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TiiSTRUMENT OF RATIFICATION

Yhereas a Treaty between Canada and the United
States of America relating to croperative development ~f
the water rescurces «f the Columbia River Basin was signed
at Washingten, D.C. on the 17th day of January 1961 by the
duly authorized representatives of Canada and the United States

of America, which Treaty is word for word as follows: ....

The Government of Canada, having considered the
Treaty, hereby confirms and ratifies it and undertakes to
carry out the provisions set forth therein.

IN WITNESS WAEREOF this Instrument of Ratificatien
is signed and sealed by the Secretary of State for External
Affairs nf Canada.

DONE at Ottawa this day ~f
1964.

(signed).................l...l...l...

Secretary of State
for External Affairs




PAQTUCCL OF ACHi .Gl

The uadersigned, lhe Honourabl: %. jalton
Butterworth, saibassador of the United States of
dnericz to Canada, and thc ionourable Paul Hortin,
Secrctary of Stute for Lxternal fAffairs, have met
for the purpose of cxchanging tnc instruments of
ratification by their respective Governmcnts of the
Treaty between the United States of A<erica and
Canada rclating to co-opsrativec develornent ~f the
water resourccs of the Colunbla River Basin signed
at Washington on Jenuary 17, 1961,

The resrcctive instruments »f ratification
of tiie &forcsaid Treaty heving becn car:fully coapared
and found to bc in due fora, the szid cxchange took
place this day.

In witness whcrecof they aave signed the
present Protocnl of i.xchange.

D nc at Otta :a this 16th day of Septenber,
1964,

Far thne United Stetcs
of America

For Cancaa
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Ottawa, September 16, 1964.

Excellency,

I have the honour to refsr to the Treaty between Canada
and the United Statesof America relating to cooperative develorment
of the water rescurcesof the Columbia River Basin signed at
Washington on 17 Jenuary 1961, to the Protocol attached to my Note
to the Honourable Dean Rusk, Secretary of State of the United States
of America, dated 22 January 1964, and to the exchange of instruments
of ratification of the Treaty which occurred today.

I also have the honour to refer to the discuss ons which
have bear held between representativesof the Government of Canada
and of the Government of the United States of America in connection
with the exchange of Notes, dated 22 January 1964, regarding sale in
the United States of fmerica of Canada's entitlement under the
Treaty of downstream power benefits.

My Government also understands that your Government has
designated the Administrator of the Bonneville Power Administration,
Department of the Interior, and the Division Engineer, North Pacific
Division, Corps of Engineers, Department of the Army, as the United
States Entity for the purposesof Article XIV(1l) of the Treaty, and
I would inform you that the Government of Canadahas designated the
British Columbia Hydro and Power Authority, a corporation incorporated
in thw Province of British Columbia by the British Columbia Hydro
and Power Authority Act, 1954, as the Canadien Entity for the purposes
of that Article. A copy of the designation is attached hereto.

On the basis of those discussions the Government of Canada
proposes that the Canadiean Entitlement Purchase Agreement regarding
the sale in the United Statesof America of the Canadian Entitlement
under the Treaty to downstream power benefits entered into between
the British Columbia Hydro and Power Authority and the Columbia
Storage Power Exchange, the single purchaser referred to in the
attachment to your Note of Jmuary 22, 1964, relating to the terms of
the sale, a copy of wich agreement is attached hereto, be authorized
for the purposes of Article VIZI(1) of the Treaty as a disposal of
the Canadian Entitlement in the United States of America for the
period and in accordance with the other terms and provisions set out
in the Canadian Entitlement Purchase Agreement.

His Excellency,
W. Walton Butterworth,
Ambassador of the United States
of America,
Ottawa.




-2 -

My Govermment also understands that your Government
pursuant to paragraph E.5 in the attachment to Mr, Secretary Rusk's
Note of Jmuary 22, 1954, reiating to the terms of the sale, has
determined that the United States Entity shall enter into and that it
has entered into the Canadia Entitlement Exchange Agreements vhich
agreenents assure unconditionally the dsiivery for the account of the
Columbia Storage Power Exchange of an amount of power agreed between
the United States Entity and the Columbia Storage Fower Exchange to
be the equivalent of the Canadian Entitlement being sold under the
Canadien Entitlement Purchase Agreement, and that the United States
Entity has succceded to all the rights and obligations of the Columbia
Storage Power Exchange under the Caradiz Entitlement Purchase
Agreement other than the obligztion to pay the purchase price, and
further that the United States Entity has, pursuant to Article XI of
the Treaty, c-proved the use of the improved stream flow in the United
Statesof Lfmericebrought aboub by the Tieaty by entering into
Canadian Entitlement Allocgtion Agresmeants with owners of non-
Federal dams cn the Columbia River.

My Goverament also uvnderstands that the two Governments are
agreed that the Government of the United Statesof Arerica undertakes
that:

(1) So long as the Canadian Entitlement Exchange Agreements
remain in force. the United StetesEntity will perform
all the obligations of the Columbia Storage Power
Exchange unde:r ths Canadian Entitlement Purchase Agree-
ment otner then the obligation to psy the purchase price
spccified in Secticn 3 of the Canadian Entitlement
Purchase Agreenent;

(2) In the event the Canadian Entitlement is reduced as a
result of a failure on the part of thz Canadiam Entity
to comply with Secticn 4 of the Canadimn Entitlement
Purchasec .greenent and if the fal lure results other
than from wilful onission by the Canadian Entity to
fulfil itsobligations under that agreement, the
United States Eatity will. without compensation, offset
the effect of that faiinre by adjusting the operation
of the porticn of the Systern described inflep I of
paragraph 7 of Annex B of the Treaty which is in the
United Statesof Ansrica to the extent that the United
States Entity can do so without lossof energy or
capacity to that portion of the System; and

(3) If the procedure described in paragraph (2) above does
not fully offsct the effect of the fa lure, then to
the extent the entities agree thercon, an additional
offsetting adjustment in {he operation of the portion
of the Systen describedin Step I of Annex B of tha
Treaty which is in the United Statesof America and
which would result in only an encrgy loss will be made
if the Canadian Entvity delivers to the Unitecd States
Entity energy sufficient to ma%e up one half that
energy loss,




(4)

The Government

(5)

(6)

(7)

(8)
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In order to make up any reduction in the Canadian
Entitlement, vhich reduction is to be dstermined in
accordance with Section 6 of the Canadian Entitlement
Purchase Agreement., the United States Entity will cause
to be delivered trhe leash expensive capacity and energy
available and, to tre extent that it would be the least
expensive available, w:ll deliver, at the then applicable
rate schedulssof the Bormevilile Pover Adninistration,

any available surplus cavacity and energy from the United
States Fecdzral Colurbie River Systenm.

of Canada also proposss tiaat:

Contempora: eously with the exchange of ithe instruments
of ratification CSPEZ shall have paid to Canada the sum
in United States fundsof $253,929;534.25, being the
equivalent of the sui of $254,400,000 in Uaited States
funds asof October I, 156/ adjusied to September 16,
1964 abt a disccunt rate of 4Y verecnt per annmun on the
basis set oub in the Jauuary 22, 1S54 Eichange of Notes
bstween cur owo Govermments ielating to the terms of sale,
which st shall be applied towards the cost of construc-
ting the Treaty projects throngh a transfer of the sum
by Canada to she Covermnen’, of British Colvabia pursuant
to arrangements cntercd intn batween Canade ond British
Colunbia.

No modificat’on or renzval o The Canadizn Eatitlement
Purchase Agrcsument, chazll Ls cifective watil approved by

the Goverazenhs of Canada and Hhe United Statesof America,
evidenccd by an Echangzs of ioves,

The storages dsecribed in Avhicle II of the Treaty shall
be consicdered fullr operative wh=n the facilities for
such storeges ar: availeble and oublst facilities are
operables for regulating flows In eccoxzdance with the
flood control and nydroclcehric operating plans,

As soon asprcchivaile, ke CAnadian and Uailted States
Entitiecs shall. a7ree umon o progrzi fox £illing the
storage provided b 2cch of the Treaty projecus. The
£illing progran shall have the objcctive ol having the
storages deseribed in Avticls II(2){a), Article II(2)(b),
and Article II(2)(c) of the Treaty filled to the extent
that usable storage; in ths amountc provided for each
storaz~ i Sl al 1T of Ao Ty G Tt aveilble by
Septembar 1 following the cals wien vhe storage becomes
fully opcrative, and of having the storage provided by the
den described in Ariicle II{2)(c) filled to 15 million
acrc-feet by Scpteamber 1, 1975. Thicobjective shall be
roflected in ths h7droclsehiric cperating plans and shall
take into accovmt generatiug icqiinensntc at-site and
downstreen in Canndz and ihz UaitedStatces of Ancsrica to
neet loeds and ver, rimenhs for flsod ceatrol,




(9)

(10)

(12)
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In the event the United Statesof imerics becomes

entitled to compensation from Canada for loss of
downstresm power benefits; other than Canada's
entitlement to downstream ;..:cr benefits, in respect

of a breach of the otligaticn under Articls IV(6)

of the Treaty to commence full operation of a storage,
compensation payable to the United States of America
under Article XVIII(5)(a) of the Treaty chall be made

in an amount equal to 2.7 mills per kilowatt-hour

of energy, and 46 cents per kilowatt cf dependabls
capacity for each moath or fraction therecof, in United
States funds; for and in lieu of the powsr which wuld
have been forfeited under Article XVIII(5)(a) of the
Treaty if Canada's entitlement to downstream power benefits
had not been-s0ld in the Unitcd Statesof America. The
power which would have been forfeited shall be Canada's
entitlement to downstream power bencfits attributable

to the particular storege had it commenced full operation
in accordance with Article IV(6} of the Trealy and shall
consist of (1) dependable capacity for the period of
forfeiture and (2) that portion of average annual usuable
energy which would have been available during the period
of forfeiturc assuming the energy to be aveilable at a
uniform rate throughout the year, Alternatively, Canada
may, at its option, offsct the power for which compecnsation
is to be made bydlivering capacity and energy to the
Unitcd States Entity, such dslivery to be made, unless
otherwise agreed by the entities, during the period of
breach and at a uniform rate. The option for Canada to
provide power in placec of paying money shall permit
Canada to make compensation partly by supplying power and
partly by paying money, as may be mutually agreed by the
entities.

The Canadian Entity shall at reasonable intecrvals pro-
vide current reports to the United States Entity of

the progressof construction of the Treaty storages.

In thc event there is a likelikood of delsy in mseting
the complection datss sct out in Ssction 4 of the
Cenadian Entiticment Prrchase Agrcement or a delay which
willgive risc to a cldin under v :~r.~aph (9) hereof the
Canadien Entity vill advise of the probability of pover
being evdl lable to make the compensation required,

To the extent the Canadian Entity docs ntmake comperns
sation for a reduction in the Canadian Entitlement arising
as a resilt of a failure to comply with Section 4 of the
Canadian Entitlement Purchase Agrcement, Canada shallmake
such compensation and such compensation shall be accepted
in complete satisfaction of all cld ms arising out of the
failure in resmcct of the reduction in the Canadian
Entitlecment for vhich such compensation was madce




(12) For any years in vhich Canada’s Entitlement to downstream
power benefits is o 1d to Columbia Storage Power Exchange,
the United States Entity may decide the amount of the
downstream power benefits for purposescennccted with the
disposition thercof in the United States of "=merica, This
authorization, however, shall rcither affect the rights
or relieve the obligations of the Canadian and United
States Entities relating to joint activities under the
provisions of Article XIV and Annexeg A and B of the Treaty,
provided for Zn the Canadien Entitlsment FPurchase Agreement
or pursuant to paragraph (9) hereof or ‘o determinetion
of the power benefits to which Canacdeis ertitled.

(13) Any power ddivered by the Canadian Entity or by Canada
in accordance with the Canzdian Entitlement Purchase
Agreement or this Notec s2all be delivered at points of
interconnection on the Canadian-United States border
/the mutually acceptable to,"entiticso Lppropriate adjust-
ments shall be made Lo reflced transmisc on costs and
transmission losseczin the Uatied States of Arerica.

(14) Any dispute arising under the Canacian Entitlenent

Purchase Agreement, including, bui without limitation,

a dispute whethzr aay cevea?’ rcquir;r ccupensation has
occurred, the amount of corpensation & or the zaount
of any over-cdeclivery of peuor is ug"*md +0 he a alfference
under the Treat” to be settlsd il accerdance with the
provisions of Article XVI of the Yrcaty, end the parties
to the Canadian Entitlemsint Turchass Azrecment nmay aveil
thenmseclves of the ° visdiction rzecrebr coaferred.

The Governmcnt of Canada thercfore proposss vhat if
agreceable to your Government this Note togsther with jour veply thereto
constitutes an agrecment by our Goveranentc relabing to ths Treaty with
effect from the datc of the exchange of insurauentesof ratification of
the Treaty.

Accept, Excellency, the renswed essurarcss ¢f my highest con-
sidcration.

Fal

Secretary of finhte Tox
E:heczual iffairs
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CANADIAN ENTITLEIENT PURCHASE AGREEIENT

This Agreement executed this thirteenth day of August,
1964, by and between COLUMBIA STORAGE POUER EXCHANGE, a non-
profit cerporation organized under the laws of the State of

Washington, hereinafter referred to as 'CSPE™,

and
BRITISH COLUHBIA HYDRO AND POWER AUTHORITY, a
corpofation incorporated in the Province of British Columbia,
Canada, by the British Columbia Hydro and Power Authority Act,
1964, hereinafter referred to as "the Authgrity",
VHERCAS ¢
A, The Governments of the United States of America and
Canada are exchanging instruments of ratification of the Treaty
between Canada and the United States of America Relating to the
Cooperative Development of thc Water Resources of the Columbia
River Basin Signed at Washington January 17, 1961. By an
Exchange of Notes dated January 22, 1964, the two Governments
agreed upon thc terms of a Protocol with cffect from the date of
the exchange of instruments of ratification of the Treaty
aforesaid (which Treaty and Protocol are hereinafter referred
to as the "Trecaty"). |

B. Under the terms of the Treaty, Canada is




entitled to receive from the United States one half of the annual
average usable energy and one half of the dependable hydro-
electric capacity which can be realized in the United States each
year as a result of use of the improved stream flow on the
Columbia River crecated by storage to be constructed in Canada.

C. The Government of Canada and the Govermnment of British
Columbia have entered into an agreement dated 8 July, 1963, and
a supplementary agreement dated 13 January, 1964, wherein it was
agreed that all proprietary rights, title and interests arising
under the Treaty, including all rights to downstream power
benefits, belong to the Government of British Columbia, and
providing that Canada shall designate the Authority as the
Canadian Entity as provided for in Article XIV of the Treaty.
Pursuant to such agrecment Canada 1is designating the Authority
as the Canadian Entity.

D. The Authority is, by virtue of an Order in Council of the
Province of British Columbia, dated August 7, 1964, required and
authorized to exercise 2ll the rights and powers granted to the
Canadian Entity and to perform all the obligations imposed on the
Canadian Entity by the Treaty and to enter into this Agreement.

E. CSPE is incorporated with the object of purchasing

for a term of years Canada's rights to downstream
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power benefits under the Treaty and incurring indebtedness to
finance such purchase and disposing of such rights under such
arrangements as may be necessary to retire the corporate in-
debtedness and to pay the necessary expenses of CSPE inr~idental
thereto, '
F. The Governments of the United States of America

and Canada, as contemplated by Article VIII of the Treaty and
in pursuance of the Agreement of the two Governments contained
in an Exchange of Notes dated January 22, 1964, relating
thereto, are by an Exchange of Notes authorizing the disposition
for a term of years within the United States of America of
Canada's rights to downstrecam power benefits under the Treaty,
which disposition when so authorized is to be effectuated by
this ngrecment in accordance with the provisions of the Treaty
and documents supplementary thereto.

NO.W, THEREFORE, it is agreced:
SECTION 1. TERM

This [.grcement shall be effective when authorized
by the Governments of Canada and thc United States of
America by an Exchange of llotes pursmant to the Treaty and
shall terminate at midnight on March 31, 2003,
SECTION 2. CONVEYANCE.

(1) The huthority does hereby sell, assign, and

convey unto CSPE, and CSPE does hereby accept, the

entitlement of Canada, as described in article V (1) of

the Treaty, to the dovmstream power bencfits determined

-3 -
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in accordance with Article YII of the Treaty, save and
except the entitlement of Canada to the downstream power
benefits resulting from the construction or operation-
of the project referred to in article IX of the Treaty,
for the following periods of time:
(a) The benefits résulting from the storage
described in Article II(2)(c) of the Treaty
(hereinafter referred to as Duncan Lake
storage) for a peried of 30 years commencing
April 1, 1968; and
(b) The benefits resulting from the storage
described in article II(2)(b) of the Trecaty
(hereinafter referred to as arrow Lakes
storage) for a period nf 30 years commencing
April 1, 1969; and
(c) The benefits resulting from the storage
described in Article II(2)(a) of the Treaty
(hereinafter referred to as Mica Greek
storage) for a period of 30 years commencing
April 1, 1973.

(2} All of the entitlement to the downstream powcr
benefits hercby conveyed for the aforementioned periods
of time, without the reductions provided for in paragraph
7 of annex A of the Treaty in hereinafter referred to as
"The Canadian Entitlement™.,

(3) For the purpose of allocating downstrcam power

bencfits among the three Cénadian storages provided for

- -




in the Treaty between April 1, 1998, and March 31, 2003,
the percentage of downstream power benefits allocable
to each of the said storages shall be the percentage of
the total of the Canadian storages provided by that |
storage as set nut in Article II of the Trecaty.
SECTION 3. PAYMENUT BY CSPE..

Contemporaneously with the exchange of the
instruments of ratification, CSPE is causing to be paid
to Canada the sum, in United States funds, of $25L,400,000.00
as of October 1, 1964, subject to adjustment in the event
of an earlier payment thereof to the then present worth
at a discount rate of 4-1/2 percent per annum, which sum
shall be applied towards the cost of constructing the
Treaty projects through a transfer of the sum by Canada
to the Government of British Columbia pursuant to arrange-
ments entercd into between Canada and British Columbia.
The Authcrity acknowledges that the reccpt by Canada of the
said sum is consideration for all the convenants of the
authority in this [.grecment and particularly the convenants
to construct and operate the Treaty projects and is a
complete discharge of CSPE for the full purchase price
for the sale effected in Section 2 of this Agreement.
SECTION 4. COVENANTS.

1. The Authority covenants and agrces with CSPE

that it will undertake all requisite construction work

in a good and workmanlike manner and that the storages

-5 -
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described in Article II of the Treaty shall be fully

opcrative for power purposes under this Agrcement by

the following dates:

J (a) The Duncan Lake storage, 4pril 1, 19(8.
(b) The Arrow Lakes storage, April 1, 1969,
(c) The Mica Creck storage, April 1, 1973.

"o be fully operative the facilities for such storages

shall be completed to the extent that storages are avail-

able and outlet facilities are operable for regulating

flows in accordance with flood control and hydroelectric

operating plans as contemplated by the Treaty.

(2) The iuthority covenants and agrees with CSPE

that it will operate and maintain the Treaty storages in

a good and workamanlike manner and in accordance with the
provisions of the Treaty and any arrangements made
pursuant to the Trcaty and that it will not take any
action prohibited by the Treaty.

SECTION 5. FLOOD CONTROL.

Nothing in this Agrcement affects or alters the
obligations, rights, and privilecges of the entities under
the Treaty relating to operation and compensation for
flood centrol and without restricting the generality of

the foregoing, it is expressly agreed that any reduction

in generation in the United States brought about by
operation for flood control under the Trcaty or any flood
control arrangements made pursuantto the Treaty shall not

be a reduction in the Canadian Entitlement for which com-

{ -6 -




pensation is required under this Agreement,
SECTION 6, COMPENSATION.

In the event tle Canadian Entitlement is reduced
as a result of a failure to comply with Section 4 of this
Agreement: _

(1) If the failure results other than from wilful
omission by the Authority to fulfill its obligations under
this agrecement, the United States Entity has agreed that
it will, without conpensation, offset the effect of that
failure by adjusting the operation of the protion of the
systenm described in Step I of paragraph 7 of innex B of
the Treaty which is in the United States to the extent
that the United States Entity can do so without loss of
encrgy or capacity to that portion of the System. If the
foregoing procedure does not fully offset the effect of
the failure, then to the cxtent the entities agree thercon,
an additicnal offsetting adjustment in the operatien of the
portion of the system described in Step I of Annex B
of the Treaty which is in the United and which would
result in only an cnergy loss will be made if the Authority
delivers to the Unitcd States Entity energy sufficient
to make up onec half of that cnergy loss.

(2) 1If the effect of the failure is not entirely
offset by the proccdure specified in subsection (1) of
this section, the reduction in the Canadian Entitlement
shall be dcemed to be one half of the difference in

dependable hydroelectric capacity and average annual usable

-7 -




energy, ccpebls ~f bheing rroqucea bys

(2)

(v)

the Step II systecn os speeificd in duincx B
of tne ir:aty f~r tihe ycer in nich tne
roGeetion ~ceurs, using the 30 yeer stroam
flow record provided for in Scctinn & of
the Protocol, wifh 2lloronee in each of
the 30 stream flor ycurs for the effect

of thc Adjustacnt aade in following the
procedure speeificd in subsection (1) of
tnis section end

the sarc systew for that yecr +sith the
application 2f zllowance in each of the

30 strean flor yecrs for the cffects of

tae occurrcnce causing the reduction

and the depondable hydroelectric capwcity and

average cinual usable encrgy I»r the rurrose of

parazraph (b) of this suhscction shall be calculeted

on the vasis of &n operation for optimun gencration

in the United States in the light of thc offsetting

sajustacnts and in the 1lignt of the effects of the

occurrence causing the reduction.

(3) If the failure is tac result of an occurrcnce

to vhich thc procedure specificd in subscctinn (1) of

this scction is not cpplicable, tnc rcduction shall be

dcemcd to be one half of the difference in dependable

hydroclectric capacity and average annual usoble encrgy,

cepeble of being pr duced by:




(2) the Step II system as specified in Annux B
of tae rreaty for the yeur in which the
rcductisn occurs, using the 30 ycar strean
flow recerd yrovided for in Scction 8 of
the Protocol, rith no allowance for the
effcets ~f the occurrence causing the
rcauction ana

(b) the sume systémar-r that year with the
application -t allowance in each of the
30 stream flo: years for the cffects of
the occurrcnce causing tne reduction

and tne dependable hydroelcctric cepzcity and average

annual usezble energy tor tne purposcs of paragraph (b)

of tnis subsectinn shall be calculatecd on the basis

of an opcration for optimum generation in the United

States in the Light of the cffects »f the occurrence

causing the reduction.

(4) ‘The hutnority shall nuke coapensation for rcduc-
tions in tnc Cenadian Lntitleament, which :cductions are
to be deterained in accordance with subsections (2) or (3)
of this scction, in anounts cqual to the cost ~f replacing
the rcductions in the Cunadian Entitlement,

(5) Tae huthority may at its option, and in lieu of
the monctery cnapensation payable under subsectinn (4) of
this section, make conpensation by suprlying capucity and
energy in an amouat equal tn the reduction in the Canadian

Lntitlenent determincd in accordance with subsectlons (2)




or (3) of tiis section and adjusted t~ reflect transuission
costs in the United States, delivery to be aade when the
loss would ntherwise have occurrcd. The Autharity may
provide combinztions of money, caracity and encrgy thet |
azre mutually acceptable in discharge of its obligetion

tc neke compensation unuer this section.

(6) Tne Authority shall zive notice s soon as
possible after it becones apperent to it thet compensation
may be due ana will at that time indicate the aasuats eof
capaéity anda cnergy which it enticipates it will be eble
to malke availsble,

(7) The United States Lntity has agrecd that, in
order to make up any reduction in the Canadian Entitle=-
mont, it will cause to be delivered the least- expensive
capacity and cnergy wvaileble and, to the extent that it
would be the least expensive, will deliver at the then
applicable rate schedulss of the Bonneville Powrer Adainist-
ration any available surplusscapacity and energy f{rom
the United States Federal Columbis River System. The
cost of replacement referred to in subscction (4) of this
scction shall be determined as if the reduction wes in
fact made up as contemplated by the agreement rcferred
tc in thc preceding scentencee.

(8) Compensation made in accordance :rith this section
shzll be accepted cs satisfaction of 2ll clains against
the huthority with respect to thc reduction in the Cenndian

Entitlenent for whica such compensation was nade and with
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respact-tn the act or cmissicn of the Autherity fronm
Jnich tne right to sveh c-napensstion aronsc.

(9) iny ~bligation tn mitigste damages by the Ualted
Stetes Bntity, CSPE, tnc vendees «f CSPE, and the owners
of the non-Federal dams on thc Colurbia River in the
United States is satisficd by compliance with this
scction, '

(10) 1If the Canadian Entitlement Zxchange Agrcements
referred to in Section 10 are not in force, coapensation
for a reduction in the Canzdian Entitlement in accord-
ance »ith subsections (2) and (3) of this section, is
required only in respcet »~f that part of the reduction
in the Canadian Entitlcment which CSPE and its vendees
c~uld have used ana only in respect of costs that could
not have been avnided hud every reasonable effort to
mitigate been :ade by CSPE and the owners of non-Federzl
dams on the Columbia River in the United States.

Si.CTION 7, HEDUCTION CF wiZhk CalADIsN LITITLL.ZnT IN
ACCO:ibAiCL " ITH L inl.Y.

Any reduction in the Canadian Entitlencent
resulting frow acti-n tezken pursuant. t- paragrarh 7 of
annex A of the Yrcety shall be dctermined in accordance
vrith subscetinn (3) of Section 6 of this Agreement and
unlcss otherwise agreed, the Authority shall offsct the
reduction by supplying capecity and encrgy cqual to toe
reductinn, the encrgy to be supplied in cgual monthly

autoue:ts,

1l




SECTION 8. SLITL-LHT OF DISIULLS.

Any_ dispute zrising under t-is igrcement,
inciuding but without limitaticon & dispute zs t- whether
any cvent recuiring compensation has occurred, the
aarunt of coapensation due or the amnunt of any over-
dgelivery of pouvery is agrecd to be a difference under
the Treety to be ssttled in accordence with the pro i-
sirns of Article XVI of the Treaty. Any detcrmination
ol' compensation in money or power duc shall be confined
to fhc &ctual loss incurred in accordonce with the prin-
ciples contzined in Section 6 of this fgreement,

SuCTION 9, LXCHALGEB OF CAPACITY 4AunD LiuliGY.

(1) The Authority agrecs that CSPE shall have and
may cxercise the rignts «f the Autnority as the Canadian
Entity relating to the negntiatinn and conclusion with
the United States Lntity of proposals rclating to the
exchanges authorized by article VIII (2) of the ireaty
«with respect to any portion of the Canadian gntitlencnt.

(2) It is agreca that no exchange »f capacity for
encrgy or of energy {or cerecity or moaification in the
delivery of cnergy in equal amounts each month &s provided
in the %“rezty shall be taken into account in the deter-
mination of compensation to be nade by the Authority
pursuant t» this Agreement.

SLCTICH 10, isXCilAiGi» AGRLEZILLYS,
Tne Bonneville Power Administrotor acting as

the Administrator and for and on behalf of the United

12



States Entity hes by entoering int- Cencdian Lntitlenent
Exchangc Agreesients, assurcc unc-nditionally the dclivery
tn tiac vendecs »f CSPE by arpropriste exchange conatracts
of an aaunt cf rorcr agrecd betwcen the United States
Eatity snd CSPE t3 be the cquivelent »f the Cunadian
Entitlenent, and tic United States Entlity, vhile those
Asgreements cre in force, will svecced to &ll the rights

of CSPE and its vendees to rcceive the eantire CanadianA
Entiflement and all othef rights of CSFE arising f{rom

this Agrecment. CSPE thereforc instructs the Authority,
uatil other-ise notified, t~ make any coapensation

whether in power or =oney rcguired to be made by the
Authority pursuant te Section 6 or Section 7 of this
Lgreement to the United States Lntity. CSPE agrees that
any scttlenent of a claim {-r compensation or arranges-
gaent entered into pursuent to this fAgreement by the United
States Lntity shall be binding on CSPL.

SECTIONT 11, FAY TSHTS.

(1) The huthority shall pay any amount in United
Statcs fuats deterained to be due in accordance -rith the
teras nereof within thirty days of receipt ~f an inv-ice
for such anount.

(2) Sinuld the authority deliver power in excess of
tane emouant rcquircd as ecnuapensatinn, then aprropriate
ad Justments shall be made in kind or in «oney.

S_CTION 12, AFPHOV.LLS.

No modificition or rcncual of this Agrecment snall

13




be cffective

until approvzd by the Governments of Canada

end tae United States »f incrica, evidenced by an

L.xchange of liotes,

DELIV iIuS,.

Ly porer deliverced b, the Authority pursuznt

to this igrecqent shall be delivered at mutually accept-

able points of interc:nnection ~n the Canadian-United

States border. 4pjropriate adjustments shall be made

to reflect transnission costs &and transwmission losses

in the United Statese.

SEZCTION 14.
hny

delivered or

NO1ICi.S.
notices shall be in writing end shall be
maileé preraid as follows:

Colunbic Stnrasiye Power Exchange,
20 N, ilain Street
wast Wenatchoe, asnington, U.S.A,

United States dntity

c¢/o Bonnuville Power Administration
P.0. Sox 3621

Portland, Oregon 97206 ‘U.S.4.

British Colwibic. Hyaro and Pouer Authority
970 Burrard Street
Vancouver 1, 3ritish Columbia, Cznada.

or such other address as may be signified by notice to

tne others.,

I 1

1iil,.oS THEREOF, the partiss have caused this

14




Agrecment to be cxeccutcd as ~f the day and yeer first

above written.

BRILISH CoIU:s1L ITYDHG AND
PO Li AUTHCRITLY

(SLAL)
Attest
By
Chairuan
By
Secretary
(Si.4L) COIGIBIs . STORAGY, FO.IR LXCHARGE
Attest

By
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