the Licensee or created or incurred after the issuance of the
license: Provided, that the provisions of this article are not intended to prevent the abandonment
or the retirement from service of structures, equipment, or other project works in connection with
replacements thereof when they become obsolete, inadequate, or inefficient for further service
due to wear and tear, or to require the Licensee, for the purpose of transferring the project to the
United States or to a new licensee, to acquire any different title to or right of user in any of such
project property than was necessary to acquire for its own purposes as Licensee.

Article 27. The terms and conditions expressly set forth in the license shall not be construed as
impairing any terms and conditions of the Federal Power Act which are not expressly set forth
herein.
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Articles 28 — 47 are listed in FPC Order Issuing License (Major) issued July 12, 1962

Avrticle 28. The Licensee shall commence construction of the project works not later than August
11963 July 31, 1965, shall thereafter in good faith and with due diligence prosecute such
construction, and shall complete construction of such project works not later than June-1,-1967
September 1, 1970.

The dates in Article 28 were amended per FPC Order Extending Time for Commencement and
Completion of Project Construction issued August 16, 1963.

Avrticle 29. The Licensee shall submit, in accordance with the Commission’s rules and
regulations, Exhibit L drawings showing the design of the project structures for Commission
approval prior to commencement of construction.

Avrticle 30. The Licensee shall, within one year from the date of completion of the project, file
with the Commission revised Exhibit F and K to show and describe the entire project, including
transmission lines.

Avrticle 31. The Licensee shall prior to flooding, clear all lands in the bottoms and margins of the
reservoir up to the high water level which shall be defined as the higher of the following:

(i) A line five feet above the backwater profile under average flow conditions (102,000 cfs for
Columbia River; 2,900 cfs for Okanogan River; and 1,300 cfs for Methow River), or

(ii) The backwater profile for the one in ten year flood (500,000 cfs for Columbia; 30,000 cfs for
Okanogan River; and 21,000 cfs for Methow River).

The Licensee shall dispose of all temporary structures, unused timber, brush, refuse, or
inflammable material resulting from clearing of the lands or from the construction and
maintenance of the project works. In addition, all trees along the margins of the reservoir which
may die during operation of the project shall be removed. The clearing of the lands and the
disposal of the material shall be done with due diligence and to the satisfaction of the authorized
representative of the Commission.

Article 32. With respect to compensation to the United States for the losses caused to the Chief
Joseph Project by encroachment upon its tailwater by the operation of the Licensee’s project:

(i) The licensee shall, prior to beginning of operation of the Wells power plant, enter into an
agreement with the Chief of Engineers, Department of the Army, or his designated
representative, to compensate the United States for encroachment on the Chief Joseph Project
resulting from the operation of the Wells Project. The agreement will provide for replacement of
power loss at Chief Joseph in time and kind, unless otherwise mutually agreed. The loss will be
computed on the basis of using the same quantity of water at any given time through the units of
the Chief Joseph powerhouse with and without the Wells Project. The difference in power
output will be the loss to be replaced. In any computation pertaining to the power loss, the
generating capacity will be limited to 125 percent of nameplate rating. The turbine and generator
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units to be used in computing the loss will be those in existence at Chief Joseph at the time the
Wells Project is licensed, and

(if) The licensee also shall compensate the United States for the increased cost of future
turbines, units 17 through 27, required to generate the same power under reduced head
conditions as a result of the encroachment of the Wells pool on Chief Joseph tailwater. Such
compensation will be a capital sum of $294,000 payable to the Treasurer of the United States on
or before operation of the initial installation at the Wells Project.

Article 33. The Licensee shall not operate the Wells Project in such a manner as to prevent the
operation of the Priest Rapids Project No. 2114 in compliance with Article 45 of the license for
that project respecting minimum flows at the Hanford Works of the Atomic Energy Commission.

Article 34. Each year before the beginning of flood runoff, the District Engineer, Corps of
Engineers, in charge of the locality, shall inform the Licensee of the storage space to be provided
in the Wells Project reservoir to compensate approximately for valley storage that may be
expected to be lost during the ensuing flood season. The Licensee shall without cost to the
United States provide this storage space in accordance with the following general procedures:

(i) The amount of storage space to be provided by the licensee will vary from zero acre-feet for
a forecasted peak flow of 500,000 second-feet at The Dalles, Oregon, to approximately 125,000
acre-feet for a forecasted peak flow of 1,100,000 second-feet at The Dalles, the forecasted flows
to be as regulated by storage existing at the time of license. To the extent feasible, and in order
to minimize the duration of the drawdown of the Wells reservoir for valley storage replacement,
the drawdown will be ordered by the District Engineer, not earlier than two weeks before the
predicted date on which the observed flow at The Dalles is forecasted to equal or exceed 500,000
cfs and refill will be directed by the District Engineer generally within one week after voluntary
filling of Grand Coulee Reservoir for flood control purposes is initiated.

(if) Detailed procedures for use of the valley storage replacement in the Wells reservoir will be
included in a regulation manual to be prepared by the District Engineer.

Article 35. The Licensee shall, prior to commencement of construction of the project, consult
with the District Engineer, Corps of Engineers, in charge of the locality with regard to provision
to be made for the future construction of navigation facilities.

Avrticle 36. The Licensee shall, for the protection of navigation, construct, maintain, and operate
at its expense such lights and other signals on fixed project structures in or over navigable water
of the United States as may be directed by the Commission upon recommendation by the
Secretary of the Department in which the Coast Guard is operating.

Avrticle 37. The Commission expressly reserves the right to determine at a later date what
additional transmission lines and appurtenant facilities, if any, shall be included in the license as
part of the project works.
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Avrticle 38. The Licensee shall use the improved streamflow from Canadian storage projects for
power production purposes, and make available to the Federal system for delivery to Canada, or
for its account, the project’s share of coordinated system benefits resulting from such improved
streamflows, both dependable hydroelectric capacity and average annual usable hydroelectric
energy, as determined to be due to Canadian interests under the procedures established pursuant
to any treaty between the United States and Canada relating to cooperative development of water
resources of the Columbia River Basin.

Avrticle 39. The Licensee shall, after notice and opportunity for hearing, coordinate the operation
of the project, electrically and hydraulically, with such other power systems and in such manner
as the Commission may direct in the interest of power and other beneficial public uses of water
resources, the benefits of which shall be shared equitably by the participants in such
coordination.

Avrticle 40. The Licensee shall not make any claim under the authority of this license against the
United States or any water users’ organization claiming through the United States for any
damage resulting from any future depletion in the flow of the waters of the Columbia River and
its tributaries for the irrigation of lands and other beneficial consumptive uses.

Article 41 was amended per FPC Order Amending License (Major) issued September 18, 1962
to read as follows:

Article 41. The Licensee shall construct, maintain and operate such protective devices and shall
provide such measures and facilities for mitigating losses to fish and wildlife resources as may
result from project construction, alteration, or operation and shall comply with such reasonable
modifications of the project structures and operation in the interest of fish and wildlife resources,
provided that such modifications shall be reasonably consistent with the primary purpose of the
project, as may be prescribed hereafter by the Commission upon its own motion or upon
recommendation of the Secretary of the Interior or the Washington State Departments of
Fisheries and Game after notice and opportunity for hearing and upon a finding that such
modifications are necessary and desirable and consistent with the provisions of the Act: Provided
further, That subsequent to approval of the final design drawings prior to commencement of
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construction no modifications of project structures in the interest of fish and wildlife resources
which involve a change in the location, height or main structure of a dam, or the addition of or
changes in outlets at or through a dam, or a major change in generating units, or a rearrangement
or relocation of a powerhouse, or major changes in a spillway structure shall be required.

Note: FERC Order Modifying License Article issued February 24, 1989 requires “the filing of
an annual progress report of the licensee’s wildlife mitigation program no later than October 1
of each year.” Information pertaining to this program is detailed in the settlement agreement
dated July 15, 1974 and filed on July 19, 1974 between Douglas PUD and the State of
Washington Department of Game.

Article 42. Whenever the United States shall desire, in connection with the project, to construct
fish handling facilities or to improve the existing fish handling facilities at its expense, the
Licensee shall permit the United States or its designated agency to use, free of cost, such of
Licensee’s lands and interest in lands, reservoirs, waterways and project works as may be
reasonably required to complete such fish handling facilities or such improvements thereof. In
addition, after notice and opportunity for hearing the Licensee shall modify the project operation
as may be prescribed by the Commission, consistent with the primary purpose of the project, in
order to permit the maintenance and operation of the fish handling facilities constructed or
improved by the United States under the provision of this article. This article shall not be
interpreted to place any obligation on the United States to construct or improve fish handling
facilities or to relieve the Licensee of any obligation under this license.

Article 43. The Licensee shall upon written request of the Commission make available to the
Secretary of the interior and the Washington State Departments of Fisheries and Game funds not
to exceed a total of $139,500 for the purpose of making investigations to determine the measures
required for preventing and mitigating losses to fish and wildlife which may result from project
construction or alteration and for making post flooding investigations to determine the effects of
actual project construction on fish and wildlife. The Licensee shall make available such
additional funds as may be agreed upon by the Licensee, the Secretary of the Interior and the
Washington Departments of Fisheries and Game, in the event the project is delayed by
amendment of the license extending the date of completion. In the event the Licensee and the
agencies herein named fail to reach agreement on the amount of funds, if any, to be made
available by the Licensee in addition to the $139,500 herein provided, the Commission may,
after notice and opportunity for hearing, determine the amount, if any, the Licensee shall pay to
reimburse the agencies named herein on account of delay of the completion of the project;
Provided, however, that the Licensee shall not be responsible for any costs of any studies
conducted after five years following the date of impoundment of the project waters.

Article 44. The Licensee shall cooperate with the Secretary of the interior in the preparation of a
public use plan for the area and in the possible salvage of archeological data and shall, upon
written request of the Commission, make available to the Secretary, or to a qualified agency
designated by the Secretary, reasonable amounts of monies not to exceed a total of $10,000 in
the preparation of a public use plan and not to exceed a total of $55,000 to compensate for
expenses incurred in archeological investigations in the pool area.
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Avrticle 45. The Licensee shall install additional capacity and make other changes in the project
as directed by the Commission, to the extent that it is economically sound and in the public
interest to do so, after notice and opportunity for hearing.

Article 46 of the license initially read as follows:

Article 46 (i) was modified to change “Part 11" to read ““Part 11" per FPC Erratum Notice
issued August 10, 1962.

Article 46(i) was also modified to show 723,000 horsepower as the authorized installed
horsepower capacity of the project for annual charge purposes per FPC Order Approving
Revised Project Exhibits and Adjusting Authorized Installed Capacity and Annual Charges
issued April 17, 1964

Article 46 (i) was further modified to show 1,032,000 horsepower per FPC Order Approving
Revised Project Exhibits and Adjusting Initial Authorized Installed Capacity and Annual
Charges issued February 2, 1965.

Article 46 (ii) was modified per FPC Order Approving Revised Exhibit K Drawings For Project
And Fixed Annual Land Charges issued September 24, 1971. This order removed the words
“including those used for transmission-line right-of-way, an amount to be determined hereafter
by the Commission” and added ““used for project purposes, $541.20.”

Article 46 was further modified per FERC Order Approving As-Built Exhibits J and K and
Amending License issued January 5, 1979 to read as follows:

Article 46. The Licensee shall pay the United States the following annual charge, effective
September 1, 1967 (the date that power from the project was first sold for profit):

(a) For the purpose of reimbursing the United States for the cost of administration of Part 1 of
the Act, a reasonable annual charge as determined by the Commission in accordance with the
provisions of its regulations, in effect from time to time. The authorized installed capacity for
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that purpose is 1,032,000 horsepower;

(b) For the purpose of recompensing the United States for the use, occupancy, and enjoyment of
225.50 acres of its lands, exclusive of transmission line rights-of-way, an amount as may be
determined from time to time pursuant to the Commission's regulations;

(c) For the purpose of recompensing the United States for the use, occupancy, and enjoyment of
7.22 acres of its lands for transmission line right-of-way purposes, an amount as may be
determined from time to time pursuant to the Commission's regulations;

(d) For the use of tribal lands embraced within the Colville Indian Reservation, such reasonable
charge (which may include electric service) as may hereafter be specified by the Commission,
subject to the approval of the Indian tribe having jurisdiction over such lands as provided by law.

Article 46 was modified per FERC Order Approving Settlement, Amending License, and
Granting Approval Under Section 22 of the Federal Power Act issued February 11, 2005. This
order states that that **Article 46, subpart (iii), of license for the Wells Project No. 2149, issued
July 12, 1962, is amended to read as follows:”

(iii) For the use of tribal lands embraced within the Colville Indian Reservation, compensation to
The Confederated Tribes of the Colville Reservation pursuant to the terms of the Colville
Settlement Agreement and the Colville Power Sales Contract, dated August 18, 2004, between
Douglas County Public Utility District No. 1 and The Confederated Tribes of the Colville
Reservation, and filed with the Commission November 23, 2004, constitutes payment in full.

Article 47. For benefits made available to the Licensee by upstream storage improvements
located in the United States and owned by the United States or its licensees, the licensee shall
pay annual charges computed as follows:

The annual cost of interest, maintenance, and depreciation on the dam and reservoir of each
headwater improvement project, to be borne by power both at-site and downstream, is to be
apportioned to storage and head functions. The amount of such cost to be apportioned to the
storage function shall be determined by multiplying such total cost by the ratio of the average
power (at-site and downstream) from at-site storage during the critical period to the sum of the
average power (at-site and downstream) from at-site storage during the critical period and the
total average power at-site (from natural flow and from at-site and upstream storage) during the
critical period. The amount of such annual cost of the headwater improvement thus apportioned
to the storage function shall be apportioned to the at-site power plant and to each downstream
plant in direct proportion to the average power from at-site storage at each plant during the
critical period. The annual costs thus apportioned to Project No. 2149 shall be the annual
payment to be made for headwater benefits; provided that the Commission may on its own
motion or upon a request by the Licensee or any party adjust such amounts, or prescribe another
and different formula or procedure to determine the annual payment for future years, after notice
and opportunity for hearing; and provided, further, that if the Federal Power Act is amended with
respect to headwater benefit payments, the Commission may determine the payments due under
this license in accordance with the Act as amended.
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The annual charges as computed under this article shall become effective on the date of
commercial operation of the fourth unit of the initial installation of seven units authorized herein
and shall be paid within 30 days of rendition of a bill therefore by the Commission. In the event
payment is not made within 30 days from the date of the billing, the amount billed and unpaid
shall be increased at the rate of 7 percent per annum until paid.

(c) The exhibits designated and describe in finding (2) above are hereby approved as part of the
license for the project.

(d) This order shall become final 30 days from the date of its issuance unless application for
rehearing shall be filed as provided in Section 313 (a) of the Act, and failure to file such an
application shall constitute acceptance of this license. In acknowledgement of the acceptance of
this license, it shall be signed for the Licensee and returned to the Commission within 60 days
from the date of issuance of this order.

Article 48 (below) was tendered to Douglas PUD in a letter from William W. Lindsay, FERC
Director of Office of Electric Power Regulation, dated June 18, 1980. By Douglas PUD
Resolution No. 81-4 approved January 5, 1981 and by letter to FERC Secretary Kenneth F.
Plumb by Douglas PUD Manager Fred Lieberg dated January 5, 1981, Article 48 was accepted
by Douglas PUD and became a part of the license.

Article 48. (a) In accordance with the provisions of this article, the Licensee shall have the
authority to grant permission for certain types of use and occupancy of project lands and waters
and to convey certain interests in project lands and waters for certain other types of use and
occupancy, without prior Commission approval. The Licensee may exercise the authority only if
the proposed use and occupancy is consistent with the purposes of protecting and enhancing the
scenic, recreational, and other environmental values of the project. For those purposes, the
Licensee shall also have continuing responsibility to supervise and control the uses and
occupancies for which it grants permission, and to monitor the use of, and ensure compliance
with the covenants of the instrument of conveyance for, any interests that it has conveyed, under
this article. If a permitted use and occupancy violates any condition of this article or any other
condition imposed by the Licensee for protection and enhancement of the project’s scenic,
recreational, or other environmental values, or if a covenant of a conveyance made under the
authority of this article is violated, the Licensee shall take any lawful action necessary to correct
the violation. For a permitted use or occupancy, that action includes, if necessary, canceling the
permission to use and occupy the project lands and waters and requiring the removal of any non-
complying structures and facilities.

(b) The types of use and occupancy of project lands and waters for which the Licensee may grant
permission without prior Commission approval are: (1) landscape plantings; (2) non-commercial
piers, landings, boat docks, or similar structures and facilities; and (3) embankments, bulkheads,
retaining walls, or similar structures for erosion control to protect the existing shoreline. To the
extent feasible and desirable to protect and enhance the project’s scenic, recreational, and other
environmental values, the Licensee shall require multiple use and occupancy of facilities for
access to project lands or waters. The Licensee shall also ensure, to the satisfaction of the
Commission’s authorized representative, that the uses and occupancies for which it grants
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permission are maintained in good repair and comply with applicable State and local health and
safety requirements. Before granting permission for construction of bulkheads or retaining
walls, the Licensee shall: (1) inspect the site of the proposed construction, (2) consider whether
the planting of vegetation or the use of riprap would be adequate to control erosion at the site,
and (3) determine that the proposed construction is needed and would not change the basic
contour of the reservoir shoreline. To implement this paragraph (b), the Licensee may, among
other things, establish a program for issuing permits for the specified types of use and occupancy
of project lands and waters, which may be subject to the payment of a reasonable fee to cover the
Licensee’s costs of administering the permit program. The Commission reserves the right to
require the Licensee to file a description of its standards, guidelines, and procedures for
implementing this paragraph (b) and to require modifications of those standards, guidelines, or
procedures.

(c) The Licensee may convey easements or rights-of-way across, or leases of, project lands for:
(1) replacement, expansion, realignment, or maintenance of bridges and roads for which all
necessary State and Federal approvals have been obtained; (2) storm drains and water mains; (3)
sewers that do not discharge into project waters; (4) minor access roads; (5) telephone, gas, and
electric utility distribution lines; (6) non-project overhead electric transmission lines that do not
require erection of support structures within the project boundary; (7) submarine, overhead, or
underground major telephone distribution cables or major electric distribution lines (69-kv or
less); and (8) water intake or pumping facilities that do not extract more than one million gallons
per day from a project reservoir. No later than January 31 of each year, the Licensee shall file
three copies of a report briefly describing for each conveyance made under this paragraph (c)
during the prior calendar year, the type of interest conveyed, the location of the lands subject to
the conveyance, and the nature of the use for which the interest was conveyed.

(d) The Licensee may convey fee title to, easements or rights-of-way across, or leases of project
lands for: (1) construction of new bridges or roads for which all necessary State and Federal
approvals have been obtained; (2) sewer or effluent lines that discharge into project waters, for
which all necessary Federal and State water quality certificates or permits have been obtained,;
(3) other pipelines that cross project lands or waters but do not discharge into project waters; (4)
non-project overhead electric transmission lines that require erection of support structures within
the project boundary, for which all necessary Federal and State approvals have been obtained;
(5) private or public marinas that can accommodate no more than 10 watercraft at a time and are
located at least one-half mile from any other private or public marina; (6) recreational
development consistent with an approved Exhibit R or approved report on recreational resources
of an Exhibit E; and (7) other uses, if: (i) the amount of land conveyed for a particular use is five
acres or less; (ii) all of the land conveyed is located at least 75 feet, measured horizontally, from
the edge of the project reservoir at normal maximum surface elevation; and (iii) no more than 50
total acres of project lands for each project development are conveyed under this clause (d) (7) in
any calendar year. At least 45 days before conveying any interest in project lands under this
paragraph (d), the Licensee must file a letter to the Director, Office of Electric Power Regulation,
stating its intent to convey the interest and briefly describing the type of interest and location of
the lands to be conveyed (a marked Exhibit G or K map may be used), the nature of the proposed
use, the identity of any Federal or State agency official consulted, and any Federal or State
approvals required for the proposed use. Unless the Director, within 45 days from the filing
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date, requires the Licensee to file an application for prior approval, the Licensee may convey the
intended interest at the end of that period.

(e) The following additional conditions apply to any intended conveyance under paragraphs (c)
or (d) of this article:

(1) Before conveying the interest, the Licensee shall consult with Federal and State fish
and wildlife or recreation agencies, as appropriate, and the State Historic Preservation
Officer.

(2) Before conveying the interest, the Licensee shall determine that the proposed use of
the lands to be conveyed is not inconsistent with any approved Exhibit R or approved
report on recreational resources of an Exhibit E; or, if the project does not have an
approved Exhibit R or approved report on recreational resources, that the lands to be
conveyed do not have recreational value.

(3) The instrument of conveyance must include covenants running with the land adequate
to ensure that: (i) the use of the lands conveyed shall not endanger health, create a
nuisance, or otherwise be incompatible with overall project recreational use; and (ii)
the grantee shall take all reasonable precautions to ensure that the construction,
operation, and maintenance of structures or facilities on the conveyed lands will occur
in a manner that will protect the scenic, recreational, and environmental values.

(4) The Commission reserves the right to require the Licensee to take reasonable
remedial action to correct any violation of the terms and conditions of this article, for
the protection and enhancement of the project’s scenic, recreational and other
environmental values.

(F) The conveyance of an interest in project lands under this article does not in itself change the
project boundaries. The project boundaries may be changed to exclude land conveyed under this
article only upon approval of revised Exhibit G or K drawings (project boundary maps)
reflecting exclusion of that land. Lands conveyed under this article will be excluded from the
project only upon a determination that the lands are not necessary for project purposes, such as
operation and maintenance, flowage, recreation, public access, protection of environmental
resources, and shoreline control, including shoreline aesthetic values. Absent extraordinary
circumstances, proposals to exclude lands conveyed under this article from the project shall be
consolidated for consideration when revised Exhibit G or K drawings would be filed for approval
for other purposes.

Articles 49 — 58 were added to the license by FERC Order Amending License (Major) issued
September 23, 1982

Article 49. The Licensee shall continue to cooperate with the Washington State Historic
Preservation Officer (SHPO) to carry out a data recovery program, as concurred in by the
Advisory Council on Historic Preservation, for mitigating adverse impacts on the Lake Pateros
Archeological District. The Licensee shall make available funds in a reasonable amount for the
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data recovery and reporting measures required. If any previously undiscovered archeological
sites are found during the increase in reservoir elevation and its associated activities at the
project, those activities shall be halted, a qualified archeologist shall be consulted to determine
the significance of the resources, and the Licensee shall consult with the SHPO to develop a
mitigation plan for the protection of significant archeological resources. If the Licensee and the
SHPO cannot agree on the amount of money to be expended on historical and archeological
work at the project, the Commission reserves the right to require the Licensee to conduct, at its
own expense, any such work found necessary.

Article 50. Licensee shall, in consultation with the U.S. Soil Conservation Service, investigate
and identify all non-project lands and structures, including the Brewster swimming pool, that
will be adversely impacted by an increase in the Wells Project Reservoir to elevation 781 feet
msl, and within 6 months from the date of this order, file with the Commission a report on its
findings, and for approval, specific recommendations, with an implementation schedule, for
measures required to mitigate any adverse impacts.

Avrticle 51. The Licensee shall, in consultation with the National Park Service of the U.S.
Department of the Interior, the State of Washington Parks and Recreation Commission, and other
interested Federal, State, and local agencies, conduct a study of the need, if any, for providing
additional public recreational facilities at Project No. 2149, and within 6 months from the date of
issuance of this order, file with the Commission the results of the study and for approval, a
Report on Recreational Resources for the project that conforms to 84.51(f)(5) of the
Commission’s regulations.

Avrticle 52. The Licensee shall, prior to the raising of the water surface elevation of the project
reservoir, enter into an agreement with the Chief of Engineers, Department of the Army, or his
designated representative, to compensate the United States for encroachment at the Chief Joseph
Dam resulting from the higher normal water surface elevation of the Wells Project. A copy of
the signed agreement shall be filed with the Director, Office of Electric Power Regulation and
the San Francisco Regional Engineer. In the event that the parties cannot reach agreement on the
compensation to be provided for head encroachment at Chief Joseph Dam, the compensation to
be provided by Licensee shall be determined by the Director, Office of Electric Power
Regulation prior to raising the operating level of the Wells Reservoir.

Article 53. The Licensee shall submit, for approval, in accordance with the Commission’s rules
and regulations, revised Exhibit L drawings with supporting design reports showing the stability
analysis for the hydrocombine and earth embankment structures within 90 days from the
issuance date of this order.

Avrticle 54. The Licensee shall submit for Commission approval a plan and schedule for
determining the magnitude and distribution of uplift pressures in the foundation and at the rock
concrete interface of the Wells Dam. This plan shall include the procedures and a description of
the instrumentation to be used to determine the uplift pressure distribution, both parallel and
perpendicular to the axis of the dam, and shall include a monitoring program to detect any
changes in the magnitude or distribution of the pressure. The plan shall be submitted within 180
days from the issuance of this order.
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Avrticle 55. The Commission reserves the authority to order, upon its own motion or upon the
recommendation of Federal or State fish and wildlife agencies or affected Indian Tribes,
alterations of project structures and operations to take into account to the fullest extent
practicable the regional fish and wildlife program developed pursuant to the Pacific Northwest
Electric Power Planning and Conservation Act.

Avrticle 56. The Licensee shall submit for approval, in accordance with the Commission’s rules
and regulations, revised Exhibit K drawings showing the increase in normal operating pool level
of the Wells Reservoir.

Avrticle 57. Within 60 days from the issuance of this order, after consultation with the U.S. Fish
and wildlife Service and the Washington Department of Game. Licensee shall file for
Commission approval a wildlife improvement plan to mitigate the impacts on wildlife from
raising the project reservoir.

Article 58. The Licensee shall institute a program to provide for the periodic inspection,
maintenance and monitoring of the hydrocombine drainage system to ensure that all drains are
operating efficiently and to determine that the uplift pressures are within design assumptions.
An annual report summarizing and analyzing the results of the program shall be submitted to the
San Francisco Regional Engineer and to the Director, Office of Electric Power Regulation. Any
nonfunctioning drain shall be replaced to the satisfaction of and within the time specified by the
Commission’s authorized representative.

Articles 59 — 63 were added to the license by FERC Order Amending License issued June 21,
2004.

Note: FERC Order on Rehearing issued November 23, 2004 clarified that approval of the
Anadromous Fish Agreement and Habitat Conservation Plan superseded the Wells Settlement
Agreement (approved by FERC on January 24, 1991). A May 11, 2005 letter from FERC
acknowledged receipt of Douglas PUD’s final Annual Report on activities related to the Wells
Settlement Agreement.

Article 59. (a) The licensee shall carry out its obligations as set forth in the Anadromous Fish
Agreement and Habitat Conservation Plan (HCP Agreement) for the Wells Hydroelectric Project
No. 2149 filed with the Commission on November 24, 2003, and as approved by the
Commission at 107 FERC 1 61,280 and 1 61,283. Further, the licensee shall file with the
Commission (1) the final annual and comprehensive progress reports developed pursuant to the
HCP Agreement; and (2) the final results of all studies and testing pursuant to the HCP
Agreement.

(b) Prior to taking any action pursuant to the HCP Agreement that requires a change in the
authorized project facilities or operations not specifically identified in the HCP Agreement, the
licensee shall file a license amendment application.

(c) The licensee shall file design drawings prior to the implementation of any modification or
addition to project works that is necessary to implement the HCP Agreement. The licensee shall
file such design drawings for Commission approval at least 90 days prior to the start of
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construction or modification. The licensee will file as-built drawings with the Commission
within 6 months after the completion of construction or modification.

Article 60. The licensee, prior to the commencement of any ground-disturbing activity at the
Project site or on non-federal lands pursuant to the Tributary Conservation Plan provisions of the
Habitat Conservation Plan Agreement approved by the Commission at 107 FERC { 61,280 and
61,283, shall consult with the Washington State Historical Preservation Officer (SHPO) and
potentially affected Indian tribes about the need for a cultural resources survey. For this purpose,
the licensee shall within 90 days prepare and provide to the SHPO and potentially affected
Indian tribes a map delineating the Area of Potential Effect as defined in 36 C.F.R. § 800.16(d),
and the map shall include potential geographical scope of actions under the Tributary
Conservation Plan. If any previously unrecorded archeological or historical sites are discovered
during the course of such survey or activity, ground-disturbing activity in the vicinity shall be
halted, a qualified archeologist shall be consulted to determine the significance of the sites, and
the licensee shall consult with the SHPO and tribes to develop a mitigation plan for the
protection of significant archeological or historical resources. The Commission reserves
authority to resolve any disputes between the licensee and the consulted entities.

Avrticle 61. Bull Trout — Reasonable and Prudent Measures and Terms and Conditions. (a)
Within six months of the issuance of the order amending license issued at 107 FERC 1 61,283
(2004), the licensee shall file for Commission approval a plan to implement the Reasonable and
Prudent Measures and associated Terms and Conditions said order. The plan shall include
provisions for the annual report required by Article 432 62. The plan shall be prepared in
consultation with the U.S. Fish and Wildlife Service, NOAA Fisheries, Washington Department
of Fish and Wildlife, and interested Indian tribes.

(b) The licensee shall include with the plan documentation of consultation, copies of comments
and recommendations on the completed plan after it has been prepared and provided to the
consulted entities, and specific descriptions of how the entities’ comments and recommendations
are accommodated by the plan. The licensee shall allow a minimum of 30 days for the entities to
comment and to make recommendations before filing the plan with the Commission. If the
licensee does not adopt a recommendation, the filing shall include the licensee’s reason’s based
on project-specific information.

(c) The Commission reserves the right to require changes to the plan. The plan shall not be
implemented until the licensee is notified by the Commission that the plan is approved. Upon
approval of the plan, the licensee shall implement the plan, including any changes required by
the Commission.

So that the Commission can keep apprised of the licensee’s bull trout activities, the licensee shall
file, with the Commission, an interim summary report and final take monitoring report at the
same time it files the reports with the U.S. Fish and Wildlife Service. The interim summary
report shall be filed by March 31 for the prior year’s activities and a final take monitoring report
shall be filed by December 31, 2008, which includes a six year average annual take level for the
project.
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Notes:

FERC Order Granting Extension of Time Under Article 61 issued January 6, 2005 extended ““the
deadline to file a bull trout monitoring plan in accordance with article 61 of the license” to
February 28, 2005.

FERC Order Modifying and Approving Bull Trout Management Plan Under Article 61 issued
April 19, 2005 added new language to Article 61 (last paragraph).

FERC Order issued June 21, 2004 refers to an “Article 412" within paragraph (a) of Article 61.
FERC Errata Notice issued June 14, 2005 corrects paragraph (a) of Article 61 to reference
Article 62 instead of Article 412.

Article 62. Annual Reports — Implementation of Reasonable and Prudent Measures. (a) The
licensee shall prepare and file with the Commission an annual report describing the impacts of
the Reasonable and Prudent Measures and associated Terms and Conditions prescribed by the
U.S. Fish and Wildlife Service for the protection of bull trout. The report shall also be submitted
to the Central Washington Field Office of the U.S. Fish and Wildlife Service and shall list and
describe any adverse effects resulting from project activities on bull trout, including the number
and life stages of individuals affected.

(b) Upon locating a dead, injured, or sick endangered or threatened species specimen, the
licensee shall initially notify the Central Washington Field Office (Wenatchee, Washington;
telephone 509-664-0658) within 48 hours. The licensee shall take care in handling sick or
injured specimens to ensure effective treatment and care or the handling of dead specimens to
preserve biological material in the best possible state for later analysis of cause of death. In
conjunction with the care of sick or injured endangered species or preservation of biological
materials from a dead animal, the licensee shall carry out instructions provided by the Service to
ensure that evidence intrinsic to the specimen is not unnecessarily disturbed.

Avrticle 63. Reservation of Authority — Bull Trout Recovery Plan. Authority is reserved to the
Commission to require the licensee to carry out specified measures for the purpose of
participating in the development and implementation of a bull trout recovery plan.
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EXHIBIT C - CONSTRUCTION HISTORY

The following excerpt from the Code of Federal Regulations (CFR) at 18 CFR § 4.51 (d)
describes the required content of this Exhibit.

(d) Exhibit C is a construction history and proposed construction schedule for the project. The
construction history and schedules must contain:

(1) Ifthe application is for an initial license, a tabulated chronology of construction for
the existing projects structures and facilities described under paragraph (b) of this
section (Exhibit A), specifying for each structure or facility, to the extent possible,
the actual or approximate dates (approximate dates must be identified as such) of:
(1)  Commencement and completion of construction or installation;

(i)  Commencement of commercial operation; and
(iii)  Any additions or modifications other than routine maintenance; and

(2) If any new development is proposed, a proposed schedule describing the necessary
work and specifying the intervals following issuance of a license when the work
would be commenced and completed.
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1.0 CONSTRUCTION HISTORY OF EXISTING STRUCTURES AND
FACILITIES

Wells Dam consists of a west embankment, a central concrete structure, and an east
embankment. The central concrete structure, referred to as a “hydrocombine,” includes the
generating units, spillways, switchyard and fish passage facilities, uniquely integrated into a
single structure. The Wells Hydroelectric Project (Project) also includes a forebay, reservoir,
tailrace, switchyard, high-voltage transmission lines, recreation facilities and lands within the
Wells Project Boundary.

The Wells Project was constructed between 1963 and 1967. On July 12, 1962, the Federal
Power Commission (FPC), predecessor to the Federal Energy Regulatory Commission (FERC),
granted Public Utility District No. 1 of Douglas County (Douglas PUD) a 50-year license to
construct and operate the Wells Project. The initial design and license for the Wells Project
called for the installation of seven turbine-generator units. Construction of the Wells Project
began in the fall of 1963. On February 2, 1965, the FPC approved Douglas PUD’s application to
amend the original license to include three additional generating units. Commercial operation of
the originally-designed seven-unit Wells Project began on September 1, 1967. The three
additional units were in commercial operation by January 24, 1969.

On April 26, 1981, Douglas PUD filed an application for a license amendment to raise the
elevation of the Wells Reservoir from 779 to 781 feet. On September 23, 1982, FERC issued an
order amending the License and added Avrticles 49 through 58 in response to that application.

From 1987 through 1990, the 10 original Allis-Chalmers turbine runners were replaced with
new, high-efficiency turbine runners manufactured by Fuji Electric. Recent modifications
consist of the construction in 1992 of a diaphragm cutoff wall through the East Embankment to
the bedrock in order to repair a sinkhole discovered in 1990. Governor upgrades were completed
in 2000 for all 10 units. Additional monitoring equipment was installed, and since repaired no
additional seepage has been detected. Replacement of the original substations, manufactured by
the Federal Pacific Electric Company, was completed in 2004. Additionally, the Federal Pacific
Electric Company circuit breakers and breaker panels in each substation were replaced with
breakers manufactured by Asea Brown Boveri Ltd (ABB). In 2005, the generator winding and
core of Unit No. 1 was damaged beyond repair by an electrical fault. The generator was rebuilt
and returned to service. A contract has been awarded to rebuild the remaining nine generators
and to refurbish all 10 turbines over a period of eight years. A debris boom was installed at the
Project in early 2009 to replace the safety boom. The boom extends approximately 1,100 feet
into the forebay and helps protect the Project from floating debris flushed down the river,
primarily during spring floods.

In addition to Project construction, Douglas PUD funded the construction of the Wells and
Methow fish hatcheries. The Wells Hatchery is located adjacent to the Wells Dam and was
constructed in 1967. The construction of the Methow Hatchery in 1992 was funded by Douglas
PUD as a result of a Long-Term Fish Settlement Agreement to mitigate for unavoidable juvenile
fish passage losses at the Wells Project.
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2.0 PROPOSED CONSTRUCTION SCHEDULE FOR
IMPROVEMENTS

Douglas PUD is not proposing any new generation facilities. Non-generating facilities proposed
to be constructed during the term of the new license include: (1) Douglas PUD’s participation in
a white sturgeon hatchery and rearing facility; (2) new interpretive displays, located within the
Project Boundary but away from critical energy infrastructure; (3) major redesign and
construction of new facilities and rehabilitation of aging infrastructure located at the Wells and
Methow fish hatcheries, as directed by National Marine Fisheries Service (NMFS) requirements
for Upper Columbia River spring Chinook salmon and Upper Columbia River steelhead
Hatchery and Genetic Management Plans (HGMPs); and (4) the construction of additional
Project-related recreation facilities.

2.1 White Sturgeon Hatchery

The Aquatic Settlement Agreement (ASA) for the Wells Project includes plans to implement a
comprehensive White Sturgeon Management Plan (Exhibit E; Appendix E-2). As part of the
WSMP, Douglas PUD will supplement the white sturgeon population in the Wells Reservoir. In
order to supplement the sturgeon population within the Wells Reservoir, Douglas PUD will
participate in a regional white sturgeon hatchery.

2.2 Wells Dam Overlook Interpretive Displays

The Wells Dam Visitor Center, previously located inside the Wells Dam, has been closed to the
public since 2001 due to security concerns. Douglas PUD is proposing to construct a new
Visitor Interpretation Facility to be located on lands owned by Douglas PUD at the access point
to the Wells Dam in the vicinity of the current Wells Dam Overlook. Exhibits to be provided at
the new facility may include, but are not limited to, power generation, the history of Wells Dam,
benefits of hydropower, fish and wildlife, and recreation. A live video feed of the Wells Project
fish ladder will also be provided at the facility (Exhibit E; Appendix E-5).

2.3 Boat-in Tent Camping Facilities and Signage

The Recreation Needs Analysis (DTA, 2008) identified a need to improve access for non-
motorized boat users. The study further identified potential opportunities for coordination with
the Greater Columbia Water Trail (GCWT) Coalition so that non-motorized boat-in camping
facilities would be consistent with other sections of the Columbia River.

To accommodate non-motorized boat users, Douglas PUD will implement several
measures to improve access for non-motorized boaters, including installing GCWT signs
and informational material at appropriate Wells Project recreational access facilities;
providing information on portaging around Wells Dam; constructing a formal boat-in tent
camping facility in the vicinity of the Okanogan River, including restroom and picnic
shelter; and designating and providing basic improvements for an informal/rustic boat-in
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tent camping location on the west side of the river within several miles of Wells Dam
(Exhibit E; Appendix E-5).

2.4 Marina Park Expansion

The Recreation Needs Analysis (DTA 2008) indicates Marina Park in Bridgeport receives the
most visitation of any location on the Wells Project. Marina Park is often filled to capacity
during peak recreation season. To accommodate increasing use, Douglas PUD will expand
Marina Park to include an additional 10 recreation vehicle (RV) spaces north along the river
within Project Boundary. The expansion will include all facilities needed to accommodate
recreation use associated with 10 additional RV spaces, including restroom facilities, lift stations,
landscaping and access roads (Exhibit E; Appendix E-5).

2.5 Wells and Methow Hatchery Upgrades

HGMPs are used to address the take of ESA-listed species that may occur as a result of artificial
propagation activities. The primary goal of an HGMP is to devise biologically-based artificial
propagation management strategies that ensure the conservation and recovery of ESA listed
stocks of salmon and steelhead. In 2010, the NMFS required Douglas PUD and the HCP
Hatchery Committee to develop new HGMPs for ESA-listed Upper Columbia River spring
Chinook salmon and Upper Columbia River steelhead. These new HGMPs require substantial
modifications and upgrades to the facilities and operations at the Methow and Wells fish
hatcheries (Exhibit E; Appendix E-9).

2.6 Additional Recreational Facilities

The Chicken Creek Boat Launch is located on Washburn Pond within the Wells Project
Boundary. Washburn Pond is hydraulically isolated from the Wells Reservoir. Lower pond
levels on Washburn Pond are often observed in the fall season, and public access can be
restricted due to the short length of the launch. Douglas PUD will place additional concrete
planks at the end of the launch in order to extend the launch for improved access during the fall
season (Exhibit E; Appendix E-5).

For the term of the new license, Douglas PUD will continue to ensure the operation and
maintenance of all of the Wells Project recreation facilities. Administration, operation, and
maintenance activities will include, but are not limited to, maintaining parking areas, lawns,
restrooms, lights, water, power, sewer/septic, playground equipment, shelters, and playfields.
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EXHIBIT D - STATEMENT OF COSTS AND FINANCING

The following excerpt from the Code of Federal Regulations (CFR) at 18 CFR 8§ 4.51(e)
describes the required content of this Exhibit.

Exhibit D is a statement of costs and financing. The statement must contain:

(1)

)

(3)

(4)

()

(6)

If the application is for an initial license, a tabulated statement providing the actual or
approximate original cost (approximate costs must be identified as such) of:
(i)  Any land or water right necessary to the existing project; and
(i)  Each existing structure and facility described under paragraph (b) of this section
(Exhibit A).
If the applicant is a licensee applying for a new license, and is not a municipality or a
state, an estimate of the amount which would be payable if the project were to be taken
over pursuant to section 14 of the Federal Power Act upon expiration of the license in
effect [see 16 U.S.C. 807], including:
(i) Fairvalue;
(i) Net investment; and
(iii) Severance damages.
If the application includes proposals for any new development, a statement of estimated
costs, including:
(i)  The cost of any land or water rights necessary to the new development; and
(i)  The cost of the new development work, with a specification of:
(A) Total cost of each major item;
(B) Indirect construction costs such as costs of construction equipment, camps,
and commissaries;
(C) Interest during construction; and
(D) Overhead, construction, legal expenses, taxes, administrative and general
expenses, and contingencies.
A statement of the estimated average annual cost of the total project as proposed
specifying any projected changes in the costs (life-cycle costs) over the estimated financing
or licensing period if the applicant takes such changes into account, including:
(i)  Cost of capital (equity and debt);
(i)  Local, state, and Federal taxes;
(iii) Depreciation and amortization;
(iv) Operation and maintenance expenses, including interim replacements, insurance,
administrative and general expenses, and contingencies; and
(v) The estimated capital cost and estimated annual operation and maintenance expense
of each proposed environmental measure.
A statement of the estimated annual value of project power, based on a showing of the
contract price for sale of power or the estimated average annual cost of obtaining an
equivalent amount of power (capacity and energy) from the lowest cost alternative source,
specifying any projected changes in the cost of power from that source over the estimated
financing or licensing period if the applicant takes such changes into account.
A statement specifying the sources and extent of financing and annual revenues available
to the applicant to meet the costs identified in paragraphs (e)(3) and (4) of this section.
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(7) An estimate of the cost to develop the license application;

(8) The on-peak and off-peak values of project power, and the basis for estimating the values,
for projects which are proposed to operate in a mode other than run-of-river; and

(9) The estimated average annual increase or decrease in project generation, and the
estimated average annual increase or decrease of the value of project power, due to a
change in project operations ( i.e., minimum bypass flows; limits on reservoir
fluctuations).
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1.0 ORIGINAL COST OF WELLS PROJECT

This application is for a new license, not an initial license. The Public Utility District No. 1 of
Douglas County (Douglas PUD) is seeking a new 50-year license to continue operating the
existing Wells Hydroelectric Project (No. 2149) (Project) located at river mile (RM) 515.6 on the
mainstem Columbia River. Therefore, a tabulated statement of original cost of Project land or
water rights, structures, or facilities associated with an initial license is not required for this
application.

2.0 WELLS PROJECT TAKEOVER COSTS

Douglas PUD is a municipal corporation of Washington State, and as such, is not subject to
Section 14 of the Federal Power Act (FPA), 16 USC 8 807, concerning the takeover of a project
upon expiration of the license. Therefore, takeover costs are not applicable to this application.

3.0 HISTORIC ANNUAL COST OF PROJECT POWER

For the fiscal years 2003 to 2007, the average annual Historic Power Cost for the Wells Project
was $34,129,800 (Table 3.0-1). This includes an average annual cost of $9.6 million associated
with implementing the existing Wells Anadromous Fish Agreement and Habitat Conservation
Plan (Wells HCP) measures, as approved in 2004.

The generation available for sale from the Project to Douglas PUD and the Power Purchasers is
the net generation reduced by the Project’s allocation of energy compensating for the Chief
Joseph encroachment, allocation to Canadian Entitlement pursuant to the Allocation Extension
Agreement, and allocation to the Confederated Tribes of the Colville Reservation (CCT)
pursuant to the Colville Power Sales Contract (Table 3.0-2). Project power is sold to Power
Purchasers under long-term power sales contracts and to Douglas PUD’s Electric Distribution
System at the cost of generation. The average cost of generation for sale from the Project for the
fiscal years 2003-2007 was $9.81 per megawatt-hour (MWh).
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Table 3.0-1 Wells Project historic power costs® for fiscal years ended August 31

($000).
2003 2004 2005 2006 2007

Operating Expenses
Production $9,875 $8,968 $7,707 $8,355  $9,596
Transmission $1,309 $1,014 $1,328 $1,365  $1,253
Administration and General $4,829 $4,783 $3,927 $5,577  $5,267
Taxes $1,117 $1,104 $1,174 $1,182 $1,199
Total Operating Expenses $17,130 $15,869 $14,136  $16,479 $17,315
Debt Service: Outstanding Bonds $15,223 $13,892  $15,081  $20,050 $20,548
Plus 10% of Debt Service2 $1,522 $1,389 $1,508 $2,005 $2,055
Additional Charges or Credits® $(229) $129 $(151)  $(1,706) $(1,596)
Subtotal $33,646 $31,279 $30,574  $36,828 $38,322
Generation for Sale (000 MWh) 3,396 3,248 3,518 3,571 3,663
Energy Cost ($/MWh) 9.91 9.63 8.69 10.31  10.46

Cash basis, excluding depreciation, computed in accordance with the Power Sales Contracts.
In accordance with the Wells Project Bond Resolution.
In accordance with the Power Sales Contracts.

Table 3.0-2 Wells Project energy available for sale for fiscal years ended August 31
(000 MWh).
2003 2004 2005 2006 2007
Net Generation™ 3,890 3,795 4,158 4,213 4,331
Less: Chief Joseph Encroachment 357 345 342 317 361
ExchangeZ 1 - - - -
Generation for Canada’ 185 219 218 211 204
Colville Power Sales Contract® - - 72 168 171
Other” (24) 17) 8 (54) (68)
Generation for Sale 3,396 3,248 3,518 3,571 3,663
Less: Generation for Canada” 25 - - - -
Balance” 3,371 3,248 3,518 3,571 3,663

1 Net generation is the Project’s gross generation less station service and transmission losses. Variations from

year to year reflect actual water conditions.

Adjustments made periodically to the generation available for sale from the Wells Project.

Amounts required to be delivered to Canada as the Wells Project allocation to Canadian Entitlement pursuant to
the Allocation Extension Agreement.

Amounts required to be sold pursuant to the Colville Power Sales Contract.

Amounts required to be delivered to Canada as the Wells Project allocation to Canadian Entitlement pursuant to
the Allocation Agreement which expired on March 31, 2003.

Amounts available to the Power Purchasers and Douglas PUD.

4.0 ESTIMATED FUTURE COST OF PROJECT POWER

Douglas PUD developed an estimate of the future cost of Project power by calculating an
average annual All-In Cost (AIC) of the Wells Project under the anticipated terms of a new
license. The AIC was developed through an analysis of three major areas of cost including the
anticipated continuation of Historic Power Costs (Projected Operating Costs), future capital costs
associated with the prudent repair and replacement of major equipment and infrastructure (Future
R&R Costs), and the anticipated expenditures proposed in the new license for environmental
protection, mitigation and enhancement measures (Proposed PM&E Costs).
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All estimated costs are presented in 2012 dollars for comparison, regardless of the future year in
which expenses would be incurred. Capital expenditures are the actual estimated costs, and do
not include any estimates of the additional costs of financing. As a Public Utility District
organized under Washington state law, Douglas PUD is required to bond and finance all capital
expenditures. In their final environmental document for the proposed action, the FERC will
determine appropriate parameters for economic analysis, including interest and insurance rates
and term of financing. These parameters will, in turn, determine the estimated additional
financing costs for capital expenditures.

The future costs of Wells HCP measures are included as part of the Proposed PM&E Costs.
Inclusion of future Wells HCP costs in the Proposed PM&E Costs for relicensing is appropriate
because the expenditure of funds to support these measures will take place during the new
license term. Additionally, Section 9.5 of the Wells HCP states “[t]his Agreement shall
constitute the Parties’ terms, conditions and recommendations for Plan Species under Sections
10(a), 10(j) and 18 of the Federal Power Act and the Fish and Wildlife Coordination Act” in
connection with Douglas PUD’s application for new license during the term of the Wells HCP.
Projected Operating Costs are estimated to be $30.4 million per year ($34.1 million Historic
Power Cost less $9.6 million Wells HCP costs and escalated to 2012 dollars at 4.4 percent). The
lost annual generation of 128,570 MWh related to the operation of the Juvenile Bypass System
(JBS), per the Wells HCP, is not included in either the Projected Operating Costs or the Proposed
PM&E Costs.

Future R&R Costs include the prudent repair, replacement, and refurbishment of major
equipment and infrastructure associated with power generation at Wells Dam. All of these costs
are capital costs; future operations and maintenance (O&M) costs are captured in the
continuation of Historic Power Costs. These costs were developed based upon a site-specific
analysis of the useful life of various parts of the Project coupled with industry standard costs
associated with the replacement of major pieces of infrastructure (Devine Tarbell & Associates,
Inc. [DTA] 2008). Over a new license term of 50 years, Douglas PUD expects to spend $782
million in Future R&R Costs (Table 4.0-1). Over the term of a 30-year license, Douglas PUD
would expect to spend $626 million in Future R&R Costs (Table 4.0-1).
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Table 4.0-1

Future repair and replacement capital costs for the Wells Project (in 2012 dollars).

50-Year 30-Year
Item REAR TR R&R Events Total Annualized Total Annualized
Generators 30 years 2007-2016; 2037-2042 $225,287,915 $4,505,758 $204,807,195 $6,826,907
Generators Relay and 20 years 2028-2030; 2048-2050 $14,882,769 $297,655 $7,441,384 $248,046
Protection
Turbine Runner Components 20 years 2008-2016; 2028-2032; $199,677,150 $3,993,543 $133,118,100 $4,437,270
2048-2052
Governors and Station 20 years 2018-2019; 2038-2039; $32,370,022 $647,400 $ 21,580,015 $719,334
Controls 2058-2059
Transmission Line 50 years 2018-2020 $57,298,660 $1,145,973 $ 57,298,660 $1,909,955
Switchyard Structures 50 years 2018-2020 $11,658,169 $233,163 $ 11,658,169 $388,606
Transformers 40 years 2012-2014; 2054-2056 $32,494,046 $649,881 $ 16,247,023 $541,567
Intake and Spillway Gates 50 years 2018-2022 $66,352,345 $1,327,047 $ 66,352,345 $2,211,745
Dam, Apron and 60 years 2028-2032 $62,011,537 $1,240,231 $62,011,537 $2,067,051
Embankments
Balance of Plant Support 25 years 2033-2037; 2058-2062 $14,386,677 $287,734 $7,193,338 $239,778
Fish Pumps 60 years 2028-2032 $3,720,692 $74,414 $3,720,692 $124,023
Debris Boom 40 years 2048 $8,805,638 $176,113 N/A N/A
Electrical and Mechanical 20 years 2013; 2033; 2053 $7,441,384 $148,828 $4,960,923 $165,364
Computer Control 10 years 2018; 2028; 2038; 2048; $6,201,154 $124,023 $3,720,692 $124,023
2058
Communication 10 years 2018; 2028; 2038; 2048; $3,720,692 $74,414 $2,232,415 $74,414
2058

Maintenance and 40 years 2048 $6,201,154 $124,023 N/A N/A
Administration Facilities
HVAC 20 years 2028; 2048 $2,480,461 $49,609 $1,240,231 $41,341
Gantry Cranes 60 years 2028-2030 $7,441,384 $148,828 $7,441,384 $248,046
Water and Wastewater 20 years 2028; 2048 $5,581,038 $111,621 $2,790,519 $ 93,017
Systems
Roadway and Transportation 50 years 2018 $6,201,154 $124,023 $6,201,154 $206,705
Infrastructure
Cost Contingency 10% $7,742,140 $154,843 $6,200,158 $206,672

TOTAL $781,956,181 $15,639,124 $626,215,934 $20,873,864

This cost occurs in 2048 and is not applicable to a 30-year term.
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Douglas PUD’s Proposed PM&E Costs include costs associated with implementation of the
Wells HCP, Aquatic Settlement Agreement, and the Wildlife and Botanical, Avian Protection,
Recreation and Historic Properties management plans. The average annual cost associated with
implementing the Wells HCP, as approved in 2004 (existing Wells HCP measures), is included
in the Historic Power Costs provided in Table 3.0-1. For the fiscal years ended 2003 to 2007, the
average annual cost of implementing the existing Wells HCP measures was $9.6 million.

Future costs of implementing the existing Wells HCP measures during the term of the new
license can be found in Table 4.0-2. These costs include the repair and refurbishment of major
components of the fish ladder and JBS, future adult fish passage and juvenile fish run-timing
studies, and the future implementation of fish passage and survival studies. Over a new license
term of 50 years, continuation of the existing Wells HCP measures is estimated to cost $477.5
million. Over a new license term of 30 years, continuation of existing Wells HCP measures is
estimated to cost $287.5 million.

Since 2004, there have been new developments related to the Wells HCP that will require
implementation of additional measures during the term of the new license. Hatchery and Genetic
Management plans (HGMP) for Endangered Species Act-listed Upper Columbia River spring
Chinook and Upper Columbia River steelhead are currently under development and are expected
to require extensive modifications to the Wells and Methow hatcheries. The anticipated future
construction of the Chief Joseph Hatchery will require additional mitigation for spring and
summer/fall Chinook. The estimated capital and annual costs of the new Wells HCP measures
are contained in Table 4.0-3. Over a new license term of 50 years, implementation of the new
Wells HCP measures is estimated to cost an additional $72.5 million. Over a new license term
of 30 years, implementation of the new Wells HCP measures estimated to cost $46.2 million.

The total 50-year cost of existing and new Wells HCP measures is estimated to be $550 million
with an average annual cost of existing and new Wells HCP measures estimated to be $11
million ($9.55 million future cost of existing Wells HCP measures plus $1.45 million future cost
of new Wells HCP measures). The total 30-year average cost of existing and new Wells HCP
measures is estimated to be $333.6 million.

In addition to the Wells HCP costs listed in Tables 4.0-2 and 4.0-3, Douglas PUD estimates that
the costs of the proposed PM&E measures associated with implementation of the Aquatic
Settlement Agreement and the proposed Wildlife and Botanical, Avian Protection, Recreation,
and Historic Properties management plans will be $93.6 million over a 50-year license term, or
$58.4 million over a 30-year license term (Tables 4.0-4 to 4.0-13). This estimate does not
include the cost of implementing the Off-License Settlement Agreement or Douglas PUD’s Land
Use Policy. The estimated cost to implement Douglas PUD’s Land Use Policy is already
captured within the Project Operating Costs.
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Table 4.0-2 Costs for continuation of existing Wells HCP measures (in 2012 dollars).
n Number of 50-Year 30-Year
FIULAS WERRITE HIBEITEs V) Events Total Annualized Total Annualized
ANNUAL CAPITAL COSTS
1. Annual Debt Service Fish Facilities Annual 50 times $198,139,264 $3,962,785 $118,883,558 $3,962,785
PERIODIC CAPITAL COSTS
2. Replacement of the Wells Fish Hatchery 2042 1 time $1,860,346 $37,207 N/A? N/A?
Intake Screen
3. Refurbishment of the Adult Fish Ladders 2027 1 time $6,263,165 $125,263 $6,263,165 $208,772
4. Repair and Rehabilitate the JBS 2024; 2059 2 times $3,827,352 $76,547 $1,913,676 $63,789
5. Repair and Rehabilitate the adult PIT-tag 2014; 2024; 2034; 5 times $3,100,577 $62,012 $1,860,346 $62,012
system 2044; 2054
Capital Cost Subtotal $213,190,704 $4,263,814 $128,920,745 $4,297,358
ANNUAL O&M COSTS
6. Operation of Wells Fish Facilities Annual 50 times $14,969,585 $299,392 $8,981,751 $299,392
7. Supervision of Fish Facilities Annual 50 times $28,029,215 $560,584 $16,817,529 $560,584
8. Maintenance of Fish Facilities (adult ladder Annual 50 times $3,361,025 $67,221 $2,016,615 $67,221
and juvenile bypass)
9. Hatchery Operations® Annual 50 times $40,295,097 $805,902 $24,177,058 $805,902
10. Maintenance of Hatcherie53 Annual 50 times $32,568,459 $651,369 $19,541,076 $651,369
11. Wells HCP Fish Study Costs Annual 50 times $76,162,570 $1,523,251 $45,697,542 $1,523,251
12. Methow Coho Program Annual 50 times $4,340,808 $86,816 $2,604,485 $86,816
13. Tributary Enhancement Fund Annual 50 times $13,897,096 $277,942 $8,338,257 $277,942
Annual O&M Costs Subtotal® Annual 50 times | $213,623,855  $4,272,477 | $128,174,313 $4,272,477
PERIODIC O&M COSTS
14. Adult Fish Passage and Juvenile Fish Run- 2013, 2023, 2033, 5 times
timing Studies 2043, 2053 $11,162,077 $223,242 $6,697,246 $223,242
15. Passage and Survival Studies® 2013, 2023, 2033,  5times
2043, 2053 $39,563,361 $791,267 $23,738,016 $791,267
Periodic O&M Cost Subtotal $50,725,438 $1,014,509 $30,435,262 $1,014,509
TOTALS $477,539,997 $9,550,800 $287,530,320 $9,584,344

OO H

&

The Wells HCP was negotiated to meet the anadromous salmon and steelhead requirements for the relicensing of the Wells Project (See Section 9.5 of the Wells HCP).

These costs do not occur within a 30-year license term.
Costs for implementation of the Wells HCP only.

These costs are the average of Wells HCP costs from 2003-2007 and reflect actual costs such as the operation and maintenance of the fish ladders, bypass system, hatcheries,

monitoring and evaluation of the hatchery programs, Wells HCP committee costs and funding of the tributary plan species account.

The Wells HCP requires these studies to take place every 10 years, starting in 2004, throughout the term of the agreement in order to ensure continued compliance with

established passage and run-timing criteria (studies in years 2013, 2023, 2033, 2043, and 2053).

The Wells HCP requires passage and survival studies every 10 years, starting in 2004, throughout the term of the agreement in order to ensure continued compliance with
established survival levels and phase designations (studies in years 2013, 2023, 2033, 2043, and 2053).
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Table 4.0-3 Costs of new Wells HCP measures (in 2012 dollars).!
q Number of 50-Year 30-Year
P e License Year(s) Events Total Annualized Total Annualized
CAPITAL COSTS
16. Implen;ent UCR spring Chinook 2026 1 time $19,138,001 $382,760 $19,138,001 $637,933
HGMP
17. Implement UCR steelhead HGMP2 2015; 2050 2 times $49,609,230 $992,185 $24,804,615 $826,821
Capital Costs Subtotal $68,747,231 $1,374,945 $43,942,616 $1,464,754
0O&M COSTS
18. Chief Joseph Hatchery Chinook Annual 50 times $3,720,692 $74,414 $2,232,415 $74,414
Program3
O&M Costs Subtotal $3,720,692 $74,414 $2,232,415 $74,414
TOTALS $72,467,923 $ 1,449,359 $46,175,031 $1,539,168

2 Costs for implementation of the Wells HCP only.

The Wells HCP was negotiated to meet the anadromous salmon and steelhead requirements for the relicensing of the Wells Project (See Section 9.5 of the HCP).

3 The Wells HCP requires compensation for the reintroduction efforts focused on Okanogan spring Chinook and supplementation efforts focused on Okanogan River
summer/fall Chinook. Funding for these two programs will take effect during the term of the new license.
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Table 4.0-4

Costs of proposed White Sturgeon Management Plan (in 2012 dollars).

- Number of 50-Year 30-Year
i LIESER WG Events Total Annualized Total Annualized
CAPITAL COSTS
None N/A! N/A! N/A! N/A!
Capital Costs Subtotal N/A! N/A! N/A! N/A!
O&M COSTS
19. Brood Stock Collection and Annual 50 times $155,029 $3,101 $93,017 $3,101
Breeding Plan
20. Brood Stock Collection 2012-2018, 2021- 48 times $2,914,542 $58,291 $1,700,150 $56,672
2062
21. Phase I Juvenile White Sturgeon 2014-2023 10 times $2,480,461 $49,609 $2,480,461 $82,682
Stocking (Hatchery Operations
and Planting)
22. Phase I Juvenile White Sturgeon 2013-2023 11 times $496,092 $9,922 $ 496,092 $16,536
Stocking (passive/active tagging
and external marking)
23. Phase I Index Monitoring and 2015-2017, 2 5 times $1,550,288 $31,006 $1,550,288 $51,676
Evaluation Program more yrs. before
2023
24. Phase | Marked Fish Tracking 2015-2017, 2 5 times $930,173 $18,603 $930,173 $31,006
Program more yrs. before
2023
25. Determining Natural 5 times over the 5 times $620,115 $12,402 $ 372,069 $12,402
Reproduction Potential 50-year license
term
26. Phase Il Long-Term Juvenile 2024-2062 38 times $9,425,754 $188,515 $4,464,831 $148,828
White Sturgeon Stocking
27. Phase Il Supplementation Annual 50 times $2,480,461 $49,609 $1,488,277 $49,609
Program Review
28. Phase Il Long-Term Index 2024, and then 8-12 times $1,637,105 $32,742 $ 818,552 $27,285
Monitoring Program every 3-5 yrs.
29. Evaluation and Implementation of 2023, 2033, 2043, 4 times $248,046 $4,961 $ 124,023 $4,134
Adult Passage Measures 2053
30. Educational Opportunities Annual 50 times $124,023 $2,480 $74,414 $2,480
Coinciding with Sturgeon
Activities
31. Annual Report (See Settlement Annual 50 times N/A? N/A? N/A? N/A?
Cost Table)
O&M Costs Subtotal $23,062,089 $461,241 $14,592,347 $486,411
TOTALS $23,062,089 $461,241 $14,592,347 $486,411

There are no capital costs associated with implementing the White Sturgeon Management Plan.
?The cost of the Annual Report for all Aquatic Settlement Management Plans implementation activities is captured in Table 4.0-10, Proposed Aquatic Settlement Work Group

Costs.
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Table 4.0-5 Cost of proposed Bull Trout Management Plan (in 2012 dollars).
. Number of 50-Year 30-Year
i BB W) Events Total Annualized Total Annualized
CAPITAL COSTS
32. Modify Fishways and Bypass if Unknown N/A N/A! N/A! N/A? N/A!
Adverse Impacts are Identified
Capital Costs Subtotal N/A N/A N/A N/A
O&M COSTS
33. Adult and sub-adult Ladder Passage Annual 50 times N/A® N/A® N/A® N/A®
34. Bull Trout Upstream Fishway Counts Annual 50 times N/A? N/A? N/A? N/A?
35. Bull Trout Fishway Operating Annual 50 times N/A? N/A? N/A? N/A?
Criteria
36. Bull Trout Bypass Operations Annual 50 times N/A? N/A? N/A? N/A?
37.  Adult Bull Trout Passage Evaluation 2017, 2022, 2032, 6 times $775,144 $15,503 $387,572 $12,919
2042, 2052, 2062
38. Adult Bull Trout Passage and 2013, 2014, 2022, 7 times $558,104 $11,162 $ 318,916 $10,631
Evaluation at (Off-Project) Collection 2032, 2042, 2052,
Facilities 2062
39.  Sub-Adult Bull Trout Monitoring Annual 50 times $310,058 $6,201 $ 186,035 $6,201
40. Conduct Entrapment and Stranding 2012-2016, 2021, 14 times $173,632 $3,473 $ 124,023 $4,134
Surveys 2026, 2031, 2036,
2041, 2046, 2051,
2056, 2061
41. Documenting Incidental Captures due Annual 50 times $310,058 $6,201 $ 186,035 $6,201
to Predator Control and Other MP
Activities
42.  Fund Collection of Tissue Samples 2012, 2013, 2014, 8 times $55,810 $1,116 $34,881 $1,163
and Genetic Analysis 2022, 2032, 2042,
2052, 2062
43. Information Exchange and Regional Annual 50 times $142,627 $2,853 $85,576 $2,853
Monitoring Efforts
44, Bull Trout Monitoring During Annual 50 times $124,023 $2,480 $74,414 $2,480
Hatchery Activities
45,  Twisp Weir Monitoring for Bull 2017 1time $124,023 $2,480 $ 124,023 $4,134
Trout Delay
46. Monitor and Mitigate Effects of 2013, 2023, 2033, 5 times $620,115 $12,402 $ 372,069 $12,402
Hatchery Program on Bull Trout 2043, 2053
47.  Annual Report (See Settlement Cost Annual 50 times N/A® N/A® N/A® N/A®
Table)
O&M Costs Subtotal $3,193,594 $63,871 $1,893,544 $63,118
TOTALS $3,193,594 $63,871 $1,893,544 $63,118

There are no capital costs associated with implementing the Bull Trout Management Plan.
*These costs are captured in the Wells HCP bypass operations which are included in existing Wells HCP costs.

*The cost of the Annual Report for all Aquatic Settlement Management Plans implementation activities is captured in Table 4.0-10, Proposed Aquatic Settlement Work Group

COsts.
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Table 4.0-6

Cost of proposed Pacific Lamprey Management Plan (in 2012 dollars).

. Number of 50-Year 30-Year
i BB W) Events Total Annualized Total Annualized
CAPITAL COSTS
48. Fishway Modifications to Improve 2013, 2022 2 times $1,240,231 $24,805 $1,240,231 $41,341
Upstream Passage, Including
Fishway Inspections, Entrance
Efficiency Plans, Transition Zone
Plans, and Diffuser Grating
Modifications
Capital Costs Subtotal $1,240,231 $24,805 $1,240,231 $41,341
O&M COSTS
49. Upstream Fishway Operating Annual 50 times $310,058 $6,201 $ 186,035 $6,201
Criteria
50. Salvage Activities During Ladder Annual 50 times $124,023 $2,480 $74,414 $2,480
Dewatering and Maintenance
51. Upstream Fishway Counts Annual 50 times $620,115 $12,402 $372,069 $12,402
52. Upstream Passage Improvement 2012, 2021, 2031, 6 times $37,207 $744 $24,805 $827
Literature Review 2041, 2051, 2061
53. Adult Pacific Lamprey Upstream 2014, 2023 2 times $372,069 $7,441 $ 372,069 $12,402
Passage Evaluation (Following
Implementation of Modifications)
54. Periodic Monitoring (After 2024, 2034, 2044, 4 times $744,138 $14,883 $ 372,069 $12,402
Passage Standard Met) 2054
55. Downstream Bypass Operating Annual 50 times N/A N/A N/A N/A*
Criteria
56. Juvenile Passage Survival 2017, 2022, 2027, 10 times $62,012 $1,240 $31,006 $1,034
Literature Review 2032, 2037, 2042,
2047, 2052, 2057,
2062
57. Juvenile Downstream Passage and 2017, 2027, 2037, 5 times $6,201,154 $ 124,023 $3,720,692 $124,023
Survival Evaluation 2047, 2057
58. Juvenile Lamprey Habitat 2015 1time $186,035 $3,721 $ 186,035 $6,201
Evaluation
59. Regional Workgroup Participation Annual 50 times $310,058 $6,201 $ 186,035 $6,201
60. Annual Report (See Settlement Annual 50 times N/A? N/A? N/A? N/A?
Cost Table)
O&M Costs Subtotal $8,966,869 $179,336 $5,525,229 $184,173
TOTALS $10,207,100 $ 204,141 $6,765,460 $225,514

These costs are captured in the Wells HCP bypass operations and are included in the existing Wells HCP costs.

?The cost of the Annual Report for all Aquatic Settlement Management Plans implementation activities is captured in Table 4.0-10, Proposed Aquatic Settlement Work Group

Costs.
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Table 4.0-7 Cost of proposed Resident Fish Management Plan (in 2012 dollars).
. Number of 50-Year 30-Year
SO LIEEER VD) Events Total Annualized Total Annualized
CAPITAL COSTS
None N/A! N/A! N/A! N/A!
Capital Costs Subtotal N/A! N/A! N/A! N/A!
O&M COSTS
61. Predator Control Annual 50 times NA? NA’ NA? NA’
62. Shoreline Protection Annual 50 times NA? NA? NA? NA?
63. Monitor Resident Fish 2014, 2024, 2034, 5 times $2,170,404 $43,408 $1,302,242 $43,408
Assemblage within the Wells 2044, 2054
Reservoir
64. Actions to Address Major Shifts TBD 2 times $620,115 $12,402 $310,058 $10,335
in Native Resident Fish
Assemblage
65. Monitoring in Response to NA 0 times N/A3 N/A3 N/A3 N/A3
Proposed Changes in Project
Operations
66. Annual Report (See Settlement Annual 50 times N/A* N/A* N/A* N/A*
Cost Table)
O&M Costs Subtotal $2,790,519 $55,810 $1,612,300 $53,743
TOTALS $2,790,519 $55,810 $1,612,300 $53,743

There are no capital costs associated with implementing the Resident Fish Management Plan.
2This cost is already covered under existing Wells HCP costs.

3Douglas PUD does not anticipate changes in Project Operations.
“The cost of the Annual Report for all Aquatic Settlement Management Plans implementation activities is captured in Table 4.0-10, Proposed Aquatic Settlement Work Group

costs.
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Table 4.0-8 Cost of proposed Aquatic Nuisance Species Management Plan (in 2012 dollars).
. Number of 50-Year 30-Year
PSR Lizere e ) Events Total Annualized Total Annualized
CAPITAL COSTS
None N/A! N/A! N/A! N/A!
Capital Costs Subtotal N/A! N/A! N/A! N/A!
O&M COSTS
67. Implement Best Management TBD 8 times $148,828 $2,977 $93,017 $3,101
Practices during Recreation
Improvement Activities
68. Coordination with Regional and Annual 50 times $310,058 $6,201 $ 186,035 $6,201
State Entities
69. Monitor Bycatch from Other Annual 50 times $620,115 $12,402 $ 372,069 $12,402
Activities for ANS
70. ANS Information and Education Annual 50 times $930,173 $18,603 $ 558,104 $18,603
71. Monitor and Address ANS Effects N/A? 0 times N/A? N/A? N/A? N/A?
to Aquatic Communities during
Changes in Project Operations
72. Annual Report (See Settlement Annual 50 times N/A3 N/A3 N/A3 N/A3
Cost Table)
O&M Costs Subtotal $2,009,174 $40,183 $1,209,225 $40,307
TOTALS $2,009,174 $40,183 $1,209,225 $40,307

YThere are no capital costs associated with implementing the Aquatic Nuisance Species Management Plan.
2Douglas PUD does not anticipate changes in Project Operations.
*The cost of the Annual Report for all Aquatic Settlement Management Plans implementation activities is captured in Table 4.0-10, Proposed Aquatic Settlement Work Group

costs.
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Table 4.0-9 Cost of proposed Water Quality Management Plan (in 2012 dollars).

n Number of 50-Year 30-Year
LS 14 BRI HIBEITEs V) Events Total Annualized Total Annualized
CAPITAL COSTS
None N/A! N/A! N/A! N/A!
Capital Costs Subtotal N/A! N/A! N/A! N/A!
0O&M COSTS
73. TDG Monitoring Annual 50 times $3,410,635 $68,213 $2,046,381 $68,213
74. Spill Operations Plan 2012-2022, 2032, 15 times $173,632 $3,473 $ 138,906 $4,630
2042, 2052, 2062
75. Gas Abatement Plan and TDG Annual 50 times $620,115 $12,402 $ 372,069 $12,402
Exception
76. Temperature Monitoring Annual 50 times $806,150 $16,123 $ 483,690 $16,123
77. Participation in Temperature TBD/ 5 times 5 times $310,058 $6,201 $ 186,035 $6,201
TMDL Development and
Implementation
78. Spill Prevention and Control Every 3 Years 16 times $496,092 $9,922 $ 310,058 $10,335
Requirements
79. Participation in Columbia and Annual 50 times $620,115 $12,402 $372,069 $12,402
Snake River Spill Response
Initiative
80. Inspections Annual 50 times $310,058 $6,201 $186,035 $6,201
81. Annual Report (See Settlement Annual 50 times N/A? N/A? N/A? N/A?
Cost Table)
82. Study Plans (Quality Assurance Annual 50 times $1,860,346 $37,207 $1,116,208 $37,207
Plans)
O&M Costs Subtotal $8,607,201 $172,144 $5,211,451 $173,714
TOTALS $8,607,201 $172,144 $5,211,451 $173,714

There are no capital costs associated with implementing the Water Quality Management Plan.
%The cost of the Annual Report for all Aquatic Settlement Management Plans implementation activities is captured in Table 4.0-10, Proposed Aquatic Settlement Work Group

Costs.

Table 4.0-10 Cost of proposed Aquatic Settlement Work Group (in 2012 dollars).

. Number of 50-Year 30-Year
P el LiBenss VReD) Events Total Annualized Total Annualized

CAPITAL COSTS
None N/A N/A* N/A? N/A*
Capital Costs Subtotal N/A N/A! N/A N/A!

O&M COSTS

83. Meeting Facilitation and Minutes Annual 50 times $2,232,415 $44,648 $1,339,449 $44,648
84. Annual Report Annual 50 times $3,100,577 $62,012 $1,860,346 $62,012
O&M Costs Subtotal $5,332,992 $106,660 $3,199,795 $106,660
TOTALS $5,332,992 $106,660 $3,199,795 $106,660

There are no capital costs associated with the proposed Aquatic Settlement Work Group.
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Table 4.0-11 Cost of proposed Wildlife and Botanical and Avian Protection plans (in 2012 dollars).

. Number of 50-Year 30-Year
i BB W) Events Total Annualized Total Annualized

CAPITAL COSTS

85. Repair the Cassimer Bar Wildlife Year 3 1 time $37,207 $744 $37,207 $1,240
Management Area Dikes (includes
design and permitting).

Capital Costs Subtotal $37,207 $744 $37,207 $1,240

O&M COSTS

86. Install Signs at Access Sites Regarding Year 2 1time $6,201 $124 $6,201 $207
American White Pelican Avoidance.

87. Provide Irrigation for Irrigation Annual 50 times $608,705 $12,174 $365,223 $12,174
Dependent Riparian Vegetation at
Bridgeport Bar Wildlife Unit.

88. Survey and Revise Site Boundaries for Every 10 years 5 times $69,453 $1,389 $41,672 $1,389
RTE Plants.

89. Allow No Ground Disturbing Annual 50 times N/A! N/A! N/AL N/AL
Activities or Land Use Permits within
500 feet of Known RTE Plants.

90. Follow Specific Protocols for Weed Annual 50 times N/A N/A N/A N/A!
Control on Project Lands, in the 230kV
Corridor, and Near RTE Plants.

91. Inventory Raptor Perch Poles and Annual 50 times $329,901 $6,598 $197,941 $6,598
Replace as Needed.

92. Remove Raptor Perch Poles at Starr Year 1 1time $1,860 $37 $1,860 $62
Boat Launch.

93. Conduct Monthly Bald Eagle and Annual (November - 50 times $131,216 $2,624 $78,730 $2,624
Perch tree Inventories. March)

94. Install Beaver Protection on Raptor Year 2 1 time $62,012 $1,240 $62,012 $2,067
Perch Trees.

95. Inspect and Repair Beaver Protection Annual 50 times $155,029 $3,101 $93,017 $3,101
on Raptor Perch Trees.

96. Ensure recruitment of Small Trees for Annual 50 times $186,035 $3,721 $111,621 $3,721
Future Perch Trees.

97. Plant at Least 50 Acres of Grain Crops Annual 50 times $566,165 $11,323 $339,699 $11,323
at Bridgeport Bar Wildlife Unit.

98. Conduct Twice Monthly Reservoir Annual 50 times $1,310,676 $26,214 $786,406 $26,214
Monitoring of Project to ldentify
Unauthorized Habitat Damage.

These costs are already captured in the continuation of Historic Project Costs.
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Table 4.0-11 (Continued)

. Number of 50-Year 30-Year
kS e Hig2mse 6EE) Events Total Annualized Total Annualized
99. Repair or Replace Lost Habitat due to Annual 50 times $496,092 $9,922 $297,655 $9,922
Unauthorized Damage.
100. Manage Cassimer Bar Wildlife Annual 50 times $310,058 $6,201 $186,035 $6,201
Management Area for wildlife.
101. Inspect Cassimer Bar Dikes and Annual 50 times $93,017 $1,860 $55,810 $1,860
Repair as Needed.
102. Control Class A and B Designate Annual 50 times $1,860,346 $37,207 $1,116,208 $37,207
Weeds.
103. Conduct Weed Surveys. Every 5 years 10 times $620,115 $12,402 $372,069 $12,402
104. Consult with Agencies as Needed. Annual 50 times $62,012 $1,240 $37,207 $1,240
105. Install Bird Flight Diverters in the Annual 50 times $31,006 $620 $18,603 $620
Event that the River Crossing is
Reconductored.
106. Avian Protection Plan Annual 50 times $186,035 $3,721 $111,621 $3,721
O&M Costs Subtotal $7,085,934 $141,718 $4,279,590 $142,653
TOTALS $7,123,141 $ 142,462 $4,316,797 $143,893
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Table 4.0-12 Cost of proposed Historic Property Management Plan (in 2012 dollars).
7 Number of 50-Year 30-Year
SO LIEEER VD) Events Total Annualized Total Annualized
CAPITAL COSTS
None N/A! N/A N/A! N/A!
Capital Costs Subtotal N/A! N/A! N/A N/A!
O&M COSTS
107. HPMP Administration Annual 50 times $1,860,346 $37,207 $1,116,208 $37,207
108. Employee Education Program Annual 50 times $186,035 $3,721 $111,621 $3,721
109. Public Education Program Annual 50 times $62,012 $1,240 $37,207 $1,240
110. Monthly Reservoir Inspections Annual 50 times N/A? N/A? N/A? N/A?
111. Evaluate Wells Dam for 2017 1time $24,805 $496 $24,805 $827
Historic and Architectural
Significance
112. Document and Data 2016 1time $24,805 $496 $24,805 $827
Indexing/Archiving
113. HPMP Implementation Report Annual 50 times $620,115 $12,402 $372,069 $12,402
114. Annual Archaeological 2012, 2013, 2014, 5 times $279,052 $5,581 $279,052 $9,302
Monitoring at 44 Sites 2015, 2016
115. Erosion Monitoring at Selected 2012,2013, 2014, 5 times $186,035 $3,721 $186,035 $6,201
Archaeological Sites 2105, 2016
116. Periodic Monitoring after 2016 Calculated as an 50 times $1,860,346 $37,207 $1,116,208 $37,207
and Inundated Sites Monitoring  annual cost, though
monitoring may only
occur every three
years.
117. Ten Year Archaeological 2022, 2032, 2042, 5 times $496,092 $9,922 $198,437 $6,615
Monitoring 2052, 2062
118. Site Testing at Eight Sites, and Calculated as an 50 times $620,115 $12,402 $372,069 $12,402
Periodic Site Testing Following  annual cost, though
Monitoring Efforts. testing may not occur
every year.
119. Curation Annual 50 times $1,860,346 $37,207 $1,116,208 $37,207
120. Site Protection at Selected Calculated as an 50 times $620,115 $12,402 $372,069 $12,402
Archaeological Sites annual cost, though
site protection may
not occur every year.
O&M Costs Subtotal $8,700,219 $174,004 $5,326,793 $177,560
TOTALS $8,700,219 $174,004 $5,326,793 $177,560

There are no capital costs associated with the Historic Properties Management Plan.

2This cost is captured in the reservoir monitoring cost in the Terrestrial Management plans.
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Table 4.0-13

Cost of proposed Recreation Management Plan (in 2012 dollars).

PM&E Measure License Number 50-Year _ 30-Year _
Year(s) of Events Total Annualized Total Annualized
CAPITAL COSTS
121. Wells Dam Overlook Year 3 1time $793,748 $15,875 $793,748 $26,458
Interpretive Displays
122. Marina Park Expansion Year 5 1 time $706,932 $14,139 $706,932 $23,564
123. Boat-in Tent Camping Year 5 1 time $62,012 $1,240 $62,012 $2,067
(formal)
124. Boat-in Tent Camping Year 2 1 time $18603 $372 $18603 $620
(rustic) and Signage
125. Extend Chicken Creek Year 3 1time $18,603 $372 $18,603 $620
Boat Launch
126. Reservoir Navigation Year 2 1 time $24,805 $496 $24,805 $827
Maps
Capital Costs Subtotal $1,624,703 $32,494 $1,624,703 $54,156
O&M COSTS
127. Recreation Facilities Annual 50 times $14,828,473 $296,569 $8,897,084 $296,569
Operation and
Maintenance
128. Wildlife Viewing Trail Year 2 1 time $55,810 $1,116 $55,810 $1,860
Development
129. Promotion of Recreation Year 2 1 time $31,006 $620 $31,006 $1,034
Facilities
130. FERC Form 80 recreation ~ Every 6 years 8 times $99,218 $1,984 $62,012 $2,067
user counts
131. Recreation Management Every 6 years 8 times $4,960,923 $99,218 $3,100,577 $103,353
Plan Update
132. Recreation Use & Need Every 20 years 2 times $372,069 $7,441 $186,035 $6,201
Study
133. Recreation Management Annual 50 times $620,115 $12,402 $372,069 $12,402
Plan Administration
O&M Costs Subtotal $20,966,099 $419,319 $12,681,360 $422,711
TOTALS $22,590,802 $ 451,813 $14,306,063 $476,867
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Table 4.0-14 Cost of Off-License Fish and Wildlife Settlement (in 2012 dollars).
ltem License Year(s) Number of 50-Year 30-Year
Events Total Annualized Total Annualized
CAPITAL COSTS
None N/A! N/A! N/A! N/A!
Capital Costs Subtotal N/A! N/A! N/A! N/A!
0O&M COSTS
Resident Trout Program (O&M, M&E Annual 50 times $3,968,738 $79,375 $2,381,243 $79,375
and Capital)
Wildlife Area Funding ($200,000 per Annual 50 times $12,402,307 $ 248,046 $7,441,384 $248,046
year)
Habitat Restoration Funding ($50,000 2037 1 time $62,012 $1,240 $62,012 $2,067
cap)
Capital Equipment Annual 50 times $3,596,669 $71,933 $2,158,001 $71,933
O&M Costs Subtotal $20,029,726 $400,594 $12,042,640 $401,421
TOTALS $20,029,726 $400,594 $12,042,640 $401,421
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The AIC is the sum of the Projected Operating Costs, Future R&R Costs, and Proposed PM&E
Costs (Table 4.0-15). The AIC of the Project as proposed to be operated under a new license is
$58.9 million per year based on a 50-year license term or $16.93 /MWh, using the 2003-2007
average annual generation for sale of 3,479,200 MWh (Table 3.0-2). The corresponding cost
based on a 30-year license term is $64.3 million per year or $18.49/MWh. These costs do not
include the cost of the Off-License Settlement Agreement (Table 4.0-14).

Table 4.0-15 Estimated AIC of owning and operating the Wells Project as proposed in
the final license application (in 2012 dollars).

ltem 50 Year 30 Year
Total Average Total Average
Projected Operating Costs $1,520,000,000 $30,400,000 $912,000,000  $30,400,000
Future Repair and Replacement Costs $781,956,181 $15,639,124 $626,215,934  $20,873,864
Proposed PM&E Costs $643,624,751 $12,872,495 $392,139,126  $13,071,304
Total $2,945,580,932 $58,911,619 | $1,930,355,060  $64,345,169
5.0 AVERAGE ANNUAL VALUE OF PROJECT POWER

The average annual value of the power generated at the Wells Project was established by
estimating the cost of generating the equivalent amount of energy using the lowest cost
alternative source of power reasonably available over the long term, consistent with likely future
environmental preferences.

The average net generation for the period 2003 to 2007 was 4,077,400 MWh. The nameplate
capacity of the Wells Project is 774,300 kilowatts (kW), yielding a capacity factor of 60 percent
using the long-term energy output. Net generation is the gross generation at the Wells Project
reduced by station service and transmission losses. Douglas PUD places a high value on
providing reliable, clean power to its customer-owners at a predictable price. The lowest cost
alternative source of energy on any given day may be a one-day block of off-peak power
purchased on the open market. However, this energy may or may not be available the following
day, week, or year and does not provide Douglas PUD with a high level of financial certainty.
Long-term power sales agreements provide a greater level of certainty but generally command a
higher price in the marketplace. However, long-term, fixed-price agreements for a term greater
than five years are not generally available in the current market.

While no other energy resource can be truly equivalent to the hydropower generation provided
by the Wells Project, when one considers reliability, flexibility, and the ability to provide
ancillary services, Douglas PUD evaluated various alternative sources of power and developed
the following generation portfolio as the most likely low-cost alternative:

e new coal-fired Integrated Gasification Combined Cycle (IGCC) plant rated at 565 MW
(plant factor of 0.75), combined with
e new 375 MW wind plant (plant factor of 0.2)
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The integration of the wind plant with the IGCC plant would meet Washington State renewable
energy standards. Douglas PUD prepared an analysis of the AIC for this combination of
generation facilities (see Exhibit H) and found the annual cost of the IGCC to be roughly
$70/MWh and the annual cost of the wind plant to be $130/MWh. Applying these costs, the
annual value of generation at the Wells Project, based on the least cost alternative, was
calculated to be $322 million, or $79/MWh, in 2008 dollars.

While Douglas PUD, as a public utility district, is considered a preference customer for energy
from the Bonneville Power Administration (BPA), acquiring full-service energy supply from
BPA was judged not to be a practical long-term alternative at this time. Demand on the BPA
system is rising and overall supply has declined, especially when considering the availability of
full service from BPA including reserves, load-following, and other ancillary services. In fact,
new long-term contracts for full energy service are not currently available. Therefore, self-
generation was the alternative believed to be most practicable as a comparison to the Wells
Project generation.

6.0 SOURCES OF FINANCING AND REVENUE

Construction of the Wells Project was financed through the sale of $184,000,000 of revenue
bonds. Douglas PUD issued bonds in 1963 for the purpose of financing the construction of the
Wells Project, the initial design of which provided for seven turbine generating units. On
February 2, 1965, the Federal Power Commission approved the inclusion in the Wells Project of
three additional generating units. The additional units were financed with the proceeds of the
sale of revenue bonds in 1965 ($18,600,000). The initially designed Wells Project was in
commercial operation by September 16, 1967, and the additional three units were in commercial
operation by January 24, 1969.

Subsequent to the initial construction bonding, there have been numerous revenue bonds issued
to fund capital construction, settlements, and other large expenses of non-recurrent nature. At
the end of 2007, the aggregate principal amount of Wells Project Bonds was $197,815,000. The
Wells Project has been rated AA by S&P since 2002 and Aa2 by Moody’s since 2003,
recognizing the robust financial status of the Project.

Annual revenues are derived from the sale of Project power to buyers under long-term power
sales contracts and from payments made by Douglas PUD’s Electric Distribution System. These
sales are made at the actual cost of Project power.
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7.0 COSTS TO DEVELOP THE LICENSE APPLICATION

To date, Douglas PUD has spent $8.7 million on the relicensing of the Wells Project. This cost
includes administrative and general salaries, office supplies and meeting expenses, and costs
associated with the conduct of studies and development of settlements, management plans and
license application.

8.0 ESTIMATED VALUE OF ON-PEAK AND OFF-PEAK POWER

The Wells Project operates in a run-of-river mode; therefore, paragraph (8) of 18 CFR § 4.51(e)
is not applicable to this application.

9.0 CHANGES IN THE AMOUNT AND VALUE OF PROJECT
POWER DUE TO PROPOSED CHANGES IN OPERATIONS

Douglas PUD is not proposing to change Project operations during the term of the new license;
therefore, paragraph (9) of 18 CFR § 4.51(e) is not applicable to this application.
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