Contract No. 11EO-40087

AGREEMENT
Between
THE UNITED STATES OF AMERICA,
DEPARTMENT OF ENERGY
Acting by and through
THE BONNEVILLE POWER ADMINISTRATOR

And

THE BONNEVILLE ENVIRONMENTAL FOUNDATION, INC.
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This AGREEMENT (Agreement) is executed by the UNITED STATES OF AMERICA, Department
of Energy, acting by and through the BONNEVILLE POWER ADMINISTRATOR (Bonneville), and
the BONNEVILLE ENVIRONMENTAL FOUNDATION, INC (Foundation), a corporation
organized under the laws of the State of Oregon and qualified as a 501(c)(3) tax exempt entity within
the meaning of the Internal Revenue Code.

RECITALS

Whereas the Bonneville Power Administrator is the chief executive officer of Bonneville Power
Administration (Bonneville), a federal power marketing agency authorized and charged by Congress,
among other things: (A) to make maximum practicable use of Bonneville’s authority to encourage
the development of renewable resources (including direct application renewables), and other
resources for service to its customers’ regional loads including providing financial assistance for the
development and implementation of such resources; (B) to promote the development of experimental,
developmental, demonstration, or pilot projects with a potential for providing cost-effective service to
the region; and (C) to develop such resources with due consideration for environmental quality,
including the protection, mitigation, and enhancement of fish and wildlife habitat.

Whereas Bonneville has authority to contract, in such manner as the Administrator may deem
necessary, to facilitate the execution of Bonneville’s substantive responsibilities.

Whereas the Foundation, an Oregon corporation, is a tax exempt entity within the meaning of Section
501(c)(3) of the Internal Revenue Code that was created in 1998 to complement the programs of
Bonneville under the Northwest Power Act (16 U.S.C. §8 839 — 839h);

Whereas the Foundation is governed by an independent board of directors with a designated official
assigned by Bonneville to serve as a Principal Liaison to the Foundation’s board;

Whereas a group of environmental organizations, including the Northwest Energy Coalition, the
Renewable Northwest Project, and the Natural Resources Defense Council, have participated with the
Foundation and Bonneville over the past ten years in identifying and marketing electric power from
environmentally preferred projects in the Pacific Northwest;

Whereas for the past ten years Bonneville and the Foundation have participated in mutually
beneficial arrangements for the sale of Environmentally Preferred Power at a premium to market
prices, which premium has been used to provide funding for the Foundation and funding for
Bonneville’s renewable resource programs;

Whereas because Bonneville has agreed to discontinue marketing an Environmentally Preferred
Power product at the end of September 2011, the underlying market mechanism for Bonneville’s
support for Foundation activities is no longer available after that time;

Whereas Bonneville desires that the Foundation continue to seek out and act upon opportunities that
complement Bonneville’s programs in support of Bonneville’s Mission with respect to renewable
resources, energy efficiency, demand management, fish and wildlife enhancements, watershed
improvements, technology innovation, and potentially other activities;
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Whereas the Foundation desires to continue to assist Bonneville by complementing Bonneville’s
programs in support of Bonneville’s Mission; and

Whereas Bonneville and the Foundation desire to enter into a new, long-term Agreement to replace
the existing agreement;
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The Parties agree:

1. EFFECTIVE DATE

This Agreement takes effect on the date this Agreement has been executed by Bonneville and the
Foundation (the “Effective Date”).

2. TERMINATION OF EXISTING AGREEMENT

This Agreement supersedes and replaces Contract Number 09EO-40085 (the “Existing
Agreement”). The Existing Agreement shall terminate on the Effective Date of this Agreement.

3. DEFINITIONS

Capitalized terms in this Agreement, including any exhibits, shall mean as follows:

A

B.

“Administrator” means the Administrator of Bonneville Power Administration (Bonneville).

“Annual BPA Report” means the report prepared by the Foundation after the end of each Fiscal
Year as described below in section 7.

“Bonneville” means Bonneville Power Administrator acting on behalf of the United States of
America, Department of Energy, and the Bonneville Power Administration.

“Effective Date” means the date this agreement takes effect.

“Existing Agreement” means the funding agreement between Bonneville and the Foundation
known as Contract Number 09EO-40085.

“Fiscal Year” means the Foundation’s fiscal year, which currently begins on April 1. Fiscal Year
2010 is the Fiscal Year that ends in calendar year 2010.

“Foundation” means the Bonneville Environmental Foundation, Inc.

. “Mission” means Bonneville’s obligations under the Northwest Power Act, particularly

Northwest Power Act section 2(1) (relating to encouragement of the development of renewable
resources within the Pacific Northwest), section 6(e) (relating to renewable and conservation
resources), section 6(d) (relating to research, development and demonstration projects), and
section 4(e)(2) (relating to developing resources with due regard to environmental quality,
including enhancing fish and wildlife habitat)—including but not limited to, promoting cost-
effective conservation, renewable energy, and demand response resources; supporting
development of technology (including demonstration projects) that may lead to cost-effective
applications in the Region’s electric power system; protecting and enhancing fish and wildlife and
associated habitat—and under other legislation to provide power, transmission and other services
and benefits to its customers and stakeholders.
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. “Northwest Power Act” means the Pacific Northwest Electric Power Planning and Conservation
Act of 1980, P.L. 96-501, as amended.

J. “Party” means (A) the United States of America, Department of Energy, acting by and through
the Bonneville Power Administrator, or (B) the Foundation.

K. “Power Plan” means the Regional plan promulgated from time to time by the Northwest Power
and Conservation Council to guide the Administrator’s electric power resource acquisitions as
provided by the Northwest Power Act.

L. “Region” or “Regional” means the geographic area defined as the “Pacific Northwest” in the
Northwest Power Act.

M. *“Regional Customer” means any customer who Bonneville does business with under its
statutory authority in Northwest Power Act sections 5(b), 5(c), or 5(d).

N. “Unobligated Funds” means those BPA funds that have not been earmarked for a specific project
expenditure.

4. TERM

The term of this Agreement shall be ten years from the Effective Date, unless terminated by either
Party pursuant to Section 5 of this Agreement. During the eighth year of the Agreement (no later
than November 5, 2018), the Foundation shall have the right to request that the Agreement be
extended for five years beyond the initial ten year term. Bonneville shall have sole discretion on
whether to grant such extension, and shall decide whether to grant the extension within six months of
the Foundation making the request. During such six-month timeframe, Bonneville shall take public
input regarding the Foundation’s request.

5. TERMINATION
A. The Agreement may be terminated on five years notice by either Party for any reason.

B. The Agreement may be terminated by Bonneville on two years written notice if Bonneville
believes the Foundation is not adequately complementing Bonneville’s programs in support of
Bonneville’s Mission.

i. Inits notice, Bonneville must state the specific reasons why it believes the
Foundation is not advancing Bonneville’s programs and describe the actions
Bonneville is asking the Foundation to take to correct any deficiency in the
Foundation’s performance.

ii. Upon receipt of a notice of termination, the Foundation shall have one year to
cure Bonneville’s specific objections.

iii. If the Foundation cures the deficiency to the satisfaction of Bonneville, the
notice of termination shall be rescinded. Bonneville agrees that approval of
any proffered cure shall not be unreasonably withheld.
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iv. If the Foundation does not address and cure Bonneville’s objections within one
year, the Agreement shall terminate on the two-year anniversary date of receipt
of notice of termination unless Bonneville elects to withdraw the termination
notice before the two year period expires.

6. PAYMENTS TO THE FOUNDATION
A. Use of Bonneville Funding by the Foundation

i. The Foundation agrees to use funds provided by Bonneville to complement
Bonneville’s programs in support of Bonneville’s Mission.

ii. For purposes of this Agreement, the Foundation’s use of funds includes, but is
not limited to:

1. increasing the potential supply of cost-effective regional renewable
resources potentially available to Bonneville and its customers for
acquisition should they choose to do so;

2. taking action to increase the potential supply of cost-effective,
conservation, renewable, or demand response resources available to
serve the electric power needs of the Pacific Northwest.

3. furthering technological innovation goals (including demonstration
projects) relating to electric power conservation, demand management,
and renewable resources;

4. supporting Regional watershed improvements that further Bonneville’s
Regional efforts to maintain, restore, and enhance fish and wildlife and
associated habitat;

5. educating members of the general public on the benefits of renewable
resources, reducing greenhouse gases emissions, and improving Pacific
Northwest fish and wildlife resources and habitat; and

6. supporting other aspects of the Bonneville Mission as may be agreed
upon by Bonneville and the Foundation.

iii. Limitations on Transfer of Bonneville Funding to BEF Renewable, Inc.
Funds provided by Bonneville under this Agreement may be
transferred to the Foundation’s wholly-owned subsidiary, BEF
Renewable, Inc., for purposes described in Section 6(A)(i1) above,
subject to the following conditions:

1. The Foundation may perform such transfer of funds provided that:

a. BEF Renewable, Inc. is wholly owned by the Foundation;

b. such funds are used in support of BEF Renewable, Inc.
projects and activities located in the service territories of
Bonneville’s Regional Customers; and

c. such funds must be necessary in order for BEF
Renewable Inc. to take advantage of tax credits or other
beneficial public financial instruments arising from
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projects that BEF Renewable Inc. would not otherwise be
able to fund but for the use of Bonneville funds.

2. In the event the Foundation sells all or part of its interest in BEF
Renewable, Inc. or any assets owned by BEF Renewable, Inc. for
which Bonneville funding was used, the revenues realized from
such a sale, up to the amount of such Bonneville-sourced funding,
shall be required to be transferred back to the Foundation and
restricted within the Foundation to be used for the purposes
described under this Agreement.

B. Annual Payments
i. Bonneville shall make an Annual Payment to the Foundation each year.

ii. With regard to Unobligated Funds held by the Foundation, the Foundation may
carry-over such funds from one Fiscal Year to the next, up to a cap of
$250,000, beginning Fiscal Year 2012. The total balance of carried-over funds
(from all Fiscal Years combined) may not exceed this amount.

iii. At least 80 percent of the Annual Payment shall be directed towards activities
listed in 6(A) above. Any remaining funds may be directed towards general
and administrative expenses which jointly support BEF in general, and this
Agreement in particular.

iv. The Annual Payment for Fiscal Year 2010 is $1.3 million.

v. The Annual Payment for each subsequent Fiscal Year shall be adjusted,
provided such adjustment is positive, over the previous Fiscal Year’s level by
the annual change in the United States Department of Labor, Bureau of Labor
Statistics” “Consumer Price Index - All Urban Consumers West Region All
Items” or its successor. Available at: http://data.bls.gov/cqi-
bin/surveymost?cu

vi. If the Administrator certifies in a letter to the Foundation that Bonneville is
experiencing a financial crisis as evidenced by a failure to achieve net revenue
targets, a need for a significant increase in rates, low reserves, or other
financial stress that leads the Administrator to seek a broad reduction in
program costs not funded under this Agreement, Bonneville may reduce the
Annual Payment by as much as 25% for up to one year on six months notice.
The reduction shall continue for as long as the financial crisis exists, but in any
case not longer than two years, at which time funding shall be restored to
normal levels (including appropriate adjustments for inflation) for at least two
years before another reduction in Annual Payments may occur.
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vii. On the first day of each Fiscal Year Bonneville shall pay the Foundation an
amount equal to one-fourth of the Annual Payment for that Fiscal Year.

viii. Bonneville shall pay an additional one-fourth of the Annual Payment for that
Fiscal Year on the first day of each subsequent quarter of that Fiscal Year.

iX. The Foundation shall return to Bonneville any unspent and/or carried-over
funds remaining upon Termination of the Agreement or upon the end of the
term of the Agreement (after 10 years if the Agreement is not extended, or
after 15 years if it is).

7. ANNUAL BPA REPORT

A. Within 90 days of the end of the Fiscal Year, the Foundation shall prepare a draft “Annual BPA
Report” and provide Bonneville with a copy. The Annual BPA Report shall set forth all
activities the Foundation engaged in over the past Fiscal Year to complement Bonneville’s
programs in support of its Mission, including the development of renewable resources (including
direct application renewables), energy efficiency, demonstration projects, and where applicable
an estimate of the amount of electric power generated or saved as a result of the Foundation’s
activities. The Annual BPA Report shall identify how specific projects and activities are
supported by funds provided to the Foundation under this Agreement, itemize the Foundation’s
expenditures of such funds for current projects and activities, including the Foundation’s general
and administrative expenses, and describe any future projects and activities and the amount of
Bonneville funds that have been obligated for expenditure, as well as the proposed use of funds
that have been transferred to the Foundation but remain Unobligated Funds held by the
Foundation (i.e., the “carry-over” funds described in section 6.B.ii.).

B. Bonneville may:

I. Accept the draft Annual BPA Report as submitted without objection;
ii. Take an exception to all or a portion of the Annual BPA Report and provide
the Foundation with an opportunity to respond to Bonneville’s objections; and
ili. Recommend changes to the proposed Annual BPA Report, if any.

C. No earlier than 30 days after receiving comments from Bonneville, the Foundation may adopt an
Annual BPA Report for the past Fiscal Year, taking into account comments it receives from
Bonneville, if any.

8. BONNEVILLE DESIGNATION OF PRINCIPAL LIAISON TO FOUNDATION
BOARD

Bonneville may designate an official to serve as its Principal Liaison to the Foundation board. The
Principal Liaison shall represent Bonneville’s interests and will have no vote on the Foundation board
and no fiduciary duty to the Foundation.
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Bonneville initially designates its Chief Operating Officer to serve as Bonneville’s Principal Liaison
to the Foundation’s board.

9. BONNEVILLE DESIGNATION OF STAFF LIAISON
Bonneville may designate an official to serve as a Staff Liaison to the Foundation. The Staff Liaison
shall assist the Principal Liaison in representing Bonneville’s interests and will have no vote on the

Foundation board and no fiduciary duty to the Foundation.

Bonneville initially designates its Chief Technology Innovation Officer to serve as Staff Liaison to
the Foundation.

10.  ANNUAL INDEPENDENT AUDIT

The Foundation shall retain an independent auditor to prepare an annual audit in accordance with
generally accepted accounting principles and provide Bonneville with a copy.

11. FIVE YEAR REVIEW
Bonneville and the Foundation will perform a joint review of this Agreement every five years to
confirm that the Agreement is serving both party’s interests and to modify the Agreement by mutual

consent as necessary or desired by both parties to reflect then current conditions and policies.

12. NOTICE OF PROPOSED AMENDMENTS TO BYLAWS OR ARTICLES OF
INCORPORATION

The Foundation shall advise Bonneville of any proposed amendments to its bylaws or articles of
incorporation with at least 30 days notice and provide an opportunity for Bonneville to comment on
any proposed amendments.

13. NOTICES

A. Any notice required under this Agreement shall be in writing and shall be delivered: (a) in
person; (b) by a nationally recognized delivery service; or (c) by United States Certified Mail.

B. Notices are effective when received.

C. Either Party may change its address or its designated representative for notices by giving notice of
such change consistent with this section.

D. Notice shall be given:
If to the Foundation to:

Margie Gardner, Chief Executive Officer
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Bonneville Environmental Foundation
Portland, Oregon 97204
503-248-1905

Fax 503-248-1908
mgardner@b-e-f.org

If to Bonneville to:

Terry Oliver, Chief Technology Innovation Officer
Bonneville Power Administration

P.O. Box 3621

Portland, OR 97208-3621

503-230-5853

Fax 503-230-4456

tvoliver@bpa.gov

14, GOVERNING LAW AND DISPUTE RESOLUTION
A. Governing Law
This Agreement shall be interpreted consistent with and governed by federal law.

Except as otherwise provided in this Section 15, the Parties agree to resolve any dispute arising under
this Agreement according to the binding arbitration procedures attached to this Agreement as Exhibit
B.

The Foundation and Bonneville shall identify issue(s) in dispute arising out of this Agreement and
make a good faith effort to negotiate a resolution of such disputes before either may initiate litigation
or arbitration. Such good faith effort shall include discussions or negotiations between the Parties’
executives.

Pending resolution of a contract dispute or contract issue between the Parties or through formal
dispute resolution of a contract dispute arising out of this Agreement, the Parties shall continue
performance under this Agreement unless to do so would be impossible or impracticable.

Unless the Parties engage in binding arbitration as provided for in this Section 14 and Exhibit A, the
Parties reserve their rights to individually seek judicial resolution of any dispute arising under this
Agreement.

B. Judicial Resolution

Final actions subject to Section 9(e) of the Northwest Power Act are not subject to arbitration under
this Agreement and shall remain within the exclusive jurisdiction of the United States Court of
Appeals for the Ninth Circuit. Such final actions include, but are not limited to, the establishment
and the implementation of rates and rate methodologies. Any dispute regarding any rights or
obligations of the Foundation or Bonneville under any rate or rate methodology, or Bonneville
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policy, including the implementation of such policy, shall not be subject to arbitration under this
Agreement.

For purposes of this section 14 and Exhibit A, “Bonneville policy” means any written document
adopted by Bonneville as a final action in a decision record or record of decision that establishes a
policy of general application or makes a determination under an applicable statute or regulation.

If Bonneville determines that a dispute is excluded from arbitration under this Section 14, then the
Foundation may apply to the federal court having jurisdiction for an order determining whether such
dispute is subject to nonbinding arbitration under Exhibit A.

15. STANDARD PROVISIONS
A. Amendments

Except where this Agreement explicitly allows for one Party to unilaterally amend a provision or
exhibit, no amendment of this Agreement shall be of any force or effect unless set forth in writing
and signed by authorized representatives of each Party.

B. Assignment
This Agreement is binding on any successors and assigns of the Parties.

Neither Party may otherwise transfer or assign this Agreement, in whole or in part, without the other
Party’s written consent. Such consent shall not be unreasonably withheld.

C. Information Exchange and Confidentiality

The Parties shall provide each other with any information that is reasonably required,
and requested by either Party in writing, to administer this Agreement.

Such information shall be provided in a timely manner. Information may be exchanged
by any means agreed to by the Parties.

Bonneville may use such information as necessary to perform its obligations under this
Agreement.

Before the Foundation provides information to Bonneville that is confidential, or is
otherwise subject to a privilege or nondisclosure, the Foundation shall clearly designate
such information as confidential. Bonneville shall notify the Foundation as soon as
practicable of any request received under the Freedom of Information Act (FOIA), or
under any other federal law or court or administrative order, for any confidential
information. Bonneville shall only release such confidential information to comply with
FOIA or if required by any other federal law or court or administrative order.

Funding Agreement for the Bonneville Environmental Foundation Page 13 of 15
Contract No. 11EO-40087



Bonneville shall limit the use and dissemination of confidential information within
Bonneville to employees who need it for purposes of administering this Agreement.

D. Entire Agreement
Exhibits A, B, and C are hereby incorporated as part of this Agreement.

This Agreement, including documents expressly incorporated by reference, constitutes the entire
agreement between the Parties with respect to the subject matter of this Agreement.

It supersedes all previous communications, representations, or contracts, either written or oral, which
purport to describe or embody the subject matter of this Agreement.

The body of this Agreement shall prevail over the Exhibits to this Agreement in the event of a
conflict.

E. Exhibits

The exhibits listed in the table of contents are incorporated into this Agreement by reference.
The body of this Agreement shall prevail over an Exhibit to this Agreement in the event of a conflict.

F. No Third-Party Beneficiaries

This Agreement is made and entered into for the sole protection and legal benefit of the Parties, and
no other person shall be a direct or indirect legal beneficiary of, or have any direct or indirect cause
of action or claim in connection with this Agreement.

G. Waivers

No waiver of any provision or breach of this Agreement shall be effective unless such waiver is in

writing and signed by the waiving Party, and any such waiver shall not be deemed a waiver of any
other provision of this Agreement or of any other breach of this Agreement.

H. Severability

If any term of this Agreement is found to be invalid by a court of competent jurisdiction then such
term shall remain in force to the maximum extent permitted by law.

All other terms shall remain in force unless that term is determined by a court of competent
jurisdiction not to be severable from all other provisions of this Agreement by such court.
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16. SIGNATURES

The signatories represent that they are authorized to enter into this Agreement on behalf of the Party
for whom they sign.

For the UNITED STATES OF AMERICA, DEPARTMENT OF ENERGY, ACTING BY AND
THROUGH THE BONNEVILLE POWER ADMINISTATOR

/S/ Stephen J. Wright November 29, 2010

Stephen J. Wright Date
Administrator and Chief Executive Officer
Bonneville Power Administration

For the BONNEVILLE ENVIRONMENTAL FOUNDATION, INC.

/SI Margie Gardner November 19, 2010

Margie Gardner Date
Chief Executive Officer
Bonneville Environmental Foundation, Inc.
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