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Puget Sound Energy, Inc. 

Minutes of the 
Energy Management Committee 

Meeting on April 22, 2010 

Attendees 

The following voting members of the Energy Management Committee (EMC) attended 
the meeting: Kimberly Harris, Eric Markell, Sue McLain, Jennifer O'Connor, and Bert 
Valdman. 

The following non-voting members of the EMC attended the meeting: Salman Aladin , 
Chris Bevi l, Jim Eldredge, Roger Garratt, Chris Janak, George Marshall, Lisa Rice, Clay 
Riding, Wayman Robinett, and John Story. 

Guests included: Bill Donahue, Brian Doughty, Anne Etter. Martha Monfried, Michael 
Mullally, Rob Neate, Ed Odom (proxy for Paul Wiegand), Sam Osborne, Aaron Panzer, 
Cara Peterman. Steve Reynolds, Jim Sammet, Aliza Seelig, Larry Tornberg, Chris 
Walford, and Paul Wetherbee. 

Call to Order 

The meeting was called to order in the Wild Horse conference room at 9:05 a.m. 

Approval of Previous Meeting Minutes 

Minutes from the March 18, 2010 EMC meeting were distributed for review via email on 
April 7, 2010 and fina l approva l was received on April 15, 2010. 

Standards of Conduct Requirements and Guidelines 

A reminder of the Standards of Conduct was contained in the agenda that was 
distributed to attendees and a verbal reminder was provided by Chris Bevil. 

New Matters 

2010 RFP for All Generation Sources: 

Aliza Seelig presented an update of the evaluation process of the 2010 Request for 
Proposals (RFP), including the Phase I and II evaluation results for the renewable 
proposals. Aliza provided an overview of the Phase I renewable evaluation and 
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identified the renewable proposals that advanced to the more in-depth Phase II 
evaluation . 

Selected for the Phase II evaluation were three proposals submitted in the RFP, one 
unsolicited wind PPA proposal that was submitted outside the RFP, and the Lower 
Snake River (LSR) Phase I wind project being developed by PSE. 

A handout was provided to the EMC showing a summary of the evaluation results of 
each proposal. 

Aliza then described PSE's renewable need and how the IRP plan, other analytical 
modeling , and assessment by the PSM III tool demonstrate that accelerating the 
acquisition of a certain amount of renewables is cost effective for PSE's customers. She 
explained that additional benefits can accrue to customers with somewhat larger, earlier 
acquisition of renewables if PSE can act to capture the Federal Treasury Grant that 
expires in 2012. Such action and benefits presume that not less than five percent of the 
construction budget is expended by the end of 2010. 

Aliza then reviewed the results of the Phase II proposal evaluation and summarized the 
conclusions for each of the proposals. Aliza summarized data that demonstrated that 
LSR Phase 1 is this lowest reasonable cost, lowest risk wind project of the candidate 
short-listed projects because LSR Phase I is in the most advanced stage of 
development with the least execution risk and is best positioned to meet the stringent 
requirements of the Treasury Grant. Aliza explained that the unsolicited wind PPA 
proposal required additional evaluation because it was submitted late into the RFP 
process. She further explained that the biomass proposals are considered to be a 
capacity resource and will continue to be evaluated with the alternative capacity offers 
in the next phase of the RFP. It was explained that three wind proposals in the Phase II 
analysis were not selected for further consideration due to execution and price risk , in 
particular the risk that the bidder could not timely accomplish the amount of remaining 
development work in order to meet the Treasury Grant deadlines. 

Jennifer O'Connor asked if we had the staff and professional resources required to 
negotiate any of the other projects if LSR Phase I did go forward . Roger Garratt 
responded that we would probably have the resources to negotiate a PPA, but it is 
unlikely we would have the resources to negotiate a complex ownership transaction that 
requires significant additional development work in the timeframe to capture the 
Treasury Grant. 

Bert Valdman asked whether we have changed our view of the value of REGs given our 
insights to the marketplace. Aliza responded that we value sales of RECs in our 
valuation models based only on the value of the voluntary REG market. PSE staff 
believes this is a sensible and conservative approach to REG valuation that does not 
tend overstate the value of any renewable resource. 
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The EMC then had active discussions on the current market environment and the 
proposal evaluations. A copy of the materials presented is filed with the records of this 
meeting. 

Lower Snake River Wind Project Phase I: Paul Wetherbee presented a report on 
LSR Phase I ("Phase I") and recommended that the EMC recommend to the Soard of 
Directors that it approve Phase I for final development and construction. 

He then described the four wind resource areas associated with LSR currently under 
development by PSE and explained that the recommended decision is limited to Phase 
I sited in Garfield County where the project holds an non-appealable permit. 

He described the project features and discussed the project's transmission needs 
including BPA's required network system upgrade investment and its interconnection to 
the new SPA Central Ferry substation . Paul then demonstrated how Phase I serves to s 
meet the Company's renewable portfolio standard requirements, how Phase I aligns 
well with the 2009 Integrated Resource Plan renewable development acquisition 
schedule, and how three other separate analyses document the cost benefits to 
customers of accelerating renewable additions in advance of the 2016 Renewable 
Portfolio Standard milestones. He stressed that timely project commencement and 
execution was essential in order to meet the Treasury Grant deadline and how LSR 
Phase I was best positioned to meet the deadline compared to other renewable 
alternatives Aliza Seelig presented in the previous presentation. 

Paul then presented a summary of the key commercial terms for each of the major 
project agreements. 

A discussion followed on the balancing control area for the project. Paul stated that 
Phase I will be in SPA's balancing authority ("SA") with a future option to place the 
Phase I into PSE's SA. Roger Garratt noted that based on infonmation available today, 
the economic difference between placing Phase I in SPA's SA and PSE's SA is small 
and that PSE has initially elected to keep Phase I in SPA's SA because it provides PSE 
with the flexibility to move the project into PSE's SA should economics shift in the future 
to make that more economically advantageous to the customer. 

Paul then described the major elements of the Phase I capital budget. Paul noted that 
compared to the January 12, 2010 draft version of the capital budget plan for LSR, 
which projected two phases being built by 2012 of 250 MW each, the current 
development plan for the project through 2012 has been significantly scaled back to 343 
MW. The EMC then discussed the current development plan analysis that evaluates an 
option to accelerate up to an equivalent of 600 MW of wind by 2012. and the risks 
attendant to such an ambitious plan of construction. 

Following the discussion, the EMC unanimously approved a recommendation that the 
Soard of directors be asked to approve LSR Phase I in accordance with the plan of 
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development being recommended . A copy of the materials presented to the EMC is 
filed with the records of this meeting. 

Firm Pipeline Capacity for Kittitas : Bill Donahue presented an update on options 
being considered for long-term finm gas pipeline capacity to serve the Kittitas service 
area. He described how the area is being served currently and the numerous options 
that are under consideration. He explained how several of the options being considered 
have lost momentum due to increased cost pressures. He described preliminary 
discussions with Cascade has indicated interest in providing a firm capacity release to 
PSE for Kittitas in exchange for PSE's release of some Jackson Prairie storage capacity 
to Cascade. Following a discussion of the proposed plan, the EMC suggested 
continuing discussions, but requested additional analysis before any further action or 
guidance can be provided. Bil l agreed to update the EMC after additional information 
has been gathered. A copy of the material presented is filed with the records of this 
meeting. 

Power and Gas Position: Salman Aladin presented the Power and Core Gas 
positions and exposures. Salman explained that the position was balanced and within 
limits. A copy of the material presented is filed with the records of this meeting. 

There being no further business, the meeting was adjourned at 10:58 a.m. 

Next Meeting 

The next meeting of the Energy Management Committee is scheduled for 9:00 A.M. on 
Thursday, May 20, in the Wild Horse Conference Room (PSE-12). 

Respectfully su mitted: 

4' C 
Mills, Secretary 

Accepted by the Energy Management Committee : 

~~ 
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