March 29, 2010
VIA ELECTRONIC FILING

Ms. Kimberly D. Bose

Secretary

Federal Energy Regulatory Commission
888 1st St NE

Washington, DC 20426

Re:  Seattle City Light Boundary Hydroelectric Project No. 2144-038 and
Pend Oreille PUD Sullivan Creek Hydroelectric Project No. 2225-013:
Offer of Settlement; Motion to Consolidate

Dear Secretary Bose:

Pursuant to Rule 602 of the Rules of Practice and Procedure of the Federal Energy
Regulatory Commission (“Commission”), 18 C.F.R. § 385.602, the City of Seattle d/b/a
Seattle City Light (“SCL”) and Public Utility District No. 1 of Pend Oreille County,
Washington (“PUD”) are pleased to file the enclosed Offer of Settlement and Motion to
Consolidate.

The Offer of Settlement encompasses two settlement agreements — the Boundary
Hydroelectric Project Relicensing Settlement Agreement (“Boundary Settlement”) for the
relicensing of SCL’s Boundary Hydroelectric Project No. 2144; and the Sullivan Creek
Hydroelectric Project Settlement Agreement (“Sullivan Creek Settlement”) for the surrender
of the PUD’s license for the Sullivan Creek Hydroelectric Project No. 2225. These two
settlement agreements are interdependent, and therefore a Motion to Consolidate these
proceedings is also enclosed.

As described in the accompanying Joint Explanatory Statement, the Boundary Settlement and
the accompanying Proposed License Articles, if approved by the Commission without
modification, resolve among the settling parties all relicensing issues other than license
duration associated with SCL’s pending License Application for continued operation of the
Boundary Project. As further described in the Joint Explanatory Statement, the Sullivan
Creek Settlement and the accompanying Proposed License Surrender Conditions resolve
among the settling parties all issues related to surrender of the license. In addition, the
Sullivan Creek Settlement addresses the proposed conditions for a Special Use Authorization
for the continued use and occupancy of National Forest System lands by certain Sullivan
Creek Project facilities.
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These two interdependent settlement agreements represent the culmination of five years of
consultation and negotiations with state and federal resource agencies, Native American
tribes, local governments, non-governmental organizations, and members of the public under
the Commission’s Integrated Licensing Process (“ILP”) and a two-year, coordinated
mediation process involving many of the same parties relating to the license surrender. The
process has been broad-based, collaborative and representative of a wide array of stakeholder
interests. The settling parties have devoted their time and resources to develop a suite of
protection, mitigation and enhancement measures that will result in improved resource
conditions and ecological processes in the Pend Oreille River basin, and in particular the
Sullivan Creek drainage. The Proposed License Articles include provisions for fish passage,
fish and wildlife habitat enhancement and protection, water quality, fish supplementation,
recreation, cultural properties, and other matters. The Proposed License Surrender
Conditions include provisions for removal of Mill Pond Dam, related stream habitat
restoration, and construction of a cold water release facility at Sullivan Lake Dam and
Reservoir.

Attached to the Boundary and Sullivan Creek settlements are two off-license agreements
included for FERC’s information, but not approval. The Mill Pond Interlocal Agreement
(Attachment 1 to the Boundary Settlement) provides for SCL to serve as a cooperating
agency of the PUD under State law in connection with the proposed removal of Mill Pond
Dam on Sullivan Creek. Under the Cold Water Release Memorandum of Agreement
(Attachment 2 to the Boundary Settlement), SCL will provide funding to the PUD to help
pay the costs associated with construction and operation of a cold water release facility at
Sullivan Lake Dam and Reservoir to improve habitat in Sullivan Creek.

Attached to the Sullivan Creek Settlement is a third off-license agreement also included for
FERC’s information, but not approval. Under the Fisheries Management Memorandum of
Agreement between the PUD and Washington Department of Fish and Wildlife (“WDFW”)
(Attachment 3 to the Sullivan Creek Settlement), the PUD will provide financial support for
WDFW fisheries management activities in the Sullivan Creek basin.

These off-license agreements do not address SCL’s or the PUD’s obligations under the
Federal Power Act and are not subject to FERC’s jurisdiction under the Commission’s Policy
Statement on Hydropower Settlements.

SCL and the PUD, on behalf of themselves and the other settlement parties, respectfully
request that the Commission expeditiously approve the Boundary Settlement and the Sullivan
Creek Settlement without modification by issuing SCL a new license for the Boundary
Project that includes as license articles the Proposed License Articles set forth in Exhibit 1 to
the Boundary Settlement; and by issuing an order accepting the surrender of the PUD’s
license for the Sullivan Creek Project subject to the Proposed License Surrender Conditions
set forth in Appendix B to the Sullivan Creek Settlement.
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The settlement parties recognize that many of the Proposed License Articles and Proposed
License Surrender Conditions included in this filing and the issues surrounding the
relationship between the Boundary relicensing and the Sullivan Creek license surrender are
complex. Upon the request of the Commission, the settlement parties would be pleased to
schedule a technical conference with the Commission, where the parties could present an
overview of the settlement agreements and answer any questions prior to the Commission
issuing its environmental analysis addressing issuance of a new license for Boundary and
accepting surrender of the Sullivan Creek license.

Exhibit 5 to the Boundary Settlement is the Historic Properties Management Plan. Because
this document contains highly sensitive cultural resource information, SCL, pursuant to
Section 388.112 of the Commission’s regulations, hereby requests that this document be
accorded privileged and confidential treatment and placed in the Commission’s non-public
file. This cover letter and the remainder of the settlement package are public and can be
posted to E-library.

In accordance with Rule 602(d)(2), SCL and the PUD hereby notify all participants that
unless otherwise provided by the Commission, comments on the Offer of Settlement,
including both the Boundary Settlement and the Sullivan Creek Settlement, must be filed on
or before April 19, 2010, and that reply comments must be filed on or before April 28, 2010.
If you need any additional information regarding this filing, please do not hesitate to contact
the undersigned at (206) 370-7631.

Very truly yours,
K&L GATES LLP DAVIS WRIGHT TREMAINE LLP
A T dem Gyt
By
Elizabeth Thomas By

James B. Vasile
Attorneys for Public Utility District No. 1 of
Pend Oreille County

Attorneys for Seattle City Light

K&L Gates LLP

925 Fourth Avenue, Suite 2900
Seattle, WA 98104

(206) 370-7631

Davis Wright Tremaine LLP

1919 Pennsylvania Avenue, NW, Suite 200
Washington, DC 20006

(202) 973-4365

ET:Im
Enclosure
cc: Service List (attached)



Service List for P-2144-000 Seattle City Light

Contacts marked ** must be postal served

Primary Person or Counsel

Party of Record to be Served Other Contact to be Served
Jennifer Frozena
Department | |Department of the Interior
of the 911 N.E. 11th Avenue
Interior Portland, OR 97213
jennifer.frozena@bia.gov
Federal Linda Lee
Ener Federal Energy Regulatory Commission
S 888 1st St NE
guiatory Washington, DC 20426
Commission .
linda.lee@ferc.gov
Phillip Katzen Deane R Osterman, JR
KALISPEL Kanji & Katzen, PLLC Director, Natural Resources
100 S. King Street KALISPEL TRIBE OF INDIANS
TRIBE OF .
INDIANS Suite 560 1981 N LeClerc Rd
Seattle, WA 98118 Usk, WA 99180
pkatzen@kanjikatzen.com dosterman@knrd.org
Kristine Wilson
Attorney at Law
. Perkins Coie LLP
Eiz‘:‘tore'”e The PSE Building
Y 10885 NE 4th Ave., Suite 700
Bellevue, WA 98004
KRWilson@perkinscoie.com
Markham A Quehrn
Laura Merrill Perkins Coie LLP
Pend Oreille | |PO Box 5025 Suite 700
County Newport, WA 99156 10885 N.E. Fourth St
Imerrill@pendoreille.org Bellevue, WA 98004-5579
MQuehrn@perkinscoie.com
Public Utility | James B. Vasile Mark J Cauchy .
- ) . . Director, Regulatory & Environ
District No. ||Davis Wright Tremaine LLP . - L .
. Public Utility District No. 1 of Pend Oreille
1 of Pend 1919 Pennsylvania Ave NW .
. i County, Washington
Oreille Suite 200
County, Washington DC 20006 Egvx?og(rtlgv?m 99156-0190
Washington | [jimvasile@dwt.com port,

mcauchy@popud.org
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Elizabeth Thomas Jorge Carrasco
K&L Gates LLP SUPT.
Seattle City Seattle City Light
. 925 4th Ave Ste 2900
Light Seattle, WA 98104 PO Box 34023
; ! Seattle, WA 98124-4023
liz.thomas@klgates.com
**RICHARD M MERRIMAN
Thelen, Reid Contact/Addr No Longer Valid
& Priest LLP Thelen, Reid & Priest LLP

District of Columbia

USDA Forest

Kristen Bonanno
Negotiation Specialist
FOREST SERVICE

Glenn Koehn
Forest Hydropower Coordinator
UDSA Forest Service Pacific NW Region

Service PO Box 3623 765 S Main Street
Portland, OR 97208-3623 Colville, WA 99114
kbonanno@fs.fed.us gkoehn@fs.fed.us
Bill Frymire

Washington Senior Counsel
Washington Office of Attorney

Department

of Fish & | |ceneral

Wildlife PO Box 40100
Olympia, WA 98504-0100
billf@atg.wa.gov

. **Neil Wise

Washington Washington Office of Attorney

Department

of Fish &  ||ceneral

Wildlife PO Box 40100
Olympia, WA 98504-0100
Joar_1 Marchioro Dana Marcelle Mangold

. Senior Counsel -

Washington . ) 401 Cert. specialist
Washington Office of Attorney

State Department of Ecology
General

Department 4601 N. Monroe

of Ecolo PO Box 40117 Spokane, WA 99205

%" |olympia, WA 98504-0117 drpnan461’@ecv wa.gov
JoanM2@atg.wa.gov E—
Bill Frymire .

Washington ||Senior Counsel D_ouglas L F_{ob|§on .

. ) Fish & Wildlife Biologist

State Washington Office of Attorney : ) I

Washington Department of Fish and Wildlife

Department | |General .

. 2315 N. Discovery Place

of Fish and PO Box 40100 Spokane Valley, WA 99216-1566

wildlife Olympia, WA 98504-0100 P vi

billf@atg.wa.gov

robisdir@dfw.wa.gov
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Service List for P-2225-000 Public Utility District No. 1 of Pend Oreille
County, Washington

Contacts marked ** must be postal served

Primary Person or Counsel

Party of Record to be Served Other Contact to be Served
Brett Swift
. American Rivers
ﬁi”\jgr”sca” 320 SW Stark Street Suite 412
Portland, OR 97204
bswift@amrivers.org
Kevin Richard Colburn
**BROOKE DRURY National Stewardship Director
American Contact/Addr No Longer Valid American Whitewater
Whitewater | [MOUNTAINEERS, THE 1035 Van Buren St
UNITED STATES Missoula, MT 59802
kevin@amwhitewater.org
Thomas O'Keefe
PNW Stewartship Director
American American Whitewater
Whitewater | |3537 NE 87th St
Seattle, WA 98115
okeefe@amwhitewater.org
Glenn Koehn
Forest Hydropower Coordinator
FOREST FOREST SERVICE
SERVICE 765 S Main Street
Colville, WA 99114
gkoehn@fs.fed.us
Public Terry Borden Mark J Cauchy
Utility Manager, Hydro Production Director
District No. | [Public Utility District No. 1 of Pend Public Utility District No. 1 of Pend
1 of Pend Oreille County, Washington Oreille County, Washington
Oreille PO Box 547 PO Box 190
County, Ione, WA 99139-0547 Newport, WA 99156-0190
Washington| [tborden@popud.org mcauchy@popud.com
Bl:ﬁ)llt'; Jam_es Va_sile _
S Davis Wright Tremaine LLP
District No. .
1919 Pennsylvania Avenue, NW
1 of Pend i
Oreille Suite _200
Washington, DC 20006
County, jimvasile@dwt.com
Washington J *
Public John Snyder
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Utility Managing Director
District No. | |EES Consulting, Inc.
1 of Pend 570 Kirkland Way
Oreille Suite 200
County, Kirkland, WA 98033
Washington| |snyder@eesconsulting.com
Barbara J Greene
Elizabeth Thomas Strategic Advisor
Seattle City K&L Gates LLP Seattle City Light
Light 925 4th Ave Ste 2900 709 5th Avenue
Seattle, WA 98104 Suite 3205
liz.thomas@klgates.com Seattle, WA 98104
barbara.greene@seattle.gov
Jocelyn Somers
United Office of the General Counsel
States United States Department of
Department Agriculture
of 1220 SW 3rd Ave Ste 1734
Agriculture Portland, OR 97204
jocelyn.somers@usda.gov
Jocelyn Somers
E(;c’rzg‘t Ofﬂce of the General Counsel
Service Office of the General Counsel, USDA
Pacific 1220 SW 3rd Ave Ste 1734
. Portland, OR 97204
Region .
jocelyn.somers@usda.gov
Walt Dortch Director
Hydro 1405 Emens Ave N

Coordinator

Darrington, WA 982419502

Washington

**Neil Wise
Washington Office of Attorney General

DEpattmentlpo Box 40100
Wildlife Olympia, WA 98504-0100
Bill Frymire
Washington| |Senior Counsel
Department| (Washington Office of Attorney General
of Fish & PO Box 40100
Wildlife Olympia, WA 98504-0100
billf@atg.wa.gov
Washington| [Joan Marchioro **JEAN PARODI
State Senior Counsel Washington State Department of
Department| |Washington State Department of Ecology
of Ecology ||Ecology PO Box 47600
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PO Box 40117 Olympia, WA 98504-7600
Olympia, WA 98504-0117
JoanM2@atg.wa.gov
“TDENNIS BEICH Bruce F Howard
Washington \é\/caﬁlglngton State Department of Washington State Department of
State 9y Ecology
Department SUITE 200 PO Box 3727
of Ecology |[+001 N Monroe St Spokane, WA 99220-3727
Spokane, WA 99205-1265 b ! .
ruce.howard@avistacorp.com
Joan Marchioro
Washington| |Senior Counsel
State Office of Attorney General
Department| |PO Box 40117
of Ecology ||Olympia, WA 98504-0117
JoanM2@atg.wa.gov
Dana Marcelle Mangold
Washington 401 C_ert. specialist
State Washington State Department of
Department Ecology
4601 N. Monroe
of Ecology

Spokane, WA 99205
dman461@ecy.wa.gov




