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Exhibit No. (RG-9HC) 
Page 34 of 125 

EXHIBIT A 

PROJECT DEVELOPMENT ASSETS 

Meteorological 

• T'I.'O (2) 50 m NRG meteorological towers and associated sensor and data logging 
equipment 

o Met Tower 319 inslalled 6/1312005 
o Met Tower 320 installed 6/1512005 

• Wind Oata from meteorological towers 
o MetTower 319 30 months of dala from 121112005 to 9/3012006 
o Met Tower 320 30 months of dala from 91112005 to 12131 /2006 
o Met Tower 303 57 months of dolo from 3/3012003 to 12131 /2006 
o Met Tower 207 (Data sel as purchased from EnXco, tower decommissioned) 
o Met Tower 208 (Data set as purchased from EnXco. tower decommissioned) 

• Wind Resource Assessment Report and Draft layout prepared by RAM Associates, 
dated January 10, 2006 

• Wind Resource Assessment updated analysis results as emailed from RAM Associates, 
dated January 10, 2007 

Transmission 

• Interconnection Facilities Study Agreement for Whiskey Ridge Power Project, by and 
between Whiskey Ridge Power Partners, LLC, and Pugel Sound Energy, Inc., dated 
02108/07 

• Finallnterconneclion System Impact Slu::Iy, Whiskey Ridge Wind Power Project, 
prepared by Pugel Sound Energy, Inc., dated 10/26/06 

• System Impact Study Agreement between Pugel Sound Energy, Inc., and Whiskey Ridge 
Power Partners, llC, dated 3/20/06 

• Whiskey Ridge Wind Power Project. Application for Interconnection, submitted to Puget 
Sound Energy, Inc. by Whiskey Ridge Power Partners LLC, dated 9/21 /05 

Real Property Agreements 

• Title Commitment for American Minerals & Land Corp, Effective 11128/07 Part 1 and 2 

• Memorandum of Option and Real Estate Purchase and Sale Agreement between 
American Minerals and Land Corporation and Land Development and Promotion 
services, Inc. and Zilk.ha Renewable Energy LLC, dated 02116/05 

• Agreement between Caurus Power Inc., Zilkha Renewable Energy Northwest I, llC, and 
Zilkha Renewable Energy, LLC, conferring rights of aSSignment to Purchase Option 
dated 2/16/05, executed 217105 

IVR APA EXHtBIT A Dmft Ot 1408 (Dll .doc ton 



Exhibit No. (RG-9HC) 
Page 35 of 125 

• Option and Real Estate Purchase and Sale Agreement, between American Minerals and 
Land Corporation and Land Promotion SelVices, Inc. (collectively Optionor) and Zilkha 
Renewable Energy llC (Optionee), for 1400 acres, dated 2116/05 

• Easement Agreement, dated September 30, 2005 between Horizon Wind Energy. LLC 
and Puget Sound Energy, Inc. (recorded in the Kittitas County Auditor/Recorder's Office 
CIS Documtml No. 200510060044) 

• Adjacenl Project Agreemenl daled Seplember 30, 2005 between Horizon Wind Energy, 
LLC and Puget Sound Energy, Inc. (recorded in the Kittitas County Auditor/Recorder's 
Office os Document No. 2005100600-' 

Permits 

• Federal Aviation Administration (FAA) Determination of No Hazard to Air Navigation, 
Aeronautical Study No. 2007·ANM· 584·0E through 2007.ANM·604·0E, dated 3/22107 

Stud ies/Surveys 

• Wildlife and Habitat Baseline Study for the Whiskey Ridge Wind Power Project, DRAFT, 
prepared by WEST, Inc., for Whiskey Ridge Power Partners , llC, dated 5107 

• Wildlife and Habitat Baseline Study Addendum summarizing findings of WR Bat Study 
prepared by WEST, In(;" Z007 

• Draft Cultural Survey Report prepared by Lithic Analyst October 05 

• Supplemental Cultural Survey Report prepared by lithic Analyst July 05 

Miscellaneous 

• Stoel Rives memo addressing the permiting of WR under amendment to the WH EFSEC SCA 
and County Development Agreement 

• Whiskey Ridge Wind Power Project. Preliminary Layout, dated 8/28107 

• Federal Aviation Administration Coordinates and lighting Scheme Filed for Whiskey Ridge, 
dated 02052007 

IVR APA EXHIBIT A Omft 011408 (Ol).doc 2 on 



Legend 

• t,Wdhor$e Turbinel 

Wild horse and Whiskey Ridge Expansion o 8M,SOO 3,200 4,800 6,400 
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+ PUGET SOUND ENERGY 

MEMORA 'DUM 

DATE: Jannary 30, 2008 

TO: Roger Garratt 
C' hri.ct Bevil 

FROM : Aliza Seelig, Cara Gudger, Jim Elsea 

SU BJ ECT: Wi ld Horse Expansion Preliminary Economic Findings 

PSE is considering the expansion of (he Wild Horse Wind project by acquiring developmellt rights and land assets 
for HorLwn's Whiskey Ridge Wind project in Kittitas County. In preparation for the decision to acquire the 
development project. the Resource Acquisition analytic (C,UIl conducted PSM analyses \0 identify relative economic 
r:lI1kings orthe Wild Horse Expansion Projcct in rcl:nion 10 the other renewable propos.1ls Iha! Resource 
Acquisition is either actively negotiating or analyzing. TIlt current PSM model uses resource assumptions 
consistent willi the eompnny's 2007 IRP. Tlle ronowing r:prcsent the key preliminmy conclusions: 

Kev Findings 

• Wild Horse Expansion ranks in the middle rangeor renewu ble projects. 
• Two higher range propo~.ls do not h:'\'e finn prices :md these projcct benefits arc likely to erode. 
• Changes in capacity raclOr resulting rrom wind resource analysis and final turbine selection and siting 

aITect the projcct capacity ractor and economics. 
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Ranking: When compared [0 seven other proposals. the Wild Horse Expansion projcct economics ranked 
among the middle muge projects. All projccts fall inlo three ranges: high. middle and low. The high range 
dcsign:ncs those projects that :lIthe lime oflhc analysis nrc clearly economic in both Ihe portfolio benefit and 
the benefit nllios. The middle range is reserved for those propos.1[s that arc sensitive 10 various economic 
anributcs. such as c:lpiml COSI or capaci ty f.1ctor. Project economics here arc either slighlly bellcr than br~lk 
evclI analysis when compared [0 generic resource costs or dose to the break even poi nt. Finally. projects in the 
low range arc distin guished by negati ve ponfolio bcll~1i1 tllld bcncfil mtios. Although projccts Illay havc a 
pos iti ve benefit or a negative benefit in this analysis. t is the relative rankings of projects that arc mOSt 
signilicam; :ts model assumptions arc upd;lIcd , the Ie\el ofponfolio bencfit for illI projects will changc, 

Negotiation Ululate: Resourcc Acquisition i~prsuing :1_1 ro'ects th,u arc Tanked in the high lllld 
middle ranges. Howcvcr. ncgotiations for tl~PPA and PPA arc proving to be difficult and 
may nOt be cxecu\:Ible at the prices analY.l.ed. 

Clll )lI cit~· FlIl·tor Sensit ivity: The two projectS in the middle range - Wild Horse Expansion and __ 
illustrate how uncertainties ill wind project net capacity factors affect the economics. A thorough wind resource 
analysis conducted by RAM & Associates predicts tlutthe Wild Horse Expansion cap:lcity factor will be 
approximatcly_ PSE asked GEe to briefly review the analysis. This second-opinion is important as 
developed win~ects in the region arc currently e>.pcriencing lower PSO cnJXlcity fllCtOrs than originally 
forecasted. As a result. GEC uses hi gl~l~ loss factors than other consultlll1lS and recommended that PSE 
usc a capacity factor of approx imately~EC is alrrcnt~ a more thorough analysis and will 
respond shortly. PS E wou ld also like 5Ccond opinion onth~ap"ci ty factor. similnr to the Wild 
Horsc Expansion. In thc mcantimc. wc dccidcd to usc a capacity factor GEe forcrastcd fo~uring 
its 2005 RFP Wind Resource Stlldy. However, until fnal tIIrbine selections and sitings arc m:tde :tnd wind 
resource analyses arc compJcted. projcct cronol11ics will fluclu:tte 10:1 degree. 

PI'ojecl Benefits and Risks 

The analYlic le;'lm recommends lhc pursuit ofprojecls witb rank ings in both lhe high in middle range. The 
followi ng lable di scusses lhe pros and co ns associated wilh c.1ch project. 
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Nex t Stens 

• Update Ponrolio Screening Model for 2008 RFP assumptions 
• Monitor projcct economics 
• Continue (0 pursue economic projcc15 

The Resource Planning .tnd Acquisition teams arc in the process of updating P$M assumptions for the 2008 RFP. 
One update 10 P$M for the RFP incorporales new wind and combined cycle capita l COSI assullIptions. Ancr the 
IRP. the team hired ION consiliting to provide a forecast of cnpilnl costs for wind plants :\nd combined cycle gas 
plants because recenl wind bids were showing mpidly escalating wind project costs. The elmn below compares 
ION's wind cnpit:11 cost forecast wilh the 2007 IRP capita ' cost asslLmptions. We cxpccllhallhc change in the 
assumptions willnol affect the relativc rankings ofthc prcposals show :Ibovc. Howcvcr. 1I is likcly that thc lcvcl of 
portrolio benefit will change. Additionally. the tcam will continue to monitor the Wild Horse Expllilsion project 
cconomics ag:linst proposa ls from thc RFP. 
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• PUGET SOUND ENERGY MEMORANDUM 

0: Wild Horse Expansion File ~VALUATION GROUP: Environmental I Permitting 

ROM. Scoll Williams PATE: January 30, 2008 

eelion 1: Summary of Findings for Area of Review 

This memo summarizes the permitting strategy and prospects for the Wild Horse Expansion (aka, Whiskey 
Ridge) project. PSE proposes to undertake permitting of the project. Mosl important site studies have been 
completed, and there doesn't appear to be any insurmruntable opposition. Nevertheless, there is a chance that 
the permits could (a) not be issued or (b) be appealed. 

It is proposed to permit the project as an expansion of Wild Horse. The process, therefore, would be to amend 
the existing site certificate issued for Wild Horse by EFSEC. This process would be Similar in steps required to 
those for the Wild Horse project. A contested case hearing results in a recommendation from the EFSEC 
Council to the Governor. Preparation of a Supplemental EIS also would be required. Much of the background 
information completed for Wild Horse would be applicable to this project. One difference in the process is that 
EFSEC now allows completion of the EIS by the applicant's consultant and it will be completed prior to the 
adjudication. This is a better and likely less expensive option than was undertaken for Wild Horse where the 
EIS was completed by EFSEC's consultant and wasn't finalized until after the recommendation . 

An amendment to the Development Agreement entered into with Kittitas County would be required. The 
County has passed an overlay encouraging wind in the eastern part of the County , which includes Wild Horse 
and the expansion site. The County has indicated in preliminary discussions that amendment of the agreement 
should not be problematic from their perspective. The process would be to have preliminary discussions with 
County staff to reach agreement on the content of the amended agreement. Then the amendment will be 
placed on the schedule with the Board of county Commissioners. This should be done as ea~y as possible in 
the permit process. Conditions of the amended agreement are expected to be very similar to the terms of the 
existing agreement . 

It is expected that permitting would take approximately nine months to complete from the time of submittal 
assuming no appeals. 
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ection 2: Stakeholders 

The primary stakeholders are listed below. These are the parties who could most likely either make permitting 
the project more burdensome andJor appeal the permit once issued. 

Washington Slate Department of Fish and Wildlife . The expansion site and Wild Horse are primarily shrub 
steppe Ilabitat, wlliel) is State Priority Habitat. WDFW is thererore very concerned about the alllount or 
disturbance created by the projects. We should expect to be required to place underground cables adjacent to 
roads and 10 take other measures to minimize the footprint of the projects. Sage grouse are a State threatened 
species that has recently been discovered nesting on the Wild Horse site. We have mel with WOFW on this 
issue and are preparing additional information on sager grouse use of the site . 

WOFW also now owns most of the surrounding land around the expansion site. They will most likely have an 
interest in expanding public access to these areas through the Wild horse site and the expansion site. A State 
Green Dot Road (public access road) runs through a portion of the site (see Real Estate discussion). A public 
process for access to these lands is to begin shortly. we intend to participate in this process. 

We have a meeting scheduled with WDFW staff on February 121t1 to discuss al1 of their interests in the project. 
We intend to leverage the very positive relationship de'leloped through the Wild Horse project to work through 
issues on the expansion. 

Friends of Wildlife and Wind Power (Robert Kruse). MI. Kruse's family owns property near the Columbia River 
east of the project. His group was an intervener in the EFSEC proceeding for the Wild Horse project. Horizon 
settled with the group. The settlement agreement was inherited by PSE when we closed on the project. Mr. 
Kruse has continued to be very active in the Technical AdviSOry Committee and other activities at Wild Horse. 
His primary interests seem to be related to minimizing public use of the lands north of the Renewable Energy 
Center 

This past summer, Mr. Kruse sent letters to a wide ranging group indicating his belief that PSE was not 
irlttmdillg tu tIUIlUf' uur OOl11l1litl11ellt Iu put ct oollselVcttiull ectSe1l1ellt ill place Ull tile Wild Hurse site. The letl~ls 
resulted in discussion about our progress on the easement at an EFSEC Council meeting. PSE is currently 
working with WDFW on the easement and he has not intervened since. Mr. Kruse has engaged land use 
attorney David Bricklin. 

The strategy for Mr. Kruse is to engage him in the WDFW public access process and for PSE to reach early 
agreement with WOFW on issues of concern to them. Absent WOFW support , Mr. Kruse has limited 
effectiveness. 

Audubon Society. Members of the Kittitas County Chapter have opposed al1 wind projects in the County 
including Wild Horse. The local chapter is divided on support for wind farms. The State office has been 
generally supportive of wind energy in areas that are not considered important bird areas. We intend to 
leverage our contacts with the State office to minimize the local chapter. 
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• PUGET SOUND ENERGY MEMOooNDUM 

0: Wild Horse Expansion File ~VALUATION GROUP: Real Estate 

ROM. Kurt Krebs pATE. January 30, 2008 

IT' ~ S - ~ ~ 

The Whiskey Ridge project will be constructed on approx~es of land that will be purchased 
nd owned by Puget Sound Energy. The purchase price is All purchased lands are contiguous 
o each other andior existing property owned by PSE as part of the Wild Horse wind project. The property is 
~urdened with various exceptions to litle, however, none of the exceptions, except for an existing Surface Use 
~g:eement, as discussed below, are deemed to be problematic for PSE's intended use. An ALTA survey of the 

hiskey Ridge property has been completed and reviewed by PSE. As a result of the lack of previous SUivey 
ecords in this area along with existing snow levels, the surveyor was not able to verify the northeast comer of 

pne section of land. While future survey work may be col1missioned to verify property dimensions within 
~ection 9, no adverse impacts to PSE's intended planning or ultimate use are anticipated. 

S ss ss 

f'ccess to the eastern portion of the proposed wind project and turbine locations was intended to be via an 
xisling road on lands owned by the Washington State Department of Fish and Wildlife (WOFW). Additional 

nvestigations, however, determined that the acquisition of the necessary access easement rights over WOFW 
~Uld require both state and federal approvals; such process and required approvals could take in excess of 
pne year to finalize . Significant topographical challenges limit alternative access routes. Project development 

ecisions will need to be made and will dictate decision making on gaining access to the eastern portions of the 
project and turbine development. Additionally, oil, gas and mineral rights have been conveyed to a limited 
partnership identified as SWEPI, LP. While the granted rights set forth limiting conditions so as to not interfere 
~ith the proposed wind project, the entity is authorized to, among other things , construct employee housing and 
pther building structures subject to setback requirements (500' from existing turbines, 100' from electrical, 
pommunication or transmission facilities. According to Horizon, no pursuit of the oil , gas or minerals have been 
made to date. Finally, the phase I environmental assessment related to the property proposed to be purchased 
~y PSE will be available for review by Feb. 1, 2008. No detrimental findings are expected but a review of the 
eport remains as an outstanding issue. 

M N ~S 

~~hedU1ing of the proposed property closing schedule aoo mechanics are currently being finalized . Confirmation 
pf the title company's willingness to issue the requested title policy. based on the recently finalized ALTA survey, 
emains as an issue that needs to be resolved, The closhg of the real estate portion of the Whiskey Ridge 

project is on trace for successful completion with the time frames set forth in the Option and Real Estate 
Purchase and Sale Agreement. 

R EDACTED 

V ERSION 
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• PUGET SOUND ENERGY MEMORANDUM 

0: Wild Horse Expansion File ~VALUATION GROUP: Merchant Transmission 

ROM. Jason Yedinak PATE: January 17, 2008 

ummury of Findings: Interconnection 

p~erview : The 40 MW project will interconnect to the existing Wild Horse substation al230 kV. A new sUbstation 
foyil! be built adjacent to the Wild Horse sub. A 45 MVA transformer will used to step-up the two 34.5 kV feeder 
ircuits to 230 kV. The 34.5 kV bus will have both a main and aux tie to the Wild Horse 34.5 kV bus. The main tie 
lIows the project to continue operation if the transformer is out of service, and the aux tie enables the turbines 

o be back fed in the event of a T·line outage. Control system and protocol will utilize the existing control house 
nd Vestas Online SCADA. Pending the harmonics study, two 6 MVAR capacitor banks will provide voltage 
upport and be controlled by the Wild Horse DVAR syslem. 

fontracts: Horizon currently has a 40 MW interconnection request with Puget Transmission, GI #5, for this 
project. Puget's Resource Integration department is working with both Puget Transmission and Horizon on this 
equest to ensure that the assumptions for the Interconnection Facility study are correct and utilize existing 

fuget equipment. The interconnection request will be assigned to Puget per the Asset Purchase Agreement. 

umma of Findin s: Transmission 

pverview: The existing 230 kV Wild Horse - Wind Ridge transmission line has sufficient capacity to support the 
putpu! of both Wild Horse and Whiskey Ridge. Puget Nelwork Transmission carries the power from Wild Horse 
o Wind Ridge , and then East to GPUO's Wanapum Switchyard, transferring across to SPA's Vantage substation 

pn the MID-C. Power does not flow West of Wind Ridge substation due to constraints on the small 115 kV IP 
iM. SPA tmnsmissiOr'l is utilized to deliver the power from Vantage across the Cascades to Puget's system. 

Fontracts: Puget Merdlant has request from Puget Transmission 40 MW of network transmission from Wild 
borse to SPA's Vantage Substation. This request is expected to be granted. GPUO is increasing Puget's 
n-ransfer Agreement to 284 (2801) MW across the Wanapum Switchyard. This allows for the net output of both 
rind projects plus an additional 14 (101) MW for lnfill projects . SPA has sent a letter of approval for GPUO to 
ncrease the Transfer Agreement, contingent that this project will participate in Dispatchers' Standing Order 
OSO) No. 342, to maintain system conditions within acceptable reliability limits. OSO No. 342 is an interim 

pperatlng procedure 10 be used by SPA, PSE and GCPUD until the transmission system Is sufficiently 
einforced. Transmission reinforcements include rebuilding 9 miles of the Vantage-Midway 230 kV line. expected 
o be completed by 2011 . 

1Nheeling the power from the MIO-C bock to Puget's system will utilize existing 650 MW Cross-Coscodes 
ransmission rights , and an addilional150 MW PTP firm lransmission has been requested from SPA. 
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• PUGET SOUND ENERGY MEMORANDUM 

0: Wild Horse Expansion File ~VALUATION GROUP: Community Relation 

ROM. Brian Lenz PATE: 212812008 

eelion 1: Summary of Findings for Area of Review 

Community Relations issues for this project appear to minimal. Support continues for the Wild Horse project 
n general. The majority of community groups that supported the original project will support the expansion. Tax 
penefilS are appearing in April 2008 and Ihe KittiJas Schcol District has been exloling the virtures of the projeci 

nd hoping for more. In interviewing the County planning director the proposal was well received in concept, 
lnee it falls in the Commissioner approved wind overlay zone. Minimal opposition has been identified, same 
roups to those who opposed or intervined in the original application are expected to again. 

ection 2: Risk Assessment 

~ey issue with the opposition group friends of Wind and Wildlife , WDFW and the seasonal cabin owners will be 
he access to the area on PSE roads some groups wanting more and some less access allowed. PSE has had 
oed results this season with most public users of the site . 

ection 3: Mitigation/Next Ste s 

mptement the PSE Wind Communication Plan 
Formalize announcement of the project 
~egin meeting with the stakeholders 
~tilize the Renewable Energy Center for stakeholder meetings 
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• PUGET SOUND ENERGY MEMORANDUM 

0: Wild Horse Expansion File ~VALUATION GROUP: Construct_bilily 

ROM. Brian Doughty pATE. January 29, 2008 (Rev. B) 

Section 1: Discussion Points Overview 

The Wild Horse Expansion project will benefit from inteeration into existing infrastructure, and the existing 
adjacent PSE O&M facilities. In the abig pjcture~ this ex:>ansion of Wild Horse is literally that. and therefore 
eminently possible . However each site brings with it specific issues and challenges which must be examined 
and budgeted before deciding to proceed. The observations provided below are intended only to ensure these 
items are considered. 

Section 2: Substation 

1) The project substation has been conceived as a single bay, constructed just west of the existing Wild 
Horse Substation. This land was cleared, graded and graveled for use as storage and laydown and so 
was previously disturbed under the Wild Horse construction project. Conventional pad foundations will 
be adequate to support the equi pmenl. 

2) In order to export the power from 20 Vestas V·€O machines the 34.5/230kV transformer should be 
approx. 27/35/45 MVA. The existing transformers at Wild Horse are rated 78/104/130 MVA indicating 
that full output is only achieved when both sets :>f fans are operating. The current indications are that a 
27/35145 MVA transformer will cost about ,,'M and have a lead time of 16-18 months. The 
estimated cost of the Wild Horse Expansion Substation based on preliminary information is $3.9MM. 

3) In order to have the Wild Horse Expansion transformer installed and able to supply back feed power to 
support turbine commissioning in 3rd OTR 2009 the transformer needs to be ordered 1 It OTR 2008. 

4) The existing Wild Horse transformers are not a class that PSE carries elsewhere within its system and 
therefore no spares exist. In the event of a major failure 50% of Wild Horse could be off-line for more 
the 16-18 months replacement time. If the Wild Horse Expansion transformer were sized identical to 
the existing Wild Horse units, then under a worst case scenario, the Wild Horse Expansion transformer 
could be utilized to replace a failed Wild Horse transformer, thus reducing the potential lost generation 
from 120 MW to 40 MW. There would also be commonality in spare parts. 

5) The additional cost of buying a larger transformer than required for Wild Horse Expansion would have 
to be considered , but lead time would be about the same. 

6) The Wild Horse Expansion Substation should be designed 50 that it is connected to the Wild Horse 
Substation by bus work at both 230kV and 34.SkV levels. with appropriate disconnect switches. If 
transmission voltage is lost for an extended penod, emergency generation at 34.SkV to backfeed the V· 
80 units al Wild Horse could also supply the Wik::l Horse Expansion units. 

7) PSE Communications has indicated that there is sufficient space within the existing racks in the Control 
Building so we don't need a separate Control Building, although we may need weatherproof external 
marshalling cabinets . 

R EI)ACTEI) 

Vr.RSION 
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Section 3: Electrical Collection System 

8) The two circuits that are currently shown as being installed along the western side of the disturbed area 
along the Jeep Road through the Pines area wil be problematic in terms of securing agreement from 
WDFW. Underthe Wild Horse project we instaned three (3) circuits to the west of this road and four (4) 
circuits to the east at an average spacing of 20 ft between circui ts. This was an area of great concern 
for WDFW previously and !!ley will resist any furUler areas of disturbance within tile Wild Horse site 
boundary. 

9) We can address this WDFW concern by installing the two Wild Horse Expansion circuits within the 
existing road width for the section of road within the Wild Horse site boundary . This has logistic 
implications and requires early procurement of cable to be able to install it before equipment deliveries 
commence. We also need 10 pick a weather window as this seclion of road is susceptible to moisture. 
In addition this requires coordination with Wild Horse Operations as road access to turbines in Rows M, 
N, O. E. F. O. J. G, H and I would be disrupted for a period of time. 

10) We do not want an agreement to install collection system cables in the road through the Pines area to 
be applied generally throughout the Wild Horse Expansion development. In general we expect to 
install cable alongside access roads. 

Section 4: Roads 

11) The early road layout documents provided by t-brizon have a number of shortcomings. Firstly roads in 
Section 9 cross areas of WOFW land for which no easement or access provisions have been 
negotiated. PSE Real Estate indicates it could '.ake a year or more to get a decision out of WOFW and 
it is by no means certain that they would grant t"e required access provisions. We can either abandon 
turbines E1 , E2, F1 and F2 and avoid the road issue, or design a new a more difficult road layout that 
remains wholly within the PSE purchased land. Such a revise road layout would cling to the sides of 
steep hills similar to the existing Jeep Road between the REC and the Wild Horse Substation. 
Because of the steep gradients on either side 0 ' Ine road we will be forced to locate the underground 
cables serving these four turbines under the road , creating schedule and access considerations. 
Possible to construct certainly as we showed wlh the Jeep Road. but a major scar and impact on the 
landscape. 

12) The Horizon road layout also extends beyond the northern boundary of Section 8 into areas for which 
no lease, easement or access provisions have been negotiated. This road layout will need to be 
changed to stay within the Section 8 boundaries. No particular difficulties are associated with this 
change. 

13) The Real Estate deal includes a surface land agreement thai requires further examination bul could 
prevent PSE from opening up local quarry areas to mine and crush aggregate for road building. This 
agreement apparently does not apply to Section 8, so it may be possibte to avoid this limitation if 
suitable aggregates can be mined from Section 8 and permits granted to locate a crushing and 
screening plant in that area. At this time we have no geotechnical information to know whether or not a 
suitable quarry site can be found in Section 8. A site batch plant would not suffer from this same 
limitation because imported aggregates will be used for structural concrete. Section 8 is bounded to 
Ihe north and west by several smaller land parcels several of which are understood 10 have cabins. 
Initial indications are the nearest cabin may be 0.85 miles away from the project, so fugitive dust and 
visible intrusions may be an issue. 
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section 5: Proposed Meta Property Purchase 

14) The narrow strip of Metta land across Section lS is not suitable for expansion of Turbine rows MG- and 
'H', Turbine GI is located at approximate elevation 3175 ft and is already on the edge of a very steep 
slope to the north. The road accessing location G1 is already at the 12% maximum gradient that the 
heavy haul equipment can negotiate. There is no practical location further north for another turbine. 
Turbine H1 is in a similar situation on the edge of a steep slope with the access road already at a 12% 
gradient. The slope increases in steepness as 'IOU move north into this Mena land, If this strip of land 
has to be part of the -deal- then maybe it can be used for some environmental or conservation purpose 
a1 a later date. 

15) The portion of Metta property adjacent to the SE comer of Section 23 is adjacent to -Restricted Area 
#1 · understood to be of Religious/Cultural signilicance to Native Americans. A detailed survey would 
be required to determine if locating a turbine in :his area, or using this area 10 access a turbine sited on 
the Wild Horse property is feasible, This area ~as not studied as part of the lithic analysis conducted 
for Wild Horse and therefore it would be unwise to assume we can site a turbine in that area. If this 
strip of land has to be part of the Kdeal~ then maybe it can be used for some environmental or 
conservation purpose at a later date, 
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MEMORANDUM 

Da te: July 17,2007 

To: Scon Wi ll iams 
Chris tine Phi lipps 

F r om: Cathy Yu 

Re: Accounting for Wind Power Projeci Developmenl Costs 

This memo add resses the account ing treatment for development costs for a wind power 
project that PSE is expected to develop_ These development costs are categorized in fi ve 
phases: prospecting. site acquis ition, detai led site feasib ility penn itt ing. and construction. 
Costs include direct expenses such as consulti ng fees, legal fees, and equi pment costs as 
well as indi rect expenses such as PSE's staff time spent on the project. Costs incurred 
before the construct ion phase are at risk as a project may not proceed to construc tion, 
either because the wind resource is not adequate or because a permi t cannot be obtained. 

Authoritati ve G uidance 
Genera lly Accepted Accounting Principles (GAAP) literature genera lly does not SUppOI1 
capita li zing preliminary investigation pre-acquisition or due diligence costs when 
researching new capital asset additions. Capitalizat ion creates an asset, and FAS B 
Concept Statement NO.7 Paragraph 172 states: 

"FlIllIrc economic bcncfil ;05 Ihc essence oj all assel ... . An assel has the capacily 10 
sen/e Ihe emilY by being exclwuged for somethillg else ojvoille 10 Ihe emity, by being 
IIsed ID pl'odllce something o/I'nllle ID Ihe emily. 01' by being used ID sellle ils 
liabililies . .. 

Pre-acqu isition costs related to rea l estate project might be capitalized if certain criteria 
are met. SFAS No. 67 (SFAS 67) , Accounting fo r Costs and Initi a l Rental Operations of 
Rea l Estate Projects, define pre-acquisi tion costs as "costs related to a property that are 
incurred for the express purpose of, but prior to, obtaining that property." Examples of 
pre-acquisitions costs may be costs of surve}'ing, zoning or traffic studies, or payments to 
obta in an opti on on the property. 

SF AS 67, paragraph 4, states that pre-(Icljuisithm co~ts sh(lll be capit(llize,1 if 111/ of the 
fo l/owing cmulitiolls flre m et lIIul otherwise !J"/l(tll be charged to expense liS incllrre,/: 

a. The costs are directly identi fiab le wi th the specific property . 
b. The costs would be capitalized if the property were already acquired. 
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c. Acquisition of the property or or an option to acq ui re the property is prtJhllble. 

SF AS 67 requires that, except for purchase options, no costs can be cap itali zed that are 
incurred before the acq uisition of the property becomes "probable". Capitalized pre
acquisit ion costs shall be included as project cost's upon the acquis ition of the property or 
shall be charged to expense when it is probable that the property w ill not be acquired 
(SFAS 67, paragraph 5). 

EITF 97- 11 provides accounting for internal costs for identi fy ing and acquiring rea l 
estate projects. EITF 97-1 1 Slates that intermit (:osls o/pre-(lcqu;:o,itim, activities incurred 
in connection with the acquisition of a prope~y that will be classified as non-operating at 
the date of acqui sition lhat are (Urcclly identifitthle w ith the acq ui red property and that 
were incurred subsequent to the time that acquisition of that specific property was 
considered probllble should be capitalized as pan of the cost of that acq ui sition. 

AlCPA's Statement of Position (SOP) 98-5, Reponing on the Costs of Start-Up 
Acti vities, requi res that costs of start-up acti vities, illc lud ing organization costs, be 
expensed as incurred. Conclus ion in the SOP are based in part on the fact that slart-up 
costs are not specifically ident ifiab le as assets, have indeterminate li ves, are inherent in a 
cont inu ing business , and are related to an enterpri se as a whole. Start-up are defined 
broadly in the SOP as those one-time acti vit ies related to, for instance, opening a new 
fac ility, or commencing some new operation. The SOP specifies that cos ts of acquiring 
or constructing long-lived assets and gening them ready for their intended uses are 
excluded. As the Wind Project is a long-lived asset, thus, SOP 98-5 does not appl y. 

Costs Assoc iated \Vilh the \Vind Develol>ment Project 

Prospecting Stage 
This stage includes the locat ion of potential sites . Acti vities include researching wind 
potential, potential transmission solutions, and likelihood of successful permitting, 
property ownership, building relat ionships with land owners, and visiting si tes. Costs 
include expenses such as trave l, eonsuhant fees for preliminary wind resource 
assessments, and internal costs such as time spelll on the project by Resource 
Acquisition/ Resource Integration/Real Estate/Community Relatiolls staff. 

Costs incurred in thi s stage should be expensed as thi s stage invo lves researching 
potential sites and thus costs fail to meet the "direct ly identi fiab le" a nd "acquisition of 
the property is probable" conditions for capitalizing per SF AS No. 67, paragraph 4. 

Site Acquisition 
I f the wind resource, transmiss ion, and permitting are promising, and landowners are 
wi Iling, the next step is to tie up the land in the rOrnl or leases. These leases typically 
include signing fees and minimum ren t payments. 

Costs incurred in thi s stage include direct costs such as legal fees for preparation and 
review of leases. survey and titl e work , travel and signing fees and rent. Costs a lso 
include PSE staff time spen t on the project. 
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We should assess whether the project is probable in tenns of obtain ing board approval , 
obtaining leases and permit, and obtain ing resources for the project. After we have 
de'lemlined that the project is probable, direct costs incurred in thi s stage shall be 
capiwlized except for lease payments for land or bui ld ings, as they meet the three 
conditions for capita li zing per SFAS No. 67. IIHernal costs shall also be capitalized per 
EITF 97-11 , if the construction of the project is probable. Note however, that the 
capitalized costs should be expensed ifit is no longer probable that the property will be 
acquired. 

Accounting for lease payments would depend on whethe r the lease is an operating lease 
or capital lease based on the criteria set in SFAS No. 13, paragraplt 7. The four criteria 
are: 
:I; automatic transfer of title 
• 
• 

• 

bargain purcl13se opt ion 
lease term equa ls or exceeds 75% of remain ing estimated economic li fe of leased 
propeny 
present va lue of min imum lease payments equals or exceeds 90% of the excess of fai r 
val ue of fair value of leased propeny over any re lated investment tax credit retained 
by the lessor 

I f the lease meets any of the above criteria, the lease should be considered a capita l lease. 
Otherwise, the lease is an operating lease, and FSP FAS 13- 1, Account ing for Rental 
Costs Incurred during a Constntction Period, would apply. Note: .F P 13-1 does not 
address renta l costs other than those associated wi th building and ground operati ng 
leases. 

Per FSP 13-1 , paragraph 6: "71,ere is 110 distinction be/ween/he righllo use a leased 
assel during fhe construc/ioll period alld fhe rigllllO lise Ihal assel after the constructioll 
period. Therefore, rental costs associaled wilh ground or building operaling leases Ihal 
are incurred during a cons/ruction period shall be recoglli:ed as rellla! expense. " 

Thus, lease payment incurred in th is stage shou ld be expensed for an operat ing lease, or 
capitalized for a capital lease. 

Detailed Site Feasibility 
Wind projec ts generall y require at least one full year of on-s ite wind data . This stage 
includes preliminary feasibility and environmenta l studies, as well as transmissio n and 
in terconnection studies. 

Direct costs in thi s stnge include consultant and contractor time to erect towers , monitor 
and interpret wind data, complete environmental studies and trave l. Direct costs also 
include fees and deposits associated with transmission and interconnection app lications 
and stud ies. Inte rnal costs incl ude PSE staff time spent on the project. 

Assuming that the project is detemlined to be probable, direct costs incurred in thi s stage 
sha ll be capitalized except for lease payments for land or buildings, as they meet the 
three conditions for capita li zing per SFAS No. 67. I.Hemal costs shall also be capitalized 
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per EITF 97- 11. Note however, that the capitalized costs should be expensed if it is no 
longer probable that the property will be acqui red. 

Lease payments incurred in th is stage should ei ther be expensed (for an operating lease), 
or capitalized (for a capita l lease). 

Permitting 
This stage involves co-ordination wi th appropriate authori ties, completion of site and 
environmenta l studies, preliminary engineering, preparation and submittal of the 
applications, attending hearings, community relations and corporate communications. 

Direct costs include consuhant fees for site studies, preliminary engineering, legal fees, 
travel, and printing/publicat ion costs. Internal costs include PSE staff ti me spent on the 
project. 

Direct costs incurred in this stage shall be caoi tal ized except for lease payments for land 
or buildings, as they meet the three conditions for capi talizing per SFAS No. 67. Internal 
costs that are directl y identifiable with the project shall also he capitali zed per EITF 97-
11. Note however, that the capitalized COSIS should be expensed if it is no longer 
probable that the property will be acquired. 

Lease payments incurred in th is stage should either be expensed (for an operatin g lease), 
or capitalized (for a capi ta l lease). 

Construction 
This stage in volves preparation af final design and construction plans, purchase of 
turbines and other equipment, construction of balance of plant (roads, elect'rical, etc.) and 
turb ine erection and slart-up. 

Direct costs includes consultant fees for fi nal engineering design and constntction plans, 
equipment costs for turbines, substat ion equipment, etc., and COllSlnlct ion fees for 
balance of plant work. Internal costs include PSE staff time spent on the project. 

Direct costs incurred in th is stage shall be cap ita lized, except for lease payments for land 
Or buildings . In ternal costs associated with the project shall also be capitalized. 

Lease payments incurred in this stage should either be expensed (for an operating lease), 
or capitalized (for a capi ta l lease). 

Cc: Mike Stranik 
Nata lie Hayashi 
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