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RES/PSE Wind Joint Development 
Columbia & Garfie ld County. Washington 

PS E intends to el1ter into a joint development agreement ("JDA") to acquire a ha lf 
interest in development-stage wind projects in Columbia and Garfield Counties. Our 
counterparties will be RES America Development Inc., Blue Sky Wind LLC, and RES 
America Construction Inc. (collectively, RES). These were the same parties that we 
entered into agreements with to acqu ire and construct the Hopkins Ridge wind project. 
(B lue Sky Wind LLC is the specia l purpose entity that RES has created to own 
_ rights in these Southeast Washington counties.) The purchase price is 

Development Projects 
RES has currently identified four development projects in the two cOllnties as fo llows: 

Total PSE Share 
Pro ject MW MW 
Oliphant Ridge 200 100 
Tucannon 500 250 
Kuhl Ridge 300 150 
Dutch Flats 250 125 

Tota l 1250 625 

The lDA is not limited to these four projects nor is it limited to 1,250 MW. In fact, it 
commits PSE and RES to exclusively work together in the two counties l on all future 
development for a tenn of fOUf years from date of execution. 
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Communications and Community 

Exhibit No. _ (RG- IOHC) 
Page 2 of61 

PS E and RES have worked together to create a coordinated communi ty and . . . 

• 
• 

PSE and RES have strong support in the two counties , including federal, state and local 
e lected officials, an advocacy group ("Citizens for Economic Diversity") led by the Port 
of Columbia County economic development director, local business and economic 
leaders, and participating landowners. There are opponents, principally in Columbia 
County_ They have established an organized group ca lled "Friends of Scenic Columbia 
County. They are led by Dick Ducharme, a retired Lobbyist and a member of the 
Columbia County planning commission. Other members of the opposition group are 
iso lated sma ll businesses and homeowners. 

Accounting and Regulatory T reatment 
We have worked with our Accounting and Regulatory teams to allocate the $3 1. 7S MM 
purchase pri ce across the four projects. Upon clos ing, we will create cap ita l work orders 
for each of the four projects. Ifand when projects reach commerc ial operation, the 
capitalized amounts will be recorded in plant asset accounts. Ifa project fa il s to reach 
commercial operation, we will fi le an accounting pe tition requesting amortization of the 
development expenses over a fi ve-year period. 

Page 2 
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Tax Eguitv Financing 
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Under the envisioned arrangement, PSE and RES would each own a 50% undi vided 
interest in each operating wind project. Because it is un likely that PSE will have 
suffi cient taxable income to take advantage of the production tax credits ("PTes"), we 
need to create a partnership stmcture with a pass ive tax investor to allow PSE customers 
to potentially realize the benefits of the PTCs. These partnership structures are 
commonplace in developer-owned wind projects, but the structures will li kely need to be 
modified slightly for optimal use in a regulated utili ty environment. Given that the first 
project is unlikely to come on line until 201 1 or 2012 out of thi s deve lopment program, it 
is possib le that the PTe will no 

Alternatives to JOA 
We have evaluated other altematives. We have an opponulli ty to enter into a JDA with 

_ for wind development in~ounty, Washington. Although that potential 
deal has similar benefits as the RES lDA, in that case the terms are less favorable. 
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We potent=-can purchase fully-developed wind projects; however, we would expect to 
pay from ~kW to _ kW for such developments and we are finding that such 
opportunities are limited, given the larger deve lopers ' desires for PPAs. We can enter 
into PPAs for wind projects , but lose the opportunity for rate base returns and are subject 
to market pricing and teons, which includes greater counterparty credit ri sk. Finall y we 
can explore alternative renewables. 

In fact, the RES JDA has the potential to fill a significant portion of our RPS need, but if 
we don' t enter into PPAs for the entirety of the RES-owned half of the projects, if the 
RPS requirement increases, or if greenhouse gas leg islation dictates the addi tion of more 
carbon neutral power, we have not forgone some or all of these alternatives. 

Future Board of Directors Approvals 
At this time we are entering into a binding JDA with RES. Prior to starting construction 
on any project we will need to make Final Project Approval, execute a wind turbine 
supply agreement and make necessary turbine depos its, and enter into balance of plant 
constmction agreements. We would intend to bring those approvals and agreements to 
the Board for its decision. 

Key Findings and Benefits 
We believe that entering into this IDA is the right decision for PSE for the following 
reasons: 

• It will lower project costs for renewable wind projects by avoiding the high 
developer fees associated with~ing full y-developed 

o The fee in this case is ~kW, as detemlined by 
evaluation of the deve lopment assets. 

o The "full" developer fee is in the range of _ kW to _ kW. 
• It presents a project ownership opportunity in an increasing ly PPA-driven market. 
• It provides us with a phased deve lopment and construction opportunity. 
• It allows PSE and RES to work jointly and exclusively in Columbia and Garfield 

Count i es~ including leaning on RES ' development expertise. 
• It is an opportuni ty to achieve the rights to a significant portion of our RPS 

requirement in a single transaction. 
• It provides us with access to RES Construction - an experiences project 

CQnstmctor and olle we have sllccessfu ll y worked with on Hopkins Ridge and 
Wild Horse. 
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SUMMARY OF PROPOSED WIND POWER JOINT DEVELOPMENT 
AGREEMENT ("JDA") AND RELATED PROJECT AGREEMENTS 

WITH RES AMERICA DEVELOPMENTS INC. ("RES" ) 

Note: Reflecis C/lrrellf terms; deal slIbjecllo change as a result offimher lIegotiations 
RUM.en:!) 
VERSION 



Note: Reflecis C/lrrellf terms; deal slIbjecl 10 change as a resull of filrlher lIegotiations. 
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Note: Reflecis C/lrrellf terms; deal slIbjecl lo change as a result offimher lIegotiations. 
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Joint Ownershin Agreement 

Note: Reflecis C/lrrellf terms; deal slIbjecl 10 change as a reslIlI of filrlher negotiations. 
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Construction Contract 

Note: Reflecis C/lrrellf terms; deal subjecl 10 change as a reslIlI of filrlher negotiations. 
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Operations and Maintenance Agreement 

Note: Reflecis C/lrrellf terms; deal subjecl 10 change as a reslIlI of filrlher negotiations. 

Exhibit No. _ (RG- IOHC) 
Page 39 of6 1 

RJ:OAcn :1J 
VJ:RSION 



Exhibit No. _ (RG-I OHC) 
Page 40 of6 1 

• PUGET SOUND ENERGY MEMORANDUM 

0 : RES PSE JDA "VALUATION GROUP: Community Outreach 

ROM: Anne Walsh, Brian Lenz, Andy Wappler pATE: 5120108 

ection 1: Summary of Findinos for Area of Review 

COMMUNITY OUTREACH PLAN 
The goal of the PSE/RES Joint Development Agreement (JOA) is to develop approximately 1250 megawatts of 
wind power in southeastern Washington, specifically in Columbia and Garfield counties. PSE's and RES' ability 
to build a relationship of trust and demonstrate that we are good and responsible neighbors will be crucial to 
successfully permitting and operating these projects. The key local communities are Dayton, Pomeroy and 
Starbuck. The regional communities of Walla Walla , Lewiston and the Tri-Cities are also important regarding 
larger populations in the area but are not discussed in this plan. 

To build positive community relationships and to demonstrate corporate integrit y, PSEIRES will need to 
continue being a business member of the Dayton community and expand its presence in Pomeroy and 
Starbuck as a stakeholder in local issues that involve economic diversity and environmental stewardship. 

The community outreach strategy includes five venues to communicate with the public and community leaders 
and demonstrate our commitment to economic diversity and environmental stewardship. The following 
describes each of the five venues , its purpose and minimum frequency. 

1. INFORMATION EVENTS - Open houses, tours and speaking engagements with community groups 

These informational events would occur in Dayton, Starbuck and Pomeroy with a focus on gathering input on 
peoples concerns about wind power and providing the public and community leaders opportunities to 
experience a wind farm (tour). Open houses, presentations and tours for school groups, Kiwanis, hospital staff, 
county staff, Cattleman's Association , elected officials, etc will be encouraged and provided. Experts would be 
provided for sensitive topics such as noise, wildlife and visual. A minimum of 20 such events should occur 
each year between the three local communities . 

Additionally , information to key legislative and governmental representatives would be delivered by PSE 
leadership and its State and Federal liaisons to prepare officials for the magnitude of these projects and to gain 
their support. 

2. PUBLICATIONS - Brochures , local print and radio advertising, and videos 

Publications will be used to bring project specific and general wind power information to the communities, as 
well as general information about the companies and our values. Brochures will be used to accompany 
informational events. Local print and radio advertising will encourage tours and promote local community 
events and organizations, whereby PSEIRES is promoting the local businesses that are benefiting from wind 
power. Videos will be used to explain wind power and technical issues that can be difficult to explain such as 
noise or lighting concerns. 

Brochures - A minimum of three to four different brochures each year will be needed to support tours and 
informational events. 

Print Ads - There are four local publications in the area: Dayton Chronicle , Blue Mountain News, East 
Washingtonian and the Friends and Neighbors. A minimum of one ad per month per publications is 



recommended. 
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Radio Ads ~ Radio advertising with NPR and in Walla Walla and Lewiston would be effective with a minimum of 
a six-month summer season advertisements for tours. 

Videos - A minimum of 3 videos that are designed to tackle the most discussed issues is recommended: noise, 
wildlife and lighting. These videos should have local positive testimonials woven in them. An additional video 
that provides an up tower tour would also be beneficial. 

3. LOCAL COMMUNITY EVENTS - Participate in and provide charitable contributions to the local 
Chamber of Commerce and events designed to promote economic vitality or environmental stewardship 

Rural communities host a number of events to encourage visitors to come to their town. To gain recognition as 
a community business, funding these events demonstrates a commitment to supporting the community with its 
sponsored event. 

Together the towns of Dayton, Starbuck and Pomeroy hold approximately 15 of these types of events , It is 
recommended that some level of funding be provided for each event and in each community. At least one 
event should be selected or a new one created, whereby a premier sponsorship is provided and a leadership 
role and participation is taken by the companies. 

4. COMMUNITY PROJECTS - Fund special community projects in each community 

Each community that the wind projects will be located near are small. Dayton has approximately 2500 
reSidents, Pomeroy 700 residents and Starbuck near 150 residents. With a small population there are limited 
business and financial resources to support community projects . Gratitude from the community and recognition 
for supporting local projects will generate positive relationships between these communities and the 
companies. Many of these community projects are focused on historic preservation of each town's unique 
agricultural heritage. An important theme of wind power is that it is compatible with agriculture. By helping to 
protect the past it will help pave the future of an agricultural industry that includes wind power. 

5. COMMUNITY PRESENCE - Building a presence in the community 

Short-term Presence - Wind power can be daunting. Huge machines, tales of negative impacts from 
opponents, large corporations from the "WestsideK or Great Britain. Communities are curious and they want to 
get to know more about this industry and our companies. Community leaders recognized that their region 
needs to have economic growth for the local tovms to survive the changes in agricultural practices (fewer 
people and business). They want to see and speak to someone about this new wind business and meet PSE 
and RES. It is recommended that an office be located in downtown Pomeroy. It can initially be used by visiting 
staff and consultants as office space, which will demonstrate to the community the beginning of what may 
come: positive economic impacts and more people in the community. With time the Pomeroy office can be 
manned a couple days a week by Dayton Office personnel that will participate in local business organizations 
and eventually a receptionist could be located in the office to provide a communication point between the 
community and company staff. 

ong-term Presence - With projects that may total near 1200 megawatts of power generation and 100,000 acres 
of leased private land, PSEIRES wi ll have a vested interest in the region and will be a long-time partner with the 
ocal communities. Ongoing community relationship building and maintenance will support the success of project 
operations. A Renewable Energy Center that is primarily a wind and electrical technician training center would 
alidate our commitment to the communities and provide a venue for education, learning, generate a skilled 

abor force for the new jobs these projects will bring to the region . It is recommended that a Renewable Energy 
Center that is oriented toward education and learning be funded in 2011. 



ection 2: Risk Assessment 

RISKS 
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In the state of Washington wind power projects can be permitted through two different regulatory programs: 
1. Obtain a local county conditional use permit which includes an environmental analysis under the State Policy 
Environmental Policy (SEPA) or 

Obtain a slate site certificate that is authorized by the Energy Facility Siting Council which also requires 
nvironmenlal analysis. 

Both permitting processes require public hearings that provide for community input on wind power projects. Wind 
projects that are not supported by the local community cause public relation issues by damaging a company's 
eputation and can end up in expensive lawsuits. By embracing a community early in the project process and 
aining local support the proposed project's schedules and costs can be managed with more certainty. 

The risks to the southeast Washington projects include the following: 

1. Schedule - educating the community about the project and gaining its support during the SEPA 
process can cause community resistance or the need for more detailed information which could affect project 

chedules. 

. Appeals - Both Columbia and Garfield county have developed or are in the process of developing 
Comprehensive Plan and Zoning Ordinances that provide for wind power development. During these processes 
public hearings and state agency SEPA review is required by law. If either county has missed a step or time line 

valid appeal could be made and affect the project. Likewise, when a Conditional Use Permit application is 
ubmitted to these counties the permit process could be appealed. 

. Opponent Organization is present - A group of opponents have been active in the Columbia County 
Comprehensive Plan and zoning ordinance process. The group is called uFriends of Scenic Columbia County~ 
FSCC) and is comprised of approximately 20 individuals. They raise any wind power-related issue they find on 
he internet, advertise in the local print media and participate in all public meetings and hearings. Additionally, 

one of the members is a Planning Commissioner, Dick DuCharme. 

o date the FSCC has not grown with more supporters and in fact a counter organization comprised of wind 
ower proponents has formed. It is called ~Citjzens For Economic Diversity~ (CFED). Its supporters have stead ily 
rown and their membership is recorded at 250 members to date. 

ection 3: MitiQation/Next Steps 

1. Implement the Community Outreach Plan no later than July 2008 with the following first steps: 
- Rent office space in Pomeroy, Garfield County and establish a presence in the community and maintain a 

downtown presence in Dayton, Columbia County 
• Support project proponents and landowners with information and resources to maintain community support 

with ad support, informational videos and brochures 
- Provide project benefits information to the public, key community leaders and state and federal elected 

officials with publications, tours, presentations and open houses. 
- Participate and contribute to the communities of Dayton, Starbuck and Pomeroy as a business member 

with community project funding and event sponsorships 

Participate in county government processes and community planning to develop a positive relationship with 
ommunity leaders, agency officials and the public. 

3. Support and integrate community outreach with project permitting activities. 
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Communications, Community Relations and Government Relations Plan 

Project Overview: 
$ doll ar investment 
Up to 1250 megawatts I up to 600-700 turbines @ 1.8 MW per turbine 
. years construction 

::::e:o:n~srruc tion jobs (FTE each year of construction) 
an nual royalties (est imated on annual royalty per MW) 

annual taxes (estimated on 'MW 2007 taxes paid Kitt itas & Columbia 
cos.) 

_ years operating li fetime 

Project Segments: (by projected order of pennittinglconstmction) 
Oliphant Ridge - 200 MW (Garfie ld/Columbia County) 
Tueannon Ridge - 500 MW (Columbia County) 
Kuhl Ridge- 300 MW (Garfield/Co lumbia County) 
Dutch Flats - 25 0 MW (Garfield County) 

Project Ownership: 
Joint Development Agreement of RES and PSE (50-50% development cost split) 

Existing Columbia/Garfield Wind Facilities: 
Hopkins Ridge ( 150 MW/83 turb ines) 
Marengo I + II (PaeifiCorp - 2 10 MW/ I1 7 turbines) 

R':[)Acn;[) 
Vr.RSIOl' 
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Communications, Community Relations and Government Relations Plan 

Key Messages: 

Economic Benefit 
The proposed ex pansion of the Garfi eld/Co lumbia coun ty w ind facili ti es wi ll bring 1011g
term economic stability and a new base of taxes and jobs to the communi ty. 

• Wind energy is a proven fit with the area 's traditional agricultural 
economy. 

• Wind energy wi ll bring good jobs today and for the future. 
• Wind energy will expand the tax base, bene fi tting loca l govemmelll services and 

schools. 
• Wind energy will expand the tax base, easing the tax burden on residen ts and 

small business. 
• Wind energy will give the area 's young people greater future career 

opportuni ties. 

Envi ronmental Goals 
The proposed ex pansion of the Garfie ld/Co lumbia county wind faci liti es wi ll bri ng a 
long-tenn source of clean, renewable energy to Washington state, and wi ll help bring 
energy independence and a di versity of resources to the region and the nat ion. 

• Wind energy is a proven way to meet state environmental goals. 
• Wind energy adds stab il ity and diversi ty to the state's energy resources. 
• Wind energy gives the state and our nation greater energy inde pendence. 

Private Property 
The proposed ex pansion of the Garfi eld/Columbia county wind fac ilities will allow area 
landowners to ga in the full benefit ofa new and sustainable resource from the ir property. 
with a use that is compatib le w ith exist ing agricul ture. 

• Wind energy is an exce ll ent way fo r landow ners to ga in full value from the ir 
investmems. 

• Wind energy allows landowners a proven opportun ity for gaining the benefi ts of 
a susta inable resource on the ir property. 

Process and Publi c Partic ipation 
The proposed ex pansion of the Garfi eld/Co lumbia county wind faci li ties wi ll inc lude 
publ ic partic ipation and invo lvement. to ensure that development meets communi ty 
needs. 

• The process in developing the Garfield and Columbia county projects w ill 
include public involvement so that the projects meet cOlTImunity needs. 

• Any development will fo llow local. county and state processes. 
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Communications, Community Relations and Government Relations Plan 

Audiences: 

Elected Officia ls 

Federal Officials (office localiolls): 
Senators Patty Murray & Maria Cantwe ll (Spokane and TriCities offices) 
Congressional representatives - Doc Hastings and Cathy McMorris-Rogers 

(Spokane and TriCities offices) 

Slale Officials: 
Governor Christine Gregoire & staff (Olympia) 
EFSEC Jim Luce & Jeff Tayer 
State representatives - 16th Distri ct Hewitt/Walsh/Grant 

9th Distri ct Hailey/SchoeslerlSciunick 

SIDle Officials (office locotiol/!,): 
Governor Christine Gregoire (Olympia) 
EFSEC 
State representatives - 16th Distri ct Hewiu/Walsh/Grant 

9th Distri ct Hailey/SchoeslerlSchmick 

Local Officials (office !ocations): 
Garfie ld County Commiss ion (Robanske, Jones) 
Columbia County Commission (Bunon, Klavano, Ledgerwood) 
Garfie ld County Planning Commission and Director 
Columbia County Planning Commission and Director 
Garfie ld County Board of Adjustment 
Columbia County Board of Adjustment 
Mayor and city counc il of Dayton 
Mayor and city council of Pomeroy 
Dayton Chamber of Commerce 
Pomeroy Chamber of Commerce 
Palouse Economic Development Council 
Ci ti zens for Economic Development 
Pon Distri cts 
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Communications, Community Relations and Government Relations Plan 

Audiences: 

Regulatory Agencies 

Federal Agencies (office /ocaliolls & issue~): 
Federal Aviation Administration - (flight paths) 
Corps of Engineers 
Depanment of Defense (flight paths) 
Bonneville Power Administration (S. WrightIV. Van Zandt - transmission) 
[-'arm Services Administration - (Dayton/e RP lands) 
Nat ional Resource Conservation Service - (DaytonfFarmland Management) 

SIDte Agencies (people/office /ocaliolls & issue!)): 
Department of Natural Resources CD, Sutherland/Ol ympia, Mil l JohnsonlEllensburg, 
Ryan Cloud/Pasco) 
Department of Fish & Wild li fe (Jeff Koenings/Olympia, Je fTTayerNakima {also 
EFSEC}, Travis Nelson/ Wind and Water, Mike Ritter, Tom Sherm) 
Department of Ecology (1- Manning/Olympia, Grant Pfeifer/Spokane) 
State Historic Preservation Office (Allison Brooks) 
Department of Health 
Department of Transportation 

Tribes 
Confederated Tribes of the Umat illa Indian Reservat ion (Pendleton) 
Nez Perce (Lewiston) 
'lj-jbal issues: COllcerns over hisloric alld cullllral siles 011 off-reservalioll lalld ceded by 
Ihe Iribes_ 
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Communications, Community Relations and Government Relations Plan 

Media : 

Nafional 
New York Times, Wall Street Journal , Dow Jones News Service, Reuters, Bloomberg 
Business News, Associated Press 

SIGle 

Seattle Times, Seanle P·l , Olympian, Spokane Spokesman-Review, Seattle & Spokane 
broadcast media 

Local 
Walla Walla Union-Bulletin, Yakima Hera ld, TriCities Republic, Ellensburg Dai ly 
Record, Blue Mountain News, Dayton Chronicle 
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• PUGET SOUND ENERGY MEMORANDUM 

0 : RES PSE JDA "VALUATION GROUP: Permitting & Environmental 

ROM: Larry Tornberg pATE: 5120108 

Introduction 

PSE and RES are considering four potential projects in Columbia and Garfield counties . The Tucannon project 
is located west of the existing Hopkins Ridge Project, entirely within Columbia County. The Oliphant Ridge 
Project straddles the Columbia and Garfield county line and is directly north of the Hopkins Ridge Project. Kuhl 
Ridge is primarily within Garfield County with 5 square miles of project lands in Columbia County. KR is 
located north and northeast of Oliphant Ridge. The Dutch Flats Project is located east of Hopkins Ridge and is 
located entirely within Garfield County. 

80th counties are working on amending their Comprehensive Plans and/or Zoning Codes to allow for Wind 
Resource Development. Both local governments are supportive of wind as another agricultural crop for local 
landowners with direct ta)( benefits to the county. Much of the regulatory basis for wind resource development 
comes from the Hopkins Ridge MONS (issued 11·24·2004) and the four Conditional Use Permits (issued 12· 
21·2004) which incorporate conditions of approval developed by RES and Columbia County. 

The permitting strategy is to develop one Draft Environmental Impact Statement (DE IS) indusive of all four 
projects with Garfield County as the lead agency for SEPA and Columbia County as a cooperating agency. 
Each county would then issue development permits consistent with their Comprehensive Plan and Zoning 
Code. The local processes are described below. 

Garfield County 

Comprehensive Plan 
On April 21 , 2008, Garfield County Commissioners adopted the ir 2007 Comprehensive Plan which incorporates 
a favorable renewable energy goal and objective . Most of the RES and PSE requested changes were 
incorporated. Goals with in the Utilities Element of the Camp Plan describe concepts to be used in decision· 
making. Goal 1(B) is to facilitate the provision of utilities that are environmentally sensitive , safe and reliable, 
aesthetically compatible w ith the surrounding land uses, and available at reasonable economic costs. Grant 
Morgan (Planning Director, County Engineer, and Planning Commission member) has told PSE that the 
Planning Commission considers wind turbines to be aesthetically compatible with agriculture and that the 
implementing zoning ord inance will provide for wind turbine construction based on minimum setbacks and 
standards. The inclusion of the phrase aesthetically compatible is unfortunate and is not defined by case law. 

Zoning Code 
The county is working on development regulations to permit wind energy facilities by conditional use through 
revision to Chapter 1.05 of the Zoning Code. Don Brigham, Garfield County Planning Consultant has prepared 
a new draft of the proposed zoning ordinance on May 19 following a public hearing on May 12. The county's 
goal is to seek additional public comment and finalize the zoning ordinance by July 24. The moratorium on 
wind development applications expires on July 25, 2008. 

Section 1.05.090 addresses the requirements and standards for the review and granting of conditional uses for 
Alternative Energy Facilities. A valid Conditional Use Permit (CUP) is required prior to commencing 
construction. County Road Use and Right·of·Way permits are necessary prior to road construction and a 
Build ing Permits must be obtained before foundations are prepared. 



Section 1.05.090(4) requires 24 copies of the application to include: 
• area and dimensions of the tract of land; 
• corridors within which proposed wind tower turbines will be located; 

Exhibit No. _ (RG-I OHC) 
Page490f6 1 

• number, dimensions, and area of all turbine spaces including the size of the monopole and turbine or 
generator; 

• location and dimensions of all roads and connections to county roads; 
• location of any proposed buildings i.e. operations and maintenance buildings or substations; 
• location of any existing buildings; 
• location of water, sewer or any existing gas lines; 
• a map or maps of the existing and proposed site topography including grading and drainage plans; and 
• any other applicable information as might be necessary to interpret the compliance of the plans to the 

regulations of this ordinance. 

Unique to most CUP processes, Garfield County requires the application to include a detailed socioeconomic 
impact analysis. This analysis identifies primary, secondary, positive as well as negative impacts on the 
socioeconomic environment in the area potentially affected by the project, with particular attention to the impact 
of the proposed facility on population, work force, property values, housing, health facilities and services, 
education facilities, governmental services, and the local economy_ 

The CUP application must provide evidence sufficient for the Hearing Examiner to conclude that, as 
conditioned , the Wind Energy Facility is 

• is either compatible with other uses in the surrounding area or is no more incompatible than are other 
outright permitted uses in the applicable zone; 

• will not materially endanger the health safety, and welfare of the surrounding community to an extent 
greater than that associated with other pennitted uses in the applicable zone; 

• would not cause the pedestrian and vehicular traffic in the neighborhood to an extent greater than that 
associated with other permined uses in the applicable zone; 

• will be supported by adequate service facilities and would not adversely affect public services to the 
surrounding area; and 

• is not in conflict with the goals and policies expressed in the current version of the County's 
comprehensive plan. 

The Zoning Official reviews the application of completeness after seeking comments from the County Engineer, 
Health Officer, Building Inspector and the affected utilities. 

Setbacks p.05.090(8)). The minimum setbacks for Wind Energy Towers are: 
• Urban Growth Area. Lands within the Urban Growth Area are excluded from the siting of Wind Energy 

Towers. 
• Highway 12. Setbacks along all other portions of Hwy 12 shall be Wind Energy Tower total extended 

height plus one hundred feet. 
• County Roads. Setbacks from the rights-of-way of all county paved or bituminous-surfaced roads shall 

be the total extended height of the Wind Energy Tower plus 100 feet. Setbacks from the rights-of-way 
of all county gravel or unpaved roads shall be one hundred feet from the closest blade tip of the Wind 
Energy Tower. 

• Project Area Boundary. Setbacks from Wind Energy Tower project area boundaries sha ll be the total 
extended height of the Wind Energy Tower plus one hu ndred feet, unless waived in writing by an 
affected property owner. 

• Residences. Setbacks from existing residential structures shall be a minimum of one-quarter mile or 
four times the total extended height of the Wind Energy Tower, whichever is greater. A waiver or 
consent to smaller residential setback distances shall be documented by a fully executed, notarized 
agreement by the fee ti tle owner, in a format that can be recorded so as to appear in the affected real 
property's condition of title. 

Section 1.05.090(9) lists conditions of approval for constnJction. water and water runoff, erosion, transportation , 
plants , animals, recreation, historic and cultural resources, noise and visual , health and safety, and 
decommissioning. Opponents are most likely to address visual and noise impacts. As stated above, the 
Utilities Element of the Camp Plan does require that the renewable facilities be ~aesthetically" compatible with 
other uses. The Planning Director believes that wind towers are compatible with other uses in the Agricultural 
Land Use Zone. The decision will be made by the Hearing Examiner with some possibility that this criteria 
becomes an element of developinQ case law. 
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The State of Washington regulates noise based on lime of day as well as the land use of the noise source and 
the receiver (WAC 173-60). The land use of the wind farm is industrial , which is a Class C EDNA 
(Environmental Designation for Noise Abatement), and a residence is a Class A EDNA. For a Class C EDNA 
noise source potentially im pacting a Class A EDNA receiver, the daytime limit is 60 dBA and the nighttime limit 
is 50 dBA al the receiving property. The daytime and nighttime periods are defined as 7 8.m. to 10 p.m. and 10 
p.m . to 7 8.m. For a point of reference a typical office environment has a 50 dBA sound level and a normal 
conversation has a 60 dBA sound level. 

The Hearings Examiner shall hold at least one public hearing on the application prior 10 taking action and shall , 
within 30 days of receiving the application , make a written decis ion of approval, approval with conditions, or 
disapproval. Appeals go the County Commissioners wilhin 15 days of the Hear ing Examiner decision. 
Appeals of the County Commissioner decision go to Superior Court within 15 days of the board decision. 

Columbia County 

On May 19, the Columbia County Board of Commissioners adopted the 2007 Comprehensive Plan Update as 
recommended by the Planning Commission. It did not indude all of the comments that PSE and RES had 
proposed but there is sufficient language in the Plan to establish renewable energy as a goal for the county. 
The Critical Areas Ordinance will likely be adopted after further discussions with the Department of Ecology and 
the Walla Walla Watershed. 

The Planning Commission continues its work on Ihe Zoning Ordinance after considering five options to address 
wind energy in the county including an option by pro·wind supporters, Citizens for Economic Diversity 
and another by opponents 'Friends.' County Planner, Richard Hendricksen, would prefer to keep the existing 
code with some addilional setbacks from turbines and use SEPA to further condition individual projects. PSE 
and RES are encouraging the county to use a Hearings Examiner to replace the Board of Adjustment as the 
decision·maker on permits. 

PSE/RES Combined Projects Permitting Strategy 

PSE and RES believe that environmental review can be best accomplished through the development of a 
single Draft Environmental Impact Statement (DEIS) inclusive of all four projects wilhin Garfield County and 
Columbia County. We would propose that Garfield county be the lead agency for SEPA review and Columbia 
County would act as a cooperating agency. Avian studies are underway with cullural studies to be conducted 
after the harvest in July. 

Preapplication meetings will be scheduled with both counties in the immediate future. Two prospective 
environmental consultants will be asked to provide proposals on the EIS structure and supporting 
environmental studies . The Project Team will work toward subm ittal of a Cond itional Use Permit Application 
and supporting environmental documentation on July 25, 2008 to Garfield County. This will occur just after 
expiration of the county moratorium on wind applications and prior to other wind developers who may have 
other interests in the coun ty. The Garfield CUP would include application for the Oliphant Ridge, Kuhl Ridge 
and Dutch Flats projects. 

Pennit submittals to Columbia County for the Tucannon, Oliphant Ridge, and small portion of the Kuhl Ridge 
Project in Columbia County will follow after the county completes action on its zoning ordinance. 

Upon land use approval by both counties, additional permits will be secured from the Federal Aviation 
Administration, both counties for use of ROWand Road Access, WSDOT Transportation Plan, appropriate 
Reseeding and Vegetations Plans, JARPA Permit as needed , County Building Permits , and a NPDES 
Construction Stormwater Permit. 
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MEMORANDUM 

0: RES PSE JDA VALUATION GROUP: Rear Estate 

ROM: Kurt Krebs PATE: 5/21 /08 

RES is in various stages of rea l estate acquisition for each of the four (4) projects under consideration 
by Pugel Sound Energy. The four (4) projects, Tucannon, Oliphant Ridge, Kuh l Ridge 311d Dutch 
Flats, occupy lands that are West, North and East of PSE's existing Hopkins Ridge wind project. All 
of the projeci lands are simi lar in topography (0 Hopkins Ridge and are uti lized for agricultural 
purposes. The projects are traversed with various County roads and in the case ofTucannon and Kuh\ 
Ridge, State Highway 12. The Tucannon project is west of Hopkins Ridge and entirely within 
Columbia County. The proposed Oli phant Ridge project occupies lands in both Columbia and 
Garfie ld Counties and is north of Hopkins Ridge. The Kuhl Ridge project is north of the proposed 
Oliphant Ridge project and predominately is within Garfield County; a small portion of Kuhl Ridge is 
within Columbia County. Lastly, the Dutch Flats project is east of Hopkins Ridge in Garfield County 
and is South of the town of Pomeroy. A map depicting the location and proposed boundary of each 
desc ribed project and the Columbia/Garfie ld County line is attached. 

A summary of the rea l estate issues for each of the four (4) projects, together with transmission 
easement rights and interconnection substalion sites, are as follows: 

Tucannon Project 
The Tucannon project, as proposed, consists of approximately 40 land owners and covers 
approximate ly 43,000 acres. The project wi ll be constructed and operate on leased lands. Each lease 
has a term of 35 years. Terms of the lease consist of Initial Payments, Insta ll ation Payments and 
Operating Rent. In itial Payments consist ofa payment upon signature and execution of the lease, 
additional Initial Payments are due on the anniversary date of the execution of the lease for years 2, 3, 
and 4. Genera lly the payment due is equal to ~per acre per year with a minimum annua l fee of 
~Upon the commencement ofconstmction of turbine (s) upon the leased lands, a 
In stallat ion Payment is due to Lessor . The Installat ion Fee 

appears to range 
. rated capac ity . Upon Commerc ial Operations, Operating Rent commences 

on a monetary payment equal to a dollar amount (x) megawatt hours generated i.e. _ 
x MWh generated with a minimum annual rent estab lished in the event o f less than expected annual 
MWh generated. Particular terms, including minimum rents, installation payments and operating rent 
may differ from lease to lease but are broadly close to those figures as noted above. Leasing activity 

RES continues. . with a land owner Charles 
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Additionall y. PSE and RES continue work with WA State Dept. of Natural Resources to lease lands 
within the proposed borders of the Tucannon project. It is expected that a majority of leasing activity 
will be complete within the next month. A spreadsheet identified as Tucannon and as authored by 
RES is attached hereto. The spreadsheet is quick ly out of date as a result of ongoing activity but was 
current as of early May 2008. 

Olinha nt Ridge 
The Oliphant Ridge project, as proposed, would occupy approximately 17,000 acres with the leased 
lands being in both Garfield and Columbia counties. Approximately 26 land owners are within the 
proposed project boundary. Leases have been signed with approximately two thirds of the land 
owners. As with the Tucannon project, payments consisting of initial payments, insta llation payments 
and operating rent will apply per the tenns of each lease. Negotiations continue to finalize outstanding 
leasing activity. Severa l property owners have signed Anemometer Agreements, which allow for 
construction of wind monitoring equipment upon their land, but more imponantly preserves the 
exclusive right to negotiate a defin itive lease for wind energy deve l~he tenns of Anemometer 
Agreements vary from one to three years and payment terms from ~to ~per year per 
land owner. 

Kuhl Ridge 
Kuhl Ridge consists of approx imately 37 property owners and 32,000 acres. This project is not as 
developed as either the Tucannon or Oliphant Ridge projects. However, Anemometer Agreements are 
signed on a majority of the proposed project lands with the di scussions continuing with those panies 
yet to sign. A significant land owner, as shown in white on the rose-colored project map, is currently 
not interested in any wind development. Considerable real estate work and lease negot iations remain. 
A RES authored spreadsheet for Kuhl Ridge is attached. 

Dutch Flat 
Dutch Flat is the least developed of the four proposed wind projects. The project consists of 
approximate ly 25 land owners and covers approximately 10,400 acres. S imilar to Kuhl Ridge, no 
leases have been signed, however a majority of property owners have signed Anemometer 
Agreements with just a few agreements yet to be signed. Fonnalleasing activity has nol yet started. 
As with the other projects, a RES spreadsheet for Dutch Flat is attached. 

Transmiss ion Route & Easements 
The overhead transmission route and requ ired easements are yel to be fina lized. Preliminary 
engineering and route selection is being fo rmalized by RES and its transmiss ion des ignlbuild 
contractor. RES has had infonnal discuss ions with several large land owners concerning poss ible 
acquisition ofa transmission easement corridor. While much work remains, acquisition of the 
necessary easements appears, at th is time, 10 be an attainable objective. Expected costs for the 
transmission route for any lands not under a wind lease are expected to be _ per mile per year 
tiedtoa_ 

As with the transmiss ion route, final details as to the location and size of the proposed BPA 
interconnection substation site are yet to be fonna lized. However, PS E and RES have jointly met with 
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a large land owner concerning possible purchase of up to 15 acres of land for the BPA interconnection 
substation. A verbal agreement with the land owners to se ll their property for the BPA site has been 
agreed, subject to mutually agreeable financial terms and definitive location and dimensions of the 
property rights requested. 

In summary, the Tucannon and Oliphant Ridge projects are the most advanced in terms ofreal estate 
ri ghts. Kuh l Ridge and Dutch Flats are not as advanced. Title work, curative title work , surveys and 
environmental work remains. Ass ignments of lease rights and inevitable lease amendments will need 
to be accomplished. However, a so lid base of work by RES rea l estate group has been established to 

date and should greatly assist in the work remaining. 
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• PUGET SOUND ENERGY MEMORANDUM 

0: RES PSE JDA VALUATION GROUP: Resource Integration 

FROM; Jason Yedinak PATE: May 20, 2008 

Section 1: Summary of findings for Area of Review 

ransmission 

~esource Integration has requested a total of 600 MW Of firm transmission capacity from BPA for this 
evelopment. The requests are broken into 3 x 200 MW segments with start dates in December 2011 , June 
012, and December 2012. All requests have a len year term. Each 200 MW transmission request is submitted 

n 50 MW and 25 MW chunks to allow for deferral of smatler proportions to match actual installed capacity. 

~_ deposit for one month's capacity charge at the PTP rate has been made to SPA in the amount of $778,800. 
These requests will enter BPA's 2008 Network Open Season upon signing Precendent Agreements, committing 
PSE to pay for the requested capacity for the duration of the ten year term. The net payments over this term total 

93,456,000. The Network Open Season also requires a security deposit of one year's capacity charge at the 
PTP rate, at $9,345,600. 

Interconnection 

RES has submitted a total of 1302 MW into SPA's interconnection queue for this development. All requests have 
start date of December 201 1 and are under study by SPA. SPA has indicated that the ideal 500 kV substation 

equired for interconnection of the development would be rated at 1250 MW due to transformer size, and RES 
as agreed to study this amount instead of the full 1302 MW. Results from the feasibility study show that a 
ignificant amount of generation in the area is connected to RAS and issues need to be resolved to connect 
uch a large wind development. Historica l analysis indicates that curtailment due to RAS would effect the project 

only a few times in a five year period. 



ection 2: Risk Assessment 

ransmission 
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here are a significant number of dollars at risk by committing to the 600 MW of transmission seNiee. The 
equested capacity can only be reduced before the closing of Network Open Season on June 16, 2008. If the 
evelopment does not build out to the expected capacity, transmission costs wil l still be incurred for ten years. 

The start dales of the request are also not flexible , but transmission service can be defferred in monthly 
ncrements up to one full year at the cost of one month's capacity at the PTP rate. Transmission may be 
efferred up to five times. 

Interconnection 

here is not much risk with the interconnection process. Study costs are the only dollars at risk during the early 
tages of the process. Start dates are also flexible, and are important later on in the process when an EPC 
greement must be signed with BPA to begin building the necessary interconnection facilities. RAS issues need 

o be resolved in order to estimate potential curtailments periods that effect the economics of the development. 

ection 3: Miti ation/Next Ste s 

Transmission 

:Sign Precent Agreements for the full 600 MW of transmission capacity. Defer transmission in appropriate chunks 
f wind projects get behind schedule. Request to redirect POR to other project if an excess amount of 
ransmission is available. 

Interconnection 

Continue to support RES with Interconnection study issues. 



Exhibit No. _ (RG-I OHC) 
Page 56of6 1 

PSE 
PUGH 
SOUND 
ENERGY 

MEMORANDUM 

Dale: July 17, 2007 

To: Scott Williams 
Chri st ine Philipps 

From: Cathy Yu 

Re: Accounting for Wind Power Project Development Costs 

This memo addresses the accounting treatment for development costs for a wind power 
project that PSE is expected to deve lop. These deve lopment costs are categori zed in five 
phases: prospecting, site acquis ition, detailed site feasib ili ty penn itting, and constnlctioll. 
Costs include direct expenses such as consulting fees , legal fees , and equipment costs as 
we ll as indi rect expenses such as PSE 's staff time spent on the project. Costs incurred 
be fore the construction phase are at risk as a project may not proceed to constntction, 
e ither because the wind resource is not adequate or because a permit cannot be obta ined. 

Authoritative Guidance 
Generally Accepted Accounting Principles (GAAP) IiteraUire generally does not support 
capita lizing preliminary invest igat ion pre-acquisi tion o r due di ligence costs when 
researching new capital asset additions. Capi tal ization creates an asset, and FASB 
Concept Statement No.7 Paragraph 172 states: 

"PI/lure economic bellefil is Ihe essence of all asset .... An asset has the capacily 10 
serve the el1lily by being exclwJlged for somethillg else of vallie 10 fhe ell/ity. by being 
1Ised 10 produce somelhillg a/value 10 Ihe ell/ify. or by being used 10 sellle irs 
liabilities. " 

Pre-acquisition costs related to rea l estate project might be capi talized if ce rtain c ri teri a 
are met. SFAS No. 67 (SFAS 67) , Accounti ng fo r Costs and Initial Rental Operat ions 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 surveying, zoning or traffi c studies, or payments to 
obta in an option on the property. 

SFAS 67, paragraph 4, states thatpre-aclJllisitioll costs shal/ he clIpit(llizet/ i/all Of the 
following c(}Iulithms are met (lil t/ otherwise shal/ be charget/lo expense (IS iI,cllrret/: 

a. The costs are direct ly ident ifiab le with the !!>1Jecijic property. 
b. The costs would be capitalized if the property were already acq ui red. 
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c. Acq uisition of the property or of an option to acqu ire the property is probable. 

SFAS 67 requires that , except for purchase options, no costs can be capitalized that are 
incurred before the acquisition of the property becomes "probable", Capita li zed pre· 
acquis ition costs shall be included as project costs upon the acqu isition of the property or 
shall be charged to expense when it is probable that the property will not be acquired 
(SF AS 67, paragraph 5). 

EITF 97-1 1 provides accounting for internal costs for identifying and acquiring real 
estate projects. EITF 97-1 1 sta tes that intermtl emits o/pre-flcqllisitioll {,clivitie.'" incurred 
in connection with the acquisit ion of a property that will be classified as nOll-opera ting at 
the date of acquisition that are directly identifiable wi th the acquired property and that 
were incurred subsequent to the time that acquisition of that speci fic property was 
considered probable should be capitalized as part of the cost of that acquisition. 

AICPA 's Statement of Posit ion (SOP) 98-5 , Reporting on the Costs of Start-Up 
Act ivities, req uires that costs of start-up activ ities, including organizat ion costs, be 
expensed as inCllrred. Conclusion in the SOP are based in part on the fact that start-up 
costs are not spec ifically identifiab le as assets, have indetenninate lives, are inherent in a 
continuing business, and are re lated to an enterpri se as a whole. Start-up are defined 
broadly in (he SOP as those one-time activities related to, for instance, open ing a new 
facility, or commencing some new operation. The SOP spec ifies that costs of acquiring 
or constructing long-lived assets and getting them ready for the ir intended uses a re 
excluded. As the Wind Project is a long-lived asset, thus, SOP 98-5 does not app ly. 

Cos ts Assoc iated \ Vith the \Vind Develol)ment Project 

PrOSI)ecting Stage 
This stage includes the location of poten tial sites. Activ ities include researchi ng wind 
potential , potential transmiss ion solutions, and likelihood of successful permitt ing, 
property ownershi p, building relationshi ps with land owners, and vis iting sites. Costs 
include expenses such as trave l, consultant fees for preliminary wind resource 
assessments, and intemal costs such as time spent on the project by Resource 
Acq uisition/Resource Integration/ Real Estate/Community Relations staff 

Costs incurred in thi s stage should be expensed as th is stage involves researching 
potentia l sites and thus costs fail to meet the "directly identifiable" and "acquisition of 
the property is probable" condit ions for capitalizing per SF AS No. 67, paragraph 4. 

Site Acquisitioll 
If the wind resource, transmission, and permitting are promising, and landowners are 
willing, the nex t step is to tie up the land in the fonn of leases. These leases typica lly 
include signing fees and minimum rent payments. 

Costs incurred in thi s stage include direct costs s llch as legal fees for preparat ion and 
review of leases. survey and title work, travel and sign ing fees and rent. Costs also 
include PSE staff time spent on the project. 



Exhibit No. _ (RG-I OHC) 
Page 58 of6 1 

We should assess whether the project is probable in terms of obta in ing board approval, 
ob taining leases and permit, and obtain ing resources for the project. After we have 
detennined that the project is probable, direct costs incurred in th is stage shall be 
capita li zed except for lease payments for land or buildings, as they meet the three 
conditions for capitalizing per SFAS No. 67. Internal costs shall also be capitali zed per 
EITF 97-1 J, i f the construction of the project is probable. Note however, that the 
cap ita li zed costs should be expensed ifit is no longer probable that the property will be 
acqu ired. 

Accollnting for lease payments would depend on whether the lease is an operating lease 
or capital lease based on the criteria set in SF AS No. 13, paragraph 7. The fOLir criteria 
are: 
* automat ic transfer of title 
• 
• 

• 

bargain purchase option 
lease term equals or exceeds 75% of remaining estimated economic life of leased 
property 
present value of minimum lease payments equals or exceeds 90% of the excess of fair 
value of fair value of leased property 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 capital lease. 
Otherwise, the lease is an operating lease, and FSP F AS 13- 1, Accounting for Rental 
Costs Incurred during a Constmction Period, would app ly. Note: FS P 13-1 does not 
address rental costs other than those associated wi th building and ground operating 
leases. 

Per FSP 13- 1, paragraph 6: "There is 110 distinc/ioll be/ween /he right /0 lise a leased 
assel during /he cOllstruction period alld the righf to lise thaI assel after fhe COllstruction 
period. Therefore, rental costs associated with grollnd or bui/ding operating leases Ihal 
are incurred during a cOIIS/rue/ioll period shall be recogllized as renlal expellse. " 

Thus, lease payment incurred in this stage shou ld be expensed for an operating lease, or 
capitali zed for a capita l lease. 

Detailed Site Feasibili ty 
Wind projects generally require at least one full year of on-site wind data . This stage 
includes preliminary feasib ili ty and envi ronmental studies, as well as transmission and 
interconnect ion studies. 

Direct costs in thi s stage include consultant and contractor time to erect towers, monitor 
and interpret wind data, compl ete envi ronmental studies and travel. Direct costs also 
include fees and deposits assoc iated with transmission and interconnection appl ications 
and studies. Inte rna l costs include PSE staff time spent on the proj ect. 

Assuming that the project is deternl ined to be probable, direct costs incurred in lhis stage 
shall be capi talized except fo r lease payments for land or build ings, as they meet the 
three conditions for capitaliz ing per SF AS No. 67. Interna l costs shall also be capita li zed 
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per EITF 97-1 1. Note however, that the capi talized costs should be expensed if it is no 
longer probable that the property will be acqui red. 

Lease payments incurred in thi s stage should either be expensed (for an operating lease), 
or capita li zed (for a capital lease). 

Permitting 
This stage involves co-ord ination with appropriate authorities, completion afsi le and 
environmen tal studies, preliminary engineering, preparation and submittal of the 
app lications, attending hearings, communi ty relat ions and corporate communicat ions. 

Direct costs include consultant fees for site studies, preliminary engineering, legal fees, 
trave l, and printing/publication costs. Internal costs include PSE stafl' time spent on the 
project. 

Direct COSIS incurred in thi s slage shall be capitalized except for lease paymems for land 
or bui ldings, as they meet the three conditions for capitalizing per SFAS No. 67. Internal 
costs that are directly identifiable with the project sha ll also be capitalized per EITF 97-
II. Note however, that the capitalized costs should be expensed ifit is no longer 
probable that the propeny will be acquired. 

Lease payments incurred in this stage should either be expensed (for an operating lease), 
or capita li zed (for a capital lease). 

Construction 
This stage involves preparation of final design and construction plans, purchase of 
turbines and other equipment, construction of balance of plant (roads, electri ca l, etc.) and 
turbine erection and stan-up. 

Direct costs includes consultant fees for final engineering design and construction plans, 
eq ui pment costs for turbines, substation equipment , etc., and conslnlction fees for 
balance of plant work. Internal costs include PSE staff time spent on the project. 

Direct costs incurred in this stage sha ll be capita li zed, except for lease payments fo r land 
or bui ldings. Internal costs associated with the project shall a lso be capitali zed. 

Lease payments incurred in thi s stage should either be expensed (for an operating lease), 
or capitalized (fo r a capi tal lease). 

Cc: Mike Stranik 
Nata l ie Hayashi 
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