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VIA OVERNIGHT MAIL & EMAIL

Carole J. Washburn

Office of the Secretary

Washington Utilities and Transportation Commission
1300 S. Evergreen Park Drive SW

Olympia, WA 98504-7250

Re: Docket No. UE-051162
PSE's Response to Comments on its Draft RFP

Dear Ms. Washburn:

Enclosed for filing are an original and 12 copies of the response of Puget Sound
Energy, Inc. ("PSE") to comments that have been submitted in this docket on PSE's -
draft Request for Proposals from All Generation Sources ("All-Source RFP").! An
electronic copy is being provided to the Commission records center by email.

PSE is submitting as Attachment A to this letter a number of proposed changes to its
draft All-Source RFP. These are in blackline formatting to show the revisions PSE
suggests be made to the form of the draft All-Source RFP that PSE filed with the
Commission on July 29, 2005. Several of the proposed changes resulted from PSE's
consideration of comments that have been provided in response to the draft All-
Source RFP. Several others represent "clean up" revisions that PSE discovered after
the July 29, 2005 filing and wishes to clarify for the final version of the All-Source
RFP that is issued as a result of this proceeding.

1 PSE notes that no comments were submitted on PSE's draft Request for Proposals for Electric and
Gas Demand-Side Resources.
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PSE is also providing for the Commission's information as Attachment B to this letter
a copy of the Frequently Asked Questions pages of PSE's website in which PSE has
responded to questions about its draft RFPs from potential respondents or others
interested in the RFP. A number of these questions were raised at the public meeting
PSE held regarding its draft RFPs on August 18, 2005 in Bellevue, Washington.

Generally, PSE believes that its draft All-Source RFP is consistent with sound
industry resource acquisition and development practices and with Commission
precedent and regulations. However, some aspects of PSE's All-Source RFP involve
broader public policy or contested economic or business issues. PSE recognizes that,
ultimately, the RFP and its evaluation criteria are subject to Commission approval.
WAC 480-107-070.

Comments of Calpine Corporation
1. Funding for third-party analyses

Calpine objects to PSE's statement that it may require project proposers to fund the
fees and costs of a third party selected by PSE to perform "fatal flaw" analyses and
initial due diligence of projects selected to the short list.

PSE cannot know until it reviews the responses to its proposals what analyses might
be reasonable to conduct, and whether it seems more fair to require respondents to
fund such analyses or PSE's electric ratepayers as a whole. PSE notes that in its 2003
RFP process, no respondents were required to fund such analyses. However, PSE
prefers to retain the ability to charge respondents for such analyses. Among other
things, this might tend to incent respondents to submit proposals with realistic and
sound information and projections.

2. Independent Evaluator

Calpine proposes that the Commission hire a third party Independent Evaluator ("IE")
to oversee PSE's RFP process and report directly to the Commission, with the costs to

be shared by "all parties to the process."

PSE does not believe that an IE is warranted in a case such as this, where PSE will not
permit any of its subsidiaries or affiliates to submit responses to the RFP. See All-
Source RFP, page 7 (Part II, Section 3). PSE notes that the Commission's proposed
new WAC 480-107-035(6) in Docket No. UE-030423 provides:
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(6) When the utility, the utility's subsidiary or an affiliated
interest submits a bid in response to an RFP, a competing bidder
may request the commission to appoint an independent third
party to assist commission staff in its review of the bid. Should
the commission grant such a request, the fees charged by the
independent third party will be paid by the party requesting the
independent review.

In the event the Commission were to retain an IE, it would be important to retain
someone who is truly independent and has no potential to make anti-competitive use
of the information contained in responses to the RFP to which they would be privy.

3. Credit terms

Calpine objects to PSE's proposal to apply credit terms to respondents but not to PSE.
In making this proposal in its draft RFP, PSE had in mind sentiments expressed in
PSE's 2004 general rate case that other entities ought not require PSE to post
collateral or satisfy other credit terms because PSE is a regulated utility. This
proposal also reflects PSE's preference that its limited credit be available to meet
other needs (such as ongoing wholesale market hedging efforts) if not required for
long-term resource acquisitions.

Respondents to PSE's RFP are free to propose terms other than those proposed by
PSE. As stated in the draft RFP, PSE requests in that case that an explanation be
provided. See All-Source RFP, page 8 (Part II, Section 4). Respondents might also
provide alternative responses, such as a variation that imposes credit terms and a
variation that does not impose such terms. Such responses might provide insight into
the costs that the market associates with taking on any credit risk related to PSE.

4. Debt Imputed to PPAs

Calpine recommends that the Commission direct PSE "to exclude any and all equity
adjustments for possible debt equivalence of PPAs in PSE's 2005 All Source RFP
evaluation process,” or alternatively conduct a proceeding to examine this issue. In
support of this recommendation, Calpine submits excerpts of testimony it submitted in
a proceeding in which the Georgia Public Service Commission considered the
imputed debt issue.
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PSE notes that according to Calpine, the Georgia proceeding was undertaken when
two utilities requested a waiver from the Georgia PSC's rule prohibiting any
adjustment to resource bids based upon the expected impacts to the utility's cost of
capital.

By contrast, the existing Washington rule appears to require consideration of such
costs in evaluating resource alternatives. Specifically, WAC 480-107-070 requires
that the criteria used to rank project proposals "must at a minimum address.. .risks
imposed on ratepayers" and "recognize differences in relative amounts of risk inherent
among different. .. financing arrangements, and contract provisions." In its 1994 order
in PSE's prudence review case, the Commission's 1994 prudence order expressly
instructed the Company to consider "rating agencies' views of purchased power" and
"to quantify the impact of future resource acquisitions on capital cost and capital
structure."? Imputed debt represents a significant risk because of its negative impact
on the Company's credit quality. PSE addressed this topic in greater detail in its 2005
Least Cost Plan, Section IV.E.

The appropriate proceeding in which to reconsider the Commission's prior direction
on this issue has been underway at the Commission for some time: Docket No. UE-
030423, in which the Commission is conducting a rulemaking on potential revisions
to WAC Chapter 480-107. Commission Staff recently confirmed its view in that
Docket that the consideration of imputed debt is an important part of the resource
acquisition process. In Staff's September 28, 2005 Open Meeting Memorandum,
Staff directly addressed the concern expressed by some stakeholders on this issue:

7. Should utilities be able to consider the effect potential
resources would have on their financial ratios?

Response: Yes. It is reasonable for utilities to have the
discretion to consider the effect of a potential resource on its
finances. The proposed WAC 480-107-035(2) states that ranking
criteria to evaluate and rank project proposals must address,
among other items, the credit and financial risks to the utility.

2 WUTC v. Puget Sound Power & Light Co., Docket No. UE-921262, et al., Nineteenth Supplemental
Order (September 27, 1994) at 35-36.
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S. Financial Interpretation No. 46R

Finally, Calpine objects to providing much of the information requested by PSE
related to FIN 46R. Under current accounting regulation, PSE is required to obtain
specific information for new purchased power contracts. Respondents that do not
provide the requested information will not be rejected from the RFP process, but have
been requested to explain why they are not prov1d1ng the information. See All-Source
RFP, page 8 (Part II, Section 4).

Comments of Cogeneration Coalition of Washington ("CCW")

CCW states that PSE's proposed criteria for evaluating various resource alternatives
are not sufficient because they fail to provide for adequate consideration of the
environmental benefits of cogeneration, the advantages of acquiring or contracting
with existing facilities, or the community benefits associated with cogeneration such
as payroll and property taxes. CCW also objects to any consideration of imputed
debt, "at least as to purchase agreements with QFs."

1. Existing versus new facilities

PSE's resource acquisition criteria, as set forth in its proposed RFP, will take into
account costs, benefits and risks associated with existing facilities versus proposed
facilities. See generally All-Source RFP, Exhjbitgj Projects of each technology type
that compare favorably to others will be run through PSE's portfolio screening model
("PSM"), which models the impact of acquisition of a particular resource or slate of
resources on the costs of PSE's electric portfolio as a whole. The PSM includes
consideration of transmission costs associated with a potential project or slate of
projects as they are projected to impact PSE. This modeling effectively captures any
cost "savings" to PSE associated with acquisition of resources on the PSE side of
transmission constraints.

2. Environmental and societal benefits

As CCW recognizes, PSE's evaluation criteria include consideration of environmental
impacts and costs. CCW proposes that PSE should consider, in addition, the energy
that would be consumed by other industrial processes absent a cogeneration facility
and the industrial emissions that are supplanted by the cogeneration process. CCW
also recognizes that the RFP proposes to consider c?mmunity impacts, but CCW

|
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states that PSE should "fully and rigorously" quantify and consider community
impacts associated with potential projects.

PSE does not believe it would be appropriate for PSE to attempt to quantify financial
benefits to a community or to the environment generally that might result from a
proposed project and then credit that benefit to the project in evaluating the various
responses to its RFP. PSE's All-Source RFP is designed to help identify the most
attractive resource options that are available to PSE to meet the resource needs of its
electric customers. PSE's evaluation criteria take into account costs and risks that
ratepayers are likely to have to bear associated with a potential resource. They are not
designed to take into account broader societal costs, risks or benefits.

This Commission has, in the past, rejected the proposition that a company's ratepayers
should have to pay for benefits that flow to society as a whole. In rejecting a
Washington Natural Gas proposal to fund construction of compressed natural gas
vehicle refueling facilities to "jump start" development of fleets of natural gas-fueled
vehicles, the Commission stated:

The company cites, and we recognize, public policies that
proclaim various public benefits from natural gas vehicles,
including reduced carbon emissions and reduced dependence on
imported oil. The company proposes a transfer of funds from
ratepayers to benefit a small group of users, although to support a
public purpose. It may be more appropriate to spread the burden
of supporting that public purpose among all the body politic, who
all receive the social benefit, than to impose it on those who
happen to be company ratepayers, who are a small group of that
larger body politic. That is a task for the legislature, not for the
Commission.

WUTC v. Washington Natural Gas Co., Docket No. UG-920840, Third Supp. Order,
1993 Wash. UTC LEXIS 28 at *7-8, 142 PUR4th 298 (Mar. 1993).

With respect to resource acquisitions, the recent federal Energy Policy Act of 2005
("EPAct 2005") contains provisions that represent the United States Legislatures'
consideration of competing views regarding the broader societal benefits and costs
associated with energy resources. Among other things, EPAct 2005 includes tax
credits for certain technologies. To the extent PSE's ratepayers would see a cost
savings associated with a potential resource from such tax credits, PSE will include

[07772-1208/BA052730.021] 10/13/05
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such savings in its evaluations. However, absent Commission direction to the
contrary, PSE does not intend to attempt to quantify or include in its evaluations
broader societal benefits that might be associated with various potential resource

acquisitions.
3. Imputed debt

CCW claims that there should be no debt equivalence imputed to QF contracts
because: (1) EPAct 2005 "requires that utilities be provided with the opportunity for
full cost recovery of the costs of contracts with QFs"; and (2) PSE's Power Cost
Adjustment ("PCA") Mechanism provides it with the opportunity to recover "actual
power costs incurred, including purchase power costs."

EPAct 2005 Section 1253(a) amended PURPA (16 U.S.C. § 824a-3) to require that
the FERC issue and enforce

such regulations as are necessary to ensure that an electric utility
that purchases electric energy or capacity from a qualifying
cogeneration facility or qualifying small power production
facility in accordance with any legally enforceable obligation
entered into or imposed under this section recovers all prudently
incurred costs associated with the purchase.

(Emphasis added). FERC has not yet issued any regulations under this section, thus it
is unclear whether and to what extent the debt imputation issues discussed earlier in
this letter will be addressed by such regulations. It is unclear how any such
regulations could fully do so, since FERC does not have authority over retail electric
rates of utilities such as PSE. In addition, this new law raises at least two other

questions:

(1)  Since this Commission has implemented PSE's PURPA purchase
obligations through WAC Chapter 480-107, which requires a
competitive bidding process in which all potential resources compete
against each other, how can a process that excuses QF PPAs from debt
imputation consequences that are assumed for non-QF PPAs produce a
"legally enforceable obligation" to purchase such QF PPA resources?

(2)  Ifrecovery of costs associated with QF PPAs is limited to "prudently
incurred" costs, would it be considered prudent to assume away the
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costs and risks associated with debt that credit rating agencies will
assign to such PPAs?

With respect to PSE's PCA Mechanism, that mechanism permits PSE to true up on an
annual basis its actual variable power costs. The difference between these actual
variable power costs and power costs collected in rates is subject to the sharing bands
and (soon to expire) cap in the PCA Mechanism, with any excess or deficit placed
into a deferral account for future recovery or refund. The costs and risks associated
with imputed debt are not captured in the PCA Mechanism. Even of they were, it is
incorrect to state that PSE would recover such costs as that would depend on where
the Company's actual power costs were with respect to the PCA Mechanism sharing

bands.
Comments of PPM Energy
1. Existing versus potential generation

As noted above, PSE's evaluation criteria already include consideration of the
potential benefits and reduced risks of generation that has already been permitted and
constructed. See All-Source RFP, Exhibit II.

2. Assets underlying PPAs

PPM Energy requests that PSE clarify the term "system assets” as that term is used in
the following: "Any proposal for a Power Purchase Agreement must specify the
generation asset or system assets underlying the agreement. " All-Source RFP, page 6
(Part II, Section 2.1). Generally, PSE wishes to obtain information about the
contracts or resources that will back PPAs that are proposed to PSE in response to the
All-Source RFP. This information will help inform PSE's evaluation of the potential
reliability of and risks associated with various potential PPAs. By including the term
"system assets", PSE acknowledged that some proposed PPAs may not be backed by
a single generating facility but rather by a portfolio of generating facilities. If that is
the case, PSE wishes to be informed about the nature of such assets.

PPM Energy also requests that PSE consider PPAs backed by generation assets that
are under the respondent's control (as opposed to ownership) through long term PPAs
with a third party. PSE will consider such proposals, as long as such control is
described and traced back to generation assets such that PSE can evaluate the
underlying reliability and risks associated with the PPA.

[07772-1208/BA052730.021] 10/13/05
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3. PPA security terms

PSE does not agree with PPM Energy's assertion that "three (3) business days" is "the
industry standard" for Adequate Assurance Clauses rather than "two (2) business
days." In PSE's experience, there is no such "industry standard" in such clauses.
However, PSE is willing to revise its prototype PPA to provide the three business
days timing. That change is included in the blacklined RFP submitted with these

comments.

Other than this change, PSE believes that its prototype PPA should remain as
proposed. Respondents are free to propose other terms as part of their responses.

PPM Energy's objection to unilateral credit terms echoes Calpine's objection, and is
addressed above.

PSE believes long-term debt ratings are preferable to corporate credit ratings for
purposes of credit requirements in a PPA, and thus does not believe that the definition
of "Investment Grade" needs to be broadened per PPM Energy's request.
Additionally, the balance sheet test and financial statements requirements should not
be replaced by third-party credit ratings, regardless of what type of credit rating is
used.

Finally, PPM Energy proposes that sellers should not be required to provide a Letter
of Credit because "PSE retains its rights to file suit for breach of contract if Seller
defaults" on its obligations. The ability to file a suit for breach of contract is
meaningless if the defaulting entity is judgment proof due to financial failure or
otherwise. In the alternative, PPM Energy argues that sellers should be permitted to
provide a guaranty from a credit worthy entity rather than a Letter of Credit. Such
guaranties raise many issues that cannot be resolved quickly enough to provide
timely, adequate security in the event of default.

4. Imputed debt

Like Calpine and CCW, PPM Energy objects to consideration of imputed debt. This
topic is addressed above. PSE notes that PPM Energy cites a 1994 article in support
of its argument, with no showing that the article has any relevance to current credit or
financial risks or to PSE's particular credit rating or coverage ratios.
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PSE's Proposed Revisions to Draft All-Source RFP

All-Source RFP, page 3: PSE is concerned that some responders may view this RFP
as calling for only large-scale generation projects or PPAs. PSE proposes to clarify
the Introduction and Process section of the All-Source RFP to state that the Company
encourages responses of all fuel types and technologies, including "small scale as well
as large scale projects."

All-Source RFP, page 6: PSE has expanded its request for proposed exchanges
during "heavy load hours only" to proposals for 7x16, 7x24, or 6x16 product.

All-Source RFP, page 11: PSE has corrected typos in its subsection heading
numbering.

Exhibit I, page 1: PSE has clarified the table title.

Exhibit II, page 1: PSE has replaced the reference to proposals which "are available
early in the acquisition time period are preferred” with a criteria calling for proposals
which "offer energy and/or capacity in a time frame consistent with PSE's needs."

The proposed revision is more accurate, as PSE has significant resource needs that
grow over time, thus is open to potential resource alternatives with a variety of timing.
PSE hopes that the revision will avoid discouraging responses that might be available
further out in time than other potential projects.

Exhibit II. page 4: PSE has clarified that its consideration of risk associated with
future environmental regulation and taxes will include consideration of greenhouse
gas emissions.

Exhibit III, Capacity Information, and Exhibit IV, page 3: PSE has added to its
request for startup information a request for the ramp rates for cold, warm and hot
starts, as well as associated fuel consumption.

Thank you for your assistance.

Very truly yours,

=

Kirstin S. 'Dodge
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I Introduction and Process

This document constitutes a Request for Proposals (RFP) from qualified third parties
(respondents) to supply electric resources to Puget Sound Energy, Inc. (PSE or Company). Itis
an “All Generation Sources” RFP' in that any electric generation source will be considered,
consistent with the requirements of this RFP. PSE's RFP may be found on its web site at
http://www.PSE.com/About/Supply/AllSourceRFP. :

In this RFP, the Company is seeking the following resources:

+ Energy generation resources and
¢ Capacity generation resources

The Company will consider existing and yet-to-be constructed generation resources with
commercial operation dates up to 2015, thereby allowing for proposals for long lead-time
resources and associated potential transmission solutions.

This RFP solicitation includes requests for power purchase agreements of varying contract
lengths, exchange agreements (e.g., locational and seasonal), and capacity products (including
operating reserves) to meet PSE’s winter peak requirements. PSE also plans to solicit more
broadly among northwest utilities and others to look for arrangements that may accommodate
partners.

The Company desires to continue to build a well diversified portfolio of resources, and

encourages qualified respondents of all fuel types and technologies-technologies, small scale as
well as large scale projects, to participate in this RFP.

1 PSE’s Resource Strategy

This RFP is intended to be consistent with the guidance provided by PSE’s most recent Least
Cost Plan (LCP). PSE filed its LCP with the Washington Utilities and Transportation Commission
(WUTC) on May 2, 2005. (A complete version of the LCP may be found on the PSE web site at
hitp://www.pse.com/account/rates/rates.html.)

The Least Cost Plan examines PSE’s electric and gas resource needs over the next 20 years,
and analyzes the mix of conservation programs and supply resources that might best meet
electric or gas resource needs. PSE’s LCP provides the strategic direction guiding the
Company'’s long-term resource acquisition process. The LCP identifies key factors related to
various resource decisions and provides a method for evaluating a resource acquisition in terms
of cost, risk, and other factors at the time a decision needs to be made. The LCP does not
commit to or preclude the acquisition of a specific resource type, project or facility.

The overall strategy for least cost resource planning at PSE is to develop a diversified, balanced
electric resource portfolio that meets customer needs, results in reasonable energy supply costs
and mitigates market risks. PSE’s planning standards call for adequate energy resources to meet
PSE'’s highest deficit month (with the highest deficit month generally occurring in December) and

! psE is also issuing an Energy Efficiency RFP at the same time as this All Generation Source RFP.

All Source RFP — Page 3
November 1, 2005
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] Information Requested from Respondents

1 Energy and Capacity Resources Requested

This All Generation Sources RFP seeks electric generation proposals from a wide variety of
technologies and fuel sources consistent with this RFP’s requirements and Evaluation Criteria

(Exhibit 11).

PSE’s energy and capacity needs are greatest in the winter. Therefore, both energy and capacity
resources will be shaped through various means to fill winter deficits, while minimizing summer
surpluses. PSE will consider the seasonality of the basic electric energy resource’s production,
the ability of PSE to control the output of the project to match PSE’s needs (up to and including
real-time dispatch and displacement), and contractual mechanisms to shape project output to

need.

As identified in Table 2 and Table 3, PSE is looking for a diverse mix of energy and capacity
resource products to meet its requirements.

Table 2

ENERGY RESOURCE

Delivery Description

As Produced

e.g. wind, run-of-river hydro

Baseload

7x24, delivered as firm or unit contingent

Intermediate

Dispatchable

On Peak or Heavy Load
Hours

6x16 (Mon-Sat) (HE 0600-2200)

Exchanges

Seasonal or year round; location exchange with delivery to
PSE on west side of Cascades

Table 3

CAPACITY RESOURCE

Delivery Description

Dispatchable/On Peak or
Heavy lLoad Hours

6x16 (Mon-Sat) (HE0600-HE2200); winter only Nov-Feb

Operating Reserves
(regulating or contingency)

Spinning reserves, load following capability, ten-minute start

Exchanges

November-February; heavy-load-hours-only-7x16; 7x24; or
6x16 product

This All Generation Sources RFP process may result in multiple acquisitions by PSE.?

2 Proposals/Contract Type

PSE will consider the acquisition of generation from proposals under the following mechanisms:
(1) Power Purchase Agreements of varying lengths (>2 years), including Power Bridging
Agreements, defined as short-term "bridges" to long-lead resources, (collectively, "PPAs"); (2)

3 Use of the term “acquisition” or terms of similar import in this RFP, unless the context otherwise indicates, refers
interchangeably to power purchase agreements and the acquisition of interests in generating facilities.

All Source RFP — November 1, 2005

Page 6
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1-16.1PPA Acquisitions (System Power Sales) and Power Exchanges

Investment-Grade Respondents

Respondents with senior unsecured credit ratings of at least BBB- and Baa3 by Standard &
Poor’'s and Moody's Investor Services, respectively, or, alternatively, that receive a credit rating
from PSE’s credit department equivalent to at least BBB+, or that provide a parent or affiliate
guarantee in form and substance acceptable to PSE from a guarantor with senior unsecured
credit ratings of at least BBB- and Baa3 by Standard & Poor’s and Moody’s Investor Services,
respectively, or, alternatively, from a guarantor that is assigned a credit rating equivalent to at
least BBB+ by PSE's credit department will be considered Investment-Grade Respondents.
Reciprocal credit terms in the Definitive Agreements will include an adequate assurance clause
similar to that set forth below.

Adequate Assurance Clause

When reasonable grounds for insecurity arise with respect to the performance of either party
(First Party), the other party (Second Party) may in writing demand adequate assurance of
the due performance under the Definitive Agreement by the First Party, and the failure of the
First Party to provide to the Second Party such adequate assurance of due performance
within three (3) two-{2} business days following the First Party's receipt of the demand shall
be deemed to be a material breach of, and an Event of Default under, the Definitive
Agreement by the First Party.

Other credit terms, including but not limited to collateral thresholds, ratings triggers and/or similar
financial covenants will not apply to PSE but may apply to the Investment-Grade Respondent.

Speculative-Grade Respondents

Respondents with a senior unsecured credit rating equal to or below BB+ and Ba1 by Standard &
Poor’'s and Moody’s Investor Services, respectively, or, alternatively, that receive a credit rating
from PSE’s credit department equivalent to or below BB+, or that provide a parent or affiliate
guarantee in form and substance acceptable to PSE from a guarantor with senior unsecured
credit ratings equal to or below BB+ and Ba1 by Standard & Poor's and Moody's Investor
Services, respectively, or, alternatively, from a guarantor that is assigned a credit rating of BB+ or
below by PSE’s credit department will be considered Speculative-Grade Respondents.

Other credit terms, including but not limited to collateral thresholds, ratings triggers and/or similar
financial covenants will not apply to PSE but will apply to the party-Respondent.

6.2 Generation Project Acquisitions and Project PPA Acquisitions

PSE prefers acquisitions that do not impose credit support requirements on PSE. If any
respondent intends to propose that PSE provide credit support (e.g., in the form of a letter of
credit or otherwise), the respondent must describe in its proposal all desired terms and conditions
regarding such credit support.

PSE reserves the right to require adequate credit assurances that provide security for, among
other things, the value associated with market-based damages for failure to perform, delays in
construction, failure to meet minimum availability levels and/or other forms of default or non-
performance. Such assurances may include, without limitation, a parent or affiliate guaranty
and/or a letter of credit, each in form and substance, for a term and from a parent, affiliate or a
financial institution, acceptable to PSE. In the event PSE anticipates that adequate credit

All Source RFP — November 1, 2005
Page 11

/@ PUGET SOUND ENERGY

The energy to do great things pse.com



G002 ‘| JoquUIsAoN L ebed ‘I Hquyx3 — d-1H @2inos fIy ‘ou) ‘AbB1suz punos jabng

¥88°L |lev'e 88L'c [598°L |€68°} Le8't [89S'L [8LL°L [8¥9°'L |888°L [BEL'C |E0V'C |S9EC |S202
£98L |/€€%2 901‘c [208L [628'L [89/°L [90S'L [Z¥9°L [L25°L |918'L [|990°C [€82'2 |062°C |Pc0C
€€8°L  [992'2 8€0C [eblt 8221 |oiL'L [ovv'L €St [ees’t |sSL'L [200%¢ [ese‘e [2gge (e20e
8/L't |[26LC 2/6'L [S89'L |€el't GG9'L [26€'l [8€S‘L [89v'L [869°L [6E6'L |L6LC |PSLC [2202
8vL'L (vel'e 806°L |0E9‘t [049°L G6s't love'lL |[vev'L [9Ly'L [er9’L [448'F |SselC |880C [1202
ov/.'t [/90%C 8y8'L [8/S't 819} EVS'L [S62'L [eev't |99l |/8S°t [L18°F [rL0Z [+20'C [0202
00L°F [966°L 98/°1 [92s‘t le9s’'t [sév’L [ive'L |6/€°L |6LE'L |PES'L [6SL'L [666'F [6S6°F [6102
129t 1281 699'L logk't loZv'L |8/°L [SLE'L j9ve’L [98L°L [80V‘L [¥E9'L |2/8°F |I€8'L [8L02
GiLSs'L  |018°t 219l [9LE°} |EEP'L LEE'L [690°L |86L°L [OFE'L |VOEL [92S') {90} [599°L |Zi02
9/5't  [1¥9'tL 8yy'L [82e‘l |98E’L €82t [e20'L [I1SL°L [e60°F [9S2'L [e4P'F |P6S'L |209°L [9102
v09'L |e8S’i gee’l |i82't [ove'L |eee’t [986 |90L'L [8vO'L |202'L [8Lv'L [16S'E [ISS'F [S102
2lS'L  |l2s't Eve'lL |se2't |162°L 06L°L |vv6 090°L {Z00°F [I9F'} [99€'L |9€S't |96v'L [vl02
295°1 bV L v82°'L [S8L°L [eve't |ivLL (168 LLO'L |096 Ev0'L [8LL°} |p¥E’L |EOE'L [EL0C
SPS'L  jslet 160°L |000°L [090°L 96 0L 208 LL9 628 [820°F [LEL'L |MSL'} [2lOC

2sP'L  [6EL 1S5S 898 |€Sv 88¢ Si el 00€ 0gc  |Sev 969 €65 L10C
L2t |1S¥ S8¢ veZ |ceE 0S1 0 0 0L 56 58¢ 6EV €6€ |0L0C
pLL'L  |09€ 102 G911 [9S¢ 16 0 0 06 143 161 45 91€ {600¢
€80°L |SOE 8G1 gel  [91¢ [4°] 0 0 FA4 0 651 09¢ vic 8002
¥¥0°L  |€92 Lil 88 Vil 61 0 0 0 c0L  |vel £8¢ 9€¢  |L00¢
886 80¢ ¥6 ¥9 SG1 0 0 0 1] 06 vel £ee G8i 9002

Ho0fo1t paaN Ajloede) pue Abiau3 jo su0HD3I0ld AlYIuol 189402 S,3Sd L°L3 3Iqe]

"Jeak yoes ul yuow Jusiolep AB1aua jsow ay) JeawW 0} apew uesq aAey
suolippe uoneisusb pawnsse Jaye Buiurewal yoyep syl st siy | Jesak yoes Joj peAe|dsip s) yoyep Anoeded sead yeyuaiye .91 8y} ‘Aleuciippy
"ue|d 1s09 Isea7 500z |udy S,3Sd Uo paseq aie senjea asey ‘siesh Aluam) 1o} spasu ABisus Alypuow s Auedwod ayy sepinoid mojaq 8|qel sy L

310142 Yead pue pasN Abiaug Ajyuopw

paaN ABisu3 Alyiuo 3Sd - d4H 924nog uonessuay |y ‘| HQIYx3



Exhibit I, All Generation Source RFP — Evaluation Criteria

Evaluation Criteria

] Explanation of Criteria

Compatibility with PSE Resource Need

1) Timing

Proposals which are-available-eatly-inthe-acquisitiontime-period

are-preferred offer energy and/or capacity in a time frame
consistent with PSE’s needs. -

Proposals which provide substantial assurances of being
commercially available in the time schedule proposed are
preferred.

Proposals which individually and in combination best meet PSE's
need for energy and capacity are preferred.

Proposals that provide flexibility in their development timeline to
accommodate PSE's timing needs are prefetred.

2) Resource match to monthly
need

Proposals where generation from the underlying generation asset
closely match PSE’s monthly energy requirements or annual
capacity requirements or whose output can be controlled by PSE
are preferred over those which rely on shaping through short- or
long-term arrangements.

3) Match to monthly need
through contract

Proposals that provide a fixed annual price and shape the
underlying generation asset output to PSE monthly energy
requirements are preferred.

4) Operational Flexibility

Proposals which provide PSE control of project output acceptable
to PSE to respond to seasonal and real-time fluctuations in
ioad/resource balance and system reliability events are preferred.
This includes, for example, dispatch or displacement of the project
in real-time and, for jointly-owned projects, the ability for PSE to
elect to use for reliability purposes generation output that would
otherwise have been displaced by the other owner.

Additionally, PSE prefers proposals that provide the ability to carry
spinning or non-spinning reserves.

5) Performance Within
Existing PSE Generation
Portfolio

Analyses will include such factors as:

- impact on system reliability

- system dispatch and displacement

- termination rights

- location with respect to the regional transmission system and
PSE's electric system

- impacts on system reserves, load following, integration costs
and other factors

6) Resource Mix/Diversity

The diversity of resource technology and fuel types will be
considered consistent with PSE’s Least Cost Plan and the RFP.
Specific considerations include:

- technology type

- fuel supply type

- fuel supply source

- fuel supply reliability including control and deliverability

Puget Sound Energy, Inc.

All Source RFP — Exhibit 2, Page 1 November 1, 2005




Exhibit ll, All Generation Source RFP - Evaluation Criteria

Evaluation Criteria

] Explanation of Criteria

Risk Management (Cont’d)

7) Impact on PSE's Overall
Risk Position

(for proposals that make the
preliminary shortlist only)

Proposals and combinations of proposals will be evaluated to
determine the impact of the proposal(s) on PSE's overall risk
position with respect to PSE’s generation portfolio.

Risk scenarios will include such factors as hydroelectric production
variation, wind generation variability, fuel price volatility, and power
market price volatility.

Additional risk scenarios will examine the correlation between fuel
prices and power market prices, and alternative market price
scenarios. Other considerations will include exposure to
transmission congestion and costs.

All other factors being equal, PSE prefers proposals that resuit in
lower generation portfolio performance risk.

8) Environmental and
Permitting Risk

Proposals will be evaluated considering their status in acquiring
needed permits and the risk associated with futurefurther
environmental regulation and taxes, including greenhouse gas
emissions.

9) Respondent Risk

PSE will consider the information received in response to RFP
Part 1l, Section 5 and Exhibit IV, Sections 6, 7 and 8 in determining
risk associated with the financial condition of and performance by
a respondent and any third parties depended upon by respondent.
Lower-risk respondents are preferred.

10) Ability to Deliver as

& Schedule)

Proposed (Development Status

Information submitted by respondents in response to Exhibit IV,
Section 9 will be used to evaluate the ability of the respondent to
meet the commercial operation date proposed.

11) Ability to Deliver as
Proposed

the Project Team)

(Experience & Qualification of

An important consideration in judging the ability of a respondent to
provide a commercially operable project in the time frame
proposed is the experience and qualifications of the entire project
team as further detailed in Exhibit IV, Section 10. PSE will use the
information that is provided in response to Exhibit IV, Section 10 to
evaluate the respondent team for this criterion. PSE prefers
providers that have proven track records.

12) Status of Transmission
Rights

The ability to transmit power from the project site to one or more
points on PSE’s electric system is a requirement (particularly to

points on its system at which the deliveries may be effected and
used to serve load with no or limited transmission congestion).

PSE will use information provided in Exhibit IV, Section 5 of the
RFP, and if necessary the PowerWorld software tools, to assess
whether and to what extent the required transmission will be
available and whether and to what extent the necessary
transmission paths are subject to constraint.

13) Managerial Control

PSE prefers proposals that provide control of key elements of the
value chain.

Puget Sound Energy, Inc.
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Exhibit Ill, All Generation Source RFP -- Summary Data

Proposal Technology Type
(e.g. gas turbine combined cycle, hydro,

Nominal Capacity (in MWs) of Generation Source;

number and size of units

Incremental capacity (e.g. duct fire) in 10 minutes, if

applicable
Estimated Annual Energy (aMW)

Capacity Factor (%)

Winter (Nov-Feb) Energy Production (aMW)

Heat Rate (Btu/kWh, HHV) at ISO conditions

Expected Equivalent Availability Factor (%)

Expected Annual Forced Outage Rate (%)

(This should include only forced outages

and unplanned maintenance)
Expected Average Annual Planned Maintenance
Requirements (days/ year)

Start up time for hot, warm and cold starts (hours)

Minumum on-line time (hours)

Minimum down time (hours)

Mininum operating load (MW)

Heat rate (Btu/kWh)

Ten-minute start capability? (Yes/No) If yes, please
complete below.

Puget Sound Energy, inc. All Source RFP - Exhibit 3, Page 2 November 1, 2005



Exhibit lll, All Generation Source RFP -- Summary Data

0:01

0:02
0:03
0:04
0:05
0:06
0:07
0:08
0:09
0:10

Fuel Requirements at Nominal Capacity

Fuel Type
(primary fuel and backup, if any)

Fuel Transportation
(e.g. pipeline, rail, truck, etc)

Is Transportation Secured? %7

Interconnection Point

Point of Delivery

Transmission Provider(s)

Transmission Secured?

Puget Sound Energy, Inc. All Source RFP - Exhibit 3, Page 3 November 1, 2005



Exhibit IV, All Generation Source RFP — Proposal Requirements

1 Summary Data Form (Exhibit Ill)

2 Project Description

The proposal should include a detailed description of the project including the project's features
and development work completed to date. Include the following information, as applicable, or
indicate if requested information is not known:

2.1 Project Location and Size

e Identify the site where the project will be located. Provide a map showing the location of key
facilities. Show anticipated placement of all project facilities. Include a map that indicates the
location of the transmission line with which the project will be interconnected.

¢ Describe the project size (in acreage) and the land area-controlled relative to the project
facilities. If the project can be expanded, please describe the potential scope and conditions
for additional development at the site.

¢ Provide a list of leases, easements, and/or other ownership documents that demonstrate that
the respondent has control of the intended project properties and the legal rights to construct,
interconnect, operate and maintain the project as described.

2.2 Site Description

Provide a description of the site, including flora and fauna, proximity to inhabited structures,
proximity to areas that may be sensitive from an environmental, cultural, commercial, security and
any other perspective.

2.3 Project Capability, Availability and Heat Rate

e Provide the nameplate capacity and net capacity (in MW). If the project can be expanded,
please describe the potential scope and conditions.

e Provide the net capability rating and net heat rates at full load, 90%, 80%, 75%, 50% and
minimum sustainable load. If output will vary with ambient temperature, respondents shall
specify the net capacities and net heat rates at average annual site conditions and 95°F,
BO°F, 40°F, and 20°F. Include any must run information as appropriate.

¢ Include the estimated annual unit availability and any guaranteed minimum annual availability
and level of production.

¢ In an Excel spreadsheet and graph, show the distribution of the expected annual and monthly
output of the project (in MWh) including heavy load hour and light load hour production.

e As applicable, provide typical hourly energy production from the project for a one-year period
in electronic format. This will be used to evaluate the hourly variability of the resource.

2.4 Operating Limits

o Describe any limits imposed on the number of startups that may be performed per year or per
unit of time, any limits on the number of hours that a unit may be operated per year or unit of
time, and any minimum run times or ramp rates. Regulatory constraints must also be stated,
including operating constraints that are either implicitly or explicitly embedded in the permit
application or final permit conditions.

e Provide any existing or proposed procedures for, or limitations on, dispatching or displacing
the project (or individual units, if applicable), on a prescheduled basis or in real time,
throughout its full operating range, for economic reasons or for system reliability.

e Provide State-the-startup time for cold, warm, and hot starts including respondent's definition

of those terms. Include in tabular format, the ramp profile for each of these cases.
Respondent shall also specify any specific costs associated with unit startups.

Puget Sound Energy, Inc. All Source RFP — Exhibit 4, Page 3 November 1, 2005



ATTACHMENT B

PSE's Responses to
Frequently Asked Questions Regarding Its Draft RFPs

[07772-1208/BA052730.021]



$002/€1/01 Ty sOVA~ d:39/5d195007/A1ddns/inoqe/woo osd mmmy/:dny

‘pasu Ajoeded pue ABiaua abesane Guimosb s,35d Jo uopejuasaldal e st Mo|3q PapiAcd

*paau Sy} 19aW 03 S3DIN0SAI WB)-buo| $)99s ISd ‘Mo4b

0} S9NURUOD PaduU SIY3 se ‘1aAamoH ‘sabueyoxa pue saseydind Ajpeded w.a3-Poys yum
pasu Aydeded sy s39aW AQUALIND IS4 "Idyualyey saalbap 91 Buiwnsse ‘peoj xead
ANOY-3UO pajewsa s,3Sd 199w 03 A1essadau Ajioeded |eoLd3(D [eUOIIPPE JO Junowe
3y sI paau Aoeded s,35d "STOZ Aq 009T 03 Buimolb 900z Jo Jajuim ay3 Ul Aydeded

1O MW 000T Alj23ewixoidde sainbai 354 ‘poau Abiaud abesaae 5,354 Buyasw Jayy

"ST/$T0T 193um AQ MIWE 00S’T J9A0 03 Buimolb pmwe £€Z 40 [1ejoys e yum Aenuqad
2q 03 paadxa si yjuow 3oysp Abiaua 3saybiy s,3Sd ‘900z UI "yjuow a3yl ui sinoy ay)l
Ag 31 Buipialp pue ‘aq Aew ased ayj se ‘(UMW Ul passaldxa) uoijesauab 10 peo| Ajyuow
J9yue Buipiaip Aq paje|nojes ade (Mie) syiemebaw abelaAy yjuow ayj uj uoijessuab

abetane pue peo| abeiaae ay) usIMIaq DOUDIBHIP SY] SE paje|ndjed si pasu ayt “yjuow uoIeUIOUT DBI10Y

19JUiMm 3S9P|02 3y} ul Bupindoo Ajjesauab ‘yidyap Abiaud Ajyjuow jsaybiy ayy st pue
(MIWe) semebaw abeiaae Jo swua) Ul pajuasasdal s) pasu Abisus abessAe s,35d 'V dopudA e bujwodag
sJ1931e)

épa3u Ajpeded s,3sd
pue pasu A619ud dbelane s,3Sd UDIMIIG DIUIBHIP Y3 SI Jeym 0 Aiddns ABiaugz

Xapuy 03 Mumm
spegxpndy ABsauz Supuuwqgnsg

:d Y 2IN0S U RIAREG) Neq no 103 PNPUOD JO BPOD
51039931 Jo paeog ino'HE4804d dduerdwo)

suonsand paxysy Ajquanbaugone B SMWia Siedodiod
sjesodoud 104 359nbay AdUB1O1T ABIBUT 3B 32UNOS IV SO0 RPUEUIIA0D 23e100100

Aiddng U_huwgwmu_amm M3IAIDAQ

= ase 3 pud |
ONISHION DNIAH | SNOLSIANI E ST CE  ALNOWHOONAD | SSINISNG WNOA | 3KOH uNOL

_Eu._num { dewaus | snidejuo) ‘%
AD¥INI Qz:ommu:a@

T
ANBGIY 354

G Jo 1 98eq A819ug punog 1038nJ



S00T/€1/01 Wy 'sQVA dI3/5d145002/A1ddns inoqe/wos-asd mmar/s:dny

éuonejuawajdwi jeusajul o3 sjesodoiad Aaxuany 43ja1d 3Sd S90Q D

:d AN 92IN0S3Y IPIS-PUBWI(] SBL) PUB ILIPIAY

*SaNSS)

A}l|eiauapijuod pajeldosse sey Yydiym ‘Junodde oju; $321n0sat BuisIXa s,35d sovey [opoul
Bujuaautds oljojod 3yl ‘1aypnd -dyads 30afoud 3snl ueyy ssow si pue Asejeridoad

S| s|jopow s,35d ut pasn 2160] ay] “juapuodsal e 0] sjapowl S1I apiaoad Jouued 3Sd iy

is|apow
BuUIUDIDS/}S0D PAZIIA3| s) apiInodd o) Buljjim 9q 3Sd PINOM O

*SI34J0 2INOS3I JO UOIIRNI|RAS dAIE}IUEND By}

Ul pasn aq |Im %#P°g Jo |elded Jo 350D abesane pajybiam j|eaaA0 ayy ‘uonezijelded |e30)
40 9%EPH U0 UINJBL %E QT UJeD 0} PaMOjje St 3Sd 4ap40 Jey3 u] “jepded Jo 30D pamojje
$,3Sd 395 UOISSIWIWOD 3y} ‘S00Z ‘8T Adenugad pajep ‘uoissiwwoy uoieodsuel |

puy sa13i|N uojbulyseM SU3 WOy JSPI0 ISeD SIRY |BIDUDD JUDIDI ISOW Y] U] 1Y

éleyded jo 3s0d s,35d S! leym O

's$9204d d4d SIy3 ui saniunpoddo sjqissod Jo
abued 3sapim ayy Bunenjeas ul pasaldlul S| 3Sd ‘1ayung ‘suondo samod paseyoind pue
diys4auMOo JO pa3sisu0d 1sl) Hoys S,3Sd ‘(£00Z) d4d U234 3S0W S,3Sd YIM 'SJaWwoisnd
Sl 404 AjjIqe]s 31e. apiaoad pue dsit 9161w Jey) S324N0SaL 1500-15e3)| sJoaid 5,35 [y

étamod
Buiseydind sA sjasse Bujumo 10j 3duaIRRId B dARY 3Sd S90Q D

FREFPIPIFIEPEISPIPP P FESPPPFIS PP LI FE PSP

..................... Lll\ll‘llclol’lllu]q W
RN ..wll e
paay Auoeden peay ABi us,m fd

G Jo 7 a3eg A81sug punog 198ng



S00T/E1/01 Wiy sQVA~ ddd/5d:195007/A1ddnsanoqe/woo-osd mmm//:dny

£924N0S [|B U0 JIpUn S321N0SII |[eNPIAIPU] 3nss] 0} 6utob noA auy D

*paiIUDdpI 21B SUOIIN|OS UOISSiWsSuUe.] jeljualod pue s1ndd0 juawdolaAsp

Jayuny se Ajljigeia a1niny Joj siseq Buiobuo ue uo s3oefoad 3say) J03juowl 03 SnuUod
[IIM 3Sd "Alessadau g Aew Juswido|dAapO jey] $aziubodal 3Sd ‘seoueswnol
uIead Ul “1ayung "Ja3uad peo| 5,3Sd buiyoeas wody |eod pue puim se yons sa0Jnosal
1505 MO ulead apnpald (uoissiwsued) Se Yons) sjuiesisuod 931nosad jeys saziubooau
3Sd 'SS920.d d4y 924n0S-||V SIY3 Ui PadU S JO |Ie |1l [iIm 3Sd 3Byl A|lj Jou si 3]

‘[|I9Mm se ssado4d ay3 Jo apisino payiwgns sjesodoad

sojen|eaa pue ssa004d 5uiobuo ue se sa24n0sad JO UOHISINDI. BYJ SMBIA JSd "S24Nosal
alinboe Aew 3Sd YoIym Ul winaoy Ajuc ayj Jou si 3 ‘Janamoy ‘sjesodold ajenjeas

03 Y2IYM Ul JUBLIUOIIAUS ISNQO4 © Saplaoad $Sa004d 44y 9yl "dwi} J9AC pasu s3Sd
yojew eyl S324n0saJ 3S0D Isea| aJdinboe 03 SI $s9004d 44y 921n0S-|ly Siul JO [eob ayl v

£924N0S |je ay) Japun Junowe j|nj a3y} |j13 03 buiob noA aiy D

*adn1onas jeyded pue 3500 |ejided s, Auedwo)

243 uo suolIsinboe a31nosals aun3ny Jo Pedwi syl Ajauenb o) pue samod paseyoind jo
SMBIA ,S3iouabe Bued Japisuod 03 Auedwor) syl pajonsisul A|ssaldxa sey uoissiuwo)
uopeModsuel] pue sa13iian uolbuiysem ayy ‘uoiippe ul ‘bBuned Jpald Jus4ind sy
anosdwy 40 ujejulew o3 si Auedwod) ayy Ji yuepodwy S 3Gap panduwl JO UOIRIIPISUOD)
sjuawaadbe aseyound Jamod 10) pandwi og pinom eyl 3gap bulpnpput ‘ydd 10 30afoud
e 0} pale|al IGop YIM paIRIDOSSE SIS0 JO dAISN|DU s|esodold 44y 21enjeAa ||Im 3Sd v

£199p 10341pul 10/3D2.11p
JO 3502 9Y3 INOYUM 10 Y}IM SIS|[oYs By} Bunnen|ea aq 3sd IIIM O

‘suondwnsse 119y} JO uoieIUSWNIOP apiaold

0} payadxe ale sjuspuodsal ‘IIT AQIYXT Ul JOU SBAI} 3INSEIW 404 *d4Y S22IN0SY
apIS puewaq ay3 4o [II NGIYXT Ul papndul si $aAl| alnseaw abesaae pajadxs

40 39|qe} V¥ ‘awi 3y3 e 3|qejieAR UORWLIOUI 3524 2Y) U0 Siy) Buiseq a4,9M ‘ON 1V

ébunjiom
lI11s @4e A3y) Jey] 23S 03 prod Y UMOP X}I3YD JO pUuD| dWOS 3 3194}
HIM éAem Aue ul 341 a1nseawt ay) o} pi2y 3q siapiaoid ayl |jim O

's|seq 9sed AQ 2sed e uo
SaARUID)(R 19YIO0 43PISUOD |[IM ING SHoYD weaboad Bunsixa s,35d UM A|2SOoD SHI04D
1134} 93eulplood 03 payadxa aq |jIm sjuapuodsay “sjesodoad Aaduuny 43joud s Y

G Jo ¢ adeq A81oug punog 198ng



S00T/€1/01 [y sOVA~ dId/sdI4500¢/A1ddns/inoge/woo-asd mmmy:duy

é(ddu
yelqa ayy jo g abed ‘g Jied ‘T U01DBS) eLISILID uolenjead Alewid
jesodoud 1noA 10j sabeiuadiad Buinybiam pue Bullods ay) ale jeym 0

‘leJa3e||od piq Jo

pupy Aue Buisanbal jJou sI 3Sd "uoidesuel] ayz 6uiso|d uodn pajsod aq ybiw jeiale}|od
‘ain)pnas diysiaumo ue 104 "pandaxs uaaq sey Ydd Yl uaym pajsod |eia3e||0d 2q
JYBiw 313y} Vdd e Jo4 "abeis |eap-isod ayj jo Hed ale sjuswalinbaa |eldejjod ayl vy

ZI2W jou si yuswaainbal syl J1 suaddey
1eYM ‘Jeid1e]j02 3sod 0] Judwiinbal e s33e)S d4Y Yedp 4no, D

*31qissod aq jou Aew SIy} $324N0OSA
pes|-6uoj 104 1oyl aztubodas am ‘1sAaMoy ‘siaquinu ayj punote Ajulenad
alow J3ja.1d pjhom 3S4 ‘|lenba buiag sbuyl 19y3o |Iv "SaA ‘Ajjeiaudn 1y

Z1ua12134ns saipnys asuabijip anp
p1lOS uo paseq siaquinu yjie} poob pue abpajmoud aay 10O

'S19quinuU asoy) JO S.njeu ay) aqiidsap 0} pue aigefieAe siaquuinu 1saq 243
apiaoad 03 Juapuodsad ayj padxa pINoM JSd ‘92.n0saa pes|-buoj e 1o4 1y

£S921n0sa. ped|-buo] 10} siaquinu dAI3edIpUl "SA
‘sjuawdalbe UO1IIdUU0IIUL pue SIPeIJU0D [9n) Jejndnled
ut ‘sjoeqjuod piljos .10} sjuawadinbag 1noA aile jeym ‘os 1 :0

's9160]0uUL23)] [ENPIAIPUL J0) Sd4Y d3eiedas anss| pinom 354 1eyy palejdwsuod
30U s 3 ‘a104243Y] 'Sa160[0UYD3] |B JO BAISN|DUl 3G 03 JURBW SI 44y IINOS-||V YL Y

é9anuaj jeyy sy “sjesodo.d
judwdojanap bundadde s| 3sd 1ey)l sieadde 31 ‘d4y 9243 uo paseg D

"'SOA IV

PX.E}.
s,3Sd 03 asuodsaa ui jesodoud auo ueyz 210w jwqns AJua ue ued D

*sa160jo0uyd3] |ENPIAIPUL 10 Sd4Y D3eiedas anss| pjnom 3Sd Jeyy pajejdwiajuod
J0U s 3 ‘ai0ja49Y ) 'Sa160|0uYID] ||B JO SAISN|DUl 3G 03 JURBW S| d4Y 9IINOS-||Y YL Y

G JOo ¢ 93eq A31oug punog 193ng



S00Z/€1/01 Wy sQVA ™ d¥/Sd-195002/A1ddns/inoqe/wooasd mammy//:dny

#oeqpeed eiisaem | Aonod Aoeaud | esn jo suuep | pameses sybu gy “ABieu3y punog 186nd v00Z @

"UI22U0D siy3 yb1amino pinod siodey JaYylo ‘Ianamoy
{AjIxa1dwod |euonippe ppe sidumo ajdiinw jeys aduauadxa §,3Sd SI 3] "24nNIIN3S
diysaaumo 3jdiinw e yym 9)geIojwod ssa| 3q pjnom 3Sd ‘Bupjeads Ajjesauas) 1y

ésidumo Aueduwiod
3|dninw sey jey; ainjonais diysiaumo ue jo uojuido s,3Sd SI 1eym 0O

*yoeo.udde an3stjoy e
Buisn pajenjeas ase el "sabejuadtad Bupiyblom pue Buliods Ajdde jou ssop 354 v

G Jo ¢ 98eq A81oug punog 198ng



PSE’s August 18, 2005 RFP Public Meeting
Frequently Asked Questions

Q. Is PSE looking at a self-build option?

A. Under the Washington Administrative Code, PSE has an obligation to compare resources in our
solicitation process with a self-build option. As a practical business matter, we expect to rely upon
resources acquired via the competitive marketplace. We do not envision doing front-end project
development.

Q. Will PSE define characteristics in a self-build option?

We do not intend to define the self-build characteristics; however, we expect the self-build option for
comparison purposes to be a new CCCT or simple-cycle CT, since PSE does not have the internal
expertise to do a self-build for many of the other technologies for which we would expect to receive
proposals.

Q. How will PSE deal with new vs. old technology?

Emerging technologies are always a challenge. Generally speaking, PSE does not want to acquire
prototype technology. However, the time horizon under consideration in this RFP allows PSE to
continue to evaluate emerging technologies that show promise and engage in dialogue with such
respondents.

Q. Can PSE provide additional information, such as load duration curves, so respondents may
better understand PSE’s capacity need?

A. PSE is looking into what information it can provide that would be helpful to respondents. A response
will be posted to this site.

Q. Can PSE provide a map showing transmission constraints?

2005 NW Constraints
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PSE’s August 18, 2005 RFP Public Meeting
Frequently Asked Questions

Note: The Western Electricity Coordinating Council’s (WECC ) web site can provide additional
transmission information such as path ratings, study reports and transmission maps. Click on the following
link to be taken directly to the WECC site: http://www.wecc.biz.

Q. Are you going to fill the full amount under the all source?

The goal of this All-Source RFP process is to acquire least cost resources that match PSE's need over
time. The RFP process provides a robust environment in which to evaluate proposals, however, it is
not the only forum in which PSE may acquire resources. PSE views the acquisition of resources as an
ongoing process and invites proposals to be submitted outside of the process as well.

It is not likely that PSE will fill all of its need in this All-Source RFP process. PSE recognizes that
resource constraints (such as transmission) preclude certain low cost resources such as wind and coal
from reaching PSE's load center. Further, in certain circumstances, PSE recognizes that
codevelopment may be necessary. PSE will continue to monitor these projects on an ongoing basis for
future viability as further development occurs and potential transmission solutions are identified.

Q. Is there a preference for renewables? Or is this evaluated through the public benefit criteria?

. Renewables are evaluated using the same methodology as other projects. Renewables receive the
benefit of production tax credits (PTC) and accelerated depreciation, where applicable. Generally
speaking, renewables also evaluate better than other projects with respect to criteria related to
environmental risks and public benefits.

Q. Are bidders expected to make proposals for transmission or upgrades to transmission?

A. If the project is outside PSE’s service area, then a transmission component, including an OASIS
request, is desired. If transmission from the project area is constrained, PSE would want the proposal
to indicate how, from the respondent’s perspective, this could be addressed. PSE has provided a list of
preferred transmission delivery points in the RFP and is always open to discussion about solutions.

Q. Are proposals required to provide a fuel supply?

If a project doesn’t come with a fuel supply as part of the proposal, PSE will make assumptions based
on its market forecasts.

Q. If PSE’s model is only a 20-year evaluation, how are longer-lived ownership projects evaluated?

A. PSE’s portfolio screening model (“PSM”) model computes end effects to take into account the value of
the project at the end of the 20-year life.

Q. Are projects evaluated individually or as part of a portfolio?

In Phase I, projects are evaluated based on their individual performance and their performance within
PSE’s portfolio. In Phase II, combinations of projects are evaluated in the portfolio.

Q. Where does locational congestion/stability evaluation take place? At what stage does this take
place?

A. The PSM is based on PSE’s portfolio and control area and treats transmission as a cost adder. The
analysis of transmission congestion will occur through the qualitative evaluation, which is
contemporaneous with the quantitative process. As a whole, it is a thorough evaluation in which no
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one criterion, quantitative or qualitative, can determine whether a project is carried forward to the next

stage of the evaluation process.

. What is PSE’s perspective on baseload resources? Will PSE be looking at baseload and capacity
separately or differently? Does PSE have a preference?

PSE does not have a preference for any one type of resource. The Company is looking for a
combination of resources that are shaped to meet its resource needs.
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Q. Is there a greenhouse gas cost adder? Has PSE established a fixed adder?

A. There is not an established greenhouse gas (“GHG”) cost adder, but PSE intends to utilize scenarios
along the lines established in PSE’s 2005 Least Cost Plan for its evaluation of environmental
regulation. The scenarios will be updated based on current and proposed legislation and any current
analyses of GHG regulation at the time of the RFP.

Q. What confidence can bidders have that their confidential information will be kept confidential,
in light of attempts by third parties to challenge this in the WUTC proceeding regarding PSE's
last RFP (the "2005 PCORC")?

A. Under the Confidentiality Agreement for this RFP, PSE will seek a "highly confidential" level of
protection for such information from the WUTC. As in the 2005 PCORC (WUTC Docket No. UE-
050870), PSE expects to ask that the WUTC restrict persons from having access to that information
who are in a position to make competitive use of the information because of their work within the
energy industry. (Note that PSE is not requesting that this restriction apply to internal employees of
the Washington Attorney General's office — at the WUTC or the Office of Public Counsel — because of
the WUTC's roles as auditors and regulators and because of legal restrictions on their disclosure of
information they obtain through their employment with the Attorney General.) However, as in the
2005 PCORC, some parties may argue that their attorneys and experts should be given access to the
information and only restricted from using the information for other purposes. The WUTC
administrative law judge and Commissioners are the ones who would make the ultimate decision
regarding what will be kept confidential and what the level of that confidentiality should be.

This dispute about an "access" versus "use" restriction has not yet been resolved in the 2005 PCORC.
The parties have been trying to find ways to answer questions raised by persons who do not have
access to the highly confidential materials without revealing any highly confidential information. The
WUTC permitted representatives of developers to participate in the pre-hearing conference in the
proceeding to voice their concerns, and several developers have submitted written comments to the
WUTC on this issue. Further information regarding the 2005 PCORC can be found at the WUTC's
website, www.wutc.wa.gov, by clicking on the news item on the first page about the "Puget power cost
only rate increase" and then clicking on the link to the Document list at the end of that article.

Entities concerned about the level of confidentiality that will be provided for materials submitted in
PSE'’s new RFP may wish to submit comments on the issue to the WUTC in Docket No. UE-051162
prior to September 28, 2005. Instructions for doing so are found in the WUTC's Notice in that docket
dated August 10, 2005.

Q. Part of the RFP requires permitting information, etc. Does this apply only to projects in
development or to completed projects as well? And why?

A. PSE requires that permitting information be included for both development and completed projects.

This is used in PSE’s evaluation process, particularly in its evaluation of risk management issues.

If you would like to submit additional questions, please e-mail Sheri Maynard (PSE Resource Coordinator)
at sheri.maynard@pse.com.
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