Perkins
Cole

1201 Third Avenue, Suite 4800

Seattle, WA 98101-3099
Karen M. McGafley

pone (206) 359-6368
Fax: (206) 359-7368
emait. KMcGaffey@perkinscoic.com

PHONE: 206.359.8000
fax: 206.359.9000

www.perkinscoie.com

April 30, 2008

Jim Luce, Chair

Energy Facility Site Evaluation Council
P.O. Box 43172

Olympia, Washington 98504

Re:  Chehalis Generation Facility - Request for Transfer of SCA
Dear Chair Luce:

We are writing on behalf of PacifiCorp to request that the Council approve (1) the transfer to
PacifiCorp of the Site Certification Agreement ("SCA") and related permits for the Chehalis
Generation Facility in connection with PacifiCorp’s acquisition of Chehalis Power Generating
LLC (“Chehalis Power™), and (2) termination of the Limited Guaranty furnished by TNA
Merchant Projects Inc. ("TNA") for site restoration at the Chehalis Generation Facility.
PacifiCorp is a regulated electric utility providing retail electric service in six western states,
including Washington where it operates under the name of Pacific Power.

This letter provides further information about the requested approvals, explains how this request
satisfies the Council's regulations, addresses compliance with the State Environmental Policy
Act ("SEPA"), and discusses the requested transfer of other related permits. A SEPA
Environmental Checklist and PacifiCorp’s most recent Form 10-K filing with the Securities and
Exchange Commission are also enclosed to assist the Council in reviewing this request.

SCA Transfer

PacifiCorp has entered into a Purchase and Sale Agreement to acquire the Chehalis Generation
Facility in two steps. First, in a transaction that is expected to close later in 2008, PacifiCorp
will acquire the equity interests in Chehalis Power. Second, within a day after closing, Chehalis
Power will be merged into PacifiCorp. After the merger, PacifiCorp will directly own and
operate the Chehalis Generation Facility. Closing of the transaction is contingent upon obtaining
the Council's approval, as well as other required regulatory approvals.
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PacifiCorp requests the Council’s approval of the two-step transfer of the SCA, and that the
Council terminate the TNA site restoration guaranty upon PacifiCorp’s acquisition of Chehalis
Power. PacifiCorp agrees to comply with the existing SCA for the Chehalis Generation Facility
as well as approved project plans. As explained below, PacifiCorp asks the Council to approve a
change in the financial security provided in connection with the Initial Site Restoration Plan.
This change is consistent with how the Council has addressed a similar SCA transfer to another
regulated utility which, like PacifiCorp, has a substantial presence in Washington.

Council Regulations

The transfer of an SCA is addressed in the Council's regulations. The introductory section in
WAC 463-66-100 provides:

No site certification agreement, any portion of a site certification agreement, nor
any legal or equitable interest in such an agreement issucd under this chapter shall
be transferred, assigned, or in any manner disposed of (including abandonment),
either voluntarily or involuntarily, directly or indirectly, through transfer of
control of the certification agreement or the site certification agreement owner or
project sponsor without express council approval of such action. In the event a
site certification agreement is to be acquired via a merger, leveraged buy-out, or
other change in corporate or partnership ownership, the successor in interest must
file a formal petition under the terms of this section to continue operation or other
activities at the certificated site.

Because the described transaction calls for the SCA to be acquired by PacifiCorp “via a merger,
leveraged buy-out, or other change in corporate or partnership ownership,” PacifiCorp is
submitting this request for the Council's approval.

WAC 463-66-100(3) provides in pertinent part:

The council shall require any person who submits an application to acquire a site
certification agreement under provisions of this section to file a written consent
from the current certification holder . . . .

A copy of the consent from Chehalis Power Generating LLC. the current Certificate Holder, is
enclosed with this request.

The criteria for approving the transfer for an SCA are spelled out in WAC 463-66-100(4), which
provides in pertinent part:

Following the hearing the council may approve an application for transfer of the
site certification agreement if the council determines that:
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(a) The applicant satisfies the provisions of WAC 463-60-015 and 463-60-075;

(b) The applicant is entitled to possession of the energy facility described in the
certification agreement; and

(c) The applicant agrees to abide by all of the terms and conditions of the site
certification agreement to be transferred and has demonstrated it has the
organizational, financial, managerial, and technical capability and is willing and
able to comply with the terms and conditions of the certification agreement being
transferred.

The transfer of the SCA from Chehalis Power Generating LLC to PacifiCorp satisfies these
regulatory requirements as described in more detail below.

1. PacifiCorp's Organization and Financial Security

WAC 463-60-015 -- This regulation directs PacifiCorp to describe its organization and
affiliations. PacifiCorp is an Oregon corporation. It is a regulated electric utility that provides
retail electric service to 1.7 million customers in six western states, including Washington.
PacifiCorp conducts its business through three operating divisions: (i) Pacific Power, which
provides retail electricity to customers in Washington, Oregon and California; (ii) Rocky
Mountain Power, which provides retail electric service to customers in Utah, Wyoming and
Idaho; and (iii) PacifiCorp Energy, which conducts electric generation, commercial and energy
trading, and plant fueling functions. PacifiCorp is a subsidiary of MidAmerican Energy
Holdings Company, which in turn is owned primarily by Berkshire Hathaway, Inc.

WAC 463-60-075 — This regulation directs PacifiCorp to "set forth insurance, bonding or other
arrangements proposed in order to mitigate for damage or loss to the physical or human
environment caused by project construction, operation, abandonment, termination, or when
operations cease at the completion of a project's life." PacifiCorp will maintain and demonstrate
financial responsibility for property damage and bodily injury to the general public in amounts
usual and customary to similarly situated utilities, and in compliance with federal, state and local
requirements. Such financial responsibility will be provided through a combination of self-
insured and commercially insured programs and policies, including general liability, automobile
liability, workers compensation, surety bonds and such other forms of insurance as the company
may deem reasonable and prudent.

Site Restoration Plan -- With respect to site restoration, the Council has previously approved the
Chehalis Generation Facility Initial Site Restoration Plan dated April 2001 and Chehalis Power’s
parent, TNA Merchant Projects, Inc., has provided a $5 million guaranty of Chehalis Power’s
obligations under that plan. Although PacifiCorp will comply with the substantive aspects of
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that approved plan, it requests a change in the financial security provisions. The approved plan
currently requires Chehalis Power’s parent to provide a $5 million corporate guarantee to secure
Chehalis Power’s obligations for site restoration, and beginning in the sixth year of commercial
operation, the plan requires Chehalis Power to make $500,000 commitments in the form of a
letter of credit, cash or other financial instrument on an annual basis until a total security of $5
million (in 2001 dollars) has been provided.

PacifiCorp appreciates that it may have been appropriate to require a guaranty and a follow-on
letter of credit or cash fund from a limited liability company such as Chehalis Power Generating
LLC, which has no assets other than the Chehalis Facility. In contrast, PacifiCorp is a large
corporation, regulated by Washington and the federal government, with a strong credit rating and
more than $15 billion in assets. In this regard, PacifiCorp's situation is more similar to that of
Puget Sound Energy and therefore, we propose that financial security for site restoration be
accomplished in the same way the Council has previously approved for the Wild Horse Wind
Project. See Council Order No. 815 (Aug. 30, 2005). Specifically, we propose the Council
terminate the current guaranty, which was provided by Chehalis Power’s parent company, and
determine that all site restoration obligations for the Chehalis Generation Facility become a
general utility obligation of PacifiCorp.

2. PacifiCorp will be entitled to possession of facility.

Upon closing of the transaction described above and the merger of Chehalis Power Generating
LLC into PacifiCorp, PacifiCorp will own and operate the Chehalis Generation Facility. As
noted above, and pursuant to WAC 463-66-100(3), a consent from the current Certificate Holder
is enclosed.

3. PacifiCorp will comply with the SCA.

PacifiCorp agrees to abide by all of the terms and conditions of the SCA upon transfer.
PacifiCorp plainly possesses the organizational, financial, managerial and technical capability to
comply with the SCA.

PacifiCorp already owns, or has interests in, 68 thermal, hydroclectric and wind-powered
generating plants, with a plant net capacity of 9,286 megawatts. In particular, PacifiCorp owns
and operates two combined cycle combustion turbine plants that are very similar to the Chehalis
Generation Facility (the Currant Creek Plant and the Lakeside Plant in Utah), and PacifiCorp has
a 50% ownership interest in a third such facility (the Hermiston Plant in Oregon). In addition,
PacifiCorp has experience in operating energy facilities in Washington, having been the majority
owner and operator of the Centralia coal-fired power plant from 1971 to 2000.
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PacifiCorp also owns, or has interests in, electric transmission and distribution assets, and
transmits electricity through approximately 15,700 miles of transmission lines, including lines in
Washington. PacifiCorp buys and sells electricity on the wholesale market with public and
private utilities, energy marketing companies and incorporated municipalities in connection with
excess electricity generation or other system balancing activities.

SEPA

The Council is obligated to comply with the State Environmental Policy Act (SEPA), RCW
chapter 43.21C. The requested transfer of the SCA would not result in significant adverse
effects on the environment because PacifiCorp is not requesting any changes in the
environmental requirements found in the SCA. A SEPA Checklist is enclosed for the Council's
review.

Associated Permits

In addition to the Site Certification Agreement, EFSEC has issued a Title V Air Operating
Permit and a PSD Permit to Chehalis Power Generating LLC for the Chehalis Generation
Facility. PacifiCorp requests that the Council transfer these permits to PacifiCorp along with the
SCA upon closing of the transaction.

Applicable regulations allow these permits to be transferred through administrative revisions and
minor modifications, without any public notice-and-comment process. A Title V Air Operating
Permit can be transferred to a new owner by administrative revision. See WAC 173-401-
720(1)(d), adopted by reference at WAC 463-78-005. Likewise, a PSD permit can be transferred
to a new owner by administrative revision. See WAC 173-400-750(3)(a), adopted by reference
at WAC 463-78-005. Permit revision requests to the Council are included in the enclosed letter
from Chehalis Power.

For the foregoing reasons, PacifiCorp asks the Council to adopt a resolution that will, upon
closing of the transaction whereby PacifiCorp acquires Chehalis Power, transfer the SCA and the
associated permits to PacifiCorp and terminate the TNA Merchant Projects guaranty.

24878-0054/1.LEGAL14228474.1



Jim Luce, Chair
April 30, 2008
Page 6

Please feel free to call me or Mike Jenkins at PacifiCorp (801-220-2233) if you need additional
information.
Sincerely,

77 4///7

Karen M. McGaffey

Enclosures:
(1) SEPA Checklist
(2) PacifiCorp Form 10-K
(3) Chehalis Power Generating, LL.C consent

cc:  Mike Jenkins, Ass’t GC, PacifiCorp Energy
iz Thomas., Counsel for Chehalis Power
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