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Mr. Steve Wright

Administrator

Bonneville Power Administration
P.O. Box 3621

Portland, Oregon 97208-3621

Dear Steve,

Having signed contracts committing fo pay long-term for BPA’s power costs, the region’s consumer-
owned utilities have a legitimate expectation that they will be involved in, or at least aware of, decisions
that could obligate the agency to significant costs. It is in our mutual interest that customers have
confidence in a transparent process that ensures that ratepayer funds are put to their best and highest

purpose.

In this light, I felt compelled to write to clarify the standards for public involvement in light of the
example of the twenty-year contract in place between the Bonneville Power Administration {BPA) and the
Bonneville Environmental Foundation. While this contract was signed in January of 2009, the contract
and its accompanying record of decision (ROD) were not released publicly vntil over one year later in
response to a customer inquiry. To our knowledge, there was no notice or outreach 1o the customers who
will be paying for the costs of the program for twenty years in their power rates.

The lack of process around this contract raises concerns, not necessarily because of any distrust that the
intent was to carry-forward an existing program at close to existing funding levels, but rather because: (1)
the contract changed the nature of the funding arrangement, taking the substance of the contract beyond
that of the myriad rencwing contracts the ageney signs for day to day operations and maintenance of the
federal power system; (2) the contract obligates the agency [or twenty years; and (3) the contract contains
provisions allowing the potential for alarmingly high escalation of cast and supplemental payments at the
agency's discretion.

Moving forward with a ROD and contract of this nature without any exiernal notice or public process does
not meet the aspirations held by BPA for openness and transparency. Review and input {rom staff for
public power may well have led to a contract with provisions that more accurately reflect what we
understand to be agency intent. For example, BPA staff indicate that the intent of the funding
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arrangement s to allow only modest increases in funding unless there is exigent need for a specific
increase for a unique project.

I appreciate the effort to date of BPA senior staff Lo determine why this program renewal, ROD, and
contract were not available for review in this instance. | would urge your careful consideration of agency
practices, and would pose the following questions:

(1) What are the specific agency criteria for triggering public or customer-oriented process for review of
BPA contracts?

(2) What are the specific criteria for issuing a Record of Decision?

(2) If contracts have escalation or supplementation clauses, what level of escalation ot supplementation
triggers customer outreach?

(3) What internal process does the agency enlist to decide whether public or customer review is
warranted, and who are the decision-makers in that process?

(5) Are there other RODs or contracts from the past year that have not been posted publicly but that have
attributes warranting public release?

Your response to these questions would be most appreciated so that PPC and its members can provide
appropriate feedback to the agency. If the policies are unclear at this time, we stand ready 1o assist in
offering guidance for establishing adequate protections.

Sincerely,

/

— ——— -
' Ty N
- k} [l
- L VAN —

Scott Carwin
Executive Director
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P.Q. Box 3621 cc: FO3, DKN/Wash, L-7, DK-7, P-6
Portland, Oregon 97208

SUBJECT: BPA’s 2009 contract with the Bormeville Environmental Foundation

Dear Administrator Wright:

The Canby Utility Board (“Canby™) joins the Public Power Council in raising concerns
about the secrecy with which the Bouneville Power Administration (“BPA”) negotiated a
20-year contract with the Bonneville Environmental Foundation (“BEF").

BPA did not notify customers it was negotiating the contract with BEF, Furthermore,
BPA posted the BEF contract and the accompanying Record of Decision (“ROD"”) on its
website 13 months after they were executed.

We note that BPA’s contract with BEF is a sole-source agreement that authorizes BPA to
pay BEF up to $2 billion over the 20-year contract term. BEF recently established a
profit-making subsidiary to finance and manage renewable energy projects. Itis
therefore not accurate to describe or think of BEF as simply a non-profit entity.

Furthermore, BPA'’s role in appointing a representative to the Board of BEF raises
potential conflict-of-intergst issues that warrant a closer exemination. Although BPA
states in the ROD that its representative has no voting power on the BEF board and owes
no fiduciary duty to BEF, this assertion warrants additiona] scrutiny. Does BPA's
representative have access to confidential BPA or BEF information? Can BPA’s
representative on the BEF board use his or her influence at BPA to obtain additional BPA
funds for BEF?

The Recurring Problem of Transparency
Canby worked hard six years ago to encourage BPA to create a designated place on
BPA's website where it would post all of its RODs in a timely fashion. The RODs are

BPA’s decision-making documents; they explain why BPA decided to do something
(e.g., sign a contract, establish a rate, revise a policy, etc.).

154 N.W. First Avanue * P.O. Box 1070 « Canby, OR 97013 - Tel: 503 266 1156 + Fax: 503 263 6621
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We spent time in 2004 meeting with Congressional staff in Washington, D.C., educating
them about the need for BPA to become more transparent and more effectively inform its
customers and members of Congress about its major decisions.

The issue for us was not just one of prompt disclosure. There were — and are - legal
ramifications raised by BPA’s refitsal to publish its RODs when they are executed.
Under the Northwest Power Act, customers or others who seek to challenge a final BPA
action must do so by filing a petition with the U.S. Court of Appeals for the Ninth Circuit
within 90 days of the BPA action. 16 U.S.C. § 8391(e)(5).

As we explained to members of Congress, it is difficult, if not impossible, for customers
to know if or when to challenge a BPA decision if BPA keeps secret some of its RODs.
The pattern - until that point — was that BPA would publish some RODs and keep others
private. BPA, for example, had kept secret its 2001 RODs for BPA’s load reduction
agreements with PacifiCorp and Puget Sound Energy that contained the infamous
“‘poison pill” provision. BPA only released the RODs in 2003 in response to a Freedom
of Information Act request from The Oregonian.

We were pleased BPA responded positively in 2004 w Canby and members of Congress
who agreed with Canby's concems. BPA said it would place its RODs on its website and
would disclose them promptly after they were signed,

As best we can tell, BPA has complied with its own disclosure procedures until it signed
the BEF contract in secrecy in January 2009. Wc therefore view BPA’s failure to release
and post the ROD for the BEF contract as an unwelcome return to its old practice.

We believe BPA’s ROD for the BEF contract is the first one BPA has prepared since it
started supporting the BEF in 1998. At that ime, Canby went on record asking BPA to
prepare 8 ROD on the agreement and its “‘green marketing program” and to explain how
BEF would use BPA money. BPA declined to do so.

We therefore request that you answer the following questions regarding the negotiation
process and the substance of the current BPA-BEF agreement, which has & potential price
tag that dwarfs the prior agreement.

Questions

1. Why did BPA delay posting the contract and ROD for 13 months — until late
February 20107

2. Who prepared the ROD?

3. Who was responsible for posting the BEF contract and ROD?
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10.

11.

Do you agree that the maximum potential cost to BPA of the BEF contract is
roughly $2 billion? In other words, if BPA paid the maximum allowable payment
each year to BEF, the total sum could reach or even exceed that amount, We
have attached an Excel spreadsheet that shows our analysis of the total raximum
costs that BPA could incur under the 20-year contract. {s our analysis accurate?

Are the provisions in section 6C(iv), allowing BPA to increase the base payment
by as much as 33% each year, and section 6(12), allowing BPA to make
discretionary supplemental payments, what BPA intended when BPA drafted the
contract? Are those provisions a mistake?

If they are a mistake, does BPA intend to re-open the BEF contract to negotiation

end/or prepare a supplemental ROD on a revised contract?

Does BPA intend to place all of the costs associaled with the BEF cortract in the
Tier 1 cost pool? If so, why? Please explain why Tier 1 should bear the costs
associated with renewable energy development that BEF and/or its profit-making
subsidiary might undertake in coming years.

Did BPA ask the U.S. Department of Energy (“DOE") to review the draft BEF
contract and ROD prior to their execution? Is there a dollar amount that
automatically “triggers” a requirement for BPA to seck advance DOE approval of
a contract? What is the dollar amount?

Does BPA have a seat on BEF's Board of Directors? We note section 9 of the
BPA-BFF contract states that BPA may designate an *ex officio member” of the
BEF Board, Has BPA's representative to the BEF Board exercised a vote in the
past? What limits BPA's representative from casting votes on the BEF Board in
the future?

The BEF incorporation papers and by-laws, attached as appendices to the ROD,
miake no mention of a BPA seat on the BEF Board. Why do BEF documents not
clearly state thar BPA has an ex officio seat on the Board?

Do federal ethics laws require BPA's representative to the BEF Board (Anita
Decker, BPA’s deputy administrator) to obtain a waiver under 18 U.S.C. §
208(b)? Has she done so? Did Decker's predecessor, Steve Hickok, obtain a
waiver? This issue is important because BPA typically obtains waivers for its
employees if they serve on Boards of non-profit entities that do business with
BPA and/or have a stake in regional power issues.

P.84.96
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12, We understand that BPA general counsel Randy Roach’s wife, Marilyn, works as
BEF’s part-time marketing coordinator. Did Mr. Roach recuse himself from
participating in BEF decisions? When? Are there other BPA employses who
have a financial interest in BEF activities? (f so, how does BPA “screen’™ those
employees from participating in BEF activitics?

Conclusion

BPA’s sole source contract with BEF — which has an estimated total cost of $2 billion,
and which BPA negotiated in private with no public input — raises important legal and
policy questions that BPA should answer promptly.

We understand BPA has an important role under the Northwest Power Act in funding
energy efficicncy, renewable energy and watershed restoration activities for salmon and
other wildlife. But BPA is also under a statutory obligation to make decisions that reflect
sound business principles, that comply with public disclosure requirements, and that
avoid conflicts of interest.

We look forward to receiving your responses to our questions.

Thank you.

Sincerely, d ?

Dirk Borges
General Manager

cc:  Mr. Scott Corwin, Executive Director
Public Power Council

Mr. Ben Tansey, Senior Writer
Clearing Up
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Bonneville Environmental Foundation

C. Base Payments & D. Supplemental Paymaents Calcuiation

Total
Annual Paid

Year Base inflator Adjusted Supplemental
Payment 33% Base Payment Payment

4/1/2009 $ 1,300,000.00 $ - 1,300,00000 3% -

41112010 1,300,000.00 429,000.00 1,729,000.00 1,300,000.00
4172011 1,728,000.00 570,570.00 2,299,570.00 1.729,000.00
4/1/20%2 2,299,570.00 758,858.10 3,058,428.10 2,299,570.00
4172013 3,058,428.10 1,008,281.27 4,067,709.37 3,056,428.10
41112014 4 057,709.37 1,342,344 09 5,410,053.46 4,067,709.37
41112015 5,410,053.46 1,785,317 .64 7.185,371.10 5410,053.46
4172016 7,195,371.10 2,374,472.48 9,569,843.56 1.195,371.10
4M2017 9,549,843.56 3,158,048.37 12,727,891.93 8,669,843 56
41112018 12,727 ,891.93 4.200,204.34 16,928,096 27 12,727,891.93
4109 16,928,096.27 5,686.271.77 22,514,3268.04 16,928,096.27
4112020  22,514,368.04 7.429,741.45 29,844,109.49 22,514,368.04
41112024 29,944,109.49 9,881,556.13 39,825,665.62 29,944,109.49
4/12022  39,825,865.62 13,142,469.65 52,968,135.27 39,825,665.62
411/2023  52,968135.27 17.479484.64 70,447,619.91 52.966,135.27
4112024 70,447 ,619.91 23.247,714.57 93,695,334.48 70,447,619.81
412025  93,695,334.48 30,919,460.38 124,614,794 .86 93,695,334.48
41172026  124,614,794.86 41,122,882.30 165,737,677.16  124,614,794.86
4112027 165737 677.16 54,693.433.46 22043111062  165,737677.16
4/4/2028  220,431,110.62 72.742,266.50 293,173,377.12  220,431,110.62

1,300,000.00
3,029,000.00
4,028,570.00
5,357,988.10
7,126,137 47
9477762.83
12,505,424 56
16,765,214.66
92,297,735.49
20,655,888.20
39,442,464.31
52458,477 53
69,769,775.11
92,793,800.89

123415,7566.18 -

164,142,954.30
218,210,120.34
290,352,472.02
386.168,787.78
513,604,487.74

Tolal $ 8B85,764,770.24 $ 201 873,377.12 § 1,177,638,156.36 § 884,464,779.24

;[olal

Cumulalive Pald

$

1,300,000.00
4,328,000.00
8,357,570.00
13,715,568.10
20,841,705.57
30,319,468.40
42,924,892.96
59,680,107.62
84,087 843 11
111,643,631.31
151,086,285.62
203,544,773.15
273,314,548.26
366,108,349.15
489,524,104.33
653,667 056.72
871,977,188.06

1,162,328,660.08
1,548,408 447 86

2,062,102,935.60

IR~ -SA—-H

T2:bT
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1298 £92 £685
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Bonneville Power Administration
P.O. Box 3621
Portlang, Oregon 97208-3621

EXECUTIVE OFFICE

JUN 2 3 2010
In reply refer to: DKR-7

Mr. Scott Corwin

Executive Director

Public Power Council

825 NE Multnomah, Suite 1225
Portland, OR 97232

Dear Mr. Corwin:

Thank you for your letter questioning the process used by the Bonneville Power Administration
(BPA) to enter into a long-term contract with the Bonneville Environmental Foundation (BEF).
I considered carefully your points about our lack of transparency in entering into the contract.
At the end of the day, I must admit that BPA could have better met the standards for public
notice and outreach that you have come to expect. Itake accountability for this and regret not
meeting those standards.

With respect to the concerns that have been raised that the agreement could result in annual
payments of $2 billion, I am confident that is not a result BPA or BEF intended or one that
BPA would have allowed. Unfortunately the terms of the agreement could be interpreted

in a manner that does not preclude significant funding increases that were never intended by
BPA or BEF. As aresult, we are working with BEF to renegotiate a proposed new agreement
for clarity of terms. BEF is a willing partner in this discussion. BPA will submit the proposed
new agreement for regional review and comment and will then complete a fully responsive
Administrator’s Record of Decision (ROD), which we will publicly post along with the final
new agreement.

BPA and the BEF have a strong track record of working collaboratively together to achieve
regional goals for renewable energy generation and environmental stewardship. With the
execution of the Regional Dialogue 20-year power sales contracts with our preference utility
customers, the previous funding model for BEF would no longer be effective. This is due, in
part, to BPA’s decision to do away with the Environmentally Preferred Power program, and
instead transfer the environmental attributes of its power supply to its preference customers for
their benefit in meeting renewable electricity mandates. Nevertheless, I believe that BEF plays
an innovative and cost-effective role in complementing BPA’s environmental responsibilities.
For these and other reasons, I approved the contract with BEF to run concurrently with our
Regional Dialogue contracts. The intent was to continue that relationship at approximately the
same levels as we have historically funded BEF.
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We also unintentionally neglected to post a timely notice of the current contract and the final
ROD. Consequently, I have directed the establishment of formatl systems for posting RODs in
a timely manner on BPA’s website.

Scott, again, I appreciate your legitimate concerns and your tenor in framing them. My goal is to
attain the standards for transparency and regional involvement in decision making your letter
challenges us to maintain. I am also attaching responses to the five specific questions you asked
about our notice and decision processes, Please let me know if you have additional questions.
Sincerely,

Stephen J. Wrigl/

Administrator and Chief Executive Officer

Enclosure: Response to questions

cc: Dirk Borges -




Attachment 3

ANSWERS TO QUESTIONS

1. What are the specific agency criteria for triggering public or customer-oriented
process for review of BPA contracts?

BPA is committed to providing appropriate opportunities for the public and its
customers to participate in BPA's decision-making process. As part of that
commitment, in 1981, BPA initially adopted the Procedure for Public Participation in
Major Regional Power Policy Formulation (46 Fr 2638, Mary 12, 1981} with was
subsequently amended in 1986. BPA’s Policy for Public Involvement (51 FR 27240,
July 30, 1986} is the amended version. BPA’s Policy for Public Involvement reflects
the flexibility reserved for the Administrator, balanced against BPA's commitment to
public involvement. The Policy for Public Involvement distinguishes between major
regtonal power policies and other BPA actions for which BPA may conduct public
involvement.

The first category, major regional power policy, is defined as including “an agency
statement of future effect and general applicability designed to implement, limit or
prescribe policy which the Administrator identifies as involving major regional power
issues. The term major regional power policy does not include the development and
execution of particular agreements, contracts, or other instruments between BPA and
its customers, except for those generic agreements, contracts, or other instruments
which the Administrator identified as establishing major regional power policy.” 51
FR 27240 at 27224]. When an action is considered to be a major regional power
policy, BPA’s Policy for Public Involvement requires that BPA conduct a public or
customer-oriented process for review and comments. Id. at 27242-43.

For the second category, other BPA actions, the Administration has discretion in
deciding which actions to submit to the public for review and comment. In making
the decision to submit the action, the Administrator may consider

a number of factors such as:

1. The precedential nature of the action;

2. Whether and when public support is required for effective
implementation of the contemplated action;

The effect on BPA and its customers;

The impact of the proposed action on the public;

5. The particular segment(s) of the public which can be expected
to be interested in the action;

The level of public interest;

The time available for public involvement; and

The existence of previous or concurrent public involvement
activities on similar action.

B

P>

Id. at 27243,

Enclosure 1
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Beyond the policy we have taken action over the last few years to provide increased
transparency to decisions that have even relatively modest financial impacts to
customers such as some settlements of litigation. It is my belief that the new long-
term contracts place a greater onus on us in terms of transparency.

2. What are the specific criteria for issuing a Record of Decision?

In some situations, BPA 1is statutorily required to issue a record of decision. For
example, BPA is required to issue a written decision based on the record developed to
acquire major resources, 16 USC § 839d(c)(1)(D), and to establish rates (16 USC §
839e(i)(5)). In other cases, BPA is required by its own policies to issue a Record of
Decision. For instance, under its Policy for Public Involvement, BPA is required to
1ssue a decision document at the conclusion of the public process for major regional
power policies. 51 FR 27240 at 27243. In still other cases, the BPA action being
proposed is such that compliance with the National Environmental Policy Act
(NEPA) and its implementing regulations is required before the action can be taken.
For a proposed action addressed in an Environmental Impact Statement (EIS)
prepared specifically for that action, BPA will prepare and issue a ROD consistent
with Council on Environmental Quality (CEQ) and DOE NEPA regulations. 40 CFR
1505.2 and 10 CFR 1021.315. For a proposed action that BPA determines is
sufficiently covered in a previously prepared programmatic EIS, BPA may determine
that it is appropriate to prepare and issue a ROD for the proposed action that is tiered
to the programmatic EIS. And finally, even when not required by statute, regulation,
or BPA policy, the Administrator may decide to issue a written record of decision
based on other policy reasons. These are assessed on a case-by-case basis.

3. If contracts have escalation or supplementation clauses, what level of escalation or
supplementation triggers customer outreach?

There is no specific level of escalation or supplementation that triggers customer
outreach although we have increased transparency with respect to actions that incur
costs, we have not established a threshold as we have believed that there is no one
size fits all approach to determining what is worthy of public comment.

4. What internal process does the agency enlist to decide whether public or customer
review is warranted, and who are the decision-makers in that process?

The Administrator is the ultimate decision-maker in whether to conduct a public or
customer review of a proposed BPA action. In some cases, there is no internal
decision making process because BPA is required by statute or regulation to conduct
a public or customer review and comment process. See above. In other cases, the
decision is made as part of the decision making process on the activity or policy itself.

Enclosure 1
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5. Are there other RODS or contracts from the past year that have not been posted
publicly but that have attributes warranting public release?

BPA issued numerous Records of Decision over the past year. We have determined
that 18 were not correctly posted to BPA's external web RODs page. They were
posted instead on other external web pages for Power Services and Rates. A list of
those RODs and where they were posted is attached. BPA is correcting this and is
posting these RODs at http://www.bpa.gov/corporate/pubs/rods/.

Enclosure 1
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2009 Records of Decision
Posted to the RODs Web Page and Power Web Page
12/2009 ROD for Alcoa (Regional Dialogue)
Posted to the Power Web Page (Regional Dialogue, Rate Case)
3/2009 ROD and Revised 5(b)(9)c (Regional Dialogue)
8/2009 ROD for Tiered Rate Methodology Supplemental Rate Proceeding

(Corporate/Rate Case)

12/2009 ROD for Port Townsend (Regional Dialogue)
Posted to Finance and Rates Web Page
6/2009. FY 2009 Final ASC Reports for Avista
6/2009 FY 2009 Final ASC Reports for Franklin
6/2009 FY 2009 Final ASC Reports for Idaho Power
6/2009 FY 2009 Final ASC Reports for NorthWestern
6/2009 FY 2009 Final ASC Reports for PacifiCorp
6/2009 FY 2009 Final ASC Reports for Portland General
6/2009 FY 2009 Final ASC Reports for Puget Sound
7/2009 FY 2010-2011 Final ASC Reports for Avista
7/2009 FY 2010-2011 Final ASC Reports for Franklin
7/2009 FY 2010-2011 Final ASC Reports for Idaho Power
7/2009 FY 2010-2011 Final ASC Reports for NorthWestern
7/2009 FY 2010-2011 Final ASC Reports for PacifCorp
7/2009 FY 2010-2011 Final ASC Reports for Portland General
7/2009 FY 2010-2011 Final ASC Reports for Puget Sound

7/2009 FY 2010-2011 Final ASC Reports for Snohomish County PUD
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Bonneville Power Administration
P.O. Box 3621
Partland,-Oregon 597208-3621

EXECUTIVE OFFICE

JUN 2 3 2010

In reply refer to: DKR-7

Mzr. Dirk Borges, General Manager
Canby Ultility

P.O. Box 1070

Canby, OR 97013

Dear Mr. Borges:

Thank you for the letter regarding the agreement between the Bonneville Power Administration
(BPA) and the Bonneville Environmental Foundation (BEF). The agreement provides funding
over 20 years to the BEF to support activities that complement BPA’s regional renewable energy
and environmental responsibilities under the Northwest Power Act.

Having reviewed the concerns expressed by you and others in the region, I believe that BPA
could have better met the expectations of BPA’s customers and constituents for public notice and
transparency in the decision making process that led to the execution of the agreement. I take
responsibility for this and regret it.

With respect to the concern you have raised that the agreement could result in annual payments
of $2 billion, I am confident that is not a result BPA or BEF intended or one that BPA would
have allowed. Unfortunately the terms of the agreement could be interpreted in a manner

that does not preclude significant funding increases that were never intended by BPA or BEF.

As a result, we are working with BEF to renegotiate a proposed new agreement for clarity of
terms. BEF is a willing partner in this discussion. BPA will submit the proposed new agreement
for regional review and comment and will then complete a fully responsive Administrator’s
Record of Decision (ROD), which we will publicly post along with the final new agreement.

BPA and the BEF have a strong track record of working collaboratively to achieve regional goals
for renewable energy generation and environmental stewardship. With the execution of the
Regional Dialogue 20-year power sales contracts with our preference utility customers, the
previous funding model for BEF would no longer be effective. This is due, in part, to BPA’s
decision to discontinue the program for sales of Environmentally Preferred Power and instead
transfer the environmental attributes of its power supply to its preference customers for their
benefit in meeting renewable electricity mandates. Nevertheless, I believe that BEF plays an
innovative and cost effective role in complementing BPA's environmental responsibilities. For
these and other reasons, I approved an agreement with BEF to run concurrently with cur
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Regional Dialogue contracts. Our intent was to continue that relationship at approximately the
same levels as we have historically funded BEF. While not noted in your comments, the
agreement does have a termination with notice provision and the ability to reduce payments in
the event of financial duress for BPA.

Our role in the collaborative relationship with BEF includes a liaison to BEF’s Board of
Directors. This position has sometimes been labeled an “ex officio” member of the Board,
meaning the BPA representative is not an official member of the Board, does not have voting
status, and owes no fiduciary duty to BEF. I believe this participation is a prudent way to
provide oversight and to ensure that BPA funds are used by BEF in a way that complements
BPA’s mission.

You express concern and frustration that BPA did not meet your expectations for transparency
in decisionmaking. 1 agree, and I am accountable for what was an unintended, but still
unacceptable, breakdown in notice and publication for the contract decision. I have directed the
establishment of formal systems for posting RODs in a timely manner on BPA’s website.

I hope that this addresses the concerns you have identified.

Sincerely,

T

Stephen J. Wright
Administrator and Chief Executive Officer

Enclosure: Response to questions

cc: Scott Corwin, PPC
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ANSWERS TO QUESTIONS

1. Why did BPA delay posting the contract and ROD for 13 months - until late
February 2010?

BPA’s delay in posting the Bonneville Environmenta! Foundation (BEF) contract and
Record of Decision (ROD) was not intentional, Both the contract and the ROD were
posted as soon as we were made aware of the omission. Since then, we are updating
our policy for posting RODs to BPA’s external website.

2. Who prepared the ROD?

The BEF ROD is an agency work product and not an individual effort.
A team of BPA staff wrote and reviewed the ROD.

3. Who was responsible for posting the BEF contract and ROD?
The problem was a lack of clear accountability. That is being corrected.

4. Do you agree that the maximum potential cost to BPA of the BEF contract is
roughly $2 billion? In other words, if BPA paid the maximum allowable payment
each year to BEF, the total sum could reach or even exceed that amount. We have
attached an Excel spreadsheet that shows our analysis of the total maximum costs
that BPA could incur under the 20-year contract. Is our analysis accurate?

Because the actions could only be implemented at BPA's discretion we do not agree
that your $2 billion cost estimate is a legitimate interpretation of the contract.
However, we are working with BEF to renegotiate a proposed new agreement with
annual funding and escalation terms that are clearer and without the potential for
substantial increases.

5. Are the provisions in section 6C(iv), allowing BPA (o increase the base payment by
as much as 33% each year, and section 6(D), allowing BPA to make discretionary
supplemental payments, what BPA intended when BPA drafted the contract? Are
those provisions a mistake?

We believe the contract was intended to provide some limited flexibility if BEF could
provide substantial added value to BPA’s mission.

Enclosure 1
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6.

If they are a mistake, does BPA intend to re-open the BEF contract to negotiation
and/or prepare a supplemental ROD on a revised contract?

See response to question four, and the attached cover letter.

Does BPA intend to place all of the costs associated with the BEF contract in the
Tier 1 cost pool? If so, why? Please explain why Tier 1 should bear the costs
associated with renewable energy development that BEF and/or its profit-making
subsidiary might undertake in coming years.

When setting forth the Tiered Rate Methodology, BPA and rate case parties
recognized that certain costs that were not directly attributable to the acquisition of
resources to serve the load growth of utilities needed to be included in the Tier 1 cost
pool. The BEF costs are an example of this type of cost. They are not directly
attributable to a purchase to serve loads at a Tier 2 rate; therefore, they are in the Tier
1 cost pool.

Did BPA ask the U.S, Department of Energy (“DOE?) to review the draft BEF
contract and ROD prior to their execution? Is there a dollar amount that
automatically “triggers' a requirement for BPA to seek advance DOE approval of
a contract? What is the dollar amount?

No, BPA did not ask DOE to review the draft BEF contract and ROD prior to
execution. There is no dollar amount that triggers a requirement for BPA to seek
advance DOE approval of a contract.

Does BPA have a seat on BEF's Board of Directors? We note section 9 of the BPA-
BEF contract states that BPA may designate an "ex officio member" of the BEF
Board. Has BPA's representative to the BEF Board exercised a vote in the past?
What limits BPA's representative from casting votes on the BEF Board in the
Juture?

BPA has a representative to the BEF Board that is labeled in the BPA-BEF contract
as an ex-officio member of the Board. The BEF Articles of Incorporation and Bylaws
specify that BPA will have a liaison to the BEF Board who represents BPA’s interests
to the BEF Board and is not a voting director. In practice, the terms “liaison” and
“ex-officio” have been used interchangeably, meaning a person who is not an official
member of the Board and does not vote on Board matters but who provides oversight
of BPA’s funding and represents BPA’s interests to the BEF Board. BPA's
representative has never exercised a vote and is prevented from doing so by the BEF
Articles of Incorporation and Bylaws.
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10. The BEF incorporation papers and by-laws, attached as appendices to the ROD,
make no mention of a BPA seat on the BEF Board. Why do BEF documents not
clearly state that BPA has an ex officio seat on the Board?

Again, the terms “ex-officio” and “liaison” have been used interchangeably; the BEF
Articles of Incorporation and Bylaws address the liaison role.

The BEF Articles of Incorporation state:
“ARTICLE VIL Bonneville Power Administration Liaison

The Administrator of Bonneville (the "Administrator") shall designate an
employee of Bonneville (the "Bonneville Representative) to be the Bonnevilie
liaison to the Board. The Bonneville Representative shall represent Bonnevilie's
interests and will have no fiduciary duty to the Foundation.”

The BEF Bylaws state:
“ARTICLE IV. Board of Directors
Section 4.03. Bonneville Power Administration Liaison. The Administrator of
Bonneville (the Administrator) shall designate an employee of Bonneville (the
Bonneville Representative) to be the Bonneville liaison to the voting Directors.
The Bonneville Representative shall represent Bonneville's interests and will have
no vote and no fiduciary duty to the Foundation.”

11. Do federal ethics laws require BPA's representative to the BEF Board (Anita
Decker, BPA's deputy administrator) to obtain a waiver under 18 U.S.C. 5 208(b)?
Has she done so? Did Decker's predecessor, Steve Hickok, obtain a waiver? This
issue is important because BPA typically obtains waivers for its employees if they
serve on Boards of non-profit entities that do business with BPA and/or have a
stake in regional power issues. :

No. The ethics laws do not require a waiver because the liaison position is not an
official member of the Board, does not vote on Board matters, and has no fiduciary
duty to the Foundation and thus presents no conflict of financial interest.

12. We understand that BPA general counsel Randy Roach's wife, Marilyn, works
as BEF'’s part-time marketing coordinator. Did Mr. Roach recuse himself from
participating in BEF decisions? When? Are there other BPA employees who have
a financial interest in BEF activities? If so, how does BPA ''screen'' those
employees from participating in BEF activities?

Randy Roach, BPA’s General Counsel, has recused himself from all BEF processes
and activities from the time his wife became a BEF employee.

Enclosure 1
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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;

Funding Agreement for the Bonneville Environmental Foundation Page 1i1
Contract No.



Attachment 5

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;

Funding Agreement for the Bonneville Environmental Foundation Page iv
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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 Report” means the report prepared by the Foundation after the end of each Fiscal Year
setting forth the Foundation’s current financial condition, and describing its accomplishments
over the past year, including its expenditures of funds that advanced the Bonneville Mission.

“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., and does not include its

subsidiary, Bonneville Environmental Foundation Renewables, 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

Funding Agreement for the Bonneville Environmental Foundation Page 6 of 15
Contract No.



Attachment 5

associated habitat—and under other legislation to provide power, transmission and other services
and benefits to its customers and stakeholders.

. “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.

4. TERM

The term of this Agreement shall be twenty years unless terminated by either Party pursuant to
Section 5 of this Agreement.

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. In its 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.

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

Funding Agreement for the Bonneville Environmental Foundation Page 7 of 15
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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. The Foundation
agrees that it shall not allow funds provided by Bonneville to be used by
Bonneville Environmental Foundation Renewables, Inc. for any purpose.

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.

B. Annual Payments
i. Bonneville shall make an Annual Payment to the Foundation each year.
ii. The Annual Payment for Fiscal Year 2010 is $1.3 million.

iii. 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

iv. 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.

Funding Agreement for the Bonneville Environmental Foundation Page 8 of 15
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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.

v. 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.

vi. 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.

7. ANNUAL REPORT

A. Within 90 days of the end of the Fiscal Year, the Foundation shall prepare a draft Annual Report
and provide Bonneville with a copy. The Annual Report shall set forth all activities engaged in,
and financial assistance provided by the Foundation 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 Report shall demonstrate and certify that no funds provided by
Bonneville have been used by Bonneville Environmental Foundation Renewables, Inc. for any
purpose.

B. Bonneville may:

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

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

8. ADDITIONAL SERVICES

Bonneville may contract with the Foundation to procure services above and beyond the scope or
funding amounts provided for by this Agreement.

9. 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.

10. 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.

11. 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.

12. 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.

13. 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.

14. 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
Bonneville Environmental Foundation
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Portland, Oregon 97204
503-248-1905

Fax 503-248-1908
margiegardner@bef.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

15. 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 15 and Exhibit B, 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
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obligations of the Foundation or Bonneville under any rate or rate methodology, or Bonneville
policy, including the implementation of such policy, shall not be subject to arbitration under this
Agreement.

For purposes of this section 15 and Exhibit B, “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 15, 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 B.

16. 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.
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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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17.  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

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

For the BONNEVILLE ENVIRONMENTAL FOUNDATION, INC.

Margie Gardner Date
Chief Executive Officer
Bonneville Environmental Foundation, Inc.
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Exhibit A
Initiation of Arbitration Process

Any contract dispute or contract issue between the Parties arising out of this Agreement, which
is not excluded from arbitration by section 15 of this Agreement, shall be subject to arbitration,
as set forth below.

The Foundation may request that Bonneville engage in binding arbitration to resolve any dispute
arising under this Agreement.

If the Foundation requests such binding arbitration and Bonneville determines in its sole
discretion that binding arbitration of the dispute is appropriate under Bonneville’s Binding
Avrbitration Policy or its successor, then Bonneville shall engage in such binding arbitration,
provided that the remaining requirements of this Exhibit B are met.

Bonneville may request that the Foundation engage in binding arbitration to resolve any dispute.

In response to Bonneville’s request, the Foundation may agree to binding arbitration of such
dispute, provided that the remaining requirements of Section 15 are met. Before initiating
binding arbitration, the Parties shall draft and sign an agreement to engage in binding arbitration,
which shall set forth the precise issue in dispute, the amount in controversy and the maximum
monetary award allowed, pursuant to Bonneville’s Binding Arbitration Policy or its successor.

Nonbinding arbitration shall be used to resolve any dispute arising out of this contract that is not
excluded by section 15 above and is not resolved via binding arbitration, unless the Foundation
notifies Bonneville that it does not wish to proceed with nonbinding arbitration.

Arbitration Procedure

Any arbitration shall take place in Portland, Oregon, unless the Parties agree otherwise. The
Parties agree that a fundamental purpose for arbitration is the expedient resolution of disputes;
therefore, the Parties shall make best efforts to resolve an arbitrable dispute within one year of
initiating arbitration. The rules for arbitration shall be agreed to by the Parties.

Remedies

The payment of monies shall be the exclusive remedy available in any arbitration proceeding
between the Parties.

This shall not be interpreted to preclude the Parties from agreeing to limit the object of
arbitration to a determination of facts.

Under no circumstances shall specific performance be an available remedy against Bonneville.
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Finality

In a binding arbitration, the arbitration award shall be final and binding on the Parties, except
that either Party may seek judicial review based upon any of the grounds referred to in the
Federal Arbitration Act, 9 U.S.C. 81-16 (1988). Judgment upon the award rendered by the
arbitrator(s) may be entered by any court having jurisdiction thereof.

In nonbinding arbitration, the arbitration award is not binding on the Parties. Each Party shall
notify the other Party within 30 calendar days, or such other time as the Parties otherwise agreed
to, whether it accepts or rejects the arbitration award. Subsequent to nonbinding arbitration, if
either Party rejects the arbitration award, either Party may seek judicial resolution of the dispute,
provided that such suit is brought no later than one year after the date the arbitration award was
issued.

Costs
Each Party shall be responsible for its own costs of arbitration, including legal fees.

Unless otherwise agreed to by the Parties, the arbitrator(s) may apportion all other costs of
arbitration between the Parties in such manner as the arbitrator(s) deems reasonable taking into
account the circumstances of the case, the conduct of the Parties during the proceeding, and the
result of the arbitration.
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Exhibit B:
Bonneville Environmental Foundation Articles of Incorporation
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Exhibit C:
Bonneville Environmental Foundation By-Laws
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RESTATED

—_ ARTICLES OF INCORPORATION
of
BONNEVILLE ENVIRONMENTAL FOUNDATION

The undersigned incorporator of Bonneville Environmental Foundaﬁon, an QOregon
nonprofit corporation, adopts the following Restated Articles of Incorporation,
superseding the original articles of incorporation and all amendments to them.

ARTICLE I. Name and Duration

The name of the corporation is Bonneville Environmental Foundatxon (the
. “Foundation”) and its durauon shall be perpetual

ARTICLE II. Type and Purpose

The Foundation is a public benefit corporation. If'is organized and shall be operated
exclusively for charitable, scientific and educational purposes permitted by

Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (“IRC™), or the
corresponding section of any future federal tax laws, on a not-for-profit basis. In
particular, the purposes of the Foundation are to complement the Bonneville Power
Administration’s (“Bonneville™) obligations under the Pacific Northwest Electric Power
Planning and Conservation Act, Public Law 96-501 (“Northwest Power Act”) by:

(1)  accepting and administering private gifts of propert}; to:

(A)  develop or apply new nonhydro renewable energy resources within the
Pacific Northwest consistent with the Northwest Power Act, 16 U.S.C. 839%a;
and/or

(B)  acquire, maintain, preserve, restore, protect, or manage fish and wildlife
habitat within the Pacific Northwest; and

(2)  participating with, making distributions to, or otherwise essisting entities and
individuals to:

(A)  undertske and conduct activities that will further the development or
application of new nonhydro renewable energy resources within the Pacific
Northwest consistent with the Northwest Power Act, 16 U.S.C. 839a; and/or

—_
PDX1A-135502.1 $5990-0005
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(B) ~ acquire, mamta.m preserve, restore, protcct or manage fish and wﬂdhfe
habitat within the Pacific Northwest.

Such purposes are to be accomplished in a manner not inconsistent with the
appropriate power plan and fish and wildlife program, including implementation
activities, adopted by the Pacific Northwest Electnc Power and Conservation Planning
Council (“Council”).

ARTICLE II Rights and O'bligations of the Foundation

To carry out its purposes under these Articles, the Foundanon shall have in.addition
to.the powers otherwise given it under these Articles, the usual powers of a
corporation incorporated under the statutes of the State of Oregon, including the
power: '

(1)  to accept, receive, solicit, hold, administer and use any gift, devise, or bequest,
either absolutely or in trust, of real or personal property or any income therefrom or
other interest therein;

(2)  unless otherwise required by the instrument of transfer, to sell, donate, lease,
invest, reinvest, retain or otherwise dispose of any property or income therefrom; and

(3) . to do any and all acts necessary and proper to carry out the purposes of the
Foundation,

The Foundation shall not engage in activities or exercise any powers that are not in the
furtherance of its specific and primary purposes or that would violate any restnctlons
set forth in these Articles.

ARTICLE IV. Restrictions on Activities

No part of the net earnings of the Foundation shall inure to the benefit of, or be
distributable to members of its Board, its officers, or other private shareholder or
individual, except that the Foundation may pay reasonablé compensation for services
rendered and may make payments and distributions in furtherance of the purposes set
forth in Article II hereof.” No substantial part of the activities of the Foundation shall
be carrying on propaganda, or otherwise attcmptmg, to influence legislation, and the
Foundation shall not participate in or intervene in (including the pubhshmg or
distribution of statements) any political campaign on behalf of or in opposition to any
candidate for public office. Notwithstanding any other provision of these Articles, the
Foundation shall not carry on-any activities not permitted to be carried on (a) by a
corporation exempt from federal income tax under IRC Section 501(c)(3) or the
‘corresponding section of any future federel tax laws and (b) by a corporation,

FDX1A-130502.1 99959-0006
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contributions to which are deductible under IRC Section 170(c)(2) or the
corresponding section of any future federal tax laws.

ARTICLE V. Members
The Foundation shall not have members,
ARTICLE VI. Board of Directors

All corporate power shall be exercised by or under the authority of, and the affairs of
the Foundation managed under the direction of, a Board of Directors (the Board),
which shall consist of at leest nine and no more than eleven voting Directors, each of
whom shall be a United States citizen and who shall be comrmitted to the conservation,
restoration, and sound management of fish and wildlife habitat and/or development or
application of new nonhydro renewable energy resources.

ARTICLE VII. Bouneville Power Administration Liaison

The Administrator of Bonneville (the “Administrator™ shall designate an employee of
Bonnpeville (the “Bonneville Representative”) to be the Bonneville liaison to the Board.
The Bonneville-Representative shall represent Bonnevﬂle s interests and wﬂl have no
fiduciary duty to the Foundation.

"ARTICLE VO, Appointment and Terms of Diréctors

The Directors shall serve for tenhs of 4 years; however, initially two of the Directors

shall serve for & term ending at the 2000 annual meeting, four Directors for a term
ending at the 2001 annual meeting, and three Directors for a term ending at the 2002
annual meeting. If the Board consists of more than nine Directors, the term of the
tenth Director will end at the annual meeting closest to the expiration of two years
after appointment and the term of the eleventh Director will end at the annual meeting
closest to the expiration- of four years after appointment. The names, addresses, and
terms of the initial Directors of the Foundation are: :

Namé ‘ Address Initial Term Ends

Aldo Benedetti 7801 Sapphire Dr. SW 2001
Tacoma, WA 98498

Ralph Cavanagh c/o The Natural Resources 2000
' Defense Council :
71 Stevenson, Suite 1825
San Francisco, CA 94105

PDXIA-139502.1 999990006
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Don Frisbee 1500 SW First, Suite 1005 2000
Portland, OR 97201 '

Mark O. Hatfield P.O. Box 8639 ‘ 2002
Portland, OR 97207

Jim Lichatowich 182 Dory Road 2001
Sequim, WA 98352

Donald Sampson c/o Columbia River Intertribal 2002
Fish Commission
729 NE Oregon, Suite 200
Portland, OR 97232

Rachel Shimshak ¢/o The Renewable NW Project 2001
1130 SW Morrison, Suite 330
Portland, OR 97205 °

Bill Towey 7126 N. Deschutes Drive 2001
Spokane, WA 99208

Brett Wilcox ' cfo Northwest Aluminum 2002
: 3313 W. Second
The Dallas, OR 97058

The incorporator has obtained thie consent of all Directors named to serve. All
Directors of the Foundation other than the initial Directors shall be elected by the
Board at the time and in the manner to be set forth in the Foundation’s bylaws.

ARTICLE IX. Reimbursement of Expenses

Members of the Board may be reimbursed for the actual and necessary traveling and
subsistence expenses incurred by them in the performance of the duties of the
Foundation. '

ARTICLE X. Elimination of Liability

No Director or uncompensated officer shall have any personal liability to the
corporation for monetary damages for conduct as a Director or officer; provided that
these Articles will not eliminate the liability of & Director or uncompensated officer for
any act or omission for which elimination of liability is not permitted under the

Oregon Nonprofit Corporation Law. No amendment to the Oregon Nonprofit -
Corporation Law that further limits the acts or omissions for which elimination of

-
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liability is permitted will affect the liability of a Director or uncompensated officer for
any act or omission that occurs prior to the effective date of the amendment.”

ARTICLE X1. Indemnification

The Foundation shall indemnify to the fullest extent permitted by the Oregon
Nonprofit Corporation Law any person who is made, or threatened to be made, a party
to an action, suit or proceeding, whether civil, criminal, administrative, investigative or
other (including an action, suit or proceeding by or in the right of the Foundation), by
reason of the fact that the person is or was a Director or officer of the Foundation.
The right to and amount of indemnification shall be determined in accordance with the
provisions of the Oregon Nonprofit Corporation Law in effect at the time of the -
determination.

ARTICLE XII. Distribution of Assets

Upon dissolution or final liquidation, after payment or provision fer payment of all of
the liabilities of the Foundation, all remaining assets shall be distributed and paid over
to a nonprofit fund, foundation, or corporation selected by the Board which is
organized and operated exclusively for charitable, scientific or educationa! purposes for
the conservation or management of fish or wildlife, and/or the development or
application of new nonhydro renewable energy resources, and which has established its
tax exempt status under IRC Section 501(c)(3) or the corresponding section of any
future federal tax laws. No member or officer, nor any private individual, shall be
entitled to share m the distribution of any assets of the Foundation.

ARTICLE XIII. United States Release From Liability

The Foundation is not an agency or establishment of the United States. The United

States shall not be liable for any debts, defaults, acts or omissions.of the Foundation
nor shall the full faith and credit of the United States extend to any obligation of the
Foundation. '

ARTICLE XIV. Limitation on Amendment of Articles

In any amendment to these Articles the term “purposes” shall be limited to and shall
include only charitable, scientific and educational purposes within the meaning of

those terms as used in IRC Section 501(c)(3) or the corresponding section of any

future federal tax laws, but énly such purposes as also develop or apply new nonhydro
renewable energy resources within the Pacific Northwest and/or acquire, maintain, -
preserve, restore, protect, or manage fish and wildlife babitat within the Pacific
Northwest in a manner not inconsistent with the appropriate power plan and fish and
wildlifée program, including implementation activities, adopted by the Council. An
amendment of the provisions of this Article XTIV (6r any amendment to it) shall be

PDX1A-13992.1 99999-0006
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' valid onIy if and to the extent that such amendment further restricts the Board’s
amending power. :

ARTICLE XV. Initial Registered Agent

~ The name of the Foundation’s initial registered agent is Rachel Shimshak. The
address of the Foundation'’s initial registered office is 1130 SW Morrison Street,
Suite 330, Portland, Oregon 97205.

ARTICLE XVI. Incorporator
The name and address of the incorporator are:

Mark O. Hatfield

River Forum Building, Suite 460
4380 SW. Macadam

Portland, OR 97201

ARTICLE XVII. Alternate Mailing Address

The éltcmatc corporéte mailing address to which notices may be mailed until the
principal office of the Foundation has been designated by the Foundation in its annual
Teport is:

Bonmeville Environmental Foundation

c/o Renewable Northwest Project

1130 SW Morrison Street, Suite 330

Portland, Oregon 97205

DATED: August 31, 1998.

D

Mark O. Hacfield, Incorporator

PDX1A-139902,1 99995.0006
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CERTIFICATE

The undersigned incorporator of Bonneville Environmental Foundation, an Oregon
nonprofit corporatign, certifies that:

1. No directors of the corporation have been chosen since the date of
incorporation. The incorporator therefore has the power under ORS 65.434(2) and 65.451 to
aménd and restate tﬁe Articles of Incorporation. The amendments to thé Articles of
Incorporation do not require the approval of any memiber or any person other than the
_ incorporator.

2, The date of adoption of the amendments and the Restated Articles of
Incorporation by the incorporator was Aungust 31, 1998,

DATED: August 31, 1998.

L

N
Mark O. Hatfield, Incorpoyéto_r

PDX1A-139935.1 99995-0006
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BYLAWS
of

BONNEVILLE ENVIRONMENTAL FOUNDATION
(As Amended Through April 1, 2007)

ARTICLE I. Name and Office

Section 1.01. Name. The name of this corporation is Bonneville Environmental
Foundation (the Foundation). The Foundation is a charitable and nonprofit public benefit
corporation and is not an agency or establishment of the United States.

Section 1.02. Principal Executive Office, The principal executive office of the
Foundation shall be located in Portland, Oregon.

ARTICLE II. Purposes and Objectives

The Foundation has been established pursuant to the Articles of Incorporation, as may be
amended (the Articles), filed with the State of Oregon under the Oregon Nonprofit
Corporation Law, to complenient the Bonneville Power Administration's (Bonneville)
obligations under the Pacific Northwest Electric Power Planning and Conservation Act,
Public Law 96-501 (Northwest Power Act) by:

(1)  accepting and administering private gifts of property to:

(A)  develop or apply new nonhydro renewable energy resources within the
Pacific Northwest and throughout North America ; and/or

(B)  acquire, maintain, preserve, restore, protect, or manage fish and wildlife
habitat within the Pacific Northwest and throughout North America ;

(2) participating with, making distributions to, or otherwise assisting entities and
individuals to:

(A)  undertake and conduct activities that will further the development or

application of new nonhydro renewable energy resources within the Pacific
Northwest and throughout North America ; and/or

(B) acquire, maintain, preserve, restore, protect, or manage fish and wildlife
habitat within the Pacific Northwest and throughout North America; and
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(3) Purchasing, marketing and selling environmentally preferred power, or the
environmental attributes thereof, from renewable resources that may be within or without
the Pacific Northwest.

Such purposes are to be accomplished in a manner not inconsistent with the appropriate
power plan and fish and wildlife program, including implementation activities, adopted
by the Pacific Northwest Electric Power and Conservation Planning Council (Council).

In addition, this charitable and educational corporation is formed for purposes of
performing all things incidental to, or appropriate in, the achievement of the foregoing
specific and primary purposes. However, the Foundation shall not, except to an
insubstantial degree, engage in activities or exercise any powers that are not in the
furtherance of its specific and primary purposes.

The Foundation shall hold and may exercise all powers conferred upon the Foundation by
the State of Oregon as may be necessary to administer the Foundation and attain the
purposes of the Foundation, provided, however that in no event shall the Foundation
engage in activities which are not permitted to be carried on by a corporation exempt
under Section 501(c)(3) of the Internal Revenue Code (IRC) of 1986, as amended, or the
corresponding section of any future federal tax laws or by a corporation, contributions to
which are deductible under Section 170(c)(2) of the IRC or the corresponding section of
any future federal tax laws.

The Foundation shall be nonprofit and nonpartisan. No substantial part of the activities
of the Foundation shall be carrying on propaganda, or otherwise attempting, to influence
legislation, and the Foundation shall not participate in or intervene in (including the
publishing or distribution of statements) any political campaign on behalf of or in
opposition to any candidate for public office.

The Foundation shall not have any members.
ARTICLE II1. Declaration of Assets

The principal and income of all property received and accepted by the Foundation are
irrevocably dedicated to charitable and educational purposes. No part of the net earnings
of the Foundation shall inure to the benefit of, or be distributable to members of the
Board, officers, or other private persons, except that the Foundation may pay reasonable
compensation for services rendered, and may make payments and distributions in
furtherance of the purposes set forth in Article II hereof.

ARTICLE 1IV. Board of Directors
Section 4.01. Powers. Subject to the provisions of law, the Articles or these Bylaws, the

activities and affairs of the Foundation shall be managed, and all corporate powers shall
be exercised, by or under the direction of the Board of Directors (the Board).
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Section 4.02, Number of Directors., The governing Board shall consist of at least nine
and no more than thirteen voting Directors.

Section 4.03. Bonneville Power Administration Liaison. The Administrator of

Bonneville (the Administrator) shall designate an employee of Bonneville (the

Bonneville Representative) to be the Bonneville laison to the voting Directors. The

Bonneville Representative shall represent Bonneville's interests and will have no vote and
" no fiduciary duty to the Foundation.

Section 4.04. Qualifications of Directors. Each Director shall be a United States
citizen. It is the intent of the Board that at least three Directors be committed to,
knowledgeable of, and experienced in nonhydro renewable energy technologies or
resources, at least three Directors be committed to, knowledgeable of, and experienced in
the principles of fish or wildlife habitat, and at least one Director represent Native
American interests. The membership of the Board, to the extent practicable, shall
represent diverse geographical areas. The Board shall have the exclusive power and
authority to determine whether the, qualifications of Directors have been met.

Section 4.05. Appointment and Term of Office. Except for shorter terms for some
initial directors specified in the Articles for the purpose of creating staggered terms,
Directors shall serve for terms of 4 years or until their successors are selected. Terms
shall end at the Annual Meeting ¢losest to the anniversary of each Director’s
appointment.

Section 4,06. Vacancies and Removal. The Board shall use its best efforts to fill a
vacancy on the Board within 60 days of said vacancy. A person appointed to fill a
vacancy occurring prior to the expiration of a member's full term shall be appointed only
for the remainder of that specific term. A vacancy in the Board shall be deemed to exist
on the occurrence of the following:

(N the death, resignation, or removal of any Director;

(2)  the declaration by the Board of a vacancy in the office of a Director who has
missed three consecutive regularly scheduled meetings; or

(3) an increase in the authorized number of Directors.

Any member may resign at any time effective upon giving written notice to the Board,
unless the notice specifies a later time of the effectiveness of the resignation.

The term of office of any Board member may be terminated at any time upon the
affirmative vote in favor of termination by at least a two-thirds majority of the entire
Board. The Chief Executive Officer shall notify the affected Board member of the
termination by making appropnate record of the termination in the minutes of the
meeting at the end of which such termination becomes effective.



Attachment 7

Section 4.07. Compensation. Members may be reimbursed for the actual and necessary
traveling and subsistence expenses incurred by them in the performance of the duties of
the Foundation if such reimbursement is requested and approved in advance by the
Chairman with the concurrence of the Chief Executive Officer. Members may be
otherwise compensated for the performance of their duties if such compensation is
approved in advance by the Board.

Section 4.08. Powers. The Board shall have the general power to manage and control
the affairs and property of the Foundation, and shall have full power by majority vote, to
adopt rules and regulations governing the action of the Board and the delegation of
authority to committees or individuals and shall have full and complete authority with
respect to the distribution and payment of the monies received by the Foundation from
time to time; provided, however, that in amending the Articles the fundamental and basic
purposes of the Foundation, as expressed in the Articles, shall not thereby be amended or
changed; and provided further that the Board may not permit any part of the net earnings
or capital to inure to the benefit of any private individual or corporation except in
furtherance of the purposes set forth inthe Articles.

Section 4.09. Directors Emeritus. The Board or the Executive Committee of the Board
may, in their discretion, designate any former Director or Directors as Directors
Emeritus. Director Emeritus status shall be for the lifetime of the person so designated,
unless the Director Emeritus resigns or is removed by vote of the Board or the Executive
Committee of the Board. Directors Emeritus may attend meetings of the Board and
participate in the discussion, but may not vote, be counted in determining the presence of
a quorum, or otherwise have any of the powers or duties of a Director.

ARTICLE V. Officers

Section 5.01. Officers. The officers of the Foundation shall consist of a Chairman, a
Vice Chairman, a Secretary and a Treasurer, all of whom shall be Directors, and a Chief
Executive Officer and such other officers as the Board may from time to time determine,
all of whom shall be either Directors or employees of the corporation

The Chairman and Vice Chairman shall be appointed for a 2-year term. They, and all
other officers of the Foundation shall hold office at the pleasure of the Board.

Any officer may resign at any time by giving written notice to the Board, the Chairman
or the Chief Executive Officer, without prejudice to the rights, if any, of the Foundation
under any contract to which such officer is a party. Any resignation shall take effect on
the date of the receipt of such notice or at any later time specified in the resignation.
Unless otherwise specified in the resignation, the acceptance of the resignation shall not
be necessary to make it effective.

In addition to the duties specified in this Article V, officers shall perform all other duties
customarily incident to their office and such other duties as may be required by law, by
the Articles or by these Bylaws, subject to control of the Board, and shall perform such
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additional duties as the Board shall from time to time assign.

Section 5.02. Duties of the Chairman, The Chairman shall, when present, preside at all
meetings of the Board and the Executive Committee. The Chairman shall have authority
to execute in the name of the Foundation all contracts, deeds, leases, and other written
instruments authorized either generally or specifically by the Board to be executed by the
Foundation, except when by law the signature of the Chief Executive Officer is required.

Section 5.03. Duties of the Vice Chairman. The Vice Chairman shall serve in the
absence or incapacity of the Chairman.

Section 5.04. Duties of the Chief Executive Officer. The Chief Executive Officer shall
be knowledgeable and experienced in matters relating to nonhydro renewable energy
technologies and/or resources or fish and wildlife habitat.

The Chief Executive Officer shall manage the day-to-day operation and administration of
the business of the Foundation. Where appropriate, the Board shall place the Chief
Executive Officer under a contract of employment. The Chief Executive Officer shall be
responsible to and governed by the Board, shall report to and advise the Board on all
significant matters of the Foundation's business, and shall see that all orders and
resolutions of the Board are carried into effect. The Chief Executive Officer shall be the
officer responsible for admimnistering policies established in these Bylaws and subsequent
resolutions of the Board. The Chief Executive Officer shall be empowered to act, speak
for or otherwise represent the Foundation between meetings of the Board within the
boundaries of policies and purposes established by the Board and set forth in the Articles
and these Bylaws. The Chief Executive Officer is authorized to contract, receive,
deposit, disburse, and account for funds of the Foundation in fulfillment of the
Foundation's objectives; to execute in the name of the Foundation all contracts, deeds,
leases, and other written instruments authorized either generally or specifically by the
Board to be executed by the Foundation; and to negotiate all material business
transactions of the Foundation.

Section 5,05. Duties of the Secretary. The Secretary shall record or cause to.be
recorded, and shall keep or cause to be kept, a book of minutes of actions taken at all
meetings of Directors and committees, with the time and place of holding, the notice
given, the names of those present at such meetings, and the proceedings of such
‘meetings.

Section 5.06. Duties of the Treasurer. The Treasurer shall keep and maintain or cause
to be kept and maintained, adequate and correct accounts of the properties and business
transactions of the Foundation, including accounts of its assets, liabilities, receipts,
disbutsements, gains, losses, capital and other matters customarily included in financial
statements.

The Treasurer shall deposit or cause to be deposited all moneys and other valuables in the
name and to the credit of the Foundation with such depositories as may be designated by
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the Board. The Treasurer shall disburse or cause to be disbursed the funds of the
Foundation as may be ordered by the Board, and shall render to the Chairman and
Directors, whenever they request it, an account of all of the Treasuret's transactions as
Treasurer and of the financial condition of the Foundation.

Section 5.07. Compensation. The Chief Executive Officer shall receive such
compensation as is fixed from time to time by the Board.

ARTICLE VI. Meetings

Section 6.01. Frequency. The Board shall meet at least two times a year at dates and
times to be determined by the Board. The last regularly scheduled Board meeting during
each calendar year shall also be the Annual Meeting. The Bonneville Representative
shall be invited to all meetings of the Board. Special meetings of the Board may be
called by or at the request of the Chairman or any two members of the Board. Prior
written notice shall be given at least 1 week (7 days) before any special meeting of the
Board; delivered personally or sent by mail, electronic mail or facsimile to each Director
and the Bonneville Representative at his or her address as shown by the records of the
Foundation. The general nature of the business to be transacted at the meeting should be
specified in the notice.

Section 6.02. Action at 2 Meeting: Quorum and Required Vote. A majority of the
voting members of the Board constitute a quorum for meetings of the Board and the
transaction of business. Every act done or decision made by a majority of the Directors
present at a meeting duly held at which a quorum is present shall be regarded as the act of
the Board, unless a greater number is required by the Articles, these Bylaws or by law.
Each member of the Board shall, at every meeting, be entitled to one vote in person upon
each subject properly submitted to vote.

Section 6.03. Action by Consent. Any action required or permitted to be taken by the
Board or any committee may be taken without a meeting if all of the members of the
Board or the committee then in office consent in writing to the adoption of a resolution
authorizing the action. The resolution and its consents written by the members of the
Board or committee shall be filed with the minutes of the proceedings of the Board or
committee. Such consents shall be treated as votes of the Board or committee for all
pUrposes.

ARTICLE VII. Committees

Section 7.01. Committees of Directors. The Board, may by majority vote, designate
one or more committees existing for such time and performing such duties as assigned
them by the Board, except those duties which by law, the Articles, or these Bylaws they
are prohibited from delegating to such committees.

Each committee shall consist of three or more Directors. The appointment or manner of
appointment of committee members requires the vote of a majority of the Directors
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present at a meeting at which a quorum is present. The Board may remove any member
of such committee at any time, with or without cause. The Board may fill any vacancy in
a committee occurring from any cause whatsoever.

Any committee, to the extent of the powers specifically delegated in the resolution of the
Board or in these Bylaws, may have all or a portion of the authority of the Board, except

that no committee may, regardless of Board resolution:

(1) Approve any action that by law or the Articles requires the consideration and
approval by the full Board.

(2) Fill vacancies on the Board or in any committee that has the authority of the
Board.

(3)  Fix compensation for the Directors for serving on the Board or on any committee.
(4)  Amend orrepeal the Articles or these Bylaws or adopt new Articles or Bylaws.
(5)  Change the fundamental purposes of the Foundation.

(6) Amend or repeal any resolution of the Board that by its express terms is not so
amendable or repealable. ) .

(7 Appoint any other committees of the Board or the members of such committees.

(8)  Approve or revoke a plan of voluntary dissolution, bankruptcy or reorganization
or the sale, lease, or exchange of all or substantially all of the property and assets of the
Foundation otherwise than in the usual and regular course of its business.

9 Borrow money or other property on behalf of the Foundation.
(10)  Approve any self-dealing transaction.
(11)  Approve or engage in any actions prohibited by law.

No committee shall bind the Foundation in a contract or agreement or expend Foundation
funds, unless authorized to do so by these Bylaws or by the Board.

Section 7.02. Meetings and Actions of Committees. Each committee shall conduct its
business in the same manner as these Bylaws provide for the Directors. The Board may
adopt rules not inconsistent with the provisions of these Bylaws for the governance of
any commiftee. Minutes shall be kept of each committee meeting and shall be filed with
the Foundation records. The Chief Executive Officer shall send or cause to be sent to
each Director a summary report of the business conducted at any meeting of any
committee of the Board.
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Section 7.03. Executive Committee. The Board may appoint three or more Directors,
one of whom shall be the Chairman, to serve as the Executive Commuttee of the Board.
The Executive Committee, unless limited in a resolution of the Board, shall have and may
exercise all the authority of the Board in the management of the business and affairs of
the Foundation between meetings of the Board; provided, however, that the Executive
Committee shall not have the authority of the Board in reference to those matters
enumerated in Section 7.01 of this Article VII, and further provided that the Executive
Committee shall not have the authority to exercise those duties and responsibilities
delegated to the Project Committee in Section 7.04 of this Article VII.

Section 7.04. Watershed and Renewable Energy Committees. The Board shall
appoint not less than two Directors each to serve as the Watershed Committee and the
Renewable Energy Committee. Each committee shall select from its members at each
meeting a spokesperson for the committee to present the findings, actions and
recommendations of the committee to the Board at each meeting of the Board. The vote
of a majority of the members of each committee shall constitute committee action and be
sufficient to decide any question brought before the committee. Meetings of the
Watershed Committee and Renewable Energy Committee shall be open to any interested
member of the Board. :

The Watershed Committee and the Renewable Energy Committee shall have and exercise
the following duties and responsibilities: ' ‘

(1) Consult with affected Indian tribes to insure proposed projects do not interfere
with Bonneville's trust responsibilities to the tribes and are not in conflict with tribal fish
and wildlife restoration programs, cultural values, or cultural resources.

(2)  Propose projects for funding, evaluate projects proposed for funding, offer
recommendations regarding project selection and assist the Board in prioritizing projects
for funding as and when the Board from time to time may request.

(3) Report on the slate of projects approved, deferred or recommended for other
action by the committee to the Board at each meeting of the Board.

(4)  Evaluate funded projects annually and present findings to Board.

The Watershed Committee and the Renewable Energy Committee shall have and exercise
such other duties and responsibilities as are delegated to them by the Board from time to
time.

Section 7.05. Finance Committee. The Board may appoint three or more Directors to
serve as the Finance Committee of the Board. The Finance Committee shall have and

exercise the following duties and responsibilities:

(1) Monitor and review the Foundation budget.
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(2) Oversee all Foundation investments maintained by financial and investment
institutions.

&) Monitor and oversee the travel and subsistence expenses for Board members and
officers.

€ Review the annual, independently prepared audit.

The Finance Committee shall have and exercise such other duties and responsibilities as
are delegated to it by the Board from time to time.

Section 7.06. Audit Committee. In order to fully meet its statutory and fiduciary duties
and responsibilities, the Board shall appoint three or more Directors to serve as the Audit
Committee of the Board. In making such appointments, the Board shall consider a
member’s business experience; knowledge of the organization’s operations, finances and
accounting practices; practical knowledge of the management of nonprofit institutions;
facility in obtaining information by inquiry; commitment to the organization; and
commitment to give Audit Committee responsibilities sufficient time and attention. At
the Board’s discretion, the Audit Committee members may also serve as Finance
Committee members.

The Audit Committee shall meet not less often than twice annually, and more often as

necessary to fulfill their duties and responsibilities. The Audit Committee shall have

unrestricted access to all organization personnel and documents, and will be provided

with the resources and authority necessary to discharge its responsibilities. The Audit

Committee shall have and exercise the following duties and responsibilities:

(1) Oversee the organization’s internal financial control structure and mechanisms.
(2) Review the organization’s accounting policies and policy decisions.

(3) Review management and staff expenses, expense policies and controls.

(4)  Review compliance with IRS and other governmental regulations.

(5) Review policies established to avoid conflicts of interest.

(6) Annually nominate the independent auditors, confirm the auditors’ independence,
review the annual audit plan, and review all audit findings and conclusions.

(7) Review auditor’s recommendations to the organizations contained in any
auditor’s management letters, and review the organizational response to such
recommendations.

(8) At least annually, provide the Board with a report summarizing the activities,
conclusions and recommendations of the committee with respect to the organization’s
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past and future activities, including any auditor’s recommendations and organization
responses.

9 Review this statement of duties and responsibilities annually and propose any
recommended changes to the Board.

Section 7.07 Compensation Committee. The Board may appoint two or more Directors
to review the annual performance of the executive officers and to approve changes in
compensation for them. At the Board’s discretion, the Compensation Committee
members may also serve as Executive Committee members.

ARTICLE VIII. General Provisions

Section 8.01. Fiscal Year. The fiscal year of the Foundation shall be the period from
April 1 to March 31.

Section 8.02. Checks and Drafts. All checks, drafts and orders for payment of money
drawn on banks or other depositories of funds to the credit of the Foundation, or in
special accounts of the Foundation, shall be signed in the name of the Foundation by such
Board members, officers, employees or agents of the Foundation as the Board shall
authorize from time to time for that purpose.

Section 8.03. Contracts, Conveyances or Other Instruments. The Board may, in its
discretion, determine the method and designate the signatory officer or officers or other
person Or persons, to execute any Foundation instrument or document, or to sign the
Foundation name without limitation, except when otherwise provided by law, and such
execution or signature shall be binding upon the Foundation. Uniess otherwise
specifically determined by the Board or otherwise required by law, formal contracts of
the Foundation, deeds of Foundation, and other Foundation instruments or documents
shall be executed, signed, or endorsed by the Chairman, Vice Chairman, or Chief
Executive Officer. The Board shall have power to designate the officers, employees or
agents who shall have authority to execute any instrument on behalf of the Foundation.

Section 8.04. Contributions. The Board may solicit and receive contributions, gifts,
bequests or other monies to fund its work. Nothing herein shall prohibit the Foundation
from accepting any contribution whatsoever, from any source including federal, State or
local governments or agencies of the United States Govermment, consistent with all
applicable laws, the Articles and these Bylaws, for any purpose to further the purposes of
the Foundation.

Section 8.05. Investments. Any funds held by the Foundation may be retained in whole
or in part in cash or be invested and reinvested from time to time as the Board in its sole
discretion may deem appropriate.

ARTICLE IX. Reports

The Foundation shall provide to the Directors as soon as practicable after the end of each

10
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fiscal year, a report of its proceedings and activities during such year, including a full and
complete statement of its receipts, expenditures, and investments, and a description of all
acquisitions and disposals of donated real property. The Foundation shall as soon as
practicable after the end of each fiscal year, transmit a copy of this report to the
Bonneville Representative and to the Council and make such report available to
interested members of the public.

ARTICLE X. Standard of Care

Section 10.01. General. A Director shall perform the duties of a director, including
duties as a member of any committee of the Board on which the Director may serve, in
good faith, in a manner such Director believes to be in the best interest of the Foundation
and with such care, including reasonable inquiry, as an ordinarily prudent person in a like
situation would use under similar circumstances.

Section 10.02. Loans. The Foundation shall not make any loan of money or property to,
or guarantee the obligation of, any Director or officer.

Section 10.03, Insurance. The Foundation shall have the power to purchase and
maintain insurance to the full extent permitted by law on behalf of its officers, Directors,
employees, and agents, against any liability asserted against or incurred by such person in
such capacity or arising out of the person's status as such. '

ARTICLE XI. Nondiscrimination

The Foundation shall not discriminate in providing services, hiring employees, or
otherwise upon the basis of sex, race, creed, marital status, sexual orientation, religion,
color, age, or national origin.

ARTICLE XII. Amendments

These Bylaws may be altered or amended by a two-thirds vote of the Directors at any
meeting of the Board where there is a quorum present, provided that notice of the
proposed amendment be given in writing to all Board members at least 10 days before the
Board meeting.

Certification

The foregoing are the Bylaws of Bonneville Environmental Foundation as duly adopted
and amended by the Board of Directors through April 1, 2007.

Secretary

11
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Department of Energy

Bonnevilie Power Administfaﬁon
. - P.O.Box3g21
Portland, Oregon 97208-3621

POWER BUSINESS LINE

. ABTHENTICATED
August 17, 1998

In reply refer to: PSB-5 - o

‘Contract No. 98PB-10317
ENDORSED RESOURCES
AGREEMENT

Ms. Sara Patton, Coalition Director ' )
NW Energy Coalition '

219 First Avenie:S., Suite 100

Seattle, WA 98104 S

Mr. Ralph Cavanagh, Senior Attorney
Natural Resources Defense Council’
71 Stevenson Street, Suite 1825

San Francisco, CA 94105

~ Ms. Rachel Shimshsak, Project Director
Renewable Northwest Project
1130 SW. Morrisop, Suité 330
Portland, OR 97205

As a result of discuassions among representatives of the Renewable Northwest Project, the
Natural Resources Defense Council, the NW Energy Coalition (the “Public Interest
Groups”) and the Bonneville Power Administration (Bonneville), the Public Interest
Groups have agreed to endorse certain power generating facilities that are environmentally
preferred sources of elactricity (the “Endorsed Resources”) for electric power products. In
exchange for this endorsement, Bonneville has agreed to pay a portion of the market
premium Bonpeville receives from the sale of electricity from these Endorsed Respurces
directly'to the Bonneville Enwronmenbal Foundatmn (the “Foundatlon”)

The Fqundatlon will prowde an mdependent source of capital, to d_evelop new nonhydro
renewable resources and the acquigition, maintenance, or restoration of fish and wildlife
habitat. Creation of the Foundation itself will not diminish Bonneville's obligation to fund
programs for these purposes internally. Funds held by the Foundation will complement,
not supplant, Bonneville programs. - :

In addition to the payments made by Bonneville, the Foundation will seek contributions
from a variety.of voluntary sources. The Foundation Board of Directors will deterrmine
whether it wishes to accept. funds from any source.

. Accordingly, Bonneville 'p.roposes the following:
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1. EFFECTIVE DATE. This letter agreement (Agreefnent) shall beno'rné
effective on the date that the Public Interest Groups and Bonneville execute it.

2. EXHIBITS. Exh1b1t A (Endorsed Resources), Exhibit B (Articles of
Incorporatmn), Exhibit o) (Bylsws) and Exhibit D (Public Interest Groups) are
attached hereto and made a part of this Agreement. :

3. 'ENDORSED RESOURCES The Public Interest Groups endorse the
Endorsed Resources specified in Exhibit A. As such, the following statement may
be used exclusively by Bonneville and purchasers of Bonneville'’s env:ronmenta]ly
superior power products in the marketmg of such Endorsed Resources

“The Idaho Fa"ll-s a-.n',d P_ackwodd hydroelec t—ri.c generating facilities arid the
Wyorning Wind project are environmentally preferred sources.of ‘e‘lecktﬁcity..
generation for electncr,ty products -based on, our independent review of
envrronmental itmpacts.”
- NW Energy Coalition
Natural Resources Defense Council -
Renewable Northwest Project

Addltlonal parties may be added to Exhibit D as Endorsers of the resources hstedln
Exhibit A, - ,

4. MA;RKETING OF ENDORSED RESOURCES

(a) Use of Endorsemeat. Bonneville may use the endorsement -
provided in section 3 to promote the sale of power to prospective purchasers.
Purchasers may use the endorsement provided in section 3 to promiote the
resale of this power to consumers. Neither Bonneville nor the purchasers
shall use the endorsement in‘its marketmg of any urendorsed products. If
Bonneville and the Public Interest Groups agree to inélude additional
Endorsed Resources in Exh.lbn: A, then the parties tp this Agresment shall
execute a revision 10 Ex}u‘mt A to reﬂect such adchtlon(s) Tf Bonneville and
the Public Interest Groups agree to include. add.ttlonal ‘parties to-this
Agreement then the:parties to this Agreement sha]l execute a revision to
Exhibit D to reﬂect such adthtlons

®) Envn'onmental Premlum and Endorsement Allocation.” ‘The
purchase price for power from an Endorsed Resource: will have a hegotiated
premium 1ncluded in such price (the “Environmental Premium”). The |
Environmental Premium will be equal to the-difference between the total
price to be paﬂ by the purchaser for the Endorsed Resource and the price
that Bonneville would have received had it sold the power as systein power
at a market-based rate. For a new renewable resource that may be added to
Exhibit A, the Environmental Premium is the amount ovér and above the
cost of purchasing an increment of power from the project developer. The
amount of the Envifonmental Premium allocated to the value of the

98PB-10317, Public Interest Groups
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endorsement:(the “Endorsement Allocatlon”) shall be equal to the percentage
specified in Exhibit A for the Endorsed Resource, mulhphed by the -
Envu'onmental Preminm.

(c) A551gnment of Endorsement Allocatmn. The Public Interest
Groups assign to the Foundation any interest they may have, financial or
otherwise, in the Endorsement Allocstion. This Agreement shall be fully
binding upon, inure to the benefit of and be enforceable by the parties to this
Agreement and the Foundation.
(d) Obhgatmn to Make Payment(s) to the Foundatmn In each
power sales contract that Bonnev:]le executes with a purchaser for sales of
power from Endorsed Resources Bonneville shall be obligated:-to pay-the’
Endorsement A]loca‘taon dlrecﬂy to the Foundation. Bonneville may sell
power from’ Endorsed Resources without mclud:mg an Endorsement

¢ Allocation (as defined in section 4(b)) in the price; prmnded however, that
in this event, Bonneville and the purchaser sha]l not usé the endorsement

'

(e) Methods of Payment to: the Foundation. Bonneville shall have
the option to pay the Foundation using a var1ety of methods mclud.mg, but
not limited to: . 4

(1) a lump sum payment to the 'Fogndation 'wit'hin a gpecified
number of days after a power sales contract is executed;

(2)  apayment monthly following the end of each month for the
previous month’s contracted purchases; or :

'(3) . apayment quarterly following the end of each quarter for the
prevmus 3 months’ contracted purchases.

5. BONNEVILLE ENVIRONMENTAL FOUNDATION. The purposes of the
Foundation are the development or apphcatlon of new nonhydro. renewable '
resources and the acquisition, maintenance, preservation, restoration, protéction or
management of fish and wﬂdhfe habitat within the Pacific Northwest. It is being
formeéd by private individuals as a nonprofit charitable corporaucm to be operated so
as to be exempt from taxation and eligible for tax deductible donations. The
Articles of Incorporation are contained in Exhibit B. The Draft Bylaws of the
Foundatmn are contained in Exhibit C. A :

6. COUNTERPART SIGNATU'RE This Agreement may be executed by’
counterparts. Upon execution by the Public Interest Groups and Bonneville, each
executed counterpart shall have the same force and effect as an ongmal instrument
and as if Bonneville and the Pubhc Interest Groups -had s1gned the same

98P-B-10317,7 Public Interest Groups
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instrument. The signatories represent that they are authorized to enter into this
~ Agréement on behalf of the Party for whom they sign. -

If this Agreement is acceptable to the Public Interest Groups, please so indicate by signing
below. ‘ '

Sinc_erely,

1S/ DENNIS OSTER

- Dennis _OStér_ l
Abcount Execut_iire ’

ACCEPTED: o

NW ENERGY COALITION NATURAL RESOURCES DEFENSE
‘ COUNCIL

By {S/ SARA PATTON By {s/ RALPH CAVANAGH

Name Sara Patton Name _Ralph Cavanagh

(Print/?_‘_vpe) . (Print/Typg) '

Title Coalition Director - : Title Energy Program Director ‘

Date _September 21, 1998 ' Date _Sept. 17, 1998

RENEWABLE NORTHWEST PROJECT

By  /S/J. RACHEL SHIMSHAK

Name _J. Rachel Shimshak .
(Print/Type) . '

Title Dji'er'tnr .

Date _9/22/98

(PBLLAN-PSB/5-W:\PSC\PM\CT\10317.D0C)

98PB-10317, Public Interest Groﬁps
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Exhibit A
ENDORSED RESOURCES

Percentage
to be Used to
Calculate the
N Endorsement
Endorsed Resource o Allocation

1. Packwood Hydroelectric Project (FERC 2244). The project 60 percent
is located at the outlet of Packwood Lake, which abuts the Goat .
Rocks Wilderness Area, on the western slope of Washington’s -
Cascade Mountains. The facility was designed and is operated
to have minimal effects ori the recreational oppertunities °
provided by this pristine aettlng Additionally, the facility does .-
not significantly interfere with the ‘health of resident or
anadromous fish populations. The 27.5 megawatt (MW) project
is owned and operated by the Washington Public Power Supply
System. Power from the project is marketed by Bonneville.

2. Idaho Falls Hydroelectric Project (FERC 2842). This 60 percent
project consists of three dams located on the Snake River, in
and near the City of Idaho Falls, Idaho. These dams are
run-of-the-river facilities whose bulb turbines provide better
than 98 percent downstream fish passage survival. The 27 MW
project’ 16 owned and operated by the City of Idaho Falls. The
project’s power is marketed by Bonneville.

3. Wyom.lng Wind Project. This project is located in south- 60 percent

central Wyoming. It islocated on top of the Foote Creek Rim
near Arlington, Wyoming. The project design uses careful wind

" turbine siting and state-of-the-art measures to redice the
possibility of harming raptors. An eagle management and
monitoring plan will assess the effectiveness of these measures
and will be used to develop mitigation measures for future
development Bonneville js purchasing 15.32 MW of the
project’s 41.4 MW capacity.

(PBLLAN-PSB/5.-WA\PSC\PM\CT\10317.DOC)

98PB-10317, Public Interest Groups - 1ofl1
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MOA No. 04PB-11472

FUNDING MEMORANDUM OF AGREEMENT
Between
BONNEVILLE POWER ADMINISTRATION
and
THE BONNEVILLE ENVIRONMENTAL FOUNDATION

Table of Contents

. PUTPOBE .cevereersssentressecerrrsesaesasssmisersessosrarsssssassnssase
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Use and Reportmg sersrsessnrsrerase

Termination of MOA ..
Funding Commitment

Suspension of Payment During FY2007 through 2011 ............ aaresses

Applicable Law ..

LELITTY

Audit Rights

Payment Provisions

Signatures vease

ExhihitA Exzamples of BPA Renewable Premium Cselculations
ExhibitB Examples of BPA Funding Commitment Calculations
Exhibit C Renewable Resources

This FUNDING MEMORANDUM OF AGREEMENT (MOA) is executed by the
UNITED STATES OF AMERICA, Department of Energy, acting by and through the
BONNEVILLE POWER ADMINISTRATION (BFPA) and THE BONNEVILLE
ENVIRONMENTAL FOUNDATION (BEF). BEF is organized under the laws of the State
of Oregon. BPA and BEF are sometimes referred to individually as “Party” and collectively
as “Parties.”

RECITALS
The Parties agree as follows:

PURPOSE

The purpose of this MOA is to set forth the expectations of BPA and BEF with
regard to BPA’s budget commitment to fund activities of BEF that complement
BPA’s statutory public purpose of encouraging the development of renewable

resources within the Pacific Northwest. This MOA is intended to provide a
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multi-year budget to support renewable resources in the Pacific Northwest. This
MOA will assure that the funds directed toward BEF are only those funds derived
from premiums included in BPA’s sales of Environmentally Preferred Power, Green
Tags, and other marketing and sales programs, which may replace or be in addition
to such sales, excluding sales of Alternative Renewable Energy. Funds received by
BPA from sales of physical power are not included in this MOA,

2. TERM
This MOA, when executed by BPA and BEF, shall become effective on October 1,
2003, and shall continue in effect until November 30, 2011, unless terminated
earlier pursuant to section 5 below. All Habilities incurred hereunder shall be
preserved until satisfied.

3. DEFINITIONS

(a) “Alternative Renewable Energy” or “ARE,” means power deemed to be
generated by generating resources that are determined to have
environmental benefits relative to BPA system power. For purposes of this
MOA, blended Alternative Renewable Energy is deemed to be generated from
Renewable Resources. ARE is distinguished from Environmentally Preferred
Power in that ARE customers have specifically requested that none of the
Green Energy Premium associated with their ARE purchases is to be directed
to BEF.

(b) Direct Application Renewable Resource, means a resource which
utilizes solar, wind, hydro, geothermali biomass, or similar sources of energy
which reduce the electric power requirements of consumers served by BPA’s
public utility and electric cooperative customers, thereby offsetting demand
on the BPA system. )

(c) “Environmentally Preferred Power,” or “EPP,” means power sold by
BPA that includes & Green Energy Premium and is deemed to be generated
by generating resources that are determined to have environmental benefits
relative to BPA system power. For purposes of this MOA, Environmentally
Preferred Power is deemed to be generated from Renewable Resources. EPP
sales have often included an endorsement accompanied by a customer
payment to BEF.

(d) Fiscal Year,” or “FY,” means a 1-year period that begins on October 1 and
ends on the following September 30.

(e) “Green Energy Premium,” or “GEP,” shall be as defined in BPA’s 2002
General Rate Schedule Provisions for Power Rates, or its successor(s).

() “Green Tag” means the Non-Power Attributes associated with the energy
generated from a Renewable Resource. One Green Tag represents the
Non-Power Attributes made available by the generation of 1 MWh from one
or more Renewable Resources. Green Tags are also referred to as
“Renewable Energy Certificates” or “Tradable Renewable Certificates.”

04FPB-11472, The Bonneville Environmental Foundation 2
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(g)

(h)

“Non-Power Attributes” means the fuel, emissions, or other environmental
characteristic of a Renewable Resource. Non-Power Attributes do not include
any energy, capacity, reliability, or other power attributes used by BPA to
provide electricity services. Non-Power Attributes are expressed in MWh,
and are not a calculation of the quantity or value of avoided emissions from
such attributes.

“Renewable Resources” means those resources specified in Exhibit C,
which is attached hereto and made a part of this MOA.

4. USE AND REPORTING

(a)

b

(c)

Use of Funds by BEF

Funds provided to the BEF under this MOA shall be used for the followmg
activities for the benefit of BPA’s public utility and electric cooperative
customers: (1) renewable educational programs, (2) renewable research,
development and demonstration (RD&D) activities, and (3) Direct
Application Renewable Resources by end-use consumers served by BPA’s
public utility and electric cooperative customers; provided however, that:

(a) such BPA public utility and electric cooperative customers shall be
notified in writing by BEF prior to BEF's engaging in such activities in their
service areas, and (b) money provided to BEF under this MOA will not
comprise the majority of funding for direct application resources other than
solar.

Eligible Expenses

At least 80 percent of the funds provided to BEF under this MOA shall

be directed towards activities listed in 4(a) above. Specifically, at least

80 percent of such funds shall be used for the following purposes: (1) capital
expenses associated with renewable educational programs, RD&D or Direct
Application Renewable Resource projects, (2) expenses associated with
activities directly related to installing or implementing renewable
educational programs, RD & D projects, or Direct Application Renewable
Resource projects; and (3) expenses associated with studies or research
demonstrating the viability of new renewable technologies or (4) expenses
associated with other activities that have been approved in writing by BPA.
Any remaining funds may be directed towards general and administrative
expenses which jointly support BEF in general, and this MOA in particular.

Annual Report

By June 30 of each calendar year, BEF will submit an annual report to BPA
that will summarize BEF’s activities during the previous FY. The first such
annual report will be due June 30, 2005. . Each annuel report will identify
specific projects and activities supported by funds provided to BEF under this
MOA, itemize BEF expenditures of such funds, including BEF general and
administrative expenses and describe any plans for future expenditures of

04PB-11472, The Bonneville Environmental Foundation




Attachment 9

such funds, including the proposed use of funds that have been transferred to
BEF but remain unobligated by BEF.

5. TERMINATION OF MOA
A finding by BPA that funds have been used by BEF on activities different from those

described in sections 4(a) and/or 4(c) above shall give rise to the right by BPA, at its sole
discretion, to terminate this MOA upon 30 days written notice to the BEF.

6. FUNDING COMMITMENT
Funds will be made available to the BEF as provided below.

(a) Fuanding Amounts For FYs 2004 through 2006
Not later than September 30 of FY 2004, FY 2005, and FY 2006, BPA will
provide BEF with $86,000.00, payable int one lump sum. Additional
payments may be made based upon the following calculation:

Step 1. Following the end of each of these FYs, BPA will calculate BPA’s
total revenue from GEP associated with sales of EPP, Green Tags, and other
renewable premium programs received during the previous FY, whichk may
replace or be in addition to such sales, excluding sales of Alternative
Renewable Energy;

Step 2. BPA will multiply such total revenue from Step 1 above by a factor of
35 percent.

Step 3. BPA will then calculate BEF’s total revenue received from BPA
customer contributions made to BEF pursuant to BPA sales of EPP, plus any
additional green premium revenues BEF receives from BPA customers
pursuant to BPA contracts during the previous FY; and

If the amount calculated in Step 2 is greater than the amount caiculated in
Step 3 plus $86,000.00, then BPA will pay BEF an additional amount equal
to the positive difference (i.e., Step 2 minus Step 3) not later than
November 30 following each FY. '

(b) Funding Amounts For FYs 2007 through 2011
For each FY during the period FY 2007 through 2011, the annual funding
amount to BEF will be equal to the greater of (1) $250,000 or (2) an amount
as calculated below. I, for any FY, the annual funding amount is less than
$250,000, then the provisions of section 7 below shall apply.

Step 1. Following the end of each of these FYs, BPA will calculate BPA’s
total revenue from GEP associated with sales of EPP, Green Tags, and other
renewable premium programs received during the previous FY, which may
replace or be in addition to such sales, excluding sales of Alternative
Renewable Energy, '

Step 2. BPA will multiply such total revenue by a factor of 36 percent;

04PB-11472, The Bonneville Environmental Foundation 4



Attachment 9

(e)

(d)

(e)

Step 3. BPA will calculate BEF’s total revenue received from BPA customer
contributions made to BEF pursuant to BPA sales of EPP, plus any
additional green premium revenues BEF receives from BPA customers
pursuant to BPA contracts during the previous FY;

Step 4. BPA will then subtract the Step 3 amount from the Step 2 amount;
and

BPA will pay to BEF the greater of the Step 4 amount or $250,000.00 not
later than each November 30 following each FY.

Examples of BPA Renewable Premium Calculations and BPA
Funding Commitment Calculations

Nlustrative examples of (1) BPA Renewable Premium calculations, and

(2) BPA Funding Commitment calculations are included in Exhibits A and B,
respectively, which are attached hereto and made a part of this MOA.

Information Exchange for Step 3 Calculatlons in Sections 6(a) and
6(b) Above

In order to make certain that BPA is credited for all Green Energy Premium
revenues BEF receives pursuant to BPA contracts, Step 3 calculations
pursuant to sections 6(a) and 6(b) above shall include the following
information exchange: (i) BEF will provide BPA an estimate of BEF’s
revenue pursuant to BPA’s EPP contracts for the current FY not later than
each September 1; (ii) BPA shall provide BEF with a final tally of BEF’s
revenue pursuant to BPA's EPP contracts for that FY not later than each
October 1; (iii) BEF shall provide BPA with BEF's final revenue pursuant to
BPA’s EPP contracts for that FY not later than each October 31.

Revenue information submitted by BEF that is required to perform each Step 3

* calculation under sections 6(a) and 6(b) above will specify utility-specific data.

Revenue Tracking

BPA revenues from Green Tags sold during a then-current FY, but generated
during a previous FY, will be booked as revenue during the then-current FY.
BPA revenues from Green Tags generated in any future FY, but sold during the
then-current FY, will be booked as revenue in the FY in which they are generated
and not in the then-current FY.

SUSPENSIONS OF PAYMENT FOR FYS 2007 THROUGH 2011

Any BPA annual payment to BEF for FYs 2007 through 2011 shall not be made if BPA’s
total annusl renewable premium revenues received from the sales of EPP and Green
Tags, or their successors, for any FY is less than $250,000.00.

APPLICABLE LAW
Federal law shall govern the implementation of this MOA and any action, whether
mediated or litigated, brought or enforced.

04PB-11472, The Bonneville Environmental Foundation
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9. AUDIT RIGHTS
Subject to written notice, BPA shall have the right to audit BEF with regard to
BEF's use of funds received from BPA under this MOA.

10. PAYMENT PROVISIONS
All payments by BPA to BEF shall be made by wire transfer in accordance with wire

transfer instructions provided by BEF to BPA.
11. SIGNATURES

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

BONNEVILLE ENVIRONMENTAL UNITED STATES OF AMERICA

FOUNDA Department of Energy
Bonneville Power Ademstration
By _ /Nty By d ,MM s
(\ ' Accoyx( fxecutive
Name /q NTLug ,\u t~ ¢ &/ Name DebraJ. Malin
{Print/ Type) (Print/ Type)
Date 7 r Oy Date 2/15 /oY

04PB-11472, The Bonneville Environmental Foundation 6
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Exhibit A
EXAMPLES OF BPA RENEWABLE PREMIUM CALCULATIONS

Per section 6 of the body of this MOA, the funding commitment by BPA for an FY is a
function of BPA’s total revenue received from (a) Green Energy Premiums associated with
BPA sales of EPP, (b) Green Tag sales, and (c) other renewable marketing and sales
programs which may replace or be in addition to EPP and Green Tag sales. Revenue from
sales of Alternative Renewable Energy is excluded from BPA’s total revenue for purposes of
determining BPA’s funding commitment.

The derivation of BPA's total premiums shall be performed on an “accrual” basis, rather
than cash basis. Also, any discounts for lump sum payments (specifically, prepayment
discounts tied to the time value of money for tag purchases over an extended term) shalj be
excluded from the BPA total premium calculation (SEE Example 5 below).

The following hypothetical examples illustrate how the derivation of includable premiums
1s performed under assorted scenarios:

Example 1. EPP sale — Billed Monthly

A preference customer of BPA purchases 0.5 aMW of EPP (100% wind EPP) for FY 2005.
BPA’s share of EPP premiums is $5.50/MWh. Total amount billed to this customer by BPA
for FY 2005 is $24,090 (or 0.5 aMW x 8,760 hours/year x $5.50/MWh), to be billed in equal
increments across the twelve billing months October 2004 through September 2005. The
entire amount of revenue for this sale is included in BPA’s total premiums for

FY 2005, even though (because of the usual billing and payment cycles) BPA won't receive
payment for September 2005 until October 2005, i.e., early FY 2006.

Example 2. Green Tag sale with Lump Sum Payment

BPA sells 1,200 Green Tags to a regional marketing entity at a price of $5/tag. Per the sale
confirm, the term of the sale is January 1, 2005, through December 31, 2005. The
purchaser of the tags submits full payment of $6,000 ($5 x 1,200 tags) on July 1, 2005.

Even though BPA received full cash payment within FY 2005, only the portion of this
sale that is atiributable to January through September 2005 is included in FY 2005
BPA total premiums. The contribution to BPA total premiums for FY 2005 is calculated
as follows: [(9 mos./12 mos.)x $6,000] = $4,500. The remaining $1,500 in Green Tag
premium revenues is attributable to October through December 2005 and, therefore,
includable in FY 2006 BPA total premiums.

Example 3. Green Tag sale with Lump Sum Payment which Pre-Dates term of MOA

BPA sold 1,200 Green Tags to a regional marketing entity at a price of $5/tag for calendar
year 2003. Per the sale confirm, the term of the sale was Janunary 1, 2003, through
December 31, 2003. The purchaser of the tags submitted full payment of $6,000 on July 1,
2003. Even though both the execution date of this sale and receipt of full payment
predated the MOA, a portion of tag premiums from this sale is includable in
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FY 2004 BPA total premiums for purposes of BPA’s funding commitment. The
includable premiums are those premiums attributable to October through December 2003,
i.e., the first three months of FY 2004, and the calculation is as follows: [(3 mos./12 mos.) x
$6,000] = $1,500.

Example 4. Green Tag sale with Lump Sum Payment with Prepayment Discount

BPA sold 3,600 Green Tags to a regional marketing entity at a price of $5/tag for a period
inclusive of calendar years 2003 through 2005, i.e., a sale term of 36 months. Per the sale
confirm, the term of the sale was January 1, 2003, through December 31, 2003. The total
dollar value of the tags before any discounts was $18,000 (or $500/month over the 36-month
term). BPA and the purchaser agreed to a lump sum payment at the very beginning of the
sale term (specifically, the first business day in January 2003), and agreed to apply a
prepayment annual discount rate of 3.0 percent. Purchaser promptly submitted payment
for the discounted lump sum of $17,193 on January 2, 2003, which equates to a prepayment
discount of $807. The calculation of total premium revenues shall be based on the
discounted revenue amounis associated with this sale, prorated across all months
included in the term of the sale. The amount of premiums attributable to each FY is as
follows: .

FY 2003: $4,444.26 (9 months @ $500/mo; January 2003 through September 2003,

discounted at 3.0 percent annual rate) — Excluded from this MOA because these months

precede the MOA effective date.

FY 2004: $5,772.44 (12 months @ $500/mo, discounted at 3.0 percent annual rate)

FY 2005: $5,602.05 (12 months @ $500/mo, discounted at 3.0 percent annual rate)

FY 2006: $1,374.48 (3 months @ $500/mo; October 2006 through December 2006,

discounted at 3.0 percent annual rate)

04PB-11472, Benneville Environmental Foundation ' 20f2
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Exhibit B
EXAMPLES OF BPA FUNDING COMMITMENT CALCULATIONS

The following examples illustrate the calculation BPA funding commitment, based on
BPA’s total premium, per section 6 of the MOA.

The first two examples iliustrate the annual derivation of BPA’s funding commitment for
the period FY 2004 through 2006 under differing BPA total premium levels. The final three
examples illustrate the derivation of funding commitment for each FY during the period

FY 2007 through 2011, again based on varying levels of BPA total premiurms.

Example 1: BPA funding commiitment FYs 2004 through 2006 - NO ADDITIONAL
FUNDING COMMITMENT BEYOND $86,000 LUMP SUM PAYMENT,

STEP 1: During FY 2005, BPA realizes the following premiums (quantified based on the
principles illustrated in Exhibit A):

EPP premium revenues: . $150,000
Green Tag revenues: $ 75,000
Alternative Renewable Energy (ARE) premiums % 25,000

BPA receives no premiums from any replacement or additional renewable premium
program.

The BPA total premium for FY 2005 is $225,000, or the sum of EPP premium revenues and
Green Tag revenues. ARE premiums are excluded from BPA total premiums, per section 6
of the MOA.

BPA’s funding commitment is determined as follows:
STEP 2: BPA total premiums x 35 percent; or [$225,000 x .35]. The result is $78,750.

STEP 3: Total BEF share of green power revenues from BPA customer contributions (EPP
and any other revenues to BEF pursuant to BPA contracts) is determined to be $150,000.

FY 2005 RESULT:

+ Compare (a) amount calculated in Step 2 with (b) the amount calenlated in Step 3, plus
$86,000.

¢ Step 2 calculation = $78,750;
(Step 3 result + $86,000) = $150,000 + $86,000 = $236,000,.
The Step 2 calculated amount does not ezceed the sum of the amount calculated in
Step 3 plus $86,000. Therefore, there is no incremental BPA’s funding commitment for
FY 2005 beyond the $86,000 lump sum amount payable to the BEF on September 30,
2005.
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Example 2: BPA funding commitment FYs 2004 through 2006 — ADDITIONAL
FUNDING COMMITMENT BEYOND $86,000.

STEP 1: During FY 2005, BPA realizes the following premiums (quantified based on the
principles illustrated in Exhibit A):

EPP premium revenues: $ 50,000
Green Tag revenues: $400,000
Alternative Renewable Energy (ARE) premiums $ 25,000

BPA receives no premiums from any replacement or additional renewable premium
program.

The BPA total premium for FY 2005 is $450,000, or the sum of EPP premium revenues and
Green Tag revenues. ARE premiums are excluded from BPA total premiums, per section 6
of the MOA. '

BPA’s funding commitment is determined as follows:
STEP 2: BPA total premiums x 35 percent; or [$450,000 x .35]. The result is $157,500.

STEP 3: Total BEF share of green power revenues from BPA customer contributions (EPP
and any other revenues to BEF pursuant to BPA contracts) is determined to be $50,000.

FY 2005 RESULT: _ :

* Compare (a) amount calculated in Step 2 with (b) the amount caleulated in Step 3, plus
$86,000.

¢ Step 2 calculation = $157,500.

(Step 3 result + $86,000) = $50,000 + $86,000 = $136,000.

* The Step 2 calculated amount exceeds the sum of (a) the amount calculated in Step 3,
plus (b) $86,000. The incremental BPA funding commitment is $21,500 (or $157,500 -
$136,000). Therefore, in addition to the $86,000 lump sum amount payable to the BEF
on September 30, 2005, BPA will remit $21,500 to the BEF on or before November 30,
2005.

04PB-11472, Bonneville Environmental Foundation 20f5
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Example 3: BPA funding commitment FYs 2007 through 2011 - NO ADDITIONAL
BPA FUNDING COMMITMENT BEYOND $250,000,

STEP 1: During FY 2008, BPA realizes the following premiums (quantified based on the
principles illustrated in Exhibit A):

EPP premium revenues: $ 50,000
Green Tag revenues: ‘ $250,000
Alternative Renewable Energy (ARE) premiums $ 25,000

BPA receives no premiums from any replacement or additional renewable premium
program. i

The BPA total premium for FY 2008 is $300,000, or the sum of EPP premium revenues and
Green Tag revenues. ARE premiums are exciuded from BPA total premiums, per section 6
of the MOA.

BPA’s funding commitment is determined as follows:
STEP 2: BPA total premiums x 36 percent; or [$300;000 x .36]. The result is $108,000.

STEP 3: Total BEF share of green power revenues from BPA customer contributions (EPP
and any other revenues to BEF pursuant to BPA contracts) is determined to be $50,000.

STEP 4: The Step 3 amount is subtracted from the amount calculated in Step 2, as follows:
($108,000 - $50,000) = $58,000.

FY 2008 RESULT:

» BPA’s funding obligation for FY 2008 is the greater of (i) $250,000, or (b) amount
calculated in Step 4. '

¢ The amount calculated in Step 4 is $58,000; therefore, BPA’s funding obligation for
FY 2008 is $250,000, payable to the BEF on or before November 30, 2008.

04PB-11472, Bonneville Environmental Foundation ' ‘ 3of5
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Example 4: BPA funding commitment FYs 2007 through 2011 - ADDITIONAL BPA
FUNDING COMMITMENT BEYOND $250,000.

STEP 1: During FY 2008, BPA realizes the following premiums (quantified based on the
principles illustrated in Exhibit A):

EPP premium revenues: $ 20,000
Green Tag revenues: $800,000
Alternative Renewable Energy (ARE) premiums $ 25,000

BPA receives no premiums from any replacement or additional renewable premium
program.

The BPA total premium for FY 2008 is $820,000, or the sum of EPP premium revenues and
Green Tag revenues. ARE premiums are excluded from BPA total premiums, per section 6
of the MOA.

BPA’s funding commitment is determined as follows:
STEP 2: BPA total premiums x 36 percent; or [$820,000 x .36]. The result is $295,200.

STEP 3: Total BEF share of green power revenues from BPA customer contributions (EPP
and any other revenues to BEF pursuant to BPA contracts) is determined to be $20,000.

STEP 4: The Step 3 amount is subtracted from the amount calculated in Step 2, as follows:
($295,200 - $20,000) = $275,200.

FY 2008 RESULT:

» BPA’s funding obligation for FY 2008 is the greater of (b) $250,000, or (b) amount
calculated in Step 4.

e The amount calculated in Step 4 is $275,200; therefore, BPA’s funding obligation for
FY 2008 is $275,200, payable to the BEF on or before November 30, 2008.

04PB-11472, Bonneville Environmental Foundation 40f5
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Example 5: BPA funding commitment FYs 2007 through 2011 - BPA ANNUAL
PAYMENTS SUSPENDED.

STEP 1: During FY 2008, BPA realizes the following premiums (quantified based on the
principles illustrated in Exhibit A):

EPP premium revenues: % 20,000
Green Tag revenues: $200,000
Alternative Renewable Energy (ARE) premiums $ 25,000

BPA receives no premiums from any replacement or additional renewable premium
program.

The BPA total premium for FY 2008 is $220,000, or the sum of EPP premium revenues and
Green Tag revenues. ARE premiums are excluded from BPA total premiums, per section 6
of the MOA.

STEPS 2 through 4: (NOT APPLICABLE IN THIS EXAMPLE.) Per provisions of
section 7 of the MOA, BPA payments to the BEF are suspended because BPA total
premiums are less than $250,000 for FY 2008. BPA payments to the BEF resume, based on
provisions of section 6(b) of the MOA, once BPA total premiums again reach or exceed
$250,000 in any subsequent FY (within the effective term of the MOA).

04PB-11472, Bonneville Environmental Foundation Kof5
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Exhibit C
RENEWABLE RESOURCES

1. RENEWABLE RESOURCES

Green Tags will be associated with energy generated at one or all of the following

Renewable Resources:

(a) Wind Projects

Project Location On line
Foote Creek I Wind Carbon County, WY 4/99
Foote Creek Il Wind  Carbon County, WY 10/99
Stateline Wind Walla Walla County, WA & 7/01
Umatilla County, OR
Condon Wind Gilliam County, OR 12/01
Klondike Wind Sherman County, OR 12/01

(b) Hydro Projects with Installed Capacity Less Than 30 MW

Capacity
(MW)
15.3

18
90.4

49.8
24

Project Location Online Capacity Firm Energy
' (MW) (aMW)

Big Cliff Santiam River, OR 1954 18 11
Black Canyon  Payette River, ID 1925 10 8
Dexter Willamette River, OR 1955 15 9
Foster S. Santiam River, OR 1968 20 12
Idaho Falls Snake River, ID 1982 27 17
(Upper, City ‘
and Lower
Plants)

2. REVISIONS

BPA may revise this exhibit for the purpose of keeping current with BPA’s

Renewable Resource portfolio.

-04PB-11472, Bonnevilie Environmental Foundation
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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 Bomeviﬂ%{oﬁrer
Administration (Bonneville), a federal power marketing agency authorized and charged by:Congress,
among other things: (A) to make maximum practicable use of Bonneville’s authonm endﬁ?ﬁrage
the development of renewable resources (including direct application renewables);gamff Other
resources for service to its customers’ regional loads including providing ﬁnﬂqﬁm aMmce for the
development and implementation of such resources; (B) to promote the, de ment of experimental,
developmental demonstration, or pilot projects w1th a potentlal for provldmg C(Is“f effective serv1ce to

including the protection, mitigation, and enhancement of fish and wildli ] habltat

Whereas Bonneville has authority to contract, in such m s the Administrator may deem
necessary, to facilitate the execution of Bonneville’s subsg@nummsponmblhtles

Whereas the Foundation, an Oregon corporatlon 15«at xé%lpt entity within the meaning of Section
501(c)(3) of the Internal Revenue Code that was cr ﬁ 1998 to complement the programs of
Bonneville under the Northwest Power Act (16 U,S C §s 839 - 839h);

Sendent board of directors with a designated official

Whereas the Foundation is governed bg :
ip#t Liaison to the Foundation’s board;

assigned by Bonneville to serve as a Prifg
*@%{3 b
Whereas a group of environmerital: orga%nzatlons including the Northwest Energy Coalition, the
Renewable Northwest Projectand fhe Natural Resources Defense Council, have participated with the
Foundatlon and Bonnevﬁlwovef-*ﬁqe past ten years in 1dent1fy1ng and marketing electric power from

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 beenjuised to provide funding for the Foundation and funding for Bonnevilie’s
renGWable res.purce programs;

Whereas ‘because Bonneville has agreed to discontinue marketing an Enwronmentally 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

Funding Agreement for the Bonneville Environmental Foundation Page 1ii
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resources, energy efficiency, demand management, fish and wildlife enhancements, watershed
improvements, technology innovation, and potentially other activities;

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; T
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The Parties agree:

Capitalized terms in this Agreement, including any exhibits, shall piean

A.

G. “Foundatlon means

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 s

This Agreement supersedes and replaces Contract Number 09E0-40085 (the “Existing,
Agreement”). The Existing Agreement shall terminate on the Effective Date of this Agreement.

3. DEFINITIONS

“Administrator” means the Administrator of Bonneville Power @mmﬁtratlon (Bonneville).

“Annual BPA Report” means the report prepared by the F oundanon after the end of each Fiscal

Year as described below in section 7.

“Bonneville” means Bonneville Power Admmlstratozéacﬁng on behalf of the United States of
America, Department of Energy, and the Bonne%z’;llle, Power Administration.

“Effective Date” means the date this ag1% en’ﬁakes effect.

“Existing Agreement” means theTundis ﬁ;eement between Bonneville and the Foundation
known as Contract Number %EWOOBS

“Fiscal Year” means thé‘g&unfﬁﬁon s fiscal year, which currently begins on April 1. Fiscal Year
2010 is the Fiscal Yeafithat éfids in calendar year 2010,
3

onneville Environmental Foundation, Inc.

“Mlssmp r%@@ns Bonneville’s obligations under the Northwest Power Act, particularly Northwest
B‘ower Af se%%on 2(1) (relating to encouragement of the development of renewable resources

sectxon 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.

Funding Agreement for the Bonneville Environmental Foundation Page 6 of 15
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L. “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,

and Conservation Council to guide the Administrator’s electric power resource acqﬁ&sxtmns as
provided by the Northwest Power Act. g

authority in Northwest Power Act sections 5(b), 5(c), or S(d)

4, TERM

Party pursuant to Section S of this Agreement. Durmg the mghth year of the Agreement (no later than
November 5, 2018), the Foundation shall have the nght th request that the Agreement be extended for
five years beyond the initial ten year term. Bonnevﬂie 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 nmeframe Bonneville shali take public input regarding
the Foundation’s request. o

5. TERMINATION

é

B. The Agreement ma)%%teymlnated by Bonneville on two years written notice if Bonneville
believes the Foundati is not adequately complementing Bonneville’s programs in support of
Bonneviéflekg Mtssmn

) . Inits notice, Bonneville must state the specific reasons why it believes the
Foundation is not advancing Bonneville’s programs and describe the actions
A 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 shail 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 Mlssmn - S

ii.
1.

acquisition should they choose to do $6 :

2. taking action to increase the potential su@l’y of cost-effective,
conservation, renewable, or dgmand response resources available to
serve the electric power neﬁgis o Pacific Northwest.

3. furthering technological 1nﬁ t],dn goals (including demonstration
projects) relating to electnc power conservation, demand management,
and renewabléﬁ‘esomcs; .

4. supporting Regiont watershed improvements that further Bonneville’s
Regional efforbs to ﬁntam restore, and enhance fish and wildlife and
associated habﬂat

5. educagm%ggembers of the general public on the benefits of renewable

res urees, reducing greenhouse gases emissions, and improving Pacific

wé?i fish and wildlife resources and habitat; and

ppgtting other aspects of the Bonneville Mission as may be agreed

i by Bonneville and the Foundation.

iii. Lirtiftations 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)(ii) 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

Funding Agreement for the Bonneville Environmental Foundation Page 8 of 15
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B. Annual Payments

1.

il.

iii.

iv.

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 Founda\i;%pn and
restricted within the Foundation to be used for the ptarposes
described under this Agreement. S

\s&z

&\ﬁ o
\@,

Bonneville shall make an Annual Payment to the F ou%fg%s’%on éach year.

With regard to funds that have been transfgg,red but remaif unobligated by the
Foundation, the Foundation may carry-over @mh fun&s from one Fiscal Year to
the next, up to a cap of $250,000, beginning Fiseal Year 2012. The total
balance of carried-over funds (from all Fiscal Years combined) may not exceed
this amount. :

At least 80 percent of the Annu Payéaent shall be directed towards activities
listed in 6(A) above. Any r%naj g funds may be directed towards general
and admlmstratlve expepses which jointly support BEF in general, and this

ange in the United States Department of Labor, Bureau of Labor
onsumer Price Index - All Urban Consumers West Region All
»0r its successor. Available at: http://data.bls.gov/cgi-
bin/surveymost?cu

1, 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

Within 90 days of the end of the Fiscal Year, the Foundation sha}l pre draft “Annual BPA

programs in support of its Mission, including the development 6 jxcnewable resources (mcludlng

direct application renewables), energy efficiency, demonstration projects, and where applicable

an estimate of the amount of electric power generated gz aved as a result of the Foundation’s

spedific projects and activities are

ais Agreement, itemize the Foundation’s

ptivities, including the Foundation’s general

turgf projects and activities and the amount of
enditure, as well as the proposed use of funds

: remam unobhgated for expenditure by the

expenditures of such funds for current projects/ar
and administrative expenses, and describe
Bonneville funds that have been obligate

B.
Annual BPA Report as submitted without objection;
tion to all or a portion of the Annual BPA Report and provide
oundation with an opportunity to respond to Bonneville’s objections; and
1ii. imend changes to the proposed Annual BPA Report, if any.
C. 30 days after receiving comments from Bonneville, the Foundation may adopt an

, 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 S
Foundation.

10. ANNUAL INDEPENDENT AUDIT

The Foundation shall retain an independent auditor to prepare an an t ii‘ﬁ?ﬁécordance with
generally accepted accounting principles and provide Bonneville

11. FIVE YEAR REVIEW

12.  NOTICE OF PROPOSED AME 'S TO BYLAWS OR ARTICLES OF

INCORPORATION fg@‘

The Foundation shall advise Bonneyﬁ any proposed amendments to its bylaws or articles of
incorporation with at least 30 days ne
any proposed amendments. '

13. NOTICES

,m

A. Any notice required | Lfﬁﬁér thls Agreement shall be in writing and shall be delivered: (a) in
person; ﬁ))_ by a nationally recognized delivery service; or (c) by United States Certified Mail.

N .
e efféCtive when received.

C. Elthcr Pgrty 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
margiegardner@bef.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 RESOLUTIO

A. Governing Law L
%«55{ )

This Agreement shall be interpreted consistent with gd péd by federal law.

1 sg?iutlon of such disputes before either may initiate litigation
§’ﬁall include discussions or negotiations between the Parties’

executives.

Pending resolution of _-_‘ t dispute or contract issue between the Parties or through formal
dispute resolution of a cotfféict 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 Partles engage in binding arbitration as provided for in this Section 15 and Exhibit B, the
Parties reserve their rights to individually seek judicial resolution of any dispute arising under this
Agreemgnt.

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

Funding Agreement for the Bonneville Environmental Foundation Page 12 of 15
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of the Foundation or Bonneville under any rate or rate methodology, or Bonneville policy, including
the implementation of such policy, shall not be subject to arbitration under this Agreement.

For purposes of this section 15 and Exhibit B, “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 15; 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 B.

15. STANDARD PROVISIONS

A. Amendments

end a provision or
ess set forth in writing and

Except where this Agreement explicitly allows for one Party to xfit
exhibit, no amendment of this Agreement shall be of any force or eff
signed by authorized representatives of each Party.

B. Assignment r
a:%w %ii@

This Agreement is binding on any successor;s and as&gi%ﬁof%%ﬁe Parties.

Neither Party may otherwise transfer or assig

greement in whole or in part, without the other
Party’s written consent. Such consent shall"

1 be finreasonably withheld.

C. Information Exchange and Conﬁdgntiahty

z‘;

The Parties shall prov1de eac
and requested by eitherParty j

*“%& REEE
Such information sh@,l bejprova.ded in a timely manner. Information may be exchanged
by any means ag‘reed Wy the Parties.

other with any information that is reasonably required,
‘writing, to administer this Agreement.

Bonneﬁgii:];w i‘n\ use such information as necessary to perform its obligations under this
4 M

Agréement;.

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 Environmenta] Foundation Page 13 of 15
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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, tﬁc emlre
agreement between the Parties with respect to the subject matter of this Agreement.

purport to describe or embody the subject matter of this Agreement

The body of this Agreement shall prevail over the Exhibits to this Agreem entmthe event of a

conflict.

E. Exhibits

The exhibits listed in the table of contents are 1ncorporated o this Aeement by reference.
[Sigfgreement in the event of a conflict.

The body of this Agreement shall prevail over an Exh1b1_

F. No Third-Party Beneficiaries

i

This Agreement is made and entered into for thefgple protectlon and legal benefit of the Parties, and
no other person shall be a direct or indirect legal beticficiary of, or have any direct or indirect cause of

action or claim in connection with this ,Agmemmt

G. Waivers

No waiver of any provision®tpreagh of this Agreement shall be effective unless such waiver is in
writing and signed by th,e@%iv arty, and any such waiver shall not be deemed a waiver of any
other provision of this eerﬁent or of any other breach of this Agreement.

s

H. Severability

If any term Qilthigf.f“%??{’greement is found to be invalid by a court of competent jurisdiction then such
m;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.

Funding Agreement for the Bonneville Environmenta! Foundation Page 14 of 15
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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, ACTIN G BY AND
THROUGH THE BONNEVILLE POWER ADMINISTATOR Y

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

For the BONNEVILLE ENVIRONMENTAL FOUNDATION, INC.

Margie Gardner o Date
Chief Executive Officer
Bonneville Environmental Founda
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Exhibit A

Initiation of Arbitration Process

Any contract dispute or contract issue between the Parties arising out of this Agreement, which is

not excluded from arbitration by section 15 of this Agreement, shall be subject to arbitration, as
set forth below.

The Foundation may request that Bonneville engage in binding arbitration to resolve any
arising under this Agreement.

s
If the Foundatlon requests such binding arbltratlon and Bonnevﬂle determines 1%155’ %

Arbitration Policy or its successor, then Bonneville shall engage m sg&h
provided that the remaining requirements of this Exhibit B are

In response to Bonneville’s request, the Foundation may agree to binding arbitration of such
dlspute pr0v1ded that the rema.lmng requ1reme11ts of Seetion 45 are met. Before 1mt1at1ng

Nonbinding arbitration shall be used to resolve : an'y dispute arising out of this contract that is not
excluded by seetlon 15 above and is otonved via blndlng arbltratlon, un]ess the Foundation

Parties agree that a fi am§ntal purpose for arb1trat10n is the expedient resolution of dlsputes,

therefore, the Part:es Fmake best efforts to resolve an arbitrable dispute within one year of
initiating arbitration. The rules for arbitration shall be agreed to by the Parties.

betwe ‘te Parties.

This shall not be interpreted to preclude the Parties from agreeing to limit the object of
arbitration to a determination of facts.

Under no circumstances shall specific performance be an available remedy against Bonneville.
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Finality

In a binding arbitration, the arbitration award shall be final and binding on the Parties, except that
either Party may seek judicial review based upon any of the grounds referred to in the Federal
Arbitration Act, 9 U.S.C. §1-16 (1988). Judgment upon the award rendered by the arbitrator(s)
may be entered by any court having jurisdiction thereof.

either Party rejects the arbitration award, either Party may seek judicial resolutlog
provided that such suit is brought no later than one year after the date the arbm@(m ird was
issued. £

Costs
Each Party shall be responsible for its own costs of arbitration:;

Unless otherwise agreed to by the Parties, the arbitrator(s) may appomifon all other costs of

arbitration between the Parties in such manner as the arbm:%Ior(s) deems reasonable taking into
account the circumstances of the case, the conduct of the Par‘i‘;ms during the proceeding, and the
result of the arbitration.

N
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Exhibit B:

Bonneville Environmental Foundation Articles of Incorporation

e
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Exhibit C:

Bonneville Environmental Foundation By-Laws
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WATER RESTORATION CERTIFICATES

VOLUNTARY, MARKET-BASED FLOW RESTORATION
by Todd Reeve & Rob Harmon, Bonneville Environmental Foundation (Portland OR)

INTRODUCTION

Across the American West, thousands of miles of streams are chronically dewatered
as a result of legal withdrawal of surface water to serve out-of-stream beneficial uses.
Efforts are underway in many western states to support voluntary, market-based approaches
to restore environmental flows to dewatered streams, rivers, and wetlands. However,
funding available to support this work is not presently equal to the scale of the task.
As one solution, the Bonneville Environmental Foundation (BEF) has launched the
Water Restoration Certificate Program, which is the first nationally marketed, voluntary
environmental flow restoration program. BEF provides a collaborative and innovative
solution that promises to build a bridge between private seetor urban water users and
environmental flow restoration needs in the rural West.

BACKGROUND
CRITICALLY DEWATERED ECOSYSTEMS

Throughout the late 19th and early 20th century, rights to divert and use water
were allocated among individuals, corporations, and municipalities that possessed the
ability to divert water and put it to benefieial use. In a few very select cases, water rights
appropriation did include provisions to protect streams from dewatering — for example
to preserve waterfalls and lake levels at iconic recreation sites (Neuman and Chapman
1999; Scarborough 2010). However, undiverted water was generally considered wasteful.
Historical appropriation of water rights did not inelude the use of water to support fish.
wildlife, water quality, or recreation as a legitimate benefieial use with rare exceptions
(Scarborough 2010). As a result, the surface water available in western rivers and streams
was often fully or over appropriated in an effort to support human settlement and eeonomic
growth aeross the West. {Editor's Note: “Over appropriated” is a term of art in water law
that basically means it has been determined by the governing agency that a stream has no
additional water for new water rights (in accordance with the particular state standards) due
to existing water rights that have already been granted. Each state has different standards
that are applied to determine if a stream is over appropriated. Likewiss, if a stream is "fully
appropriated” then no additional water is deemed to be available for new rights.]

The result of this full-to-over appropriation of water rights is well doeumented.
There are today thousands of miles of rivers, streams, and adjacent wetlands where legal
diversion of water results in chronically and critically dewatered ecosystems. Many
western river systems that historically flowed year-round, for example, now suffer from
ehronic low flows — or even go dry — during part of the year. In Montana alone, chronic
or periodie dewatering oeeurs on over 4,000 miles of streams across 381 different river
or stream systems (MFWP 2006). The ecologieal harm resulting from this hydrologic
modification is manifold. In many locations throughout the West, chronie low flows
exacerbate water quality issues; severely restrict the movement and produetivity of fisheries
and wildlife populations; reduee the vigor and funetion of riparian communities; and limit
human recreational opportunities.
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SOLUTIONS

Over the last several decades, society has begun to acknowledge and assess the negative ceonomie,
environmental, and soeial eonsequenees of widespread dewatering of streams and wetlands (Neuman and
Chapman 1999; MDNRC 2001; CBWTP 2009). As govemmment agencies, the private sector, and non-
governmental organizations (NGOs) grappled with how to restore flows to the levels needed to support
aquatie life and ecologieal function, the options available to aecomplish this goal generally fell into two
categories — one administrative and the other voluntary and incentive-based (Aylward 2009).

INSTREAM FLOW RESTORATION OFTIONS INCLUDE:
* ADMINISTRATIVE REALLOCATION OF WATER RIGHTS — where a governing body takes back, reassigns, or
Testricts water rights to meet environmental needs
* VOLUNTARY REALLOCATION OF WATER RIGHTS — where a governing body provides an enabling framework
for a market-based transfer proeess in whieh water rights holders voluntarily reallocate water use in
response to legal, economic, or other incentives

Over time, several states responded with progressive legislation that codified the proeesses neeessary
to transfer and proteet existing water rights to serve environmental purposes. On the heels of enabling
statutes or legislation, water trust organizations across the West emerged and began to explore voluntary
meehanisms to restore and protect environmental flows in dewatered eeosystems (see Furey & Purkey,
TWR #2; Paulus, THR #43; Beatie, TWR #66).

In 1994, the Oregon Water Trust (OWT) emerged as the first such organization dedicated to the
voluntary acquisition of water rights for purposes of restoring instream flow. OWT is now part of The
Freshwater Trust, having joined with Oregon Trout to form the new organization in 2009. The water trust
movement quiekly spread with groups such as the Washington Water Trust, Desebutes River Conservancy,
Colorado Water Trust, and Montana Water Trust incorporating between 1996 and 2002. Over the past
deeade, new water trusts and agency programs have emerged, and several existing environmental
organizations have developed programs to address envirorumental flow needs. Today, voluntary
transactions to improve environmental flows have been implemented in the majority of westemn states
{Searborough 2010}

Environmental flow solutions may involve either diverting the water off the stream and direeting it into
an adjacent dewatered ecosystem, or simply leaving and protecting water flows instream, With the advent
of water trusts and society’s growing interest in improving environmental flows, a wide range of unique
mechanisms to restore water to dewatered ecosystems has been developed, tested, and refined.

FLOW RESTORATION MECHANISMS INCLUDE THE FOLLOWING:
» Increase or change the timing of water released from reservoirs
» Change the point at which water is diverted from the stream to a point further downstream
» Substitute a groundwater source for surface water sources during low flow periods
» Improve delivery efficiency through lining or piping of ditehes
» Reduce water diversions through better water distribution
= Improve on-farm use efficieney through improved sprinklers, drip irrigation, or other means
{from Aylward 2009}

The aptions noted above — except for inereasing water released from a reservoir — allow for a
reduction in the amount of water diverted withour a corresponding decrease in erop production. However,
these methods do not reduee the amount of water consumed (by crops or livestock). Accordingly, these
methods typically can only restore flows immediately downstream to the point at whieh unconsumed water
would have returned to the stream system. In other words, efficiency improvements may have resulted in
smaller amounts of water being diverted hut such ehanges also result in eliminating the “return flows” that
historieally returned to a stream (i.e. water not eonsumed by the erops or livestock). For this reason, the
reallocation of water rights, where an existing water usc is transferred to a new instream use, has emerged
as a preferred method of restoring flows in many western basins.

WATER RIGHT TRANSFERS TO ENABLE ENVIRONMENTAL BENEFITS MAY ENTAIL:
» Fallowing land
* Switching to low-water use erops
= Redueing the amount of water made available for irrigation
+ Shortening the period of irrigation
» Ceasing irrigation

Water rights holders must consider whether personal circumstanees and market-based meentives
warrant taking any of these actions.

2 Copyright© 2010 Enviroteeh Publications; Reproduction without permission strictly prohibited.
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Although there is much variation among western states, a recent review of instream transfer records

from state, federal, and private entities indicates substantial interest on the part of western water rights
| holders in using water rights in new, different, and flexible ways that benefit environmental flows. From
1987-2007 more than 2,800 instream transaetions were completed, restoring over 10 million aere-feet
of water (Scarborough 2010). The water trust movement continues to thrive and grow. Indications are
that there are ever-inereasing opportunities to work with willing water rights holders and apply market
incentives to achieve substantial improvements in environmental flows (Brewer et. al, 2007).
_ It is clear that a voluntary, market-based approach to restore environmental flow has great potential

to improve eeological function in dewatered ecosystems across the West. Moreover, as a result of both
historic and ongoing research, scientists and environmental organizations have significant knowledge about
| where and when water is critically needed. Some states have acted to pass statutes and institutionalize
processes to facilitate and proteet instream transfers. Environmental flow restoration meehanisms have
been suecessfully developed and tested. Perhaps most importantly, results show that water rights holders
are responding to economic ineentives by voluntarily reallocating water rights for ecosystem benefit.

Funding Challenges

While the water trust movement began with the promise of market-based acquisition of water rights to
|| rcstore streamflow, the primary funding mechanism to support flow restoration work to date has come from
governmental regulatory or mitigation program funding. These publie funds are typically utilized to buy
water rights and/or pay for effieieney upgrades. Philanthropie, corporate, and individual contributions also
play a part, but these funds are often far less than the overall eost of the water necessary to restore adequate
streamflow for any given projeet. Hence, these private resources tend to be used for start-up or ancillary

}l programmatic purposes {(Aylward 2009).

' Consistent predictions concerning future climate change, population growth, urban development, and
agsociated water seareity strongly suggest that competition and costs for water will only inerease over time.
Cost increases will amplify the chailenges assoeiated with restoring environmental flows on a meaningful
seale across the American West. With thousands of miles of streams and adjaeent wetlands in critieal need
of water, relying largely on limited mitigation and government funding to restore dewatered ecosystems is
not likely to produce the neeessary changes on a significant scale.

A Voluntary Market-hased Sclution

: In 2008, the Bonneville Environmental Foundation (BEF) began exploring whether a true voluntary,

§ market-based approach could provide a signifieant, stable funding source to support environmental flow
projects across a range of western states.

: For the past eight years, BEF has operated a non-profit business, selling Renewable Energy Certificates

(RECs) and carbon offsets to residential, corporate, and utility customers across North America. BEF’s

business interactions with “green” eompanies, corporate sustainability officers, and myriad trade

organizations demonstrated the broad interest aeross society to reduce the “water footprint” associated

with operational eonsumption of water. Water eonservation remains an essential way to address this issue,

however, our experience suggested that many progressive companies also seck methods to account for all

institutional water use (for example, the residual water use that oecurs even afier extensive conservation

practiees are put into place). In some cases this motivation stemns from an innate organizational

| commitment to sustainability and the environment. In ather cases, companics seek to brand their product

8 and build market share around environmental sustainability. Upon review, there did not appear to be any

means by which progressive institutions or individuals could mateh their water use with an equal amount of

water restored to the environment. In this, BEF saw an opportunity.

THE WATER RESTORATION CERTIFICATE

{ The Concept

: In 2009, BEF developed the Water Restoration Certificate™ (WRC) and with it, launched the first
nationally marketed, voluntary environmental flow restoration program. The WRC program is built on the

§ premise that private enterprise and the voluntary market can solve large-scale environmental challenges

when society is empowered to both understand and directly address environmental ehallenges. WRCs

offer an innovative, market-based solution that provides a measurable and effective way for companies and

individuals to take responsibility for their water use.

Copyright© 2010 Envirotech Publications; Reproduetion without permission strietly prohibited. 3
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How It Works

Each WRC produced by BEF represents 1,000 gallons of water that is restored to a critically dewatered
river, stream, or wetland during a critical time of year. BEF contracts with water trust organizations and
provides funding to implement environmental flow restoration projects in arcas of critical necd. The water
restored through each BEF-funded project is measured, and

HOW |T WORKS

= Each WRE represents 1,000 gaflons of water that BEF witl seturn 1o criticalty
dewatered streams theoupis supply contracts with tacal Water Trysrs

ultimately this quantified amount of restored water forms
the basis of the WRC “inventory.” BEF then sells WRCs to
residential and institutional customers that convey the right
to claim responsibility for restoring a specific amount of

environmental flow.

BEF uses its website and its sales and marketing
teams to approach corporations, businesses, and individuals
and offer a produet (i.e., the WRC) that restores to the
environment an amount of water equal to a business’ or
individual’s use of water. As customers from the private
sector commit to buy WRCs, BEF utilizes the retained
carnings from this sales revenue to support water trust
partners in creating the next phase of environmental flow
projects.

* Individuals and businesses purchasing a WRC are ensured that 1000 gations
of water wili s2ay in & 'stream that peeds tham,

 The iandowner with the water right can irave that 1300 galions in the ctrcam
and still maintain the water right.

* The standards and criteria for each WRE projec
e National Fish & Wildhife Foundation to
and place that will produce real environm

*+ BEF Water Reatoration Certificates are numbered in an nnline registry ang
independentiy audited to maka sure that the water is never double counted

= BEF's WRLs are the tirst and only water restoration solution that is cectibed, P . .
te a0 th "9 Sloration solution that is certiied, Program Criteria and Project Review

Establishing very high project standards is
fundamental to the sueeess of the WRC program. Project
“““ “w. '@l standards and rigorous screening must assure that each

vkl WRC-funded projeet produces the environmental gains
desired by (and promised to) WRC customers. In
addition, with a market-based approach, there is every
possibility that for-profit entities could seek to profit from
a WRC-like program that relies on sales sourced from
low eost environmental flow projeets that produee little
environmental benefit. Sueh low-eost, low benefit projeets,
for examplc, might seek to seeure junior water rights or
augment environmental flows during high flow periods or
in river reaches that are not flow-limited. Aceordingly, it
is imperative that a high environmental standard be set to
guide any and all future activity in an environmental flow
marketplace.
As a result, establishing rigorous program criteria was the first and most critical step in designing
the WRC program. To accomplish this, BEF eontracted with the National Fish & Wildlife Foundation
{(NFWF) to develop environmental eriteria and establish a selection process for projeets that would
d resiore environmental flows to serve as the basis for WRC inventory. NFWF is a nonprofit established
by Congress in 1984. Among other programs, NFWF manages the Columbia Basin Water Transactions
Program supporting innovative, voluntary transactions to improve streamflows in the Columbia Basin
states of [daho, Montana, Oregon, and Washington. NFWF is an authority on western environmental flow
restoration, overseeing more than 23,000 acre feet of environmental flow restoration (176 cubic feet per
second (cfs)) across 285 stream miles in 2009 alone.

The WRC project eriteria are certified by NFWF and are derived from criteria approved by the
Independent Scientific Review Panel used by the Bonneville Power Administration in the administration of
the Columbia Basin Water Transactions Program (see www.cbwtp.org/).

EXAMPLES OF KEY WRC CRITERIA INCLUDE THE FOLLOWING:

= The water rights to be secured as environmental flow must be valid and verifiable. The environmental
flows assoeiated with these rights must be either: a) proteected instream under state water rights law;
or b) be secured under a legally eaforceable eontract or agreement.

= Environmental flow in the stream reach(es) or area(s) addressed by the project must be identified as a
limiting faetor for fish and wildlife, biodiversity, and/or ecosystem function in a publicly-available,
scientifically credible assessment, study or plan.

» Environmental flow must be secured and/or protected at both a location and time of year where low
flows are a limiting factor for fish and wildlife, biodiversity, and/or ecosystem function.

(} Galtans of Water Restored to 1w En

Bater Cansuned
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* The water rights associated with the project must be cither: a) of significant seniority that they will be
protected instream during critical low flow periods; or b} will be secured and/or protected instream
regardless of priority date.

» The quantity of environmental flow proposed for protection must be in addition to existing flows for
fish and wildlifc in the targeted reach or area.

» The project must not result from a barrier, impoundment, or structure that: a} limits fish passage (up or
downstream); b) substantially impedes natural hydrological processes; or ¢} degrades water quality.

Project Review Process

To create a WRC, BEF first works with a water trust or similar organization to identify a suitable
environmental flow project that meets the NFWF certification critcria. Where requested by BEF, water
trust organizations develop and submit environmental flow project proposals using an NFWF online form
and database for review. Key NFWF staff (with high-level expertise in the environmental flow arena)
fl cvaluate and score transaction proposals for funding based on the extent to which the proposals satisfy
the established criteria. If proposals are approved and all applicable contracts with water rights holdcrs
and agency approvals are signed and rcceived by NFWF, then a final approval for the environmental flow
project is issued.

Contracting with a Water Trust Organization
Once approved, BEF establishes a contract with a water trust organization in whieh BEF agrees to
provide funding to support: a) project development costs; b projeet implementation costs (including
payment to water rights holders); and ¢) project monitoring costs for the duration of the project.
In return, the water trust agrecs to the complete the following:
* Implemcnt the environmental flow project and facilitale agency approval of a state leasing or transfer
process (as applicablc)
» Conduct/oversee monitoring of environmental flow compliance
* Produce an end-of-year report and signed attestation that include monitoring data for the projeet and
document a minimum volumec of environmental flow restored by the projeet over the course of the
year
» Transfer to BEF the rights to claim:
a) to have funded 100% of the environmental flows resulting from the project
b) credit for any cnvironmental benefits that occur as a result of restored environmental fows

Registry and WRC Generation
Onee the funded project is eomplete and the water trust submits an attestation and monitoring
report, BEF provides all project documcntation to the Markit Environmental Registry — an international
environmental registry (see: www.markit.com/en/products/registry/markit-environmental-regisiry.page).
At this stage, the registry pcrforms a third party evaluation of the submitted documents, serializes each
WRC, and “posts” the new WRC inventory generated to the registry. The registry’s system then catalogs,
tracks, and accounts for each and every WRC creatcd and sold in any given year,

Sales, Conservation, and Retirement

The goal of the WRC program is to promote sustainable use of water and to restore environmental
flows in critically dewatered arcas. As such, BEF first encourages water conservation among all WRC
customers. As an example of this, water conservation devices such as low flow showerheads and aerators
| are included in the purchase price of ali WRCs purchascd on the BEF website. In addition, a wide range of
waler saving tips are integrated into the website content. For corporate customers, BEF maintains a list of
water efficiency and conscrvation consultants, and we are preparcd to engage corporate partners in broad
water conservation efforts as a part of WRC purchases.

Once a WRC is sold to a customcr, it is retired from use — meaning that it cannot be resold or used in
any trading or mitigation program. In addition, in order to avoid any customer using a purchase of WRCs
to justify further water use that could result in namral resouree degradation, the WRC sales contracts
§ specify that buyers will not use a WRC purchase in any attempt to establish new, or medify existing, rights
for consurnptive use of water.

Finally, an independent audit firm reviews all WRC trapsactions annually to make sure that WRC
inventory and delivery systcms are accounted for and that water returned to the ecosystem is never double
{ counted.

Copyright© 2010 Envirotech Publications; Reproduction without permission strictly prohibited. 5
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Project Locations

During BEF’s deeade-long experienee working in the watershed restoration arena, we have established
strong relationships with many water trusts working aeross the West. Building on these relationships, BEF

- o worked elosely with select organizations to identify and

fund suitable projects that could serve as WRC inventory.
In the program’s first year, BEF funded three environmental
flow projeets (in advanee of any WRC sales) to serve
as baseline WRC inventory. Funded projeet locations
included: the middle Desehutes River in Oregon; tributaries
to the upper Missouri River in Montana; and tributaries to
the Rogue River in Oregon. The Clark Fork Coalition, the
Desehutes River Conservaney, and The Freshwater Trust
are the water trust organizations that oversaw and managed
every aspect of the environmental flow restoration projeets.

These initial projects represent a first phase of WRC
inventory development, and it is BEF’s expeetation that we
will add projects in additional locations and states in the
next one-to-two years, To date, BEF has supported onty
environmental flow projects that increase eritically low
stream flows. Future WRC inventory will likely include
projeets that restore water to dewatered wetland areas.

Customer Awareness

Interestingly, the extent of dewatering of western
streams may not be widely understood by the general
public. Because many stream systems have been dewatered
for over 100 years and water withdrawal locations are often
not visible from public access points, it is conecivable that
multiple generations have grown up unaware that human
diversion and use of water is a large eontributor to low flow
conditions in many rivers and streams. Upon first learning
of the WRC program, for example, many prospective
WRC customers express surprise at the pervasiveness of
dewatering. BEF expeets to use the WRC program to
inerease awareness about the extent and ecological effects
of dewatering, Over time, we hope that increased publie
awareness will lead to conservation measures and the
ereation of new state statutes that allow water rights holders
to efficiently and voluntarily reallocate water to mitigate
chronie low flow eonditions.

WRC Project Goals

As noted, BEF’s WRC program provides an innovative,
market-based approach to a ehronic and extensive western
issue — i.e., the dewatering of streams, rivers, and wetlands
by legal withdrawal of surface water. The program utilizes
WRCs as a tool to engage residential and institutional
customers in solutions that restore environmental flows. For
the first time, this program connects water users anywhere
with a mechanism that can restore water to the places that
are in need of environmental flow restoration. Municipal
water users seeking sustainable methods to aceount for their
own water use can restore an amount of water equal to their
own use through a WRC purchase. Signifieantly, the WRC
program does not strive to restore flows only in watersheds
from which eustomers draw their water — rather BEF
supports projects where there is a clearly defined eeological
need for flow restoration.

6 Copyright© 2010 Envirotech Publications; Reproduetion without permission strictly prohibited.
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The Water Report

1n marketing WRCs nation-wide, BEF secks to generate support from the broadest customer base
possible. As demand and sales of WRCs increase, it is our hope that this program can achieve four
essential outcomes:
« Provide a stable funding source to support water trust organizations in their efforts to restore
environmental flows in critically dewatered areas of the West
+ Further demonstrate the real economic, social, and ecological value to water rights holders of
voluntarily reallocating water rights to improve environmental flows
« Provide a simple, measurable, and effective way for individuals and institutions to address their water
footprints
*» Produce a market signal that will encourage states to enact (and water rights holders to support)
legislation or administrative reforms that will facilitate efficient transfer and protection of water
rights to meet environmental flow needs

CONCLUSION

Dewatered ecosystems across the West reflect a century old legacy, and change may not come rapidly

in many areas. The suecess of this program will require individuals and institutions concerned about their
{ own water use and the health of westemn watersheds to step up and participate in the solution offered by
f WRCs.

At present WRCs are sourced from projects in just two states, however with every new WRC purchase,

BEF’s ability to support a broader range of projects increases. With diversified projects located in more
4 states, we expeet that the appeal for large corporate customers to make substantial, long-term WRC

purchases will grow. We strongly encourage individuals working in the water arena to take one or more of

the following actions:

* Seck out more information on the WRC website (www.b-c-f.org/water) and share information about
this program with colleagues

+ Make a WRC purehase that matches the water use in your home or business with an equal amount of
water restored to a dewatered ecosystem

+ Work with colleagues, community members, and legislators to increase awareness about dewatering
issues and possible solutions

+ Contact BEF to learn more or share ideas for potential corporate customers or program dissemination
opportunities in your state or area

| For Additional Information:

Toon Reeve, Bonneville Environmental Foundation, 541/ 760-6658 or treeve@b-e-f.org

WaTER RESTORATION CERTIFICATE SALES INFORMATION: Panm Daveg, BEF, 503/ 248-1905
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Westenberg,Sarah A - LP-7

From: Taves,John M - DKR-7

Sent: Monday, February 02, 2009 4.05 PM

To: Constituents List

Subject: [constituents] New funding agreement with Bonneville Environmental Foundation

BPA has concluded a new funding agreement with the Bonneville Environmental Foundation {(BEF) that will
assure the foundation's work will continue to advance BPA's missicn and complement jts programs for the next 20
years. BEF and BPA have both signed the new agreement; it takes effect in April.

A new agreement was needed because the cld funding arrangement provided BEF with a porticon of the revenue
premiums from BPA Environmentally Preferred Power sales, and, under Regional Dialogue contracts, the
environmental attributes of BPA resources will go directly to the customers who purchase those resources. There
is no rate impact associated with this change in funding mechanism.

9/30/2010
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Constituents List (4/1/2009)

angusduncan(@b-e-f.org Angus Duncan, Bonneville Environmental Foundation
ann@mp.org Ann Gravatt, Renewable Northwest Project
autumn{@taxpayer.net Autumn Hanna, Taxpayers for Common Sense
bandonlawyer(@aol.com David Lundgren

bettina@ecotrust.org Bettina Von Hagen, Ecotrust

bmbakke@qwest.net Bill Bakke, Native Fish Society

bob@oregoncub.org Bob Jenks, Citizens' Utility Board of Oregon

c.magraw(@bresnan.net Chuck Magraw, Natural Resources Defense Council and
Renewable Northwest Project/Montana

cameron(@rnp.org Cameron Yourkowski, Renewable Northwest Project

carrie@nwenergy.otg Carrie Dolwick, Policy Analyst, NW Energy Coalition
chuck_eberdt@oppco.org Chuck Eberdt, Opportunity Project

ckoch@eoni.com Chuck Koch, Oregon Rural Action

curtis. framel@igo.doe.gov Curtis Framel, U.S. DOE

dandv(@noether.uoregon.edu Dorothy Anderson, University of Oregon
danielle_dixon(@comcast.net Danielle Dixon, NW Energy Coalition
davej@nezperce.org Dave Johnson, Nez Perce Tribe Fisheries Department Manager
david(@rnp.org David Wolf, Renewable Northwest Project

dbachrach@nrdc.org Devra Bachrach, Natural Resources Defense Council
deb@rmslaw.net Debbie Smith, Attorney

diane@rnp.org Diane Zipper, Renewable Northwest Project

dick. fiddler@sierraclub,org Dick Fiddler, Sierra Club

dickmunson{@nemw.org Dick Munson, Former Director, NortheastMidwest Coalition
dmbymes{@bpa.gov David Byrnes, BPA

drmarker@bpa.gov Douglas Marker, BPA

ecklumpp@bpa.gov Liz Klumpp, BPA

fthomas20{@comcast.net Tom Foley, Thomas Foley and Associates (Transmission issues
& work for RNP.)

gkkuntz@bpa.gov Gail Kuntz, BPA Montana CAE

howards@cied.wa.gov Howard Schwartz, WA Dept. of Community Trade and Economic
Developmenthrw(@eformativeoptions.com Heather Rhoades/Weaver

hudc@critfc.org Charles Hudson, Public Information Manager, Columbia River
Intertribal Fish Commission

inec@emoregon.org Jenny Holmes, Ecumenical Ministries of Oregon
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jbissonnette(@igc.org Jeff Bissonette, Fair & Clean Energy Coalition and Citizens' Utility
Board of Oregon

jefthammarlund{@usa.net Jeff Hammarlund, Chair, NWEC Oregon Caucus & Adjunct
Professor at PSU

jlazar@jimlazar.com Jim Lazar, Microdesign Northwest mail subscribed 24 Aug 200515
Oct 2007

joannagilson@b-e-f.org Joanna Gilson, Office Manager, Bonneville Environmental
Foundation

joe.whitworth@ortrout.org Joe Whitworth, Executive director, Oregon Trout

josephi@wildsalmon.org Joseph Bogaard, Outreach Director, Save Qur Wild Salmon
Coalition

ipm{@montana.com Jim Morton, Executive Director, Montana Human Resource
Development Council District X1, 406-728-3710

kathleen.ridihalgh@sierraclub.org Kathleen Casey, Sierra Club, Cascade Chapter
ken@rnp.org Ken Dragoon, Renewable Northwest Project

kgarrison@@nrdc.org Karen Garrison, Natural Resources Defense Coalition
kschacht@epud.net Katherine Schacht, Board Member, Emerald People's Utility District
lizbobfrenkel@proaxis.com Liz Frenkle, Regional Energy Chair, Sierra Club
lotr@critfc.org Rob Lothrop, Columbia River Intertribal Fish Commission
lwbaker@bpa.gov Lynn Baker, BPA

margicgardner@b-e-f.org Margie Gardner Bonneville Environmental Foundation

mark@nwencrgy.org Marc Krasnowski, Communications Director, NW Energy
Coalition

mgarrity@amrivers.org Michael Garrity, Associate Director, Columbia Basin Programs,
American Rivers

mccormic(@charter.nct Mavis McCormick, member, NW Energy Coalition
mschaffl@worldnet.att.net Margaret Schaff, attorney, tribal advisor
nancy@nwenergy.org Nancy Hirsh, Policy Director, NW Energy Coalition

nicole(@wildsalmon.org Nicole Cordan, Policy and Legal Director, Save Qur Wild
Salmon Coalition

usiafrances(@comecast.net Francis Heap, Administrative Assistant, Northwest Sportfishing
Industry Association

nsializ@aol.com Liz Hamilton, Executive Director, Northwest Sportfishing Industry
Association

nw-wa. field@sierraclub.org Northwest WA Field Office, Sierra Club
palogsner(@bpa.gov Pete Lossner, BPA
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peter(@energvtrust.org Pete West, Director of Renewable Energy, Energy Trust of
Oregon

pford@wildidaho.org Pat Ford, Executive Director, Asve our Wild Salmon Coalition
philip.carverf@icomcast.net Phil Carver
phred@sunlightdata.com Fred Heutte, Sierra Club, Portland

przimmer{@bpa.gov Pat Zimmer, BPA

rachel@mp.org Rachel Shimshak, executive Director, Renewable Northwest Project
rcavanagh{@nrdc.org Ralph Cavanagh, Senior Attorney, Natural Resources Defense
Council

rhett@wildsalmon.org Rhett Lawrence, Policy Analyst, Save Our Wild Salmon Coalition
rhys@iclimatesolutions.org Rhys, Roth, Director, Clean Energy Programs, Climate
Solutions

riswedo@bpa.gov Rob Swedo, BPA

rmasonis(@americanrivers.org Rob Masonic, Vice President for Western Conservation,
Trout Unlimited

rohlf@lclark.edu Dan Rohlf, Associate Professor of Law; Director, Pacific
Environmental Advocacy Center, Lewis & Clark Law School

salforal@pacifier.com Oliver Waldman, Program Director, Salmon for All

sam(@wildsalmon.org Samatha Mace, Inland Northwest Project Director, Save Our Wild
Salmon Coalition

saraf@nwenergy.org Sara Patton, Executive Director, NW Energy Coalition

scarter@nrdc.org Sheryl Carter, Director, Western Energy Program, Natural Resources
Defense Council

stacey.watcrman(@gmail.com Stacey Waterman-Hoey (formerly with WA Dept. of
Community Trade and Economic Development

stan(@putnamprice.com Stan Price, Executive Director, Northwest Energy Efficiency
Council

stevef@nwenergy.org Steve Weiss, Senoir Policy Associate, NW Energy Coalition

tanai@cbiwa.org Tana Klum, Tribal liaison/Member Coordinator, Columbia Basin Fish
and Wildlife Authority

tims(@cted.wa.gov Tim Stearns, Senior Energy Policy Specialist, WA Dept. of
Community Trade and Economic Development

weiss.steve@comcast.nct Steve Weiss, NW Energy Coalition
wsevler{@spokanetribe.com Warren Sayler, Spokane Tribe

Potential Additions:
Joanne Ernst, commissioner, Emerald PUD; Roger Rees, Exec. Dir., Oregon Heat.
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Board committees

3. Conflict of Interest Policy

Purpose and Policy
The purpose of the conflict of interest policy is to protect the organization's interest

when it is contemplating entering into a transaction or arrangement that might
benefit the private interest of a staff member, a Board Member or officer of the
organization, or might benefit the interest of another entity to which such staff
member, Board Member or officer has a fiduciary obligation. This policy is intended
to supplement, but not replace, any applicable state laws goveming conflict of
interest applicable to nonprofit and charitable corporations.

Each staff member, officer and Board Member has a duty to place the interests of
BEF foremost in any dealings with BEF and has a continuing responsibility to comply
with the terms of this policy. No staff member, officer or Board Member shall use his
or her position with BEF, or the knowledge gained from that position, in a way that
results in a conflict or appearance of a conflict between the interests of BEF and his
or her personal or other interests or obligations.

New Board members will 5ign the conflict of interest policy and disclosure form and
update this information at the request of staff.

Definitions

interested Person:

Any Board Member or officer who has a direct or indirect material financial interest,
as defined betow, is an interested person. If a person is an interested person with
respect to any single entity within the organization's control, he or she is an
interested person with respect to all entities.

Material Financia! Interest;
A person has a material financial interest if the person has, directly or indirectly,
through business, investment, or immediate family:

» an ownership or investment interest in, or fiduciary obligation to, any entity with
which the organization has a transaction or arrangement, except that a de
minimus ownership or investment interest (<5% of net worth, or <5% ownership
interest, or incidental ownership through a stock mutual fund) will not constitute
a material financial interest;

« acompensation arrangement with any entity or individual with which the
organization has a transaction or arrangement, except that a compensated
position that does not invalve control or direction of the entity, or senior
management authority and commensurate compensation in the entity will not
constitute a material financial interest; or
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« an anticipated ownership or investment interest in, or fiduciary obligation to, or
compensation arrangement with, any entity or individual with which the
organization is negotiating a transaction or arrangement, with the same de
minimus exceptions for ownership or investment interest, and with the same
non-control and authority exceptions for compensation arrangements.

+ a business relationship with any other officer, director, trustee or key employee of
the organization, defined as

a) One person being employed by the other in a sole proprietorship, or
by an organization in which the other person is a trustee, director,
officer, key employee or greater than 35% owner.
b) One person transacting business with the other (other than in the
ordinary course of either party’s business on the same terms as are
generally offered to the public), directly or indirectly, in one or more
contracts of sale, lease, license, loan, perfformance of services, or other
transaction involving transfars of cash or property valued in excess of
$10,000 in the aggregate during the organization’s tax year (indirect
transactions are the transactions with an organization with which the
one person is associated as a trustee, director, officer, key employes,
or greater than 35% owner), or
¢) The two persons are each a director, trustee, officer, or greater than
10% owner in the same business or investment entity.

« a family relationship with any other officer, director, trustee or key employee of the
organization, defined as: spouse, children, sister, brother, parent, grandparent or
any spouse of the foregoing.

» any business transactions with the organization, either directly or indirectly through
an organization with which you or a family member is a board member, trustee,
| think something is missing here—last word has comma at end.

Notwithstanding the above, for an employee of the Bonneville Power Administration
(BPA)who is a member or ex officio member of the BEF Board, such employee's
fiduciary responsibility to, compensation arrangements with, conirol or direction of,
or senior management authority in BPA is deemed to not constitute a material
financial interest that could give rise to a conflict of interest govemed by this policy.

Compensation: Compensation includes direct and indirect remuneration as well as
gifts or favors that are substantial in nature. A de minimus financial interest shall not
constitute a material conflict of interest.

Excess Benefits Transactions
Under no circumstances will the Board or Chief Executive Officer authorize or permit

to occur an excess benefit transaction between BEF and an interested person or
other disqualified person. An "excess benefit transaction” is one in which the
economic benefit an organization provides is greater than the velue of the
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consideration {including performance of services) it receives. A "disqualified person"
is anyone who is in a position to exercise substantiai influence over the
organization's affairs.

Procedures

In connection with any actual or possible material conflict of interest in any
transaction or arrangement before the Board or any Board committee (hereinafter
"Board"), a Board Member or Officer (hereinafter, "Member") who may be an
interested person must fully disclose the existence and nature of his or her financial
interest to the Board in the course of its consideration of the proposed transaction or
arrangement. Such person may then elect to recuse himseilf or herself from any
deliberations or decision making regarding the matter in question.

Alternately, the Board must make such a determination. After disclosure is made,
the person making such disclosure shall lsave the meeting while the financial
interest is discussed and voted upon. The remaining Members who are
disinterested persons shall decide by majority vote if a material conflict of interest
exists.

If the Board determines that a material confiict of interest does not exist, the Member
making such disclosure may return to the meeting and participate fully in the
deliberations and decision making on the matter.

If the Board determines that a matenal confiict of interest does exist, the Member
who is the interested person may be present for but not participate in the
presentation and discussion of the proposed transaction ar arrangement, The
interested person may not be present for, or participate in, or vote on, or seek to
influence another's vote on the Board proceeding in question once a motion with
respect to the transaction or arangement has been made.

The Board shall determine by a majority vote of the disinterested Members whether
the transaction or arrangement is in the organization's best interest and for its own
benefit, whether the transaction is fair and reasonable to the organization, and
whether it is prohibited as an excess benefit transaction, and shall make its decision
as to whether to enter into the transaction or arrangement in conformity with such
determination. In making its determination, the Board may consider whether the
organization, with a reasonable level of effort, could obtain an outcome with respect
to the transaction or arangement in question that was equally or more
advantageous to the organization and that would not give rise to a material conflict
of interest. In the event, the Board will document in the minutes of its proceedings
its findings and conclusions with respect to each of these determinations.

Viclations of the Conflict of Interest Policy
If the Board has reasonable cause to believe that a Member has failed to disclose
actual or possible material conflict of interest, it shall inform the Member of the basis
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for such belief and afford the Member an opportunity to explain the &lleged failure to
disclose.

If, after hearing the response of the Member and making such further investigation
as may be warranted in the circumstances, the Board determines that the Member
has in fact failed to disclose an actual or possible material conflict of interest, it shall

take appropriate disciplinary and cormrective action including, if warranted, dismissal
from the Board.

Records of Proceedings
The minutes of the Board shali contain;

* the names of the Members who disclosed or were otherwise found to have a
material financial interest in connection with an actual or possible material
conflict of interest, the nature of the financial interests, any action taken to
determine whether a material conflict of interest was present, and the Board's
decision as to whethser a material conflict of interest in fact existed.

» the names of Members present for discussion and/or votes relating to the
transaction or arrangemeant; the content of these discussions, including any
alternatives to the proposed transaction or arrangement; and a record of any
votes taken in connection therewith.
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Compensation Committees
A voting Member of the Board or any Board committee whose jurisdiction includes

compensation matters and who receives compensation, directly or indirectly, from
the organization for services is preciuded from voting on matters pertaining to the
Member's compensation, except that the full Board will determine, in a manner
consistent with the fiduciary obligations of its Members, the appropriate level of fees
for Board service.

Statements
Each Member or Officer shall, upon joining the Board or BEF, sign a statement
which affirms that such person:

* has received a copy of the conflict of interest policy
* has read and understands the policy
» has agreed to comply with the policy

» understands that the policy applies to all committees and subcommittees having
Board-delegated powers; and

* understands that the organization is a charitable organization that must engage
primarily in activities that accomplish one or more of its tax-axempt purposes to
maintain its exempt status.

4. Fiscal Management Standards and Policies

Fiscal Year
BEF'S fiscal year is defined as April 1 through March 31.

Generally Accepted Accounting Principles

Except when noted, BEF follows generally accepted accounting principles for not-
for-profit organizations.

Accrual Accounting

BEF utilizes the accrual basis of accounting in which revenues are recorded in the
pencd in which they are eamed and expenses are recorded in the period in which
they are incurred regardless of when cash is received or disbursed. Income from
restricted grants and donations is recorded in the period in which the restrictions
have been met through proper expenditure of the funds and/or the required services
have been provided.

se of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires that management make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent
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BONNEVILLE
ENVIRONMENTAL
FOUNDATION

Tor Terry Qliver

From: Margie Gardner, CEQ

Leder July 2, 2010

e Addendum Regarding BRPA Funding for BEF

BEF is proud of our connection to Bonneville Power Administration and our ability to
enhance the region’s leadership in clean, renewable energy and watershed
improvement. We are pleased to provide you with this report detailing the projects
made possible by BPA funds awarded under MOA No.04RB-11472 dated October 1,
2003 and the newly updated, 2009 contract between BFPA and BEF No. 09EO-40085.
This report covers the 12-month period from April 1, 2009 through March 31, 2010.
Total eligible expenditures for the period were $692,793.

Photos of: White Creek Wind Farm, Da Yinccl School and Teton Model Watershed

BEF Addendum to BPA Funding Report: FY10 Page 1 of 5
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OCTOBER 2003 CONTRACT

Work under the 2003 contract was accomplished in the following qualifying areas:

Research, Development and Demonstration: $19,294.

BEF is an innovative, entrepreneurial nonprofit that is working to explore new sources of
renewable energy and expand existing renewable energy resources available to the BPA
system. As such, we worked last year in the following areas:

* Building-integrated photovoltaics and solar/sustainability initiatives: this category
included an installation of integrated PV on a LEED certified classroom building that
serves as a middle school music room. The project’s cutting edge, integrated PV was
an integral part of the building and enabled it to be the first LEED platinum education
building in the US. Our work in solar/sustainability initiatives also included contributing
renewable energy options to a large sustainability initiative at Southemn Oregon
University (SOU) in collaboration with the City of Ashland, BPA, and the Northwest
Power Planning Council (BEF has already completed multiple solar projects with
Ashland’s municipal utility, including one at SOU).

¢ Smart Grid and plug-in hybrids: We worked with state and local governments, utility and
university experts and electric vehicle producers to develop program and financing
strategies that will accelerate the introduction of smart grid technologies and Plug-in
Electric Vehicles into the Northwest. This work included addressing vehicle-to-grid
issues for utilities as a member of the Governcr's Qregon Alternative Vehicles Task
Force. Given recent advancements in electric vehicles, this plug-in technology will be an
important component of future grid and resource planning for BPA and its customer
utilities.

*  Wind Integration: As a member of the NW Wind Integration Committee (and its technical
committee on Flexibility Augmentation), BEF participated in meetings with BPA, the NW
Power Planning and Conservation Council and many regional utilities on the topic of
regional wind integration.

Renewable Energy Education: $298,393.

Through BEF, BPA has supported a number of initiatives that educate consumers, communities
and children in the NW about renewable energy. One halimark program is BEF's Solar 4R
Schools program, (described more fully on pages 22-25 of our Annual Report) Solar 4R Schools
provides hands-on activities and lesson plans focused on renewable energy often in conjunction
with solar arrays and web sites/kiosks that allow kids to track the energy generated on their
schools’ PV systems and compare it with the energy generated on the systems at other schools.

BEF works together with public utilities to develop solar and renewable education in local
schools and communities. This year we co-funded work with the following public utilities,
leveraging the large amounts of funding that these utilities and communities contributed on their

own.

Seattle City Light

Clark PUD

Snohomish PUD (featured on page 25 of our Annual Report)
Eugene Water and Electric Board

Lower Valley Energy

Tacoma Power

BEF Addendum to BPA Funding Report: FY10 Page 2 of 5
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Cowlitz PUD
Columbia River PUD
Wasco Electric Coop
Pacific County PUD

Funding from the collective partners for
these schools in BPA's territory I

resulted in 19 teacher trainings with ‘he Stanwood High School Sustainable Power
dozens of instructors and the i
completion of 24 installation, retrofit,
education and data monitoring projects
on schools and community buiidings
iast year in the public utilities service
territories.

1 65 o° fmm Nodh

This year we also upgraded the Solar

4R Schools web site to make it an : ) )
Tha £ yster_n-.started operating during the summer

|ntedr§tcjgfen¢tad;|c§:?tlorr:]al Looltforr:eaglelrs of 2009. Data monitoring showed that the system
an ents to learn about renewable ‘ . h by the end of FY 2070. .-

energy. Among other educational
features of the website, we created an  EEEEEEE. : ,
clajaiercleyl: o RENINEI O RYG R Rl The Stanwood High School Sustainable Power

to life renewable energy issues in a - Project in Snohomish County, Washingion,
MEGMERUE R GEVSEGCEL RGN showcases an exceflent community solar .
We also finished development of a “ ' demonstration project on the schoof grounds. The

highly successful Community Solar - "sofar PV.system s a stand-atone struciure on the

Guide; the guide is a "How to" booklet " east side of campus, with unobstructed southern;
; ol : - eastern, and western exposures within direct view

with real-world examples designed to of State Route 532, The schoof uses the system

help entifies develop Community Solar fo teach K-12 students and the public about sofar
projects. power. The siudents plan to consiruct a mobile

" solar panel demonstralion trailer in order lo bring
Direct Application Renewable solar edycation to classes in the other nine
Resources: 30 - schools in the Stanwood Camano Schoof District.
There were no activities for the - The community soiar'system directly offsets some

_ of the operating costs associated with the
agriculture program’s greenhouses and
re faboratory Additionally, the school’s

reporting year in this category. All
small solar systems installed through
the Solar 4R Schools program are
included in the Renewable Energy

Education category of this report. el of chn‘dren release salmon fry into the rfver
| within the adjacent Stiflaguamish Tribe's
General and Administrative: -~ - reservation. BEF provided the grant for the PV

$79,422 “sys m and e_duc:a(;on curriculum.
General and administrative costs for : SR '

the period equal 26% of total
expenditures as allowed by the agreement.

TOTAL CHARGED to the 2003 CONTRACT: $397,109.

BEF Addendum to BPA Funding Report: FY10 Page 3 of 5
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JANUARY 2009 CONTRACT

Supporting Regional Watershed Improvements: $295,684. ‘

All' work charged to this contract last year supported regional watershed improvements that
further BPA's efforts to maintain, restore, and enhance regional fish and wildlife and associated
habitat. BEF's work focused on developing Water Restoration Certificates and Model
Watershed improvements.

Water Restoration Certificates
Water Restoration Certificates are a new market-based solution to put water back in Northwest
streams that are critically de-watered. WRCs are featured on pages 2-5 of our Annual Report.

The primary benefit of WRCs to BPA is the additiona! funding that other organizations will be
able to provide to restore watersheds. Organizations like The Natural Resources Defense
Council and WhiteWave Foods have already committed to voluntarily pay to put water back into
dewatered streams that support important fish species. BEF leveraged BPA's infrastructure to
partner with the National Fish and Wildlife Foundation (NFWF) to certify that all of the projects
address priority restoration needs in biologically important streams.

Here’s how it works: Any business that wants to take
responsibility for their water consumption can return an egual
amount of water back to the environment — at a place and in a
time when that water is most critically valuable to the watershed
ecosystem - by purchasing an amount of WRCs commensurate
with their water use. Each WRC represents 1,000 gallons of
water that BEF returns to critically dewatered rivers through
supply contracts with local Water Trusts. The standards and
criteria for selecting each stream were created by the National
Fish and Wildlife Foundation (and based on the criteria
developed far the Columbia Basin Water Transaction Program).
NFWF performs the project review and approval process for each
project, and this ensures that water is returned at a time and
place that will produce real environmental benefits. Finally, each
WRC is numbered and registered in an online registry so that the
customer can be sure the water transaction took place and e
produced the intended environmental outcome. BEF also hires Prickly Pear Creek before and after
an independent auditing firm to review all transactions and restoration

ensure that water returned to the ecosystem is never double

counted. ’

Model Wat

rshetds
B .- Another key part of our work last year was to further refine

and implement a community-based Model Watershed
approach to watershed restoration. This program focuses
on engaging and collaborating with strong stakeholder
groups to ensure that restoration efforts are comprehensive,
scientifically guided, and long {asting. This work is described
S more fully on pages 16-21 of our Annual Report. Our
Watershed Program works directly to reinforce collaborative
and science-based restoration strategies that improve
Teton River stream habitat and recover native populations of salmon
and trout on private lands. In 2009, we worked in five
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watersheds of concern to BPA: Deschutes, Kootenai, Benewah, Entiat, and Teton Rivers.
Each watershed community receives scientific support, an independent scientific review and
funding to track restoration progress, build and sustain community understanding and support
for restoration, and adapt and improve restoration strategies based on measured results.

Both WRC'’s and Mode! Watershed projects complement BPA's fish and wildlife obligaticns, and
invoive collaborative efforts with BPA stakeholders including utilities, tribal governments, local
governments and environmental organizations.

Charges tc BEF Renewable Inc.

The current 2009 contract allows BPA funds to be used for work that meets the purposes of the
contract and is accomplished through BEF's wholly-owned subsidiary, BEF Renewable Inc.
Most renewable energy projects require federal or state tax incentives to be able to pencil-out
financially. If a nonprofit (such as BEF), a local government or a consumer-owned utility, is
party to the deal, it can have the effect of reducing or eliminating the tax benefits. Since
Renewable Inc is wholly-owned by BEF, but is legally a for-profit entity, the entity aliowed us to
reduce costs through capturing project tax incentives AND still retain any margins within the
BEF family and non-profit mission that such a project might accrue. This financing approach
also advantages any non-profit project collaborators.

BEF took steps to develop and invest in a ground-breaking
manure-to-energy demonstration project that should result in
a low capital cost, smali-scale, dairy digester design that will
benefit the Northwest public utilities with diaries in their
service territory. This project is described on page 10 of our
l Annual Report. Although we had anticipated being able to
# charge this demonstration project to the BPA contract, due to
| changes in the BPA contract we have kept all costs
associated with BEF Renewable Inc. out of this report. BEF
Renewable [nc. costs not charged to BFPA totaled $452,000.

Three Mile Canyon Digester

January 2009 Contract Total: $295,684.

Scurces and Uses of Cash:

2003 Contract | 2009 Contract
Beginning Balance $723,710 $0
Payments Received $0 $1,300,000*
Funds Released $397,109 $295,684
Cash Balance $326,601 $1,004,316

* Represents cash received during the penod and does not include accruals of future payments required
under FASB 116.
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Progress Report to the Bonneville Power Administration-Renewable Energy Activities October 2008-September 2007

About this Report

This report is provided to BPA in fulfilment of BEF's obiigations under MOA No, 04PB-11472,
Section 4(c), executed July 15, 2004,

This report summarizes BEF's use of funds received from BPA public customers during FY 2007
{October 2006 to September 2007).

Qur current activities are outlined in the Current Activities secticn. This section includes an
itemized list of expenditures incurred during the reporting period.

Information on the future direction of our programs, as envisioned at the time of this report, can be
found in the Anticipated Activities section.

Use of Funds

Funds provided to BEF under the BEF funding Memorandum of Agreement (04PB-11742) shall be
used for the following activities for the benefit of BPA's public utility and electric cooperative
customers:

Renewable education programs;
2. Renewable research, development and demonstration (RD&D) aclivilies;

3. Direct Application Renewable Resources by end-use customers served by BPA's public utility and
electric cooperative customers.

tligible Expenses include:

« Capital expenses associated with renewable education programs, RD&D or Direct Application
Renewable Resources projects;

« Expenses associated with activities directly related to installing or implementing renewable
education programs, RD8D projects, or Direct Application Renewable Resources projects;

= Expenses associated with studies or research demonstrating the viability of new renewable
technologies;

s Expenses associated with other activities that have been approved in writing by BPA,;

» A rmmaximum of 20% may be used for general and administrative expenses that jointly support
BEF in general, and this agreement in particular,
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Progress Report to the Benneville Power Administration-Renewable Enargy Activities October 2008-September 2007

FY Consolidated Expenses

Figure 1,

Expenditures By Category

Direct Application Expense
Solar Co-op | $1,445
Wind Co-op $4,868
Grant Review $4,586
Outreach ‘ $11,069
General (project planning & $61,572
installation)
i 2 R it il Mﬁ@ il
RD&D ne
Ellensburg Cormnmunity Solar $2,280
Building-integrated PV (BIPY) $7,512
Biormass $27,806
Wind Integration $17,922
Wavs and Tidal Energy 8397
Smart Grid $1,198
Analysis of PV Incentives in the $15,859
Northwest

H atio

S4RS Program Improvernent $61,299
Internet Monitoring & Data Display $31,245
Educalional Assistance to Public $16.256

Utillties and Regional Stakeholders

Last Mile Electric Cooperative $1,751

G&A (20% of total expanditures) 85,807
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Progress Report to the Bonneville Power Administration-Renewabile Energy Activities October 2006-September 2007

MOA Funds Balance Summary

Figure 2.

Funds Rolled Forward to Next Period

Current Period Budget $973,038
Dollars avaitable from prior budget -$197,102
{rolled forward})

Total Available Dolfars $775,936
Total Current Period Expenditures $329,034
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Progress Report o the Borneville Power Administration-Renewable Energy Acthvities Oclober 2006-September 2007

Current Activities:

Current Direct Application Renewabie Resource Activities:

This section detalls the installation of current direct application renawable resources in the
territories of BPA's public utility and electric cooperative customers.

BEF continued its support of distributed generation in FY 2007, adding more than 67 additional kW

in the reporting period (Figure 3), excluding solar and wind coop installations.

Through it's two coops, BEF supportied an additional 810 KW of renewabls energy technology
installations during this year. Since the year 2000, BEF has supported the installation of more than
1.7 MW of small-scale distributed generation (Figure 4).

j—y
x
(=]

2000 2002 2004 2006
Figume 4. Installations supported per year
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Progress Report to the Bopneville Power Administration-Renewable Enargy Activities October 2008-Septembar 2007

During FY 07, BEF's Project Management Tearn broke ground on 22 new projects, 6 of which are
located in BPA public territory. (Figure 5). We commissioned eighteen profects during the year,
meaning the projects are generating power, and compieted nine, meaning that all installation,
marketing and educational activities complete.

Undar
Congtniclion

Figure 5. BEF-managed projecis, October 2006-Saptembar 2007

Besverion Resourte Center PV 1.1 Ponland General

Beliingham Environmenul PY 2.4 Pupet Sound Energy

Learning Ceater

CHIME Charter Middle School PV 1335 LADWP ¥ (oon-BPA}
daVinci Modular Classroom PV 5 PGE

Hood River Middle School PV LI Pacific Power

Issaquah Fish Haichery PY LI Pugel Sound Encrgy

John Hay - ASES 2007 PV 17 Cleveland Public ¥ {noo-BPA)
Molalla High School PY 1.1 Partland General

Pocateflo Comraunity School PY 1.1 idaho Power

Port Townsend HS PV pY 11 Puget Sound Encrgy

PSE State Capital PV Deta Moniloring Puget Sound Energy

RivesSilone Comtimunity School Y 11 Idaho Power

Snopud Commumiry Transit Project PY 3 Snohomith FUD '
Southridge High School PV 1.2 Eenlon PUD v
Southwest JHS PV Project PV 1Li Westar Enerpy

St Helens High Schoal BV 1.1 Calwmbia River PUD v
Sunnyside Environmenul School PV 11 Portland General

Toutle Lake High School PV 1.1 Cowlike PUD v
Wake Robin Learning Center: PY 1.1 Cawliz PLID 14
WellSgring Community School PV Education - Puget Sound Energy

Went Salem HS-wind Small Wind 1.8 Salem Electric e
Weslern Washisgton Uaiversity PV 2 Puget Sound Energy
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Projecl Y 2006 Techmaolcqy . Capacity (kW) : écnﬁing Usii.iiy
Bamard Elementary 29 1.1 I PEPCO
Brewery Blocks Data Monitoring - Pacific Power
8 Camas High . PV 11 Clutk Public Uiilities v
E Ellensburg Community Soler 1 41 City of Ellensburg v
a Lake Metroparks Farmpark PV 17 The Hlsmisaling Co.
E Redaond High Sebool Y 11 Puget Sound Encrgy
(@] Rase Parks Elementary BV RS Portland General
O Sharp Electronics Pv 21 Clark Publle Udilities v
Vancouver Witter Resources Center PV L Portlasd Gemeral
The Northwest Solar Co-op

The Northwest Solar Co-op, founded in 2002 by BEF and Cascade Solar Consulting, provides
production-based incentives for new solar energy installations in Oregon, Washington, Idaho, and
Monteana. Figure 4 above charts the considerable success of this production incentive. By
purchasing tags from the Co-op for the first 3-5 years of a project’s 20+-year life-span, BEF has
encouraged the growth of the burgeoning residential and small commercial solar market,

In 2005, as the Co-op matured, it began to sell to other buyers, in addition to continuing to sell to
BEF. During this current reporting period, the Solar Co-op continued to expand, adding 197 new
systems, 30% of which ig installed in the service tenitories of BPA's public utility and slectric
cooperative customers, and more than 810 kW of capacity. BEF continued to provide critical staff
support to the Co-op. Our input ensured that the Co-op continues to operate in an exemplary
manner, with the highest level of product credibility. As of September 30, 2007, the Solar Co-op
supported more than 1,466 kW of solar.

MOA Charges for Solar Co-op: BEF staff support {contracts, policies, etc) $1,445

information on Our Wind Coop projects is avail-

“Our Wind Coop”, a project of NW SEED, serves an able on BEF's websits
important function in the region by acting as a T
clearinghouse for information and expertise
regarding small wind energy systems, services from
which the entire region benefits.

Initially, BEF supported the Co-op by providing
zero-interest loans of $6,000 per turbine for the ten,
10-kW installations. The toans provided crucial up-
front capital to help cover equipment costs. BEF
recovers these loans over time, and does not
charge them against this agreement, Though the
Wind Coop installed its final turbine in the previous
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Progress Report to the Bonnevilie Power Administration-Renewable Energy Activities October 2006-September 2007

reporting year, BEF continued to provide impartant support in this reporting periad in order to
ensure ongoing product credibility and to provide access to markets for the Co-op's products and
educational senices. We also continued to work with the Co-op to determine the viability of a
utiiity-scale wind project near Goldendale, WA (in the service territory of one of BPA's public power
customers).

The 10th co-op twbine, located in White
Saimon, WA, was erecled in Seplambar, 2006

Three of the ten Co-op installations are located in BPA's
public power customer’s service territories (Figure 6}, and all
of the installations are Inside BPA's control area. BEF's
. expenses coversd by the MOA are limited to those incurred
while supporting Northwest SEED in its institutional
development. No Green Tag payments or loans were
charged against the MOA. All turbine installations are listed
to demonstrate the work the Co-op has undertaken.

Figure 6. BEF-Our Wind Coop projects

. .T.urbine # L ocation Install Date Interconnecting Utility BPA Customer
i Pashastin, WA May 23, 2003 Chelan County PUD
2 Startford, MT Sep. 26, 2003 NorthWestern Energy
3 Glacler, MT Oct. 9, 2003 Glacier Electric
4 Goldendale, WA Nov. 3, 2003 Klickitat PUD
5 Chaster, MT Dec. 16, 2003 Northwestern Energy
6 Goldendals, WA Sep. 2, 2004 Kickitat PUD
7 Belt, MT Juna 1, 2005 Sun River Bec. Coopexative
8 Kittitas, WA March 9, 2008 Puget Sound Energy
9 Wolf deek. MT March 30, 2006 Northwestern Energy
10 | Wnhe Salmon, WA | September 30, 2008 Wickitst FUD
Grant Review

Since 2000, BEF has offered an open solicitation process, allowing Northwest organizations to
apply for funding support for their renewable energy projects. This open process is only cne part of
our renewable energy program, and we discover many of our projects through direct negotiation
with partners. However, many good projects continue to come to BEF through the opan solicitation
process accessible to all interested applicants and explained in details on the BEF website:
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Prograss Report to the Bonneville Power Adrministration-Renewabte Energy Activities Cctober 2006-September 2007

During BPA's FY 2007, BEF reviewed 1071 applications, mast of which were submitted thraugh our
web site. Twenty-six of these applications were submitted by customers of BPA public utilities.? Of
these, three have turned into actual projects: (Snohomish Community Transit, Toutle Lake High
Schoot (Cowlitz PUD) and Wake Robin Learning Center (Cowiitz PUD).

As part of BEF's Project Management program line, BEF reviews applications and manages
instaliations under contract with some specific utlities, utiizing funds from those utilities. BEF staff
time and expenses associated with those projects are paid for under those contracts and are not
included in calcutations In this report.

MOA Charges for Letters of Enquiry: time and expenses assoclated with soliciting and reviewing LOE’s from
within the service territories of BPA public power customers - $4,569

treach
During the year, BEF’s Project Management Group produced several documents designed to
explain our project management services to potential utility partners and project hosts (primarity
schools). We designed detailed and abbreviated program guldes, updated our program
descriptions and FAQs on our website, and created a new electronic POF application forms.
Representatives from BEF's Project Managemeht Group attended BPA's Utility Energy Efficiency
Workshop and presented the details of BEF's Solar 4R Schodls program. We also reached out to
several BPA public utilities, in particular, in an attempt to form new partnerships or to extend
existing ones. We talked extensively with Seattle City Light, Clark Public Utilities, Snohomish PUD,
Cowlitz PUD, and Benton PUD about collaborating on new renewable energy demonstration
projects. Those discussions laid the groundwaork far future projects, many of which will be detailed
in BEFs next reporl to BFA.

MOA Charges for OQutreach: BEF staff ime (material development, travel, staff time) - $11,069

eneral Project nt Gri Activiti i i installati

The following bullet points detail some of PMG's activities related to the direct installation of
rengwable ensrgy resources during the reporting period:

» La Center High Schoal

Though we broke ground on this project, iocated in Clark Public Utilities service area, during the
previous reporting period, the majority of the installation and education work was performed during
the current period.

1 Many of the other LOEs were submitted in response to RFPs that BEF issued in collaboration with funding partners
wha utilize our Project Management services.
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As a participant in BEF's Solar 4R Schools program, the schooi received a 1.1 kW demonstration
solar-electric system, a data monitoring systern, fuill weather station, renewable energy curriculum,
teacher-training and ongoeing educational

support, and an

interactive hallway kiosk that details
the function and benefits of various
renewable energy

technologies. Teacher-champion
Sandra Lanphere will incorporate the
renewable energy cumiculum into the
school's existing science classes,

1.7 kW roof-mounted PV system at La Center High School

The solar systerm augments the
scheol's existing “Sustainables”
project; a coordinated effort by the
La Center school community to
introduce students, staff, and parents to the opportunltles aﬂ‘orded by renewabfe anergy and green
buitding design. Because the school invested in ambitious energy efficiency upgrades in 2005,
installing efficient fluorescent lighting fixtures, an advanced HVAC systern, 50-year metal roofing,
passive solar elements, motion sensing faucets, and low-flush toilets, the new solar-electric system
powers a greater percentage of the building’s electric load.

The plagque on La Center's interactive kiosk invites studants 1o expiora renewable energy

LiClesden " ' ‘ e : .':-‘ vable : et an
4 Se are ¥ ow el what you cus he 2 Oflererige
H""S& S‘ﬁﬂﬂg oo s, uwud h’n’-rp LAV LPe gy
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« St Helens High School (St. Helens, OR}

In collaboration with Columbtla River PUD, BEF installed a Solar 4R Schools project at St. Helens
High School. Located preminently in front of the school parking lot, the installation is highly visible
to the entire St. Helens community.

In order 1o be considered for a Solar 4R Schools project, a school must have a “Teacher
Champion” that will lead the educational efforts related to the project. BEF found an extremely
dedicated Teacher Champion at St.
Helens in teacher Jay Groom. He
will spearhead the school’s
renewable energy education efforts,
incorporating the systern and its
data into both science and social
studies classes. Commenting on
the value of the project to the
school, Mr. Groom says, "We are
axtremely excited to receive the
photovoltaic project because it
gives us a 'hands on' approach to
teaching science. It will help me ;
relate science to the students' fives.” " St, Helan's PV projact o
Columbila River PUD was also an active participant in the project. According to Kevin Owens, the

~ PUD's General Manager, “Columbia
River PUD aclively supports
expanding educational
opportunitias in our community,

i and we are particularly excited to
expose the local students to the
science, technology, and career
opportunities of renewable energy.”

”";ﬂ

Jay Groom and Kevin Owens, St. Helens’ Teacher Chsmplonand
Columbia River PUD GM, respectively, pause in front of the profect
plaque and Inferactive kfosk during the school's opening celabration
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« Toutle Lake High Schoot and Wake Robin Learning Center

BEF collaborated with Cowlitz PUD during the current reparting period, beginning the installation of
Solar 4R Schools education projects at two locations within the PUD’s service territory. The Toutle
l.ake project will be headed by science teacher John Brugman. BEF will introduce renewable
energy concepts to thousands of students at the 82-acre Wake Robin Learning Center, as the site
routinely hosts groups of regional students for recreation and education. BEF wilt detail both of
these projects in next year's progress report to BPA,

» Data Monitoring for West Salem Smal-Wind

BEF initiated a data motoring and renewable energy education project at West Salem High Schoo,
the site of BEF's second Solar 4R Schools project in 2002. The schoot has erected a 1.8 KW wind
turbine, but has no means of tracking and downloading the system data. BEF plans to provide the
schoot with online data monitoring, wind curriculum, and an interactive educational kiosk. Though
there are currently significant technical hurdies associated with downloading the wind data in an
academically usable format, BEF hopes to devise a solution to this problem so that we can
incorporate small schoo! wind projects into the Solar 4R Schools program,

» Southridge High School

The Project Management Group worked closely with Benton PUD to find an appropriate project
host for a Solar 4R Schools project in this service territory. Though we had repeated, detaited
discussions with four or five schools, only one school seemed like a legitimate candidate.
Southridge High School initially expressed serious interest in hosting a project, and PMG staff
spent many hours trying to initiate the project. Ultimately, school perscnnel were not willing to
cooperate to the extent required, and we abandoned the project. This situation underscores the
fact that a project is unlikely to be successful without vigorous support from the school community,
including the Principat and District personnel.

+ Ashland Community Solar

BEF collaborated with the City of Ashland to explore how and whether tc expand its existing
municlpal distributed solar PV system through use of CREBS bonds, tax credits, and “solar
cooperative” shares scld to Ashland utility customers. (Note: The City's existing solar system was
sstablished In 1999 in significant part with BEF's first renewable energy grant.) Ashland's Utilities
Director, Dick Wanderscheid, requested and recsived ongoing BEF consuitation in program design,
siting, equipment procurement, finance, and structuring an “offering” to Ashland residents. Ashland
determined o proceed with the project, and hopes to begin construction in 2008-09. BEF has
provided marketing consultation and design services to Ashland, and brought ta the City a
business interest through whom the CREBS bonds were succsessiully placed. (Note: the project is
being developed independent of BEF's Green Tag co-marketing arrangement with Ashland.”)
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= Bulk Purchase of Inverters

in the previous update to BPA, we described our bulk purchases of solar panels and data
monitoring equipment, and the resulting time and expense savings. The approach worked so well
that we extended it to our inverter purchases. By entering into an agreement with SMA-America
during the current reporting period, we lowered our inverter costs by 16% and guaranteed prompt
on-site delivery of a third major system component.

» Additionat Regional Benefits from BEF's Project Management

PMG, with BPA’s vital assistance, has developed the capacity to install highly educational
demonstration projects quickly, and cost-effectively. This ability has benefitted BPA's regional public
power custormers, substantially, in that they now have access to comprehensive and competent
renewable energy project management. PMG managed the instaltation of six additional projects in
public utility territory during this period. Because these projects were not billed to the BPA MOA,
they are not detailed here.

MOA Charges for General BPA Project-Related Expense [project planning, contracts, instailation): BEF staff
time- $61,572

« Additional Regional Benefits from BEF's Project Managernent

PMG, with BPAs vital assistance, has developed the capacity to instail highly educational
demonstration projects quickly, and cost-sffectively. This ability has benefitted BPA's regional public
power customers, substantially, in that they now have access to comprehensive and competent
renewable energy project management. PMG managed the installation of four additional projects in
public utility territory during this pericd. Because these projects were not billed to the BPA MOA,
information on these activities can be found in the Appendix.
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Updat nn i lication Activiti vin
In the previous report, we listed various Direct Application goals for this current period. According
to this list, BEF intended to:

Goal ; Outcome
Work with the Northwest Sclar Co-op 1o ensure that growth is Accomplished
accomplished in a way that addresses the needs of all parties in the chaln
of ownership
Install several more PV demonsiration projects, including one at St. Partially accomplished (only two
Helen's High School and three in Cowlitz PUD termitory appropriate hast schools were

found in Cowlitz territory)

Market our Project Management Servicas o regional PUDs Accarnplished
Organize a bulk order of inverters Accomplished

Current Renewable Research, Development And Demonstration Activities:

The Ellensbur ity Solar Project {“virt = ing”
BEF and the City of BEllensburg constructed a novel, replicable, community-based, solar electric
project in order to, amaong other things:

1. Provide Ellensburg rate-payers with the opporiunity to invest in locally produced renewable electricity
without having to worry about maintenance, shading, or building ownership issues.

2. Offset the retalt rate of power (ke a traditional residential or commercial net-metered system), while
capturing the scale benefits of a large installation.
Although the majority of the design and installation work was done during this prior reporting
period, significant marketing and educationat work continued in this current period, and BEF did
not officially close the books on this project untit March 31, 2007. Detailed information on this
project can be found in BEF's previous progress report to BPA,

MOA Charges for the Ellensburg Community Solar Project: BEF staff time and project hardware - $2,280

ilding-Int ic
BEF has chosen to calegorize our BIPV efforts as RD&D. Though the BiPV approach has the po-
tential to lower installed costs and improve aesthetics, the concept is still not widely implemsented.
During the reporting period, BEF continued to develop several new BiPV projects. Most signifi-
cantly, BEF is partnering with the Portland Public School District to create the nation’s first “net-
zero” public school building (also the nation’s first LEED platinum pubiic school building). As de-
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signed, the building will iIncorporate 5-kW of bullding tntegrated PV panels and a host of ultra-
efficient technologies to reduce energy consumption. Once the building is completed, the plans will
be publicly available on BEF's website so that any interested school districts can emulate the
groundbreaking project. Though BEF strongly supports the conservation efforts, our partictpation is
limited to the design and installation of the building-integrated solar tiles.

The huilding features are as follows:

» Daylighting: Daylighting will beautifully illuminate the spaces. Dayiight will enter the classroom
through a large central skylight containing light modulating louvers. This filtered light is then re-

Section Diagrar- Dayhghiing and Ventilaboh

ected up onto the sloping ceilings by a suspended fabric re-
ector that also houses electric lights. The end resutt is an even
distribution of light at the level of the cccupants. Since electricity
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for tighting is one of the main energy draws for classroom spaces, this is an important feature in
reducing energy consumption.

* Insutation: The envelope of the structure will be super-insulated and will ba sealed against air
leaks, reducing heat foss in the winter and heat gain from hot summer outdoor temperatures.

« Passive cooling: Added thermal mass will store heat during the day. At night exterior air louvers
will let cooler night air pass over the slab, wicking away heat. In the skylight well, a damper will let
air pass through ventilation chimneys to the exterior. Turbine ventilators are fixed to the outlets to
provide weather protection and aid airflow.

« Solar-Electric Tiles: After all possible energy usage is minimized using the strategies above, a
unique, building-integrated photovoltaic array on the south-facing roof will provide the electrical
power used in the space. This array is comprised of 153 tiles that integrate into the roofing tite
system, providing a power generating roofing assembly. The system has been sized to provide all
of the building’s electricity usage, making the building net-zero over the course of the year.

MOA Charges for BIPV: BEF stsff time and commissioning of report- $7,512

Biomass

BEF continued its pre-development due diligence of the reguirements for developing a forest
biomass generating project of a scale that will permit deployment across the rural timbered areas
of the PNW. Many of these are served by COU's, including the south central area of Oregon where
BEF would likely site its project. Due diligence has included continuing review of commercially-
available gasification and liquefaction technologies, and generators compatible with the biofuels
that would be produced. BEF has identified potential partners including MidState Electric
Cooperativa, Central Oregon Intergovernmental Council, the US Forest Service, and private timber
recovery and processing businesses. MOAs with several of these partners have been executed or
are in process.

MOA Charges for Biomass: BEF staff time and cornmissioning of reports- $27,907

Wind integration .

The Regional Wind integration Policy Committee, chaired by Steve Wright and Tom Karier, met in
the summer of 2006 to adopt a work plan. Angus Duncan, BEF's Prasident, is a member of the
Policy Committee and of the Technical Committee on Flexibility Augmentation. in 2007 the project
issued its first report to the region, concluding that while many issues had yet to be worked
through, “there are no fundamental technicai barriers to operating 6000 megawatts of wind in the
Pacific Northwest." The project succeeded in identifying severat cpportunities for recovering
system flexibility and adding to the region’s abitity to cost-effectively increase wind resource’s
contribution to the need for new renewable generation.
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Progreas Report to the Bonneville Power Administration-Renewable Energy Activities October 2006-September 2007

MOA Charges for Wind Integration: BEF staff time-$17,922

Wave and Tidal Energy & Smart Grid

BEF invested a limited amount of staff time to explore the possibilities of Wave Energy in Oregon
PUD service territory and potential “smart grid” application along the OR and WA coasts. To date
this remains an early-stage exploration and we do not anticipate significant expenditures in the
near future.

MOA Charges for Smart Grid: BEF staff time-$1,595

Analvsig of PV (ncentives in the Northwest

BEF's Solar 4R Schools projects are, by design, primarily educational in nature, BEF hopes, at
some point, 1o generate significant amounts of electricity from these projects, while continuing to
provide the same or greater educational value. Schools offer excellent locations for PV generation
and most have rooftops that are free from shading issues. Generally, these facilities expect to
remain in operation for the fong term, and have an interest in stabilizing their power costs.

Despite the many reasons why larger-scale solar projects on schools make sense, the relative cost
of solar electricity precludes us form installing larger systems, at the moment. The fact that non-
profits and public entities are unable to take advantage of some significant tax incentives (é.g.
federal tax credit, accelerated depreciation) contributes to the cost dilemma. As such, BEF is
seeking to develop innavative financial models that allow schools to menetize such tax incentives.
Based on the so-called “Minnesota Flip” model, where tax-rmotivated investors own the project
during the initial period when the tax incentives are most valuable, BEF's financial model may
significantly reduce the cost of installing large-scale solar projects on public and non-profit facilities,
and are expected to be of particular usefulness to important BPA nen-profit stakeholders such as
consumer-owned utilities and tribal governments.

During the year, BEF spent significant time and effort o devise a legally and financially sound
business model. We performed due diligence, along with consulting attorneys. We created financial
modeling tools, and secured financial contributions from 3rd party funders such as Portland
General Electric and PacifiCorp. Finally, we warked with engineers 1o consider the designs for the
Initial project {located on the East Portland Cormmunity Center).

MOA Charges for Analysis of PV Incentivaes in the Northwest: BEF statf time-$15,609

BD&D Activiti i P Beport
In the previous report, we listed various Renewable Research, Development And Demonstration
Activities goals for this current period. These included:
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Progress Report to the Bonneville Pawer Administration-Renewable Energy Activities October 2006-September 2007

Progress

1 | Devise a financial modsl that will allow us to monetize all available federal, state, and In progress
local incenlives for photovollaic projects,

2 | Work with the da Vinci Arts Middle School to design a state-of-the-art, “zero-emission”, In design

modular classroom, phase

3 | Work with Cowtitz PUD to install a BiPV project on the Science and Technology bullding On-hold
on tha campus of Cowlitz Community College Indefinitely

4 | Provide additional data monitoring capabilties and marketing suppan to the Ellensburg Completa
Community Solar Project

5 | Pursue a Community Solar Project with 1he City of Ashland In progress

6 | Compiste technelogical due difigence an the proposed biomass (forest-fuel) project, and | In progress
turn our attention to fuel supply issues

Current Renewable Education Program Activities:
rd hogl

¢ Curricuium Refinement

During the previous pericd, BEF refined the S4RS cumiculum material, recrganizing the basic
“classroom exercises” packst that each teacher charnpion is given upon entry into the program.
This year, BEF's Educational Lialson initiated a more radical overhaul of the curriculum material,
based on a newly formed Teacher Champion Advisory Committee (comprised, primarily, of
teachers from within BPA territory). Taking the teachers’ recommendations into account, and also
working with some of the nation’s leading renewable energy educational crganizations {NEED,
Energy For Keeps, DOE, University of Oregon, Oregon Institute of Technology, and the Oregon
Teachers Association), BEF began to develop the highest quality, grade-level specific classroom
activities available. The curricuium packet, in its current state, has been mailed to BPA. We
anticipate that this new material will be ready for distribution during the follewing reporting peried.

« Ongoing Teacher Support
By the end of the reporting period, nearly 50 schools were actively involved in the Solar 4R
Schools program. As a result, BEF staff spent significant time communicating with the Teacher
Champions. BEF's educational Lialson distributed the latest educational material, conducted
teacher training sessions and answered curriculum-related guestions. Other BEF staff
communicated with schoal IT and facilities personnel as necessary to maintain system
functionality.
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Progress Report to the Bonneville Power Administration-Rencwable Energy Activitias October 2008-September 2007

» improvement to Standard Program Documentation

With each Solar 4R Schools project that BEF manages, we learn how to improve the installation
and education processes, and we integrate these lessons into our project managemsnt system.
Based on feedback from stakeholders, we modify our teaching materials, our training
presentations, our contracts, and cur standard host school communication documents.

In the past year, we tweaked our standard project host “Acceptance Letter” document to
encourage cooperation from sach important party at the school. By including a “Solar Supporters”
section within this Accaptance Letter, and by requiring that the schools’ Teacher Champion,
Principal, IT Manager, and Facilitiss Manager signed this petition before being awarded a project,
we have dramatically increased the cooperation from the host participants.

On the instafiation side, we modified our standard instaliation contract to require that each
contractor incorporate extensive
pane! theft prevention measures into
the installation process (e.g. tamper
resistant bolts, tack welding). This
additional clause should go a long
way to securing each new project,

» Database Updates

BEF continued to make incrementat
improvements to the Project
Management database in order to
reduce the energy, time, and money
required for each project. This year
we added additional functionality to the database sc that we could more closely coordinate the
three primary project managemant facets: installation, education, and public outreach. We are now
tracking more detailed inforration on each project so that all BEF staff can access vital information
at any time. By publishing and sharing key data points {e.g. contacts, target instailation dates,
target opening event datas, target teacher training dates) across staff, we streamlined the process.
This coordination allows us to spend less time discussing the project details, and more time
coliaborating with the teacher champlons on their educational efforts. Additionally, the database
now records seral numbers and the precise on-site location of all major hardware components.
This tracking system makes remote troubleshooting and maintenance far less daunting, and
should make any future theft reporting more efficient.

MOA Charges for Solar 4R Schools Program Improvement: BEF staff ime-$61,208
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Progress Report to the Bonnevifle Power Administration-Renewable Energy Activities October 2008-Septembear 2007

Internet-Based Monitoring for Small Renewable Projects

The creation of a custom touch screen kiosk and the development of accompanying customized
flash pages were the most significant enhancements to our data monitoring capabilities during the
year. After two of our kiosk suppliers went out of business, we
determined that it was in our best interest to design and manu-
facture (with the help of a local woodworker) our own. We dis-
covered that we could produce more functional kiosks in a more
timely manner at about half the price, so the decision was an
easy one. The kiosks, when
combined with our new cus-
tomized flash-animated in-
formational pages, enhance
the educational experience
of our host schools, and
serve as a primary means of
informing the school com-
munity about the project

Cvim Farma

Live Sorst Ef

e (& € 0 Think
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Progress Report to the Bonnevile Power Administration-Renewable Energy Activities October 2008-September 2007

Additional kiosk flash pages depict renawable energy technologies and their benefits, and
encourags students to take action in their own communities
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existing projects. This task became much easier this year when we began using a tool called In-
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Progress Report to the Bonneville Power Administration-Renewable Energy Activities October 2006-Seplembar 2007

» Web-Based “Solar Classroom”

In order to enhance the educational value of the S4RS projects, BEF previously created a web-
based Solar Classroom that aliows students and teachers to access the live and historical data
from their projects, and to compare system performance to that of other schools in the program. In
the current year, BEF devised plans, to substantially increass the functionality of this site, and
created a design document that outlines the technical and educational requirerents for the
second generation of this web portal.

MOA Charges for Internet-Based Monitoring: Project hardware and BEF staff time-$31,245

Educational Assistance to Public Utilities and Regional Stakeholders

« Puget Sound Green Power Awareness Campaign

BEF worked with Tacoma Powaer, Seattle City Light, Snohomish PUD, and Puget Scund Energy to
launch a Green Power Awareness Campaign modeled on the highly successful 2004

campaign. We ran another highly successful campaign during the year, increasing utility signups
significantly. The campaign again received a national Green Power Beacon Award at the national
Green Power Marketing Conference. BEF intends to launch a similar campaign for Spring 2008.

+ Oregon Municipal Electrical Utilities

At the request of the Oregon Municipal Electrical Utilities (OMEU), BEF joined other presenters in
briefing OMEU members on offset/RECS options for complying with Oregon’s new Renewable
Portfolio Standard.

BEF’s President, Angus Duncan, aiso undertook various sducational activities to benefit regional
stakeholiders during this reporting period. Such activities included preparing and delivering
presentations on renewable energy technologies, economics, and public policies to numerous
Consumer-Ownad Utilities and other regional stakeholders. Copies of these presentations are
available upon request.

Mr. Duncan also spent significant time participating in other regional educational activities not
charged to the BPA MOA. These activities include his participation in:

+ State and regional task forces (e.g., Oregon Governor's Renewable Energy Working Group
[REWG]: Governor's Carbon Allocation Task Force; Energy Trust of Oregon's Renewabies Advisory
Committee);

*Wind Integration Project’s Policy Committee proceedings leading to the NW Wind Integration
Action Plan adopted in 2007
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Pragress Report to the Bonnewvitle Power Administration-Renewable Energy Activities October 2008-September 2007

MOA Charges for Educational Assistance to Public Utilitias and Regional Stakeholders: BEF staff time-
$16,256

Mr. Duncan continued to support the LMEG, attending Board meetings. {Note: No time spent as a
member of the White Creek Participants’ Cormmittee supporting development of the White Cresk

project was included in this category.}
MOA Charges for LMEC-Related Educationat Support: BEF staff tme-$1,751

Update on Renewable Education Activities {from previous Progress Report)

In the previous report, we listed various Renewable Education Activities goals for this current
period. These included:

Goal Progress

1 | Retrofit 5 exdsting projects in the City of Ashland with data Projects underway
moenitoring systems

2 | Improve the contert and delfivery of our school Complete (and ongoing)
educational materials on an ongoing basis, end provide
better suppaort to teachers participating in the S4RS

pragram
3 | Add functionality to our web-based “Solar-Classroom” In process
4 | Design customized, less expensive project kiosks Complete
5 | Develop additional fiash-animated kiosk pages to inform Complete

students about renewable energy

6 | Create a PowerPoint (or similar) presentation so that Complete
public ullities in the Northwest can better understand
what the S485 program entails

7 | BEF will devise a ptan to deliver renewable energy Complete
8 | Deliver educational material to schools in Seattla City Light Complste {and ongoing)
{erritory.
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Progress Report to the Bonneville Power Administration-Renewabie Energy Activities October 2006-September 2007

Anticipated Activities

Anticipated Direct Application Renewable Resource Activities:

t Sol -
We anticipate that the sclar co-op will continue to grow, We intend to work with the co-op to
ensure that this growth is accomplished in a way that addresses the needs of all parties in the
chain of ownership.

The Northwest Wind Co-op

We anticipate continuing to provide a modest amount of support for NW SEED in their efforts to
educated the public regarding the use of small wind technology in the Northwest.

BV Demonstration Projects

During the period, we talked extensively with, among others, Seattle City Light, Clark Public
Utilities, and Snohomish PUD, about collaborating on new renewable energy demonstration
projects. Those discussions laid the groundwork for future projects, many of which will be detailed
in BEFs next report to BPA.

We will also detail the completions of the Toutle Lake High School, Wake Robin Learning
Center, and West Salern Srnall-Wind data monitoring projects

Anticipated Renewable Research, Development And Demonstration Activities:
tivi

BEF will continue to offer Solar 4R Schools projects in COU territory, but we also plan to

make available the option of larger scale solar projects to schools and other community

(non-profit) facilities through tax-advantaged financing tocls. We hope to install one or two
initial projects, using this model, in the upcoming reporting period.

ilcli ted Photovoltai j .
In the coming year, BEF hopes to work with the da Vinci Arts Middle School in Portland 1o bring the

state-of-the-art, “zero-emission”, modular classroom project to fruition.

Community Solar Project
BEF will continue to provide support to the City of Ashland’s Community Solar Project.
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Prograss Report to the Bonneville Power Administration-Renewable Energy Activities October 2006-September 2007

Biomass

In the 2007-2008 pericd, BEF will complete technological due diligence on the proposed biomass
{forest-fuel} project, and will identity fuel supply partners and issues associated with long-term fuel
supply contracts. Siting of an initial unit in association with a potential co-generation heat host is a
principal goal. Initial discussions around financing will be initiated, as will legal analysis of project
structure and requirements to leverage state and federal tax benefits. BEF hopes to complete the
pre-deveiopment/RD&D evaluation phase in 2008-2009 and to decide, at that point, whether to
field a demonstration unit in 2009.

Wind Integration

As Oregon and Washington both have adopted Renewable Portfolio Standards that govern both
{OU's and COU's, and both states are joined by Montana in the Western Climate Initiative, the need
to increase system flexibility to accommaodate additional demands for low-carbon, renewable
resources, has not abated. The next set of tasks for this Project will focus on new storage and
control technologies that can augment the system’s inherent flexibility and accommodate still
greater penetrations by wind and other intermittent renewable technolcgies.

Anticipated Renewable Education Program Activities:

rofits-
We have firm plans to upgrade 5 existing projects in the City of Ashland with data monitoring
eguipment. '

n | Progr.
« BEF's Educational Liaison plans to:

1. work with content and copy editors to make our school curricuium more professional
2. match the lesson plans in the curriculum with state education standards

3. devise renewable energy “claséroom toy" packages for various grade levels. The packages
might include learning toys such as solar race car and maode! wind turbine kits

4. write and distribute a quarterly Solar 4R Schools newslstter geared towards the Teacher
Champions in the program

5. assess and seiect remote training tools so that the teacher training sessions can be
delivered on-line when necessary

8. continue to enhance the SolardRSchools.org website
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Progress Report to the Bonneville Power Administration-Renewable Energy Activities October 2006-September 2007

egional Puget Sou r r Awarene
BEF intends to faunch another campaign with Tacoma Power, Seattle City Light, Snchomish PUD,
and Puget Scund Energy in Spring, 2008.

Page 26 of 26




Attachment 16

BONNEVILLE
ENVIRONMENTAL
FOUNDATION

ANMUALREPORT

April 1, 2009-March 31, 2010

Bonneville Environmental Foundation is

a nonprofit that pioneers entrepreneurial
solutions to remedy the earth’s most pressing
energy, water and climate concerns.
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Thanks to the thousands of peaple like you who share and support our goals for a healthier
environment, we've had anather amazing year at BEF.

Here are some of our most exciting accomplishments in Fiscal Year 2018:

__________________________________________________________________________________________________________

p Durcustomers bought over one million Renewable Energy Certificates and Carbon
Qffsets, keeping over 700,000 metric tons of COZ gut of the air. :

We created a new market-based mechanism for restoring water to critically dewatered :
streams, returning over 11,000 acre feet of water to streams in Oregon and Montana. ;

We completed 55 more solar projects on schools and community buildings.

developing partnerships on seven tributaries of the Upper Willamette River.

>
»
} We added two more Model Watersheds in Idaho, Wyoming, and California and are
»
P We won three national awards for our work.

BEF Renewable, Inc. completed large solar and methane digester projects.

In our biggest innovation this year, we hamessed market mechanisms to make it easy for
individuals and companies to restore water to critically dewatered streams. The BEF Water
Restoration Certificate™ debuted during the summer and since then, has helped secure more
than 3.5 billion gallons of water for streams in Oregon and Montana.

We also initiated partnerships with two more Model Watersheds this year. These new 10-
year agreements create exciting opportunities to share strategies and help improve more
watersheds. The Teton Model Watershed straddles the Idaho and Wyoming border, while

the Mattole Model Watershed is in northern California. And we're working with groups in
tributaries of Oregon's Willamette River in an exciting partnership with Meyer Memorial Trust.

BEF was honored with three national awards for our work this year: the Green Power Suppliet
of the Year from the U.S. Department of Energy, the Green Power Education Outreach Program
Award from the Center for Resource Solutions, and the Annual Innavation Award for a K-12
Project from the Interstate Renewable Energy Council.

As always, BEF will continue to support and develop renewable energy, increase educational
opportunities, and expand our work in watershed restoration. We are thankful for all we've
accomplished this year and look farward to another exciting year ahead.

Best regards,

Margie Gardner, CED
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WATER RESTORATION CERTIFICATES |
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Biue Is the new Green

Watet is key to life. Everyone is linked to each
otherand the planet by the need forwater.
However, this essential resource is often wasted.
And as droughts, water rationing, and water
pollution become more common, scrutiny ever
our water use is increasing. Unfortunately, there
are far more rights to use and consume water
inthe westem U.S. than there is water in our
streams, rivers, and lakes.

As a result, ever-mounting pressures to use
water are leaving many important rivers and
streams dry or chronically dewatered. in fact
in the summer, the Prickly Pear and the Upper
Deschutes used to un completely dry.

One of BEF's proudest accomplishments this year

was the development of a market-based solution
to address the growing water crisis. With over

a decade working to restore watershed health,
BEF had experienced the problems and had the
knowledge to come up with a solution: Water
Restaration Certificates™ [WRCs).

The WRCis a simple mechanism that allows
people to actually do something to address the
problem - by putting water back into critically
dewatered streams. WRC purchases provide

an economic incentive for water rights holders
to dedicate some water to the river. More
importantly, they help landowners balance their
own needs with those of the environment With
more water staying in rivers and streamns, water

Middle Deschutes River

quality improves, fish and wildlife habitat is
enhanced, and there's more water for fishing and
recreation,

The first three streams whose water has been
secured in this initiative were Evans Creek,
draining into the Rogue Riverin Oregon; Prickly
Pear Creek, which flows into Lake Helena in
Montana; and the Middle Deschutes, a 35-mile
section of the Deschutes River unning between

the city of Bend and Lake Billy Chinookin Oregon.

} "A TRUE FREE MARKET REQUIRES US TO PROPERLY VALUE
NATURAL RESOURCES. THESE WATER RESTORATION
CERTIFICATES ARE ANOTHER GREAT EXAMPLE OF HOW BEF USES
ITS INTEGRITY AND INNOVATION TO CREATE A MARKET-BASED
SOLUTION FOR AN ENVIRONMENTAL ISSUE.”

ROBERT £ KENNEDY, JA., ENVIRONMENTAL LEADER AND ACTIVIST
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“I'M EXCITED TO SEE A PRODUCT THAT SO ELEGANTLY ADDRESSES ONE
OF EARTH'S MOST PRESSING PROBLEMS — DUR LOOMING FRESH WATER
CRISIS.”

DENIS HAYES, CHAIRMAN INTERMATIONAL EARTH DAY METWORK, PRESIDENT BULLITT FOURDATION

D R TR L by o,
Prickly Pear Creek Before Restoration
—Photo credit: Rankin Holmes

L
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~Photo credit: Rankin Holmes
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SEF's WROs are the first 2

g

solution that is ce
and ready to buy,

For many years, Evans Creek has run nearly dry
in the summer because mare water nghts are
allocated than there Is water in the stream,
Fortunately, Lawrence Martin, who has lived on
Evans Creek foryears, is one of the water rights
holders. Martin used to grow two crops of hay

Juvenile Steelhead in Evans Creek

;ﬁmzu waier restoration

u@‘a:*fr*,ﬁwfﬁ,mwz:‘; i

every year using water from the already
dewatered Evans Creek — one in spring and one
in summer. In the spring, there was plenty of
water from melting snow. Butin the summer, the
hay crop was marginally productive and using
the waterdried up the creek — a real lose-lose
situation.

Unfortunately, the way Western Water Law

is written, if Martin did not put his waterto
“beneficial use,” he could lose his water rights,
thus devaluing his property, and allowing another
water rights holder to use the water instead, If
this happened, the creek would still be dny and
Martin’s property would decrease in value. This
was not going to work.

The gaad news is thatin Oregon, the definition of
“beneficial use” includes dedicating one’s water
rights to the stream. This is where BEF and our
partner the Freshwater Trust, enter the picture.
BEF cantracted with Freshwater Trust to maintain
an agreernent with Martin: he would agree not

to use his irrigation water during the driest part
of the summer, officially leasing the water to the
stream, to increase low flows and provide for fish
and wildlife. The result? Wateris keptin the stream
in late Augustand has led to a thriving population of
juvenile steelhead. Pretty remarkable.
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“BEF'S PROGRAM OFFERS AN INGENIOUS, MARKET-BASED SOLUTION
THAT RESTORES CRITICALLY DEWATERED STREAMS, WHILE PROVIDING
REAL VALUE FOR BUSINESSES, FARMERS, COMMUNITIES, AND [AND-
OWNERS.”

RALPH CAVANAGH, CO-DIRECTOR ENERGY PROGRAM, NROC, VICE-CHAIRMAN, BEF BOARD OF DIRECTORS

D HOW IT WORKS:

» Each WRC represents 1,000 gatflons of water that BEF will return to critically
dewatered streams through supply contracts with local Water Trusts.

« Individuals and businesses purchasing a WRC are ensured that 1000 gallons
of water will stay in a stream that needs them.

» The landowner with the water right can leave that 1000 gailons in the stream
and still maintain the water right.

» The standards and criteria for each WRC project are certified and endorsed by
the National Fish & Wildlife Foundation to ensure that water is returned at atime
and place that will produce real environmental benefits.

» BEF Water Restoration Certificates are numbered in an online registry and
independently audited to make sure that the water is never double counted.

= BEF's WRCs are the first and only water restoration solution that is certified,
standardized, inventoried and ready to buy.

= 1000 satioss of Water Bastorsd 1o the Enviconment -

Vinler ﬂgnsmmﬁ
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POWERING THE CHANGE TO CLEAN ENERGY

Two ways to curb carbon

For over a decade, BEF has worked to clean time - White Bluffs at Hanford. And in FY 2010,

up the air by supporting renewable energy we continued developing groundbreaking wind,
projects. We were instrumental in developingthe  solar and biogas projects through the sale of
White Creek Wind Farm in Eastern Washington, renewable energy certificates and carbon offsets
the |argest public wind energy project. We and through our subsidiary, BEF Renewable, Inc.
participated in the largest solar array at the Here are some of aur staries.

D HOW IT WORKS

BEF offers two carbon solutions for companies and individuals looking to take
responsibility for their carbon emissions. Both support projects across North
America and are great ways to go beyond just offsetting a carbon footprint.

1. BEF Carbon Dffsets ]

reptesent the capture

and reduction of harmful 1 @ = § setris Ton of Larhor Sheldy Redurtions
greenhouse gases

emitted from sources 3 . € acon Lonsions = Carbon Bfsels

such as animal waste, : H

landfilts, et refriperants.
Types of carbon offsets
include renewabie
energy piojects and
biodigesters that capture
and flare methane gas
from animal waste or
fandfills. One casbon
offset represents the

*
-

reduction of preenhouse gases equal to 1 metric ton of carbon dioxide. BEF Larbon Offsets
can be used to balance the carbon emisslons from activities such as air travel, commuting,
and shipping.

2. BEF Renewable Enerpy
Centficates {RECs}
represent renewabie
. _ energy from sources
L e 3 such as wind, solar, or
' h ' biogas projects where
clean energy has been
defivered into the North
American power grid to
reduce carbon emissions
from existing fossil
fueted power plants.
One REC represents the
environmental benefits of
1 megawatt hour (MWh)
of renewable electricity generated and delivered to the power grid. BEF REEs can be used to
offset the carbon emissions from electricity use.
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‘I THINK BEF HAS A HUGE ROLE TO PLAY IN CARRYING THE MESSAGE
OF DOING THINGS DIFFERENTLY IN THIS COUNTRY, BECAUSE THAT'S
THE ONLY WAY THAT BEF'S GOALS AND OUR GOALS ARE GOING TO BE

REALIZED.”

JOHN SAYRE, EXECUTIVE DIRECTOR, NDRTHWEST CHINOUK RECOVERY AND QUALCO ENERGY PARTNER

Turning poo into power

Dairy waste can be used to generate electricity,
act as a catalyst for environmental change,
and ata dainy farm in Manroe, Washington, it
can turn old rivals inta long-time friends. They
call themselves Qualco Energy — a nonprofit
corporation formed to develop renewable
energy fram dairy waste and to restore fish
habitats within the Snohomish River basin. Or,
as dairyman and Qualco Energy partner Andy
Werkhoven puts it, “We're taking a lot of the
yucky things in life and tuming them into good
things.”

One of those ‘yucky things’ is cow manure, and
the 1,000 cows on Werkhoven's family dairy
farm create a lot of it. Some of that waste was
seeping inta the Skykomish River. And about 10
years ago, Werkhoven's neighbors began to take
notice. “Our closest neighbors are the Tulalips,”
Werkhoven said, referring to the historically fish-
dependentNative American Tribe of the Tulalips.
“They have fish on one side of the water line and
we have cows on the other”

The Skykemish Riveris listed by the State of
Washington as an “impaired water body" for

its high levels of nutrients and bacteria. The
Tulalip Tribe has fishing rights to the Chinook
salmon that spawn in the river, and they became
concerned when the numbers of fish started to
decline. Many in the Tulalip Tribe began looking
atthe dairy farmers’ practice of over-fertilizing
their fields as a likely culprit. When dairy farmers
use raw manure to fertitize, the excess can leach
into nearby streams and rivers.

Daryl Williams, the environmental liaison for
the Tulalip Tribe, said the Tulalip people have
always been fishermen and wanted to maintain
that heritage. “Previously, we hadn't been
working with the dairy community in this area
for several years,” Williams said. “We weren’t
fighting with each other, we just weren't talking
with each other”

One of Andy Werkhoven's Cows

Such civility is not common between dairy

farmers and Native American groups in

Washington State, said John Sayre, Executive
Director of Northwest

¢ Chinook Recovery and

‘ '5; Qualco Energy partner. “In

. the restof the state, you

had tribes, farmers, and

. environmentalists all at

each other’s throats,” he

John Sayre said.

But instead of going down that often-travelled
path, representatives from these disparate
groups began meeting together to work on

a solution. They found it in the form of a
hiodigester.
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Biodigesters take animal and other organic
wastes such as inedible eggs, cheese curds,
and fish blood that would normally be dumped
in a landfill and mixes them together —
collecting the methane gas that is emitted. “It's
like a big percolating stomach with a 26-day
retention time,” said Werkhoven. The methane
gas can be used to fuel an electric generator
and/or flared to reduce greenhouse gas
emissions.

L

"

7 T o

Qualco Energy biodigester near Monroe, Washington

BEF helps finance the project by contracting Egg waste pouring inta ,,;odige;‘,, '
to buy the Carbon Offsets that are created by
the flared methane. Proceeds from reselling
these certificates and offsets in the voluntary
market go to fund more renewable energy and
education projects.

business venture. “We've really developed a
friendship out of this that extends outside of
working on this project,” he said.

Still, mare work is to be done. Future plans
include expanding the system to create mare
energy and developing more relationships with
dairy product producers that could use the
biodigester to remove waste from area landfills,

“After eight years of working in a relationship,
I think we've put together a business plan

. and a business that
makes sense,” said
Werkhoven, His partners

AT THIS TIME, WHEN GLOBAL

the project has hecome
more than just a

IN THIS IMPORTANT ARENA.”

MARGIE HARRIS, EXECLTIVE DIRECTCOR, ENERGY
TRUST GF AREGON, INC.

the projectagree.

. “We'te demonstrating . WARMING HAS BECOME A E

AndyWerkhoven that people do have a E MOST URGENT CHALLENGE ::
common interestand | FORUSALL TO ADDRESS, THE |
can work together, said . ROLE OF BEF HAS BECOME |
el Toesaid | ONLY MORE CRITICAL. THANK |
YOU FOR YOUR LEADERSHIP :
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BEF Renewable, Inc,

Afor-profit that's for the greater good

As a vehicle for large projects, our for-profit
subsidiary, BEF Renewable, Inc,, dramatically
increases BEF's capacity for catalyzing
renewable energy development by enabling
access to Federal and State tax incentives. BEF
Renewable, Inc. supports renewable energy
and reduces greenhouse gases through the
development of projects that promote new
renewable energy technology and works with
underserved markets such as nonprofits and
municipalities.

In FY 2010, BEF Renewable, Inc. completed a
267 kW solar project at 2 Portland Water Bureau
groundwater pumping site and an 85 kW solar
energy project atthe East Portland Community
Center. The aquatics facility at the East Portland
Community Center is the first of its kind 1o
achieve LEED Platinum status. Its PY panels on
the roof are expected to provide 15 percent of
the building’s total annual energy. Another six
panel solar thermal installation heats water for
the showers. The two solar projects were

East Fortland Community Center—Photo credit: Teagan Walden

Alice Bray with Portland Water Bureau solar array

Margie Gardaer dedicating East Portland Community Center
—Pheta credit: Teagan Walden

funded 80 percent by investors and 20 percent
by grants. Participants included the Energy
Trust of Oregon and Pertland General Electric.
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Another BEF Renewable, Inc. projectis the
groundbreaking Threemile Canyon Farms
Methane Digester Prgject near Boardman,
Oregon. This biodigester demonstrates a
modern, more efficient, and less costly digester
technology that uses thousands of old tires.

1
i

Methane Oigester under construction

Threemile Canyon Farms is a learning lab.
Right now, they're testing the efficiency of a
new design using cast-off tires. A functioning
biodigester here can become a model for
smaller farms throughout the region. The
Threemile Canyon Farms Methane Digester
Project is a partnership with BEF, NW Natural,
The Climate Trust, and J-U-B Engineers. J-U-B
Engineers, a 300-member civil engineering
firm with 14 offices in 4 Western states,
provided the patented design and project
construction management, and will implement
and oversee the monitoring plan.

Hole excavation for Methane Oigester

The tires act as the medium for keeping the
bacteria-containing biomass in the digester,
improving the treatment efficiency and
performance of the system. The farm was
chosen in large part because of its commitment
to corporate social responsibility, including
reducing its environmental feotprint. Located

BEF Renewable, Inc. is also participating in the
development of a small project at the Larimer
on 93,000 acres, the farm combines crop County Landfillin Coforado in a joint effort with
farming and dairy operations. A 23,000-acre Larimer Energy Partners, the Climate Trust,
conservation area has beep established to and the Colorado Carbon Fund. The project
protectirreplaceable habitat and the species
that depend on it. The farm also has a large
impact on the local economy, employing 300
full-time and up to 400 seasonal workers,

with a $10 million payroll and a $250 million
annual economic impact in Morrow and

Gilliam counties. But the real stars of the show
are Threemile Canyon Farms’ dairy cows that
feed the innovative methane digester with the
manure they create every day. In February
2010, the biodigester began using the
renewable methane given off by the manure to
fuel an on-site boiler at the facility.

is still under development, but the methane
destruction began late in 2008,
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“THE SALE OF CARBON CREDITS FROM OUR PROJECTS IS AN INTEGRAL
FART OF LARIMER ENERGY'S BUSINESS MODEL FOR SMALL LANDFILL
GAS-TO-ENERGY PROJECTS. THE FINANCIAL VIABILITY OF SMALL
PROJECTS RISES OR FALLS ON THE SUCCESSFUL MARKETING OF CARBON

CREDITS.”

GREG TILDEN, LARIMER ENERGY PARTNERS

Although our portfolio changes all the time, Alaska to Texas, representing over 1,800 MW of

our supply of RECs cames primarily from wind renewable energy capacity.
farms, biodigesters, and solar projects from

Cows lounging at Foote Creek Wind Farm
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CUSTOMERS AND STORIES |

All In the family
What da the Virgin Mobile, Oregon State University,
and the State of Oklahoma all have in common?

They, along with aver 400 other organizations,
all work with BEF to mitigate the impact their
activities have on the planet's resources,

United by their interest in sustainability and a
commitment to developing clean, nonpolluting,
renewable sgurces of power, our corporate,
nonprofit, and government partners are making
great things happen. In the lastyearalone, our from sources like wind, solar, and biomass, That's
partners were respansible for generating 1 million  equivalentto all the electricity needs for the
megawatt hours of clean, renewable power, That's  states of Hawaii, Alaska, and Vermont combined.
enough energy to power all the homes in a ¢ity
the size of Boise, Idaho; Chandler, Arizona; or
Greensharo, North Carolina foran entire year.

RUTI

BEF Staff set up trade show booth

BEF is incredibly proud of cur custamers, who
increased their commitment ta RECs and carbon
offsets overthe last fiscal year, That's right, their
For those notintimately involved inthe voluntary ~ purchases actually grew in a recession! So,

market for carban offsets and renewable despite the doom and gloom hews about the
energy certificates, you'll be suiprised ta hear state of the stock market and housing market, the
that according to the National Renewable voluntary market for renewabie energy is very

Energy Laboratony, nearly 1 million individuals, bright.
businesses, and institutions across the U.5. have
voluntarily purchased renewable energy in 2008.
Together, these valuntany purchases support

24 million megawatt hours of renewable energy

Here are a few anecdotes about some of our
cofparate partners and why they chase to support
renewable energy and BEF.

P Terra Nostra Organic
=(fsets electicity use since 2008
*Suppotts enough wind enetgy to power approximatety 50 homes for one year
*Brands its chocolates with on-packaging informatian showing its support of renewable
energy

Challenge:

KFM Foods International wanted to promate the fact that they
buy enough RECs to offset 100 percent of the electricity used to
mmake their Terra Nostra Organic Chacolates and their private labe!
chaocolates for the Wild Harvest Grganic brand.

Solution:

KFM and BEF worked to put the BEF Clean Energy Seal on KFM's packaging to show consumets
they're commitied to supporting the production of clean energy. The BEF Clean Energy Seal
proved 1o be an easy and effective way to communicate the company's commitment to clean
energy.
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"WE TAKE GREAT PRIDE IN ASSOCIATING OURSELVES WITH A NONPROFIT
FOUNDATION WITH BOTH VISION AND LEADERSHIP IN THE EMERGING
RENEWABLE ENERGY MARKET.”

ELLEN W. FEENEY, VP RESPONSIBLE LIVELIHOOD, WHITEWAYE FQODS COMPANY

P Silk Soymilk
=Dffsets alt electricity since 2003
*Promotes wind energy on product packaging
s Four-time winner EPA Green Power Partnership Award

% Challenge:
" tLaunched in 1978 with a desire to create healthy foods that change
lives and the wortd, Sitk takes its mission seriousiy. In addition to their
responsible soybean sourcing program, Sitk was one of the first consumer
products brands in the country te embrace renewable wind enerpy. Since
2083, Sitk has partnered with BEF to affset the etectricity used to create
: their tasty products with BEF's Green-e Energy Certified Renewable Energy
Centificates. Over the last 7 years, Silk has supported the development of enough wind energy
to power over 28,000 homes for an entire year in 2007, Sitk decided to take their support of
wind energy to a whole new level - they sought to engage their customers and the general
public in an interactive, nationat promotion featuring wind power,

Solution:

Silk's internal marketing team worked with their outside PR and marketing agencies to

create the “Green Caps for Green Energy” promotion, For three months in the spring of 2007,
consumers who purchased speciaily marked, green-capped cartons of Stk could visita
promotional wehsite and enter the UPC cade for a chance te win a green home make-over.

For every UPC code entered, Sith puschased a day's worth of wind energy from BEF ta green
zach participant’s home electricity for the day. Over the course of 3 manths, Silk's promation
generated over 100,000 entries, was featured on The Today Show, and won a Bronze Reggie
Award from the Promotion Marketing Association. The promotian was 50 successiul that Sitk is
currentiy running she third iteration of the promaotion.

BEF provided marketing support to Silk's PR and interactive marketing agencies throughout
zach of the three Green Caps promotions. The Vice President of DEF's Climate Business Group,
Pauick Nye, served as a national spokesperson for the promotion.

P US Green Building Council LEED
»(fsets all electricity since 2003
«BEF has a LEED accredited professional on staff
= BEF has provided RECs for aver 15 distinct LEED prejects since 2005
*BEF RECs qualify for a second credit through the innovation and lesign credit criteria

City of Las Angeles, CA

Chalienge:

The City of Los Angeles needed quality Renewabte Energy
Certificates [RECs) at a competitive price for two of its LEED
projects: The City of Los Angeles Bomb Squad Building and
the Hollenbeck Police Station.

Solution:

The city fooked to BEF te help mahe this project possibie by providing Los Angeles with

RELs that were affordable and reliable. When the buildings were completed, Los Angeles
earned points for Fnergy and Atmosphere Credit & as well as Innovation in Besign Credit 4 for
purchasing 100 percent renewable energy on a Z-year contract.
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P The North Face
s (ffsets ail electricity & natural gas since 2008
=Supports enough wind energy to power over 3,000 homes for a year
»Promotes wind energy in The North Face retail stores

P i Morth

Ly, W WETE

Chailenge:

Sustainability and censervation form the
core of The North Face’s ptedge to advance
the well-being af the planet, its citizens, and
those who enjoy exploring it It's no surprise
that The North Face chose BEF's Green-e
Energy Certified Renewable Energy as a
cofnerstone of its sustainahility strategy.

in fact, in 2009, The North Face purchased
enough wind energy from BEF to match

100 percent of the electricity use and

We g6t d”-ty T patural gas emissions of its North American
H

Headquarters, afl 29 retail cutlets, plus its

bl.lt l'll n C Iean . U.5. and Canadian distribution facilities.
But for the brand that vows to "Never Stop
Exploring” this wasn'tenough. The Naorth
Face looked to BEF for he!p to inspire its
customers ta fallow suit.

Solution:

It spring 2009, BEF was tasked to creste a communications campaign that wouid
inspire The North Face's customers to support renewable energy. To achieve this,
BEF assembled a team well versed in both outdoor sports and sustainability. During
the foliowing weeks, the “We Get Dirty, But Rur Clean” campaign emerged, perfectiy
hiending The Nasth Face's passion for the autdoors with its enduring commitment to
sustainability.

The campaign, which taunched in late surmmer 2009, consisis of signage at checkout,
in fitting yooms, and on community builetin beards in more than 30 of The North
Face's setait outlets across the country. BEF also pravided information and tatking
points 10 the brand's retail employees so they could answer any consumer questions,
Finally, BEF adapted the campatign for use at trade shows, speaking engagements,
and The North Face Erdurance Challenge events. Committed to providing customers
with added value services such as marketing, BEF conceived, designed, printed, and
delivered a suite of materials to help inspive The North Face'’s consumers to purchase
renewable energl.
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I AM PLEASED WITH THE SKIGREEN OFFSETS WE SELL ON BEHALF
OF BEFAS THEY REPRESENT A TANGIBLE WAY OUR GUESTS CAN BE
RESPONSIBLE FOR THEIR OWN CARBON FOOTPRINT WHEN COMING TO

RECREATE AT M. HOOO MEADOWS.”

HEIDI LOGOSZ, MT HOOD MEADOWS

BEF hits the siopes

Businesses that depend on the land and natural
resources are acutely aware of changes in the
ecosystem. Unusually warm winters or curiously
cool summers have visible impacts on all types
of outdoor recreation activities. Consider the
snow sports industry, The viability of the entire
industry is dependent upon receiving countless’
gifts from the environment in the form of fluffy,
fat snowflakes.

Mt. Hood Meadows Ski Resart—Phata credit: Mt. Hood Meadows

Over eight years ago, BEF began a partnership
with Mt. Hood Meadows, a ski resort operating
with a special use permit in the Mt, Hood
National Forest, 70 miles outside of Portland.
Committed to making the resort as sustainable
as possible, the owners of Mt. Hood Meadows
had just completed The Natural Step Framework
and came to BEF to offset the electricity

used by their Shooting Star chair lift. In early
conversations with BEF, the resort and their
sustainability consultants shared the results of
their recent environmental impact assessment,
The audit revealed that the largest negative
impact ski areas have is related to their guests’
commute to and from the mountain. Eager to
address this issue and make snow sports more
sustainable, BEF and Mt. Hood Meadows created
the SkiGreen program. '

SkiGreen is a retail offset program that enables
skiers and snowboarders to mitigate the carbon
dioxide pollution associated with their drive to
and from their favorite ski resort. For as little

as $2 a trip, snow sports enthusiasts can do
their part to support the development of clean,
pollution-free, renewable energy resources.

In the eight years since SkiGreen's inception,

the program has blossomed. Thanks to the

support of over 20 ski resorts and thousands
of environmentally conscious skiers and
snowboarders across the country, the world
has benefited from the development of over
5,600 megawatt hours of clean, pollution-free,
renewable energy.

Since its work with BEF began, Mt, Hood
Meadows has continued to blaze atrailin
sustainability. Currently, the resortis working
with BEF to offset 100 percent of the electricity
used for their operations. They have a waste
vegetable oil-powered Greasebus to give

guests 3 sustainable commuting option.

They have color-coded recycling and garbage
receptacles that have dramatically increased the
percentage of waste that's recycled. Additionally,
representatives of the resort have supported
legislation in favor of various renewable energy
and sustainability initiatives.

Seemingly small steps are making a real
difference.

SK‘I&reen‘

(V)

MT. HOOD
MEADOWS

——
SKI RESORT




Attachment 16

WATERSHED RESTORATION ,

Awatershed moment for our watersheds

In FY 2010, BEF sighed long term agreements
with groups working in two more watersheds:
the Mattole and the Teton. We're also close

to completing the preparatory wark for a
comprehensive, large-scale initiative in the
Upper Willamette River Basin.

BEF's watershed investments reinforce
science-based restoration strategies to
improve stream habitat and recover native
populations of salmon and trout. We use a
comprehensive Model Watershed approach
that partners BEF and the local community

far 10 years, Each Model Watershed receives
scientific support, a professional, independent,
scientific review, and funding for monitering
and assessment. Having a long-term
commitment ailows our Model Watersheds to
employ a systematic and scientific restoration
strategy. It also ensures that critical needs

are identified and addressed at the scales
necessary to achieve lasting improvements.

Mattote River Model Watershed

Mattole River, California

Model Watershed Partner: Mottole River and
Range Partnership [Sanctuary Forest, Mattole
Restoration Council, and the Mattole Salmon
Group]

The Mattole River and Range Partnership [MRRP)
is working to restore and conserve the streams,
forests, grasslands, and wildlife of northern
California’s Mattole River watershed, one of the
few remaining free-flowing rivers on Califomia's
Pacific Coast With its pure strains of native
salmon, significant blocks of conserved lands,
sparse populations, and a 30-year history of
community commitment to restoration, the
Mattole represents one of the most campelling
opportunities for locally led watershed
restoration projects in the Western U.S. Members
of the Partnership have worked with local
communities to develop and carry out innovative
approaches toa number of critical issues
including degraded salmon habitat, extremely
low summertime flows, the spread of invasive
plantspecies, elevated stream temperatures,
and high rates of sedimentation resulting from
extensive timber harvesting and earthquakes.

As a Model| Watershed partner, the Mattole River
and Range Partnership wili receive BEF funding
and technical support aver a 10-year period.
The MRRP believes the BEF Model Watershed
Program is fundamental to achieving the
Partnership’s goals by providing dedicated,
long-term funding to understand how and if
restoration activities are helping the watershed.

Martole River Model Watershed
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Headwaters of the Mattole River
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Photos of Teton River Model Watershed
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HEF advances the s¢ mww of watershed restoration
with sclentific reviews, reseRTL ne chalienges, and
monitoring.

willamette River Basin Program Partnering with
the Meyer Memarial Trust

BEF and the Meyer Memoria! Trust have teamed
up to support a comprehensive, long-term
watershed restoration program in Oregon’s
willamette River Basin. The primary goals of
this program are to increase the pace, scope,
and effectiveness of the community-based
restoration.

Participating Councils committed to campleting
a detailed Action Plan that will articulate a
vision and goals, performance benchmarks,
GI5 based mapping and tracking, and a
comprehensive monitoring plan. I August,

BEF announced agreements with the Long Tom
Watershed Council, Middle Fork Willamette
Watershed Council, and a partnership of

the North and South Santiam and Calapooia
Watershed Councils. At the end of March,

FY 2010 saw a tremendous amount of work BEF was close to finalizing agreements with
done toward selecting and developing the Luckiamute Watershed Council and the
relationships with the tributapy watershed Manys River Watershed Council. We expect this
councils that will be included in this program. program to serve as a model for others.

Tributaries of the South Santiam, Narth Santiam, and Mainstern Calapooia
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Benewah Creek Model Watershed Scientific
Review

BEF offers our Model Watershed partners the
opportunity to have an independent scientific
review of their projects. In FY 2010, the Benewah
Model Watershed near Coeur d’Alene, Idaho, had
one such review.

Experts in cutthroat trout, statistics, and fisheries
management from the U.S. Geological Survey, U.S.
Forest Service, Idaho Fish & Game Department,
and the University of [daho spent a full day with
our partners, visiting restoration sites and holding
in-person discussions. Everyone involved shared
lots of analysis and suggestions, which the
Benewah partners found to be extremely helpful
and valuable.

The experts had ideas for ways to suppress non-
native fish species, such as improving habitat
quality for every stage in the life cycle, and
suggested ways to fine-tune monitoring activities
to geta better handle on the effectiveness of
restoration actions. The formal written reports
were delivered in September.

Murdock Trust Funds Study of Restoration
Challenges

Across the West, communities and organizations
dedicate time and resources to restore the health
of their watersheds. In February 2010, with help
from the Murdock Trust, BEF launched a project
to identify the biggest challenges facing these
groups in a dozen Western states. Once the
research is completed, we will share what we've
learned and use the information to help inform
our strategic decisions on how to most effectively
invest our resources.

Phenomenal Bug Counts in the Deschutes
Bugs are good indicators of a stream’s health,
much like canaries in coalmines. The Deschutes
Model Watershed in Bend, Oregon, posted
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Scientific Review of the Benewah Model Watershed

improved aquatic insect counts in Whychus Creek
this year. Qur partners compared the numbers of
mayflies, stoneflies, and caddisflies at ten sites

in 2005 [before restoration work started] to the
numbers at the same sites in 2009, In 2005, four
of the sites were rated Poor, four sites rated Fair,
and two sites rated Good.

In 2009, the numbers were much better: only two
sites rated Poor, five sites rated Fair, and three
sites rated Good. And the composition of those
numbers (what flies were more numerous where)
was ruch better, especially in the lower reaches
of the creek. The way the flies are distributed
suggests thatincreasing the flow of water Year-
rounid may have cooled the creek and led to these
terrific ecological outcomes. Congratulations

to our partners at Deschutes! The hard work is
paying off.

Robert Warren holds a caddisfy
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~ PROJECT MANAGEMENT GROUP .

How we're powering bright minds

BEF works with utilities and other funding
partners to bring renewable energy education
into the classroom — at no cost to the schaols.
The Solar 4R Schaols program, BEF’s renewable
energy education program, provides schools and
community buildings across the country with
hands-on renewable energy teaching tools such
as science kits, lesson plans and photovoltaic
solar arrays.

AR

Ed R s e T T
Bryce Smith Accepts the Green Power Education Quwreach Program
award —Photo credit: Michael Ray White, www.michaelraywhite.com

i B

Through this wark, the Project Management
Group has positioned itself as a trusted leader in
solar project design and development and has
branched out to provide consulting to several
large Pacific Northwest firms. !t also continues
to raise the bar on renewable energy education
by revamping its science kits and activity
guides and producing new educational videos.
Solar 4R Schools received a facelift this year,

improving its ability to interact with teachers
and funding partners through several new tools
and praducts. It launched a new, interactive
web site at www.solardrschools.org, created a
new partner map software program, and builta
widget that displays real-time production data
on aschool’s website.

T e L e

Dave Lettero, Randy Batchelor and other IREC 2009 winners — Photo credit: IREC
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“[WITH THE PORTABLE CLASSROOM SYSTEM,] | CAN TAKE CONTROL
OF THE DEVICES IN THE ROOM AND RUN THEM ON CLEAN ENERGY. IN
ESSENCE, I'M TAKING THEM GFF THE GRID.”

JESSIEA LEVINE, ECKSTEIN MIODLE SCHOGL

Solar 4R Schoois Program expands nationwide,
but maintains local facus

In FY 2010, the Project Management Group
completed installations at schools across

the U.S. including Breckenridge and Oenver,
Colorado; Park City, Utah; Hinesburg, Vermont;
Reno, Nevada; and Jackson, Wyoming. But
some of the group’s proudest moments came
from working on projects in our own backyard in
Fortland, Oregon,

LEED Solar Classroom at da Vinci Arts Middle School

In August, the PMG team completed work with
Portland Public Schools on a solar performance
classroom at da Vinci Arts Middle School. The
new classroom is a revolutionary, LEED Silver
certified building that showcases the latest
innovations in green construction and acts as
a model for future district renovation and new
constiuction prajects. More than 150 32-watt
solar tiles are integrated into the roof and wired
to an inverter on the building. When combined
with a smaller, stand-alone solar system atthe
site, these two solar systems generate 6.3 kW
of energy - or enough power to provide almost
all of the 1,490 square-foot building’s electricity
needs.

The commiunity donated more than $100,000
in design, construction, and consulting services
to the project. The PMG team also worked with
Portland Public Schoals on three other solar
installations, added educational tools to two
area high schools, and installed data monitoring

and informational kiosks on nine other projects
inthe district.

Paortable power where the sun shines

One of our new products, the Portable Classroom
Systern, now operates out of six locations. The
system, which can provide 1500 watts of AC
power to a wide range of devices, is on a wheeled
cartthat allows for fastand easy deployment
wherever power is needed. Its solar panel can

be deployed on the ground at any angle so the
students can see it, can monitorthe energy it
creates, and can experiment with shading effects.

The system was initially designed for Eckstein
Middle Schoolin Seattle, Washington, through

an Amgen Award received by teacher Jessica
Levine, Levine is using the system to power her
classroom computer and documentcamera. “l can
take control of the devices in the room and run
thern on clean energy. In essence, I'm taking them
off the grid for devices the class can manage”

Portable Classmom System and stidents at Ecksteln Middle School

Her students monitor the system’s performance.
“When electricity is flowing, we can project
information on the classroom walls and even
touch the screen to manipulate the projected
information. This new wave of education has
helped me create a limited-paper ¢lassroom.” With
a steadfast commitment to conservation, Levine
bikes to school, parking her two-wheel transport
underneath the white board atthe front of her
classroom.



Attachment 16

Teacher Champion Named 1daho Middle produce?” “How much moeney have they saved
School Teacher of the Year the school?" “Can we get some mote panels?”
An $4RS Teacher Champion, Daniel Richardsof ~ These questions all serve as a springboard for
Meadows Valley School in New Meadows, Idaho, discussion and instruction about solar energy
was named the GIANTS Middle School Teacher and other renewable energy sources, as well
of 2009 by Idaho Gavemor “Butch” Otter. As as conservation. And having access to the
ateacher and mentor, Richards has brought information online allows me to show students

. e . how to answer some of their own guestions.
science to life in the classroom for nearly three )
. , ) Since we became part of the Solar 4R Schools
decades. He models his students’ annual field

program, student interestand enthusiasm for

L

trips to different environmental sites based on energy education has increased dramatically”
his own experiences with hands-on research.

Lastyear, he won another honar: the Idaho Sotat 4R Schools catches American Ido! fever
Environmental Education Association named him  The PMG team got the startreatmentin FY 2010
the 2008 K-12 Environmental Educator of the as they teamed up with FOX Broadcasting

Year, Company and the popular reality series American

Idoi to install a 1.36 kilowatt solar-electric
system at Camino Nuevo Charter Academy in Los
Angeles, CA.

The red carpet eventincluded appearances by
show contestants Anoop [Noop Dogg] Desai and
Lil Rounds and the hundreds of students and
teachers who welcomed them. The two stars
mingled with students, signed autographs, and
took a couple of the Solar 4R Schoals’ model
solar cars for a testdrive.

The system, located on the roof of the high
school, is being used to teach students about
photovoltaic technology, and will further the
mission of the college preparatory school, Their
program aims to educate students to be literate,
critical thinkers and independent problem-
solvers who are agents of social justice with
sensitivity toward the world around them.

____________________________

4 T A A o
Dan Richards and ctass in Valley of Fire, Nevada
— Photo credit Dan Richards

Conceming the S4RS program, Richards says
“At Meadows Valley, our solar panels are
located at the front of the building. They're
very visitle and students often ask questions "
about them. “How much energy da the panels Anaop Desai at Camino Nuevo Charter Academy
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“SINCE WE BECAME PART OF THE SOLAR 4R SCHOOLS PROGRAM,
STUDENT INTEREST AND ENTHUSIASM FOR ENERGY EDUCATION HAS

INCREASED DRAMATICALLY.”

DANIEL RICHARDS, MEADOWS VALLEY SCHOOL

Snohomish Public Utility District — A partner
for a better future

Officials at Snohomish PUD, headquartered

in Everett, Washington, do more than just talk
about building a brighter energy future; they
lead by example.

Snohomish PUD is the second largest publicly
owned utility in Washington, serving about
318,000 electric customers. From the 9.72
kilowatt photovoltaic system they installed

on their headquarters to the five schools that
received grants to become Solar 4R Schools
projects in FY 2010, Snohomish PUD has
become a model for other public utilities

and a great partner with BEF. This year, in
addition to the schools and headquarters, BEF
and Snohomish PUD partnered to complete
projects on Mukilteo City Hall, Snohomish PUD

Snoqualmie Gourmet [ce Cream

Community Transit Project, and Snoqualmie
Gourmet lce Cream. We are already looking to
install more in the upcoming year.

Their voluntary Planet Power program
continues to give customers a choice in the
source of their electricity and hefps fund
renewable energy projects throughout their
service temitory. Forinstance, when Shahnaz
and Barny Bettinger, at Snoqualmie Gourmet
Ice Cream built a new building near Maltby,
Washington, they wanted to do something good
forthe Earth, too. Snohomish PUD was there
to help finance a 2.04 kilowatt solar electric
system. Today, the system is not only helping
offset the Bettinger's electricity use, but it
also acts as a visible reminder to the store’s
customers of the value and availability of
renewable energy technology.

BAPdOIHAL BRI O Y
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p Thank you to Al of
Our PMG Funding
Partners:

Ametican Solar Epergy
Soctety

Aacendant Energy
Blachly-Lane Electric Co-op
City of Ashiand

Citg of Eflensburg

Clark Public Utltitles
Columbia River People’s
Utitity Disttict

Community Enetgy Solu-
tions

Cowlitz County PUD
Douglas County Community
Feundation

Edwards Mother Earth
Foundation

Energy Trust of Dregon, Inc.
Eugene Water and Electric
Board

FOX Broadcasting Company
Gerding Edlen

idaha Power

Lake Washington Schoot
District

Lower Valiey Energy

Maine Energy Investment
Corp.

Mains State Housing
Authority

Midstate Electric Co-op

The North Face

Narthwest Erviranmentat
Defense Center

Oregon State University
Pacific County PUD
Portfoiie 21 nvestments
Portland General Electric
Pratect Our Winters

Puget Sound Energy
Roessignol

Salem Electric

Seattle City Light
Snohomish PUD

Southern Oregon University
Tacoma Power

Vote For Change

Wells Fargo
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PUBLIC POLICY WORK

Durapproach to policy work is as dynamic and
results-driven as the rest of our activities.

i e e by

We use market principles and entrepreneurial
Samking 1o croote i thinkingto create positive and lasting changes
posiive ari BSUAZ 1 for the planetand the people who live on it. Part

i of the responsibility that comes with this work

i includes developing the necessary rules and

' infrastructure to guide and foster positive and
e lasting change. BEF staff and Board members
are leaders in the issues surrounding energy
and environmental sustainability solutions. We
are active across the country and are regularly
called on to participate where there arfe policy
discussions and important decisions to be
made,

phanoes i the
plred anit she propise

Wl b oy i

Rob Harmon accepting the Green Power Supplier of the Year Award
~Photo credit Michael Ray White, www.michaelraywhite.com

As a nonprofit, we are deeply committed to
the individuals and companies who want to
participate in market solutions to the warld’s
environmental problems. We aspire to create
and maintain meaningful voluntary markets —
markets with integrity that work for all parties.

The overarching objectives of these markets
must be economic and environmental health.
We want to create positive and lasting change
and empower the people around us to do the
same,

Rob Harmon atthe Renewable Energy Markets Conference —Phota credit: Michael Ray White, www michaelraywhite.com
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Klandike Wind Farm in Ore
BEF IS PARTICULARLY GRATEFUL FOR THE CONTINUING SUPPORT OF THE
BONNEVILLE POWER ADMINISTRATION, A KEY FUNDING PARTNER. BPA WAS
INSTRUMENTAL IN OUR CREATION AND HAS CONTINUED TO COMMIT TIME

i AND MONEY. THEIR GDALS OF CREATING AND DELIVERING AN ADEQUATE AND .

' RELIABLE POWER SUPPLY AND MITIGATING IMPACTS ON FISH AND WILDLIFE FIT

i WELL WITH OUR MISSION “TO REMEDY THE EARTH'S MOST PRESSING ENERGY,

i WATER, AND CLIMATE CONCERNS.” WE THANK THEM AND LOOK FORWARD TO

1 MANYMORE YEARS OF SYNERGY AS WE CONTINUE TO BE INNOVATORS IN THE

! RENEWABLE ENERGY AND ENVIRONMENTAL IMPROVEMENT ARENAS.

oy
L
¢
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Financial Reparting
Year ending March 31,2010

Not yet audited
INTEREST
2R AMD MISC
Repniiony MENAGFRENT
% B
$10,098,211
GRANTS AND
CONTRIBUTIONS .
1%
BERE WAL Fy
[ RHERY SR B H
AN WL
STHPEIA
fesribotinn of
} istribution of PROJECT MANAGEMENTGROUP spmagio
ﬁ:«ipﬂ'i’"&l‘-‘séﬁ’fﬁ INCLUDING SOLAR 4R SCHOOLS 114
$9,319,375 !
e
INVESTMENT IN LEADING EDGE
ENERGY TECHNOLDGIES
1%
WATE R
) mTen DEVELOPMENT AND PROMOTION

OF RENEWABLE ENERGY AND
WATER RESQURCE SOLUTIONS
62%
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Boevpwiiie Envaonimenta Foundation

www.b-e-f.org
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