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EXHIBITH
FORM OF PROMISSORY NOTE

PROMISSORY NOTE

$2,500,000 ___"Washington
_____,2010

1. Promise to Pay. As Liquidated Damages under that certain Asset Purchase
Agreement (the "Asset Purchase Agreement") among Puget Sound Energy, Inc., a corporation
organized under the laws of the state of Washington, and Public Utility District No. 1 of
Jefferson County, a public utility district organized under the laws of the state of Washington,
the undersigned ("Maker") hereby promises to pay on demand to the order of
________ ("Holder") [address] in accordance with the terms hereinafter provided,
the principal amount of Two Million Five Hundred Thousand Dollars ($2,500,000), together
with interest thereon as provided in Section 3 below.

2. Payment. All payments under or pursuant to this Note shall be made on demand
in United States Dollars in immediately available funds to the Holder at the address of the Holder
first set forth above or at such other place as the Holder may designate from time to time in
writing to the Maker or by wire transfer of funds to the Holder's account, instructions for which
are attached hereto as Schedule I.

3. Default; Acceleration. If payment of this Note is not made to Holder within one
(1) business day from Holder's demand, then, at Holder's option, without notice to Maker of the
default, the entire indebtedness represented by this Note shall become immediately due and
payable. At Holder's option upon prior written notice to Maker, commencing on the date the
entire indebtedness becomes immediately due and payable, and as long as default continues, this
Note shall bear interest at the lesser of: (1) the rate of eighteen percent (18%) per annum; and
(2) the highest rate of interest permitted by applicable law.

4. Nature of Debt. Maker represents and warrants that the debt evidenced hereby
has been incurred exclusively for business and commercial purposes, and not for consumer,
personal, family or household purposes.

5. Attorneys' Fees. If any action, judicial or nonjudicial, is brought on this Note, or
if it is placed in the hands of an attorney for collection, representation or advice following any
default, then Maker shall pay all of Holder's costs and expenses in connection therewith from
that point forward, including without limitation the reasonable attorneys' fees incurred and paid
by Holder in connection herewith through any appeal or in bankruptcy.

6. Waivers. Maker, all endorsers, and all persons liable or to become liable on this
Note hereby waive presentment, demand, protest and notice of demand, protest and nonpayment,
and any defense or claim that resort must first be had to any security or to any other person, and
authorize Holder, without affecting their liability hereunder, from time to time, to renew, extend,
or change the time for payment or the other terms of this Note, to take and hold security for the
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payment of this Note, to apply any such security to such obligations as Holder may determine in
Holder's sole discretion, and to release, substitute, or add to those liable or to become liable on
this Note.

7. Governing Law. This Note shall be governed by and construed in accordance
with the laws of the State of Washington, without regard to its conflict of law rules. Maker
irrevocably consents to the jurisdiction and venue of the federal and state comis located in
Thurston County, Washington in any action or proceeding arising out of or relating to this Note
and will not commence any such action or proceeding in any other court. This provision does
not limit or impair the right of Holder to bring any action or proceeding against Maker or
Maker's property in the courts of any other jurisdiction(s) that may be proper. Maker and Holder
each represents that the consents, waivers and agreements contained in this paragraph are
knowingly, willingly and voluntarily given.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY,
EXTEND CREDIT OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT
ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.

MAKER:

By: _
Title: _
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EXHIBIT I
SITE ACCESS AGREEMENT

Site Access Agreement
(Permit No. )

THIS SITE ACCESS AGREEMENT (hereinafter "Permit") is made this day of
_______, 2010 (the "Effective Date") by and between PUGET SOUND ENERGY,
INC., a Washington corporation ("PSE") and Public Utility District No.1 of Jefferson County, a
public utility district organized under the laws of the state of Washington ("Permittee").

WHEREAS, PSE and Permittee entered into that certain Asset Purchase Agreement,
dated (the "APA"), providing for Permittee's purchase of certain Assets
more particularly described in the APA;

WHEREAS, PSE desires to provide Permittee access to one or more such Assets in order
to undertake Phase II Environmental Assessments in accordance with the APA; and

WHEREAS, PSE and Permittee desire to cooperate as to the scheduling and undertaking
of such Phase II Environmental Assessment in accordance with Section 2.9 of the APA, on the
terms and conditions as more particularly described in this Permit.

NOW THEREFORE, subject to the terms and conditions of this Permit, PSE hereby
grants permission to Permittee to enter upon the following described real property (the
"Property):

[Insert description ofreal property where the
Phase II Environmental Assessment will occur]

The Property is situated in Jefferson County, Washington

1. Term. The term of this Permit shall commence on the Effective Date, and unless
terminated prior to such date, and shall end on [date].

2. Permittee's Use of Property is Limited. Permittee's use of the Property is
limited to such activities that are reasonably necessary to undertake a Phase II Environmental
Assessment upon the Property in accordance with ASTM Standard E1903 - 97(2002) (the
"Permitted Activities"). The Permitted Activities may include soil and ground water sampling,
excavation, drilling, boring and similar activities involving the physical disturbance of the
Property.

3. Limitations on Use. Except as provided in paragraph 2 above, Permittee shall
not enter upon the Property or make any use thereof. Without limiting the generality of the
foregoing:

3.1 Permittee shall, at all times, undertake the Permitted Activities in a
manner so as to prevent bodily harm to persons (whomsoever) and damage to property
(whatsoever). Precautionary measures shall include, without limitation, reasonable site security
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measures (e.g., fencing, signage, lighting, security guards as appropriate) necessary to prevent
access to the Property during such times as the Permitted Activities may cause the Property to be
in an unsafe condition. Permittee shall at all times comply with any and all laws, rules,
regulations and ordinances applicable to the Property and the Permitted Activities.

3.2 Permittee shall, at all times, undertake Permitted Activities in a manner
that does not disturb, interfere with, or otherwise impair the safe, continuous and reliable
operation ofPSE's electrical system. Without limiting the generality of the foregoing, Permittee
shall at all times (i) conduct the Permitted Activities so as to maintain legal and safe clearances
from PSE's electrical system; (ii) take all prudent precautions to ensure that no persons or
property come into contact with PSE's electrical system; and (iii) conduct the Permitted
Activities so as to maintain an access corridor along and across the Property to PSE's electrical
system sufficient to allow the free passage of all equipment, vehicles and personnel as may be
necessary for the maintenance, repair and replacement of PSE's electrical system. If, at any time,
the Permitted Activities shall disturb, interfere with or otherwise impair the safe, continuous and
reliable operation ofPSE's electrical system, Permittee shall immediately cease and discontinue
such Permitted Activities. If Permittee anticipates that Permitted Activities may disturb,
interfere with or otherwise impair the safe, continuous and reliable operation of PSE's electrical
system, Permittee shall request in writing, not less than fourteen (14) days in advance of the date
required, that PSE take such action with respect to its electrical system as is necessary to
accommodate such Permitted Activities. PSE may elect to accommodate such Permitted
Activities in response to such request; provided, however: (i) all costs and expenses incurred by
PSE thereby shall be reimbursed to PSE upon demand, and (ii) PSE may refuse any or all such
requests or may discontinue actions undertaken in response to such requests, as PSE, in its sole
discretion, may choose.

3.3 Permittee shall not cause or permit any equipment, supplies, vehicles or
other items to be kept or stored upon the Property. Permittee shall at all times keep the Property
clear of all rubbish, refuse and other debris associated with the Permitted Activities. Upon
completion of the Permitted Activities that may disturb the surface or subsurface of the Property
(or any improvements thereon), Permittee shall remove any property which Permittee has placed
upon the Property and restore the Property (and any improvements thereon) to a condition as
good or better than the condition the Property (or such improvements) was in prior to such
disturbance. If and to the extent Permittee may cause any excavations of the Property, such
excavations shall be done and completed with the highest degree of care so as not to disturb or
impair the structural integrity of PSE's electrical system. Permittee shall undertake the Permitted
Activities in a manner to ensure the safe, orderly and regular drainage of surface waters.

3.4 Permittee shall promptly pay (and secure the discharge of any liens against
the Property asserted by) all persons and entities furnishing any labor, equipment, services,
supplies, materials or other items in connection with the Permitted Activities.

3.5 Permittee shall designate in writing an authorized representative who shall
be present at the Property at all times during the course of any Permitted Activities that may
physically disturb the Property or any improvements thereon. Such authorized representative
shall be so designated prior to the commencement of the Permitted Activities requiring the
presence of an authorized representative. The authorized representative shall have authority to
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act on Permittee's behalf. Upon PSE's request, Permittee will provide PSE (without cost) copies
of all tests, studies, surveys, drawings or other documents prepared in connection with Permitted
Activities.

4. Indemnity. Permittee agrees to release, defend (with counsel acceptable to PSE),
indemnify and hold PSE, PSE's directors, officers, employees, agents, servants and
representatives (and the respective successors and assigns of each of the foregoing) (collectively,
"PSE Indemnitees") harmless from and against any and all claims, liens, demands, actions, costs,
losses, expenses, harm, damages and liability (including, but not limited to, attorneys' fees) of
any kind or character asserted or arising directly or indirectly from, on account of, or in
connection with: (a) Permittee's exercise of (or failure to exercise) the rights, benefits and
privileges granted to Permittee by this Permit, or (b) the acts or omissions of Permittee (and
Permittee's agents, servants, employees, consultants, contractors, subcontractors (of any tier),
representatives, licensees, invitees or visitors), including, without limitation, any contribution to
or exacerbation of any environmental condition in or upon the Property. To the fullest extent
permitted by applicable law, Permittee's obligation to so release, defend, indemnify and hold
PSE harmless shall apply regardless of the negligence or strict liability of the PSE Indemnitees;
provided, however, (a) nothing herein shall require Permittee to indemnify PSE Indemnitees for
damages arising out of bodily injury to persons or damage to property caused by or resulting
from the sole negligence of the PSE Indemnitees, and (b) in the event such damages for bodily
injury to persons or damage to property is caused by the concurrent negligence of the Permittee
and the PSE Indemnitees, then Permittee's obligation to indemnify is enforceable only to the
extent of Permittee's negligence. Without limiting the generality of the foregoing, Permittee
hereby waives any immunity, defense or other protection that may be afforded by any workers'
compensation, industrial insurance or similar laws (including, but not limited to, the Washington
Industrial Insurance Act, Title 51 of the Revised Code of Washington).

5. Operating Property. The Property is operating property ofPSE and PSE may
use the same for the purpose of its utility business as fully as if this Permit had not been given. If
at any time PSE elects to de-energize that portion of its electrical system as may be maintained
upon the Property, Permittee shall, at PSE's request, take such action as PSE shall direct as is
necessary to enable PSE to energize its electrical system upon advance notice of one (1) hour.

6. Assignment, Termination. This Permit is not assignable and it may be
terminated by PSE at any time upon ten (10) days' written notice given to Permittee in person or
by mail. Upon termination of this Permit, Permittee shall take such action as is reasonably
necessary to restore the Property in accordance with the requirements set forth in paragraph 3.3
above.

7. Survival. The obligations imposed upon Permittee under paragraphs 3, 4, and 6
of this Permit shall survive the expiration or termination of this Permit.

8. Notice. Any notice, request, approval, designation, direction, statement or other
communication (collectively, "Notice") required or permitted to be given under this Permit shall
be in writing and shall be delivered in person or mailed, properly addressed and stamped with the
required postage to:
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PSE:

Fax: _

Permittee:

Fax:---------------

9. Miscellaneous. The invalidity or unenforceability of any provision of this Permit
shall not affect the other provisions hereof, and this Permit shall be construed in all respects as if
such invalid and unenforceable provisions were omitted. This Permit may be amended only by
an instrument in writing executed by the Parties that expressly refers to this Permit and states that
it is an amendment hereto. This Permit shall be interpreted, construed and enforced in all
respects in accordance with the laws of the State of Washington.

EXECUTED as of the date first above written.

PUBLIC UTILITY DISTRICT
No. 1 OF JEFFERSON
COUNTY

By: _
Its: _
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SCHEDULE 1.3
EXCLUDED ASSETS

The Assets to be sold to JPUD pursuant to this Agreement are described in Exhibit A. Section
2.1 (c) of the Agreement provides terms and conditions pursuant to which the Parties may make
additions and deletions to Exhibit A prior to Closing. However, for avoidance of doubt, the
following real property interests located in the Service Territory (or an improvement or fixture
located thereon) shall be excluded from Exhibit A and shall not, pursuant to Section 2.1 (c) or any
other term or condition ofthis Agreement, be identified as or deemed to be an "Asset" to be
included on Exhibit A.

1. Port Townsend Business Office: (Leasehold interest and improvements)

2. Shine Cable Station 821354005 (16-0021)
POI' of Lot 4, Sec 35, Twn 28N, R OlE Described as: Beginning at the meander corner of
the South line of said Section 35 and running thence South 84° 19' 8" West 140.5 feet
along the South line of said section; thence North 48° OS' IS" East 327.5 feet; thence
South 76° 45'30" East 138 feet, more of less, along a line approximately the center line of
a drainage ditch, to the ordinary high water line of Hood Canal; thence Southwesterly
along the said ordinary high water line of Hood Canal to the South line of Section 35;
thence South 84° 19' 08" West along the South line of said Section to the point of
beginning, comprising 0.9 acres, more ofless.

3. Shine Cable Station 821354005 (16-0039)
Beginning at the Northwest corner ofN.E. lf4 of Section 10, township 29 North, Range 1
West, running thence East 100 feet; thence South 225 feet; thence West 100 feet to
quarter section line; thence North 225 feet to the point of beginning. This tract comprises
.52 acres more or less. 2. Beginning at the Northeast corner of the Northwest lf4 of the
Northeast lf4 of Section 10, Township 29 North, Range 1 West; thence West 64 feet along
the North line of said Section; thence South 178 feet; thence East to the North and South
line between the Northeast lf4 and the Northwest lf4 of the Northeast quarter of above
Section; thence North along said line to point of beginning, containing about .25 acres. 3.
All that part of Lot 2, of Section 2, Township 27 North, Range 1 East, W.M., in Jefferson
County, Washington, lying East of he following described tract, to-wit: Beginning at the
Northwest corner of the afore said Lot 2, and running thence East on the North line of
said Lot 950 feet; thence South parallel to the West line of said lot to the meander line of
Hoods Canal; thence Westerly along said meander line to the West line of said Lot 2;
thence North along said West line to the place of beginning, containing 16 acres, more of
less. The Easterly portion of the aforesaid Lot 2 above described is known on the tax
rolls of Jefferson County, Washington, as Lot 2 ( Less Tax No.1) in Section 2,
Township 27 North, Range 1 East, and contains 7.50 acres, more of less. 4. All tide lands
of the second class, formerly owned by the State of Washington, situate in front of,
adjacent to or abutting upon that part of Lot 4, Section 35, Township 28 North, Range 1
East, W.M., measured along the meander line as follows:

Beginning at the meander corner on the South line of said Section 35 and running thence
North 61 ° East 2.35 chains and North 31 ° East 6.00 chains to the terminal point ofthis
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description, with a frontage of 8.35 lineal chains measured along the meander line
according to a certified copy of the government field notes of the survey thereof on file in
the office of the Commissioner of Public Lands at Olympia, Washington. 5. All tide land
of the second class, owned by the State of Washington, situate in front of, adj acent to or
abutting upon that portion of the government meander line described as follows:
Beginning at the meander corner to Section 2, Township 27 North, Range 1 East, of the
Willamette Meridian, and Section 35, Township 28 North, Range 1 East of the
Willamette Meridian, and running thence South 61.750 West 1.80 chains; South 81 0 West
6.20 chains to the terminal point of this description, with a frontage of 8.00 lineal chains,
measured along the meander line in front of a part of Lot 2, Section 2, Township 27
North, Range 1 East of the Willamette Meridian, according to a certified copy of the
government field notes of the survey thereof on file in the office of the Commissioner of
Public Lands at Olympia, Washington.

3. Shine Heights Cable Station 821355012 (16-0044)

Parcels 11 & 12 of Bridge View Estates, Tracts No.1, as per survey recorded in Volume
9 of Surveys, page 221, under Auditor's file No 318947, records of Jefferson County,
Washington, being a portion of the NW 1;4 oft he SE 1;4, the SW 1;4 of the SE 1;4, and the
SE 1;4 of the SE 1;4 , and the NE 1;4 of the SE 1;4 , all in Section 35, Township 28 North,
Range 1 East W.M., in Jefferson County, Washington; EXCEPT those portions
conveyed to Jefferson County by instruments recorded under Auditor's file No. 169820
and 94556; AND EXCEPT any portion lying Swly of Paradise Bay Road. Also known
as Parcel B of Jefferson County Boundary line Adjustment recorded under Jefferson
County Recording No. 405570.

4. Distribution Circuits and Associated Electrical Apparatus and Easements:

• SIL-13 (inclusive of submarine cable): South of Hood Canal
• PGA-15 (inclusive of submarine cable): South of Hood Canal

5. Shine Cable Station Aquatic Lands Lease (DNR # 51-034550)

6. Mt Blyn Communications Facility (real property and improvements)

7. Other Communications Facilities and Systems. The Assets do not include any
communication sites, towers, antenna, cables, facilities or systems in the Service
Territory that are used by PSE for communications outside of the Service Territory, nor
do the Assets include any FCC licenses to operate any radio or communication systems
or facilities in and around Jefferson County.
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(b)

SCHEDULE 2.4
CLOSING STATEMENT

General Manager
Public Utility District No.1 of Jefferson County
230 Chimacum Road
Port Hadlock WA 98339
Fax: ---------

RE: Purchase Price

This Closing Statement is being submitted pursuant to Section 2.4 of the Asset Purchase
Agreement dated , 2010 between Jefferson County Public Utility District No.1
and Puget Sound Energy, Inc.

The calculation of the Purchase Price in accordance with that Agreement is as follows:

(a) One Hundred and Three Million Dollars ($103,000,000);

Plus the additions set forth in the attached Attachment I in the aggregate
amount of Dollars ($ ); and

(c) Minus the deductions set forth in the attached Attachment II in the
aggregate amount of Dollars ($ ); for a

Final Purchase Price = Dollars ($ ----').

PUGET SOUND ENERGY, INC.

By: _
Name:
Title:
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Attachment I
to

Closing Statement

ADDITIONS TO PURCHASE PRICE
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Attachment II
to

Closing Statement

DEDUCTIONS TO PURCHASE PRICE
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SCHEDULE 3.5
COMPLIANCE WITH LAWS
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SCHEDULE 3.6
LEGAL PROCEEDINGS
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