PRELIMINARY PERMIT APPLICATION

For

Cascade Creek
Hydroelectric Project

Petersburg, Alaska

Submitted by:

Cascade Creek, LLC
3633 Alderwood Ave.
Bellingham, Washington 98225

May 4, 2004



INITIAL STATEMENT
Before the FEDERAL ENERGY REGULATORY COMMISSION;
Application for Preliminary Permit

Cascade Creek, LLC applies to the Federal Energy Regulatory Commission for a preliminary
permit for the proposed Cascade Creek Hydroelectric Project (hereinafter to be called "Project"),
as described in the attached Exhibits. This application is made in order that the applicant may
secure priority of application for a license for the Project under Part 1 of the Federal Power Act
while obtaining the data and performing the acts required to determine the feasibility of the
Project and to support an application for a license.

The location of the proposed Project is below:

Intake, Powerhouse & related facilities
Sections 12,13,24 of Township 56S, Range 79E of the Copper River Meridian
Sections 7,8,18 of Township 56S, Range 80E of the Copper River Meridian

Transmission segment from proposed powerhouse to Petersburg

Sections 13,24,25,36 of Township 56S, Range 79E, of C.R.M.

Sections 19,30,31 of Township 56S, Range 80E, of C.R.M.

Sections 2,3,10,11,14,15,22,23,26,27,34,35 of Township 57S, Range 79E of C.R.M.
Sections 2,3,8,26 of Township 58S, Range 79E of C.R.M.

Transmission segment from Tyee Powerhouse to the Canadian Border

Sections 1,11,12,13,14,15,22,23 of Township 65S, Range 90E of C.R.M.

Sections 3,4,9,16,21,28,31,32,33 of Township 64S, Range 90E of C.R.M.

Sections 5,6,7,8,17,18,19,20,29,30,32,33 of Township 63S, Range 90E of C.R.M.
Sections 10,11,14,15,16,20,21,22,29,32 of Township 62S, Range 90E of C.R.M.

The approximate Longitude is 132.715 degrees West. The approximate Latitude is 57.033
degrees North.

State: Alaska

County: Located in an unorganized borough

Nearby Town: Petersburg, Alaska

Stream or other body of water: Swan Lake and Cascade Creek which runs into and out of
Swan Lake.
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The exact name, business address, and telephone number of the applicant is:
Cascade Creek, LLC
3633 Alderwood Ave.
Bellingham, WA 98225
Phone: 360-738-9999

The exact name, business address and phone of each person authorized to act as agent for the
Applicant in this application are:

Steven C. Marmon, Manager

3633 Alderwood Ave.

Bellingham, WA 98225

Phone 360-738-9999 ext. 122

FAX 360-733-3056

email smarmon@tollhouseenergy.com

Cascade Creek, LLC, organized and existing in the State of Alaska. Cascade Creek, LLC is not
claiming preference under section 7(a) of the Federal Power Act.

The proposed term of the requested Preliminary Permit is 36 months.
There are no existing dams, or other project facilities.

The following exhibits are filed herewith and are hereby made a part of this application:

Exhibit 1 DESCRIPTION OF THE PROJECT

Exhibit 2 DESCRIPTION OF STUDIES TO DETERMINE THE
FEASIBILITY OF THE PROJECT

Exhibit 3 COSTS AND FINANCING

Exhibit 4 PROJECT MAPS

Page 2 of 18



EXHIBIT 1 - DESCRIPTION OF THE PROJECT

PROJECT FEATURES

The proposed project would be located in an unincorporated area, northeast of the City of
Petersburg, Alaska. Development of hydroelectric power at the site will either include
construction of a lake tap or dam and siphon, power intake, unlined tunnel, power penstock,
power plant, tailrace, and transmission line segments.

Reservoir. The Project would utilize the natural impoundment of Swan Lake, a glacial-fed body
with an approximate usable stored capacity of 97,500 acre-feet (elev. 1515 to elev. 1300), to
create generating head. The Project would either utilize a lake-tap or would require a dam and
siphon.

Under the proposed Project scale and operation, Swan Lake water surface elevation would
fluctuate annually about 200 feet. The current elevation of Swan Lake is 1515 feet. The
maximum elevation with a dam would be elevation 1550, and the maximum draw down with a
lake tap option would be elevation 1300. Seventy five additional acres of impoundment would
be created by constructing a 35 foot high dam on Swan Lake. The present Swan Lake surface
area is approximately 600 acres and would remain unchanged if the lake tap option was
constructed.

Lake Tap/Power Conduit. The inlet works will consist of either a lake tap or a small dam and
siphon system. Water would be withdrawn through a screened intake into a 10-foot diameter,
13,000-foot long power conduit. The power conduit will either be a tunnel or steel penstock, or
a combination of both. The lower 2100 feet of the power conduit would be a steel lined
penstock.

Powerhouse. The powerhouse would be located near the tidal zone within 3000 feet of the
confluence of Cascade Creek with Thomas Bay. The actual site would be dependant on the use
of a power tunnel versus a power penstock. The powerhouse would house two to four impulse
turbines, each with a total rated head of 1500 feet, and a designed flow capacity of 100 to 350
cubic feet per second (cfs). Discharge from these units would be directed by a short tailrace into
Thomas Bay.

Access Roads. The Project is separated from the nearest town of Petersburg by Frederick
Sound. This gives no opportunity for road access to the Project from a nearby town. The only
access for either construction or long-term operation and maintenance of the Project will be via
boat or aircraft. A dock will be located on Thomas Bay for loading and unloading people and
supplies from a boat. An airstrip will be located in the Patterson River drainage area
approximately four miles south of the power house. Roads will be constructed between the
powerhouse, dock and airstrip. Construction access would also be provided by helicopter in
association with a limited local temporary access road system to transfer equipment within the
construction area. During operation, the Project would be fully automated and access would be
provided via boat or aircraft.
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Transmission Lines. Power generated by the Project would be transmitted by two segments of
new transmission line. The first segment is roughly 20-miles long, overhead/submarine, 138
kilovolt (kv) transmission segment running generally southwest from Cascade Creek to
Petersburg. The above transmission segment will integrate the project to the Southeast Intertie
which currently connects Petersburg to Wrangell to the Tyee Lake Hydroelectric Project on
Bradfield Canal.

The second segment is a 138KV transmission line that will be constructed from the Tyee Lake
Hydroelectric Project to a point in British Columbia on the Iskut River (proposed Forrest Kerr
Project in British Columbia). This transmission line segment follows the Bradfield Electric
transmission line corridor proposed in approximately 1983. Bradfield Electric obtained a
Presidential permit to export and import energy across the international border between the
United States and Canada. Bradfield Electric, Inc. has agreed to transfer its interest and permits
to Cascade Creek, LLC.

Other transmission segments servicing southeast Alaska could be developed if load growth and
the need for firm power is warranted.

Other Structures. An intake structure housing controls will be constructed at Swan Lake.
Housing for power plant operators will be constructed near the powerhouse. A switchyard will
be constructed near the powerhouse. There will also be a 5 acre staging area near the
powerhouse and another 5 acre staging area near the dock.

INSTALLED CAPACITY AND ENERGY PRODUCTION

Installed Capacity Total installed capacity would range between 40 and 80 megawatts (MW)
depending on final power sales agreements and power allocations between the US and Canada.

Average Annual Energy Production The average annual energy production is estimated to
range between 175 and 300 gigawatt hours (GWh) again depending on installed capacity and
final power sales.

Turbines and Generators. Powerhouse would house up to four impulse type turbines with a
total installed capacity of up to 80 MW.

LANDS OF THE U. S. GOVERNMENT

The Project would be located within the Tongass National Forest on USFS lands owned by the

United States government, with portions of the transmission line crossing State of Alaska lands.
There is a Power Withdrawal P.S.C. # 9 Swan Lake on August 20, 1921 for 1,400 acres around
Swan Lake and Cascade Creek for the purpose of constructing a hydroelectric power project.

Page 4 of 18



EXHIBIT 2 - DESCRIPTION OF STUDIES TO DETERMINE THE FEASIBILITY OF
THE PROJECT

Cascade Creek, LLC proposes to conduct several studies to determine Project feasibility. The
exact extent and nature of these studies cannot be known until completion of early stage
consultation with Alaska state and Federal resource agencies, and results of more detailed
engineering calculations.

The Cascade Creek site has been under consideration for hydroelectric development since the
1920’s and specifically by the City of Petersburg since 1974. In November 1982, the City of
Petersburg submitted for a preliminary permit known as the Thomas Bay Hydroelectric Project.
An appraisal study was commissioned at that time which included geologic site studies and
hydrologic investigations. The power generation potential was examined at that time, as were
several alternatives for Project development.

ECONOMIC and ENGINEERING FEASIBILITY EVALUATION

Hydrology. Hydrologic data will be retrieved or generated to obtain the most recent data on
Cascade Creek stream flows, if available, and lake levels in Swan Lake. Preliminary surveys of
these data needs were conducted as part of earlier development studies, and much of the existing
data base should still be applicable.

Generation. A generation study will be performed to determine the exact size and type of
turbine/generators, switchgear, transmission facilities and other electrical equipment.

Need for Power. The need for power aspect of our proposal will require extensive
investigations into power needs and potential sales in both southeast Alaska, British Columbia
and the Pacific Northwest states. Need for power evaluations will necessarily extend to other US
markets in the lower 48 states as well because of agreements and other arrangements between
Canadian and US markets.

Engineering Feasibility. Engineering feasibility studies will be performed in association with

field surveys and topographic mapping to determine the constructiveness of the various project
features in relation to subsurface conditions, vegetation and topography.
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ENVIRONMENTAL STUDIES

Environmental studies normally must address information needs in the following areas:

e Aquatic Resources

e Terrestrial Resources

e Water Use and Quality

e Geology and Soils

e Socioeconomics

e Cultural Resources

e Land Use and Recreation

e Aesthetics

e Geotechnical, Seismic and other Subsurface Investigations.

At this time, it can be assumed that baseline surveys for each of these resources or areas would
need to be performed to support environmental reports in the license application material. Study
plans for each resource will be developed as part of the licensing process.

NEW ROADS for CONDUCTING STUDIES.

We expect no new roads to be required for conducting studies.

WORK PLAN FOR NEW DAM CONSTRUCTION.

Should the studies indicate the need for a new dam, then we will develop a work plan for new
dam construction. At this point, we are considering the possibility of a lake tap which would not
require new dam construction or its application.

DISTURBANCES FROM CONDUCTING STUDIES.

Disturbances from conducting studies would be minimal. The only expected disturbance could
arise if extensive additional geotechnical work were required, but previous studies in this area
should preclude such a need. Any onsite work will be coordinated with the Forest Service with a
USFS Special Use Permit.

SCHEDULE FOR STUDY COMPLETION.

Engineering and environmental studies will be completed as necessary prior to expiration of the
Preliminary Permit. Some environmental studies may necessarily be continued through the
licensing and even during the construction period to satisfy requirements of environmental
monitoring.
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EXHIBIT 3 - COSTS AND FINANCING

ESTIMATED COSTS AND FINANCING

Engineering and Economic Evaluation Costs. Based on review of existing information and
data, and on our experience with other such evaluations in Alaska, we expect Engineering and
Economics studies to cost between $200,000 and $400,000.

Environmental Consultation and Studies Costs. Based on review of existing information and
our experience with other such studies in Alaska, we expect environmental consultation and
studies to cost between $350,000 and $700,000.

FINANCING

Financing is expected to come from a mix of sources, including private investment, municipal
investment, Cascade Creek, LLC funds, State of Alaska energy development monies, federal
funds, and bank financing. The exact mix of financing will be determined as the licensing
proceeds.

MARKET FOR POWER GENERATED

Proposed Power Purchaser(s). Power purchasers are expected to be primarily utilities from the
continental United States, with a lesser amount purchased by Southeast Alaska utilities and
Native Corporations, with opportunity to export energy to or through Canada. There is a
potential for a need for power from proposed mines in Southeast Alaska and northern British
Columbia. This project will provide firm energy for Southeast Alaska.

Use Of Energy By The Applicant. The applicant expresses no interest in using the Project’s
energy.
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4.1

4.2

4.3

4.4

EXHIBIT 4: - PROJECT MAPS

VICINITY MAP

PROJECT BOUNDARY & FACILITIES

INDEX MAP OF TRANSMISSION LINE SEGMENTS

TRANSMISSION LINE SEGMENT MAPS 1-6
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1(PS) Drawing File: PROJECT\HYDRO\330\Cascade Creek\900\DWG\330—920.dwg.DWG (bmorse)
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1(PS) Drawing File: PROJECT\HYDRO\330\Cascade Creek\900\DWG\330-921.dwg.DWG (bmorse)
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THIS APPLICATION FOR PRELIMINARY PERMIT

Is executed in the State of Washington, County of Whatcom, by Cascade Creek, LLC, 3633
Alderwood Avenue, Bellingham, WA 98225. Steven C. Marmon, its Manager being duly
sworn, deposes and says that the contents of this application are true to the best of his knowledge
and belief. The undersigned applicant has signed the application this day of :
2004,

Cascade Creek, LLC

by
Steven C. Marmon
Manager
STATE OF WASHINGTON,
SS
County of Whatcom
On this day of , 2004, before me personally appeared Steven C. Marmon to me

known to be the Manager of the Limited Liability Company that executed the within and
foregoing instrument, and acknowledged said instrument to be the free and voluntary act and
deed of said LLC, for the uses and purposes therein mentioned, and on oath stated that he is
authorized to execute said instrument.

IN WITNESS WHEREOF | have hereunto set my hand and affixed my official seal the day and
year first above written.

Notary Public in and for the State of Washington, residing at
in said County.
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