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« OnAug. 3, 2023 the Board of Directors authorized PSE to execute the following contract:
* Membership Interest Purchase Agreement (“MIPA”) with Caithness Beaver Creek, LLC at a
purchase price of approximately for a 100% ownership interest in Caithness

Montana Wind, LLC (“Project Company”), which owns all the assets associated with the
Beaver Creek wind project:

Background

 PSE and Caithness executed the MIPA on September 14

« Conditions precedent to closing are largely on track for a MIPA closing on or before December 4.
Select condition precedent highlights include:

+ Lease amendments and estoppel certificates under review by six landowners
« Conditional Use Permit approved and set to be non-appealable on or around November 10t
«  BOP and TSA contracts are on track to be in form and substance satisfactory to PSE
* Northwestern transmission study for requested PTP transmission delayed beyond closing.
+ PSE mitigating by having Power Engineers perform power flow study to understand what a
Northwestern study may conclude (preliminary results available week of 10/23)

« Caithness provided microwave study for FCC registered paths. Voluntary filing throug PUGET
2 | NTIA covers non-FCC registered federal paths. PSE requesting Caithness to submit. ENERGY

| REDACTED VERSION I
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Recommendation

Based on due diligence performed to date, Resource Acquisition recommends the EMC authorize
PSE to seek board approval, at a date to be determined, to execute the following contracts:

) Balance of Plant Agreement (“BOP”’) with Wanzek at an indicative price of—\o erect turbines, design
and build electrical collector system, design and build project gen-tie transmission line, design and build project
substation, design and build turbine foundations, design and build project Operations and Maintenance building.

) Request authorization to execute an immediate Limited Notice To Proceed with Wanzek.
) BOP is in draft form - PSE is negotiating terms directly with Wanzek and anticipates contract execution
would occur before year end, after design is advanced and equipment and material is sourced and priced.

) Turbine Supply Agreement (“TSA”) with GE at a total price of_to purchase 88 x 2.82 MW-127M
turbines and a total nameplate of 248.16 MW .’
) TSA is in draft form - PSE is negotiating terms directly with GE and anticipates contract execution would

occur shortly after closing.

o Full Service Agreement (“FSA”) with GE at eitherm or-
Ffor certain operation and maintenance services for the turbines supplied
under the .

PUGET
SOUND
3 | "' Under the LOI and the draft TSA, PSE may reduce the number of turbines by-rovided Seller receives written notification from ENERGY
Buyer by January 10, 2024.

| REDACTED VERSION I
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Balance of Plant Agreement

PSE selected Wanzek (a Mas-Tec company) as the BOP contractor from a field of‘FP finalists
«  Wanzek has extensive experience building wind generation facilities || flflacross the United States

BOP is o} 2orccment between PSE and Wanzek with an indicative price”for the detailed
engineering, procurement, and construction of all project BOP components including site civil work, wind turbine erection,
O&M building, electrical collection system, plant substation, and generation interconnect transmission line

»  Supply of the wind turbines not included in BOP contractor scope of supply

* Main transformer and certain substation equipment to be procured by PSE due to equipment lead times
« All other plant components to be procured by Wanzek

« Pricing will be finalized by year end after design is advanced and materials and equipment are sourced

Includes liquidated damages (LDs) for milestone delays up to an Aggregate LD cap of-of the contract price
Includes customary termination rights subject to the termination payment’
«  Notably, PSE may terminate for failure to meet key milestones and if Wanzek’s liability for LDs ||| Gz

Includes standard EPC warranty for 2 years after substantial completion of project, including all equipment (other than
wind turbine generators), and includes serial defect warranty for equipment

Requesting authorization to proceed with engineering under limited notice to proceed until BOP is executed in December.

"Termination Payment shall equal the sum of the following: (a) portion of the Contract Price for completed but unpaid work; (b) Wanzek’s reasonable PUGET

demobilization expenses plu and (c) expenses reasonably incurred by Wanzek in terminating contracts with Subcontractors plus -af such SOUND
! ; L - L . ENERGY

expenses, except to the exten E has instructed Contractor not to terminate such contracts. Termination payment terms remain subject to negotiation.

2Includes [ llaciustments to increase size for O&M building, double handling turbines and yard, and foundation blasting.

| REDACTED VERSION I
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SHADED INFORMATIONIS DESIGNATED AS

Letter of Intent

« TSAto be signed at Closing on or before December 4, 2023

Letter of Intent executed between GE and PSE with limited notice to proceed on
September 22, 2023

Model: GE 2.8-127 (89 meter hub height)

*  Total price:

*  Turbine deliveries scheduled to begin May 2024
*  GE milestone payment schedule:

Milestone Est. date % | Cumulative ($/%)
Down Payment on signing of LOI Sep. 22,2023

Calendar Payment due 2 [Dec. 4, 2023]

Calendar payment due Dec. 15, 2023

Delivery to Carrier Est Q2 2024

Turbine Completion EstQl 2025

Final Project Completion Est Q1 2025

Pricing will decrease by_if buyer executes both a separate-SA Agreement and separate
BESS purchase and services agreements with GE affiliates?

«  No discount will apply if FSA Aireement is not executed |l 2 BESS purchase and services

agreement is not executed
1All pricing is predicated on receipt of payment in accordance with the payment schedule above and TSA execution with full NTP by Dec 4, 2023 ENERGY

2Subject to execution of a new LOI with GE
SBESS agreements may be for Beaver Creek or an alternate project of comparable size in the coterminous U.S.

| REDACTED VERSION I
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Turbine Supply Agreement

6 |

Turbine supply will consist of 88 newly manufactured GE 2.82 MW-127M turbines

Pricing for new machines is compared with _forecast in August for combination of new and previously titled
turbines

PSE technical team is finalizing turbine option selections (examples of selected options include _
!ccountlni !or tur!lne options an! spare parts at -results in an expected total turbine cost of_

PSE can terminate the TSA in whole or as to any Unit(s) for convenience prior to the delivery of such Unit subject to a Termination
Amount

Termination Schedule

In the event PSE terminates the TSA with respect to any Unit(s) and the FSA has been executed, the FSA would automatically
terminate with respect to such Unit(s) and a termination charge would also apply under the FSA (see slide 7 for FSA termination
amount)

"The purchase price shown_is for a base model without available options. PUGET
2The LOI allows PSE to purchase 88 turbines with the flexibility to reduce the number of turbines by -rovided Seller receives written SOUND

notification from Buyer by January 10, 2024. ENERGY
3Subject to execution of an amendment to the GE LOI currently being drafted

| REDACTED VERSION I
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Full-Service Agreement

*  Full Service Agreement (FSA) with GE for service, maintenance and monitoring of the wind turbines acquired under the TSA including
all labor, parts and components, materials, consumable items, tools, equipment and field, fleet and performance engineering resources

. Additional coverage for specific balance of plant (BOP) scope of work is offered and being evaluated

. GE will utilize internal management and specialized technicians, and third-party independent service contractors to perform
planned and unplanned maintenance

. Remote 24/7 performance and reliability monitoring is included

: CurrentlyevaluatingWand—
maintain reliability a Vi Vi xioilty with GE turbines
* Liquidated damages are due to PSE if turbine availability is less than_and_of the FSA

»  Either Party may terminate the FSAmer Party’s material breach where (i) such breach cannot be cured; (ii) the defaulting

options to minimize risk,

party fails to cure such breach withi f notice of the breach; or (iii) if a reasonable cure plan is in place, within of
notice of the breach. This would include s failure to make the Facility available to GE to perform its obligations.

. Termination Amount:-of the total expected price to be paid between the termination date and the end of the agreed
contract term

. PSE does not have an express right to terminate the FSA for convenience, but it does have a right to terminate the TSA for
convenience and upon such termination, the FSA would also terminate with respect to the terminated Units

PUGET
SOUND
7 | ENERGY

| REDACTED VERSION I
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Construction budget estimate for 248MWac

$000's $/kW % of Total|

DEVELOPMENT BUDGET

Dev Right & Reimbursable

TOTAL DEVELOPMENT BUDGET

CONSTRUCTION BUDGET

Wind Turbines

GE Turbine Supply Agreement

GE Contract Option & Spare Parts

Balance Of Plant

Wanzek EPC Contract Price

Step-up Transformer

PSE Project Management, IT, Remaining
NWTn Upgrade, PSE Ops & Equipment,
County Impact Fee and other

Contingency

TOTAL CONSTRUCTION BUDGET

AFUDC

TOTAL ALL-IN CAPITAL COSTS

534,260 2,153 100.0%

8 |

| REDACTED VERSION I

Increase in proj
per unit cost by
overall project costs by

Key budget updates since Aug BOD

ecreases forecast
and increases

Development budget reflects reimbursables to
GE contract reflects the higher nameplate, updated
pricing and contract options“

BOP contract reflects selected EPC and
transformer pricing

PSE project management plus continge_n_cy reflects

updated forecast and inclysi
interconnection upgrade

eases due to earlier COD

A rucer

QUUINY

ENERGY

Exh. CPC-8HC
Page 8 of 569



SHADED INFORMATIONIS DESIGNATED AS
CONFIDENTIAL PER WAC 480-07-160

Detailed cash out forecast and funding commitment
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Recommendation

Based on due diligence performed to date, Resource Acquisition recommends the EMC authorize
PSE to seek board approval, at a date to be determined, to execute the following contracts:

) Balance of Plant Agreement (“BOP”’) with Wanzek at an indicative price o_to erect turbines, design
and build electrical collector system, design and build project gen-tie transmission line, design and build project
substation, design and build turbine foundations, design and build project Operations and Maintenance building.

) Request authorization to execute an immediate Limited Notice To Proceed with Wanzek.
) BOP is in draft form - PSE is negotiating terms directly with Wanzek and anticipates contract execution
would occur before year end, after design is advanced and equipment and material is sourced and priced.

) Turbine Supply Agreement (“TSA”) with GE at a total price of -to purchase 88 x 2.82 MW-127M
turbines and a total nameplate of 248.16 MW .’
) TSA is in draft form - PSE is negotiating terms directly with GE and anticipates contract execution would
occur shortly after closing.

e Full Service Agreement (“FSA”) with GE at either ”or-
or certain operation and maintenance services ftor the turbines supplied
under the .

PUGET
SOUND
10 | "' Under the LOI and the draft TSA, PSE may reduce the number of turbines by-rovided Seller receives written notification from ENERGY
Buyer by January 10, 2024.

| REDACTED VERSION I
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Appendices

Project overview slide

Project schedule

Permitting update

Interconnection and transmission update

Detailed cash out forecast and funding
commitment

PUGET
SOUND
ENERGY
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Project overview / Commercial terms

PROJECT PROFILE

PRICE AND PRODUCT

Product: Purchase of construction NTP-ready

Resource Type: YVind_ (w/battery option) develooment riahts
Develppta.r/Sgller. Caithness Energy LLC Price: 50% at closing, 50% at
Location: Stlllwate_r County, MT ' substantial completion)?
Nameplate Capacity: 248 MW" I . | NCF
+ optl_onal BESS N ) Expected Output: , i
COD: March 31, 2025 N " | Transaction Type: Membership Interest
’ ‘ & Purchase Agreement
-
S { v i
« Site control secured X . POI: New substation on Northwestern
« Conditional Use Permit approved by \ / Transmission Plan: NWMT wheel to Colstrip or
County Board of Commissioners on Garrison, then share PSE's 713 MW CTS and
October 10, 2023 BPA transmission rights to PSE's system.
. Project to be acquired at construction Assumption of 100 MW TSR queue pOSition from
NTP-ready state Garrison to PGE provides incremental
transmission that can be re-directed to MIDC.
PSE may elect to reduce the number of turbines by “rovided GE receives written notification from PSE by January 10, 2024 PUGET
12 | 2Final purchase price will be adjusted up or down at substantial completion by_o reflect final nameplate capacity _ €b SOUND
essment check shows a-\lCF indicating potential for higher annual production. PSE used the more conservative

ArcVera NCF forecast for modeling purposes. PSE has engaged DNV to perform a full resource assessment and expects to receive the results in late October.

| REDACTED VERSION I
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Estimated project schedule appears to be reasonable to meet a March
31, 2025 COD

estcompletionf——_ %8 | = [ 0 2 |
= > > = > > ) = > o
Date slels|lE|S Pl e|l5]|3]| @ 2|2l s|l&|S 1 e|l8]13| 9 Sl =5)s|l&|s ¥la|s|3]| 3
wlz|<|2|= < |lwn|O|=2]|o wlSl<]|2| = |lw|C|Zz]|a cls|l<]|=|= z|lw|O|z]|a

oD

Start Transmission Line Construction Substation Complete — Ready for Energization

PUGET
SOUND
13 | ENERGY
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Closing permitting is generally on track for completion

Conditional Use Permit (CUP) from Stillwater County for the full 248 MW project with 100 MW
battery energy storage system (BESS) approved on October 10, 2023.

e Permitis non-appealable after-jays.

Additional baseline environmental information will be required to complete permit review and
obtain an Eagle Incidental Take Permit (needed for long-term operations)

All FAA Determinations of No Hazard are complete and have been received for 82 turbines

PSE consultants are working with BOP contractor to ensure that waters of the U.S. can be
avoided to preclude the need for a Clean Water Act Section 404 permit

Caithness has delivered a Phase 1 Environmental Site Assessment

PUGET
SOUND
ENERGY

| REDACTED VERSION I
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Interconnection: On track to meet March 2025 COD

Exh. CPC-8HC
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Point of Interconnection (POI): New

230kV substation on NorthWestern 7 W FALLS oo -
between Wilsall and Columbus Rapelje - ISPELL =7 s
Substation - CONRAD A "&,‘_ / k.
< | &
«  Executed (LGIA) for 315 MW of ” IOT SPRINGS
netw_ork ;\le;?)surce interconnection .' 2 RATTLESNAKE (NWMT) ' RICHARDSON C
service ( )- v r BLACID Lake GREAT FALLS (RAINBOWS e a7 rar 15
»  Total upgrade cost (for transmission = i ;
provider interconnection facility plus L,
identified network upgrade) identified Q M O N T A N A
<

as part of system impact and facility
study approximately_

Transmission Provider's Network
Upgrades In-Service: November 15,
2024

Interconnection Facilities In-Service:
November 15, 2024

Initial Synchronization Date: March 15,
2025

COD (in LGIA): August 2025'

B BILIJN \v » I'h.- 'o."“:'

DILLON (1) ENNIS HUNTLEY TAPA \z. &) I

15 | "The expected project COD in the current Beaver Creek schedule is March 31, 2025.

| REDACTED VERSION I

Key milestones

Feasibility Study — completed
9/23/16

Revised Feasibility Study —
completed 9/29/16

System Impact Study —
completed 4/13/17

Revised System Impact Study —
completed 5/9/2017

Facility Study — completed
111717

Optional Load Study — completed
5/12/21

Optional Interconnection Study —
completed 4/21/22

LGIA Executed

PUGET
SOUND
ENERGY
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Transmission: Leveraging PSE's existing 713 MW of capacity from

Montana to PSE's system

PSE will leverage its existing 713 MW of transmission rights on the Colstrip
Transmission System (CTS), BPA Eastern Intertie, and BPA Main Grid to
deliver project output to PSE's load.

* PSE has requested 220 MW of new NWMT transmission service from the POI
to the Colstrip 500 kV substation

* PSE has also requested 220 MW of NWMT transmission service from the POI
to Garrison (BPAT.NWMT) as alternative path, avoiding the CTS and Eastern
Intertie.

* Previous studies for NRIS interconnection service and Network Integration
Transmission Service have not identified any significant network upgrades to
NWMT's system to support such services.

* NorthWestern Energy is encountering study delays and will not be able to
complete the study by closing date. PSE is engaging an engineering
consultant to run an independent study to assess risk to secure transmission.
Consultant study results expected by closing.

Assumption of Caithness’s 100 MW transmission service request (TSR)
position in the BPA queue from Garrison to PGE provides

potential incremental transmission capacity to deliver Project output to
MID-C

* The 100 MW TSR is third in BPA's Montana transmission queue and within
~500 MW of incremental transmission from Montana to the PNW under the
scope of BPA’s M2W project, with a projected in-service date of 2028-29.

. Pﬁﬁl@as assessed redirecting this 100 MW transmission to MID-C to connect

with PSE’s existing ~1500 MW transmission rights to PSE’s system as a
viable option

Transmission path options to deliver Beaver Creek
from Colstrip or Garrison to PSE's system and MID-C

PSEI.SYSTEM
MIDC

4

BPAT.PSEI P
’

’
’
’
S Redirect from
PGE

Garrison
Townsend

BPAT.NWMT Colstrip

0
NWMT.SYSTEM

PUGET
SOUND
ENERGY
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Detailed cash out forecast and funding commitment

(S in millions)
Cash Out Categories Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Q1-24 Q2-24 Q3-24 Q4-24 Q1-25 Q2-25 Q3-25 Q4-25 Total
Turbine supply = = = = = = =
BOP
Step-up Transformer
County Impact Fee
Northwestern Upgrade
Developer fees & Reimbursable
PM, IT, Ops, Equip, Contingency and other
Quarterly Cash Total
Cumulative Cash

Commitment Categories

Turbine supply

BOP

Step-up Transformer

County Impact Fee

Northwestern Upgrade

Developer fees & Reimbursable

PM, IT, Ops, Equip, Contingency and other
Commitment Total

« Atthe end of Q1 2024, PSE's funding commitment outpaces cash out primarily due to TSA commitment.

» Cash out and funding commitment for BOP and PM, IT, Ops, Equip, Contingency and other is assumed to
occur at the same time.

PUGET
SOUND
17 | ENERGY

| REDACTED VERSION I



Beaver Creek Wind RrOJect

Recommendation for Board Approval ¢

Colin Crowley

Director, Energy Resource Development

PUGET
August 3, 2023 SOUND
ENERGY
SHADED INFORMATIONIS DESIGNATED AS SHADED INFORMATIONIS DESIGNATED AS
CONFIDENTIAL PER WAC 480-07-160 HIGHLY CONFIDENTIAL PER WA C 480-07-160
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Recommendation

Based on due diligence performed to date, Resource Acquisition recommends

the Board of Directors to authorize PSE to execute the following contract:
Membership Interest Purchase Agreement (“MIPA”) with Caithness Beaver Creek, LLC at a
purchase price of approximately million for a 100% ownership interest in Caithness
Montana Wind, LLC (“Project Company”), which owns all the assets associated with:

1) construction-ready approximately 232 MW nameplate wind project located in Stillwater,
Montana with anticipated COD in August 2025;

2) permitting to support a lithium-ion battery energy storage system (“BESS”)

3) real estate rights in adjacent Sweet Grass County anticipated to support 100-150 MW of
future development and expansion; and

4) a transmission service request (“TSR”) queue position for 100 MW of BPA transmission
service from Garrison at BPAT.NWMT to Portland at BPAT.PGE

PUGET
SOUND
2 | ENERGY

SHADED INFORMATIONIS DESIGNATED AS
CONFIDENTIAL PER WAC 480-07-160
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Beaver Creek is a time-sensitive opportunity of unique value

* Only identified new build resource that can reach commercial operations in 2025.

« Will help PSE meet its Clean Energy Transformation Act ("CETA") compliance targets for 2025 and 2030 at the
lowest reasonable cost compared to other reviewed alternatives

. The_ purchase includes additional rights to support future expansion:

» Additional real estate rights in Sweet Grass County to support a future PSE expansion of Beaver Creek.

» Caithness layout indicates additional turbine locations have been identified on the Sweet Grass footprint of
the additional real estate rights, representing 100-150 MW*

» Future phase would not be construction ready at closing; PSE responsible for perfecting real estate rights
and finalizing permits

» Attractive Transmission Service Request ("TSR") queue position for 100 MW of transmission capacity from
Montana at Garrison (BPAT.NWMT) to Portland (BPAT.PGE)

» High position in BPA’s Montana transmission queue would guarantee transmission service of 100 MW
available starting in 2030, if PSE stays in queue and agrees to fund its pro-rata share of upgrades.

* Fully permitted for Battery Energy Storage System ("BESS") through Conditional Use Permit, assumed O0Qycer

i SOUND
MW for planning purposes ENERGY

3 |

* Depending upon final equipment selection and permitting

SHADED INFORMATIONIS DESIGNATED AS

CONFIDENTIAL PER WAC 480-07-160
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Project overview / Commercial terms

PROJECT PROFILE

Resource Type: Wind (w/battery option)
Developer/Seller: Caithness Energy LLC
Location: Stillwater County, MT

Nameplate Capacity: ~232 MW
+ optional BESS ‘
COD: August 2025 e SO

DEVELOPMENT STATUS gl o

» Site control secured

» CUP secured and in process of being
modified to represent changes in project
configuration.

Project to be acquired at construction
NTP-ready state

4 |

1 Final purchase price will be adjusted up or down at substantial completion by“per MW to reflect final nameplate capacity (e.g..220 MW =

2DNV high-level resource assessment check shows a|

| REDACTED VERSION I

PRICE AND PRODUCT

Product: Purchase of construction NTP-ready

development rights
Price:mSO% at closing, 50% at
substantial completion)!

Expected Output: , yr

.| Transaction Type: Membership Interest

Purchase Agreement

POI: New substation on Northwestern
Transmission Plan: NWMT wheel to Colstrip or
Garrison, then share PSE's 713 MW CTS and
BPA transmission rights to PSE's system.
Assumption of 100 MW TSR queue position from
Garrison to PGE provides incremental

transmission that can be re-directed to MIDC.
PUGET
SOUND
ENERGY

40 MW

CF, indicating potential for higher annual production. PSE used the more conservative ArcVera NCF forecast for modeling purposes



Anticipated future recommendations for approval

Approval to execute the MIPA would not commit PSE to construct the Project. PSE would seek
separate board approvals for the following contracts and construction funding prior to constructing
the Project:

5|

Balance of Plant Agreement (“BOP”) to erect turbines, design and build electrical collector system, design and
build project gen-tie transmission line, design and build project substation, design and build turbine foundations,
design and build project Operations and Maintenance building.

Caithness has administered a BOP RFP and PSE is reviewing proposals with Caithness. If purchase is
approved, PSE would negotiate, make final BOP selection and execute the BOP agreement shortly after closing.

GE Turbine Supply Agreement (“TSA”) to purchase 48 x 2.5 MW-127M and 40 x 2.8 MW-127M turbines for a
total turbine count of 88 and a total nameplate of 232 MWAC (Note: final mix of 2.5 & 2.8 may change through negotiation)

° TSAis in draft form and PSE has provided input on negotiable items. If purchase is approved, PSE would
negotiate terms directly with GE and anticipates contract execution shortly after closing.

Full Service Agreement (“FSA”) for certain operation and maintenance services for the turbines supplied under

the TSA.
@ PUGET
SOUND
ENERGY
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Beaver Creek Analysis — Draft Results

» PSE Integrated Resource Planning (“IRP”) team has conducted Aurora portfolio optimization modelling for all
active resources (RFP and bilateral) in the deal pipeline, incorporating:

* Need updates published in the 2023 IRP Electric Progress Report
» Pricing, COD and other updates received for projects in the deal pipeline
« Beaver Creek was demonstrated to be cost effective across several scenarios’
+  Portfolio results show that Beaver Creek reduces the overall portfolio cost by ~$1 billion

« Does not include the social cost of greenhouses gases, which would add another ~$180 million to
Beaver Creeks' value.

*  One-year COD delay risk was tested, and Beaver Creek was still selected

Least Cost solution? 2024 — 2045

1. Reference — 950 MW nameplate limit on resources from Montana including Clearwater Yes $19.1
and all RFP with commercial online as stated from bid ]

2. Reference without Beaver Creek No (forced out) $20.1
3. Reference + Montana nameplate limit increased to 15650 MW including Clearwater Yes $19.1

1 Updated cost estimates for Beaver Creek (adjusted property tax assumptions and new guidance from Treasury on qualification
for energy community bonus in the IRA) show an NPV increase of the Project of approximately-which will not have a @ PUGET

) h sk SOUND
material effect on the portfolio optimization results. ENERGY

6 |
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$000's

$/kW % of Total|

DEVELOPMENT BUDGET

Development Rights

TOTAL DEVELOPMENT BUDGET

CONSTRUCTION BUDGET

Wind Turbines

GE Contract Price

Balance Of Plant

Step-up Transformers
EPC Contract Price

PSE Project Management, Engineering,

Construction Permitting, Third-Party Services,

Community Relations, and Overhead

Sales Tax
Contingency

TOTAL CONSTRUCTION BUDGET

AFUDC

TOTAL ALL-IN CAPITAL COSTS

515,272

2,342 100.0%i

7 |

» The basis of the budget is Caithness's
June 27 budget

» Step-up Transformer and EPC contract
estimates have been revised upwards by
espectively following
PSE SME review

Contingency includes additional
per PSE's generic 2.5%
contingency assumption

.

« AFUDC is calculated by PSE based on
the projected cash payouts.

SHADED INFORMATIONIS DESIGNATED AS
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Financial analysis shows Beaver Creek ownership is a cheaper option
for PSE's customers compared to Caithness’s PPA offer

* Ownership provides a more favorable economic profile even with less favorable assumptions
- Beaver Creek ownership's levelized cost is [ liMWh vs. PPA of JJywn

+ The PPA offer dated 04-17-23 was based on a higher estimated NCF mand the assumption that the
Project will qualify for both the domestic content and energy community onuses; however, the ownership
levelized cost analysis only assumed the domestic content bonus and is based on a lower|jjINCF.

*  The Own vs PPA analysis is based on the PPA Ownership Evaluation Model that was developed by consultant
Thorndike Landing. The model determines the relative cost / benefit to PSE customers over a defined timeframe
under the different commercial structures including:

» Expected capital costs » Expected cost of power purchased under proposed
» Operating costs including property tax and insurance PPAs
Tax incentives » Impact of debt imputed under long-term contracts
Financing costs » Replacement resource costs of post PPA period (if
* Integration and Transmission upgrade costs applicable)
» Expected residual value
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Mark-to-market estimate shows cost saving for customers over next 5-
10 years

9|

Energy Only MTM NPV ($M)
Five-Year (2025-2029) Ten-Year (2025-2034)
Value of Forward Energy
Cost (Bus Bar + Trans.)

Net Value

Energy, Capacity, Environmental Attribute NPV (SM)
Five-Year (2025-2029) Ten-Year (2025-2034)
Value of Forward Energy
Value of Capacity/RA
Value of CETA/REC
Cost (Bus Bar + Trans.)

Net Value

Five-Year (2025-2029) Ten-Year (2025-2034)
Value of Social Cost of Carbon

Assumptions
1. REC price-MWh in 2023, escalated at 2.5%/year thereafter
2. RA capacity price: -kW—month

3. QcCcC: (winter),| summer)

4. MIDC forward curve from Platts as of 6/1/2023

5. Discount rate: 6.62%

6

. All calculations assumin, utput configuration

Based on the latest forward MIDC curves, on an
energy-only basis, for the five-year period from
2025-2029, the net value to customers iﬂ
million in savings, and-million over a 10-
year period.

Accounting for the additional estimated value of

capacity and RECs, for the five-year period from
2025-2029, the net value to customers is

million in savings, and over a 10-
year period.

The project also brings measurable social
economical values in terms of avoided social cost
of carbon, as shown at the bottom of table on the
left.
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Equity and Customer Benefit: Beaver Creek will address three of the
CETA Customer Benefit Indicators categories

CETA requires that electric
utilities:

“ensure that all customers are
benefiting from the transition to
clean energy: Through the
equitable distribution of energy
and nonenergy benefits and
reduction of burdens to vulnerable

populations and highly impacted
communities; long-term and short-
term public health and
environmental benefits and
reduction of costs and risks; and
energy security and resiliency
(RCW 19.405.040(8)).

Energy security and resiliency:

Unlocks approximately 756 GWh of new clean energy with an option for
baltteries to complement the operational limitations of hydro power and
solar.

Increases the diversity of renewable energy resources. Montana wind
prcc}'\?cts are most productive during the winter months when compared
to Washington wind projects, which are more productive in the spring.

Energy and non-energy benefits:

Creates employment opportunities during the year-long construction
phase and an ongoing need for permanent, on-site workers after COD.

PSE plans to use a project labor agreement or community workforce
agreement and has committed to using local and diverse suppliers when
available. PSE commits to labor standards in RCW 82.08.962 and
t82.12.962 to qualify for 100 percent remittance of its state and local
axes.

Environment and public health benefits:

Beaver Creek is projected to displace approximately 535,764 metric
tons of carbon dioxide (CO2 ) in'its first full year of operations if the
same electricity had been generated with natural gas.

Initial screenin% using the Co-Benefits Risk Assessment (COBRA) tool
indicates that the Prgject result in an estimated $1.6M to $3.6M in

avoided costs related to health effects
PUGET
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Regulatory recovery plan

« PSE will likely seek a determination of prudence for the Project and cost recovery in an
upcoming General Rate Case (“GRC”) with the Washington Utilities and Transportation
Commission (“WUTC”)

A GRC is expected to be filed in January 2024 and will include a multiyear rate plan
* Regulatory approval of new rates would occur eleven months after filing

+ Commercial operation of the Project is expected to be achieved in 2025, the first year of the
upcoming GRC multiyear rate plan

» Concurrent with the rate filing, PSE may also file an accounting petition with the WUTC to
request regulatory treatment of any development rights or transmission deposits if needed

PUGET
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Recommendation

Based on due diligence performed to date, Resource Acquisition recommends
the Board of Directors to authorize PSE to execute the following contract:

Membership Interest Purchase Agreement (“MIPA”) with Caithness Beaver Creek, LLC at a
purchase price of approximately| for a 100% ownership interest in Caithness

Montana Wind, LLC (“Project Company”), which owns all the assets associated with:

1) construction-ready 232 MW nameplate wind project located in Stillwater, Montana with
anticipated COD in August 2025;

2) permitting to support a lithium-ion battery energy storage system (“BESS”)

3) real estate rights in adjacent Sweet Grass County anticipated to support 100-150 MW of
future development and expansion; and

4) a transmission service request (“TSR”) queue position for 100 MW of BPA transmission
service from Garrison at BPAT.NWMT to Portland at BPAT.PGE

PUGET
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Risk detail slides
Community outreach

Inflation reduction act and associated
incentives

Regulatory recovery plan
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Beaver Creek expected to contribute 24% of the 2025 forecast need
and ~10.7% of the 2030 forecast need for additional clean energy resources

Beaver Creek is the only identified new build resource that could contribute to the CEIP 2025 target

* CETA requires utilities to meet 80% of electric sales using
non-emitting or renewable resources by 2030

« Before new conservation, 2023 IRP Electric
Progress Report projects PSE will need >7M
MWh clean energy to meet the CETA 2030 target

*  Beaver Creek ("BC") expected to produce
756,860 MWh annually (~10.7% of CETA need
for 2030)

* PSE's CEIP set target to meet 63% of electric sales
(~1.6M MWh) in 2025 using non-emitting or renewable
sources

»  Beaver Creek is expected to contribute 383,480
MWh (~24% of CEIP 2025 target) in 2025

*  Beaver Creek combined with Vantage wind PPA
would contribute ~57% of CEIP 2025 target

*  Shortfall to meet 63% CEIP target would be met
14 | with short to medium-term off-take contracts

CETA Qualifying Generation (MWh)

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

CETA Target linear ramp to
80% by 2030 and then
100% by 2045

~

jon
NeW
- o
« o
-No
DRAF target
e o
...... 18,521,204 MWh

7,061,272 MWh

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

E==Hydro EESRIWind [C—]Solar [ Biomass emmmm 23 EPR CETA Target No Conservation ««««++ 2021 IRP CETA Target
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Beaver Creek expected to contribute [[Jijof winter and [l of
summer peak need forecast for 2029 net of conservation*

2023 EPR summer need oo 2023 EPR winter need
10,000
92000
9,000
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8000
- § 7.000 — ==
g™ g ‘/("—______
= P R — T— _______ -
%’ 8.000 // I ——— S 2620 MW 3,000 MW 4,799 MW
————— a §
8 5000 T = - 5193 MW s 5,000 P — SETEW
T p— S 2,53
3 2,770 MW 3,535 MW 4,093 MW % 4000
x 2472 MW 2,897 MW X 4
W 4000 a
o
o U 3000
£ 3000 =
s o
F ﬁ 2,000
i 2000
1,000
1,000
0
1,000
1,000
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 e s e Wand & 56
- = Existing Gas = Existing Wind & Solar
g ot — Extng Contip " s Exitng Contract —xisting Calsirp
[E==3Existing Hydro —=IExisting Hydro_Extension — Existing Hydro ESSS)Existing Hydro_Extension
CTransmission ——2023 EPR Peak + PM 3 Transmission ——23EPR Peak + PM
- — = 2023 EPR Net of Canservation Peak + PM — — 23EPR Net of Conservation Peak + PM

« PSE's 2023 IRP Electric Progress Report projects a potential peak capacity shortfall starting in 2024 due to market reliance reductions

*  PSE moving toward alignment with Western Resource Adequacy Program (“WRAP”), which does not count transmission capacity to a
market hub—such as MIDC—as capacity. In 2029 there is no peak capacity credit applied to MIDC transmission capacity.

- Project expected to contributJIBW peak capacity credit in winter and [JJJJIMW peak capacity credit in summer*

rouci
SOUND
15 | *Based on Beaver Creek’s probable initial phase nameplate of 233 MW and using generic ELCC values for Montana Central wind resources @ ENERGY
calculated by consulting firm, Energy and Environmental Economics, Inc. (‘E3’).
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Estimated project schedule appears to be reasonable to meet an August
2025 COD

PUGET
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Beaver Creek and I nvestment (Jlin tota!) will be
financed with | N

* PGA impact was adjusted out of 2023 and 2024 ratios; Moody’s
considers PGA cash flow similar to working capital

. Source of financing determination is prioritized with utilizing PSE/PE debt first and then PIH SH Loan distribution and equity contribution from owners
. Financing strategy for the two projects is consistent with our recommended strategy in Scenario 1a

. Assumes the repayment of the twomill be paid in Q4 2023. Depending on cash flows and other potential upcoming resource
acquisition activities, management may need 1o aelay partial or full repayments for PSE equity ratio support. Final recommendation will be made at

the November board meeting A rlcET
P SUUND

A7 | More PSE/PE debt, SH Loan interest PIK and equity contribution will be needed for incremental resource acquisition project investments ENERGY
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Interconnection: On track to meet August 2025 COD

Point of Interconnection (POI): New
230kV substation on Northwestern
between Wilsall and Columbus Rapelje
Substation

+  Executed (LGIA) for 315MW of
network resource interconnection
service (NRIS).

Key milestones

v’ Feasibility Study — completed
9/23/16

v Revised Feasibility Study —
completed 9/29/16

RICHARDSON C

v System Impact Study —

«  Total upgrades cost (for transmission
completed 4/13/17

provider interconnection facility plus
identified network upgrade) identified

as part of system impact and facility
study approximatel_
*  Transmission Provider's Network

Upgrades In-Service: November 15,
2024

v Revised System Impact Study —
completed 5/9/2017

MONTANA

v Facility Study — completed
1117117

v" Optional Load Study — completed
5/12/21

* Interconnection Facilities In-Service:
November 15, 2024

v Optional Interconnection
Study — completed 4/21/22

. Initial Synchronization Date: March 15,
2025

v" LGIA Executed

*  Commercial Operation Date: August

15, 2025 pucer
18 | ENERGY
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Transmission: Leveraging PSE's existing 713 MW of capacity from

Montana to PSE's system

PSE will leverage its existing 713 MW of transmission rights on
the Colstrip Transmission System (“CTS”), BPA Eastern Intertie,
and BPA Main Grid to deliver project output to PSE's load.

» PSE has requested 220 MW of new NWMT transmission service
from the POI to the Colstrip 500 kV substation

* PSE has also requested 220 MW of NWMT transmission service
from the POI to Garrison (BPAT.NWMT) as alternative path,
avoiding the CTS and Eastern Intertie.

+ Previous studies for NRIS interconnection service and Network
Integration Transmission Service have not identified any significant
network upgrades to NWMT's system to support such services.

Assumption of Caithness’s 100 MW transmission service request
(“TSR”) position in the BPA queue from Garrison to PGE
provides potential incremental transmission capacity to deliver
Project output to MIDC

* The 100MW TSR is third in BPA's Montana transmission queue and
within ~500 MW of incremental transmission from Montana to the
PNW under the scope of BPA’s M2W project, with a projected in-
service date of 2028-29.

» PSE has assessed redirecting this 100MW transmission to MIDC to
connect with PSE’s existing ~1500 MW transmission rights to
PSE’s system as a viable option

19 |

Transmission path options to deliver Beaver Creek

from Colstrip or Garrison to PSE's system and MIDC

PSEISYSTEM
MIDC

’
BPAT.PSEI ’
,

4
Q

’
S Redirect from
PGE

Garrison
Townsend

BPAT.NWMT Colstrp

0
NWMTSYSTEM
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Siting and wind resource

Siting
‘ Approximately 15,000 acres of leased property on the high plains
e in Stillwater County, Montana. Primary use of the land is for
cattle grazing and hay production.
s e kel +  Site control: 100% (per ongoing review/verification)
e :':: . Status: With limited exception, real estate rights have been
ex secured with recorded wind facility ground leases.
”'“"’3.' y fys «  Title report for all leased lands has been received and under
- & review.

*  ALTA survey of the leased lands has been received and

e being analyzed in conjunction with both the lease documents

and exceptions to title as shown on the title report.

Wind resource

[
1

7,, 4 .“ 3
e
T

% % shihnged *  Third-party wind resource assessment study performed for
T [ sos ormomees Caithness by ArcVera.
z, %Eﬁ:ﬂﬁ » PSE engaged DNV to conduct a review and "reasonableness”
= | 727 : - check of ArcVera's study. DNV's conclusion is that the NCF is
et | % HaaverCieek Wind Sroject = reasonable and in fact estimated an NCF abov
e =7 . PUGET
SOUND
— ENERGY

SHADED INFORMATIONIS DESIGNATED AS
CONFIDENTIAL PER WAC 480-07-160

REDACTED VERSION




Permitting and cultural resource review

Stillwater County CUPs are in hand for 160MW of wind (79-81 turbines) and 200 MWh of batteries. Additional CUP amendment required for full buildout.
Additional baseline environmental information required to complete permit review and to obtain Eagle Take Permit (needed for long-term operations).
All FAA DNHs Received; Will require review to confirm still valid if turbines move and they expire in March 2024.

As a condition to closing, Caithness is required to have all permits updated reflect PSE planned site layout and project size.

L 1 e

*May be required, discussing with County BCWII
*Expected in August 2023
Road Use Agreement Complete
Impact Fee Agreement Complete
New Industry Classification — Tax Abatement Complete
Weed Abatement Agreement Complete
Conditional Use Permit Complete

BCwW Il BCWIV BCW I
Complete In Process? Complete
Complete Submitted Submitted
Complete Submitted Submitted
Complete In Process? Reviewing'
Wind Energy
Complete; Amendment required; no Conversion System Ordinance Permit
Complete

AN N NN

SNRNEN

\ *Incomplete or updates required.

Environmental Studies Completed;
Additional Studies Needed

RRC Prelim Geotech Report — 2016 Nov

Pilz & Co Desktop Environmental Review — 2019 Sep*
Bionomics Cultural Resources Report — 2017 Dec*

Power Engineers Ph 1 Environmental Assessment — 2016 Jul
Power Engineers Ph 1 Screening Report and PIl Score —
2007 Oct

Bionomics Fall 2017 Avian Survey-2018 Aug*

Bionomics Spring/Summer 2018 Avian Survey — 2018 Jul*

Viewshed Analysis — 2019 Jan*

(Wind Resource Studies Completed\

v Nierenberg BCW | Wind Resource Assessment Report —
2017 May

v Nierenberg BCW Il Wind Resource Assessment Report
— 2017 May

v Nierenberg BCW Ill Wind Resource Assessment Report
— 2017 May

v Nierenberg BCW IV Wind Resource Assessment Report

v UL Energy Production Summary—2021 Nov

application in for required amendment.

Assessment — 2021 Jul

— 2017 May

\/ ArcVera Preliminary Wind Energy Resource

likely required; No application in but would
require significant addition studies.

[ Battery Studies Completed

v GE Capacity Contribution Report for BCW | and II
—2019 Apr

v' GE Capacity Contribution Report for BCW | and I
—2019 Jun

v' GE Capacity Contribution Report — Beaver Creek
Analysis — 2020 Mar

~

J
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Construction: Project is ready to be built with relatively low risk to meet a
2025 COD

EPC Contractor Selection and Scope

Site Visit Assessment

Construction will be performed by an engineering,
procurement, and construction (“EPC”) contractor to be
selected by PSE through a procurement process initiated by
Caithness.

* An EPC RFP was released in early June ith bids
received at the end of June from Wanzekmand
Il have extensive experience building wind
generation facilities across the United States.

» EPC contractor will be responsible for the detailed
design, procurement, and construction of all project
balance of plant (“BOP”) components.

Supply of the wind turbines are not included in EPC
contractor scope of supply. The main transformer and
certain substation equipment are being procured separately
and will be assigned to the EPC contractor once selected.

22 |

A team of PSE employees including Director of Major
Projects, toured the site on July 12, 2023.

Roads found to be generally suitable to deliver materials
and equipment to the project site after planned
improvements are made.

No terrain features identified that presented particularly
challenges to build.

Boring activity observed at wind turbine locations to inform
the foundation design, as well as grading and construction
activity organized by NorthWestern for the switchyard to
meet the LGIA milestone schedule.

Pattern’s nearby operational 80 MW Stillwater
Wind projects an example of a wind project built in the area.

Project site location about 40 miles northwest of Billings,
Montana should allow for good opportunities to source local

labor.
PUGET
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Major equipment: GE turbines selected and TSA in progress

23

Caithness selected GE 2.5 and 2.8 MW, 60 Hz, 690 wind turbines with a 127-
meter rotor diameter and an 89-meter hub height
» 232 MW site output will be generated by 88 turbines
» GE has determined that the turbines are suitable for the site and a Turbine
Supplv Aareement (“TSA”) with GE is in proaress
* PSE is seeking 4 arranty period, if available, to
help minimize the risk of reliability issues with the turbine platform

A Full Service Agreement (“FSA”) is planned for inclusion in the GE contract,
which obligates GE to provide all O&M services for the turbines for 10
years following turbine commissioning

» Agreement covers labor, parts, equipment and consumables for the turbines

» GE will provide and maintain spare parts durina the warrantv period

+ GE warrants [Jjjjavailability in-of operation and -availability in

Caithness is soliciting bids to supply main transformer and 230 kV circuit breakers;
remaining electrical components will be procured by the EPC contractor

Optional BESS System: Proposals for a 20 MW, 3.5-hour (70 MWh) and a 100
MW, 4-hour (400 MWh) BESS system designed and supplied by GE have been
included as Project options in addition to the wind turbine generators. Pricing for
the two options is scalable; i.e., the 100 MW option is five times the cost of the 20
MW option

PUGET
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PSE will prepare a robust plan for community outreach

Advantages

Four public meetings held on the project — no significant opposition
identified

Population in immediate area is low, which helps to mitigate risks
Compliance with CUP and Road Use Agreement expected to address
certain concerns associated with road use

Viewshed analysis determined proposed turbines will not be visible from
the community of Big Timber (19 miles away)

Challenges

Limited documentation of stakeholder support and community outreach
Local community and county commissioners have expressed concerns in
the CUP process about increased traffic during development and safety
for residents and vehicles, which has been picked up in the local news
Additional concerns include dust control, road standards, road
maintenance, battery storage safety, site decommissioning and hiring
local workforce

No record of consultation or outreach with area tribes - Crow Reservation
is ~2 hours away and Project is likely located on Crow ancestral land

PSE public affairs strategy

PSE will develop a robust public affairs plan to
mitigate local concerns and reputational risk, and
to promote project benefits, including:

activating support from stakeholders
(local and state elected officials,
chambers or economic development
associations, etc.),

a media strategy to promote and
generate coverage of the project,
updates to leverage PSE’s existing PSE
in Montana website to share information
about the project and its local benefits,
and

completing tribal outreach, among other
strategies and tactics.

Plan will tout project benefits such as job creation
and economic diversification, property taxes and
impact fees, among other benefits.

PUGET
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Inflation Reduction Act (“IRA”) significantly increased federal income tax
incentives for renewable energy projects

* The Project qualifies for the Production Tax Credit (“PTC”) or the Investment Tax Credit (“ITC”)
*  PSE’s modelling indicates that the PTC is more beneficial to customers
*  The NPV of project cost with PTC election is-/s. ITC election with normalization of-

» Beaver Creek is expected to qualify for the following:
* PTC at a rate of $27.50 per MWh, plus an annual IRS inflation adjustment
«  Domestic content bonus credit which would increase the PTC rate by +10% to $30.25 per MWh

* Project does not currently appear to qualify for the 10% "energy communities” bonus benefit

*  PSE Management will monitor evolution of the tax credit to maximize the value for the benefit of
customers

* PTCs claimed under IRA are transferable, which will allow PSE to convert PTCs to cash regardless of taxable
income by selling to an unrelated 3 party

. Maé be a source of significant value to customers by vastly accelerating timing of pass-back through bill
credits

*  PSE’s modeling assumes PTCs will be sold when earned at 95% of face value, and 92% for ITC
* PTCs are passed to customers under a separate tariff, Schedule 95A. The Schedule resets each October with

all PTC that have been realized in a cash benefit, either through usage on a tax return or sold to a third party,
being passed to customers over the following 12 months

PUGET
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Projected power cost impact

* In partial year 2025, the project is expected to reduce power cost by-
* In 2026-2028, the annual power cost reduction ranges -per year
* The analysis is based on forward price curve for the 2024 multiyear rate plan filing as of June 2023

*  The power cost impact doesn't include costs such as return on rate base, depreciation and O&M, which do not
flow through power cost.

Power cost impact of proposed Beaver Creek Wind project

2025 2026 2027 2028
Total annual energy output (MWh) 343,912 756,860 756,860 756,860
Energy benefit (reduction to power costs)
Northwestern purchased transmission (increase to power
BPA balancing charge (increase to power costs)
Net benefit/reduction to power costs
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Counterparty profile

CAITHNESS BEAVER CREEK WIND FARMS

CURRENT STRUCTURE
ENERGY, L.L.C.

CAITHNESS ENERGY, LLC

» Caithness Energy, L.L.C (“Caithness”)
is a privately-held Independent Power
Producer specializing in the
development, acquisition, operation,
and management of power generation “Gecic”

Dankris Energy, Chanticleer, Caithness Energy,
LLC (50%) LLC (50%) L

Beaver Creek Holdco IV, LLC
(Manager/Member)

assets in North America. Senv o osser creek i, e s crs i 1

» Portfolio consists of 3,595 MW of 1 I i I !
renewable and fossil-fueled energy | : .
projects in the United States. R O S .

* The company was formerly known as F————
Caithness Corporation. Caithness
Equities Corporation was founded in i
1975 and is based in New York, New ot ool
YO rk . jointly by the four QF facilities

PUGET
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Key risks and mitigation plans: Real estate (Low to Acceptable Risk)

Risk

Mitigation Plan

Wind lease and easement documents are currently under review for sufficiency
and completeness. Additionally, PSE recently received a title report for all leased
lands that is currently under review. An ALTA survey of the leased lands, which

depict property lines, exceptions to title, non-title items (fence lines etc.) was
received on July 17, 2023 and is being analyzed in conjunction with both the
lease documents and exceptions to title as shown on the title report.

All documents are under review for content and sufficiency. Lease
amendments will be needed to incorporate royalty terms that coincide with
a utility model (presently the leases contemplate a PPA model). PSE will
address and resolve any items of concern prior to closing. Insofar as there
are six landowners, it is anticipated that items requiring resolution can be
handled in a timely manner and in conjunction with the ultimate transaction
schedule.

Caithness is pursuing estoppel certificates and subordination agreements
with the landowners as a condition to closing the MIPA.

Caithness is required, as a condition to i eliver a title policy
insuring the real property in the amount OWnd inclusive of the
endorsements outlined in the MIPA. PSE will increase the title policy to the
full value of the project.

28 |
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Key risks and mitigation plans: Permitting, environmental, cultural

resources, and community relations (Acceptable Risk)

O

Risk

Mitigation Plan

No consultation with State and Federal Wildlife Agencies or use of Federal
Wind Siting Guidelines. Limited wildlife studies do not follow the U.S. Wildlife
Wind Power Guidelines. As a result, eagle and sensitive species fatality risks
are unknown.

PSE intends to consult with the Montana Fish and Game and U.S. Fish and
Wildlife Service to determine whether there are issues of concern prior to final
layout and construction, so sensitive areas can be avoided.

PSE intends to conduct avian point count and nest surveys per federal Wind
Siting Guidelines prior to final layout and construction, so sensitive areas can
be avoided.

Aviation, radar and microwave studies will need to be completed for the
consolidated layout Stillwater County.

The following studies will need to be completed before finalizing the layout to
avoid interfering with radar, microwave and military flight paths:

0 Department of Defense radar study

0 Federal Aviation Administration aeronautical study

0 Military fly zone analysis

0 Microwave beam path study

Road, underground, or overhead line crossings that require disturbance or fill
over waters of the state or United States (drainages or wetlands) are
unknown. The risk is that permits may be required that could cause
construction delays.

PSE will hire an environmental consultant to complete a delineation of any

waters of the United States. To the extent that waters of the United States are
identified, Caithness will demonstrate to PSE’s reasonable satisfaction that the
Project may be constructed without obtaining any required permits, or they will

29 |

obtain any necessary permits.
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Key risks and mitigation plans: Permitting, environmental, cultural

resources, and community relations,

cont. (Acceptable Risk)

O

Risk

Mitigation Plan

Native American tribes were never contacted to determine whether wind
development activities would impact areas—which have mostly been under
private ownership for decades—of significance to them. The Crow
Reservation appears to be about two hours away, and the Project is likely on
Crow ancestral land.

PSE intends to consult on cultural resources with affected tribes.

Caithness provided a basic literature review summary report as a cultural
resources review. This report contained limited information about the area
and the possibility of encountering cultural resource materials. The report
covers 22 thousand acres, cited only six surveys and identified one
archaeological site. The studies are inadequate to make determinations of
risk to cultural resources for such a large area.

PSE will conduct a cultural resource study that allows the appropriate level of
decision about effects to cultural resources prior to construction so that PSE
can avoid impacts to these resources or provide mitigation should avoidance
not be possible. The Project site is largely disturbed agricultural land, which
generally reduces the overall cultural resource risk.

While some local community members and county commissioners have
expressed concern through the Conditional Use Permit (“CUP”) process
about increased traffic during development, and safety for residents and their
vehicles, the CUP was approved and outlined requirements to help mitigate
these concerns.

Siting renewable energy projects in rural areas can be difficult or
controversial, raising concerns about infrastructure blight, use of agricultural
land, support for conventional resources like coal, and misinformation about
renewable energy sources.

PSE intends to develop a public affairs and community relations plan to
mitigate potential local concerns and reputational risk. A robust public affairs
plan would include activating support from stakeholders, a media strategy to
promote and generate coverage of the Project, updates to leverage PSE’s
existing PSE in Montana website to share information about the Project and
its local benefits, and possibly completing tribal outreach, among other
strategies and tactics.
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Key risks and mitigation plans: Transmission and integration
(Acceptable Risk)

Risk Mitigation Plan
Network upgrades on NorthWestern Energy's ("NorthWestern") transmission |PSE is submitting and requesting transmission service to both Colstrip and
system for delivery to Colstrip or Garrison point of delivery are unknown. Garrison for the total project output through NorthWestern to evaluate better

delivery path. Previous studies for NRIS interconnection service and Network
Integration Transmission Service (“NITS”) have not identified any significant
network upgrades. Further, PSE is requesting options for bridge conditional
firm service which could, if offered, allow earlier delivery options.

Dynamic Transfer Capability (‘DTC”) is needed for dynamic transfers onthe |PSE is submitting DTC request to BPA to initiate the study process to
Eastern Intertie and will be necessary to place the project PSE’s balancing daylight DTC availability, and identify any upgrades to support PSE’'s DTC
area. Due to limited DTC, Bonneville Power Administration (“BPA”) will needs over BPA's intertie. Once awarded, PSE will continue to request DTC
require studies and contracting for dynamic transfer. The study may trigger a |through BPA before the term end date. PSE could also work with BPA to
need for new voltage controls on existing reactive devices or new reactive fund upgrades to enable additional DTC at Garrison.

devices to support the dynamic transfer. The current term for a DTC award is

two years without any rollover rights and will present a continued risk on

PSE’s ability to pseudo-tie the resource.
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Key risks and mitigation plans: Transmission and integration,

cont. (Acceptable Risk)

Risk

Mitigation Plan

The Beaver Creek wind project will need to be pseudo-tied to PSE’s
balancing authority area (“BAA”), as would any other Montana resources.
This is a complex effort across multiple PSE departments that requires
extensive coordination, design, and implementation. It affects the metering,
communications, operations, transmission, and energy trading groups.

PSE can initiate these efforts after closing to help reduce COD risks. PSE
has gained recent experience pseudo-tying a Montana wind resource
(Clearwater) that can be leveraged for the Beaver Creek integration.

PSE has point-to-point transmission rights on the Colstrip Transmission
System CTS that will need to be studied by the CTS owners to allow PSE to
pair the rights with a new generating resource.

PSE Merchant has submitted a change of source request to PSE’s
Transmission Provider function to initiate the study and identify any potential
impacts.
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O

Key risks and mitigation plans: Major equipment (Acceptable Risk)

Risk

Mitigation Plan

Development phase equipment selection is incomplete; permitting/technical
requirements could cause additional cost or lead time.

Work with project team and equipment vendors to ensure equipment is
reasonably priced and available.

Actual annual energy production may be less than expected.

PSE to review site suitability and design documentation when the counterparty
delivers it. Require contractual performance guarantees from
vendors/contractors.

PSE hired DNV to review forecast annual energy assessment. DNV results
indicate a higher forecast product than Caithness provided energy assessment
report from ArcVera.

TSA and FSA terms may not meet PSE’s standards and requirements.

Engage and re-negotiate TSA and FSA agreement with GE.
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Key risks and mitigation plans: Construction (Low Risk)

Risk

Mitigation Plan

Permitting or contracting issues may prevent construction from starting in Q4

2023.

If permitting or equipment issues delay construction start to spring 2024 and/or
extend construction duration, there is still adequate time to meet late 2025

COD, as current engineering, procurement, and construction schedules

contemplate 18 months start to finish (including one winter).
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SECTION 1. EXECUTIVE SUMMARY

1. Executive Summary

The purpose of this Report to the Board of Directors (Report) on the Beaver Creek Wind Project (Beaver
Creek or Project) is to recommend that the board authorize Puget Sound Energy, Inc. (PSE) to
execute a Membership Interest Purchase Agreement (MIPA) with Caithness Beaver Creek, LLC at a
purchase price of approximately‘for a 100% ownership interest in Caithness Montana
Wind, LLC (Project Company). Approval to purchase the Project Company at the MIPA Purchase Price
(defined below) would not commit PSE to construct the Project. PSE would instead seek separate board
approvals to construct the Project, including construction funding, which is the largest part of the all-

in capital budget.

Beaver Creek is a utility-scale wind project located in Stillwater, Montana, with an expected nameplate
capacity of 232 megawatts (MW). Beaver Creek was identified as a time-sensitive opportunity of unique
value for three main reasons:
1. Beaver Creek is the only new-build resource that PSE has identified that can reach commercial
operation in 2025.

2. Generation from Beaver Creek will help PSE meet its Clean Energy Transformation Act (CETA)
compliance targets for 2025 and 2030 at the lowest reasonable cost compared to other reviewed
alternatives.

3. The-purchase price (MIPA Purchase Price! includes additional rights, such as
additional real estate rights for additional renewable resource development, attractive
transmission queue position, and permitting for an optional battery energy storage system).

The Project is in a near-construction-ready state and is slated to achieve a commercial operation date
(COD) of August 2025. The estimated all-in Project cost, including construction, is approximately $515
million, which includes the IPA Purchase Price and allowance for funds used during
construction. In addition to the Stillwater County development assets, the purchase price under the MIPA
also includes the following:

e Real estate rights in neighboring Sweet Grass County anticipated to support 100-150 MW of
future development and expansion.

e A 100 MW transmission service request high in the Bonneville Power Administration (BPA) queue
and within the scope of its Montana to Washington (M2W) project for service from Montana at
Garrison to Portland, Oregon, which can be redirected to Mid-Columbia River (Mid-C) and paired
with PSE’s existing ~1,500 MW of Mid-C rights to PSE’s system.

e Permitting to support the addition of an optional lithium-ion battery energy storage system (BESS)
in Stillwater County. See Section 2 for further discussion.

1 Final purchase price will be adjusted up or down at substantial completion by_per MW to reflect final nameplate
capacity.
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SECTION 1. EXECUTIVE SUMMARY

With an August 2025 COD, the Project will be able to contribute approximately 24% of the forecast
additional clean energy required to meet PSE’s 63% CETA compliance target in 2025. When operational,
the Project is expected to provide approximately 10% of PSE’s forecast clean energy need for its 2030 80%
CETA compliance target by generating approximately 756 gigawatt hours (GWh) of energy per year at a
net capacity factor (NCF) of approximately See Section 4 for further discussion.

In contrast to comparable alternative wind projects that PSE reviewed, Beaver Creek has existing
interconnection and transmission advantages. The Project will deliver its output to PSE’s load using a
wheel of transmission through NorthWestern Energy’s (NorthWestern) system, along with PSE’s existing
713 MW transmission rights across the Colstrip Transmission System (CTS), Montana Intertie, and BPA’s
main grid; or alternatively, deliver directly to BPA’s main grid at Garrison. See Section 6 for further
discussion.

This Report details the commercial aspects of the Project and describes the analysis of its costs and

benefits conducted by PSE's long-term resource planning and acquisition teams. This Report also presents
the development status of the Project, the preliminary plans for constructing and operating the Project,
its expected financial performance, and the associated risks and risk mitigation plans. A comparison of
the Project to currently available market alternatives supports the execution of the Project as proposed.
The report concludes with the recommendation to approve execution of the MIPA.
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2. Key Contract Terms and Counterparty

Counterparty

The MIPA will be executed with Caithness Beaver Creek, LLC, a wholly owned subsidiary of Caithness
Energy, LLC. This will be PSE’s first transaction with Caithness.

Caithness Energy is a privately-held independent power producer specializing in the development,
acquisition, operation, and management of power generation assets in North America. Caithness has a
portfolio consisting of 3,595 MW of renewable and fossil-fueled energy projects in the United States.
The company was formerly known as Caithness Corporation. Caithness Equities Corporation was
founded in 1975, and is based in New York City, New York.

Project overview

Resource Type

Wind (with battery option)

Developer/Seller

Caithness Energy

Location

Stillwater and Sweet Grass Counties, Montana

Phase | nameplate capacity

232 MW approximate

Expansion nameplate capacity

100-150?> MW approximate

Optional BESS

200 MWh BESS permitted (final BESS permitting 100 MW-
200 MW)

Interconnection

Executed 315 MW Large Generator Interconnection
Agreement (LGIA) for Network Resource Interconnection
Service (NRIS)

Phase | COD

August 2025

Phase Il COD and BESS addition

Net Capacity Factor (“NCF”)

TBD
-hase | configuration

(third party resource assessment provided by ArcVera)

Expected output

756,860 MWh/year for Phase |

(based on 233.8 MW array nameplate) nameplate will be
based on final mix selected of 88 total GE 2.5 MW & 2.8
MW turbine models

SHADED INFORMATIONIS DESIGNATED AS
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Summary of key contracts and terms

Purchase Agreement — RECOMMENDED FOR APPROVAL NOW:

PSE is currently seeking Board approval to secure the Beaver Creek Wind Project under the following
purchase agreement structure and key terms:

e MIPA: Acquisition of 100% of the membership interests in the Project Company.

e  MIPA Purchase Price: ApproximateI-Nith 50% at closing and 50% at substantial
completion, plus reimbursement of certain costs incurred between signing and closing.

e Primary Transaction Type (“Primary Transaction”): Purchase of a near construction-ready
232 MW nameplate wind project in Stillwater County with Turbine Supply Agreement (TSA)
ready for execution, and three balance of plant (BOP) contractor proposals ready for final
selection and agreement execution.

e Secondary Transaction Type: Purchase of real estate rights in adjacent Sweet Grass County
anticipated to support 100-150 MW of future development and expansion of the Beaver Creek
Project, depending upon final equipment selection and permitting.

e Tertiary Transaction Type: Purchase of a transmission service request (TSR) queue position that
puts PSE in line for 100 MW of BPA transmission service from Garrison (BPAT.NWMT scheduling
point) to Portland (BPAT.PGE scheduling point). This TSR’s high queue position puts it within the
~500 MW of incremental transmission from Montana to the Pacific Northwest under the scope
of BPA’s M2W project, with a projected in-service date of 2028-29. PSE has assessed redirecting
the point of delivery (POD) to Mid-C to connect with PSE’s existing ~1,500 MW transmission
rights to PSE’s system as a viable option. In addition, a swap or exchange with another entity
interested in transmission from Montana to PGE is a possible alternative.

Select MIPA Conditions Precedent for Closing

e The Primary Project shall have achieved its “Ready for Notice to Proceed (NTP) State” when each of
the following conditions has been achieved (or waived by PSE), to the reasonable satisfaction of PSE.

o The BOP Agreement, Turbine Supply Agreement, and Full-Service Agreement (FSA) shall
each be in agreed form with each of their respective counterparties, and otherwise in
form and substance satisfactory to PSE in its reasonable discretion, not
to be unreasonably withheld, conditioned, or delayed;

o Delivery of current estoppels in connection with all leasehold and easement interests in
Real Property; delivery of an estoppel to confirm the release of the reversionary interest
under the Master Lease Assighment Agreement (Phase 1) benefiting Beaver Creek Wind
(BC); curing of any and all backdated assignments of Real Property
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interests; amendment of the rental provisions of all documents creating interest in
Real Property to the satisfaction of PSE; and agreeing to a form of lease amendment in
substantially the form set in Exhibit H to the MIPA (see Appendix 4 for detailed actions
and timing for real estate);

e Delivery of a Phase | Environmental Assessment for the Site and the Sweet Grass County Real
Property to the reasonable satisfaction of PSE;

e The Project Company shall have obtained the Closing Required Permits, except as may be waived
by PSE at its sole discretion; all such permits and authorizations are final and not subject to
further challenge or appeal.

e PSE shall have secured the NorthWestern Transmission Rights.

e Delivery of a title policy in the face amount o_rom a nationally recognized title
insurance company acceptable to PSE.

e A BPA Transmission Letter Agreement shall have been executed by PSE and Caithness.

e Waters of the U.S. Delineation, Additional Avian Study, and Microwave Beam Study shall be
completed.

For a discussion of the material contract terms, see Appendix 4.

Construction and Operations Agreements — ANTICIPATED FUTURE RECOMMENDATIONS FOR
APPROVAL:

In addition to the MIPA, there are three primary agreements (described below) that PSE will need to
execute to enable construction of the Project. PSE will seek board approval in the future to execute these
agreements. PSE estimates the cost to construct the facility (subject to final Engineering, Procurement
and Construction [EPC] selection and negotiation) to be approximatelyiplus the
development fee (the MIPA Purchase Price), for a total cost of $515 million.

e Balance of Plant Agreement to erect the turbines, design and build the electrical collector system,
design and build the Project gen-tie transmission line, design and build a Project substation,
design and build turbine foundations, and design and build the Project operations and
maintenance (O&M) building. Caithness has administered a BOP Request for Proposals, is
reviewing proposals with PSE, and is working with the BOP bidders for clarifications and
modifications to the satisfaction of PSE. It is expected that PSE will make final BOP selection and
execute the BOP agreement shortly after closing.

e General Electric (GE) Turbine Supply Agreement to purchase an anticipated 48 x 2.5 MW-127M
and 40 x 2.8 MW-127M turbines, for a total turbine count of 88 and a total nameplate of 232
MW,.. The final mix of 2.5 MW and 2.8 MW turbine models is subject to negotiation. The TSA is
in draft form, and PSE has provided input on negotiable items. PSE will engage directly with GE to
negotiate the terms. The TSA will be executable by PSE shortly after closing.

e Full-Service Agreement for certain operation and maintenance services for the turbines supplied
under the TSA.
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3. Project Description

General description of facility and footprint

The Project is a 232 MW commercial wind generation facility comprised of 48 GE 2.5 MW and 40 GE 2.8
MW wind turbine generators (WTGs) with a 127-meter rotor diameter and an 89-meter hub height. The
Project is located on approximately 11,000 acres of leased property on the high plains in Stillwater County,
Montana. The primary use of the land is for cattle grazing and hay production. Project elements include
wind turbine generators erected on tubular steel towers with foundations and individual turbine step-up
transformers. Supporting infrastructure will include access roads, underground electric collection system
lines, a step-up substation, a four to five mile 230 kV transmission line to tie the site to a NorthWestern
Energy switching station, microwave communications, permanent meteorological towers, an operations
and maintenance building, and temporary construction access and staging areas (as needed).

Figure 1. Beaver Creek Wind Project
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The Project will be interconnected to a new 230 kilovolt (kV) substation on NorthWestern’s system
between the Wilsall and Columbus Rapelje 230 kV substations. The existing 230 kV line will be rerouted
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into the new switching station. NorthWestern Energy will maintain ownership of the 230 kV lines that
enter and exit the new substation. Ownership between NorthWestern Energy’s transmission system and
the customer’s interconnection facilities will change at the point where the customer’s facilities tie into
NorthWestern’s meter.

Figure 2. Location of the New Switching Station
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4. Determination of Need

PSE’s electric resource acquisition process is guided by our integrated resource planning analysis, which
evaluates and establishes the Company’s capacity (physical reliability) and renewable resource (policy-
driven) needs in consistence with Chapter 480-100-620 Washington Administrative Code (WAC). PSE filed
an Integrated Resource Plan (IRP) Electric Progress Report (EPR) with the Washington Utilities and
Transportation Commission (WUTC) on March 30, 2023, which demonstrated a need for additional
resources to help meet PSE’s peak capacity and CETA compliance needs.

PSE’s 2023 EPR identified a need for new capacity resources

The 2023 EPR determined a peak hour capacity need by using a resource adequacy analysis that compared
existing PSE resources to the projected peak need over the planning horizon. PSE is moving toward
alignment with Western Resource Adequacy Program (WRAP) methodology, which does not count
transmission capacity to a market hub — such as Mid-C — as capacity. For the year 2029, there is no peak
capacity credit applied to Mid-C transmission capacity.

The capacity shown is the amount of effective capacity needed to maintain the resource adequacy target
— that is, the need after applying the effective load carrying capacity (ELCC) of different resources. Due
to the market reliance assumptions used in the 2023 EPR, the modeling indicates that PSE could begin to
experience a peak capacity shortfall starting in 2024. Before any conservation, the peak capacity need
plus the planning margin required to maintain reliability is 2,629 MW by 2029. Net of conservation — the
peak capacity need plus the planning margin for winter and summer — are 2,340 MW and 2,472 MW.
These figures represent the difference between the load forecast plus the required planning margin, and
the total peak capacity credit of existing resources. The Project’s estimated contribution, based on Beaver
Creek’s probable initial phase nameplate of 232 MW and generic ELCC values for Montana Central wind
resources calculated by the consulting firm Energy and Environmental Economics, Inc. (E3), would be

MW of peak capacity credit in the winter and MW of peak capacity credit in the summer. Beaver
Creek is expected to address -of the forecast 2029 winter peak capacity need net of conservation,
and -ofthe forecast 2029 summer peak capacity need net of conservation.

Figure 3 shows the winter and summer peak capacity needs through 2045.
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Figure 3. Peak capacity need - winter and summer
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PSE’s 2023 EPR identified a need for new clean energy resources

In addition to reliably meeting the physical needs of our customers, Washington state’s CETA requires
that utilities meet at least 80 percent of electric sales (delivered load) in Washington using non-emitting
or renewable resources by 2030, and 100 percent of sales by 2045. Figure 4 illustrates PSE’s renewable
and non-emitting energy need. The analysis assumes a linear ramp to achieve the CETA standards in 2030
and 2045, as described in Revised Code of Washington (RCW) 19.405.040; however, actual resource
acquisitions through implementation of the Clean Energy Implementation Plan (CEIP) will likely produce
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a less linear pathway. Before new conservation, the non-emitting/renewable energy needed to meet the
80% clean energy standard in 2030 is forecast in the 2023 IRP Electric Progress Report to be over 7 million
megawatt hours (MWh). With an expected contribution of approximately 756,000 MWh annually, Beaver
Creek would address over 10% of the 2030 forecast need for additional clean energy resources.

PSE’s inaugural CEIP establishes a 2025 target of 63% of electric sales (delivered load) to be met using
non-emitting or renewable resources. This equates to an estimated 1.6 million MWh of additional clean
energy. Based on an August 2025 COD and the associated partial year operations, Beaver Creek is
expected to contribute 383,480 MWh, which addresses approximately 24% of the 2025 forecast need for
additional clean energy resources. A combination of Beaver Creek and the recently executed Vantage
wind power purchase agreement (PPA) would bring the total percentage of the 2025 forecast delivered
load served by non-emitting and renewable resources to an estimated 57%. The shortfall between an
anticipated 57% and the 63% CEIP target is expected to be covered through short- to intermediate-term
off-take agreements from operational resources. No other new-build resources have been identified that
could contribute to the CEIP's 2025 target.

Figure 4. CETA clean energy need
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For more information about PSE’s resource needs, see Chapter 8 of the 2023 EPR.
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5. Alternatives Analysis

Evaluation of comparable wind alternatives in Washington and Montana

Beaver Creek was identified as a time-sensitive opportunity of unique value after the PSE Resource
Acquisition team learned that Beaver Creek can be online in 2025. Beaver Creek was not submitted
through the 2021 All-Source Request for Proposals (RFP); however, because the All-Source RFP proposal
data is still current, along with additional bilateral wind opportunities, the Beaver Creek project can be
evaluated against current alternatives. The combination of avoided market purchases from Beaver Creek
and the contribution to CETA and peak capacity needs makes Beaver Creek a particularly attractive
resource. The option to expand the Project, add battery storage, and increase transmission capacity from
Montana provides incremental value to PSE’s customers.

Comparable Pacific Northwest wind

66 of 569

s a development project in-Count , Washington, submitted through the 2021
All-Source RFP. s an operational project in _County, Oregon, and

County, Washington, that was identified through bilateral discussions. has a
busbar/delivered price of_per MWh, and -as a busbar/delivered price of
_er MWh, compared with a Beaver Creek busbar/delivered cost of_\)er
MWh. Vantaae wind, which was recently contracted bv PSE, has the lowest busbar price for washington
wind a rer MWh, and a delivered cost o her MWh.

Comparable Montana wind

_is an early-stage development project in Montana that PSE has evaluated for a PPA.
Busbar pricing provided for is between MWh, based on a production tax credit (PTC)

of (with domestic content bonus) or with both domestic content and energy community
bonus). The most recently offered COD for

As of early 2023, had not yet secured full site
control for the project or the gen-tie line, which presents some additional project risk.

is a development project in Montana

PSE is currently in negotiations to contract for the
generation output of| through a PPA. With a busbar price of Wh an

levelized cost of energy (LCOE) of -/IWh including transmission and balancing,ﬁ
represents the lowest cost of all CETA resources available through the 2021 All-Source RFP and identifie
through bilateral channels. PSE’s IRP team is finalizing an analysis that will guide the amount of additional
Montana (MT) generation to acquire when Colstrip 3&4 are no longer using PSE’s Montana to Washington
transmission capacity. Based on ELCC analysis conducted by the IRP team and E3 Consulting, the optimal
resource combination to maximize ELCC includes additional Montana wind. Acquisition of the Caithness
100 MW BPA queue position will give PSE the opportunity to add additional generation and storage
resources in Montana later in the decade. Because -and Beaver Creek are not mutually
exclusive, both can be contracted and integrated using existing PSE transmission. However, it is worth
noting that the tradeoff with-is a lower cost resource for higher schedule risk relative to other
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resources. interconnects to the Colstrip transmission system through a new point of

interconnection The interconnection requires a new 500 kV substation, which will be
the first time NorthWestern has performed similar work since the 1970s. While still a term under
negotiation, the developer hasincluded delay relief in the PPA that could shift the COD to 2028
Il, which is being offered to PSE in combination with Phase |, also interconnects at the same point of
interconnection (POI) and faces the same schedule risk.—like Beave illinterconnect
to NorthWestern’s transmission system. However, in contrast to Beaver Creek,Whas a Large
Generator Interconnection ith Energy Resource In i . This is impactful
because the system w i i t are estimated
to cost approximately his once again
creates more schedule risk for PSE and our customers relative to other projects. The combination of
and Beaver Creek creates a favorable balance between cost and schedule to progress towards
reaching the CETA clean energy targets and the peak capacity needs.

Portfolio optimization analysis of alternatives

PSE conducted Aurora portfolio optimization modeling of all active resources (RFP and bilateral) in its deal
pipeline. The modeling incorporates the increased need updates arising out of the 2023 IRP EPR as well
as pricing, COD, and other updates received from projects in the deal pipeline. Two study cases have been
conducted with Montana nameplate capacity limits of 950 MW and 1,550 MW for resources behind PSE's
713 MW of Montana transmission capacity rights. The low limit of 950 MW is consistent with PSE's
published 2023 EPR preferred portfolio assumption. The high limit of 1,550 MW is a result of screening
analysis done by E3 Consultants and the PSE IRP team, which covers the top resource combinations that
show a balance between the transmission utilization during system peak and renewable curtailment. The
two study cases confirm that Beaver Creek was selected as part of the lowest cost resource portfolio
solution.

PSE ran additional sensitivities testing different CODs. PSE observed that Beaver Creek was in all of the
portfolios runs except for one, in which Beaver Creek was specifically excluded as an option to test the
value to the portfolio. This run shows that Beaver Creek reduces the overall portfolio cost by about $1
billion.

With limited resources available in the near future, Beaver Creek stands out as a resource option with a
comparatively advanced timeline. Therefore, PSE also tested delay risk in the start date of Beaver Creek,
where the commercial online date was moved out one year from 2025 to 2026. In this run, Beaver Creek
was still selected as part of the least cost solution. For a more detailed discussion of the analytical
assumptions, approach and results, see Appendix 15.

In addition to portfolio analysis above, PSE also performed mark-to-market analysis for the Beaver Creek
Project to assess its stand-alone value given the latest market conditions. The following table shows the
estimated net positive mark-to-market energy value of the project over both the next five years and ten
years, and the net value with the addition of the Project’s capacity contribution and renewable energy
credits (RECs) based on current market indicative prices. The Project also brings measurable social
economic value in terms of avoided social cost of carbon, which is shown separately.

SHADED INFORMATIONIS DESIGNATED AS
HIGHLY CONFIDENTIAL PER WAC 480-07-160

REDACTED VERSION




Exh. CPC-8HC
e 68 of 569

PSE Report to the Board of Directors: Beaver Creek Wind Project

SECTION 5. ALTERNATIVES ANALYSIS

Table 1.  Mark-to-Market Energy Value and Capacity & Environmental Attributes Value3

Energy Only MTM NPV (SM)
Five-Year (2025-2029) Ten-Year (2025-2034)

Value of Forward Energy
Cost (Bus Bar + Trans.)
Net Value

Energy, Capacity, Environmental Attribute NPV (SM)
Five-Year (2025-2029) Ten-Year (2025-2034)

Value of Forward Energy
Value of Capacity/RA
Value of CETA/REC

Cost (Bus Bar + Trans.)
Net Value

Five-Year (2025-2029)

Ten-Year (2025-2034)

Value of Social Cost of Carbon

Beaver Creek meets the lowest reasonable cost criteria because of the construction-ready deal structure
that presents lower risk of delays than other new build projects received through the 2021 All-Source RFP
or through bilateral channels, collectively referred to as PSE’s deal pipeline. A required closing condition
for MIPA is for the Primary Transaction to be in a ready-for-NTP state at closing. PSE anticipates that it will
be able to declare NTP shortly after closing because of the work Caithness has done with the BOP and TSA
agreements. Beaver Creek features a lower schedule risk than other comparable available Montana wind
projects, as shown in the table below.

Table 1 assumptions

1. Estimated value of energy from Mid-C forward energy price curve from Platts as of 6/1/2023

2. Estimated value of CETA/REC price: .’M Wh in 2023, escalated at 2.5%/year thereafter

3. RA capacity price: -<W—month based on WRAP Net Cost of New Entry for a gas peaking unit
4. WRAP Qualified Capacity Contribution utilized:_

4. Discount rate: 6.62%

5. Calculations assuming 220 MW nameplate configuration

6. Cost is the LCOE and incremental transmission costs to deliver energy to PSE customers
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Table 2.  Montana Wind Estimated Commercial Operation Date Range

Estimated COD Range Schedule Risk

2027 to 2028

2026 to 2027

Unable to estimate

2025 to 2026 Major equipment procurement

Financial analysis

Ownership versus PPA analysis

Beaver Creek presented both ownership and PPA offers for the Project. Ownership provides a more
favorable economic profile, even with less-favorable assumptions. For the 232 MW configuration, the
LCOE for the PPA offer at busbar price was while the ownership offer was

or $2.70/MWh cheaper than the PPA cost.

The Ownership vs PPA analysis is based on the PPA Ownership Evaluation Model that was developed by
consultant Thorndike Landing. The model determines the following relative costs and benefits to PSE
customers over a defined timeframe under the different commercial structures.

Figure 5. Costs and benefits calculated by the PPA Ownership Evaluation Model

For owned assets

« Expected capital costs » Expected cost of power purchased under proposed
* Operating costs including property tax and insurance PPAs

* Tax incentives * |mpact of debt imputed under long-term contracts
* Financing costs * Replacement resource costs of post PPA period (if
= Integration and Transmission upgrade costs applicable)

« Expected residual value

4 This LCOE of the PPA offer price included the following assumptions: 1) 25-year term; 2) flat busbar energy price of $52.74/MWh
+ turbine service cost sharing from year 11-25 (evaluated at $2.19/MWAh); 3) eligibility for both energy community and domestic
content PTC bonus credits; 4) 39.1% NCF; and 5) imputed debt (evaluated at $1.72/MWh).

> This LCOE of the ownership offer price included the following assumptions: 1) 25-year useful life; 2) eligibility for only domestic
content PTC bonus credits; 3) transfer PTC to monetize at 95% of the face value; 4) 36.96% NCF; 5) an allocated 73.65% or $30.2
million development fee of $41 million to Phase 1 of the Project.
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Power cost impact

The Project is expected to reduce power costs by-or the partial year it will be in service in

2025, an_between 2026 and 2028. See analysis below in Table 3.

Table 3.  Impact of Beaver Creek Wind ownership on power costs®

2025 2026 2027 2028
Total annual energy output (MWh) 343,912 756,860 756,860 756,860
Energy benefit (reduction to power costs)
Northwestern purchased transmission (increase to power costs)
BPA balancing charge (increase to power costs)

Net (increase) / reduction to power costs

6 The analysis is based on forward price curve for the 2024 multiyear rate plan filing as of June 2023. The power cost impact
doesn't include costs such as return on rate base, depreciation and O&M, which do not flow through power cost.
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6. Project Development

Summary project schedule

Figure 6 presents a preliminary Beaver Creek Wind Project development and construction schedule to
meet the August 2025 COD. This schedule is based on a schedule originally prepared by Caithness and
includes certain known updates. The schedule will be updated once an EPC contractor has been selected
for the Project.

Figure 6. Preliminary Beaver Creek Wind Project development and construction
schedule

Milestorie [Est. Completion
1> = slxlo alclicli= = ole]z2] ¢ al s> = alsl 2]y
Date cs|l8ls|ls|l&]s ol Bl I B s|la|=|s tla|8|s s|s|l&]|s tl3|3
slels|<|s]32]3 alol2]|8& Clsl<l=32]3 Slol2]|8|s|&ls]|<]|=]3]3 alo|z|a8

CoD

Start Transmission Line Construction Substation Complete — Ready for Energization

With a 2023 Q4 start on detailed engineering, final permitting, and long-lead equipment ordering; and a
Q2 2024 construction start, there is minimal risk of not meeting COD by Q4 2025. Where possible, contract
terms (including the BOP contract) should have provisions for guarantees, liquidated damages, or other
safeguards if the Project’s COD is not successfully achieved.

The detailed project schedule prepared by Caithness can be found in Appendix 5.

Development plan and progress

The project has been developed by Caithness Energy, LLC. During the development period, Caithness has
obtained meteorology data, performed wind studies, obtained landowner leases, performed selective
permitting and environmental evaluations, selected a wind turbine supplier, and gone out to bid for EPC
contractors.

Real estate

The Beaver Creek Wind Project will occupy approximately 11,000 acres of privately owned, rural
agricultural lands. The project lands are secured via six (6) separate Wind Facility Lease & Easement
agreements within Stillwater County, Montana. The lease agreements provide the necessary real estate
rights required for the development, construction and operation of the project. The real estate program
is described in Appendix 7.
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PSE is awaiting title reports to validate the legal descriptions and ownership of each of the six referenced
leases. PSE is also awaiting receipt of a survey of the proposed Beaver Creek wind farmlands to verify
property lines, easement encumbrances, reservations, location of utilities, etc., to further the due
diligence and verification of specifics necessary for a possible purchase of the property. More information
will be provided at a later date.

Wind resource assessment

Caithness hired ArcVera to provide an updated wind assessment based on the 233.8 MW layout in
Stillwater County, which was provided to PSE on July 1, 2023. PSE hired DNV Energy Insights (DNV) to
review the ArcVera wind assessment and provide a high-level estimate of project energy inclusive of
internal and external wake loss to check consistency with the ArcVera forecast. DNV provided a report
summarizing their findings on July 24. The DNV high-level forecast estimates an NCF of > 40%, which
indicates the ArcVera estimate is likely conservative.’

Permitting, environmental and cultural resources

This section contains an analysis of the environmental and use permits provided by the Project Company
for the proposed 232 MW wind facility development in Stillwater County, as well as an analysis of
additional permits that we anticipate PSE will need to construct and operate the Project. This section also
contains an assessment of the cultural resource surveys completed to date and identifies a need for
additional literature reviews, surveying, and tribal engagement. This section does not address the Sweet
Grass County properties, which are not currently proposed for development and do not yet have
development permits.

We are unable to complete a full permitting analysis for the Project at this time, as the Project Company
was unable to provide a complete layout (including identification of necessary road improvements, culvert
replacement, and/or road construction) due in part to siting decisions left to the BOP contractor (e.g.,
identification of the substation and intertie locations). Overall, we have concluded that proceeding with
the Project based on available information presents acceptable-moderate risk, as we understand that
there is cushion in the construction schedule to account for additional permitting, if necessary.

Caithness provided to PSE two Conditional Use Permits (CUPs) that provide for the following development
in Stillwater County.

e 160 MW (78-81 turbines) of wind energy facility development

e A 200 MWh battery storage facility (Final BESS permitting 100 MW-200 MW)

e An operations and maintenance building (including associated septic and sewer)

e A warehouse

e Two battery storage buildings

7 A higher NCF will result in higher PTC and a greater base to spread fixed costs, therefore, a lower LCOE. Based on t";e-ICF
estimate from DNV, the estimated LCOE would be-'M Wh.
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Caithness provided a permitting and agreements checklist (see summary of current permits and
agreements in Appendix 8). Additional local, state, and federal permits, and environmental baseline
studies not identified on the Project Company’s permitting and agreements list will be required to
construct and/or operate the Project. These include the following:

e  Stillwater County CUP amendment to increase use authorization for all Project-related facilities
(e.g., substation, intertie, construction access roads). PSE has determined that an additional CUP
will be required to reflect all facilities needed to construct and operate the Project (e.g., a
substation, intertie, wind turbine access roads). The Project Company anticipates that review by
the Stillwater County Commissioners will take approximately 4 to 6 weeks after the application is
submitted, ideally by the end of September 2023.

e Stillwater County Water and Wastewater Permit for an operations and maintenance facility.
e Stormwater General Permit for Discharges Associated with Construction Activity.
e Decommissioning plan and bond.

e Federal Aviation Administration (FAA) Determination of No Hazard Extension and/or evaluation
for potential need to revise.

e State Building Permit (needed for the operations and maintenance building).
e Delineation of waters of the United States for full Project site.

e  Cultural resource review and tribal engagement. Completion of a cultural resource literature
review and, as appropriate, survey.

e Avian use, bat and wildlife studies and Eagle Incidental Take Permit. Completion of all avian use
and wildlife surveys to support an Eagle Incidental Take Permit application and evaluate potential
impacts to bats.

e  Microwave beam path verification. Verification that the seven microwave beam paths that cross
the Project area are not intersected by the new 230 MW layout and that layout complies with all
setback requirements.

Consistent with these findings, the MIPA requires that the Project Company (1) obtain any CUP required
for all Project construction and operation, (2) update avian use surveys (note the Project Company will
not complete all use surveys required to support an application for an Eagle Incidental Take Permit), and
(3) complete a full site delineation for waters of the U.S.

The additional baseline environmental studies recommended above (including avian® and waters of the
United States) are needed to confirm whether any permitting— beyond what is being completed by the
Project Company or listed above— will be required. At this time, we have not identified a federal nexus
and, based on the available information, none is anticipated. That said, if subsequent studies identify a

8 The developer has not completed, nor are they providing, the two years of avian use studies required for PSE to obtain an Eagle
Incidental Take Permit, which will be needed for the operation of the wind facility.
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federal nexus, permitting may prevent certain types of construction from proceeding as currently
planned. The evaluations or permits that may also be needed include the following:

e If waters of the United States are identified where construction activities cannot be avoided, a
Clean Water Act Section 404 permit may be required. Depending on the permitting pathway, this
could also require additional review under the National Environmental Policy Act (NEPA) and
National Historic Preservation Act (NHPA), Section 106, including consultation with interested
Tribes. If a Clean Water Act Section 404 permit is required, a Montana Section 401 Water Quality
Certification may also be required.

e A Montana 310 Permit may be required if any road construction or repair requires a culvert
replacement where the culvert crosses a perennial stream.

e If the Project’s construction or operation requires a state agency approval, lease, or license that
is not otherwise exempt, review under the Montana Environmental Policy Act may also be
required.

With respect to cultural resources, the Project has not been surveyed for cultural resources, including
archaeological sites, burials, or traditional use areas. The data room contained a report by Bionomics,
which contains a very minimal records search. The summary report contained no background information
on the traditional uses or historical context of the area. These findings showed that the majority of the
Project areas remain unsurveyed for cultural resources, and therefore, it is hot known whether more
resources are present. There is a risk that PSE might discover resources during design, micrositing, or
construction, which could result in construction delays. In addition, no outreach to Native American tribes
was required by the developer. If the Project proceeds, PSE will pursue the necessary cultural resource
surveys and develop an outreach plan.

To minimize these risks, following closing, PSE will contact state and federal wildlife agencies and local
tribes to discuss the Project and to identify potential concerns that should be addressed during the
planning stage. A further recommendation is that cultural resource surveys be conducted within the
Project boundaries prior to construction so that if significant cultural sites are identified, they can be
avoided or mitigated. These responsible measures will reduce future construction and operational risks
and benefit PSE’s positive public perception as an environmentally responsible utility.

Finally, the Beaver Creek Project will require impact fees and a decommissioning bond. The Stillwater
County Impact Fee Agreement requires a fee that is 1.5% of the total construction costs for the Project
(including turbines, batteries, roads, buildings etc.). Also, the State of Montana requires wind farms to
submit a decommissioning plan and a bond to cover decommissioning costs. While the bond is due within
the first 15 years after the commercial operation date, it should be considered when evaluating Project
costs.

Community and communications

If the Project proceeds, PSE intends to develop a public affairs and community relations plan to mitigate
local concerns and reputational risk, and to promote project benefits. A robust public affairs plan would
include activating support from stakeholders (local and state elected officials, chambers or
economic development associations, etc.), a media strategy to promote and generate coverage of
the Project, updates to leverage PSE’s existing PSE in Montana website to share information about the
Project
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and its local benefits, and completing tribal outreach, among other strategies and tactics. Project benefits
to be touted include job creation and economic diversification, and property taxes and impact fees, among
other benefits. To further mitigate risk, PSE would consider using local and union labor when available
and cost-effective, given learnings from previous projects and opportunities to better partner with labor.

Advantages
e Four public meetings held on the project — no significant opposition identified
e Population in immediate area is low, which helps to mitigate risks

e Compliance with CUP and Road Use Agreement expected to address certain concerns associated
with road use

e Viewshed analysis determined proposed turbines will not be visible from the community of Big
Timber (19 miles away)

Challenges
e Limited documentation of stakeholder support and community outreach

e Local community and county commissioners have expressed concerns in the CUP process
about increased traffic during development and safety for residents and vehicles, which has been
picked up in the local news

e Additional concerns may include dust control, road standards, road maintenance, battery storage
safety, site decommissioning and hiring local workforce

e No record of consultation or outreach with area tribes - Crow Reservation is approximately 2
hours away

Challenges are addressed in Appendix 11, Risks and Mitigations. Overall, community risks were
determined to be acceptable.

Engineering and construction *

Construction will be performed by an engineering, procurement and construction contractor to be
selected by PSE through a procurement process that was started by the developer in April 2023. At this
time, there are three responsive bidders for the BOP contract. All three bidders have extensive experience
building wind generation facilities across the United States.

Selection of major project components and contracts

The Project is in the initial stages of development, with many design elements yet to be finalized. The final
site layout and detailed design documents have not yet been completed. PSE will work closely with the
developer to communicate PSE's technical requirements and preferences throughout the remainder
of the design process.
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Wind turbines

The developer has selected 2.5 MW, 60 Hertz (Hz), 690 Volt (V) GE wind turbines with a 127-meter rotor
diameter and an 89-meter hub height. The planned 232 MW site output will be generated by 88 turbines.
GE has completed a mechanical load review that indicates that the turbines are suitable for the site, and
a Turbine Supply Agreement with GE is in progress. The turbines are equipped with options such as an
extreme cold weather package, zero-voltage ride-through, and a standard condition monitoring system.
In addition, there are many optional features, such as controls enhancements, reactive power capability,
and leading-edge protection that will affect pricing and operations. PSE should have the opportunity to
review these optional features before the supply contract is finalized. PSE technical and operations
personnel are aware of reports of certain reliability issues with this GE turbine platform, which suggest
that there would be significant benefit to a five-year warranty period, if available, rather than the standard
two-year warranty.

A 10-year Full-Service Agreement is planned for inclusion in the GE contract, which will reduce risk
somewhat. The FSA obligates GE to provide all operations and maintenance services for the turbines for
10 years following turbine commissioning. Key terms of the FSA are:

e The agreement covers all labor, parts, equipment and consumables for the turbines.

e  GE will provide and maintain all spare parts during the warranty period.

e GE warrants-availability in the-of operation, and -availability in_

(calculated annually on a per turbine basis).

EPC contractor

A request for proposal for an engineering, procurement, and construction (EPC) contractor was released
by the developer in early June 2023, and bids were received at the end of June. After bid evaluation by
the developer, the successful bidder will be selected subsequent to signing the MIPA. The EPC contractor
will be responsible for the detailed design, procurement, and construction of all project BOP components,
including turbine foundations, access roads, underground and overhead electric collection system lines,
step-up substation, transmission lines, fiber and microwave communications, permanent meteorological
towers, an operations and maintenance building, and temporary construction access and staging areas.
Supply of the wind turbines is not included in the EPC contractor scope of supply. The main transformer
and certain substation equipment are being procured separately, but will be assigned to the EPC
contractor once selected.

Electrical components

The developer is soliciting bids for supply of the main transformer and 230 kV circuit breakers. The
remainder of the electrical components will be procured by the EPC contractor.

Transformers: The primary transformers for this project include 88 pad-mount step-up transformers
sized for the full power output of the 2.5 MW wind turbines, two generator step-up (GSU)
transformers with two Zig Zag transformers providing high impedance grounding for the low side of
the GSU, and two 100 kilovolt-amperes (kVA) station service transformers. The two GSUs are 185
megavolt amperes (MVA), 230 kV/34.5 kV units that have been sized to accommodate optional
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battery energy storage systems. The two Zig Zag transformers are 3.7 MVA, 34.5 kV distribution-type
units with single windings. The developer has requested bids from several vendors for the GSUs and
Zig Zag transformers. Sargent & Lundy or SNC-Lavalin will provide engineering services related to the
GSUs and Zig Zag transformers.

Main Circuit Breaker: A single 230 kV sulfur hexafluoride (SFe) gas-insulated circuit breaker rated for
2000 Amperes (A) continuous will be included in the Project. The developer has requested bids from
several vendors for this circuit breaker.

Plant Controls: GE’s WindCONTROL controls system will be supplied by GE as part of the turbine
package. The system will provide the capability of controlling the site’s output, including start-up,
shut-down, emergency stops, and facility curtailment. The plant controller will interface with the GE
wind supervisory control and data acquisition (SCADA) system and condition monitoring system
(CMS) for control, monitoring, metering, and diagnostic functions. Meteorological sensors and other
sensors will be required as inputs into the plant controller.

Protection, Metering, and Grounding: Circuit breakers will provide overcurrent and other protection
functions on the high-voltage and medium-voltage components. Protection relays will be supplied by
the EPC contractor. The low-voltage DC components will be protected with fuses. The two 34.5 kV
buses will be high-impedance grounded via Zig Zag transformers connected to the two GSUs. The EPC
contractor will develop grounding and safety solutions in accordance with Montana state regulations.

Optional BESS System: Proposals for a 20 MW, 3.5-hour (70 MWh) and a 100 MW, 4-hour (400 MWh)
BESS system designed and supplied by GE have been included as Project options in addition to the
wind turbine generators. Pricing for the two options is scalable; i.e., the 100 MW option is five times
the cost of the 20 MW option.

Interconnection

The project will interconnect to NorthWestern Energy’s (“NorthWestern”) existing 230 kV transmission
system at a new substation between the Wilsall and the Columbus Rapelje 230 kV substations and has an
executed large generator interconnection agreement (LGIA) for 315 MW of interconnection service. The
Project has network resource interconnection service (NRIS). The total upgrade cost (for the transmission
provider interconnection facility plus identified network upgrade) identified as part of the system impact
and facility study is approximately_ Note that this amount does not include any cost incurred
for the interconnection customer’s interconnection facility (for example, a generation tie line). In lieu of
the security deposit, the Project has provided a guaranty through GE. The identified network upgrade
costs are going to be directly assigned to the interconnection customer, that is, they are not reimbursable
through transmission network credits. The executed LGIA established certain technical and financial
milestones for both NorthWestern and the customer to meet in order to support the requested
commercial operation date. Caithness filed and executed an amendment to the original LGIA on June 20,
2023, that revised the originally established milestone dates. The amendment also removed the LGIA
section on transmission credits. The amended commercial operation date is August 15, 2025. Details of
the other milestone dates are included in Attachment 9.

Figure 2 in Section 3 shows the Beaver Creek interconnection point.
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Transmission

PSE is responsible for the delivery path from the new NorthWestern substation to customer load. PSE has
submitted a request for 220 MW of new NorthWestern transmission service from the project location to
the Colstrip 500 kV substation. PSE has also submitted another 220 MW of new NorthWestern
transmission service from the project location to the Garrison substation to create and evaluate delivery
options. PSE will repurpose the transmission used for Colstrip Units 3 and 4 for the project. PSE currently
has 713 MW of contracted transmission available to deliver the resource along with other Montana
resources. The transmission path consists of four transmission wheels (see figure below): (1) the
NorthWestern Energy transmission system, (2) the Colstrip Transmission System, (3) Eastern Intertie, and
(4) the BPA main grid. In Figure 7, the CTS is depicted as a bright blue line, and both the Eastern Intertie
and the BPA main grid are represented by a purple line.

Figure 7. Transmission path and wheels from the NWE Substation
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PSE submitted two transmission service requests for 220 MW each on the NorthWestern system in July
2023 for delivery to Colstrip and Garrison, which are subject to NorthWestern’s transmission studies
described below. In addition, PSE has submitted a change of source TSR to the CTS owners to allow for
the scheduling of the Beaver Creek Wind Project instead of power from the Colstrip units after 2025. PSE
also holds sufficient firm point-to-point capacity rights on BPA’s main grid from Garrison to PSE’s load. On
the Eastern Intertie, PSE holds 720 MW of total capacity, including 680 MW under the Montana Intertie
Agreement (“MIA”) through 2027, and an additional 40 MW under standard BPA tariff service. The 720
MW of transmission service may be renewed. (Note: PSE submitted a TSR to BPA to secure 680 MW of
Eastern Intertie transmission after the MIA expires in 2027.)

The Beaver Creek Project requires a series of transmission studies to assess the impact of delivering the
wind energy on the NorthWestern system and westward on the CTS, and to identify any required
upgrades. These studies provide visibility into the costs associated with system upgrades, timelines to
complete upgrades, and the resulting transmission system capabilities. The status and a brief description
of the transmission studies associated with Beaver Creek are described in Appendix 9.
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Integration plan

PSE has evaluated options to balance and integrate the Beaver Creek Wind Project, a variable energy
resource located in Montana, into the PSE balancing authority area (BAA). PSE researched acquiring
service from BPA, and determined that BPA would be unable to provide integration services.
NorthWestern has confirmed that they do not have capacity to balance the Project. PSE will need to
perform an integration study to determine the costs for PSE to include the Beaver Creek Wind Project as
a resource in PSE’s BAA, and include the balancing cost in its evaluation of Beaver Creek. For modeling
purposes, PSE used BPA's wind integration tariff as a proxy for the balancing cost of the Project.

Budget

An estimate of the Project budget is provided below. Balance of plant, turbine supply, and turbine service
agreements have not yet been negotiated.

An updated budget will be determined once PSE has selected an EPC contractor. The estimate shown
below is based on a budget provided by Caithness in June 2023. Step-up transformer and BOP contract
estimates were revised respectively, subsequent to PSE’s due
diligence review. Contingency includes an additional which is consistent with the generic
contingency assumption of 2.5% used by PSE. PSE calculated the AFUDC based on the projected cash
payouts.

Table 4.  Estimated preliminary budget for the Beaver Creek Wind Project

$000's $/kW % of Total|

DEVELOPMENT BUDGET
Development Rights
TOTAL DEVELOPMENT BUDGET

CONSTRUCTION BUDGET
Wind Turbines
GE Contract Price

Balance Of Plant
Step-up Transformers
EPC Contract Price

PSE Project Management, Engineering,
Construction Permitting, Third-Party Services,
Community Relations, and Overhead

Sales Tax
Contingency
TOTAL CONSTRUCTION BUDGET

AFUDC

|
TOTAL ALL-IN CAPITAL COSTS 515,272 2,342 100.0%)|

9 Caithness’s budget included approximately- contingency on BOP.
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Table 5.  Preliminary quarterly budget (excluding AFUDC)1°

Draft Beaver Creek Budget ($000)

Detailed Quarterly Budget Q3-2023 Q4 -2023 Q1-2024 Q2 -2024 Q3 -2024 Q4 -2024 Q1-2025 Q2 -2025 Q3 -2025 Q4 -2025 Total

Development Fee

Plant Costs

Wind Turbines
Balance of Plant
[Transformer/Breakers

PSE Project Management,

Contingency

Total
[Cumulative Total
Qtrly %

1. PSE owner contingency includes Phase 1 only to match PPA vs Ownership Evaluation Model
2. PSE Phase 1 allocation is based on MWs of planned build out, i.e. 232MW for phase 1 and 83MW for phase 2 for a total of 315MW.

Other notes: | |

Pro forma financial statement

The pro forma for the Project models the 25-year project-specific revenue requirement to recover all
capital investment made during development and construction of Phase | and the subsequent 25 years of
O&M expense required to operate the facility and transmit the energy to PSE’s territory. The 25-year
levelized cost of the Projectii er MWh, which includes the development and construction budget
(evaluated at a LCOE o Wh), and incremental transmission and balancing cost (evaluated at a
LCOEo MWh). Development costs for the Project include both the pro rata allocation of the costs
to develop the entire project and the Phase | specific costs to negotiate the TSA and FSA, as well as the
BOP Contract agreement (all of which are described in Appendix 4). The construction budget includes the
remaining costs necessary to construct the plant and place it into commercial operation, including WTGs,
the balance of plant, PSE construction management and AFUDC. These development and construction
capital costs are described in more detail in Appendix 12.

The levelized cost metric also includes the 25-year O&M expenses for Phase |, which include the GE FSA,
land lease payments, PSE staff, property tax, insurance, environmental compliance, MT production and
transmission tax and transmission expense.

The pro forma assumes perfect rate-making treatment, meaning the Project is placed in rates upon
commercial operation. In practice however, there may be a lag between the time Phase | achieves
commercial operation and the time itis included in rates. Appendix 18 describes the timing and regulatory
recovery strategy to place Phase | into rates. The pro forma also assumes the receipt of production tax
credit and passing the credit back to customers.

10 Cash flows assume a closing/notice to proceed at the end of August, which is likely to shift to the right into late Q3 or early Q4.
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7. Decision and Execution

Construction of the Project

Subject to Board approval on August 3, 2023, PSE will execute the following contract:

e  MIPA with Caithness Beaver Creek, LLC to purchase 100% of the membership interests in the
Project Company, which includes real estate rights to support 100-150 MW of future
development, priority transmission service request queue position, and permitting to support
optional battery energy storage system fo

Subject to future Board approval(s) anticipated to be sought in late Q3 or Q4, PSE would execute the
following contracts:

e BOP agreement to erect the turbines; and to design and build the electrical collector system,
project gen-tie transmission line, project substation, turbine foundations, and project operations
and maintenance building (final BOP selection and agreement execution to occur shortly after
closing).

e GE TSA contract to purchase 48 x 2.5 MW-127 meter (M) and 40 x 2.8 MW-127M WTGs (to be
executed shortly after closing).

e GE FSA for certain operation and maintenance services for the turbines supplied under the TSA.

The following table presents a preliminary milestone schedule based on a schedule prepared by Caithness
to develop and construct the plant. Actual milestones will be subject to BOP selection and the terms of
the TSA.

Table 6.  Preliminary milestone construction schedule

Date Milestone

Aug 2023 Board approves MIPA execution

Sept/Oct 2023 MIPA closes; Board approves execution of BOP, TSA and FSA contracts
Apr 2024 E:ucn((:j(;r;c;i(;tor mobilizes and begins constructing roads and WTG

Sep 2024 PSE procures Project substation transformers

Sep 2024 Roads, foundations, and collection system for WTGs complete

June 2024 First WTGs arrive on site

Dec 2024 Begin commissioning WTGs

Nov 2024 Substation complete — ready for energization

August 2025 Phase | achieves commercial operation
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Financing

The Project will be financed consistent with current and past utility financing practices, employing a
combination of funds from operations, short-term debt, and/or long-term debt at PSE and, as needed,
equity provided from PSE’s parent Puget Energy. The sources and timing of the funding needed will be
refined during the course of project development and construction and will be optimized to ensure PSE is
able to maintain (1) the regulated minimum equity ratio of 49.0% (or the then-approved regulated equity
ratio) and (2) investment grade credit ratings at both PSE and Puget Energy.

A summary of PSE’s funding strategy for the Project is provided in Appendix 17.

Federal tax incentive accounting and treatment

The Inflation Reduction Act (IRA) significantly increased the federal income tax incentives for renewable
energy projects. Under the IRA, the project qualifies for the federal Production Tax Credit or the
Investment Tax Credit; however, Appendix 14 demonstrates that the PTC is more beneficial to customers.

The Project is expected to qualify for the PTC at a rate of $27.50 per MWh, plus an annual Internal Revenue
Service (IRS) inflation adjustment. In addition, the Project is expected to qualify for the domestic content
bonus credit, which would increase the PTC rate by +10% to $30.25 per MWh. At this time, it appears that
the Project will not qualify for the “energy communities” benefit. Management will continue to monitor
the evolution of the tax credit in order to maximize the value of these incentives for the benefit of
customers.

PTCs claimed under the IRA are transferable. Transferability will allow PSE to convert the PTC to cash
regardless of PSE’s taxable income by selling the PTCs to an unrelated third party. This may be a source of
significant value to customers by vastly accelerating the timing of the pass-back of the credits on
customers’ bills. The modeling for the Project assumes that PTCs will be sold when earned at 95% of face
value.

PTCs are passed along to customers under a separate tariff, Schedule 95A. The Schedule resets each
October with all PTCs (or other tax incentives) that have been realized in a cash benefit, either through
usage on a tax return or by sale to a third party, being passed to customers over the next 12 months.

State taxes in Montana are composed of three types of taxes: energy production and transmission tax,
income tax, and property tax. There is no sales tax in Montana.

Production and transmission tax is based on megawatt hours produced and transmitted, the rates are
$0.15/MWh and 0.2/MWHh, respectively. PSE expects the project to minimally impact Montana income
tax (likely less thar_a year). In regard to property tax, PSE expects the project to qualify for a
discounted rate of 1.5%, which represents a significant savings relative to our current property situation
in Montana.
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Accounting treatment

PSE will capitalize its investment in the Project as an electric utility plant fixed asset and depreciate the
capitalized amount over its useful life, which is assumed to be 25 years, consistent with the Lower Snake
River, Hopkins Ridge and Wild Horse facilities. These facilities will be a part of a future depreciation study
in which consultants will assess their useful lives, but it is not anticipated that the Project’s useful life will
be different from that of our other facilities if the nature of the turbines is not significantly different. PSE
plans to unitize the capital asset within a year of placing the facility in service, segregating its original cost
into appropriate retirement units of property categories. PSE's original cost will include AFUDC.

The development fee will be allocated to different contract components, not all of which will be assigned
to the current project. For modeling purposes, the-fee has been allocated a_and

espectively to the current project and a future expansion, based on a 232 MW and 83 MWw!
nameplate capacity split. Additional rights to support future expansion include (1) additional real estate
rights in Sweet Grass County to support a future PSE expansion of Beaver Creek wind generation, (2) a
TSR queue position for 100 MW of transmission capacity from Montana at Garrison (BPAT.NWMT) to
Portland (BPAT.PGE), and (3) full permitting for a BESS through a Conditional Use Permit.

A discussion of rates and accounting issues is contained in Appendix 18.

Regulatory recovery plan

The most likely scenario is that PSE will seek a determination of prudence for the Project and cost recovery
in an upcoming General Rate Case (GRC) filing with the WUTC. Commercial operation of the Project is
expected to be achieved in 2025, the first year of the multiyear rate plan to be included in that filing,
which is planned for January 2024. Regulatory approval of new rates would occur eleven months after
filing.

A discussion of rates and accounting issues is contained in Appendix 18.

Independent evaluator

Beaver Creek was not among the proposals submitted into the 2021 All Source RFP; however, PSE has
kept its RFP independent evaluator (IE) informed of the status of the evaluation and contract negotiation
for the Project in order to maintain transparency in its resource acquisitions activities in line with the
Purchases of Resources Rules (WAC 480-107). PSE shared its qualitative and quantitative findings and
draft board materials with the IE, describing the nature of the time sensitive opportunity of unique value
of the Project compared to other RFP and non-RFP resources in PSE’s deal pipeline.

11 Based on a total LGIA interconnection limit of 315MW, subtracting 232MW for Phase .
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Management and operation of the project

PSE’s Generation Group is currently evaluating a number of options and business models to perform
operations and maintenance scope of service activities required to operate, service and maintain the
Beaver Creek Wind Project. Options include employing GE Renewables, self-performing with PSE staff or
employing one or more independent third-party service providers.

The scope of services will include diagnostics, maintenance and repair services, the supply of
consumables, and parts replacement for the wind turbines and ancillary equipment. Under any specific
option, PSE will retain responsibility for site management, monitoring and control; scheduling of
generation; and maintenance of the infrastructure systems including the collection and communication
systems, access roads, substation, interconnecting transmission line and associated vegetation
management. PSE may provide some of its O&M services via third-party subcontractors. The Project will
utilize existing PSE Generation wind group personnel for overall wind plant management and oversight.

Given the remote location outside Washington state, the expanse and topography of the Project, wind
industry standards, and PSE subject matter expert (SME) opinion, additional PSE operations employees
will be required to ensure safe, reliable and proper management of the Project. When the Project layout,
size and generating capacity is finalized, a pro-forma O&M budget will be fully developed for 20 years of
operation. It is assumed that wind turbine and plant infrastructure system maintenance requirements will
increase over time, so that O&M costs are projected to grow over the lifetime of the Project.

Insurance program

Construction period insurance program

During the construction period, Builder's All-Risk coverage (physical damage to the plant during
construction) will be provided in one of two ways: (1) PSE will require the EPC to purchase Builder’s All-
Risk coverage, including Delay in Start-up coverage, in an amount to be determined based on projected
generation value; or (2) PSE will purchase a project-specific policy. If option 2 is selected and PSE carries
this coverage, PSE anticipates purchasing the Builders All-Risk coverage with -deductible, with
requirements for the EPC to cover such deductible in the event of a loss, for most perils.

During the construction period, the EPC will be required to carry the following insurance coverages:

e Workers' Compensation and Employers Liability Insurance,

e Commercial General Liability Insurance with policy limits o-per occurrence,

e Excess/Umbrella Liability Insurance with policy limits of_ per occurrence,

e Commercial Automobile Liability Insurance with policy limits of _per occurrence, and

e Transit Insurance from shipper’s point of shipment to the delivery point.
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Operating period insurance program

Once construction is complete and the Project commences operation, it wi o PSE's existing
property insurance program for the full replacement value, subject to a per occurrence
deductible (unless financing requires a lower deductible) and subject to policy limits and sublimits. If
service and maintenance are supplied under an FSA with GE, such agreement will require, at minimum,
that GE maintain the following insurance coverage:

e Workers' Compensation and Employers Liability Insurance,
e Commercial General Liability Insurance with policy limits o_per occurrence,

e Excess/Umbrella Liability Insurance with policy limits of -per occurrence, and
e Commercial Automobile Liability Insurance with policy limits of-
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8. Project Risks and Benefits

The Company maintains an Enterprise Risk Management Policy (ERM) as part of its Corporate Policy
Manual. Pursuant to that policy, and consistent with past resource acquisition activity, PSE staff identified
key project risks associated with the Beaver Creek Wind Project and identified certain low probability,
high risk scenarios for consideration and associated mitigations and/or response actions for each scenario.
This section concludes with a summary of key project benefits.

Project risks

PSE’s cross-functional subject matter expert team conducted a due diligence review of the Project that
included a review of project documentation provided by the developer, a reasonableness check of the
wind resource, discussions with the developer’s subject matter experts and a site visit. PSE captured
known Project risks in a risk register, identified mitigations for each risk, and assessed a risk level for each
area of review. The risk register has been provided as Appendix 11.

Risk areas of focus at the current pre-construction stage of project development include permitting and
studies (including cultural resources), real estate and transmission. In each of these areas of focus, overall
risk levels were determined to be low to acceptable.

PSE retained Baker Botts to perform due diligence and identify “red flags” and “yellow flags” in five areas:
1) corporate matters, 2) real estate matters, 3) equipment supply matters, 4) engineering, procurement
and construction matters, and 5) federal tax matters, in each case that may impact the Project. The red
flags were related to real estate matters and tax. All yellow flags were real estate related. PSE has
identified a mitigation or action plan for each of these flagged items. PSE anticipates that all red and yellow
flagged items will be addressed between now and closing.

In the interest of thorough contingency planning, three worst-case scenarios are outlined below along
with potential actions that PSE may consider in the unlikely event that one of these scenarios
materializes.

Scenario 1 -- PSE is unable to build the Beaver Creek project (post-closing, TSA and BOP execution)

Response if risk materializes

e PSE would retain the second payment to Caithness, and would attempt to recover the initial

e PSE would negotiate with GE to deliver the purchased turbines to another site, sell the
purchased turbines to a developer for another project, or arrange credit toward the purchase
of another GE turbine model if PSE has a need for a different turbine model on another site
location.

e PSE would work with BOP to minimize losses and maximize value if the BOP needs to
demobilize.
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Scenario 2 -- NorthWestern transmission rates increase significantly, resulting in higher power costs for
PSE customers (project operational)

Response if risk materializes

e PSE may evaluate opportunities to build an estimated 30-mile generation-tie line and
interconnect directly to the Colstrip Transmission System.

Risk Mitigation
e PSE will analyze and reduce contracted transmission to less than full nameplate if it is

economic to do so with or without battery energy storage.

Scenario 3-- PSE loses ability to wheel energy out of Montana (project operational)

Response if risk materializes

The scenario analysis above helps demonstrate the overall low risk profile of the Project compared to the
direct and indirect benefits of the Project. Risk mitigation strategies are available for all identified risks,
including these low probability, high impact scenarios. In addition, the high impact scenario discussion
points to open pathways for alternative net positive resolutions even under the risk scenarios with the
greatest potential impact. Therefore, the scenario analysis and risk discussion should be viewed with an
eye toward the overall material benefits of the proposed Project.

Project benefits

Acquisition of the Project provides several areas of value, including the following:

e Near construction-ready wind generation project — the only opportunity identified which can
reach commercial operations before the end of 2025

e Helps meet PSE’s CETA compliance targets

e Provides additional real estate rights for the potential for ownership of additional attractive
renewable resources

o Additional real estate rights in Sweet Grass County to support a future PSE expansion of
Beaver Creek, representing 100-150 MW depending upon final equipment selection and
permitting. This assumes either all 2.5 MW-127M turbines, or the same ratio of 2.5 MW
and 2.8 MW turbines as the initial buildout. This phase would not be construction ready
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at closing. PSE would be responsible for perfecting real estate rights and securing
permits.

® Attractive transmission queue position

o Transmission Service Request queue position for 100 MW of transmission capacity from
Montana at Garrison (“BPAT.NWMT"”) to Portland (“BPAT.PGE")

= Third position in BPA’s Montana transmission queue, which will guarantee
transmission service of 100 MW anticipated to be available starting in 2030, if PSE
stays in the queue and agrees to fund for its pro-rata share of upgrades

"= PSE has been advised that BPA does not expect to move forward with any
additional transmission expansion projects in Montana for any additional new
transmission capacity in the foreseeable future

® Provides permitting for battery storage option
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9. Equity and Customer Benefits of the Project

CETA requires that electric utilities “ensure that all customers are benefiting from the transition to clean
energy: Through the equitable distribution of energy and non-energy benefits and reduction of burdens
to vulnerable populations and highly impacted communities; long-term and short-term public health and
environmental benefits and reduction of costs and risks; and energy security and resiliency (RCW
19.405.040(8)).”

Beaver Creek’s Customer Benefit Plan will seek to address three of the CETA categories of Customer
Benefit Indicators namely: energy security and resiliency, energy and non-energy benefits, environment
and public health benefits.

Energy security and resilience

Beaver Creek will be constructed in the wide-open spaces between Rapelje and Reed Point (Montana).
The plant size is 232 MW.

Beaver Creek will improve the energy security and resiliency of active service areas by unlocking up to 756
GWh (annual GWh estimate). The deployment of new wind farms and the option to incorporate batteries
for storing wind energy will complement the operational limitations of hydro power and solar. Beaver
Creek will also significantly increase the geographic diversity of PSE's renewable energy resources.
Increasing the diversity of renewable energy resources by adding clean, reliable utility-scale wind energy
to the electric portfolio will bring significant security and resiliency benefits. Montana wind projects are
most productive during the winter months when compared to Washington wind projects, which are more
productive in the spring.

Beaver Creek provides the potential to complement PSE’s existing wind power by smoothing out the highs
and lows of the wind so that the output will be more consistent. The future incorporation of batteries
would also offer a way to offset the vagaries of wind by storing excess energy when demand is low and
tapping that energy when demand peaks. The operational flexibility of the Beaver Creek Wind Project will
increase the reliability of wind-power. It is estimated that the two phases could power more than 75,000
homes.*?

Energy and non-energy benefits

Beaver Creek will create employment opportunities for an estimated 150-200 skilled craftsmen during the
year-long construction phase and an ongoing need for permanent, on-site workers after COD. PSE is
committed to using local and diverse suppliers when available. When negotiating the BOP contract for the
Project, PSE intends to include provisions that encourage the EPC contractor to utilize a Project Labor

12 Based on an average per household consumption of 10,000 kWh/year.
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Agreement, Community Workforce Agreement, or Collective Bargaining Agreement for major
construction activities.

Additional economic benefits

Beaver Creek is projected to produce $170 million®® in property taxes over 25 years and qualify for tax
rebates through the first 10 years. It is anticipated that Beaver Creek will deliver approximately $7 million*
in local economic impact in rural Montana on an annual basis. In addition, the workers, contractors and
landowners who work with Beaver Creek will contribute to the local economy as taxpayers and
consumers, leading to a positive economic ripple effect throughout the local communities.®

Environment and public health

The Project offers a substantial renewable energy resource, which helps to meet PSE’s energy needs in
both summer and winter, and supports better air quality, fewer emissions and fewer greenhouse gases
than fossil fuels. As the impacts of poor air quality tend to disproportionately fall on highly impacted
communities and vulnerable populations, the Beaver Creek Wind Project will enhance the health and well-
being of customers and communities by providing a clean source of energy, reducing air pollution, and
improving health outcomes.

Itis projected that Beaver Creek will displace approximately 535, 764 metric tons of carbon dioxide (CO2)*®
in its first full year of operation if the same electricity had been generated with natural gas. This represents
a significant reduction in greenhouse gas emissions, reducing the public health impacts associated with
the effects of climate change.

The proposed energy resource will have positive implications for long- and short-term public health by
offsetting existing fossil fuel generation, thereby reducing associated emissions such as particulate matter
(PM2.5) by 20.46 tons, nitrogen oxides (NOx) by 187.78 tons, sulfur dioxide (SO,) by 100.1 tons. These
pollutants have been linked to the occurrence of a host of respiratory illnesses (e.g., asthma),
cardiovascular diseases, and increased hospital admission rates. Based on an initial screening using the
Co-Benefits Risk Assessment (COBRA) tool, this project estimates a total of $1.6 to $3.6 million in costs
avoided related to health effects.’” A description of estimated environmental and public health impacts
and evaluation tools is provided as Appendix 16.

13 Calculated based on an assumed 1.5% property tax. See Appendix 12.

14 Calculated using Jobs and Economic Development Impacts (JEDI) Land Based Wind Model rel W6.28.19

15 BeaverCreek-Windfarm-Application.pdf (stillwatercountymt.gov)

16 The estimated amount of carbon dioxide (CO2) emissions is calculated using the Greenhouse Gas Equivalencies Calculator based
on 756,000 MWh

17 To estimate avoided costs related to health effects, PSE used the Co-Benefits Risk Assessment Health Impacts Screening and
Mapping Tool (COBRA).

-35.-
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SECTION 10. RATE IMPACT AND RECOMMENDATION

10. Rate Impact and Recommendation

Rate impact

The_levelized cost of the Project over the 25-year of project life is approximately -VIWh including
an Wh incremental transmission and balancing cost. The resource acquisition team estimates
the net effect’® on electric rates to be an increase of less than one percent. This is based on the 2022
baseline rate.?®

For the multi-year rate plan period from 2025 to 2028, the projected vearly revenue requirements (before
any expected avoided power purchases) are

respectively. For detailed pro forma analysis, please see Appendix 12.

Recommendation

Based on the determination of need, the analysis of alternatives, and the project benefits presented in
this Report, PSE management recommends that the Board of Directors adopt the Resolutions set forth in
Appendix 1 authorizing the purchase of 100% membership interest in the Project Company for
approximately plus reimbursement of certain costs. This recommended purchase would not
commit PSE to construct the Project. Such authorizations for the construction of the Project, including
construction funding — which comprises the bulk of the all-in capital budget — will be sought through a
separate board approval.

18 | evelized delivered cost of energy net of energy benefit of avoided market purchases.
19 Electric Revenue Requirement is $2,984,894,706 per 2022 GRC Compliance Filing.
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APPENDIX 1. BOARD RESOLUTIONS

Board Resolutions

APPROVAL OF PURCHASE OF BEAVER CREEK WIND PROJECT

After full discussion, on motion duly made and seconded, the following was unanimously approved:

WHEREAS, this Board of Directors (“Board”) of Puget Sound Energy, Inc. (the “Company”) has determined
that it is in the best interests of the Company, its customers, shareholders and other stakeholders to add
energy resources into the Company’s energy resource portfolio consistent with the Company’s least cost
planning and analysis and Clean Energy Transformation Act (“CETA”) compliance efforts;

WHEREAS, the Company’s review and analysis of a potential self-developed generation project has
determined it to be a least cost and CETA-compliant resource for additional energy resource generation;

WHEREAS, the facility to be developed and constructed consists of approximately 232 MW wind powered
electric generation capacity plus certain other ancillary projects (together, the “Beaver Creek Project”) in
Stillwater and Sweetwater counties, Montana, of which the development rights are owned by Caithness
Montana Wind, LLC, a Delaware limited liability company (“Project Company”), an affiliate of Caithness
Beaver Creek, LLC, a Delaware limited liability company (“Seller”) and Caithness Energy, LLC, a Delaware
limited liability company (“Seller Parent”);

WHEREAS, the Company’s management has negotiated with Seller the terms and conditions of a
Membership Interest Purchase Agreement (“Purchase Agreement”), pursuant to which the Company
would purchase from Seller 100% of Seller’s ownership interest in the Project Company (“Ownership
Interests”). The Project Company owns all of the equity interests in each of (i) Beaver Creek Wind |, LLC, a
Delaware limited liability company, (ii) Beaver Creek Wind I, LLC, a Delaware limited liability company,
(iii) Beaver Creek Wind lll, LLC, a Delaware limited liability company, and (iv) Beaver Creek Wind IV, LLC, a
Delaware limited liability company, which in turn collectively own all of the equity interests in Chafin Wind

Energy, LLC, a Delaware liability company (collectively, the “Project Subsidiaries”);

WHEREAS, at or immediately following the closing, the Company will dissolve the Project Company and
some or all of the Project Subsidiaries, with the result that all of the assets and liabilities of the Project
Company and Project Subsidiaries will become those of the Company;

WHEREAS, the Company desires to acquire from Seller and Seller desires to sell to the Company (i) the
Ownership Interests and (ii) all of the assets of the Project Company and Project Subsidiaries, including
without limitation: (1) meteorological towers, associated with the potential development of a project with
88 wind turbine locations sized at approximately 232 MWxc of wind generation capacity, (2) certain
additional real property rights located in Sweet Grass County, Montana anticipated to support 100-150
MW of future development and expansion, (3) an additional amount battery energy storage capacity of
100MW located in Stillwater County, Montana, and (4) 315MWAC of interconnection capacity under the
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APPENDIX 1. BOARD RESOLUTIONS

Standard Large Generator Interconnection Agreement, dated as of June 12, 2018, between NorthWestern
Energy and Chafin Wind Energy, LLC and (iii) Seller Parent’s 100 MW point to point transmission service
request high in Bonneville Power Administration’s (“BPA”) queue (items (ii) and (iii) together, the “Project
Development Rights”);

and obligations under the Purchase Agreement is approximately

WHEREAS, the purchase price for the Ownership Interests, Project Development Rights and all other rights
‘-Ius certain payments to be

made by the Company to Seller relating to certain documented third-party costs incurred by Seller for the
continued development of certain Project Development Rights (the “Purchase Price”) (i) 50% of which is
payable to the Seller upon closing and (ii) 50% payable to Seller upon Project Substantial Completion (as
defined in the Purchase Agreement) or seventeen months from closing, whichever occurs first;

WHEREAS, the Company’s review and analysis of the purchase of the Project Company Ownership
Interests and Project Development Rights in accordance with the Purchase Agreement has determined
that such development assets are a component of a least cost resource for additional energy resource
generation;

WHEREAS, the Purchase Agreement and a summary of the Beaver Creek Project, including its anticipated
budget and the primary risks relevant to its development, construction and operation are described more
fully in a report provided to the Board in advance of this meeting and filed with the minutes (the “Beaver
Creek Proposal”); and

WHEREAS, the officers now seek Board approval of and authority to enter into the Purchase Agreement
and all other contracts and actions necessary for the execution of the Purchase Agreement, and any such
additional contracts and actions described in the Beaver Creek Proposal relating to the acquisition,
perfection or further development of the Project Development Rights;

IT IS, THEREFORE

RESOLVED, that the Board, after full consideration and due deliberation, deems it advisable and in the
best interests of the Company, its customers, shareholders and other stakeholders to approve the (i)
acquisition of the Ownership Interests and Project Development Rights pursuant to the Purchase
Agreement, (ii) the payment of the Purchase Price, and (iii) any related agreements and other transactions
described in the Beaver Creek Proposal and in accordance with the budget and other materials set forth
therein; and be it further

RESOLVED, that the Board hereby authorizes the Company’s Chief Executive Officer, its Chief Financial
Officer, its Chief Operating Officer, its General Counsel, its Vice President of Energy Supply, its Corporate
Secretary, and any such other officers they deem appropriate (the “Authorized Officers”) to execute (i)
the Purchase Agreement and all other agreements or contracts or actions necessary for the execution of
the Purchase Agreement, including any further additions, amendments or changes to the terms thereof
as are deemed necessary and appropriate by the Authorized Officers and (ii) upon execution of the
Purchase Agreement, any additional contracts and actions described in the Beaver Creek Proposal related
to the acquisition of the Project Development Rights, which may also include any such further additions,
amendments or changes to the terms thereof as are deemed necessary and appropriate by the Authorized
Officers; and be it further
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RESOLVED, that the Authorized Officers are further authorized to waive any conditions precedent to the
closing of any of the Purchase Agreement in order to facilitate the closing of such agreement, provided
that each of the Authorized Officers agree to such waiver and deem it to be in the best interest of the
Company.

GENERAL AUTHORITY

RESOLVED, FURTHER, that any and all actions taken by the officers of the Company, or any of them, as
deemed by such officers to be necessary or advisable to effectuate the transactions contemplated by the
foregoing resolutions, including the filing of appropriate documentation with the Washington Utilities and
Transportation Commission, whether prior to or subsequent to this action by this Board, are hereby
authorized, approved and ratified, and the taking of any and all such actions and the performance of any
and all such things in connection with the foregoing shall conclusively establish such officers’ authority
therefore from the Company and the approval and ratification thereof by this Board.
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Beaver Creek Wind ﬁr;gject

Recommendation for Board Approval ¢

Colin Crowley

Director, Energy Resource Development

PUGET
August 3, 2023 SOUND
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Recommendation

Based on due diligence performed to date, Resource Acquisition recommends

the Board of Directors to authorize PSE to execute the following contract:

Membership Interest Purchase Agreement (“MIPA”) with Caithness Beaver Creek, LLC at a
purchase price of approximately for a 100% ownership interest in Caithness
Montana Wind, LLC (“Project Company”), which owns all the assets associated with:

1) construction-ready approximately 232 MW nameplate wind project located in Stillwater,
Montana with anticipated COD in August 2025;

2) permitting to support a lithium-ion battery energy storage system (“BESS”)

3) real estate rights in adjacent Sweet Grass County anticipated to support 100-150 MW of
future development and expansion; and

4) a transmission service request (“TSR”) queue position for 100 MW of BPA transmission
service from Garrison at BPAT.NWMT to Portland at BPAT.PGE

PUGET
SOUND
2 | ENERGY
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Beaver Creek is a time-sensitive opportunity of unique value

* Only identified new build resource that can reach commercial operations in 2025.

« Will help PSE meet its Clean Energy Transformation Act ("CETA") compliance targets for 2025 and 2030 at the
lowest reasonable cost compared to other reviewed alternatives

. The-urchase includes additional rights to support future expansion:

» Additional real estate rights in Sweet Grass County to support a future PSE expansion of Beaver Creek.

» Caithness layout indicates additional turbine locations have been identified on the Sweet Grass footprint of
the additional real estate rights, representing 100-150 MW*

» Future phase would not be construction ready at closing; PSE responsible for perfecting real estate rights
and finalizing permits

» Attractive Transmission Service Request ("TSR") queue position for 100 MW of transmission capacity from
Montana at Garrison (BPAT.NWMT) to Portland (BPAT.PGE)

» High position in BPA’s Montana transmission queue would guarantee transmission service of 100 MW
available starting in 2030, if PSE stays in queue and agrees to fund its pro-rata share of upgrades.

* Fully permitted for Battery Energy Storage System ("BESS") through Conditional Use Permit, assumed 0Qycer

i SOUND
MW for planning purposes ENERGY

3|

* Depending upon final equipment selection and permitting
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Project overview / Commercial terms

PROJECT PROFILE

PRICE AND PRODUCT

] ) Product: Purchase of construction NTP-ready
Resource Type: Wind (w/battery option)

i development rights
Developer/Seller: Caithness Energy LLC Price: (50% at closing, 50% at
Location: Stillwater County, MT ’

: : e substantial completion)'
Nameplate Capacity: ~232 MW - " ) ‘ ' NCF:

+ optional BESS Expe .
COD: August 2025 e VR

- .| Transaction Type: Membership Interest
! L4 Purchase Agreement

« Site control secured . "" POI: New substation on Northwestern
» CUP secured and in process of being ==y Transmission Plan: NWMT wheel to Colstrip or
modified to represent changes in project Garrison, then share PSE's 713 MW CTS and
configuration. BPA transmission rights to PSE's system.
» Project to be acquired at construction Assumption of 100 MW TSR queue position from
NTP-ready state Garrison to PGE provides incremental
transmission that can be re-directed to MIDC.
é PUGET
SOUND
4 | ENERGY

1 Final purchase price will be adjusted up or down at substantial completion by_per MW to reflect final nameplate capacity (e.g..220 MW ”40 MW H
2DNV high-level resource assessment check shows a-\ICF, indicating potential for higher annual production. PSE used the more conservative ArcVera F forecast for modeling purposes.
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Anticipated future recommendations for approval

Approval to execute the MIPA would not commit PSE to construct the Project. PSE would seek
separate board approvals for the following contracts and construction funding prior to constructing
the Project:

o Balance of Plant Agreement (“BOP”) to erect turbines, design and build electrical collector system, design and
build project gen-tie transmission line, design and build project substation, design and build turbine foundations,
design and build project Operations and Maintenance building.

e Caithness has administered a BOP RFP and PSE is reviewing proposals with Caithness. If purchase is
approved, PSE would negotiate, make final BOP selection and execute the BOP agreement shortly after closing.

e  GE Turbine Supply Agreement (“TSA”) to purchase 48 x 2.5 MW-127M and 40 x 2.8 MW-127M turbines for a
total turbine count of 88 and a total nameplate of 232 MWAC (Note: final mix of 2.5 & 2.8 may change through negotiation)

e TSAis in draft form and PSE has provided input on negotiable items. If purchase is approved, PSE would
negotiate terms directly with GE and anticipates contract execution shortly after closing.

o Full Service Agreement (“FSA”) for certain operation and maintenance services for the turbines supplied under
the TSA.

PUGET
SOUND
5 | ENERGY



Exh. CPC-8HC
Page 102 of 569

Beaver Creek Analysis — Draft Results

» PSE Integrated Resource Planning (“IRP”) team has conducted Aurora portfolio optimization modelling for all
active resources (RFP and bilateral) in the deal pipeline, incorporating:
* Need updates published in the 2023 IRP Electric Progress Report
» Pricing, COD and other updates received for projects in the deal pipeline

« Beaver Creek was demonstrated to be cost effective across several scenarios'
« Portfolio results show that Beaver Creek reduces the overall portfolio cost by ~$1 billion

« Does not include the social cost of greenhouses gases, which would add another ~$180 million to
Beaver Creeks' value.

* One-year COD delay risk was tested, and Beaver Creek was still selected

Portfolio Beaver Creek Selected as | Portfolio Cost ($Billions)
Least Cost solution? 2024 — 2045

1. Reference — 950 MW nameplate limit on resources from Montana including Clearwater Yes $19.1
and all RFP with commercial online as stated from bid '

2. Reference without Beaver Creek No (forced out) $20.1
3. Reference + Montana nameplate limit increased to 1550 MW including Clearwater Yes $19.1

T Updated cost estimates for Beaver Creek (adjusted property tax assumptions and new guidance from Treasury on qualification

for energy community bonus in the IRA) show an NPV increase of the Project of approximately_which will not have a @ PUGET
SOUND

6 | material effect on the portfolio optimization results. ENERGY
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Preliminary construction budget estimate

$000's $/kW % of Total
1

DEVELOPMENT BUDGET
Development Rights
TOTAL DEVELOPMENT BUDGET

» The basis of the budget is Caithness's
June 27 budget

CONSTRUCTION BUDGET
Wind Turbines
GE Contract Price

» Step-up Transformer and EPC contract
estimates have been revised upwards by

and respectively following

PSE SME review

Contingency includes additional
iper PSE's generic 2.5%

contingency assumption

Balance Of Plant
Step-up Transformers
EPC Contract Price

PSE Project Management, Engineering,
Construction Permitting, Third-Party Services,
Community Relations, and Overhead

Sales Tax
Contingency
TOTAL CONSTRUCTION BUDGET

« AFUDC is calculated by PSE based on
the projected cash payouts.

AFUDC

TOTAL ALL-IN CAPITAL COSTS 515,272 2,342 100.0%

PUGET
SOUND
7 | ENERGY
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Financial analysis shows Beaver Creek ownership is a cheaper option
for PSE's customers compared to Caithness’s PPA offer

« Ownership provides a more favorable economic profile even with less favorable assumptions
+  Beaver Creek ownership's levelized cost iSJJfjMwh vs. PPA of [lIMWh

 The PPA offer dated 04-17-23 was based on a higher estimated NCF Mand the assumption that the
Project will qualify for both the domestic content and energy community onuses; however, the ownership
levelized cost analysis only assumed the domestic content bonus and is based on a Iower-\lCF.

« The Own vs PPA analysis is based on the PPA Ownership Evaluation Model that was developed by consultant
Thorndike Landing. The model determines the relative cost / benefit to PSE customers over a defined timeframe
under the different commercial structures including:

» Expected capital costs » Expected cost of power purchased under proposed
» Operating costs including property tax and insurance PPAs

* Tax incentives » Impact of debt imputed under long-term contracts

» Financing costs * Replacement resource costs of post PPA period (if
* Integration and Transmission upgrade costs applicable)

» Expected residual value

PUGET
SOUND
8 | ENERGY
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Mark-to-market estimate shows cost saving for customers over next 5-

10 years

Energy Only MTM NPV (SM)
Five-Year (2025-2029) Ten-Year (2025-2034)
Value of Forward Energy
Cost (Bus Bar + Trans.)

Net Value _

Energy, Capacity, Environmental Attribute NPV (SM)
Five-Year (2025-2029) Ten-Year (2025-2034)

Value of Forward Energy
Value of Capacity/RA
Value of CETA/REC

Cost (Bus Bar + Trans.)
Net Value

Five-Year (2025-2029) Ten-Year (2025-2034)

Value of Social Cost of Carbon

Assumptions

1. REC price: in 2023, escalated at 2.5%/year thereafter
2. RA capacity price: onth
3. QCC:-(winter), (summer)

4. MIDC forward curve from Platts as of 6/1/2023
5. Discount rate: 6.62%
6. All calculations assuming

utput configuration

9 |
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Based on the latest forward MIDC curves, on an
energy-only basis, for the five-year period from
2025-2029, the net value to customers is

million in savings, and |jjfimillion over a 10-
year period.

Accounting for the additional estimated value of
capacity and RECs, for the five-year period from
2025-2029, the net value to customers is

million in savings, and-million over a 10-
year period.

The project also brings measurable social
economical values in terms of avoided social cost
of carbon, as shown at the bottom of table on the
left.
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Equity and Customer Benefit: Beaver Creek will address three of the
CETA Customer Benefit Indicators categories

10 |

CETA requires that electric
utilities:

“ensure that all customers are
benefiting from the transition to
clean energy: Through the
equitable distribution of energy
and nonenergy benefits and
reduction of burdens to vulnerable

populations and highly impacted
communities; long-term and short-
term public health and
environmental benefits and
reduction of costs and risks; and
energy security and resiliency
(RCW 19.405.040(8)).

Energy security and resiliency:

Unlocks approximately 756 GWh of new clean energy with an option for
baltteries to complement the operational limitations of hydro power and
solar.

Increases the diversity of renewable energy resources. Montana wind

projects are most productive during the winter months when compared
to Washington wind projects, which are more productive in the spring.

Energy and non-energy benefits:
Creates employment opportunities during the year-long construction
phase and an ongoing need for permanent, on-site workers after COD.

PSE plans to use a project labor agreement or community workforce
agreement and has committed to using local and diverse suppliers when
available. PSE commits to labor standards in RCW 82.08.962 and
?2.12.962 to qualify for 100 percent remittance of its state and local
axes.

Environment and public health benefits:

Beaver Creek is projected to displace approximately 535,764 metric
tons of carbon dioxide (CO2 ) in its first full year of operations if the
same electricity had been generated with natural gas.

Initial screening using the Co-Benefits Risk Assessment (COBRA) tool
indicates that the Project result in an estimated $1.6M to $3.6M in

avoided costs related to health effects
@ PUGET
SOUND
ENERGY
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Regulatory recovery plan

« PSE will likely seek a determination of prudence for the Project and cost recovery in an
upcoming General Rate Case (“GRC”) with the Washington Utilities and Transportation
Commission (“WUTC”)

« A GRC is expected to be filed in January 2024 and will include a multiyear rate plan
* Regulatory approval of new rates would occur eleven months after filing

« Commercial operation of the Project is expected to be achieved in 2025, the first year of the
upcoming GRC multiyear rate plan

« Concurrent with the rate filing, PSE may also file an accounting petition with the WUTC to
request regulatory treatment of any development rights or transmission deposits if needed

PUGET
SOUND
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Recommendation

Based on due diligence performed to date, Resource Acquisition recommends

the Board of Directors to authorize PSE to execute the following contract:

Membership Interest Purchase Agreement (“MIPA”) with Caithness Beaver Creek, LLC at a
purchase price of approximately for a 100% ownership interest in Caithness
Montana Wind, LLC (“Project Company”), which owns all the assets associated with:

1) construction-ready 232 MW nameplate wind project located in Stillwater, Montana with
anticipated COD in August 2025;

2) permitting to support a lithium-ion battery energy storage system (“BESS”)

3) real estate rights in adjacent Sweet Grass County anticipated to support 100-150 MW of
future development and expansion; and

4) a transmission service request (“TSR”) queue position for 100 MW of BPA transmission
service from Garrison at BPAT.NWMT to Portland at BPAT.PGE

PUGET
SOUND
12 | ENERGY
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Risk detalil slides
Community outreach

Inflation reduction act and associated
incentives

Appendices

Regulatory recovery plan
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Beaver Creek expected to contribute 24% of the 2025 forecast need
and ~10.7% of the 2030 forecast need for additional clean energy resources

Beaver Creek is the only identified new build resource that could contribute to the CEIP 2025 target

» CETA requires utilities to meet 80% of electric sales using
non-emitting or renewable resources by 2030

30,000,000

«  Before new conservation, 2023 IRP Electric 15000000 .
CETA Target linear ramp to

Progress Report projects PSE will need >7M SOk 0201 - :
MWh clean energy to meet the CETA 2030 target Sl

« Beaver Creek ("BC") expected to produce
756,860 MWh annually (~10.7% of CETA need

18,521,204 MWh
15,000,000

CETA Qualifying Generation (MWh)

for 2030)
« PSE's CEIP set target to meet 63% of electric sales R
(~1.6M MWh) in 2025 using non-emitting or renewable sovoco (110 |
sources
° Beaver Creek iS expeCted to ContribUte 3831480 ’ 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
MWh (~24% Of CElP 2025 target) In 2025 C/Hydro EERWind 0 Solar [0 Biomass =23 EPR CETA Target No Conservation ===« 2021 IRP CETA Target
* Beaver Creek combined with Vantage wind PPA
would contribute ~57% of CEIP 2025 target
«  Shortfall to meet 63% CEIP target would be met @ggﬁ%
14 | with short to medium-term off-take contracts ENERGY
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Beaver Creek expected to contribute -of winter and -of
summer peak need forecast for 2029 net of conservation®

2023 EPR winter need
2023 EPR summer need 10000 winter n
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o
s o
o L 3,000
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=
= 8 2,000
2 [T}
w
1,000
0 - - + + - - - - - - + - - - - - v v - v - \
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-1,000
1,000
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C—Existing Hydro C—)Existing Hydro_Extension = Existing Hydro ) Existing Hydro_Extension
C—Transmission ——2023 EPR Peak + PM ) Transmission =23 EPR Peak + PM
= == 2023 EPR Net of Conservation Peak + PM — = 23 EPR Net of Conservation Peak + PM

» PSE's 2023 IRP Electric Progress Report projects a potential peak capacity shortfall starting in 2024 due to market reliance reductions

»  PSE moving toward alignment with Western Resource Adequacy Program (“WRAP”), which does not count transmission capacity to a
market hub—such as MIDC—as capacity. In 2029 there is no peak capacity credit applied to MIDC transmission capacity.

* Project expected to contribute-VIW peak capacity credit in winter anc- MW peak capacity credit in summer*

PUGET
SOUND
15 | *Based on Beaver Creek’s probable initial phase nameplate of 233 MW and using generic ELCC values for Montana Central wind resources ENERGY

calculated by consulting firm, Energy and Environmental Economics, Inc. (‘E3’).
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Estimated project schedule appears to be reasonable to meet an August
2025 COD

2023 2024 2025

] 1 —
Milestone Datz clals] sz
©
slels|<|=

— oo al| +~ > (] a 3 S > — oo al| «~ > (8] o) - e > — oo a | + > (8]
SISl alolelolylSlolelsl=lSIslaloleldlelSlolelslm=lSISlslolold]le
=S| = n|j]Oo|lz]|laol=s|uw]S|lg<|S]|=s12|<]|w]|O|Z2laol=s|w]Sl<<]|S]l=]"|<]|w]|O]z2]0O

COD

Start Transmission Line Construction Substation Complete — Ready for Energization
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investment (-in total) will be

* PGA impact was adjusted out of 2023 and 2024 ratios; Moody’s
considers PGA cash flow similar to working capital

. Source of financing determination is prioritized with utilizing PSE/PE debt first and then PIH SH Loan distribution and equity contribution from owners

. Financing strategy for the two projects is consistent with our recommended strategy in Scenario 1a

the November board meeting

17 | More_ SH Loan interest PIK and equity contribution will be needed for incremental resource acquisition project investments @ PUGET

SHADED INFORMATION IS DESIGNATED AS
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. Assumes the repayment of the twom will be paid in Q4 2023. Depending on cash flows and other potential upcoming resource
acquisition activities, management may need to delay partial or full repayments for PSE equity ratio support. Final recommendation will be made at
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Interconnection: On track to meet August 2025 COD

Exh. CPC-8HC
Page 114 of 569

Point of Interconnection (POI): New
230KV substation on Northwestern
between Wilsall and Columbus Rapelje
Substation

»  Executed (LGIA) for 315MW of
network resource interconnection
service (NRIS).

*  Total upgrades cost (for transmission
provider interconnection facility plus
identified network upgrade) identified

as part of system impact and facility
study approximately_
*  Transmission Provider's Network

Upgrades In-Service: November 15,
2024

. Interconnection Facilities In-Service:
November 15, 2024

. Initial Synchronization Date: March 15,

2025

»  Commercial Operation Date: August
15, 2025
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Key milestones

v Feasibility Study — completed
9/23/16

v" Revised Feasibility Study —
completed 9/29/16

v' System Impact Study —
completed 4/13/17

v" Revised System Impact Study —
completed 5/9/2017

v Facility Study — completed
111717

v' Optional Load Study — completed
5/12/21

v" Optional Interconnection
Study — completed 4/21/22

v" LGIA Executed

PUGET
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Transmission: Leveraging PSE's existing 713 MW of capacity from
Montana to PSE's system

PSE will leverage its existing 713 MW of transmission rights on
the Colstrip Transmission System (“CTS”), BPA Eastern Intertie,
and BPA Main Grid to deliver project output to PSE's load.

» PSE has requested 220 MW of new NWMT transmission service
from the POI to the Colstrip 500 kV substation

» PSE has also requested 220 MW of NWMT transmission service
from the POI to Garrison (BPAT.NWMT) as alternative path,
avoiding the CTS and Eastern Intertie.

* Previous studies for NRIS interconnection service and Network
Integration Transmission Service have not identified any significant
network upgrades to NWMT's system to support such services.

Transmission path options to deliver Beaver Creek
from Colstrip or Garrison to PSE's system and MIDC

LEGEND Existing  Pending

BPATrANSMIsSion e o= = =
PSE Transmission
NWE Transmission

PSEI.SYSTEM

MIDC
¢
BPAT.PSEI s ’

,
¢

Assumption of Caithness’s 100 MW transmission service request
(“TSR”) position in the BPA queue from Garrison to PGE
provides potential incremental transmission capacity to deliver
Project output to MIDC

* The 100MW TSR is third in BPA's Montana transmission queue and
within ~500 MW of incremental transmission from Montana to the
PNW under the scope of BPA's M2W project, with a projected in-
service date of 2028-29.

* PSE has assessed redirecting this 100MW transmission to MIDC to
connect with PSE’s existing ~1500 MW transmission rights to

PSE’s system as a viable option @ PUGET
SOUND

Garrison
Townsend

’
'0 Redirect from

N PGE BPAT.NWMT

Colstrip
’

¢
’

0
NWMT.SYSTEM
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Siting and wind resource
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Siting
Approximately 15,000 acres of leased property on the high plains

in Stillwater County, Montana. Primary use of the land is for
cattle grazing and hay production.

Site control: 100% (per ongoing review/verification)

Status: With limited exception, real estate rights have been
secured with recorded wind facility ground leases.

Title report for all leased lands has been received and under
review.

ALTA survey of the leased lands has been received and
being analyzed in conjunction with both the lease documents
and exceptions to title as shown on the title report.

Wind resource

Third-party wind resource assessment study performed for
Caithness by ArcVera.

PSE engaged DNV to conduct a review and "reasonableness"
check of ArcVera's study. DNV's conclusion is that the NCF is
reasonable and in fact estimated an NCF above

PUGET
SOUND
ENERGY
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Permitting and cultural resource review

Stillwater County CUPs are in hand for 160MW of wind (79-81 turbines) and 200 MWh of batteries. Additional CUP amendment required for full buildout.
Additional baseline environmental information required to complete permit review and to obtain Eagle Take Permit (needed for long-term operations).
All FAA DNHs Received; Will require review to confirm still valid if turbines move and they expire in March 2024.

As a condition to closing, Caithness is required to have all permits updated reflect PSE planned site layout and project size.

_ - county SRt

May be required, discussing with County BCW I BCW Il BCW IV BCWI
2Expected in August 2023

Road Use Agreement Complete Complete In Process? Complete
Impact Fee Agreement Complete Complete Submitted Submitted
New Industry Classification — Tax Abatement Complete Complete Submitted Submitted
Weed Abatement Agreement Complete Complete In Process? Reviewing'
Wind Energy
Caehiel Vs Rein: Complete Complete Co_mpl_ete;_Amendm_ent required; no ) Convers_lon _System C_)rdmanpe Permit
application in for required amendment. likely required; No application in but would

require significant addition studies.

/ Environmental Studies Completed; \ /Wind Resource Studies Completed\ f Battery Studies Completed \

Additional Studies Needed
v Nierenberg BCW | Wind Resource Assessment Report — v ; bt
v" RRC Prelim Geotech Report — 2016 Nov 2017 May ?Eocjg’f;ty e
v Pilz & Co Desktop Environmental Review — 2019 Sep* v Nierenberg BCW Il Wind Resource Assessment Report v GE Capacity Contribution Report for BCW | and Il
v" Bionomics Cultural Resources Report — 2017 Dec* — 2017 May —2019 Jun
v" Power Engineers Ph 1 Environmental Assessment — 2016 Jul v" Nierenberg BCW Il Wind Resource Assessment Report v GE Capacity Contribution Report — Beaver Creek
v" Power Engineers Ph 1 Screening Report and Pl Score — —2017 May Analysis — 2020 Mar
2007 Oct v Nierenberg BCW IV Wind Resource Assessment Report
v" Bionomics Fall 2017 Avian Survey—2018 Aug* —2017 May
v' Bionomics Spring/Summer 2018 Avian Survey — 2018 Jul* v UL Energy Production Summary-2021 Nov
v

Viewshed Analysis — 2019 Jan* v ArcVera Preliminary Wind Energy Resource
\ *Incomplete or updates required. / \ Assessment — 2021 Jul ) \ J
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Construction: Project is ready to be built with relatively low risk to meet a

2025 COD

EPC Contractor Selection and Scope

»  Construction will be performed by an engineering,
procurement, and construction (“EPC”) contractor to be
selected by PSE through a procurement process initiated by
Caithness.

* An EPC RFP was released in early June 2023, with bids
receiv

the end of June from Wanzek,-and
All have extensive experience building wind
generation facilities across the United States.

* EPC contractor will be responsible for the detailed
design, procurement, and construction of all project
balance of plant (“BOP”) components.

*  Supply of the wind turbines are not included in EPC
contractor scope of supply. The main transformer and
certain substation equipment are being procured separately
and will be assigned to the EPC contractor once selected.

22 |

Site Visit Assessment

A team of PSE employees including Director of Major
Projects, toured the site on July 12, 2023.

Roads found to be generally suitable to deliver materials
and equipment to the project site after planned
improvements are made.

No terrain features identified that presented particular
challenges to build.

Boring activity observed at wind turbine locations to inform
the foundation design, as well as grading and construction
activity organized by NorthWestern for the switchyard to
meet the LGIA milestone schedule.

Pattern’s nearby operational 80 MW Stillwater
Wind project is an example of a wind project built in the
area.

Project site location about 40 miles northwest of Billings,
Montana should allow for good opportunities to source local

labor. PUGET
SOUND
ENERGY
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Major equipment: GE turbines selected and TSA in progress

e Caithness selected GE 2.5 and 2.8 MW, 60 Hz, 690 wind turbines with a 127-
meter rotor diameter and an 89-meter hub height
» 232 MW site output will be generated by 88 turbines
* GE has determined that the turbines are suitable for the site and a Turbine

Supply Agreement (“TSA”) with GE is in progress
* PSE is seeking a arranty period, if available, to
help minimize the risk of reliability issues with the turbine platform

A Full Service Agreement (“FSA”) is planned for inclusion in the GE contract,
which obligates GE to provide all O&M services for the turbines for 10
years following turbine commissioning

» Agreement covers labor, parts, equipment and consumables for the turbines
* GE will provide and maintain spare parts during the warranty period
«  GE warrants [[ifvailability in|| it operation and [Jjfjavailability in

vear <N

* Caithness is soliciting bids to supply main transformer and 230 kV circuit breakers;
remaining electrical components will be procured by the EPC contractor

» Optional BESS System: Proposals for a 20 MW, 3.5-hour (70 MWh) and a 100
MW, 4-hour (400 MWh) BESS system designed and supplied by GE have been
included as Project options in addition to the wind turbine generators. Pricing for
the two options is scalable; i.e., the 100 MW option is five times the cost of the 20

i PUGET
MW option @ SOUND
23 | ENERGY
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PSE will prepare a robust plan for community outreach

Advantages

Four public meetings held on the project — no significant opposition
identified

Population in immediate area is low, which helps to mitigate risks
Compliance with CUP and Road Use Agreement expected to address
certain concerns associated with road use

Viewshed analysis determined proposed turbines will not be visible from
the community of Big Timber (19 miles away)

Challenges

Limited documentation of stakeholder support and community outreach
Local community and county commissioners have expressed concerns in
the CUP process about increased traffic during development and safety
for residents and vehicles, which has been picked up in the local news

Additional concerns include dust control, road standards, road
maintenance, battery storage safety, site decommissioning and hiring
local workforce

No record of consultation or outreach with area tribes - Crow Reservation
is ~2 hours away and Project is likely located on Crow ancestral land

PSE public affairs strategy

PSE will develop a robust public affairs plan to
mitigate local concerns and reputational risk, and
to promote project benefits, including:

* activating support from stakeholders
(local and state elected officials,
chambers or economic development
associations, etc.),

* a media strategy to promote and
generate coverage of the project,
updates to leverage PSE’s existing PSE
in Montana website to share information
about the project and its local benefits,
and

« completing tribal outreach, among other
strategies and tactics.

Plan will tout project benefits such as job creation
and economic diversification, property taxes and

impact fees, among other benefits.
PUGET
SOUND
ENERGY
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Inflation Reduction Act (“IRA”) significantly increased federal income tax
incentives for renewable energy projects

* The Project qualifies for the Production Tax Credit (“PTC”) or the Investment Tax Credit (“ITC”)
* PSE’s modelling indicates that the PTC is more beneficial to customers
*  The NPV of project cost with PTC election is|jjjjjjvs- I TC election with normalization of-

« Beaver Creek is expected to qualify for the following:
 PTC at arate of $27.50 per MWh, plus an annual IRS inflation adjustment
«  Domestic content bonus credit which would increase the PTC rate by +10% to $30.25 per MWh

* Project does not currently appear to qualify for the 10% "energy communities” bonus benefit

« PSE Management will monitor evolution of the tax credit to maximize the value for the benefit of
customers

* PTCs claimed under IRA are transferable, which will allow PSE to convert PTCs to cash regardless of taxable
income by selling to an unrelated 3 party
. Mag be a source of significant value to customers by vastly accelerating timing of pass-back through bill
credits
« PSE’s modeling assumes PTCs will be sold when earned at 95% of face value, and 92% for ITC

* PTCs are passed to customers under a separate tariff, Schedule 95A. The Schedule resets each October with
all PTCs that have been realized in a cash benefit, either through usage on a tax return or sold to a third party,
being passed to customers over the following 12 months

PUGET
SOUND
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Projected power cost impact

* In partial year 2025, the project is expected to reduce power cost b-
* In 2026-2028, the annual power cost reduction ranges-er year
« The analysis is based on forward price curve for the 2024 multiyear rate plan filing as of June 2023

* The power cost impact doesn't include costs such as return on rate base, depreciation and O&M, which do not
flow through power cost.

Power cost impact of proposed Beaver Creek Wind project

2025 2026 2027 2028
Total annual energy output (MWh) 343,912 756,860 756,860 756,860
Energy benefit (reduction to power costs)
Northwestern purchased transmission (increase to power
BPA balancing charge (increase to power costs)
Net benefit/reduction to power costs

PUGET
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CAITHNESS

ENERGY, L.L.C.

« Caithness Energy, L.L.C (“Caithness”)
is a privately-held Independent Power
Producer specializing in the
development, acquisition, operation,
and management of power generation
assets in North America.

 Portfolio consists of 3,595 MW of
renewable and fossil-fueled energy
projects in the United States.

» The company was formerly known as
Caithness Corporation. Caithness
Equities Corporation was founded in
1975 and is based in New York, New
York.

27 |

CAITHNESS ENERGY, LLC

Caithness Beaver
Creek, LLC
Development
Service Provider
to:

BEAVER CREEK WIND FARMS
CURRENT STRUCTURE

DanKris Energy, Chanticleer,
LLC (50%) LLC (50%)

Caithness Energy,
LLC

—

Beaver Creek Holdco lll,
LLC (Manager/Member)

Beaver Creek Holdco IV, LLC
(Manager/Member)

Beaver Creek Wind Ill, LLC
=<80 MW

Beaver Creek Wind IV, LLC
=<80 MW

-

Chafin Wind Energy, LLC (jointly
owned by BCW |, 1, Il and IV)

T
1
1
|

NorthWest Energy transmission is in the name
of Chafin Wind Energy, LLC, which is owned

jointly by the four QF facilities
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@O

Key risks and mitigation plans: Real estate (Low to Acceptable Risk)

Risk Mitigation Plan

Wind lease and easement documents are currently under review for sufficiency All documents are under review for content and sufficiency. Lease
and completeness. Additionally, PSE recently received a title report for all leased | amendments will be needed to incorporate royalty terms that coincide with

lands that is currently under review. An ALTA survey of the leased lands, which a utility model (presently the leases contemplate a PPA model). PSE will

depict property lines, exceptions to title, non-title items (fence lines etc.) was address and resolve any items of concern prior to closing. Insofar as there

received on July 17, 2023 and is being analyzed in conjunction with both the are six landowners, it is anticipated that items requiring resolution can be

lease documents and exceptions to title as shown on the title report handled in a timely manner and in conjunction with the ultimate transaction
' schedule.

Caithness is pursuing estoppel certificates and subordination agreements
with the landowners as a condition to closing the MIPA.

Caithness is required, as a condition to closing, to deliver a title policy
insuring the real property in the amount of] nd inclusive of the
endorsements outlined in the MIPA. PSE will increase the title policy to the
full value of the project.

PUGET
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Key risks and mitigation plans: Permitting, environmental, cultural O
resources, and community relations (Acceptable Risk)

Risk Mitigation Plan
No consultation with State and Federal Wildlife Agencies or use of Federal PSE intends to consult with the Montana Fish and Game and U.S. Fish and
Wind Siting Guidelines. Limited wildlife studies do not follow the U.S. Wildlife Wildlife Service to determine whether there are issues of concern prior to final
Wind Power Guidelines. As a result, eagle and sensitive species fatality risks layout and construction, so sensitive areas can be avoided.

are unknown.
PSE intends to conduct avian point count and nest surveys per federal Wind
Siting Guidelines prior to final layout and construction, so sensitive areas can

be avoided.
Aviation, radar and microwave studies will need to be completed for the The following studies will need to be completed before finalizing the layout to
consolidated layout Stillwater County. avoid interfering with radar, microwave and military flight paths:

0 Department of Defense radar study

O Federal Aviation Administration aeronautical study
O Military fly zone analysis

O Microwave beam path study

Road, underground, or overhead line crossings that require disturbance or fill PSE will hire an environmental consultant to complete a delineation of any
over waters of the state or United States (drainages or wetlands) are waters of the United States. To the extent that waters of the United States are
unknown. The risk is that permits may be required that could cause identified, Caithness will demonstrate to PSE’s reasonable satisfaction that the
construction delays. Project may be constructed without obtaining any required permits, or they will

obtain any necessary permits.

PUGET
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Key risks and mitigation plans: Permitting, environmental, cultural
resources, and community relations, cont. (Acceptable Risk)

O

Risk

Mitigation Plan

Native American tribes were never contacted to determine whether wind
development activities would impact areas—which have mostly been under
private ownership for decades—of significance to them. The Crow
Reservation appears to be about two hours away, and the Project is likely on
Crow ancestral land.

PSE intends to consult on cultural resources with affected tribes.

Caithness provided a basic literature review summary report as a cultural
resources review. This report contained limited information about the area
and the possibility of encountering cultural resource materials. The report
covers 22 thousand acres, cited only six surveys and identified one
archaeological site. The studies are inadequate to make determinations of
risk to cultural resources for such a large area.

PSE will conduct a cultural resource study that allows the appropriate level of
decision about effects to cultural resources prior to construction so that PSE
can avoid impacts to these resources or provide mitigation should avoidance
not be possible. The Project site is largely disturbed agricultural land, which
generally reduces the overall cultural resource risk.

While some local community members and county commissioners have
expressed concern through the Conditional Use Permit (“CUP”) process
about increased traffic during development, and safety for residents and their
vehicles, the CUP was approved and outlined requirements to help mitigate
these concerns.

Siting renewable energy projects in rural areas can be difficult or
controversial, raising concerns about infrastructure blight, use of agricultural
land, support for conventional resources like coal, and misinformation about
renewable energy sources.

PSE intends to develop a public affairs and community relations plan to
mitigate potential local concerns and reputational risk. A robust public affairs
plan would include activating support from stakeholders, a media strategy to
promote and generate coverage of the Project, updates to leverage PSE'’s
existing PSE in Montana website to share information about the Project and
its local benefits, and possibly completing tribal outreach, among other
strategies and tactics.

30 |
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Key risks and mitigation plans: Transmission and integration

(Acceptable Risk)

Risk

Mitigation Plan

Network upgrades on NorthWestern Energy's ("NorthWestern") transmission
system for delivery to Colstrip or Garrison point of delivery are unknown.

PSE is submitting and requesting transmission service to both Colstrip and
Garrison for the total project output through NorthWestern to evaluate better
delivery path. Previous studies for NRIS interconnection service and Network
Integration Transmission Service (“NITS”) have not identified any significant
network upgrades. Further, PSE is requesting options for bridge conditional
firm service which could, if offered, allow earlier delivery options.

Dynamic Transfer Capability (‘DTC”) is needed for dynamic transfers on the
Eastern Intertie and will be necessary to place the project PSE’s balancing
area. Due to limited DTC, Bonneville Power Administration (“BPA”) will
require studies and contracting for dynamic transfer. The study may trigger a
need for new voltage controls on existing reactive devices or new reactive
devices to support the dynamic transfer. The current term for a DTC award is
two years without any rollover rights and will present a continued risk on
PSE’s ability to pseudo-tie the resource.

PSE is submitting DTC request to BPA to initiate the study process to
daylight DTC availability, and identify any upgrades to support PSE’'s DTC
needs over BPA's intertie. Once awarded, PSE will continue to request DTC
through BPA before the term end date. PSE could also work with BPA to

fund upgrades to enable additional DTC at Garrison.

31 |
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Key risks and mitigation plans: Transmission and integration, O
cont. (Acceptable Risk)

Risk Mitigation Plan
The Beaver Creek wind project will need to be pseudo-tied to PSE’s PSE can initiate these efforts after closing to help reduce COD risks. PSE
balancing authority area (“BAA”), as would any other Montana resources. has gained recent experience pseudo-tying a Montana wind resource
This is a complex effort across multiple PSE departments that requires (Clearwater) that can be leveraged for the Beaver Creek integration.

extensive coordination, design, and implementation. It affects the metering,
communications, operations, transmission, and energy trading groups.

PSE has point-to-point transmission rights on the Colstrip Transmission PSE Merchant has submitted a change of source request to PSE’s
System CTS that will need to be studied by the CTS owners to allow PSE to | Transmission Provider function to initiate the study and identify any potential
pair the rights with a new generating resource. impacts.

PUGET
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O

Key risks and mitigation plans: Major equipment (Acceptable Risk)

Risk Mitigation Plan
Development phase equipment selection is incomplete; permitting/technical Work with project team and equipment vendors to ensure equipment is
requirements could cause additional cost or lead time. reasonably priced and available.
Actual annual energy production may be less than expected. PSE to review site suitability and design documentation when the counterparty
delivers it. Require contractual performance guarantees from
vendors/contractors.

PSE hired DNV to review forecast annual energy assessment. DNV results
indicate a higher forecast production than Caithness provided energy
assessment report from ArcVera.

TSA and FSA terms may not meet PSE’s standards and requirements. Engage and re-negotiate TSA and FSA agreement with GE.

PUGET
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Key risks and mitigation plans: Construction (Low Risk)

Risk Mitigation Plan
Permitting or contracting issues may prevent construction from starting in Q4 If permitting or equipment issues delay construction start to spring 2024 and/or
2023. extend construction duration, there is still adequate time to meet late 2025

COD, as current engineering, procurement, and construction schedules
contemplate 18 months start to finish (including one winter).

PUGET
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Beaver Creek Wind Project
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Beaver Creek Acquisition: Transaction Structure o= Caithness

Puget Sound Energy,

Inc. (Buyer)as)

100%

Energy, L.L.C
(Parent

_ Guarantor)
Caithness

Beaver Creek,

Caithness LLC (Seller)

Montana Wind,
LLC (Holdco)

Beaver Creek

Wind I, LLC
= <80 MW
|

[1] Acquisition structure assumes consummation of Caithness
internal reorganization prior to Closing.

[2] Promptly after Closing, existing Caithness entities will be
dissolved with assets distributed upwards to PSE.

[3] Entities shaded in orange represent acquired entities.

[4] PSE to acquire 100% of the membership interests in Caithness
Montana Wind, LLC.

[5] PSE will also directly acquire a 100MW TSR for point-to-point
transmission from Garrison to Pearl from Caithness Energy, L.L.C.
once confirmed by BPA. However, the expectation is that this will
not be confirmed until roughly 2030.

Beaver Creek

Beaver Creek
Wind IV, LLC

Beaver Creek
Wind I, LLC Wind Ill, LLC
= <80 MW = <80 MW = <80 MW

Chafin Wind Energy, LLC

(Jointly owned (25% each) by
BCW I, II, Ill, and 1V)




Beaver Creek Project: Material Contracts

Multiple
Landowners P

(Real Property
Lessors)

Wind Energy Leases

Interconnection
Agreement
<

<

NorthWestern Energy
(Interconnection Provider &
Transmission Service Provider)

Beaver Creek Wind
[, 11, 1, IV LLC

Chafin Wind

Energy, LLC
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Caithness Montana Wind,
LLC (Holdco)

GE Parent (7sA
Guarantor)[ll

Parent Guaranty for TSA

Tu

GE Renewables North America,

rbine Supply Agreement (TSA) LLC (Turbine Supply and Warranty

Full Service Agreement (FSA)

Provider)[Z]

General Electric International,

<&
<

Transmission Service
Request

Bonneville Power

Administration

(Transmission Service Provider)

Transmission Service
Request (Additional
100MW P2P)

Inc. (Service Contractor)!?}

Balance of Plant
Agreement (BOP)

BOP Contractor!3!

Puget Sound Energy, Inc.

[1] Parent Guaranty from GE under the TSA is being negotiated.

[2] TSA and FSA currently in draft form and being negotiated.

[3] Contractor to be selected. BOP Agreement currently in draft form and being
negotiated.
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PSE Report to the Board of Directors: Beaver Creek Wind Project

APPENDIX 4. SUMMARY OF MEMBERSHIP INTEREST PURCHASE AGREEMENT

Confidential

Summary of Membership Interest Purchase Agreement

A. Overview

PSE will acquire all of the membership interests (“Ownership Interests”) in Caithness Montana Wind, LLC,
a Delaware limited liability company (“Project Company”) from Caithness Beaver Creek, LLC, a Delaware
limited liability company (“Seller”), pursuant to a Membership Interest Purchase Agreement (the “MIPA”),
thereby acquiring all rights and liabilities, permits, licenses and leases held by Project Company (including
those of its subsidiaries described below) relating to the development of the Beaver Creek wind project.

The MIPA sets out the structure by which the proposed transaction will take place and the terms and
conditions with respect to its consummation. Certain material terms of the MIPA are summarized below
in this Appendix.

B. Transaction Structure - Membership Interest Purchase Agreement

The Seller an affiliate of Caithness Energy, LLC, a Delaware limited liability company (“Seller Parent”). The
Project Company owns all of the equity interests in each of (i) Beaver Creek Wind I, LLC, a Delaware limited
liability company, (ii) Beaver Creek Wind II, LLC, a Delaware limited liability company, (iii) Beaver Creek
Wind I, LLC, a Delaware limited liability company, and (iv) Beaver Creek Wind IV, LLC, a Delaware limited
liability company, which in turn collectively own all of the equity interests in Chafin Wind Energy, LLC, a
Delaware liability company (collectively, the “Project Subsidiaries”).

Immediately following Closing, the Project Company and some or all of the Project Subsidiaries will be
dissolved and all of the assets and obligations of the Project Company and Project Subsidiaries will become
those of PSE.

(the “Purchase
Price”), with 50% of the Purchase Price payable at closing (estimated to be approximately August 2023)
(“Closing”) and 50% at substantial completion or seventeen months from Closing, whichever occurs first.
The Closing and Purchase Price mechanics are discussed in Section B below. PSE is not obligated to close
until after approvals and satisfaction or waiver of conditions precedent specified in the MIPA, as discussed
further in Section D below.

C. Purchase Price

The Purchase Price is for (i) the Ownership Interests of the Project Company and (ii) all of the assets of the
Project Company and Project Subsidiaries, including (1) meteorological towers, associated with the
potential development of a project with 88 wind turbine locations sized at approximately 232 MWxc of
wind generation capacity (“Primary Project”), (2) certain additional real property rights located in Sweet
Grass County, Montana anticipated to support 100-150 MW of future development and expansion, (3) an
additional amount battery energy storage capacity of 100MW located in Stillwater County, Montana
(“Additional Battery Capacity”), and (4) 315MWAC of interconnection capacity under the Standard Large
Generator Interconnection Agreement, dated as of June 12, 2018, between NorthWestern Energy and
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Chafin Wind Energy, LLC and (iii) Seller Parent’s 100 MW point to point transmission service request high
in Bonneville Power Administration’s (“BPA”) queue (items (ii) and (iii) together, the “Project
Development Rights”).

The Purchase Price will be ordered in the following manner:

(1) 50% of Purchase Price at Closing. Payment o_o equal the sum of (a) and (b) below:

a. Per MW Payment: er MW. Assuming 232 nameplate MW wind generation is
capacity authorized for construction under the Balance of Plant (“BOP”) Agreement, this
amount total

b. Fixed payment for embedded costs_

(2) AtClosing, PSE will also reimburse the Seller for

after May 6, 2023 approved
in advance by writing by PSE pertaining to the continued development of certain Project
Development Rights (including any cost incurred that would otherwise have been included
under the BOP Agreement or the Turbine Supply Agreement had they been executed and in
effect as of such date). This will be a capped dollar amount.

(3) 50% of Purchase Price at Project Substantial Completion (or 17 months from Closing, whichever
occurs first). This amount is the difference between (a) er nameplate MW wind
generation is capacity on an as built basis, as of Project Substantial Completion and (b) the per

MW Payment Wing. Assuming 232 MW, this amount totals minus
_or

The variable per MW Payment structure described in Items 1 and 3 is formulated so that that the sum of
the Closing payment (ltem 1) and Project Substantial Completion payment (ltem 3) totals the
iPurchase Price, if the as-built name plate capacity is 232 MW. This means that PSE’s
payment obligation if the name plate capacity is lower than 232 MW will decrease accordingly. In
addition, in the event of a capacity shortfall, meaning that a determination is made under the BOP
Agreement that the site will not support 88 wind turbines and nameplate capacity of 232 MW, then the
Seller, at its sole expense and prior to the achievement of Project Substantial Completion, shall have
the right to cure this shortfall by developing adjacent tracts located in neighboring Sweet Grass
County to cure the shortfall in capacity.

D. Conditions to Closing

The Closing of the transaction under the MIPA is subject to certain conditions to closing. If any of the
closing condition discussed below that are in favor of PSE are not met and PSE does not waive the
condition, then PSE no longer has an obligation to close the transaction.

The most important PSE favorable closing condition in the MIPA is that the Seller will be required to
convey the Project in a “Ready for NTP State”, such that critical items identified in the diligence processes
are addressed and notice to proceed can be issued to the selected EPC contractor substantially
simultaneously with Closing. The Ready for NTP State criteria, which are listed on Exhibit B of the MIPA,
contemplate satisfaction of the following conditions:
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(1) The BOP Agreement, Turbine Supply Agreement and Full Service Agreement shall each be
in agreed form with each of their respective counterparties and otherwise in form and
substance satisfactory to PSE in its reasonable discretion.

(2) Delivery of the updated Survey and the Title Commitment, the irrevocable commitment of
the Title Company to deliver the Title Policy in the form approved by PSE, and resolution of
any outstanding title and survey matters to the reasonable satisfaction of PSE, including:

a. delivery of current estoppels in connection with all leasehold and easement interests
in Real Property;

b. delivery of an estoppel to confirm the release of the reversionary interest under the
Master Lease Assighment Agreement (Phase 1) benefiting Beaver Creek Wind LLC;

c. curing all backdated assighnments of Real Property interests;

d. amendment of the rental provisions of all documents creating interest in Real
Property to the satisfaction of PSE; and

e. agreeingto a form of lease amendment.

(3) Delivery of a Phase | Environmental Assessment for the Site and the Sweet Grass County
Real Property reasonably satisfactory to PSE.

(4) Other than as contemplated by certain closing deliverables discussed in Section E below,
the Project Company has not amended or modified the leases covering the Real Property in
existence as of the date of signing.

(5) The Project Company has obtained the Closing Required Permits® and all non-ministerial;
governmental permits and authorizations required or prudent to acquire in order to
construct and operate the Primary Project and the Additional Battery Capacity.

(6) The BC Interconnection Subsidiary and NorthWestern Energy have entered into an
Interconnection Agreement Amendment in form and substance reasonably satisfactory to
PSE modifying the milestone schedule.

In addition to the Project-specific Ready for NTP State conditions, there are also certain additional

transaction-specific conditions to Closing that are favorable to PSE, including the following:

(1)  Seller shall have delivered all of the closing deliverables required under the MIPA,
which are discussed in Section E below.

(2)  PSE shall have secured point-to-point transmission service to the Colstrip substation
from Northwestern.

(3) Seller shall have granted Project Company a non-exclusive license to the wind data
it possesses in respect of the Project and PSE shall have granted to Seller a non-

1 The list of these closing required permits will be provided as part of the schedules to the MIPA.
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exclusive license to the wind data from the conveyed meteorological towers so long
as they remain in place (“Wind Data Licenses”).

PSE and Seller Parent shall have executed the BPA transmission letter agreement
(“Transmission Letter Agreement”) which provides for the assignment to PSE of the
100MW point-to-point Transmission Service Request Seller Parent has filed with BPA once
it is converted to a Transmission Service Agreement. This is discussed further in Section E
below.

Seller shall have engaged a consultant to complete a waters of the United States
delineation. To the extent waters of the United States are identified, Seller must either (i)
demonstrate to the reasonable satisfaction of PSE that the Primary Project may be
constructed without obtaining any additional Required Permits or (ii) obtain a Clean Water
Act Section 404 permit, a Rivers and Harbors Act Section 10 permit and/or any other permit
required. If any permit is required under clause (ii), then Seller shall complete a cultural and
historical artifacts study of the Site.

Seller shall have provided a current Title Commitment and pro forma title policy covering
the Real Property (if not already provided prior to signing).

Seller shall have updated its avian study, in a manner specified in Exhibit J of the MIPA.

The Seller shall have updated the microwave beam study to show that no relocation of the
turbines shall be required to avoid interfering with the legal rights of any microwave
equipment owners.

The MIPA also includes closing conditions that are customary to transactions of this type, including:

All representations and warranties of Seller and the Project Company shall be true and correct
in all material respects.

Seller shall have complied in all material respects with all covenants in the MIPA and delivered
all deliverables, in each case as required by Closing.

There shall be no order of a Governmental Authority that would make the transaction illegal.

All Required Consents have been obtained (we expect that there will not be any for this
transaction).

There shall be no litigation that would adversely affect either party’s ability to perform its
obligations under the MIPA in any material respect.

No Material Adverse Effect shall have occurred and is continuing.

The Seller also has its own conditions to Closing. However, there are no consents required in this
transaction that would be burdensome to PSE, so all the Seller’s conditions are customary for transactions
of this type and are considered low risk. These conditions include:

All representations and warranties of PSE are true and correct in all material respects.
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e PSE shall have complied in all material respects with all covenants in the MIPA as required by
Closing.

e PSE shall have delivered all of the Closing deliverables that it is required to deliver under
Section 2.4(b) of the MIPA (payment, the assighment agreement, officer certificates and
delivery of notice to proceed under the BOP Agreement).

e  There shall be no order of a Governmental Authority that would make the transaction illegal.

e All Required Consents have been obtained (again we expect there to be no consents
required).

e There shall be no litigation that would adversely affect either party’s ability to perform its
obligations under the MIPA in any material respect.

e Note that the closing is not conditioned on the prior approval of the acquisition by the WUTC.

E. Closing Deliverables and Exhibited Contracts

Closing deliverables include:

e Assignment Agreement executed by the Seller assigning the membership interests to PSE
e An ALTA Survey for the Project Real Property;

e Acurrent and valid Phase | Environmental Site Assessment for the Project site and the Sweet
Grass County Real Property;

e Evidence reasonably satisfactory that all intercompany debt has been terminated;

e ATitle Policy insuring the Real Property; and

e Other customary deliverables such as officer’s and secretary’s certificate, copies of books and
records, and a W-9.

In addition to these closing deliverables, the following required at the time of signing:

(1) Seller Parent will execute and deliver a guaranty of the Seller’s obligations under the
Agreement, which is customary to this type of transaction and it is in substantially form attached
as Exhibit D to the MIPA.

The following executed agreements are required at closing, as discussed above under required closing
conditions in Section D:

(2) Seller Parent and PSE will enter into the BPA Transmission Letter Agreement, which is in
substantially form attached as Exhibit E to the MIPA, with respect to cooperation of both parties
as it pertains to Seller Parent’s continued obligations under the BPA Environmental Study
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Agreement executed May 8, 2023, and the assighnment by Seller Parent to Buyer of the
transmission service agreement or other similar agreements provided by BPA to Seller Parent
for the 100 MW Montana to Portland transmission service request.

(3) The Wind Data Licenses, which are substantially in the form attached as Exhibit F and Exhibit G
to the MIPA.

(4) PSE shall deliver and issue to the BOP Contractor under that agreement an executed Notice to
Proceed, effective upon Closing (once closing conditions are met or waived) and with the
consummation of the Transaction.

(5) A customary membership assighment agreement, in substantially form attached as Exhibit A to
the MIPA.

F. Representations and Warranties
The MIPA contains representations and warranties typical for transactions of this type. Among other
things, the Seller represents and warrants to PSE with respect to:
e Seller’s organization, existence and authority, and enforceability of the MIPA;

e The fact that the MIPA does not violate or breach any agreement by that the Seller is bound
and that each Seller is in material compliance with all applicable laws;

e The fact that Seller is not required to obtain any consents to consummate the transaction;
and

e The fact that no litigation threatened or pending against the Seller that would reasonably be
expected to materially impair the ability of Seller to perform its obligations under the MIPA
or consummate the transaction or materially impair the ability of the Project Company or any
Project Subsidiaries to perform its obligations under any material project contract or would
otherwise adversely impact the Project Development Rights.

e Compliance with regulatory rules and regulations, including those promulgated by the Federal
Energy Regulatory Commission.

Further, the Project Company and Project Subsidiaries represent and warrant to PSE with respect to:

e Organization and authority to enter into the MIPA;

e C(Capitalization and its financial statements;

e Material contracts;

e The material permits obtained for the Primary Project and the Additional Battery Capacity;
e The permits that have been applied for and not yet obtained;

e No pending or threatened litigation;

e Environmental matters, tax and tax benefit matters and employee matters;
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e The real property and personal property owned and intellectual property owned or held;

e Compliance with regulatory rules and regulations, including those promulgated by the Federal
Energy Regulatory Commission.

Among other things, PSE represents and warrants to the Seller with respect to:

e Organization of PSE and enforceability of the MIPA;
e The fact that the MIPA does not violate or breach any agreement by which PSE is bound;
e The fact that PSE will have funds sufficient to consummate the transaction at closing;

e The adequacy of PSE’s analysis, due diligence and review of the assets and liabilities to be
acquired in the transaction;

e The consents required by PSE to consummate the transaction (which are none other than a
notice filing to the Washington State PUC); and

e The fact that no authorization is required by the Washington Utilities and Transportation
Commission for PSE to enter into and carry out its obligations under the agreement.

G. Covenants

The MIPA includes certain customary limitations on interim period operations (e.g. restrictions on the
creation of liens, sale of assets, entering into material contracts or amending Project Company or Project
Subsidiary governance documents). The MIPA also includes customary covenants regarding cooperation
in the preparation and filing of regulatory consents (including in tax proceedings).

In addition, the MIPA includes a right of first offer for a period of five years following Closing, which gives
PSE the right to receive notice from Seller of any intent to sell any subsequent wind, solar, or battery
storage project or offtake in Montana. PSE then shall have thirty business days to submit a written
proposal for such subsequent project, and an exclusivity period of seventy five days to execute a purchase
agreement for such a project.

The Seller also covenants to not developing, constructing or operating any subsequent wind projects
within a two mile radius of the Primary Project or any subsequent project located on Sweet Grass Real
Property, or any other action reasonably likely to result in a substantial project wake liability, which are
losses in output to the project as a result of wake effects attributable to turbines placed in service by Seller
or its affiliates in a subsequent wind, solar or battery storage project in Montana (“Subsequent Project
Wake Liabilities”).

There is also a covenant where PSE and Seller agree to cooperate in good faith and use commercially
reasonable efforts to cause the construction and equipment agreements (the BOP Agreement, Turbine
Supply Agreement, and Full Service Agreement) to satisfy the Ready for NTP State closing condition,
including prompt sharing of information received from counterparties, making representative available
for negotiation discussions for these agreements, and providing lists of contact persons as potential
counterparties, and responding in a timely fashion to requests and inquiries

-7-
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H. Termination

The MIPA may be terminated as follows:

e by mutual written consent of PSE and Seller.

e by PSE or Seller if the closing has not occurred on or before October 1, 2023 (the “Outside
Date”), except (i) if the closing has not occurred on or before the Outside Date due to a Party’s
failure to comply with the MIPA, such party does not have the right to terminate the MIPA for
a failure to reach the Outside Date and (ii) PSE shall be permitted in its sole discretion to
extend the Outside Date by up to ninety days upon notice to Seller.

e by PSE or Seller if any court of competent jurisdiction in the United States or other
governmental authority issues a final, non-appealable order or has taken any other final
action prohibiting the consummation of the transactions contemplated by the MIPA.

e by PSE if Seller breaches or fails to perform in any material respect any of its representations,
warranties covenants or other agreements under the MIPA which (i) would cause a closing
condition not to be met, (ii) PSE gives notice of such breach and (ii) such breach has not been
cured within thirty days (PSE will not have the right to terminate the MIPA if PSE is in breach
of the MIPA).

e by Seller if PSE breaches or fails to perform in any material respect any of its representations,
warranties covenants or other agreements under the MIPA which (i) would cause a closing
condition not to be met, (ii) Seller gives notice of such breach and (ii) such breach has not
been cured within thirty days (Seller will not have the right to terminate the MIPA if Seller is
in breach of the MIPA).

l. Indemnification

Seller will indemnify PSE for any losses arising out of (i) any breach or inaccuracy of any of the
representations or warranties made by Seller, (ii) any breach or violation of any covenant or agreement
of Seller, (iii) any fraud by Seller in connection with the MIPA, (iv) third party claims brought before or
after closing against any PSE indemnified party to the extent arising out of acts or omissions of Seller or
Project Company prior to Closing; (v) Seller taxes and (vi) Subsequent Project Wake Liabilities. PSE will
indemnify Seller for any losses arising out of (i) any breach or inaccuracy of any of the representations or
warranties made by PSE, (ii) any breach or violation of any covenant or agreement of PSE, (iii) any fraud
by PSE in connection with the MIPA or (iv) third party claims brought against Seller indemnified parties to
the extent arising out of PSE or Project Company’s acts or omissions after Closing.

Seller’'s maximum aggregate liability for indemnification of losses for (i) any breach of any of the
representations or warranties made by Seller (other than for breaches of Seller’'s fundamental
representations or the tax representations and warranties), will be capped at-of the Purchase Price
or (ii) any of Seller’s other indemnification obligations (except indemnification due to Seller’s fraud) will
be capped at -of the Purchase Price.

PSE’s maximum aggregate liability for indemnification of losses for (i) any breach of any of the
representations or warranties made by PSE (other than for breaches of PSE’s fundamental
representations), will be capped at-of the Purchase Price or (ii) any of PSE’s other indemnification
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obligations (except indemnification due to PSE’s fraud) will be capped at -of the Purchase Price.
Finally, an indemnified party may not make an indemnification claim (except for claims of fraud, gross
negligence, or willful misconduct) unless the aggregate amount of all losses would exceed -on a
cumulative basis.
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Project Schedule and Construction Management

Project schedule

PSE’s project schedule (Attachment 1) shows that development, construction, and substantial completion
(in-service) of the Beaver Creek Wind Project (Project) can be achieved by August 2025. The Project
schedule (Attachment 1) is indicative of the entire Project including wind turbine procurement, other
owner-furnished equipment procurement, and construction activities of the engineering, procurement
and construction (EPC) contractor.

Note that the developer currently has responsive bids from three EPC contractors with slightly different
sequencing of construction activities, thus a project schedule will be finalized after PSE acquires the
Project and makes an EPC contractor selection.

It should also be noted that lead times for equipment (turbines, station transformers, and switchgear) are
based upon current supplier quotes and will be finalized once equipment purchase orders are in place.

Construction management

PSE’s Project Management and Operations teams have previous experience developing, constructing, and
operating large scale facilities in Washington state. Each of the bidding EPC contractors has extensive
experience building wind facilities across the United States.

The PSE Major Projects department will oversee construction and commissioning of the Project, along
with readying the Project for operations.

The on-site management of the Beaver Creek Wind Project will be performed by a third-party firm hired
by the PSE Major Projects department. This firm will provide project and construction management,
quality assurance, document control, and other services as required. They will report to a PSE Senior
Project Manager. PSE will also retain an outside firm to provide owner’s engineering services, with
coordination as required, by PSE staff engineers.

In parallel with the construction of the Project, a PSE senior project manager will develop the operational
aspects of the Project to include a staffing plan (and hiring a third-party operator, if required), determine
spares requirements, develop operating and maintenance procedures, and ascertain any other tasks
necessary to integrate the Project into PSE’s generation fleet.
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Figure 1. PSE Project Management Organization
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Title Third-Party Energy Assessment Review
Customer Puget Sound Energy, Inc.
Document No. 1045XXXX-HOU-XL-02
Issue A
Status Draft
Date 24-Jul-23
Classification Customer Discretion
Author Nathan Lehman
Checked Daniel Burtch
Approved Adnan Shah
DNV Legal Entity DNV Energy USA Inc.
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Real Estate

The Beaver Creek Wind Project consists of six wind facilities lease and easement agreements; the privately
owned leased lands are currently used for agriculture.

The leases allow for an initial lease term of 33 years and include options to extend for an additional term
of 5 years and up to 30 years. The leases require that project construction begin within a defined initial
term, and thereafter the lease, upon commercial operations and compliance with lease terms, will extend
for an initial term of 33 years. There is an option to extend the lease for no less than 5 additional years or
more than an additional 30 years upon compliance with lease terms.

The lease rent structure is as follows:

1. _of gross revenue (this rent structure will not work for PSE, and a new rent
structure to allow for a utility model will need to be created),

2. Minimum rent o-per year for each wind tower located on each leased property,

3. Pre-development annual rent of- per acre, beginning on the finalization of each lease and
payable up to the commencement of wind turbine operations royalty, and

4. One-time Installation fee payment of- for each wind tower installed on each leased
property.

At the end of the lease term, the lease tenant will be required to remove all facilities to a depth of 4 feet
below grade.

PSE is actively working to review all leases, related title reports, and the recently received title property
survey in order to validate the legal descriptions, ownership, and title exceptions pertaining to each of the
six referenced leases. Caithness is required, as a condition to closing in the membership interest purchase
agreement (MIPA), to deliver a title policy insuring the real property in the amount of_and
inclusive of the endorsements outlined in the MIPA. PSE will increase the title policy to the full value of
the project. Ongoing review efforts, coordination with the developer, and engagement with the property
owners will continue as items needing resolution or amendment are identified and a path of resolution is
agreed to between the parties.
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Figure 1. Map of Beaver Creek project area
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APPENDIX 8. PERMITTING, ENVIRONMENTAL AND CULTURAL RESOURCES

Permitting, Environmental and Cultural Resources

To support environmental and use permitting and to evaluate potential impacts to cultural resources,
Caithness Beaver Creek, LLC (the “Project Company”) has undertaken limited, high level environmental
baseline studies, some required conditional use permitting, and acquisition of local agreements. Following
a detailed review of the Project Company’s environmental and cultural resource review and permitting,
we have identified a nhumber of steps that are recommended for completion prior to closing or, at
minimum, prior to commencing construction. The additional permits that will be required for the
construction and operation of the proposed Project are identified in this Appendix. Also identified in this
section are additional permits that may be required, but about which PSE has not received sufficient
information to determine whether they will be necessary.

Existing Permits and Environmental and Cultural Resource Surveys

The following section provides details of each of the permits and agreements provided to PSE by the
Project Company.

Stillwater County

e 2022 Conditional Use Permit (CUP), Beaver Creek Il and Ill. In May 2022, the Project Company
obtained a Stillwater County CUP, which authorizes the construction and operation of up to 80
MW of wind power (48 turbines) and 200 MWh of associated battery storage. The CUP also
authorizes the construction of an operations and maintenance (O&M) building, a warehouse, and
two battery storage buildings. The conditions of the permit include:

o Review of a final site plan prior to construction.

o Water and sewer permitting for O&M building.

o Rural addressing for emergency services.

o Site design and grading to minimize Project-area runoff.

o Setback limits from property lines or rights-of-way for turbines, battery storage, and
buildings.

o Acquisition of a road maintenance agreement and bonding.

o Minimization of interference with agricultural traffic and cattle movement.
o Acquisition of a Noxious Weed Management Plan.

o Installation of a parking and loading area.

o Downward lighting at buildings.

o Acquisition of a Federal Aviation Administration (FAA) permit for turbines and
meteorological towers.

o Installation of vegetative screens and/or fencing to screen around buildings if homes are
nearby (this condition can be waived).

-1-
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o Acquisition of an additional CUP authorization for any use associated with the
development, but which is not part of the CUP.

e 2023 Stillwater County CUP. In July 2023, the Project Company obtained a Stillwater County CUP,
which authorizes the construction and operation of up to 80 MW of wind power (30-33 turbines).
The conditions of the permit include:

o Review of a final site plan prior to construction.

o Rural addressing for emergency services.

o Confirmation of appropriate setbacks with the County.

o Acquisition of a road maintenance agreement and bonding.
o Acquisition of a Noxious Weed Management Plan.

o Acquisition of an additional CUP authorization for any use associated with the
development, but which is not part of the CUP.

The Project Company has provided copies of the following Stillwater County agreements that are in place
for Beaver Creek 11, IIl, and IV.?

o Impact fee agreements - The fee is 1.5% of the total Project construction cost including wind
turbines, battery storage, substations, buildings, roads, etc. The Stillwater County Impact Fee
Agreements are a strong incentive for the County to support the proposed Project.

e Road maintenance and repair contracts — The Stillwater County Road Maintenance and Repair
Contract requires preconstruction documentation of the conditions of the County roads, and the
Project Company is responsible for maintaining and repairing County roads to the same condition,
including potentially culverts, as found or better from Project construction through
decommissioning. If County road widths are insufficient for project purposes, the Project owner
is solely responsible for acquiring easements from private parties, which shall not be considered
County accepted roads unless the statutory processes for acquiring county roads are followed.

e Weed abatement agreements — The Stillwater County Noxious Weed Management Plan is
designed to prevent and/or control the spread of noxious weeds during project construction and
operation. It requires monitoring and weed control in disturbed construction and facility areas
and 25 feet from road rights-of-way. It also requires revegetation with a prescribed seed mix.

Federal permits

e Federal Aviation Administration Aeronautical Studies/Determination of No Hazard
(2021/2022): A permit for each proposed turbine location was issued on 5/10/2021 for a total
turbine height of 499 feet. These permit determinations expired on 11/10/2022 and were
renewed. The extension expiration date is 3/22/2024. One hundred sixty-two (162) turbine
locations were permitted encompassing four wind project areas, two of which are for Beaver
Creek Il and IlI.

1 Agreements related to Beaver Creek Il and Ill were issued in March 2022. Beaver IV agreements were issued in July 2023.

-2-
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The Project Company also provided a list of the studies completed between 2007 and 2019 to evaluate
environmental risks in the Project area. While environmental studies and a cultural resource review have
been completed, they are dated, inconsistent with accepted guidelines or practices for the information
needed in a due diligence process, and the information they contain is very limited. For example, the
Project Company has not coordinated with state or federal wildlife agencies about species of concern in
the area, stating that coordination was not known to be required or recommended by their consultant.
The cultural resource literature review is more than 10 years old, and the Montana State Historic
Preservation Office does not like to accept assessments based on surveys that are older than 10 years (per
conversations with a colleague in Montana). Also, the cultural data is only a literature review for a
property that is approximately 11,000 acres for the 232 MW wind project, and over 20,000 acres including
the additional land rights and 100-150 MW of expansion potential that is being acquired in this
transaction. In a literature review, the Montana State Historic Preservation Office conducts a records
search of the area of potential effect (APE) and sends their findings to the contractor, who then compiles
the information into a report for the client. No cultural resources field work was conducted, nor were
ethnographic, cultural, or historical contexts, or geological information about landforms included in the
cultural resource literature review provided by the Project Company. Most importantly, there appears to
be no outreach to any Native American groups in the area about this current project.

Permitting agencies and interested party engagement

The U.S. Fish and Wildlife Service, Montana State Fish, Wildlife and Parks, and Native American groups
have not expressed any concerns about the Project, which could be attributable to the Project Company’s
lack of outreach and engagement. Even if the Project is considered low-risk by the Project Company and
their consultant, it is still valuable to have open communication with state and federal wildlife agencies
and tribes.

No coordination with state or federal wildlife agencies has occurred related to bird and Endangered
Species Act-protected animals. The U.S. Fish and Wildlife Service has voluntary Land-based Wind Energy
Guidelines designed to minimize impacts of wind energy development on eagles, other raptors, sensitive
wildlife, and their habitats. These guidelines do not appear to have been followed by the Project Company.
The Project Company also has not undertaken the avian use studies that would be needed to support an
application for an Eagle Incidental Take permit. It is prudent to coordinate early with state and federal
wildlife agencies to build relationships, gain their support for the Project, discuss any potential concerns
known for the area, and develop conservation measures if needed. For example, the U.S. Fish and
Wildlife Service may have concerns about avian survey methods, particularly the size of the area
surveyed for raptor nests, the proximity of golden eagle nests to the project, and sharp-tailed grouse
presence in the project area.

Additional engagement with interested parties and tribes is also recommended to complete review of any
potential to impact cultural resources. No outreach to any sovereign Native American groups in the area
about this project appears to have been conducted; the lack of involvement can cause public relations
issues, and the limited data currently available makes it difficult to assess cultural resource risks. Although
the cultural resource literature review provided by the Project Company identified six previous cultural
surveys that had occurred within the APE, this is a multi-use area with both historic period and pre-contact
period materials and so additional cultural resource review and tribal 