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Revisions to BPA’s proposed EPP Framework

In response to BPA’s proposed EPP Framework (10/09/07), customers commented that they
want to:

1. avoid market price risk
(suggestions: charge embedded cost, charge nothing & share the costs with Tier 1)
2. avoid inventory risk

(suggestions: allocate based on individual HWM, guarantee a deminimis amount to those
requesting a purchase)

3. have the ability to purchase state-specific EPP

4. honor the existing EPP subscription contract right-of-first refusal (customers commented that the
proposed 2-year right is not honoring contract terms).

Bonneville Power Administration
Issued on November 29, 2007

For Regional Dialogue Discussion Slide 2
Updated on December 3, 2007

Purposes Only -- Pre-decisional




B O NNE V | L L E P O W E R A DMI NI STRATI O N

Revisions to BPA’s proposed EPP Framework (cont.)

In an effort to address customer concerns, BPA evaluated several alternatives to our original EPP
proposal against the following 4 factors:

- Affect on BPA’s ability to market attributes.
- Affect on Tier 1 rates.

- Affect on customer concerns.

- Affect on the region.

BPA did not identify a single EPP alternative which fully resolved customer concerns without
negatively affecting one or more of the above mentioned factors. In addition, many
alternatives increased complexity & uncertainty while others impacted BPA’s ability to make
renewable acquisitions, created inequities or impacted contractual rights.

Because none of the EPP alternatives proved satisfactory, BPA is proposing to market a blend of
RECs instead of EPP (EPP = federal energy ‘deemed’ to be from renewable projects).
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Revisions to BPA’s proposed EPP Framework (cont.)

Converting EPP to RECs would:
e Allow customers to resell attributes they purchased from BPA.
e Provide for a simple, transparent marketing mechanism.

BPA determined the simplest device for providing non-power attributes post FY 2011 will be
RECs. BPA will price these RECs at market to maximize BPA’s ability to purchase renewable
resources and keep Tier 1 rates low.
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Revisions to BPA’s proposed EPP Framework (cont.)

To address customer concerns, BPA will commit to the following:

1. BPA will offer a new (post 2012) contract to customers with existing EPP contract rights. This
new contract will be consistent with BPA’s understanding of how existing contract rights were
marketed.

- b-year, rather than 2-year term, FY 2012-2016. (5-year term = 5-year purchase.)

- This will be a one-time right to purchase a 5-year strip of RECs at a specified price. BPA
will make this offer once, prior to the 2012 rate period. This price may be different than
the one year price offered under Regional Dialogue contracts.

- Includes the right to 130% of amount purchased in 2010-2011. (subject to inventory)
- These contract rights will be BPA’s first inventory obligation.

- Note that current EPP contracts include no right-of-first refusal if EPP is not offered and
there is no obligation for BPA to offer EPP.

- New contracts will create a first right of refusal for purchases after the 5-year term
expires. These new rights will not be based on amounts of EPP purchased under existing
contracts, or amounts purchased during the subsequent 5-years under this offer. These
rights will be based on the rights of first refusal all customers receive under regional
dialogue contracts. Quantity yet to be determined.

2. BPA will include a contract provision obligating BPA to offer RECs generated from Tier 1
resources first to requirements customers (prior to IOU’s and marketers).
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Revisions to BPA’s proposed EPP Framework (cont.)
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BPA will provide at least 0.25aMW to all customers who make a request to purchase (less if
customer requests less),

e subject to inventory after meeting existing EPP contract rights (under #1) and

e existing regional dialogue contract rights (under #7).
A request to purchase is a commitment to purchase.
RECs will be priced at market, annually for years 2012-1017 and each rate period post 2017.
Resale will be allowed.

Annual right-of-first refusal for the following year in years 2012-2017 and for the following rate
period post 2017; for an amount purchased during the current year (2012-2017) or rate period
(post 2017).

Maximum term: 2012-2017 = one year, post 2017= one rate period.

For Regional Dialogue Discussion Slide 6




B O NNE V | L L E P O W E R A DMI NI STRATI O N

Principles for REC Sales

I
1. RECS will be Available to Requirements Customers. Environmental attributes from Federal
resources used to establish Tier 1 rates (including augmentation purchases) and environmental
attributes not specifically bundled with the energy from resources used to establish Tier 2 rates
will be offered as EPP RECs to all requirements customers.

2. Tier 2 Alternatives that Include Environmental Attributes. BPA’s current proposal is to bundle
environmental attributes with renewable Tier 2 rates and specific vintage renewable Tier 2
rates. Additional information about these arrangements is available in the BPA Tier 2
Framework presentation.

3. REC Commitment Term. Customers may commit to purchase RECs annually for the first 6 years
(through 2017) and on a rate period basis there after. Purchases include a first right of refusal in
a subsequent year (first 6-years) and subsequent rate period in the latter years, for the average
of the quantity purchased during the previous year/rate period.

4. Pricing. Pricing of RECs will be made annually for the first 6 years and every rate period there
after. Price will be an estimate of market value.
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Principles for REC Sales, cont.

5. Order of preference

A.) honor new contracts based on existing EPP contract rights (slide 5, #1). These rights are up to
130% of the avg. amount purchased in FY2010-1011,w/ 5-year term. These customers would have
a one-time choice between this right and the rights provided under the new regional dialogue
contracts (see B).

B.) subject to remaining inventory, 0.25aMW will be allocated to all requirements customers
making a purchase request. A request to purchase will be treated as a commitment. Once
purchased, these deminimis amounts will become a right of first refusal for the following year (FY
2012-2017) and following rate period (post 2017).

C.) Other amounts sold under #5 which receive a right of first refusal.
D.) Deminimis requests made in later years which do not have a first right of refusal.
E.) New purchases and purchase requests in excess of the deminimis amounts made in later years.

6. If requests exceed supply, BPA will distribute RECs remaining after 5(B) using a pro rata
allocation formula based on customer’s HWM. Formula: (customer’s contractual HWM x remaining
inventory)/(BPA’s total contract HWM) Formula will be applied to all remaining REC purchase
requests. Faisfermuta-wilH-tHmitpurehasereguestto-customersHWM. Any environmental
attributes not sold as RECs to requirements customers will be sold on the open market as RECs at
prices and terms determined by the Bulk Hub.

7. EPP and the Rate Credit Program in FY 2010-11. Beginning in FY 2010, BPA will likely recommend
that EPP not be eligible for the Renewable Rate Credit. REC eligibility for the Renewable Rate
Credit is yet to be determined.

8 ﬁsale of RECS ISErgvllorr(])nmental attributes associated with RECs may be transferred or raSgH
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