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MOU No. 09PB-12006

MEMORANDUM OF UNDERSTANDING
BETWEEN
BONNEVILLE POWER ADMINISTRATION
AND
ALCOA, INC.
OF THE
PROCESS NECESSARY TO ESTABLISH A POWER SALES CONTRACT
FOR THE FY 2012 THROUGH FY 2028 PERIOD

BACKGROUND

Alcoa is an aluminum-smelter direct service industrial (DSI) customer of Bonneville
Power Administration (BPA) and until September 30, 2011, is being served under a
Block Power Sales Agreement between BPA, Alcoa, and Whatcom County Public
Utility District.

Representatives of BPA and Alcoa have in recent discussions reached agreement on
a general framework that is intended to serve as the basis for negotiation of a
possible Regional Dialogue power sales contract providing for service from FY 2012
through FY 2028. The framework is incorporated into this MOU and is attached
hereto as Exhibit A.

While this MOU provides the outlines of a possible transaction, the actual terms and
conditions of any future power sales contract would be determined in negotiations by
the parties. Any final draft contract would be subject to public review and comment,
as provided below.

Contract negotiation is anticipated to commence concurrently with a public
involvement process, including a workshop in mid-October, where this MOU would
be presented to all BPA customers.

PURPOSE

The purpose of this MOU is to describe the outline of a possible transaction between
Alcoa and BPA and to establish the process which the parties would follow to
negotiate a Regional Dialogue power sales contract for DSI service from FY 2012
through FY 2028.

RESPONSIBILITIES
Subject to the other terms of this MOU, BPA and Alcoa agree:

1. To negotiate in good faith a draft power sales contract to implement a power
sale by BPA to Alcoa based on this MOU and the public comments received
on this MOU. Expected completion date of a final draft contract is late-
November 2008;

2. Following public review of such final draft contract BPA will issue a Record of
Decision documenting its decisions with respect to the final draft contract,
including whether it will offer Alcoa such contract, an amended version
thereof, or no contract.




IV.

This MOU is not intended and shall not be construed as a commitment to enter into
a power sales contract, nor does it obligate BPA to offer such a contract. Whether a
power sales contract is ultimately offered by BPA to Alcoa is within BPA’s sole
discretion. The parties agree and acknowledge that either party may elect not to
enter into a power sales contract for any reason, notwithstanding the fact that each
of the conditions specified in this MOU are otherwise satisfied. Either party may at
any time withdraw from the process, with no rights obtained or obligations incurred.
Nothing in this MOU constitutes a waiver of either party’s positions regarding
BPA’s authority to offer Alcoa a power sales contract.

PUBLIC REVIEW

If BPA and Alcoa have successfully negotiated a final draft power sales contract,
then in late-November BPA would present such final draft power sales contract for
public review and comment. The parties envision a comment period for the final
draft power sales contract, ending late-December, followed by the publication of a
final Record of Decision by BPA. If BPA has decided in the final Record of Decision
to offer the contract, whether as negotiated or as revised on account of the public
review process, the parties anticipate contract execution in early January.

ENVIRONMENTAL REVIEW

Because this MOU represents merely an agreement to discuss a possible Regional
Dialogue power sales contract and does not commit BPA to a particular course of action,
the MOU is not a federal action requiring review under the National Environmental
Policy Act (NEPA), 42 U.S.C. 4321, et seq. It is possible, however, that BPA may need
to conduct a review under NEPA prior to entering into any power sales contract,
depending on the nature of the commitments actually made in any such contract that is
negotiated. This review would consider the potential environmental impacts of BPA's
proposed action, and would inform BPA's decision on whether or not to proceed with the
proposed action. Alcoa acknowledges BPA must undertake its NEPA obligations in
connection with any future power sales contract.

If you find the above described approach together with the attached framework
acceptable, please sign both copies of this MOU, return a facsimile or PDF copy to
me by 11 a.m. PDT October 10, 2008, and forward one original to me by overnight
mail at your convenience. The remaining copy is for your files.
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