UNI TED STATES OF AMERI CA
FEDERAL ENERGY REGULATPRY COWM SSI ON

Public Utility District No.1l of Chelan County, Washi ngton
Proj ect No. 637

ORDER | SSU NG NEW LI CENSE ( MAJOR)
(I ssued May 12, 1981 )

On Cctober 30, 1975, the Public Utility District No. 1 of Chelan County
(District) filed an application under Part | of the Federal Power Act (Act) for
a new major license to authorize the continued operation and mai ntenance of th.e
constructed Lake Chelan Project No. 637. i The project is located on the Chel an
River, at the outlet of Lake Chelan, in Chelan County, Washington. The project
af fects navigable waters and | ands of the United States within Wnatchee

Nati onal Forest and Lake Chel an National RecreationArea (NRA) of the North
Cascades National Park. The original license for Project No. 637 expired on
March 31, 1974, and since that time, the project has operated under successive
annual |icenses.

Public notice of the filing of the application was given in accordance with the
Act. The Washi ngton Departnent of Ecol ogy (Ecol ogy), the Washi ngton Depart nent
of Game (Gane), the City of Chelan (City), and the Chelan County Property Oaners
Protective Association (Association) were pernmitted to intervene. No protests or
additional interventions were filed. Conments on the |license application were
requested fromthe appropriate Federal, State, and |ocal agehcies. The issues
rai sed by the intervenors and the substantive comments received are di scussed
bel ow.

PRQIECT HI STORY

Since 1892, five dams have been constructed at the project site on the Chel an

Ri ver for navigation, water supply, and power purposes. Between 1892 and 1903,
spring floods caused failure of three of the dams. The City conpl eted
construction of a fourth dam and power house by 1906. The Chel an El ectri ¢ Conpany
purchased the property in 1907 and operated the plant until 1928. On May 8,

1926, the Federal Power Conmi ssion issued a 50-year license to the Chel an

El ectric Company authorizing .the construction of the existing project to

repl ace the dam and power house constructed in 1906. In 1937, all Chelan Electric
Conpany properties were transferred to the Washi ngton Water Power Conpany. On
June 21, 1955, the District purchased the Lake Chel an Hydroel ectric Project
properties and the Conmi ssion transferred the project license to the District.

PRQIECT DESCRI PTI ON

The constructed Lake Chel an Project consists of the follow ng principal project
wor ks: a 40-foot high concrete dam a 55-mile long reservoir, Lake Chelan; a
tunnel and penstocks; an indoor powerhouse containing two units with a tota
rated capacity of 48,000 kW and a switchyard. The project is nore fully

descri bed in ordering paragraph (B) bel ow.

RECREATI ONAL FACI LI TI ES
The existing public recreational devel opnent consists of 30 sites along the

peri phery of the project reservoir, providing canpsites, picnic areas, boat
docks, boat |aunch ranps, swi nm ng areas, and other day-use areas.



In the Exhibit Rfiled on January 26., 1977, the District proposes additiona
recreational developnent at four sites. It is concluded that the Exhibit R
reasonably provides for the recreational needs at the project and, therefore,
wi Il be approved in ordering paragraph (C

PRQIECT OPERATI ON

The project reservoir is operated between a maxi mum normal water surface

el evation of 1,100 feet and a at mnimumwater surface el evation of 1,079 feet
to ensure an optinmumutilization of the reservoir for: the generation of power
at the project and generating plants downstream fromthe project; flood control
irrigation; municipal and donestic water supplies; fish and wildlife
conservation; recreation; and other beneficial uses. Inflowin excess of the
reservoir storage capacity and the hydraulic capacity of the generating plant is
di scharged through the diversion and control dam spillway.

The District proposes no change in the operation of the Lake Chel an Project
SAFETY AND ADEQUACY

Al'l project structures, nachinery, and appurtenant facilities have been

i nspected by the Commission's staff and found to be adequately maintai ned and
generally in good operating condition. The spillway capacity and adequacy were
eval uated and found to be satisfactory. The concrete structures were checked for
stability and found to be safe against overturning and sliding for various

conbi nati ons of | oading conditions, including earthquake | oading.

It is concluded that the dam woul d be safe for continued operation during the
termof the new |license provided the project works continue to be nonitored,
i nspected, and properly maintained.

COVPREHENSI VE DEVELOPMENT

The operation of the project is coordinated by the U So Arny Corps of Engi neers
(Corps) and the Bonnevill e Power Adm nistration with other hydroelectric
projects so as to naxim ze the power production fromthe Col unbia River Basin
The power generated at the project is utilized by the District and by the
Washi ngt on Water Power Conpany to neet their respective systemrequirenments.

The only other operating hydroelectric project within the Chelan River Basin is
a 200 kWproject |ocated on Conpany Creek., a tributary to Lake Chelan. A
prelimnary permt for the Antilon Lake Punped Storage Project No. 2718 was

i ssued on Decemnber 12, 1972, and expired on Decenmber 11, 1975. No application
for a license has yet been filed for that project which would utilize Lake
Chelan as its |lower reservoir and have an installed capacity between 1,000 and
2,000 MW

The Lake Chel an Project currently provides base-load type power. Since 1971
studi es iihave been made of the econom c and technical feasibility of expandi ng
the project. The nobst prom sing expansion plan, at this tine, would consist of
constructing a new dam downstream of the exi sting one, a new tunnel and

penst ock, and a new power house containing a single generating unit rated at 224
MN However, investigations iiiindicate that the raised reservoir, necessary
under the expansion plan, woul d have an unacceptabl e anbunt of | eakage into the
Col unbi a River throughout the strata dividing the two rivers. The cost of
treatment to mnimze the | eakage woul d nake the proposal infeasible.There are
no plans to further devel op the Lake Chel an Project, except for the proposed



expansi on of the recreational facilities. No agency conments on the |license
application have included any recommendati ons that woul d adversely affect power
operations.

The staff's Water Resources Appraisal Report for the Chelan River Basin

i ndi cates that the Lake Chelan Project is not in conflict with any planned or
potential devel oprments in the basin. It is concluded that the project is best
adapted to the conprehensive devel opment of the Chel an River Basin.

WATER QUALI TY

A water quality certificate for the project was-issued on July 8, 1977, by
Ecol ogy in accordance with Section 401 of the Federal Water Pollution Contro
Act Anendments of 1972. The certificate was granted subject to the condition
that the project's operation remains substantially as described in the
District's request for certification dated April 27v-1977.

RECREATI ON AND LAND USE

The U.S. Forest Service (FS), Ecology, and the Association expressed concern
over the effects of the Project's operation on the piers, docks, and ranps used
primarily for recreational purposes. The Association alleges that the project
operation, as proposed by the Applicant., would unreasonably curtai

recreational use of the reservoir inasmuch as a significant nunber of docks and
other water access facilities are operational only when the reservoir is

mai ntai ned at or near its naxi mumelevation of 1,100 feet. Applicant proposes to
operate the reservoir at elevation 1,098 feet, on a 95 percent assurance basis, -
bet ween June 30 and Septenmber 15 of each year. The Associ ation seeks

nodi fication of the operation to maintain the maxi mumreservoir elevation at a
nore traditional recreation season of June 1 to Septenber 30 of each year

Applicant cal cul ates that maintaining nmaxi mum el evati on through the nonth of
June would result in the | oss of approximately 33 mllion kilowatt hours of
energy annual ly. ivThe loss in power is due to the effective | oss of

approxi nately 100,000 acre-feet of storage to power operations. Lake Chelan is
drawn down over the wi nter by project power generation, and the spring snowrelt
or freshet refills the reservoir. A large portion of the spring freshet cones
during June of each year so that if the reservoir were required to be near full
at elevation 1,098, by June 1 the high flows in June would have to be spilled
due to lack of available storage space in the reservoir

Extendi ng the period of mmintaining the reservoir at elevation 1,098 feet from
Septenber 15 to Septenmber 30 would not, however, have a similarly adverse
effect. The power plant is operated as close to maxi mum capacity from Sept enber
15 through March 31 to reduce reservoir storage by about 650,000 acre-feet. This
license will allow the project to be operated at naxi num capacity during the
nonth of April as well. Therefore, deferring the comencenent of this drawdown
by two weeks woul d not neasurably affect total energy production.

In order to acconpdate and enhance recreational use of the project to the extent
it is econonmcally feasible to do so, Article 38 requires the Licensee to
maintain the reservoir at or near maxi mumreservoir elevation fromJune 30

t hrough September 30 of each year

The United States Departnent of the Interior (Interior) comented that the
District has the responsibility to work with the Corps and | ocal planning
agencies in regulating shoreline devel opment. Under Part | of the Federal Power
Act all licensees have an affirmative duty to take appropriate neasures to



protect the integrity of project |ands and waters, including regulating the use
of project shoreline in the interests of conprehensive devel opnment.

On July 15, 1980, the District filed a Project Lands Managenent Pl an (Pl an) that
utilizes existing permt procedures under the State of Washington's Shoreline
Managenent Act of 1971, RCW90.58.010 et. seg., and the Shoreline Use
Regul ati ons for Chelan County. .Under the proposed plan, the District would: (1)
review all Chelan County shoreline permt appl-ications on non-Federal project

I ands; (2) recomrend inclusion of appropriate prescribed standard conditions in
permts on non-Federal project |ands not owned by the District; and (3) require
i ncl usi on of appropriate prescribed standard conditions in pernmits on project

| ands owned by the District-. For major actions, the District would apply for
Conmi ssi on approval . For specified actions on privately held project |ands
(where the District holds a fl owage easenent only) when the District's
recomendat i ons have not been incorporated into the shoreline pernmt, the
District states that it will make application for Conm ssion approval.

In subnmitting the proposed Plan: the District explained that a substantia
portion of its project lands are not owned in fee by the District but are
utilized solely for reservoir purposes pursuant to a flowage easenent. Noting
that the Comm ssion has on recent occasions inposed on its |licensees the
obligation of increasing their efforts to control project lands in the interest
of protecting and enhancing the scenic, recreational and environnental val ues of
such lands, the District maintains that due to the fl owage easenents it |acks
the authority to inpose such nore-denanding limtations and controls. The
District maintains, however, that its proposed Plan will adequately protect and
enhance s. cenic, recreational and environmental values at the project.

It is noted that under the Districts Plan the District has no enforcenent power
over activities on privately-owned project |ands subject to a fl owage easenent.
Under the Plan.., the District will nerely "review' shoreline permt
applications and "recomend" certain conditions for inclusion in any permt

i ssued. Should the designated State or local authority fail to include the
District's recomended conditions in the shoreline permt, the District states
that it will make application to the Comm ssion. However, no procedure is

provi ded by which the District, absent sone further property right,.could
prevent or 'regul ate the proposed use of privately-owned project |and before or
after the District makes application to the Conmi ssion for approval.

Contrary to the District's assertion, it does:, under the Federal Power Act and
the terns of its license, have the authority (and the duty) to inpose
appropriate restrictions on the use of project |lands and waters to protect
project resources. To the extent that the District is unable to contro

shoreline activities and uses that adversely affect project resources, it is due
to the District's failure to acquire adequate property interests for project
purposes, as required by Article 5. W are cogni zant of the potential expense to
a licensee in acquiring property rights beyond those held by it under a fl owage
easenent at a project which has been constructed for a substantial nunber of
years and whi ch has experienced extensive shoreline recreational devel opnent. It
is not necessary at this point to require the District to acquire further
property rights on all those parcels of project |lands where it now holds only a
fl owage easenment. Article 5 requires the District to acquire sufficient property
rights for the mai ntenance and operation of the project. It is enphasized that

t he "mai nt enance and operation of the project" enconpasses the broad range of
proj ect purposes -.nandated by the conprehensive devel opment standard of Section
10(a). Should the District at sonme point in the future find itself unable to
control or prevent an objectionable use of project |lands, the District may be



directed to take appropriate neasures to protect project resources, including,
inter alia, the acquisition of additional rights in the project |ands involved.

The District's proposed Plan represents a salutary effort to coordinate the
responsibilities of a licensee under Part | of the Federal Power Act (Act) with

other relevant local and State regul atory processes. Although it will not
relieve the District of its fundamental statutory responsibilities for
protecting the integrity of project |ands and waters, it will, to the extent it

is consistent with the Act and the requirenents of the |icense, serve as an
appropriate vehicle for the District in carrying out some of its
responsibilities in conveying or granting perm ssion to use project |ands and
wat ers under Article 39.

There is one aspect of the Plan that is inconsistent "with Article 39 and

i raperm ssible. Under Section V, Inventory of Existing

Uses and Request for Bl anket Approval, the District requests that follow ng the
adoption of the Plan, all uses of project |lands and waters existing on the date
of that approval be summarily approved based upon an appropriate inventory of

t hose uses and activities. The District proposes to undertake the inventory
during the month foll owi ng Conm ssion approval. Wthout that inventory before
the Conmission at this tinme there is no basis for determ ning whet her al

exi sting uses are consistent with project purposes, and thus no bl anket approva
will be given. i Wthout blanket approval, the District may not authorize uses
or occupancies of project |lands that fall outside the authority of Article 39
wi t hout Commi ssion approval .

Interior conmented that a site presently owned by the District on the south side
of the Chelan River downstream fromthe dam has potential for devel opnent as a
canping or |arge day-use area

The potential site is |ocated over the tunnel connecting the dam and power house.
The integrity of the tunnel which is vital in assuring the proper operation of

t he project would be placed in question since the soils overlying the tunne
woul d be saturated through the application of irrigation water. Therefore, no
recreational devel opnent for the site is being required.

The FS conmented that the proposed recreational devel opment should not be
limted to the downstreamthird of Lake Chel an and suggested that consideration
be given to the devel opnent of Fields Point, an FS-owned site on the mddle
third of the |lake. The District responded that the devel opnent of Fields Point
shoul d not be the responsibility of the District since the Fields Point

devel opnent is a joint proposal of the FS and the National Park Service (NPS)

v Because nost of the demand for recreation is limted to the dowmstreamthird
of Lake Chel an and because the District's recreational devel opnent plan
adequat el y addresses that demand, no further recreati onal devel opnent is
required at this tine.

The City comented that the recreation devel opnent of the Chelan Riverfront as
proposed does not adequately consider the City's views. Therefore, the City does
not, at this tine, agree to operate and nmintain the proposed facilities. The
reviewi ng Federal and St'ate agencies concur with the devel opnent as proposed.
Article 34 requires the District to consult furthe-r with the appropriate
agencies, including the City. If, after consultation, there is a need for a
substantial change in the design of the recreation site plans, the District
.would be required to file an anmended Exhibit R-.

FI SH AND W LDLI FE RESOURCES



Interior and Gamre commented that the proposed fish and .wildlife enhancenent
program was based on inadequate data and represents inadequate mitigation
Interior noted the District's failure to include wildlife protection and
enhancenent neasures in the proposed program Interior and Gane, therefore,
recommended the conpl etion of an in-depth baseline survey of aquatic and
terrestrial habitat and associated fish and wildlife resources prior to the
formulation of a fish and wildlife nanagement plan. Article 33 requires a
basel i ne study of the fish and wildlife habitat and resources |leading to the
formati on of a managerment plan that ensures the conservati on and enhancenent of
the fish and wildlife resources within the project area.

interior reconmended that any mitigation should include the restoration of the
fish and wildlife resources to pre-project levels. Interior notes, however, that
the extent of losses to fish and wildlife due to project devel opnent is
virtual ly undocunented. The Conmission's staff concurs with the District that
various factors other than project devel opnent may have contributed to any
decline in the fish and wildlife resources. It is therefore concluded that fish
and wildlife nmitigation based on pre-project resource levels is unrealistic and
unwar r ant ed.

OTHER ENVI RONMENTAL MATTERS

The Washington State Historic Preservation Oficer (SHPO comented that the
District adequately address any inpacts to historical and archeol ogi ca
resources and recommended that the District notify the SHPO prior to the
commencenent of construction. Article 35 requires the District to provide such
notification and further, to provide for the protection of any significant
historic or archeolog ical resources.

FS and Interior conmmented that water |evel fluctuations due to project operation
will continue to cause substantial shoreline deterioration. Mre specifically,
they are concerned that dust problens associated with exposed sedi nents and
eroded shorelands will have an adverse inpact on residents of Stehekin, and
visitors to the NRA. Applicant replied that it has worked in the past with the
FS and the Soil Conservation Service in an experinental program of plantings on
the area. known as the Stehekin Flats in an attenpt to stabilize the sedinents
described. To date, the program has not yielded any satisfactory results.
Pursuant to Article 19 of the license, the District is required to continue to
work with FS and Interior to resolve this issue.

The FS and the Associ ati on recommended that the Comm ssion prepare an

envi ronnent al inpact statement because pre-project conditions were not
described., and mitigation for | osses due to original project construction and
operation-were not proposed. The action proposed by the District's application
for new license is the continued operation of an existing project. It is not
necessary to have a description of pre-project conditions in the application, or
to mtigate for any | osses that may or may not have occurred. Because project
operations would remain essentially the same, with the exception of linmted
recreational devel opnent, the preparation of an environmental inpact statenent
is not required. Further, any adverse inpacts resulting fromthe proposed
recreational devel opnent would be of short-termduration and nminor in nature.
Therefore, approval of the application for a new license would not constitute a
maj or Federal action significantly affecting the quality of the human

envi ronnent .

TRANSM SSI ON FACI LI TI ES



The energy generated by the project is transmtted to the |15-kV substation bus
located in a switchyard adjacent to the powerhouse. Five |l5-kV transm ssion
lines connect to the I15-kV substation bus, as follows: (1) Manson (fornmerly
Hol den); (2) Wapato; (3)

Rocky Reach (Project No. 2145); (4) Stratford No. 1; and (5) Stratford No. 2.
The District included the Manson (fornerly

Hol den) and the Wapato |15-kV transmi ssion lines as part of Project No. 637 in
the application for a new license. The ||5-kV substation bus is part of the
District's interconnected system and not subject to |icense as part of a
hydroel ectric project. Therefore, Article 36 requires the subm ssion of revised
exhibits deleting the two transmi ssion |lines fromthe project.

TERM OF LI CENSE

The project has renmi ned essentially unchanged since the original |icense was

i ssued on May 8, 1926, effective on April 1, 1924. The original license for
Project No. 637 expired on March 31, 1974. The issuance of the new |license does
not authorize any significant new project construction or change in project
operation. Therefore, in accordance with the policy established in the order
issuing license for project No. 2301, vithe new license for Project No. 637
will terminate 30 years fromthe expiration date of the original license.It is
ordered that: (A) This license is issued to the Public Utility District No. 1 of
Chel an County, Washington pursuant to Part | of the Federal 'Power Act, for a
period effective the first day of the month in which the order is issued and
term nating on March 31, 2004, for the continued operation and mai ntenance of

t he Lake Chel an Project No. 637, |located on the Chelan River at the outlet of
Lake Chel an, in Chelan County, Washington. The license is subject to the terns
and conditions of the Act, which is incorporated by reference as part of the
license, and to the regul ati ons the Commi ssion issues under the provisions of

t he Act.

(B) The Lake Chel an Project consists of:

{1) Al lands, to the extent of the Licensee's interests in those | ands,
constituting the project area and encl osed by the project boundary, shown and
descri bed by certain exhibits which formpart of the application for |license and
whi ch are designated and descri bed as:

Exhi bi t - Sheet

FERC No.
Entitled
J

K-1 K-2 K-3 K-4 K-5 K-6 K7 K-8 K-9 K-10 K-11 K-12 K-13 K-14 K-15 K-16 K-17 K-18
K-19 K-20 K-21 K-22 K-23 K-24 K-25 K-26 K-27 K-28 K-29 K-30 K -31 K-32 K-33 K-34
K-35 K-36 K-37

637-37 637-38 637-39 637-40 637-41 637-42 637-43 637-44 637-45 637-46 637-47
637-48 637-49 637-50 637-51 637-52 637-53 637-54 637-55 637-56 637-57 637-58
637-59 637-60 637-61 637-62 637-63 637-64 637-65 637-66 637-67 637-68 637-69
637-70 637-71 637-72 637-73 637-74
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11

O

I't
£
¥
N
| f
X
¥
¥
| f
N
N
¥
| f
X
N
N
¥
¥
N
N
N

—_—_—_——_———— — — — — — — — = = = — =
—_——_—_—_——_———_——— — — — — = —h — — — — —

R

Detail Map-Project Area
Proj ect Boundary Survey Notes

o
—_—— e — —— — —— — o+ —
—_——_— — —h —h —h — — — — — —
—_— e — — — — — — —— ——
—_— e o —h — —— — —

Il
Il
Il
1
Il
Il
Il
| f
tl
Il
I f
Il

ey — ey —— e

Proj ect Boundary Survey Notes

(2) The Lake Chel an Project consisting of: (1) a reservoir, Lake Chel an
approximately 55 mles long, with a surface area of approxi mately 32,800 acres
and a useabl e storage capacity of 676,100 acre-feet, inpounded by; (2) a
concrete dam approxi mately 40 feet high and 490 feet long; (3) an intake
structure, in the west abutslent of the dam (4) a concrete-lined tunnel, 14
feet in dianeter and 10,578 feet |ong,

(5) a steel-lined tunnel which reduces to a 12-foot dianmeter penstock, and then
divides into two 8.83foot dianmeter penstocks, approximately 1,000 feet in tota
I ength; (6) an indoor type powerhouse containing two vertical axis 34,000 hp
Franci s-type turbines, each connected to a 24,000 kWgenerating unit for a tota
capacity of 48,000 kWunder a net head of 377 feet; (7) a switchyard adjacent to
t he power house; and (8) other appurtenant facilities.

The | ocation, nature, and character of the project works are generally shown and
descri bed by the exhibits cited above and are nore specifically shown and
descri bed by certain other exhibits designated and descri bed as:
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637-91
637-92
6 637-93
637-94
637-95
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637-100
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Di version and Control Dam Plan Divers ion and Control Dam Sect ions Power
Conduit Profile, Sections

and Detail Powerhouse Sectional Plan Powerhouse Sect ions Switchyard and
Power house Tailrace Channel General Plan Existing Recreational Devel opnent
Initial Recreational Devel opment U tinate Recreational Devel oprment

Chel an Riverfront Shore Access .East Manson - Manson Bay
Boati ng Destination & Launching
Poi nt s

Exhi bit M- Four pages of general description of equipnent filed as part of the
application on Cctober 30, 1975.

Exhibit R - Thirty-five pages of text filed as part of the application on
January 26, 1977.

(3) all of the structures, fixtures, equipnent, facilities, used or useful in

t he mai ntenance and operation of the project and | ocated within the project
boundary, all portable property that may be enployed in connection with the
project, whether located within or outside the project boundary, as approved by
t he Conmission, and all riparian or other rights which are necessary or
appropriate for the maintenance or operation of the project.

(O Exhibits J, K, L, M and R designated and described in Odering
Par agraph (B) above are hereby approved and nade a part of the Iicense.

(D) The license is further subject to Articles 1 through 32, inclusive,
set forth in FormL-5 (revised October 1975) and entitled "Terns and Conditions
of License for Constructed Mjor Project Affecting Navigable Waters and Lands of
the United States" attached to and nade a part of the license. In addition, the
license is subject to the foll owi ng special conditions which are set forth as
additional articles:

Article 33. Licensee shall, within three years of the date of issuance
of this license, and in cooperation with the State of Washi ngton Departnment of
Gane and the U.S. Fish and Wldlife Service of the Department of the Interior
devel op a conprehensive fish and wildlife mtigation plan for the protection
conservation, and inprovenent of these resources within the project area, and
file for 'Comm ssion approval a revised Exhibit S, prepared in accordance with



Section 4.41 of the Comm ssion's regulations (1979), that incorporates the
nmeasures contained in the fish and wildlife nmanagenment plan and any ot her
neasures deemed appropriate to conserve and enhance fish and wildlife resources
within the project area.

Article 34. Licensee shall assune overall responsibility for
i mpl enenting the recreational use plan set forth in the Exhibit R approved
herein; and shall, conforming to the initial devel opnent schedule set forth as
Pages 31 through 34 of the Exhibit R, provide, operate, and maintain, or arrange
for others to provide, operate, and nmaintain the facilities approved for initia
devel opnent. Licensee shall continue to consult and cooperate with appropriate
Federal, State, and |ocal agencies, including the City of Chelan, in the
devel opnent of recreation facilities at the project. Should it be determ ned
after consultation with the appropriate agencies that there is a need for a
substantial change in the initial devel opnment schedule, or in the design of the
site plans, Licensee shall file for Comm ssion approval an amendnent to its
Exhibit R prior to inplenmenting the changes.

Article 35. Prior to the comrencenent of any construction or
devel opnent of any project works or other facilities at the project, the
Li censee shall consult and cooperate with the State Historic Preservation
Oficer (SHPO to determ ne the need for, and extent of, any archeol ogi cal or
historic resource surveys and any nmitigative nmeasures that may be necessary. The
Li censee shall provide funds in a reasonable amunt for such activity. If any
previously unrecorded archeol ogical or historic sites are discovered during the
course of construction, construction activity in the vicinity shall be halted, a
qual i fied archeol ogi st :shall be consulted to determ ne the significance of the
sites, and the Licensee shall consult with the SHPO to develop a mitigation plan
for the protection of significant arche' ol ogical or historic resources. If the
Li censee and t he SHPO cannot agree on the anpunt of nobney to be expertdeal on
archeol ogical or historic work related to the project, the Comm ssion reserves
the right to require the Licensee to conduct, at its own expense, any such work
found necessary.

Article 36. Licensee shall, within 60 days after the date of issuance
of the license, file for approval revised Exhibits J and K, deleting fromthe
project the Il S-kV Chel an-Manson transm ssion line (formerly the Hol den
transm ssion line) and the |15-kV Wapato transmi ssion |ine, and show ng any
ot her previously approved changes to the project boundary.

Article 37. Licensee shall pay to the United States the follow ng
annual charges, effective as of the first day of the mnth in which the license
i s issued:

(a) For the purpose of reinbursing the United States for the cost of

adm nistration of Part | of the Act, a reasonabl e annual charge as deterni ned by
t he Conmi ssion in accordance with the provisions of its regulations, in effect
fromtime to time. The total authorized installed capacity for such purposes is
67, 330 horsepower.

(b) For the purpose of reconpensing the United States for the use, occupancy,
and enjoynent of 501.02 acres of its |lands, exclusive of transm ssion |ine

ri ghts-of-way, an anmount as nmay be determined fromtime to time pursuant to the
Conmi ssion's regul ati ons.

Article 38. Licensee shall not operate the project reservoir at
el evation greater than 1,100 feet ms. 1. or at elevation less than 1,079 ms.1



and shall make every reasonable effort to maintain the reservoir at or above
el evation 1,098 from June 30 through Septenber 30 each year

Article 39- (a) In accordance with the provisions of this article, the
Li censee shall have the authorityto grant permi ssion for certain types of use
and occupancy of project |ands and waters and to convey certain interests in
project |ands and waters for certain other types of use and occupancy, w thout
prior Conm ssion approval. The Licensee may exercise the authority only if the
proposed use and occupancy i s consistent with the purposes of protecting and
enhanci ng the scenic, recreational-, and other environnental values of the
project. For those purposes, the Licensee shall al so have conti nuing
responsibility to supervise and control the uses and occupancies for which it
grants permission, and to monitor the use of, and ensure conpliance with the
covenants of the instrument'of conveyance for, any interests that it has
conveyed, under this article. If a permtted use and occupancy viol ates any
condition of this article or any other condition inmposed by the Licensee for
protecti on and enhancerment of the project's scenic, recreational, or other
environnental values, or if a covenant of a conveyance made under the authority
of this article is violated, the Licensee shall take any |awful action necessary
to correct the violation. For a pernitted use or occupancy, that action
i ncludes, if necessary, cancelling the perm ssion to use and occupy the project
| ands and waters and requiring the renmoval of any non-conplying structures and
facilities.

(b) The types of use and occupancy of project |ands and waters for
whi ch the Licensee may grant perm ssion wthout prior Conm ssion approval are:
(1) landscape plantings; (2) non-comercial piers, |andings, boat docks, or
simlar structures and facilities; and (3) enmban. knents, bul kheads, retaining
wal I's, or simlar 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 environnental values, the Licensee
shall require nultiple use and occupancy of facilities for access to project
| ands or waters. The Licensee shall also ensure, to the satisfaction of the
Conmi ssion's authorized representative, that the uses and occupanci es for which
it grants pernission are maintained in good repair and conply with applicable
State and | ocal health and safety requirenents. Before granting pernission for
construction of bul kheads 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) deternine that the proposed
construction is needed and woul d not change the basic contour of the reservoir
shoreline. To inplenent this paragraph (b), the Licensee may, anong ot her
t hi ngs, establish a programfor issuing pernits for the specified types of use
and occupancy of project |ands and "waters, which may be subject to the paynent
of a reasonable fee to cover the Licensee's costs of adm nistering the permt
program The Conmi ssion reserves the right to require the Licensee to file a
description of its standards, guidelines, and procedures for inplenmenting this
par agraph (b) and to require nodifications of those standards, guidelines, or
procedures.

(c) The Licensee may convey easenents or rights-of-way across, or
| eases of, project lands for: (1) replacenent, expansion, realignnent, or
mai nt enance of bridges and roads for which all necessary State and Federa
approval s have been obtained; ( 2 ) stormdrains and water nains; ( 3 ) sewers
that do not discharge into project waters; (4) mnor access roads; (5)
t el ephone, gas, and electric utility distribution lines; (6) non-project
overhead electric transm ssion lines that do not require erection of support



structures within the project boundary; (7) submarine, overhead, or underground
maj or tel ephone distribution cables or najor electric distribution lines (69-kV
or less); and (8) water intake or punping facilities that do not extract nore
than one nillion gallons per day froma project reservoir. No |ater than January
31 of each year, the Licensee shall file three copies of a report briefly

descri bing for each conveyance nmade under this paragraph (c) during the prior

cal endar year, the type of interest conveyed, the location of the |ands subject
to the conveyance, and the nature of the use for which the interest was
conveyed.

(d) The Licensee may convey fee title to, easenments 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 al
necessary Federal and State water quality certificates or pernits have been
obt ai ned; (3) other pipelines that cross project |ands or waters but do. not
di scharge into project waters; (4) non-project overhead electric transnission
lines that require erection of support structures within the project boundary,
for which all necessary Federal and State approval s hage been obtained; (5)
private or public narinas that can acconmpbdate no nore than 10 watercraft at a
time and are located at | east one-half mle fromany other private or public
mari na--; (6) recreational devel opnent consistent with an approved Exhibit R or
approved report on recreational resources of an Exhibit E and (7) other uses,
if: (i) the anount of l|and conveyed for a particular use is five acres or |ess;
(ii) all of the land conveyed is |located at |east 75 feet, neasured
hori zontally, fromthe edge of the project reservoir at normal nmaxi mum surface
el evation; and (iii) no nmore than 50 total acres of project |ands for each
proj ect devel opnent are conveyed under this clause (d)(7) in any cal endar year
At | east 45 days before conveying any interest in project |ands under this
par agr aph
(d) , the Licensee nust file a letter to the Director, Ofice of Electric PoWr
Regul ation, stating its intent to convey the interest and briefly describing the
type of interest and location of the |lands to be conveyed (a nmarked Exhibit G or
K map may be used), the nature of the proposed use, the identity of any Federa
or State agency official consulted~ and any Federal or State approvals required
for the proposed use. Unless the Director, within 45 days fromthe filing 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 follow ng additional conditions apply to any i ntended conveyance under
par agraphs (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 Oficer

(2) Before conveying the interest, the Licensee shall determ ne that
t he 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 doesnothave an approved Exhibit R or approved' report on
recreational resources, that the |lands to be conveyed do not. have recreationa
val ue.

(3) The instrunent of conveyance nust include covenants running with
the | and adequate to ensure that: (i) the use of the |ands conveyed shall not
endanger health, create a nuisance, or otherw se be inconpatible with overal
project recreational use; and (ii) the grantee shall take all reasonable



precautions to ensure that the construction, operation, and naintenance of
structures or facilities on the conveyed lands will occur in a manner .that wll
protect the scenic recreational, and environnental values of the project.

(4) The Conmi ssion reserves the right to require the Licensee to take
reasonabl e renedial action to correct any violation of the terns and conditions
of this article, for the protection and enhancenment of the project's scenic,
recreational, and other environnental val ues.

(f) The conveyance of an interest in project |ands under this article
does not in itself change the project boundaries. The project boundaries may be
changed to exclude | and conveyed under this article only upon approval of
revi sed Exhibit G or K drawi ngs (project boundary maps) reflecting exclusion of
that |land. Lands conveyed under this article will be excluded fromthe project
only upon a determ nation that the |lands are not necessary for project purposes,
such an operation and nai ntenance, flowage, recreation, public access,
protection of environnmental resources, and shoreline control, including
shoreline aesthetic val ues. Absent extraordinary circunmstances, proposals to
exclude | ands conveyed under this article fromthe project shall be consolidated
for consideration when revised Exhibit G or K drawi ngs would be filed for
approval for other purposes.

(E) This order is final unless a petition appealing it to the
Conmission is filed within 30 days fromthe date of its issuance, as provided in
Section 1.7(d) of the Comm ssion's regulations, 18 CF..R 1.7(d) (1979), as
anmended, 44 Fed. Reg. 46449 (1979). The filing of a petition appealing this
order to the Conmi ssion or an application for rehearing as provided in Sect-ion
313(a) of the Act does not operate as a stay of the effective date of this
license or of any other date specified in this order, except as specifically
ordered by the Conm ssion. Failure of the Licensee to file a petition appealing
this order to the Conmm ssion shall constitute acceptance of this license. In
acknow edgnent of acceptance of this license, the license shall be signed for
the Licensee and returned to the Conmission within 60 days fromthe date of
i ssuance of this order.

( SEAL)
WIlliamW Lindsay ~

Director, Ofice of Electric
Power Regul ati on

Project No. 637

]

I N TESTI MONY of its acknow edgnment of acceptance of all of the terns and
conditions of this Order, Public Utility District No. 1

of Chelan County this day of JUNE
9, , 19 81, has

caused its corporate name to be signed hereby by ALFRED PFLUGRATH

its
President, and its



corporate seal to be affixed hereto and attested by
ROBERT D. M:DOUGALL , its
Secretary, pursuant to a resolution of its Board of Directors

duly adopted on the 9th day . of
JUNE , 19 81 ,

a certified copy of the record of which is attached hereto.
Attest:

[
!
1

(Executed in quadruplicate)

Form L-5
Revi sed Cctober, 1975)

FEDERAL ENERGY REGULATORY COWM SSI ON

TERVS AND CONDI TI ONS OF LI CENSE FOR CONSTRUCTED
MAJOR - PROOECT AFFECTI NG NAVI GABLE WATERS
AND LANDS OF THE UNI TED STATES

Article 1. .The entire project., as described in this order of
t he' COnmi ssi on, shall be subject to all of the provisions, ternms, and conditions
of the license.

Article 20 No substantial change shall "be nmade in the nmaps, plans,
speci fications, and statenents descri bed and designated as eXhibits and approved
by the Commission in its order as a part of the license until such change shal
have been approved by the Comm ssion: Provided, however=, That if the Licensee
or the Comm ssion deens it necessary or desirable that said approved exhibits,
or any of them be Changed, there shall be submtted to the Conmi ssion for
approval a revised, or additional exhibit or exhibits covering the proposed
changes whi ch, upon approval by the Conmi ssion, shall become a part of the
Iicense 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 Comi ssion

Article 3. The project area and project works shall be in substantia
conformty-with the approved exhibits referred to in Article 2 heroin or as
changed in accordance with the provisions of said article. Except when energency
shall require for the protection of navigation, life, health, or property, there
shal |l not be made wi thout prior approval of" the Conm ssion any .-substantia
alteration or addition not in conformity with the approved plans to any dam or
ot her project works under the |license or any substantial use of project |ands
and waters not authorized heroin; and any energency alteration, addition., or
use so made shall thereafter be subject to such nodification and change as the
Conmi ssion may direct. Mnor changes in project works, or in uses of project
| ands and waters, or divergence from such approved exhibits may be made if such



changes will not result in a decrease in efficiency, in a material increase in
cost, in "an adverse environnental inpact, or in inmpairment of' the genera
schene of devel opnent; but any of such minor changes nade without the prior
approval of the Comm ssion, which in its judgnment have produced or will produce
any of such results, shall be subject to .such alteration as the Conm ssion may
direct.

Article 4. The project, including its operation and mai ntenance and any
work incidental to additions or alterations authorized by the Conm ssion
whet her or not conducted upon |lands of the United States, shall be subject to
t he i nspection and supervision of the Regional Engineer, Federal Power
Conmi ssion, in the region wherein the project is located, or of such other
of ficer or agent as the Comm ssion may designate, who shall be the authorized
representative of the Conm ssion for such purposes. The Licensee shall cooperate
fully with said representative and shall furnish himsuch information as he may
require concerning the operation and mai ntenance of the project, and any such
alterations thereto, and shall notify himof the date upon which work with
respect to any alteration will begin, as far in advance thereof as said
representative may reasonably specify, and shall notify himpronptly in witing
of any suspension of work for a period of nore than one week, and of its
resunption and conpl etion. The Licensee shall submt to said representative a
detail ed program of inspection by the Licensee that will provide for an adequate
and qualified inspection force for construction of any such alterations to the
project. Constructionof said alterations or any feature thereof shall not be
initiated until the program of inspection for the alterations or any feature
t hereof has been approved by said representative. The Licensee shall allow said
representative and other officers or enployees of the United States, show ng
proper credentials, free and unrestricted access to, through, and across the
project | ands and project works in the performance of their official duties. The
Li censee shall comply with such rules and regul ati ons of general or specia
applicability as the Comm ssion may prescribe fromtime to tinme for the
protection of life., health, or property..

Article 5-. The Licensee, within five years fromthe date of issuance

of the license, shall ::acquire title in fee or the right to use in perpetuity
all lands, other than lands of the United States, necessary or appropriate for
t he construction, maintenance, and operation of the project:. The Licensee or

its successors and assigns shall, during the period of the licensee retain the

possession of all project property covered by the Iicense as issued or as |ater
anmended, including the project area, the project works, and all franchises,
easenents, water rights, and rights of occupancy and use; and none of such
properties shall be voluntarily sold, |eased, transferred, abandoned, or

ot herwi se di sposed of without the prior witten approval of the Comi ssion
except that the Licensee nay | ease or otherw se dispose of interests in project
| ands or property wi thout specific witten approval of the Comm ssion pursuant
to the then current regul ations of the Conm ssion. 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
repl acenents thereof when they becone obsol ete, inadequate, or inefficient for
further service due to wear and tear; and nortgage or trust deeds or judicia
sal es nade thereunder, or tax sales, shall not be deened voluntary transfers
within the neaning of this article.

Article 6. In the event the project is taken over by the United States
upon the termnation of the license as provided in Section 14 of the Federa
Power Act, or is transferred to a new licensee or to a non-power |icensee under
t he provisions of Section 15 of said Act, the Licensee, its successors and



assigns' shall be responsible for, and shall nmake good any defect of title to, or
of right of occupancy and use in, any of such project property that is necessary
or appropriate or valuable and serviceable in the maintenance and operation of
the project, and shall pay and di scharge, or shall assume responsibility for
paynment and di scharge of, all liens or encunmbrances 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
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
occupancy and use in, any of such project property than was necessary to acquire
for its own purposes as the Licensee.

Article 7. The actual legitimte original cost of the project, and of
any addition thereto or betternent thereof, shall be determ ned by the
Commi ssion in accordance with the Federal Power Act and the Commission's Rul es
and Regul ations thereunder

Article 8. The Licensee shall install and thereafter maintain gages and
streamgagi ng stations for the purpose of-determ ning the stage and flow of the
stream or streans on which the project is |located, the anbunt of water held in
and wi thdrawn from storage, and the effective head on the turbines; shal
provide for the required readi ng of such gages and for the adequate rating of
such stations; and shall install and maintain standard meters adequate for the
determ nati on of the anpbunt of electric energy generated by the project works.
The nunber, character, and |ocation of gages, neters, or other measuring
devices, and the nethod of operation thereof, shall at all tines be satisfactory
to the Conmission or its authorized representative. The Conmi ssion reserves the
right, after notice and opportunity fo-r hearing, to require such alterations in
t he nunber, character, and |ocation of gages, neters, or other measuring
devices, and the net. hod of operation thereof, as are necessary to secure
adequate determ nations. The installation of gages, the rating of said stream or
streanms, and the deternination of the flow thereof, shall be under the
supervision of, or in cooperation with, the District Engineer of the United
States Geol ogi cal Survey having charge. of stream gagi ng operations in the
regi on of the project, and the Licensee shall advance to the United States
CGeol ogi cal Survey the anount of funds estinmated to be necessary for such
supervision., or cooperation for such periods as may be nutually agreed upon
The Licensee shall keep accurate and sufficient records of the foregoing
determi nations to the satisfaction of the Commi ssion, and shall make return of
such records annually at such tine and in such formas the Conm ssion may
prescri be.

Article 9. The Licensee shall, after notice and opportunity for
hearing, install additional capacity or nmake other changes in the project as
directed by the Commission, to the extent that it is economcally sound and in
the public interest to do so.

Article 10. The .Licensee shall, after notice and opportunity' for
hearing, Coordinate the operation of the project, electrically and
hydraulically, with such other projects or power systens and in such manner as
the Conmi ssion may direct in the interest of power and ot her beneficial public
uses of water resources, and on such conditions concerning the equitable sharing
of benefits by the Licensee as the Commi ssion nmay order

Article 11. Wenever the Licensee in directly benefited by the
construction work of another licensee, a permttee, or the United States on a
storage reservoir or other headwater inprovenent, the Licensee shall reinburse



t he owner of the headwater inprovenment for such-part of the annual charges for

i nterest., mmintenance, and depreciation thereof as the Conmm ssion shal
determne to be equitable, and shall pay to the United States the cost of naking
such determination as fixed by the Comm ssion. For benefits provided by a
storage reservoir or or_her headwater inprovenent of the United States, the

Li censee shall pay to the Conmm ssion the anounts for which it is billed from
time to time for such headwater benefits and for the cost of naking the

determ nati ons pursuant to the then current regul ati ons of the Conmm ssion. under
t he Federal Power Act.

Article 12. The United States specifically retains and safeguards the
right to use water in such anpunt, to be determ ned by the Secretary of the
Arnmy, as may be necessary for the purposes of navigation on the navigable
wat erway affected; and the operations of the Licensee, so far as they affect the
use, storage and discharge from storage of waters affected by the |icense, shal
at all tines be controlled by such reasonable rules and regul ations as the
Secretary of the Army may prescribe in the interest of navigation, and as the
Conmi ssion may prescribe for the protection of life, health, and property, and
in the interest of the fullest practicable conservation and utilization of such
wat ers for power purposes and for other beneficial public uses, including
recreational purposes, and the Licensee shall rel ease water fromthe project
reservoir at such rate in cubic feet per second, or such volume in acre-feet per
specified period of tine, as the Secretary of the Army may prescribe in the-

i nterest of navigation, or as the Comm ssion may prescribe for the other
pur poses heroi nbef ore menti oned.

Article 13. On the application of any person, associate, corporation
Federal agency, State or nmunicipality, the Licensee shall permit such reasonabl e
use of its reservoir or other project properties, including works, |ands and
water rights, or parts thereof, as may be ordered by the Conm ssion, after
noti ce and opportunity for hearing, in the interests of conprehensive
devel opnent of the waterway or waterways involved and the conservation and
utilization of the water resources of the region for water supply or for the
pur poses of steamelectric, irrigation, industrial, nunicipal or simlar uses.
The Licensee shall receive reasonabl e conpensation for use of its reservoir or
ot her project properties or parts thereof for such purposes, to include at |east
full reimbursenent for any damages or expenses which the joint use causes the
Li censee to incur. Any such conpensation shall be fixed by the Conmi ssion either
by approval of an agreenent between the Licensee and the party or parties
benefiting or after notice and opportunity for hearing. Applications shal
contain information in sufficient detail to afford a full understandi ng of the
proposed use, including satisfactory evidence that the applicant possesses
necessary water rights pursuant to applicable State |aw, or a showi ng of cause
why such evi dence cannot concurrently be submtted, and a statenent as to the
rel ati onship of the proposed use to any State or nunicipal plans or orders which
may have been adopted with respect to the use of such waters.

Article 14. In the construction or 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 transmi ssion |lines
and tel egraph, tel ephone and other signal wires or power transnission |ines
constructed prior to its transm ssion |lines and not owned by the Licensee, and
shal |l al so place and maintain suitable structures and devices to reduce to a
reasonabl e degree the liability of any structures or wires falling or
obstructing traffic or endangering life, None of the provisions of this article
are intended to relieve the Licensee fromany responsibility or requirenent



whi ch may be inposed by any other |awful authority for avoiding or elimnating
i nductive interference.

Article 15. The Licensee shall, for the conservation and devel opnent of
fish and wildlife resources, construct, naintain, and operate, or a.rrange for
t he construction, nmaintenance, and operation of such reasonable facilities, and
conply with such reasonabl e nodifications of the project structures and
operation, as may be ordered by the Conm ssion upon its own notion or upon the
recomendati on of the Secretary of the Interior or the fish and wildlife agency
or agencies of any State in which the project or a part thereof is |ocated,
after notice and opportunity for hearing.

Article 16. Wienever the United States shall desire, in connection'
with the project, to construct fish and wildlife facilities or to inprove the
existing fish and wildlife facilities at its own expense, the Licensee shal
permt the United States or its designated agency to use, free of cost, such of
the Licenseo's lands and interests in lands, reservoirs, waterways and project
wor ks as may be reasonably required to conplete such facilities or such
i nprovenents thereof. In .addition, after notice and opportunity for hearing,
the Licenses shall nodify the project operation as nay be reasonably prescribed
by the Commission in order to permt the nmaintenance and operation of the fish
and wildlife facilities constructed or inmproved by the United States under the
provisions of this article. This article shall not be interpreted to place any
obligation on the United States to construct or inprove fish and wildlife
facilities or to relieve the Licenses of any obligation under this |license.

Article 17. The Licenses shall construct, nmaintain, and operate, or
shal | arrange for the construction, maintenance, and operation of such
reasonabl e recreational facilities, including nodifications thereto, such as
access roads, wharves, |aunching ranps, beaches, picnic and canping areas,
sanitary facilities, and utilities, giving consideration to the needs of the
physi cal | y handi capped, and shall conply with such reasonabl e nodifications of
the project, as may be prescribed hereafter by the Conm ssion during the term of
this license upon its own notion or upon the recommendation of the Secretary of
the Interior or other interested Federal or State agencies, after notice and
opportunity for hearing.

Article 18. So far as is consistent with proper operation of the
project, the Licenses shall allow the public free a