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ITEM 5.  OTHER INFORMATION 
 
 
     On June 25, 1997 the Company received $81 million from the Internal Revenue 
Service ("IRS") to settle an income tax claim relating to its investment in the 
terminated nuclear project 3 of the Washington Public Power Supply System 
("WNP3"). The $81 million recovery includes $34 million in income taxes the 
Company overpaid in prior years plus $47 million in accrued interest. The 
Company had claimed that it realized a loss in 1985 relating to its $195 million 
investment in WNP3 entitling it to current tax deductions. The IRS, however, 
originally denied the Company's claim and ruled that the investment should be 
written off over 32.5 years, the term of a settlement agreement between the 
Company and the Bonneville Power Administration relating to WNP3. The Company 
disagreed with this ruling and has been pursuing a reversal for several years. 
The IRS has now agreed with the Company's position. 
 
     The Company entered into settlement agreements with the Washington 
Utilities and Transportation Commission and the Idaho Public Utilities 
Commission in 1987 and 1988 providing for the recovery through retail prices of 
approximately 60% of the Company's $195 million investment in WNP3. As a result 
of these agreements, customers have been and will continue to receive the tax 
benefits relating to the recoverable portion of WNP3 over the recovery periods 
specified in the settlement agreements. The settlement agreements resulted in a 
write-off of approximately $75 million of the Company's WNP3 investment, with 
the entire write-off charged to shareholders. 
 
     The tax recovery and related accrued interest from the IRS will flow 
through to the benefit of shareholders. The tax recovery, including the accrued 
interest, will be recorded in the second quarter and results in a $41 million 
increase in net income, or $0.74 per share. The cash will be used to fund new 
business investment, including growth opportunities in national energy markets, 
and will reduce the need for the projected issuance of long-term debt during 
1997. 
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