October 27, 2015 via E-File

Ms. Kimberly D. Bose, Secretary

Mr, Nathaniel J. Davis, Sr., Deputy Secretary
Federal Energy Regulatory Commission

888 First Street, N.E.

Washington, DC 20426

Re:  Application for Municipal Exemption From Annual Charges for Lake Chelan
Hydroelectric Project, FERC No. 637

Dear Ms. Bose and Mr. Davis:

This letter and the attached information are submitted by Public Utility District No. 1 of
Chelan County, Washington (“Chelan PUD™), a municipal corporation, pursuant to Article 201
of the Federal Energy Regulatory Commission (“FERC"”) license for Lake Chelan Hydroelectric
Project, FERC No. 637, and Section 10(e) of the Federal Power Act concerning exemptions from
annual charges.

In accordance with Section 10(e) of the Federal Power Act and 18 CFR 11.6 sections (¢)
and (d), Chelan PUD is entitled to a partial exemption from the payment of the annual charges.
Some of the power is used by the project itself for municipal purposes and a portion of the
project generation is sold to the Chelan PUD’s retail electric distribution system, which is, in
turn, ultimately sold to the consumer without profit.

Set forth separately is a statement of power generation and quantities used and sold by
Chelan PUD as licensee between October 1, 2014, and September 30, 2015, and a breakdown, on
a megawatt hour and percentage basis, of the ultimate disposition of that power by Chelan PUD.
The power quantities shown on the utilization table represents a generalization based on Chelan
PUD’s contractual arrangements and distribution system customer loads as applied to the portion
of all power received by Chelan PUD. This was done because the power from Chelan PUD’s
three FERC-licensed projects, as well as power obtained through Columbia River Treaty
entitlement benefits and other contractual rights, is commingled in Chelan PUD’s distribution
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system. We have no way of specifically tracing the flow of power from any individual project or
resource when power is delivered from our distribution system. Accordingly, this information is
submitted on a system-based operation in accordance with 18 C.F.R. § 11.6(h).

All of the uses of energy identified in the attached table are categorized as either “used by
licensee” (municipal use-exempt) or “sold by licensee.” “Sold by licensee” is further classified
as either “sales to public” or “sales for resale” and “exempt” or “not exempt,” where applicable.
All *exempt” versus “not exempt” energy is summarized at the end of the table,

Chelan PUD maintains a separate accounting system for the project in accordance with
the FERC Uniform System of Accounts. Chelan PUD is submitting the attached tables of system
revenues and expenses for the project, as well as the distribution retail electric system which
shows that the portion of power sold to the distribution system was ultimately sold to the
consumer without profit. This information is presented pursuant to 18 C.F.R. § 11.6(d) for the
calendar year ending December 31, 2014. While this financial data does not fully overlap with
the power usage data because it is based on a calendar year rather than a fiscal year, it represents
the most current audited financial data. Excluded from the income side of the enclosed statement
is any and all interest income earned by Chelan PUD (FERC Account No. 419) and
miscellaneous system revenues that do not constitute “revenues from the sale of project power”
within the meaning of Section 11.6(d)(2) of FERC’s regulations on exemption from annual
charges. Excluded from both the income and expense side of the enclosed statement are any
payments received or made by Chelan PUD for the principal portion of its long-term
indebtedness.

Please consider this letter and the supporting information contained herein as Chelan
PUD’s application for partial exemption from annual charges under Section 10(e) of the Federal
Power Act with regard to the power from Lake Chelan Hydroelectric Project, FERC No. 637,
utilized by Chelan PUD as identified above. If you have any questions or require any further
information with regard to this application, please contact me.

Sincerely,

Kelly Boyd
Chief Financial Officer/Chief Risk Officer
Kelly.boyd@chelanpud.org
(509) 661-4289
Verification Attached



VERIFICATION

Kelly Boyd, being first duly sworn on oath, deposes and says: that I am the CFO/CRO of
Public Utility District No. 1 of Chelan County, Washington, and Licensee of the Lake Chelan

Hydroelectric Project, FERC No. 637, and that the facts set forth on the foregoing statement are
true to the best of my knowledge.

Kelly Boyd

Chief Financial Officer/Chief Risk Officer

Subscribed and sworn to me on thi52 ]h day of October, 2015.

Notary Public in and for the State of

Wty Washington residing in Wenatchee
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LAKE CHELAN PROJECT NO. 637

October 1, 2014 to September 30, 2015

Production

Gross amount of power generated
Power for station service and losses
Net amount of power available

A. Used by Licensee
B. Sold by Licensee

425,900 MWH
10,334 MWH
415,566 MWH

6,050 MWH
409,516 MWH

Utilization of Power Used by Licensee

Approximate
Use Percentage MWH
“State or municipal use” - EXEMPT
Use in Chelan PUD Facilities 1.5% 6,050
Total Used by Licensee 1.5% 6,050
Utilization of Power Sold by Licensee
Approximate
Use Percentage MWH
“Sales to Public — Without Profit” - EXEMPT
Service for Residential Customers'
Within the Chelan PUD Service Area 45.9% 190,548
Service for Commercial Customers'
Within the Chelan PUD Service Area 29.5% 122,622
Service for Industrial Customers'
Within the Chelan PUD Service Area 16.1% 67,084



Service for Agricultural Customers'

Within the Chelan PUD Service Area 2.7% 11,411
Street Lighting’
Within the Chelan PUD Service Area 0.2% 906
“Sales for Resale” — NOT EXEMPT 4.1% 16,945
Total Sold by Licensee 98.5% 409,516
Total Used & Sold by Licensee 100.0% 415,566
TOTAL EXEMPT 95.9% 398,621
TOTAL NOT EXEMPT 4.1% 16,945
TOTAL EXEMPT & NOT EXEMPT 100.0% 415,566

The figures above for “Use in Chelan PUD facilities” and for “Sales to public” “Within the Chelan PUD Service
Area” are estimates. It was not possible to obtain final figures for sales to all other customers through September
30, 2015, the date this report was prepared. Although the meters for customers are read monthly, the reading times
are at varying times of the month.



PUBLIC UTILITY DISTRICT NO. 1 OF CHELAN COUNTY
DISTRIBUTION RETAIL ELECTRIC POWER
SOLD TO CONSUMER WITHOUT PROFIT
IN ACCORDANCE WITH 18 C.F.R. 11.6 (d)

FOR CALENDAR YEAR ENDING DECEMBER 31, 2014

Uniform System of CCPUD Distribution

Accounts Retall Power

Revenues

Operating Revenues from Distribution Retail Electric Power Sales $ 48,937,904
Expenses

Purchased Power (allocated to retail) {34,188,450)
Operating Expenses 401 {29,256,533)
Maintenance Expenses 402 (6,478,494)
Depreciation and Amortization 403 (7,368,135)
Taxes 408.1 {4,946,851)
Subtotal Expenses $ {82,238,463)
NET LOSS IN ACCORDANGE WITH 18 C.F.R. § 11.6(d) $ (33,300,559}
Retail KWh @ 1,585,000,000 KWh
l.oaded cost per Retail KWh delivered $ 0.0519
Average Retail Rate/KWh sold $ 0.0309

" Distribution retail electric sales are ultimately sold to the consumer without profit and are classilied as exempt. The distribution retail electric power
sold is generated by the Rocky Reach, Rock Island and Lake Chelan hydroelectric projects. Once this power enlers the distribution efectric power
system, it is impracticable to specificially identify where the distribution retail power was generated. In accordance with 18 C F.R. § 11.6{h) an income
statement of the power sold 1o distribution retail electric customers is shown as part of the Chelan County Public Utility District’s distribution electric
power system as a whole. Distribution retail electric system power sales include residential, industrial, commercial, inlerdepartmental, irrigation, frost
proteclion and street lighting power sales. Tha revenues associated with distribution retail electric sales are not sufficient to cover the cash flow
requirements as noied by this statement, therefore are classified as exempt.

3 par Public Utility District No_ 1 of Chelan County, 2014 Annual Report, Page 67 - Distribution Division Customers, Energy Sales and Revenues,



PUBLIC UTILITY DISTRICT NO. 1 OF CHELAN COUNTY
LAKE CHELAN HYDROELECTRIC PROJECT #0837
STATEMENT OF REVENUES AND EXPENSES
IN ACCORDANCE WITH 18 C.F.R. 11.6 (d)

FOR CALENDAR YEAR ENDING DECEMBER 31, 2014

Uniform System Lake Chelan #00637
of Accounts
Revenues
Operating Revenues from Power Sales 400 $ 13,270,328
Less: Principal Installments on Debt (3,612,226)
Depreciation and Amortization 403 1,864,258
Subtotal Revenues $ 11,522,360
Expenses
Operating Expenses 401 (2,993,707)
Maintenance Expenses 402 (2,654,032)
Depreciation and Amortization 403 (1,864,258)
Taxes 408.1 (93,081)
Interest Expense 427 (3,789,837)
Amortization of Deferred Debt Costs 428 0
Subtotal Expenses $ {11,394,915)
NET INCOME/(LOSS) IN ACCORDANCE WITH 18 C.F.R. 11.6(d) $ 127,445
RECONCILIATION TO FINANCIAL STATEMENTS - YEAR ENDED DECEMBER 31, 2014
Net Income/{Loss) From Above in Accordance with 18 C.F.R. 11.6(d) $ 127,445
Other Operating Revenue Derived from Sources Other
than Sales of Project Power 720,806
Investment Income 68,464
Other Income/Expense Unrelated o Sales of Project Power (752,440)
Principal Installments on Debt 3,612,226
Depreciation and Amortization (1,864,258)
Net Income (Loss) Before Capital Contributions ™ $ 1,912,243

™ pgr Public Utility District No. 1 of Chelan County, 2014 Annual Report, Page 57 - Combining Schedule of Revenues, Expenses and Changes in Net
Assels,



Combining Schedule of Revenues, Expenses and Changes in Nei
For the year ended Decemnber 31, 2014, with comparative totals for December 31, 2013

letra-
Rocky Hock Lake Uity Fimancing interna) Diatrica
famaunts in thousands) Reach Ieand Chelsa Services  Facilties  Services Teansactions(l} 2014 203
Opersiing Revenues
el sades H - 8 - - § Mm - 8 - 8 (336) § 5SaB6 § 51555
Whelesale sales 92,554 105,806 11270 25653 assr - (124149} 16N a7z
Orher operating revenues 561 200 1.1 - 17.504 24331 _13830
1’115 106,006 1 n 557 17.504 {130,349 w2107
Opersting Expemiea
Purchased power and water - - - 21938 - - {121.745) 97636 57109
Generation 43080 42,462 5648 - - - {13, TT.567 58,261
Uity services - - - 5270 - - {14.215) 75248
Other aperation and maimerance - - - - - 12230 @ 11.464 9657
Taxes 1 576 93 5,650 - - - 7654 7.700
Degreciarion and amarezrnn 16512 ﬂ% 1,854 16113 - ims - 08 48373
53 7505 235414 - 15245 150,343 2082 784 748
Operating Income .168 52,064 6386 16,150 B.557 2.259 - 177,60 133,358
Oabey Income (Experae)
Ivterest on long-tem delrt (r41) (14,355) - (35) 20.354) - 189 {35,117) {(3B.775)
imeresi onintersysem oars.  {13.467) {11.033) 370y 19 20,360 1.562) ne% . -
Amorizaton of asses
on refurding delnt {1 14 o = (1.840 o e 2.162) 8433
lnvestmert incame 345 1,767 68 1548 568 198 - 4545 36%
Reguiatory asset amorizaion
- Gwap termination fees - - - - {3.150) - - @.150) {.218)
Other 5 F52) 373 885 - 1,780 (174
W_Q‘E 4,085 6563 340 - BA0ED (34840
Ircome belore Capitsl
Contribusions & interfond
Epedy Tranziers 18.379 25,242 1912 21,045 15,120 2 - 350 8517
Copizd Gonbtrtions 5 o : 40 i - g 4528 2481
Interfund Eqpity Tranzters {1.614 [508) - . 2223 - - - .
Change in Nel Poaition 16769 26,109 1912 25116 17,342 a2 - 88,136 91,833
Total Nea Pesition
Beginnirg ol year 132,18 {19,679) 18429 305938 35539 5385 - 557,990 465982
Total Ned Poztition
End of year $ 1389563 $ 6510 $ 231 $ 41113 § 5288 6157 § - 3 E6128 § 557990

1. Efminating emries reduce operaing revenue and expence 1o accoum for rrradistrict ransactons.



I Custamers, Energy Sales and Revenues

Calends Yesr 2010 2011 201241} 2013 214
Caxtnmers
Reat:
Hesidarsal 35587 35,806 36,057 36,402 Erd
Cammercal 6.074 6,082 €13 6,182 6,246
Inckrszriat 3 30 k1l n n
igation, frost, 5,710 5703 5,590 3683 5673
i armaln o 549 537 550 555 560
Total regd exestoaners 48,051 0,173 40,463 46,659 33557
3 7a I [-2) ]
ol customerns 35,124 #8251 36582 38,938 95482
Energy Saes (000 MAh)
Retat:
Residertial 738 76 ™2 o k-
Gormercial 347 470 466 474 482
Incheswrial 25 a4 Zr3 an =2
\rigation, frosz, igtzing 40 4 42 42 46
19 _19 2 24
Tow! retad sales 1,550 1,590 1,563 1,600 1585
Flesale
Acoa Powes (2) 1,341 1,622 2138 £ €9
Douplas Courty 140 21 401 35 x|
Dther - firn/‘dice 19 05 205 2114 1945
Other - non fimvblotispreschedule/real tme 1,187 173 2935 4190 6224
Tota) sales for resde 2,607 4172 1,596 708 [=]]
Total enengy sales ¥rr 3.762 ERI] 10,138
Revenue [S000)
Renit:
Ressidiernial $ 25112 § 850 24520 § 257/ § 25080
Comenercial 16,657 17.468 15,060 16,083 16891
Induswia 6.29% 6009 2.502 5490 5184
Imigation, frozt, lighing 1718 1.660 158 1.65% 1,655
583 583 664 697
Total retat reverue 50,367 32,358 38735 45039 46938
Rezale:
Aleoa Power 2) 24.740 2430 39394 1,899 2.608
Douglas Gourty PUD 2074 2.395 4,231 4532 4,930
{ther - frn/slice m 18.402 65,556 8527 76,136
Otier - non Smyblockipreschedule/real tme 433 47.863 86,066 51,646 127.052
Total reszle revenue D943 94,000 197,557 178,504 210976
Qther reverue (3) 131 2791 12,996 25,054 0343
Total revernae $ 1225 [ 1§_.179 25 293,767 290,857

1. In2M3, yewr 2012 wnal sales Stistics were restated.

2 Priortn 2013, cortractsal power sales 1o Alcca were accoustted for in the Distribution Division.
2 Includes manwmission, real-ime agreement and emvironmental attribute revenues,



