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To Our Customers, Constituents, Tribes and other Stakeholders:

The Bonneville Power Administration (BPA) is announcing its rolled-in rates decision for the
2010 Network Open Season (NOS). NOS is designed to effectively manage BPA’s long-term
transmission queue and to identify new infrastructure to support the evolving electrical needs of
the region. BPA’s decision for the 2010 NOS achieves these key strategic objectives,
demonstrates continued support for development of renewable resources, and validates decisions
in previous NOS processes.

BPA has decided to move forward at rolled-in rates with most of the 2010 NOS requests.
Specifically, BPA is moving forward with both the Northern Intertie Reinforcements and the
Colstrip Upgrade Project West (CUP West) at rolled-in rates, subject to its standard process for
project approvals and certain caveats discussed below. BPA is also moving forward with
requests that require projects from the 2008 NOS or projects that BPA is building or planning to
build for reliability purposes. Attachment A to this letter explains the reasons for these decisions
in detail.

The Northern Intertie Reinforcements present unique issues for BPA, its customers, and other
transmission providers in the region. These parties will need to collaborate to further develop
this project. In addition to upgrades on BPA'’s system, this project requires upgrades on
transmission systems other than BPA’s. BPA does not control the investment in the upgrades on
other transmission facilities. Given these circumstances, BPA’s decision to proceed with
construction on this project is dependent on a satisfactory outcome of discussions with adjacent
transmission providers about completion of the upgrades and agreements regarding cost
allocation.

In addition to the above contingency, BPA would not plan to proceed with construction of the
Northern Intertie Reinforcement without a clear path forward on both the Big Eddy-Knight
project, which is part of West of McNary Reinforcement, and the I-5 Corridor project. Both the
Big Eddy-Knight project and the 1-5 Corridor project are undergoing environmental review
under the National Environmental Policy Act (NEPA) at this time, and no final decision has yet
been made on either project. Furthermore, BPA cannot make a final decision on whether to



proceed with construction of either the Northern Intertie Reinforcements or CUP West until
completion of the NEPA processes for these projects.

The 2010 NOS requests with impacts across the West of Garrison and West of Hatwai paths on
the eastern part of BPA’s network present unique issues as well. Serving all of these requests
would require a new 430-mile, 500 kV transmission line (referred to in the cluster study as
“Garrison-Ashe”) with an estimated direct cost of almost $1 billion. This line would result in
upward rate pressure of almost 15 percent. This high rate pressure falls outside the acceptable
range, and this line is not moving forward at rolled-in rates.

Although the Garrison-Ashe line will not be moving forward at rolled-in rates, construction of
CUP West and implementation of remedial action schemes would allow BPA to serve a portion
of the requests for service across the West of Garrison and West of Hatwai paths at much less
expense. BPA is moving forward with CUP West at rolled-in rates but will need to have
discussions with customers before deciding which specific requests can move forward with the
project. The need to complete the final phase of a joint study among BPA, Northwestern Energy
and Avista Corporation and to establish remedial action schemes for generators associated with
specific requests means that BPA cannot determine which specific requests will move forward at
this time. As a result, BPA is delaying its final determination of the specific requests that it
could serve with CUP West. Customers with requests that require this project will have the
opportunity to terminate their Precedent Transmission Service Agreement(s)." BPA will make
its final decision on the requests that require CUP West once we have a more definite
understanding of the amount of capacity that CUP West will provide.

Both the Northern Intertie Reinforcement and the CUP West project will require capital
expenditures in excess of that contemplated in the last BPA Integrated Program Review. BPA is
concerned about having adequate capital to construct these projects among all its other capital
requirements. BPA expects to conduct a regional discussion on access to capital concerns this
year. Whether these projects proceed to construction will be dependent on the outcome of that
discussion.

BPA has experienced strong participation in its previous NOS processes, and the 2010 NOS
continued this trend. BPA appreciates the continued support for the NOS process from
customers and other stakeholders. BPA recently announced that it was postponing the next NOS
to hold public discussions about policy changes to improve the process and to consider the
regional discussions of the current and future state of regional wind integration. BPA looks

1 BPA will provide the formal notice that starts the termination period to each affected customer in a separate letter.



forward to continued conversations and collaboration with customers and stakeholders to help
ensure that NOS can continue to meet the needs of BPA, its customers, and the region in the
future.

Stephen J. Wright
Administrator and Chief Executive Officer

Enclosure:

Attachment A: Rationale Supporting Determination of Rate Treatment Applicable to Projects
Under 2010 Network Open Season

Attachment B: Summary of 2008, 2009 and 2010 Network Open Season Participation
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