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SUMMARY OF ANALYSIS

WHITEHORN 2&3 LEASE RENEWAL

BACKGROUND OVERVIEW

Phase II of the Whitehorn Generating Station ("Whitehom") expansion took place in 1980 with
the delivery and installation of two General Electric Frame 7E heavy-duty combustion turbines.
These turbines were designed to collectively produce approximately 150 MW of electrical capacity
(179 MW peak cold weather capacity). The expansion ("Facility") included all buildings, structures,
foundations, oil storage tanks, water treatment facilities, pipelines, improvements and facilities
located at the site; and the turbine-generators, ancillary machinery, equipment and other property,
parts, appliances, appurtenances, accessories, and miscellaneous equipment necessary for continuous
and reliable operation. '

In 1980, Puget Sound Energy ("PSE"), then Puget Sound Power & Light, entered into an
agreement with the Bank of California to sell the Whitehorn Phase II facilities and to lease the
facilities back under a net lease having a fixed term of at least 23 years. For purposes of the Sales
Agreement, the definition of Facility specifically excludes any transformers, transmission lines, or
other transmission facilities located on the Whitehorn site.

LEASE SUMMARY

In accordance with the terms set forth in the Sales Agreement, PSE entered into a Lease
Agreement with the Bank of California and other participants in May 1981. Major terms of the
Lease Agreement are given below:

¢ The original lease term was set for 22-% years, running through July 2004.

e The lease provides for calculation of semi-annual rent payments payable on February
2nd and August 2nd of each year. The payment is based on a percentage of the Lessor's
cost and adjusted over the lease term by several factors, including changes in applicable
interest rates. In the final years of the lease, the semi-annual rent payment is $2,032,380
or 4,064,760 annually.

o 'The lease provides for continuing support obligations by PSE until July 2011 to:

1) Maintain an electrical interconnection and transmission service for the term of
the lease and to provide that interconnection and service to the Lessor in the
event of expiration or termination of the lease

2) Maintain an imerconnection with offsite infrastructure to provide for the
delivery of natural gas fuel, public water for process use and fire protection, and
access to wastewater disposal.

3) To provide for Lessor operation of the Facility through the term of the support

agreements.
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The lease provides for Rights of 1st Refusal in the event that the Facility is
re-leased to a third party at the anticipated expiration of its term.

The lease agreement also provides for the following lease renewal options
and timelines:

1) Fixed Renewal Rental

.

'This option specifies that the Basic Rent shall be calculated by multiplying
the weighted average of the previous 45 rent installments by 50%. Under
this option, the fixed semi-annual rent would be $802,527 or $1,605,054
annually.

The fixed rental term shall be in multiples of 6 months
PSE and the Lessor must agree on the useful remaining life of the Facility.
To accomplish this, the lease agreement contemplates that a mutually

agreeable party will perform a life assessment study on the Facility.

The support agreements must be extended through the new remaining life
of the Facility

PSE must decide by February 2, 2003 to take this option or not.

2) Fair Market Renewal Rental

This option specifies that the Basic Rent shall be determined by the results
of a Fair Market Appraisal of the Facility. To accomplish this, the lease
agreement contemplates that a mutually agreeable party will perform an
appraisal of the Facility. A Useful Life assessment is also required.

PSE must decide by February 2, 2003 to take this option or not.

3) Lessor Proposals

[

PSEG Resources, the current Lessor, offered a hybrid approach to the
renewal outside of the renewal options contemplated in the original lease
agreement. An offer was made for both the lease reriewal and for a direct
purchase of the facility.

The Fixed Renewal Proposal offered the same weighted average Basic Rent

~ as contemplated by the Fixed Renewal Rental, but it stipulated the Useful

Life through 2016, thus, no Remaining Life assessment was required. In
addition, the proposal anticipated a 4-% year lease term extension and
required extension of the offsite infrastructure support agreements through
2016.

The Direct Purchase Proposal offered a buyout price of $26,700,000 for the
Facility, provided that the remaining lease payments of approximately

(WAG-12)
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$8,100,000 were also paid. The Direct Purchase Proposal anticipated
payment of the purchase price and remaining lease payments by January 31,
2003. The value of this option was equivalent to $236 per kW.

RESOURCE PLANNING & ECONOMICS

PEAKING CAPACITY NEEDS

Based on modeling performed during development of the PSE's Least Cost Plan, PSE's peak
resource needs are as shown in the following table. This table assumes that that Whitehorn 2&3
remain in service through the 2011 lease renewal term.

2003| 2004| 2005 2006 2007| 2008; 2009 2010{ 2011] 2012| 2013
Max. Monthly Energy.Deficit (aMW) 456| 586| 440 473| 646 668 740 768| 933 1358 1563
Normal Peak Deficit : 692 745 841 910 1271 1323] 1408 1481| 1794| 2237 2465
Residual Normal Peak Deficit 236] 159| 401] 437 625 655 668 713| 861] 879] 902
Extreme Peak Deficit 1244 1301| 1404| 1479] 1848| 1908 2001| 2081 2401} 2850 3089
Residual Extreme Peak Deficit 788| 715 964/ 1008] 1202] 1238) 1261 1313| 1468] 1492] 1526
Normal Peak Load 4625 4656 4708| 4766| 4827| 4879 4962 5015 5079) 5130 5226
Extreme Peak Load 5177] 5212| 5271| 5335 5404| 5462| 5555| 5615 5686| 5743] 5850
Extreme vs. Normal Peak Load 552| 556 563] 569 577 583 593] 600| 607 613] 624

As can be seen in the table, even after meeting winter energy deficits both PSE's residual normal
peak deficit and the residual extreme peak deficit are forecast to be increasing. Loss of the
Whitehorn 2&3 capacity in 2004 would increase the normal peak deficit by over 90% and the
extreme peak deficit by over 20%. Whitehorn 2&3 is a substantial part of PSE's peaking portfolio.
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VALUATION ANALYSIS

To assess the value of Whitehorn capacity in PSE's portfolio, three different approaches were
used. The use of multiple approaches was seen as the best way to bracket the value of this faciliry
and build a reasonable and credible valuation upon which to base the lease renewal decision.

The calculational approaches are as follows:
1) Aurora Model

The Aurora valuation assumes no change in market power price, with or without the resource.
This is equivalent to removing the resource from the portfolio, but leaving it in the region.
Removing the resource from both the portfolio and the region will impact prices slightly; however,
that small delta in price would be leveraged over a lot of market purchases, generating a different
value.

Primary
Year| Fuel Cost Cost| Fuel Usage Value
2003| $ 410 |$%  51.38 94,388 | $ (48)
2004| $ 396 (% 4983 347,036 | $ 7
2005 $ 3.96|$ 4988 | 1514209|% 526
2006| $ 401 % 5055| 2303418|$ 1,001
2007| $ 406 |$ 5122 1539440 |35 - 2,972
2008 $ 412}% 5192 | 2048670 % 3,333
2009] $ 417 (8% 5260 1,524,168 % 3,254
2010( $ 422 |% 5331] 1,500679|% 4,362
2011} $ 4281 % 5410 | 1,483820(% 4,845
2012] $ 43418 54902| 1173670 |% 5,994
2013 § 440|% 5572 934,505 | % 6,882
2014| % 447|8% 56.55 824,160 | $ 6,029
2015] $ 453 1% 5740 756,921 | § 6,072
2016| $ 459 |% 5822 1,004872|% 7,362
2017| $ 466 | $ 59.04 1,093,714 | § 8,217
2018} § 47218 59.88 693,336 | § 9,402
2019| § 478 | $ 60.73 581,417 | § 8,256
2020 $ 48518 61.61 720,667 | $ 10,591
2021} § 49118 6247 692,794 | $ 8,499
2022 § 498 |$ 63.36 587,438 | $ 10,101
2023| $ 505 | % 6427 776,345 | $ 10,106
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2) Spread Option Model
YEAR Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec TOTAL
2004 $20 $7 $19 $12 $1 $0 $83 $368 $259 $188 $91 $78 $1,127
2005 562 $14 $41 533 $10 30 $180 $788 $404 330 $158 $172| $2,193
2006 $78 $18 $64 $56 $11 $1 $266; $1,007 $592 $422 $192 $210| $2917
2007 $61 $18 $53 $54 $12 $3 $264; $1,062 $584 %414 $182 $217] $2,922
2008 $59 b17 $69 $40 $12 $5 $249| $1,083 $723 $426 $223 $214] $3,120
2009 $46 $23 $70 $28 $10 5 $183] $1,021 $682 $392 $225 $247| $2,931
2010 $52 $14 $50 $24 $14 3 $186; $1,127 $739 $369 $222 $259| §$3,060
2011 $54 $1 $50 $19 $14 $4 $213| $1,186 $782 $407 $215 $244| $3,199
2012 $57 $10 $43 330 $7 $4 $205| $1,293 $859 $385 $199 $233| $3,322
2013 $37 $15 $40 $19 $7 $4 $3011 $1,310 $839 $343 $185 $252 $3,351
2014 $38 $24 $52 $18 $6 $5 $215| $1,155 $800 $329 $180 $214] $3,035
2015 b42 $19 $57 $16 $7 $5 $218] $1,149 $780 $313 $189 $219] $3,013
20186 $48 $14 $38 $17 $9 $5 $248| $1,340 $874 $378 $180 $230! $3,379
2017 $61 $11 $44 $23 $7 $7 $381| $1,490 $971 $416 $195 $230| $3,835
2018 $41 $11 $38 $22 $7 $6 $224| $1.482 $932 $295 $150 $205| $3,411
2019 $39 $10 $37 $17 $6 $6 $288| $1,350 $849 $299 $141 $218] $3,259
2020 547 $20 $54 $15 $7 $8 $696| $1,581] $1,088 $333 5168 $210| $4,226
2021 $50 $13 $45 $14 $9 $6 $238] $1,343 $876 $322 156 $188| $3,260
2022 561 $13 $38 $14 $12 - $6 3384 $1,562 $995 5389 5143 $191  $3,810

SpreadOpt Inputs: PIRA Gas Curves, Adjusted Aurora Fiat Power Curves, 100Scenarios Volatility & Correlations

3) Portfolio Screening Model

Value of Whitehorn 2&3

Revenue| Variable Cost| Gross Margin
2004 3,688,051 3,287,916 400,136
2005 8,493,273 7,627,888 865,384
2006 12,114,250 9,818,524 2,295,726
2007 13,174,911 9,948,486 3,226,424
2008 14,532,774 | 10,283,362 4,249,412
2009 12,685,763 8,967,940 3,717,823
2010 14,273,551 8,789,635 5,483,916
2011 16,277,675 8,986,580 7,291,096
2012 14,761,890 8,006,789 6,755,100
2013 15,916,168 7,704,282 8,211,886
2014 15,325,912 7,234,840 8,091,072
2015 16,046,029 7,498,631 8,547,398
2016 16,883,753 7,412,036 9,471,716
2017 17,830,622 7,991,637 9,838,984
2018 16,480,211 7,064,292 9,415,919
2019 17,198,144 7,089,869 10,108,275
2020 19,667,480 7,514,194 12,153,286
2021 18,283,496 6,810,379 11,473,117
2022 19,325,929 6,746,999 12,578,930
2023 20,573,358 7,035,696 13,537,662
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WHITEHORN LEASE VS. PURCHASE ANALYSIS

Once the portfolio value of Whitehomn 283 had been forecast using the three approaches
referenced above, it became clear that the Portfolio Screening model and the Aurora model tended
to show very high valuations in the later years, as opposed to the Spread Option model which
showed very consistent and more conservative future valuations. Review of the base data indicated
that both the Aurora and Portfolio Screening models were predicting extremely high "needle" peaks
during the summer months and those extraordinary peaks were driving the portfolio value of
Whitehorn 2&3.

In the relevant time period, 2009 through 2016, the Spread Option analysis provided a more
stable and more conservative estimate of the portfolio value of Whitehorn, which is illustrated on the
table below. PSE chose results of the Spread Option analysis as the basis of negotiation with the
counter-parties, including discussions on buying versus leasing. Compared to the other models, the
Spread Option analysis more explicitly captures the value realized when buyers are willing to pay for
an option in anticipation that price volatility will cause the option to increase in value than the other
models.

The following chart compares the forecast valuations returned by the Aurora, Spread Option,
and Portfolio Screening models to the calculated "break-even" lease cost and purchase price for
various periods up to the year 2022, The break-even amounts were calculated based on the Spread
Option valuation and represent the highest lease payment or purchase price that could be supported.
The lease payment calculation assumes a $200,000 annual operating labor cost escalated at 2% per
year. The purchase price assumes the same labor cost and a current $27,000,000 equipment salvage
value (based on discussions with used equipment brokers) deflated at 3% per year.

Whitehorn Lease vs. Purchase Analysis

Whitehorn Portfolio Value Breakeven Acquisition Value

(Dotiars x 1000} (Dollars x 1000)
Spread portfolio Lease Cost Purchase
Year Aurora Option Screener year (Annual) 1 price
2004 S7 $1,127 $400 2004 5927 $24,511
2005 $526 $2,193 $865 2005 $1,438 $24,041
2006 $1,001 $2,917 $2,296 2006 $1,831 $24,004
2007 $2,972 $2,922 $3,226 2007 $2,027 $23,969
2008 $3,333 $3,120 $4,249 2008 $2,178 $24,040
2009 $3,254 $2,931 $3,718 2009 $2,251 $24,017
2010 $4,362 $3,060 $5,484 2010 $2,317 $24,081
2011 $4,845 $3,199 $7,291 2011 $2,380 $24,245
2012 $5,994 $3,322 $6,755 2012 $2,437 $24,489
2013 $6,882 $3,351 $8,212 .| 2013 62,485 524,765
2014 $6,029 $3,035 58,091 2014 $2,503 $24,941
2015 ) $6,072 $3,013 $8,547 2015 $2,517 $25,158
2016 $7,362 $3,379 $9,472 2016 $2,547 ) $25,447
2017 $8,217 $3,835 $9,839 2017 $2,590 §25,909
2018 $9,402 $3,411 $9,416 2018 $2,611 §26,246
2019 $8,256 $3,259 $10,108 2019 $2,624 $26,428
2020 $10,591 $4,226 $12,152 2020 $2,665 526,749
2021 $8,499 $3,260 $11,473 2021 $2,674 $26,843
2022 $10,101 3,810 §12,579 2022 $2,695 $27,058

Notes:
1) Assumes S200K annual labor cost escalated @ 2% per vear.
2) Assumes annual labor cost & $27M salvage value deflated @ 3% per year.

(WAG-12)
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This chart clearly shows that purchasing the Whitehorn 2&3 facilities at the proposed price of
$26,700,000 would not even break even until the year 2020, and if the final lease payments are added
to the acquisition cost, purchase of the facilities does not break even at all. In addition, PSE believes
that newer and more efficient power generating resources will be added to the region in the long-
term, potentially devaluing an older resources. That longer-term valuation uncertainty and the
eventuality of newer resources coming online made PSE reluctant to purchase the Whitehorn unis,
absent a substantial price reduction from the Lessor. Such discussions with the Lessor never moved

past a preliminary stage once it became clear that there was little, if any, price flexibiliry.

In addition to the modeling calculations referenced above, the following capacity carrying costs
were determined based on Portfolio Screening model data and equipment cost estimates provided by

Tenaska.
2004-2011 Carrying Cost
Technology | $/kw-yr $/kw mw
SCGT 42 441 168
Duct Firing 15 150 80
CCGT 48 645 516
WH Lease 11.70 NA 136.7

Again, the Whitehom Fixed Renewal proposal represents a high-value part of PSE's peaking

deficit solution.

With a direct purchase of the assets off the table due to the high asking price, evaluation of the
Fixed Renewal proposal was greatly simplified. As stated previously, the Lessor offered to renew the
Whitehorn facility lease for an annual payment amount of 50% X the Weighted Average of all prior
lease payments, or $1,605,054. The proposed lease term extension was 4-% years. Based on the
Spread Option portfolio valuation given above, the Fixed Renewal proposal breaks even between

_ 2005 and 2006. Based on Aurora valuations, the break-even point is between 2006 and 2007. With a
proposed term running to July 2009, the Fixed Renewal proposal represented a good value to PSE's
ratepayers and shareholders and was accepted.

(WAG-12)
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LEASE OF WHITEHOR, JNITS 2 AND 3 COMBUSTION TURBINF-SENERATING UNITS

CALCULATION OF RENT DURING A FIXED RENTAL RENEWAL

—__(WAG1)

Rent Rent Schedule | Basic
Payment Payment Rent Basic Rent Rent
No. Date (% of Lessor's Cost) Rent Differential Paid
A (B) (©)
(A)-(B)
1 8/2/1982 5.88046195% $1,660,358.75 $0.00 _ $1,660,358.75
T T2 20211983 '5.88930840% 1,662,856.56 168,604.20  1,821,460.77
3 821983 ~ 5.88930840% T 1662,856.56__ 15831345 1,821 821,170.01_
4 2211984 5.88930840% 1062.856.56  (281,966.92) _ 1,380,889.65
5 §/2/1984 ___5.88930840% 1,662,856.66__ (281,358.88)__ 1, ,387,497.68
___ 6 T 221985 B 5.88930840% __ _ 1,662.856.56 "~ 58,076.00 _  1,720,932.57
7 __Bl219ss _5.88930840% 1662,856.56  _ 57,028.58 _ _1720,785. 15
8 T2/2/1986 T5.88930840% _ _ _ _1,662,856.56 T (356,242.26)  _1,306,614.31
8 8/2/1986 ~ T588930840% 1,662, 85656 (355,177.03) 1,307,679 9.54
_ _ 1 2/2/1987 _ __ 5.88930840% | ~1.662,856.56__ (430,569.62) _1,232.2 286.94_
1 8211987 _ 5.88930840% __ 156285656 (429,051.49) _ 1,233,805.08_
12 2121988 _ ~5.88930840% __ _ 1,662,856.56 _ (427.408.10) 1,235,448.46
43 _8[2/1988 5.88930840% ___ _ 1,662,856.66 _(425,629. 14) 1,237,22742_
14 221989 5.88930840% 1.662,856.56 _ (423,703.42) ~ 1,239,153.15
~ 45 _8l211989 5,88930840% 1,662,856.66___ (421,618.82) {,241,237.75
) 2271990 5.88930840% T1,662,856.66 __ (419,362.24) 1,243,494.32_
T A7 T T 82990 5.88930840% T1,662,856.56 __ (416,919.50) T 1,245,937.07 _
18 ~ 2271991 5.88930840% T 1,662,85656__ (414,275.23) 1, ,248,581.34
_ 18 8/21991 _ _ _ 5.88930840% 156285656 (411,412.80)_ _1.251,443. 76
20 2/2]1992 T 588030840%  __ 1,662,856.56 __(_498 314.23)  _1,254,542.34_
21 T 8I2[1992 _ —£'B8030840%  __ 1,662,856.56 _ _(404,960.02) 1,257,896.54
22 2/2/1993 5.88030840% 1,662,856, 6.56 _ (401,329.10) _ 1,264, 52747 _
23 8/2/1993 6.54367600% 1,847,618 41 (397,398.62) 1,450,219.79
) 24 2/2/1994 __7.19804360% 203238025 (389,028.30) _ _1,643,351.94
25 8/2/1994 7.19804360% T 2,032,380.25 (375,851 1.87)_ 1,656,528.38
%8 2/211995 - _7.19804360% 2,032,380.25 _(361,588.38) _ 1, 670,791.87_
27 _8/2/1995 T 7.19804360% 2.032,380.25___(346,148.15) _1,686,232.10
28 _202]1996 _ _ ___ 7.19804360% 5.032,380.25 _ (329,434.10) _ 1,702,946 A4
29 8/2/1996__ 7.19804360% 5.032,380.25 __ (311,841.15) _ 1.721,038.10
%0 T2la/987 . 7.19804360% _ T 72,032,380.25_ _ (291,755.52) ,1 1,740,624.73
S 8/2/1997 "~ 7.19804360% __ _ __ _2,032,380.25 (270,554.08) _ 1,761,826.16_
ST T3 T 2/998_ _ _ 7.19804360% 5032 38005 (247,603.52) _ 1,784,776.1 6.72_
33 T §f2/1998 _ __7,19804360% _ 203238025 L (222,759.54) i 809,620.70_
34 2/2/1999 7.19804360% ~ 72.032,380.25___ (196, 96,647.10) __ 1,836,733.15
35 82999 _ 7.19804360% . _ 2,032,380.25_ _ (184,649.30) _ 1 7,847,730.95_
~ 36 27212000 7.19804360% ~3,032,380.25 __ (171,661.68)  1,860,718.87
37 8/2/2000 7.19804360% ~3032,380.25 ___ (158,842.78) _ 1,873,537. 46
i 38 T 27202001 _7.19804360% $,032,380.25_ __ (144,966.32) 1 1,887,413.92
) T82/2001 __ 7.19804360% 2.032,380.25 __ (113,988.38) _ 1,918,391.86
40 2/2/2002 7.19804360% _ _ _ 2,032,380.25 80A454.76)  1,051,02549
A — 8/2/2002 7.19804360% 2,032,380.25 (41.821.01) __ 1,090,560.24
_ 42 —2/2/2003 7.19804360% 2,032,380.25 " 0.00 _ _2,032,380.25
_ 43 8/2/2003 _ 7.19804360% 2,032,380.25 0.00 _ _2,032,380.25
_ 44 222004 _ 7.10804360% __ _ 2,032,38025 O 00 _ 2,032,380.25_
_ .4 __8/2/2004 — 7.19804360% 2,032,380.25 0,00 ~2.032,380.25
Total T 7$83,140,330.43 _($10,912,871.11) §$72,227,459.32

Minimum semiannual fixed rate renewal rent "

» Equal to $72,227,458 divided by 45 rent instaliments muttiplied by 50%.

$802,527.33
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Whitehorn Combustion Turbine Generating Units Nos. 2 and 3

Preliminary Sales Proposal

Presented by: PSEG Resources Inc.
Newark, New Jersey

Presented to: P‘uget SBund Power & Light Company
Belleview, Washington

September, 2001
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Whitehorn Combustion Turbine Generating Units Nos. 2 and 3

Preliminary Sales Proposal

introduction

PSEG Resources Inc. is the beneficiary of an owner trust (the “Owner/Lessor”) holding: a) title to
Whitehorn Units Nos. 2 and 3; b) the lessor’s interest in the Lease of Whitehorn Units Nos. 2 and
3 to Puget Sound Power & Light Company; and c) specified interests in certain Support
Agreements entered into to support operations of Whitehorn Units Nos. 2 and 3.

This memorandum presents the preliminary proposal of PSEG Resources Inc. for the termination
of the Lease of Whitehorn Units Nos. 2 and 3 and sale of Whitehorn Units Nos. 2 and 3 to Puget
Sound Power & Light Company. .

First, Whitehorn Units Nos. 2 and 3, the Lease and Support Agreements are summarily described.

Then, the essential terms of the preliminary sale proposal are outlined.

- Representative photographs of Whitehorn Units 2 and 3 are provided as an appendix to this
memorandum.
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| Description of Whitehorn Units Nos. 2 and 3
Whitehom Units Nos. 2 and 3 together form a >two unit simple cycle combustion turbine electric

generating plant with a combined peak-cold-weather rated capacity of 179 MegaWatts, fully
equipped for firing on natural gas and fuel oil, with water injection for reductlon of NOx emissions.

Maior Equipment System
Whitehorn Units Nos. 2 énd 3 are comprised of the following major equipment systems:
¢ A gas turbine generating plént consisting of the following major components:

— Two General Electric Company heavy duty combustion turbine generating units Model
Series 7001E with Serial Number 248936 and Serial Number 248937 equipped for firing on
natural gas and fuel oil with, in addition, all on-base eqmpment required for ﬁnng on
residual oil. Each unit includes the followmg major pieces of equipment:
= 1 simple cycle, single shaft combustion gas turbine and compartment
= 1 inlet housing with filtration (22 feet in height)

» 1 exhaust stack with 90 degree elbow (38 feet in height)

= 1 open ventilated synchronous generator and compartment

= |ocal controls, including advanced instrumentation for interface with operator's computer
monitoring system in 1 control compartment per unit

» excitation equipment in 1 compartment per unit
» switch gear in 1 compartment per unit

* accessory gear including lubrication system, water cooling system and starting system
in 1 compartment per unit _

= 1 fuel forwarding skid per unit
= 1 water injection skid per unit

£

— One remote supervisory control system to operate two units from a remote position (does
not include communication channel)

— One Carbon Dioxide fire suppression system

» Afuel oil system consisting of a 100,000 barrel welded steel storage tank (fixed roof) together
with foundations, piping, meters, filters, valves necessary to complete the fuel oil system
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~ « Anatural gas system consisting of regulators and valving located on the gas turbines' side of
the outlet flange, used to control flow of gas to the gas turbines

e A water treatment plant capable of producing 150 gallons per minute of demineralized water
for water injection, consisting of three pressure filters, five demineralizer vessels, one acid
storage tank, one caustic storage tank, one waste water tank, acid and caustic handling
pumps, air compressors for service and instrument air, controls, instrumentation, piping, all
enclosed in a special purpose structure

¢ A 500,000 gallon demineralized water tank

PR

~« Wastewater pumps (three) used for pumping waste wéter between sumps, tanks, ponds and
discharge (not inspected)

o Water fire suppression system consisting of yard loop system with hydrants
« A microwave security system

Equipment Name Plate Information

Equipment identification plates located in the combustion turbine compartments of each unit
rovuded the following information:

Number: 248936, 248937

Air In: 30 DEGF

ALT: OFT .

Base: Natural Gas: 82,450 KW, Distillate: 82,400 KW, Residual: 73,000 KW
Peak: Natural Gas: 89,050 KW, Distiliate: 88,950 KW, Residual: not noted
Fuel: Natural Gas, Distillate, Residual

“Turbine Exhaust Base: Natural Gas: 965 DEG F, Distillate: 962 DEG F, Residual: 882 DEG F
Turbine Exhaust Peak:  Natural Gas: 1029 DEG F, Distillate: 1026 DEG F, Residual: not noted
Pressure: 14.17 PSIA

Compressor Stages: 17

Compressor RPM: 3600 RPM

Power Turbine Stages: 3

Power Turbine RPM: 3600 RPM
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An equipment identification plate was located on the generator of Whitehorn Unit No. 2 which
conveyed the following information:

General Electric Company

Air Cooled Generator No. 316X331

2 Pole, 3 Phase Wye Conn. 60 Hertz

Total Temperature at Rating Guaranteed not to Exceed: 130 C on Armature, 130 C on Field
Maximum Cold Air Temperature: 15 C

KVA: Rating: 84000 Peak Capability: 98750
Armature Amps: ' Rating: 3933 Peak Capability: 4131
Armature Volts: Rating: 13800 Peak Capability: 13800
Field Amps: Rating: 579 Peak Capability: 602
Exciter Volts: : Rating: 375 Peak Capability: 376

' Power Factor: ' Rating: .90 Peak Capability: .90
RPM: Rating: 3,600 ~  Peak Capability: 3,600:

Location and Slte

The Whltehom Generating Station is located approximately 110 miles north of Seattle Washington
in Ferndale, Washington.

" and use in the vicinity of the Whitehormn Generating Station is largely agricultural. However, a

.arge petrochemical facility is located immediately adjacent to the plant site.

The street address of the Whitehorn Generating Station is:

~ The Whitehomn Generatlng Statlon

4570 Brown Road
Ferndale, Washington 98248
Telephone: 360-371-2822

The improved area of the plant site is substantially oversized, with ample room for expansion.

‘Natural gas and fuel oil are transported to the plant site by pipeline.

—__(WAG-1).
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Preliminary Sales Proposal

PSEG Resources Inc. wishes to discuss with Puget Sound Power & Light Company the feasibility.
and desirability of a business arrangement whereby, on or about December 31, 2001 (the
“Closing Date):

_ s The Owner/Lessor would terminate the Lease of Whitehorn Units Nos. 2 and 3;
» .The Owner/Lessor would prepay any remaining non-recourse lease debt;

« The Owner/Lessor would transfer to Puget Sound Power & Light Company all of the
Owner/Lessor's right, title and interest in and to Whitehorn Units Nos. 2 and 3 and the Support
Agreements; . , o

¢ On the Closing Date, Puget Sound Power & Light Company would pay the Owner/Lessor a
cash purchase price, net of all sales, use or transfer taxes, equal to the sum of: a) the
. remaining six installments of rent scheduled to be paid during the current term of the Lease;
and b) $27,676,055. , :

This preliminary sales proposal is presented for discussion purposes only and is not binding on
PSEG Resources Inc. or any other party. Consummation of the contemplated transaction would
be contingent upon, among other things, consent of required officers, committees or boards of

'SEG Resources Inc., satisfactory negotiation of terms of prepayment with holders of non-
recourse léase debt, and satisfactory documentation.
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