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PART I. INTRODUCTION AND NEED FOR
AN ELECTRICITY PREPAYMENT PROGRAM

This document discusses the decision of the Bonneville Power Administration (“BPA”) to
proceed with a program (“Program” or “Prepayment Program”) for preference customers to
prepay for electricity (also referred to herein as “power”) purchased from BPA pursuant to the
preference customers’ Long-Term Regional Dialogue Power Sales Agreements (“PSAs”), and to
proceed with BPA’s Request for Offers for Prepayment of Electricity, dated August 14, 2012,
(“RFQO” or “Final RFO”) soliciting offers from BPA’s preference customers to prepay for
electricity from BPA. The Final RFO is included as Attachment A to this Record of Decision.
BPA views the Program as a viable solution that will contribute to BPA meeting its strategic goal
of obtaining funds to make capital investments in the Federal Columbia River Power System
(“FCRPS”) when needed.

The energy industry is capital intensive, therefore BPA’s success in delivering benefits to its
ratepayers hinges greatly on its ability to have sufficient access to low cost sources of capital to
maintain, replace and improve the power and transmission facilities of the FCRPS. In addition,
BPA continues to invest in energy efficiency and fulfill its statutory obligations for fish and
wildlife through capital investments.

FCRPS capital needs have grown to unprecedented levels in order to replace and modernize
aging infrastructure, add capacity to meet renewable resource integration demands, and fulfill
obligations in the Pacific Northwest Region (“Region”) for energy efficiency and fish and
wildlife protection, mitigation and enhancement. BPA has historically relied on its authority to
borrow from the U.S. Treasury (or, “Treasury”) to finance most of these investments. Yet this
low cost and efficient source of capital, although fully and reliably repaid at market rates of
interest, is capped by federal law and will be inadequate to meet capital needs without
developing and or utilizing other funding sources. Enacting increases in BPA's permanent
mandatory Treasury borrowing authority “scores” on the U.S. Budget (Public Law 111-139,
Statutory Pay-As-You-Go Act of 2010) and the cash deficit of the United States as a
"discretionary" funding action at the time such an authorization increase passes Congress.
Therefore, BPA believes that the prospects for the enactment of such legislation are uncertain.
Given the fundamental importance of BPA'’s capital programs to the health and welfare of the
Region and to the achievement of BPA’s statutory directives, BPA has determined that it would
be imprudent to plan for or expect Congress to enact additional increases in the Treasury
borrowing authority.

Since 1995, BPA has been encouraged by the Executive Branch and in Congressional committee
reports to utilize non-federal financing. In response, BPA has been seeking ways to employ its
other authorities to open up new, reliable repeatable sources of funding to timely meet the capital
investment needs of the FCRPS. For example, throughout the 2000s, BPA implemented the Debt
Optimization Program, which involved the extension of the maturities of Energy Northwest debt.
This enabled BPA to reduce the amount of Treasury bonds outstanding and thereby maintain
sufficent access to remaining Treasury borrowing authority. In 2003, BPA began utilizing lease-



purchase financing for transmission facilities to supplement the use of Treasury borrowing
authority.

In addition to taking the actions described above, BPA developed a Financial Plan in 2008. The
Financial Plan contains three goals related to BPA’s capital program:

= Ensure that capital financing needs are covered over rolling 10-year periods.
= Develop strategies and tools that extend BPA’s period of sufficient access to capital.
= Ensure that BPA is able to meet its capital requirements at low cost.

The financial plan can be accessed at:
http://www.bpa.gov/corporate/finance/financial_plan/BPA_Financial_Plan.pdf

BPA periodically reviews its funding sources for adequacy. On July 26, 2012, BPA conducted an
Access to Capital workshop. During that workshop, BPA provided written materials and
explained that:

e BPA has identified needs for $10.5 billion in capital expenditures from Fiscal Year (or
“EY”) 2012 through FY 2022. This is the amount of capital expenditures for such period
after BPA conducted extensive Strategic Capital Discussions and concluded the Capital
Investment Review (“CIR”), a process designed to provide interested parties an
opportunity to review, comment and influence BPA’s long-term capital forecasts and
draft asset strategies.

e As of September 30, 2011, BPA had $4.8 billion in available Treasury borrowing
authority.

e BPA has $3.0 billion of Treasury bonds amortization scheduled over the next 10 years.

e Considering BPA will conservatively reserve $750 M of the borrowing authority for the
Treasury line of credit, which provides for risk mitigation in lieu of holding equivalent
financial reserves, BPA would have a borrowing authority shortfall of $3.5 billion in
2022.

e BPA has been encouraged by the executive and legislative branches of the federal
government to pursue additional sources of non-federal capital.

e BPA will reach its Treasury borrowing authority limit in 2017 absent prudent use of non-
federal sources of funding (and assuming Congress enacts no increase in BPA’s Treasury
borrowing authority).

e Utilization of revenue financing would cause power rates to increase more than already
expected.

The Access to Capital Workshop materials are provided as Attachment B to this Record of
Decision. As discussed during the 2012 Access to Capital workshop, BPA is pursuing various
actions that will assure capital access at low relative cost. BPA is prioritizing proposed capital
investments as well as expanding its lease-purchase program for transmission facilities and is
analyzing a long-term, phased-in revenue financing strategy. The Access to Capital Workshop
and materials also presented the effects of a potential electricity prepayment program. BPA
presented five combinations of non-federal funding sources that would achieve the objective of



assuring BPA has access to capitial for a rolling 10-year target. Three of the five combinations
incorporated levels of funding assumptions from an as-of-then not-yet-finalized electricity
prepayment program

The funds received under the Program will be held in the Bonneville Fund and will not be
specially earmarked or reserved for Fed-Hydro investments but the availability of funds will
assure that the investments can and will be made when needed. The amount of funds sought
under the Program, as implemented initially through the Final RFO in connection with the FY
2014 — 2015 power rate proceeding, will be determined by reference to BPA Power Services’
federal hydroelectric investments from the draft 2014 Hydro Asset Strategy for the FCRPS. This
draft Hydro Asset Strategy was presented in the Capital Investment Review and featured a 10-
year strategy including forecast spending levels. The associated FY 2014 - 2015 spending levels
will become part of the final Integrated Program Review.

The Hydro Asset Strategy takes a risk-based approach to identifying the optimum time for
making investments. The optimum time is the point at which reliability risk costs begin growing
faster than the benefit of deferring the investment. Up until that time the value of investment
deferral is greater than the expected increase in reliability risk costs, so it makes financial sense
to continue deferring equipment replacement. If investments are postponed beyond the optimum
time, reliability risk and associated replacement power costs result in higher costs to power
customers over the long term. The Fed Hydro capital program implements a plan consistent with
the strategy. The 2014 Hydro Asset Strategy for the FCRPS can be found at the following link:

http://www.bpa.gov/corporate/Finance/IBR/CIR/docs/Federal Hydro DSA.pdf

The central goal of the Program is to position BPA in the long term to assure that it has access to
adequate funds, when needed for additions, improvements and replacements at existing US
Army Corps of Engineers (“Corps™) and Bureau of Reclamation (“Reclamation”) hydroelectric
projects in the Region. This funding ensures continued generation performance for this system.
Sustaining performance of the system through capital asset replacement and modernization is
achieved by maintaining generation unit availability and enhancing the operational efficiency of
some existing units. This effort is critical to BPA and ensures that the Region has an adequate,
reliable and low-cost power supply system. All of the electric power (apart from station service)
that is produced at the FCRPS Corps and Reclamation hydroelectric projects is marketed by
BPA.

Another important consideration for BPA is assuring that BPA’s power rates remain as low as
possible consistent with sound business principles. BPA’s expectation is that the Program will
result in BPA bearing an implicit time value of funds, and therefore will result in an additional
cost component for recovery in power rates. On balance, however, BPA believes that this
incremental cost is a sound tradeoff given the potential that other unpalatable alternatives could
occur without the Program. If BPA were to seek to adjust overall power rate levels to obtain
current revenues to meet all Power Services’ costs including Fed Hydro investments, there would
be potential for a substantial increase in the FY 2014 - 2015 rate period (with additional
increases through FY 2019) over rate levels that would otherwise apply. Another potential
alternative could be to deplete available Treasury borrowing more quickly than would be prudent



given BPA’s long-term finance perspective. Another potential could be to avoid or delay
important investments in the Fed Hydro assets or other Power Services’ programs and bear
increased risk of unplanned outages. In short the Program has the potential to assist BPA and
Regional stakeholders in meeting Power Services’ program needs without resorting to less
appealing or more costly options.

With regard to the implicit cost of funds to be borne by BPA under the Program, as described
below, the Final RFO permits BPA to reject any or all offers. Thus, BPA will control the cost of
funds it (and power ratepayers) will bear by accepting offers at a level that has an acceptable
implicit cost of funds.

PART Il. BACKGROUND TO THE
PREPAYMENT PROGRAM AND RFO

On June 27 and 28, 2012, BPA conducted two webinars with customers regarding BPA’s
potential electricity prepayment program. At the conclusion of the second webinar, BPA opened
up a 15-day comment period for stakeholders in the Region to provide feedback to help inform
BPA about potential concerns and to inform the BPA Administrator in a decision to proceed or
not proceed with the Program. During the webinars, BPA made available a package of materials
that included a draft Request for Offers and certain Appendices (“Draft RFO”). The Draft RFO is
attached as Attachment C to this Record of Decision. The Draft RFO included a number of
exploratory and preliminary assumptions and features that could be used to effectuate an
electricity prepayment program in connection with BPA’s FY 2014 - 2015 power rate period. In
view of comments received and BPA’s own continuing evaluation and refinement in thinking,
BPA has determined to initiate the implementation of an electricity prepayment program in the
manner set forth in the final Request for Offers for Prepayment of Electricity dated August 14,
2012, inclusive of all Appendices thereto (“RFO” or “Final RFO”). The RFO is attached as
Attachment A. The comments received are included and the concerns therein raised are
addressed in Part V of this Record of Decision.

The Prepayment Program as embodied in part in the RFO and hereafter put into effect will
increase amounts in the BPA Fund available to meet Power Services’ costs, and thereby assure
that Power Services’ Fed Hydro investments can be made efficiently and effectively with
minimal impact on power rate levels. The Prepayment Program, as is initially being implemented
through the RFO, could lead to similar requests by BPA for offers of prepayment in future power
rate periods.

Prior to the release of the Draft RFO, BPA met individually with interested representatives of
preference customers, preference customer associations, underwriters, financial advisors, and
attorneys to explore the possibility of developing an electricity prepayment program that would
be potentially acceptable in the Region, and especially among BPA’s preference customers. As
part of BPA’s 2011 Strategic Capital Discussion that concluded in November 2011, BPA asked
interested parties in the Region for volunteers to form a Regional Prepay team to explore the
possible development of an electricity prepayment program. The team met five times beginning
in December 2011 and ending March 2012, leading up to the issuance of the Draft RFO. The
materials from the team meetings are included as Attachment D to this Record of Decision. The



Regional team was composed of representatives from municipal utilities, public and people’s
utility districts, electric power cooperatives, and preference customer associations. In addition,
certain other subject matter experts including BPA’s financial advisor, public finance counsel in
the Region and bond underwriters periodically attended meetings as guests of the Regional team
members. BPA staff was under direction to explore and develop an electricity prepayment
proposal that would potentially find general acceptance in the Region and would be potentially
acceptable to the BPA Administrator. As this process unfolded, the Regional team agreed that
any electricity prepayment proposal would have to conform to two principles: (1) customer
equity across participating and non-participating customers, and (2) consistency with the PSAs.

In connection with this pre-development phase, BPA prepared and presented to the working
group and others a series of draft “term sheets” and other documents intended to provoke
thinking, identify and solve potential issues and assist generally in advancing toward an
electricity prepayment proposal. BPA also worked internally under executive management
guidance to identify and resolve issues. BPA Power Services’ Account Executives also met with
interested preference customers to advance their understanding of the evolving thinking on the
electricity prepayment concept and to solicit individual comments.

In light of the foregoing Program and RFO development, BPA made numerous preliminary
working conclusions which were embodied in the Draft RFO. In finalizing the RFO, BPA has
made a number of technical changes. The changes from the Draft RFO to the Final RFO are
discussed in Part VII of this Record of Decision.

A history of important dates and events in the development of the Program and the Final RFO is
as follows:

Month/Year Event

7/11 Initial discussion testing prepays with selected customers

9/11 Strategic capital overview meeting with public

11/11 Strategic capital discussion with public

12/11-5/12 Meetings with account executives and finance staff and stakeholders
throughout the region

3/12 - 4/12 Deputy Administrator and Chief Financial Officer meet with stakeholders
throughout the region

4/12 Executives attended WAPUDA finance officers meeting

5/12 Prepay program discussed at Quarterly Business Review meeting

6/12 Prepay program discussed at public Debt Management workshop

6/12 Webinars held regarding prepays

6/12 - 7/12 Public comment period

7/12 - 8/12 BPA staff meet with General Managers and customer boards

7/12 Meetings with rating agencies to determine their view on prepays

7/12 Access to Capital meeting with stakeholders



PART Ill. DESCRIPTION OF PREPAYMENT PROGRAM

Under the Prepayment Program, participants prepay a portion of their PSAs and receive
reductions (“Prepayment Credits”) to the amounts on their monthly power bills that would
otherwise be owed to BPA for electric power purchased under the PSAs and certain cash
remittances if excess Prepayment Credits are deemed assigned to other BPA power customers.
The Prepayment Credits are defined to be the dollar amounts that a participating customer
making an electric power Prepayment would have paid in the related month but for the amount it
prepaid, and are reductions to the amount that otherwise would be payable with respect to the
prepayment participant’s purchases of electricity from BPA. Thus, the quantity of electricity
(megawatts or megawatt-hours) to which a Prepayment applies shall vary, depending on BPA’s
rates and rate schedules that apply to electricity purchases by the Prepaying Customer (or BPA'’s
rates and rate schedules that apply to electricity purchases by any deemed assignee of
Prepayment Credits). The Prepayment Credits reflect the value of electricity attributable to the
Prepayment(s) made by the customer for each month as set forth in a Prepayment Credit
schedule. Prepayment Credits are associated with and reflect the right of a related customer to
receive delivery of a specified value of electricity from BPA each month.

BPA expects that the Program, of which the Final RFO and related actions are a part, may
continue for several years. From time to time, approximately every 2 years, BPA expects to issue
a request for offers similar to the Final RFO or another solicitation of interest from its customers
to prepay for electricity.

The Program, as implemented in the near term by means of the Final RFO, is designed as
follows:

a. BPA solicits Offers for a specified number of “Blocks” (as hereinafter described) based on the
forecast Fed Hydro related capital spending for an associated power rate period. BPA expects the
solicitations to be made every two years, sequenced ahead of related power rate cases. The
solicitations could, however, occur at other times.

b. Under the Final RFO, a Block is an amount of electric power equal to $50,000 per month
(reflected in the form of a Prepayment Credit) for 15.5 years (i.e., through September 30, 2028,
the remaining term of the PSAs as measured from April 1, 2013). A Block is therefore equal to
$9.3 million in Prepayment Credits over the remaining life of the PSA. The definition of a Block
could change in future installments of the Program, as reflected in related future solicitations.

c. Customers are eligible to purchase a limited number of Blocks based on the lower of:

e Annual Prepayment Credits may not exceed 50% of the participant’s lowest year
of forecasted BPA payments for firm power from FY 2014-2018.

e If the customer is a “Net Billing Participant” in certain Net Billing Agreements
(as hereinafter described), its annual Prepayment Credits may not exceed 100% of
its forecast payments to BPA for firm power from 2014-2018, after 1.15x Net
Billed Projects net billing credit coverage.



BPA computed, as of the initial IPR Revenue Requirement forecast, expected transmission and
power revenues for each customer for FY 2014 through FY 2018. Next, for each customer with a
Participant’s Share of Energy Northwest (EN) projects, BPA computed 115% of its anticipated
net billing obligation to EN based on forecast EN O&M and debt service costs for FY 2014-
FY2018. Therefore, the lower of these two amounts divided by 600,000 ($600,000 being the
annual value of $50,000 monthly Prepayment Credits) gives the number of Blocks available for
Offers.

d. Customers will bid prices (“Purchase Price”) to purchase one or more Blocks. A customer is
not limited to offering the same price for all Blocks it offers to purchase. The Program, as
implemented by the RFO, is designed to elicit competitive bids from customers in order to
provide BPA with a market-based cost of the Program.

e. For the Final RFO, the Blocks represent equal monthly credits through the term of the PSAs.
Blocks will not be shaped. This may change in future installments of the Program.

f. BPA will establish a “reservation price” that will be the minimum dollar amount BPA is
willing to accept for each Block. This price represents BPA’s cost of funds tolerance for this
source of funds.

g. BPA will determine participation using a market-clearing type auction to determine a clearing
price for Blocks subject to BPA’s floor (the reservation price). In general, all Offers at or above
the clearing price will be accepted. All accepted Offers will be at the Market Clearing Purchase
Price. If the market clearing purchase price that would achieve BPA’s target for aggregate
Prepayments is, in BPA’s opinion, too low, BPA will simply accept a smaller amount of
Prepayments at an implicit cost level that is acceptable to BPA (i.e., the reservation price).

h. By purchasing a Block, a participant has pre-purchased a variable amount of energy beginning
April 2013 through September 2028 in exchange for scheduled monthly $50,000 Prepayment
Credits through September 2028, the end of the participant’s PSA.

i. In the event the dollar amount of power in a month that the participant has prepaid is less than
the value of the power the participant received in power purchases in such month, the resulting
‘unused’ value (equal to the unused Prepayment Credits) will be deemed assigned to other
customers and BPA will remit cash received in connection with such deemed assignments to the
prepay participant. This will occur only if and to the extent that BPA has power purchases and
cash receipts from other customers.

j. Prepayment Credits begin accruing the day after the Prepayments are due to be made to BPA
(absent the occurrence of an event prior thereto enabling BPA or the participant to terminate the
prepayment transaction) and will appear on the participant's power bill the following month.

k. For participants proposing to issue debt to fund a Prepayment, the participant may elect to
mitigate its exposure to interest rate environment risk between the date of the making of the
Offer(s) and the date of its related debt pricing. This will be achieved by adjusting the



participant’s Prepayment amount to reflect the changed interest rate environment as reflected in
yields on 10-Year Treasury securities.

I. The participant has the ability to elect-in to an off-ramp for credit spread risk between the time
Offers are to be submitted and the time the participant has entered into (or would otherwise enter
into) commitments to issue debt to fund its Prepayments. This mitigates the risk that the related

participants will not achieve expected benefits.

m. The payment of principal or interest on any debt issued by or for the benefit of the prepaying
participant will not be guaranteed by BPA.

n. The Program, as is being implemented through the Final RFO, is designed to elicit competitive
bids from participants in order to provide BPA with a market-based cost of the Program.

PART IV. POLICY CONCLUSIONS AND RATIONALES FOR THE RFO

From BPA’s perspective, the most important policy issues embodied in the Final RFO and the
rationales for the outcomes, as reflected in the Final RFO, are addressed in this Part V.
Numerous other less significant issues were discussed, evaluated and addressed in the
development of the Prepayment Program and the Final RFO. This Part IV does not purport to
address all issues arising in developing the Program and the Final RFO. Unless otherwise
specifically defined or used in this section, capitalized terms used in this Part IV shall have the
meanings ascribed thereto in the Final RFO.

Issue 1. Maximum Aggregate Amount of Prepayments for the Program.

A concern raised in early discussions was to cap the Program to defined needs. Under the
RFO, BPA will accept Offers for Prepayments, which in aggregate do not exceed the
planned Fiscal Year 2014-2015 Fed Hydro investment program, plus an amount for
deferred borrowing by BPA for Fed Hydro investments in FY 2013. Fiscal Year 2014-
2015 Fed Hydro investment program levels will be established by BPA in the final
Integrated Program Review for BPA’s Fiscal Year 2014-2015 Power Rate Case. RFO
Paragraph 2(c)(ii). BPA uses a structured capital review process requiring submission of
a standardized business case for review by BPA. Each business case consists of a
description of the project, a clear statement of objectives, description and mitigation of
risks, and a rigorous analysis of project costs. The business cases are reviewed by a cross-
agency team and senior executive management is involved as part of BPA’s Capital
Allocation Board, which oversees the process. In addition, both annual and end-of-project
targets are set for each project covering cost, scope and schedule.

One feature of the RFO is that actual aggregate Prepayment amount may change from the
amount initially accepted by BPA, depending on changes in the interest rate environment.
The aggregate amount of variability depends on the number of accepted Offers that
include this variable election (“Market Rate Adjustment”) and changes in the interest rate
environment. This feature is described in Issue 9 below. This potential variability means
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that it is possible that the aggregate Prepayment amount actually received by BPA may
be greater than the aggregate amounts offered and initially accepted by BPA if the
interest rate environment (represented by yields on 10-Year U.S. Treasury securities)
were to decline after the Offer date. The cap is flexible to reflect this possibility and there
will be no violation of the Program cap under RFO, Paragraph 4(b)(i), in such an event.

Issue 2. Variable Quantity Prepayment.

One possible approach for the Program would be to seek prepayments of a fixed quantity
of electricity at a fixed price. This approach is not acceptable to BPA because it would
interfere with BPA'’s overall ability to change Priority Firm Power Rate levels applicable
to preference customers’ purchases under and during the term of the PSAs. It would also
lead to differentiated rate levels and risk exposures for rates for participants compared to
non-prepaying customers. This is also not acceptable to BPA as it conflicts with the
principle of equity among Program participants and Program non-participants.

Thus, the RFO and the PSA Revision reflect that a Participant’s Prepayment is not for a
fixed quantity of electricity. Rather, a Prepayment is and will be treated as meeting the
obligation of the Participant to make payment to BPA for a fixed monthly value of
electricity. As provided in the PSA Revision, the quantity of electricity to which a
prepayment applies shall vary, depending on BPA'’s rates and rate schedules that apply to
electricity purchases by the Participant (or BPA’s rates and rate schedules that apply to
electricity purchases by any deemed assignee of Prepayment Credits). The schedule of
the value of electricity to be prepaid each month will be fixed, as provided in the PSA
Revision, and will not be subject to change after the associated Prepayment is made and
the Revision takes effect. RFO, Appendix H, Section #.3.

Prepayment Credits apply only to payments the Participant otherwise would be required
to make to BPA for each month as a result of the Participant’s purchases of electricity
from BPA during that month pursuant to the Participant’s PSA. For avoidance of doubt, a
Prepayment does not entitle the Participant to payment credits for transmission or related
services or any other products, apart from power, that it purchases from BPA, or for any
other obligation, apart from the purchase of power, that the Participant owes to BPA. Id.

Issue 3. Levelized Credits.

Early customer comments in the pre-development phase raised the view that participants
should have the option to reshape the stream of credits or to bid for a non-flat stream of
credits. BPA established near the outset the need to control the shape of the credit
streams, such that each phase of the Program should match the timing of BPA's capital
needs. BPA also took the position that the credits associated with a Prepayment offering
not become “negotiable” at a later date, since the Prepayment agreement would be
established up front, and in the future not entitle the participant to a fixed power rate from
BPA. BPA has concluded that providing prepaying customers rights to change the shape
of the credits over time would interfere with the value of the discounted cash flows and
reduce the Program benefits to non-participating customers and the Region. For the first
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phase of the program, an important goal for BPA is to ensure uniform Prepayment
Credits across time for all prepaying customers because this allows for easy
administration of the credits for BPA billing systems and it provides for ease in
comparing customer bids for the same stream of credits. BPA may move to a shaped
stream of credits in the future years’ prepayment phases but the shaping will probably be
tied to minimizing upward power rate effects over the remaining term of the PSAs.

Issue 4. Use of Blocks.

To accommodate the goal of a uniform shape of Prepayments Credits over time and to fit
with a competitive bid structure, BPA developed the concept that a stream of
Prepayments Credits would be packaged as a “Block” of the value of electric power and
the customer would bid on such Blocks. For the first phase of the Program, each Block
will have Prepayments Credits that are the same nominal value from month to month
under a set schedule during the remaining term of the PSAs. The period of the
Prepayments and related Prepayment Credits is also set to be the same for all participants
with the same beginning and ending points. Use of uniform Blocks for identical periods
is also helpful in BPA’s billing processes.

Issue 5. Size of Blocks / Need to Purchase Whole Blocks.

BPA initially considered setting the minimum size of the Participant Prepayments to be
relatively large. Staff initially thought that seeking single large Prepayments of at least
$100 million would lead to Program simplicity. At first, BPA staff thought that most
interested customers would be large utilities and for ease of administration large
negotiated Prepayments would be more convenient for BPA, especially for billing
purposes. As interest in the potential Program spread, and as the competitive auction and
Block concepts evolved, BPA decided to set the size of a Block to be $50,000 for 186
months with a nominal annual amount of $600,000 in Prepayment Credits and an
aggregate accumulated amount of $9.3 million in Prepayment Credits. RFO, Paragraph
2(c). The Prepayment associated with a Block would thus be under $9.3 million. At this
level of Prepayment and monthly credit many BPA customers would have the ability to
purchase at least one Block creating the opportunity for equity among customers
irrespective of size. Since the concept of a Block assists in make the billing process
easier, BPA determined that it would not accept bids for partial Blocks. BPA decided it
will allow a customer to consolidate bids from customers wanting to participate in less
than a single Block. The customer serving in the consolidator role would be responsible
for receiving cash from sub-participants for their shares of a Prepayment and returning
cash to them as Prepayment Credits are realized.

Issue 6. Request for Offers/ Competitive Auction.

BPA had a choice to set the price of a Block as either a price determined by BPA or one
set in a competitive auction among interested customers. BPA initially received some
support for the concept of having BPA set a predetermined price for a Block. While this
approach had some merit, in that it would be easily administered, it created two

12



unacceptable outcomes for BPA. If BPA set the price too high, BPA could drive away
potential customers who might be willing to participate at a lower price. On the other
hand, if BPA set the price too low, it would be incurring Program costs that are higher
than necessary. With the development of a standardized Block and associated
Prepayment Credits, BPA created an opportunity to use an auction as the means to obtain
efficient pricing of Blocks. BPA will solicit Offers for Blocks, which, when accepted by
BPA, will result in separate contracts, one for each Block.

Issue 7. Use of Market Clearing Price.

Once BPA decided to use a competitive auction, BPA received comments on several
approaches to an auction. One approach would be for BPA to scale the offered Purchase
Prices “as-bid’ and accept the most favorable Offers that achieve the desired amount of
Prepayments at an acceptable Program cost to BPA. With an as-bid auction, each
successful bidder would pay the Purchase Price it bid, so that it is likely that accepted
Purchase Prices across the auction could vary by Offer and Offeror, perhaps substantially.
A second approach would be for BPA to set a single acceptable Purchase Price and
accept all Offers at that price, with some form of tie-breaker to size the aggregate amount
of Prepayments to an acceptable amount. A third model would have BPA use a market
clearing price that would apply to all accepted Offers. Thus, all Blocks would be sold at
the same price even if the participants’ implied or estimated cost of funds to fund their
respective Prepayments differ. Comments BPA received indicated that without the use of
a market clearing price, customer participation would be limited, because participants
would not want to be seen as paying more than others for identical Blocks of power. If
BPA set a single acceptable price, there would be concerns that BPA would set a
Purchase Price that was too low relative to the willingness of potential Offerors, thereby
‘leaving money on the table’ to the detriment of non-participating customers.

To maximize the amount of customer participation, BPA chose to use a market clearing
price in the auction of Blocks. RFO, Paragraph 4. BPA also has control over the cost of
the Program since it reserves the right to accept any number of Offers. If the Market
Clearing Purchase Price that would achieve BPA’s target for prepaid funds is too low in
BPA’s opinion, BPA will simply accept a smaller amount of Prepayments at an implicit
cost level that is acceptable to BPA. Id.

Issue 8. Addressing the Risk of Repayment Credits Exceeding VValue of Power Purchases /
Deemed Reassignments / Remitting Cash.

In the pre-development discussions with team members it was suggested that BPA
provide participants with make-whole payments in the event that a participant would be
unable to obtain the value of the Prepayment Credits on the agreed-to schedule. More
particularly, team members were concerned about the possibility that participant loads
could decline under the terms of the PSAs to the point that the dollar amount of the actual
power purchases in a given period from BPA proved to be lower than the scheduled
Prepayments Credits in that same period. In keeping with the notion that the transaction
be a prepayment for power, BPA was reluctant to provide an unconditional commitment
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to provide cash payments in the event where there are excess or ‘unused’ Prepayment
Credits. BPA has taken the approach, borrowed loosely from notions used in natural gas
prepay transactions, that BPA will apply ‘unused’ Prepayment Credits arising in a month
to power purchases from BPA by others in the same month. The final RFO and related
PSA Revision provide that the otherwise unused credits from a participant will be
‘deemed assigned’ to other participants’ power purchases, and BPA will remit cash in the
amount that is so deemed reassigned. RFO, Appendix H, Sections #.3.3 and #.3.4. To
assure that there are in fact adequate power receipts from other customers, BPA will
delay the remittances until about seven weeks from the end of the month in which the
unused Prepayment Credits arise. RFO, Appendix H, Section #.3.4.

This qualified obligation to remit cash based solely on the existence of power sales is
consistent with the notion that the power prepayments BPA receives are in fact for the
purchase of power; however, it places some risk on the participants that BPA will in fact
have adequate additional power sales to generate the funds to make the cash remittances
from the deemed assignments. On balance, BPA believes that the risk of such an event is
very low but notes that customers are free not to submit Offers if they perceive the risks
to be too great. Alternatively, a customer that wishes to submit one or more Offers can
simply price in a risk premium in its Offer(s).

In a related issue, team members also expressed the concern that they may be without
recourse if they were to have a balance of unused credits at the end of the term of the
current PSAs. BPA has agreed to carry over the crediting obligation past the term of the
current PSA to any later power sales agreements the customer may have with BPA, but
not beyond November 30, 2032. RFO, Appendix H, Section #.3.3. This assures that the
prepayment does not commit BPA to a specified power sale to the participant beyond the
20-year power sale contract term limitation in the Bonneville Project Act. 16 U.S.C. §
832d(a). That provision of the Bonneville Project Act states that BPA power sales in
general “shall be effective for such period or periods, including renewals or extensions,
as may be provided therein, not exceeding in the aggregate twenty years from the
respective dates of the making of such contracts.”

By contrast, BPA will agree that its obligations to provide cash remittances from deemed
assignments are indefinite in term until satisfied. BPA has included specific terms in the
Revision to assure that the foregoing obligations survive the term of the current PSA.
RFO, Appendix H, Section #.3.3(2).

Issue 9. Addressing Interest Rate Environment Risk / Market Rate Adjustment.

In pre-development, team members expressed concern that for BPA to obtain genuine
interest in participation from customers, the participants would need a high level of
assurance of realizing the benefits of participation. Their main concern was that interest
rates generally could increase, perhaps substantially, between the Offer date and the time
that customers made commitments to issue bonds to fund their Prepayments. This period
could be nearly four months. Winning participants plan to fund their Prepayment(s) upon
an assumed borrowing rate. Should that assumed borrowing rate increase substantially
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between the time the participant submits the Offer(s), and the time it sets the borrowing
rate by pricing Bonds (including bank loans where the participant receives no advance
rate lock from its bank), the participant could be financially harmed. More likely, the
participant would make its Offer baking in a large risk premium to cover the risk of a
substantial intervening increase in the general interest rate environment.

BPA weighed the options, in consultation with members on the Regional team. While
there were limits to the extent BPA could fully insulate participants from changes in their
true, customer-specific, borrowing costs, BPA was able to allow for an option to provide
a uniform adjustment mechanism available to all Offerors based upon a readily verifiable
published interest rate index. RFO, Paragraph 5. For the index, BPA has resolved to use
yields on 10-Year U.S. Treasury securities, which are notably liquid investments and for
which up-to-date information is readily sourced. BPA believes that a 10-Year term
maturity is a good proxy for the Program because participants are likely to issue debt
instruments with level debt service matching the level Prepayment Credit streams from
associated Blocks. The average weighted maturity of debt using the crediting period
(through FY 2028) is a little under 10 years.

The Market Rate Adjustment mechanism takes the difference, negative or positive, in the
10-Year Treasury rate published the day before the Offers are due to be submitted
(November 29, 2012) and the 10-Year Treasury rate published on the date the participant
locks in (or seeks to lock in) its interest rate for its associated debt (Lock-In Date). Each
participant opting-in to this Market Rate Adjustment is free to establish its own Lock-In
Date (up to a time shortly before the Prepayment is due to be paid).

Thus, the original accepted Prepayment amount for an Offer (as set under the Market
Clearing Purchase Price) will increase or decrease depending on the implied change in
the discount rate applied to the future stream of power revenue credits the participant will
receive for the Prepayment. BPA will allow the participating customer to elect to take
this option for as many of its Offers as it wishes, but the customer must make the election
in its related Offers.

While the Market Rate Adjustment protects participants, it could result in BPA’s
incurring a higher cost for the Program than BPA would otherwise prefer to bear. If
intervening interest rates were to increase substantially, then the Prepayment amounts to
be received would decrease, thereby potentially increasing the cost of the Program to an
unacceptable level. Therefore, BPA has included a Market Rate Adjustment Cap,
expressed as a dollar amount, to limit its exposure to declines in Prepayment amounts
that may arise under the Market Rate Adjustment. In effect, this sets a limit or a floor on
how low the Prepayment Price can fall if the general interest rate environment increases.
RFO, Paragraph 5(c) and 6(c)(i). If the Adjustment Cap is in effect on a Lock-In Date,
the participant has the right to exercise a Market Rate Adjustment Off-Ramp. RFO,
Paragraph 6(c)(i). Depending on its view of the value of proceeding even though the
Adjustment Cap is in effect, the participant may determine to proceed with its debt
transaction (if the participant had indicated in its related Offer(s) that it planned to issue
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debt to fund the associated Prepayment(s)), to terminate the prepay transaction, or to set a
new Lock-In Date.

BPA will announce the Adjustment Cap on December 5, 2012.

For fairness, BPA will also make the option to receive the Market Rate Adjustment
available to participants that are not funding with debt. This allows a participant that is
financing its Prepayment with cash-on-hand (no debt issued) to lock in an incentive with
certainty at a date that it selects.

Issue 10. Addressing Basis Risk / Basis Risk Off-Ramp.

As stated in the Market Rate Adjustment section above, during pre-development of the
Program, team members voiced concerns about borrowing rate risk between the Offer
date in November and the date of later debt commitments they have to make to fund the
related Prepayments (Lock-In Date). The Market Rate Adjustment was designed to
insulate participants from general movements in bond markets between the bidding
process and the time of related commitments to issue Bonds. However, it is possible for
participants’ individual borrowing costs relative to the general interest rate environment
to move over this time period as well. Numerous factors can contribute to a change in a
participant’s individual spread to general interest rates over time. These factors can arise
from changes in a participant’s creditworthiness, differing interest business sectors,
changes or possible changes in law or regulation, general market developments (for
example, rumors of war frequently lead to flights to credit quality), among other factors.

The spread of a participant’s own borrowing cost to a publically available index (here,
10-Year Treasuries) is referred to as spread-to-Treasury basis, and the risk that that ratio
or relationship could change is referred to as basis risk.

BPA agreed that debt-issuing participants would face, as pointed out in the discussions,
substantial basis risk. Three solutions were explored: (i) let the participant bear the risk,
(i) use a variable Purchase Price and cap, as with the Market Rate Adjustment, or (iii)
establish an off-ramp if the basis changes adversely.

Under approach (i), as noted above, participants would either shy away from bidding or
lower the Purchase Price they bid, perhaps substantially, to protect themselves from basis
exposure. BPA agreed that this general approach would increase non-participation or lead
to very rich bids to cover the basis risk

Under (ii) the Purchase Price would float to reflect changes in the participants’ spreads to
Treasury. One key feature of trying to address the change in basis when compared to the
overall interest rate environment as reflected in 10-year Treasury yields is that there is no
obvious index or evidence for the participants’ individual interest rates on their related
debt. Estimating spreads is an exercise of judgment and lacks a high degree of objective
transparency. Measuring the actual spread-to-Treasury would be even more difficult on
the Offer date unless for some reason the related participant happened to issue bonds of
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comparable tenor and other terms on the Offer date. The hypothetical character is also
true for measuring spreads on the Lock-In Date, although it is likely that the participant
would be in the market trying to price Bonds on such date and have some market
information on actual spreads. The only workable approach BPA and the others came to
was for participants to make good faith estimates of their spreads-to-Treasury on both the
Offer date and the Lock-In Date.

Under (ii), BPA and team members noted that there is potential for participants to be
economically advantaged, perhaps substantially if the basis risk did not materialize.
Option (ii) also holds the prospect for underbidding or underestimating spreads
(especially given their inherently subjective character), which would be disadvantageous
to the Program and result in concerns from non-participants and non-debt issuing
participants.

Under approach (iii), the prospects for undue enrichment of participants that are apparent
in (ii) would be negated but it is possible that BPA and the Program could see substantial
fall-off in the amounts actually prepaid if estimated spreads were to blow out. BPA, in
consultation with its Financial Advisor (Public Financial Management) concluded that a
25 basis point cushion would probably allow reasonable changes in the estimated spreads
while assuring a substantial likelihood that the off-ramp would not be utilized and that
expected Prepayments will in fact be made.

As provided in the RFO, the amount of the movement in the basis spread between the
Offer date and Lock-In Date is determined through attestations of the related participant
and its financial advisor. RFO, Appendix F, Part I11. The difference from 10-Year
Treasuries for each of the two points in time is computed as the basis as of the Offer
(Initial Spread), and the basis as of the Lock-in Date (Termination Spread). The change in
the basis is then compared to the 25 basis point minimum required for the off-ramp. If the
change in the basis exceeds 25 basis points, the participant is given the option to
terminate its participation in the program but is not required to terminate. RFO,
Paragraph 6(c)(ii)(A).

As noted, to add some comfort that the initial estimated spreads included in Offers are
reasonable, BPA requires that each subject participant include a certification of
reasonableness from its financial advisor on both the Offer date and the Lock—In Date,
should the participant determine to exercise the off-ramp.

To encourage participation, BPA also agreed to compensate participants for reasonable
out-of-pocket expense (up to $100,000) incurred between the acceptance date and the
date of the exercise of the basis risk off-ramp, should they so choose to exercise the off-
ramp. RFO, Paragraph 6(c)(v).

Issue 11. Risk of Participants Bearing Out-of-Pocket Expenses.

In the pre-development discussions, team members expressed concern that they might
bear un-recoupable expenses in preparing to issue bonds or take other actions to fund a
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Prepayment. They felt BPA could enhance participation in an offering process if the
interested customers were assured that they would not be exposed to a level of expense if
their bids were accepted but they were unable to complete their Prepayment for an
excused reason or if BPA terminates within its rights. BPA has agreed to remove this
barrier to possible participation and will pay participants up to $100,000 of actual
reasonable out-of-pocket expenses they incur in seeking to obtain the funds necessary to
make a Prepayment but only if the prepayment obligation is terminated under any of the
off-ramps in the RFO. RFO Paragraph 6(d); Paragraph 6(c)(v). No reimbursement for
expenses incurred in connection with preparing offers will be provided.

Issue 12. Accommodating Prepayments Financed with Debt or Cash-on-Hand.

In the earliest stage of the exploration of the Program, BPA staff envisioned that only
those customers with the ability or willingness to issue bonds would be interested in
participation. BPA was informed that certain customers may have the financial resources
to participate without issuing bonds or may have access to bank lines that would not
involve publicly-issued bonds. Thus, while the RFO has several key provisions primarily
designed to accommodate bond-issuing candidates, the RFO is pointedly neutral on the
source of a participant’s funds: selection of winning Offers under the bidding process is
based solely on the Purchase Prices offered.

Issue 13. Limitations on the Maximum Number of Blocks a Participant May Purchase.

BPA has determined to limit Offerors in the number of Blocks that they may Offer to
purchase Blocks based on two concerns: (i) maintaining a prudent amount of ‘general
billing headroom’ for each participant to reduce the possibility that BPA will have to
resort to deemed assignments and the remittance of cash as provided in the Revision; and
(if) comporting with certain pre-existing covenants that place limits on BPA’s and certain
customers’ ability to employ credits to power bills from BPA. BPA will limit the number
of Blocks offered by a customer based on the lesser of (y) 50% of the smallest amount
expected to be paid by the Offeror to BPA for firm power purchased during any single
year from BPA FY 2014 through BPA FY 2018 (“‘general billing headroom’) or (z) the
lowest annual amount of power billing crediting capacity available to a customer after
applying certain limitations on future billing credit commitments in Net Billing
Agreements from BPA FY 2014 through BPA FY 2018 (“‘Net Billing Agreement
headroom’).

For (y), general billing headroom, BPA resolved to a 50% factor mainly on a subjective
sense that it is unlikely that any customer will see a 50% decline in power purchases from
BPA, from a conservative baseline, through the remaining term of the PSAs.

For (z), Net Billing Agreement headroom, BPA applied the provisions of the Net Billing

Agreements to determine how much additional power billing credits they would allow
BPA (and a related customer) to commit to.
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The Net Billing Agreements are three party agreements among Energy Northwest, BPA
and named preference customers. Most but not all preference customers have entered into
at least one Net Billing Agreement. If a preference customer is signatory to one or more
Net Billing Agreements (“NB Participant”), BPA will cap the NB Participant’s Offers in
light of the covenants, which limit the amount of future net billing credits to which BPA
and the NB Participants can commit to establish. RFO, Appendix B.

BPA and the NB Participants have entered into separate Net Billing Agreements to cover
the costs of Energy Northwest’s Net Billed Projects. In those agreements, BPA agreed to
provide net billing credits against each such NB Participant’s monthly bills for the
purchase of power, transmission and related services received from BPA. These ‘net
billing credits’ are applied against the NB Participant’s purchases of power or
transmission service from BPA. As provided in the Net Billing Agreements, the net
billing credits, together with cash payments by BPA to the NB Participants, are to make
the NB Participants whole for their payments to EN.

In the Net Billing Agreements, BPA and each NB Participant have covenanted not to
enter into further agreements providing for payments (including credits) by BPA to the
NB Participant unless, as determined by BPA, for each future year the total expected cash
value of purchases of power and transmission services by the NB Participant from BPA
will equal at least 115% of the aggregate of all expected billing credits to be provided by
BPA to the NB Participant under the Energy Northwest Net Billing Agreements (115%
test) and any additional agreements providing for net billing.

For example, the Net Billing Agreements provide:

The Administrator and the [NB] Participant shall not enter into
any agreements providing for payments [this means net billing
credit obligations] which the Administrator estimates will cause
the aggregate of his billings to the [NB] Participant to be less
than 115 percent of the Administrator’s net billing obligations to
the [NB] Participant under all agreements providing for net
billing . . ..

E.g., Section 7(d) each of the Project 2 Net Billing Agreements (now Columbia
Generating Station). (There is a set of identical Net Billing Agreements for each of the
three Energy Northwest Net Billed Projects. While each set of Net Billing Agreements
differ slightly from each other all of the Net Billing Agreements are substantially
identical in this respect). Thus, a preference customer’s capacity to purchase Blocks from
BPA could be constrained by the foregoing, pre-existing covenants in the Net Billing
Agreements.

While it may be possible to distinguish Prepayments and Prepayment Credits from the
payments and billing credits under the Net Billing Agreements, BPA has determined that
the similarities are sufficient such that it will, for purposes of the Prepayment Program,
treat the Prepayment Credits as being subject to the Net Billing Agreement covenants

19



described above. BPA notes that as of August 21, 2012, there are nearly $6 billion in
Energy Northwest bonds outstanding that are secured by the Net Billing Agreements.

Furthermore, each of the Net Billing Agreements provides that “[t]he estimates by the
Administrator under this agreement of billing credits and of payments to be made by the
Participant and the Administrator giving rise to such billing credits shall be conclusive.”
E.g., Section 7(g) each of the Project 2 (now Columbia Generating Station) Net Billing
Agreements.

In view of the foregoing provisions, BPA has determined for each Participant the amount
of electric power billing capacity that remains available for the application of Prepayment
Credits, after applying the Net Billing Agreement covenants. BPA has used what it
considers to be reasonable forecasts of a variety of factors that play into determining the
amount of billing capacity available under the Net Billing Agreements for future
crediting. These factors include power and transmission loads and purchases by the
subject customers, power and transmission rates and rate levels, and Energy Northwest
projected costs including debt service. Each NB Participant’s “Participants Share” of a
net billed project is established under the related Net Billing Agreement. That percentage
is applied to expected, budgeted costs of the related project to determine the amount of
payments in a year to be made to EN by the NB Participant for that project. In addition,
since net billing credits are applicable against both electric power and transmission
purchases from BPA whereas Prepayment Credits are reflective of electric power
purchased from BPA, BPA has also allocated expected transmission purchases to net
billing under the Net Billing Agreements.

BPA currently funds all of Energy Northwest’s costs for the Net Billed Projects on a
current basis through an arrangement for direct cash payments; however, the Net Billing
Agreements (including the 115 percent test covenants) remain in effect, and net billing
could be reinstituted at any time. For conservatism in view of the bonds secured by the
Net Billing Agreements, BPA has chosen to assume that the direct payment arrangements
are not operative in determining the Net Billing Agreement headroom available for
Prepayment Credits under the Net Billing Agreement covenants.

For determining Net Billing Agreement headroom, BPA has also chosen to inspect
through BPA FY 2018 because that is the year that nearly $4 billion in Energy Northwest
bonds for its Net Billed Projects Nos. 1 and 3 are scheduled to be paid. The payment of
these bonds will reduce net billing credits substantially.

For purposes of determining the number of Blocks a customer may offer to purchase
BPA has also used annual (as opposed to monthly) amounts for determining the Net
Billing Agreement headroom. Thus, if Net Billing Agreement headroom is indicated to
be $900,000 in BPA FY 2016 and that is the lowest annual amount of Net Billing
Agreement headroom in the inspection period (from BPA FY 2014 through BPA FY
2018) then the maximum number of Blocks that the customer may offer to purchase is
one. (Each Block is equal to $600,000 on an annual basis, which fits under the $3900,000
Net Billing Agreement headroom amount. By contrast, this hypothetical Prepayment
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participant could not purchase two Blocks because that would equal $1.2 million, which
is in excess of the $900,000 Net Billing Agreement headroom amount.)

14. Risk of Participant Inability to Close Bond Issuance to Fund a Prepayment / Off-Ramp.

Customers expressed concern about the risk a participant bears in committing to fund a
Prepayment but, through no fault of its own, the debt it planned to issue to fund the
Prepayment could not be closed. BPA agreed, so has provided each participant a
Prepayment off-ramp if it is unable to close its debt issuances under specified conditions.
RFO, Paragraph 6(c)(ii)(B) and RFO, Appendix G.

15. Risk of Events Changing BPA’s Need for or Interest in Program / BPA Off-Ramp.

BPA is interested in assuring that it retains the ability to terminate Prepayment
transactions if intervening developments arise which would make it wise to halt the
Program. For example, if BPA were to unexpectedly receive a large increase in its
authority to borrow from the U.S. Treasury, BPA may see a declining need for the cash
infusion from the Program. Thus, BPA has reserved very broad rights to terminate,
suspend or delay the RFO. In addition, BPA has reserved rights to terminate Prepayment
transactions for any reason, even after acceptance of Offers, provided that the Participants
have not made commitments to issue Bonds to fund their Prepayments. (If BPA
terminates, it has also agreed to pay certain of the participant’s out-of-pocket expenses.)
More precisely, BPA may not terminate the sale of a Block after the related “Lock-In
Date” has been set by the participant where the participant indicated in its Offer that it
planned to issue Bonds to fund its Prepayment. (The related Offer(s) must specify that the
participant will be issuing debt to fund the related Prepayment(s).) This means that the
participant is responsible for setting a Lock-In Date to be the day it prices Bonds. Once
the Lock-In Date is set and arrives, then BPA may not terminate the related prepayment
transaction. This assures the participant that BPA will not and may not back out after the
participant makes a commitment to price, sell or issue related debt. Where a participant’s
offer indicates that it is not issuing debt to funds its Prepayment(s), the provisions of the
RFO are different. In this case, BPA has the right to terminate the related Prepayment
transaction(s) until March 29, 2013 (subject to paying certain of the participant’s out-of-
pocket expenses). BPA makes this distinction on the basis that in this case the participant
has not made an irrevocable debt commitment. RFO, Paragraph 6(d).

Issue 16. Disclaimer if Customers Issue Bonds to the Public.

BPA understands that a participant may seek to issue Bonds to fund a Prepayment but
BPA is also interested in assuring that any such Bonds will be issued on the credit of the
issuing participant and that there will be no misapprehension that BPA is guarantor of
such Bonds. BPA will require participants that issue Bonds to the public to fund a
Prepayment to include a disclaimer that BPA is not a guarantor and its credit is not
pledged to the payment of such Bonds. RFO, Paragraph 8(a) and RFO Appendix H,
Section #.5.

21



Issue 17. Use of Off-Balance Sheet and Related Structures for Bonds Issued to Fund
Prepayments.

In the pre-development stages, some customers and others noted that the acceptability to
customers of the prospect of issuing bonds to fund a Prepayment would depend on how
the bonds rolled up into their financial structures and how the debt and prepayments
transactions would affect their credit ratings, coverage ratios, financial structure, and
ability and authority to issue other debt for other purposes. Team members said their
reliance on bonds for prepayment would require a large premium in their offers to
compensate them for foregone opportunities. Almost certainly, a Prepayment would
reduce a participant’s future power purchase expense by more than the debt service on
related bonds; however, for most utilities, electric power purchase obligations have a
priority of payment that is higher than debt service. Thus, while the overall financial
position of a participating customer would improve (all else equal), obligations that were
formerly expense (electric power purchase) would effectively be converted to a debt
service obligation to the extent of the Prepayment and the matching (presumably) debt
and debt service.

A number of structures were advanced to help utilities participate in a prepayment
through the issuance of bonds by another entity. These would require some form of
action by BPA to consent to or otherwise allow the assignment of Federal electric power
from the participant to the debt-issuing entity or otherwise to rearrange existing power
sale transactions to interpose the debt-issuing entity in the power sale between BPA and
the related customer. In the end, BPA decided that it would not agree at this time to its
participation or acquiescence in these types of transactions, primarily on the basis that
they could be read to interfere with the basic customer relationship set forth in the PSAs
and could require a formal amendment to the PSAs. One of BPA’s ground rules set at the
start of the pre-development period was that the Region-wide PSAs were so hard won
and so closely negotiated that BPA had (and has) no interest in reopening any PSA apart
from an exhibit revision affecting the PSA payment terms only. Since the off balance
sheet proposals touched upon the amount of electric power that would be sold by BPA to
a participant and, potentially, the character of contractual relationship between BPA and
the participant under the PSA, BPA halted further discussion on this path. While it is
likely that future BPA power prepayment solicitations (if any) will reach the same
conclusions with regard to third-party debt issuers, BPA acknowledges that not all
possible structures were exhaustively analyzed financially and legally and in future
solicitations (if any) BPA may be open to exploring these alternatives.

Issue 18. Non-Assignment of Prepayment Credits, Exception for Pledges.

In the pre-development stages, some team members suggested that Prepayment Credits
be assignable by a participant to other entities to be used as a generic offset right against
the entities’ amounts owing to BPA. The thinking behind this comment was that an open
ended right to assign would enhance liquidity of the Prepayment Credits to participants.
If they were ever to face a need to ‘cash-out’ their Prepayment Credits they could sell
them elsewhere. BPA has decided to limit assignments on the basis that freely assignable
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Prepayment Credits would be very difficult to track and account for. This lack of reliable
tracking would also have adverse impacts on the possible issuance of future tax-exempt
power prepayment bonds because the use of the related proceeds would have to be
tracked back to exempt users. In addition the proposal would make BPA’s crediting
obligations more akin to a commercial paper transaction rather than an electric power
prepayment. BPA has adopted, however, a similar notion: the deemed reassignments (as
discussed above). These provisions will enhance the value of the Prepayment Credit
stream to the participants. In addition BPA has developed an allocation methodology for
tax purposes. See Issue 20, below.

BPA has adopted a provision that states that a participating customer may pledge cash
remittances to the payment of Bonds so long as the obligation for payment remains
enforceable only by the related participant. RFO, Paragraph 8(b) and RFO Appendix H,
Section #.6.

Issue 19. No Collusion Among Offerors.

As BPA resolved to employ a competitive offer structure, BPA decided to include a
standard no collusion provision drawn from stock and bond tender offer programs to
dissuade bid rigging. In pre-development some customers were concerned that the
provisions might impair their ability to explore ideas with one another. The provision as
drafted does not impede informational discussions. In the comment period, BPA received
no comments to the draft No Collusion provision. The provision also is drafted to enable
customers that are otherwise precluded from purchasing Blocks to transact with a
consolidating participant that has capacity to purchase one or more Blocks and an interest
in extending the benefits and risks of Blocks it may purchase to others. RFO, Paragraph
4(f) and RFO, Appendix D.

Issue 20. Tax Allocation of Use.

BPA hopes that municipal utility and PUD preference customers eventually will be able
to issue tax-exempt bonds to fund their Prepayments. The United States Treasury
Regulations may allow tax-exempt financing for such prepayments, if they meet certain
safe harbor requirements. One of those requirements is that substantially all power
received in return for the prepayment must be used to provide service to retail customers
of governmentally-owned utilities that have provided retail electric service for at least 5
years prior to the date on which the tax-exempt bonds are issued. See Treas. Reg. 81.148-
1(e)(2)(iii). If the prepaying municipal utility cannot use the purchased power to serve its
own retail customers, this special rule allows excess power to be sold to one or more
other governmentally-owned utilities that also have provided retail electric service for at
least 5 years prior to the date on which the tax-exempt bonds are issued for the purpose of
delivering that excess power to their retail customers. RFO, Appendix H, Section #.3.5(3)
and (4) of the Revision is designed to help qualified municipal electric utility and PUD
preference customers take advantage of this special rule. RFO, Appendix H, Section
#.3.5.
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Issue 21. Funding Prepayments with Taxable v. Tax-Exempt Power Prepayment Bonds.

BPA is aware of the potential for certain of its customers to issue tax-exempt bonds to
fund a power prepayment as was the case for bonds issued by the Memphis Light, Gas
and Water (“MLGW?”) for a prepayment of power from the Tennessee Valley Authority.
In BPA’s opinion, access to tax-exempt financing for funding Prepayments under the
Program is uncertain because of differences between its Program and the MLGW
transaction. BPA doubts any participants will use such financing in support of their
Prepayments absent receipt of a private letter ruling on the matter from the Internal
Revenue Service.

BPA believes that funding through tax-exempt bonds would lead to a lower cost Program
cost in future solicitations (if any) and expects to work with one or more customers to
seek an IRS private letter ruling confirming that the Prepayment model that BPA has
developed would enable a qualifying bond issuer to issue tax-exempt debt obligations to
fund its Prepayment. Such an approach could lower the cost to BPA and the Region
under future Prepayment solicitations.

One consideration for BPA was whether it would initiate the Program only after a private
letter revenue ruling was in hand in hopes of lowering the Program costs. BPA has
decided to proceed with the Program, as initiated with the RFO, with the expectation that
customers that use financing for their Prepayments will issue taxable bonds, if any.
Another approach would require a substantial delay as a letter ruling would likely take at
least 12 months to obtain after the ruling request is made. That means that BPA
customers would not be in a position to offer Purchase Prices that are based on assured
access to tax-exempt debt until early 2014. Such a delay in the Program would upend the
timing that BPA has developed for the Program and is unacceptable to BPA: the amount
of Prepayments sought is based primarily on Fed Hydro investments beginning in FY
2014 - 2015 and BPA’s power rate proposal for FY 2014 — 2015 will depend in great part
on the amount of prepayments BPA has accepted (early December 2012) and received
(late March 2013). Apart from the delay issues, BPA notes that the difference between
10-year tax-exempt (MMD) and taxable (Treasury) rates is relatively modest with the
difference being 18 bps on average over the past five years and taxable interest rates
being lower than tax-exempt rates since mid May 2012. In addition, the appetite of
customers that are tax-exempt issuers for participating in the Program is unknown.

BPA remains interested in working with one or more exempt customers in seeking an
IRS letter ruling for future Prepayment programs. BPA notes that if a favorable letter
ruling is obtained, participants that are not qualified to issued tax-exempt power
prepayment bonds (presumably, electric power cooperatives) may be comparably
disadvantaged in submitting future offers (relative to exempt issuers) if they base their
offers on the cost of debt to fund Prepayments.
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Issue 22. Performance Deposit.

BPA staff originally offered for consideration a provision under which Offerors would
submit a performance deposit, which BPA would hold if the Offerors’ offers were
accepted. The deposit would be kept by BPA if the winning Offerors did not meet their
respective Prepayment obligations. The purpose of the deposit was to increase the
probability that committed-to Prepayments would be made. Customers commented that
their efforts to form bids and the expected benefits of completed Prepayment transactions
would be adequate assurance of performance. BPA concluded that a performance deposit
would materially increase the likelihood of full performance only if it was very large but

that such a deposit would inhibit participation. BPA also agreed that, given the high

degree of assurance that participants will obtain expected benefits from completing its
Prepayment obligations, there is sufficient inducement to proceed without a performance
deposit.

Issue 23. Funding Date.

In order to assure consistency and equity among participants, to streamline Program
administration, to clarify the start date of credits, and to integrate Prepayment
expectations into the power rate development process, BPA has established a single
Prepayment funding date, March 29, 2013, applicable to all participants. BPA selected
the March funding date to enable participants that plan to issue bonds adequate time
between offer acceptance and funding date to develop their disclosure and price and close
the bond sale. A consistent funding date also allows credits to start accruing for all
participants on April 1, 2013.

PART V. PUBLIC COMMENTS AND RESPONSES

This Part V describes the comments received on the Draft RFO and the proposed Program and
BPA responses to the comments. On June 27 and 28, 2012, BPA conducted two webinars with
customers regarding BPA'’s potential power prepayment program. At the conclusion of the
second webinar, BPA opened up a 15-day comment period for stakeholders in the Region to
provide feedback to help inform BPA about potential concerns.

Subpart A. Comments

1. Comment from Benton PUD

Benton PUD offers the following comments in regards to the Power Prepay Program. In this
document, our comments are restricted to the Prepay Program. Under separate cover, we

commented on the Capital Investment Program in a memorandum dated May 11, 2012.

Benton PUD is supportive of the Power Prepay Program. Subject to our comments referenced in
our May 11th memorandum, we recognize the need for BPA to find additional ways to access
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capital for its hydroelectric system. As you are aware, Benton PUD has been an active
participant on the Power Prepay Regional team since its initial formation. Early on, we felt it
important to help design a program that would address BPA'’s access to capital challenge while
ensuring equity among all BPA customers.

Benton PUD believes that the Power Prepay Regional Team has been a highly collaborative
process, and we believe that the program design addresses the needs of both participants and
non-participants in the region. We very much appreciate the leadership of Claudia Andrews and
Jon Dull in seeking input from customers and acting on this feedback to design a program that
reduces risks to participants.

Benton PUD has been an active participant in the Power Prepay Regional Team from its initial
formation.

While we have not made a final decision as to whether to participate in the program, we feel that
by being an active participant on the Team we are in a much better position to evaluate the
benefits and risks of the program.

Early on, we felt it important to help design a program that would help solve BPA'’s access to
capital challenge while ensuring equity among customers

Benton PUD believes that this has been a highly collaborative process between BPA and its
customers, and we think the program design addresses the needs of both participants and non-
participants in the program.

Along with BPA we are eager to understand your approach to a rating methodology on the
program.

2. Comment from City of Port Angeles

We considered the prepayment program and decided not to pursue the initial offering. There
does not appear to be adequate incentives to participate at this time.

The Bonneville Power Administration (BPA) recently met with City staff and the City’s
Industrial Transmission customer to discuss a new pre-payment program. The program is a
means for BPA to secure approximately $125 million per year for investments in the Federal
Base System (FBS). BPA is promoting the program because it anticipates that it will fully utilize
its $7.7 billion U.S. Treasury line of credit by 2016. BPA plans to invest about $500 million per
year in the aging FBS.

If the City chooses to participate, it would pre-purchase a $9.2 million block of future wholesale
power, and, in exchange, would receive a $50,000 credit on its monthly wholesale power bill for
15 years. BPA wholesale power rates will be the same for participants and non-participants. As
part of the program, the City would have to offer to purchase at least one block at a cost in the
range of $5.5-$6.3 million in today’s dollars. The City’s Electric Utility would have to borrow to
purchase a block because it is still replenishing its unrestricted cash from the 2001 West Coast
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Energy Crisis, and the use of cash for the pre-payment program may not be prudent. The
anticipated net retail rate reduction for the purchase of a block is only about 0.15%.

There is some risk if the City participates that would need to be considered, and the City’s
authority to participate would need to be confirmed. Staff is also concerned that: BPA’s
anticipated acceptable rate of return for utility participants may be too low; that financing
origination costs, required reserves, and typical debt coverage ratio requirements do not appear
to have been considered; and that financing a block may reduce the City’s ability to secure
funding for its own Electric Utility renewals and replacements.

BPA plans to offer City an opportunity to participate in August, and a City response would be
due in November. BPA anticipates selecting utility participants in December, and utility
participants would have four months to provide funding and/or obtain financing. There are three
additional offerings anticipated. For the reasons cited above, staff does not plan to pursue
participation in this year’s initial offering.

3. Comment from Idaho County Light and Power

I have no objection to BPA raising capital with the Pre Pay method. | have floated the Prepay to
both board and Pat (CFO), but have not received any great interest in pursuing. So, especially
considering our marginal size, | think it is unlikely that we will opt to make use of the Prepay
option, if offered.

4. Comment from Inland Power

Thanks for the information and presentations on BPA’s proposed Power Prepay Program. Inland
Power appreciates the effort that went into the consideration and design of this potential
program. While at this point not every aspect of the program is entirely clear to us, the key
program features appear relatively straightforward and workable.

We need to indicate, however, that we are unclear how the Prepay program would fit into an
overall set of BPA financing tools and the relative merits of each of those tools. It is our
understanding that BPA is holding an “Access to Capital” workshop on July 26. Hopefully, at
this workshop BPA'’s total capital funding needs (power and transmission), available borrowing
authority, timing and merits of various financing options will be thoroughly discussed.

Again, thanks for the opportunity to comment on the Power Prepay Program.

5. Comment from Northwest Requirements Utilities

Thanks for the opportunity to provide public comment regarding the BPA Power Prepay
Program. We appreciate all of the public meetings BPA held during the formulative stages of this

program, as well as the webinars and one-on-one meetings between utilities and their Account
Executives.
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NRU as a trade association has not taken a formal position regarding the Prepay program, nor
have we as staff provided recommendations to individual utilities as to whether or not they
should consider participating in the program. Individual utilities need to make that determination
based both on how they would be impacted financially during the term of the program, and
whether they believe Prepay is a preferred or acceptable approach for BPA to address the issues
of long term access to capital for the preservation, replacement or expansion of FCRPS assets.

Prepay Program Technically Designed Well

With regard to the basic terms of the Prepay we believe that BPA has done a good job of
designing a program that is workable, relatively easy to administer, capable of generating large
amounts of capital, and relatively fair between utilities that are participating or not participating
in the program. The $50,000 monthly Prepay blocks extending through the term of the Power
Sales Contract makes sense, as does BPA’s flexibility to continue to offer the program in
subsequent rate periods as needed to raise capital. The auction, with BPA establishing a
marketing clearing price, creates a basic sense of fairness which we prefer, even if BPA leaves a
few dollars on the table by not pursuing more aggressive bi-lateral price negotiations with
participants.

NRU particularly appreciates the fact that BPA modified the original program design to allow
many of our members to participate, rather than offering Prepay only to BPA’s larger customers.
This goes a long way to eliminate potential differences of opinion about the program based on
utility size. Also, BPA’s involvement with the Cooperative Finance Corporation (CFC) helps
facilitate a financial institution being available and familiar with the program for NRU members
that may be interested in pursuing Prepay.

While generally commenting on the financial characteristics of the program, we have offered no
advice to our members as to their legal authority to enter into the program, or the consequence of
participating in Prepay regarding their financial position. However, we would strongly encourage
prospective participants to fully consider these issues.

Unknown Whether Support for Prepay Program Will Reach Critical Mass

The schedule calls for the BPA Administrator to make a decision in September as to whether the
Agency will decide to offer the Prepay program, consistent with the design that has been
discussed in the region. Based on our participation in meetings and in discussions with others in
public power, it is not clear whether the critical mass will be achieved for the program to be
implemented. We are unaware of individual NRU members that have made a decision at this
time to participate in the program, if it is offered. Most likely if critical mass is achieved within
the public power community, BPA will still need to vigorously examine other strategies to
provide access to capital, which could be used in conjunction with the Prepay program.

Relationship to Access to Capital Generally and Needed Investments in the Hydro System

It is difficult to offer a fully informed opinion regarding the Prepay program absent a broader
discussion of how the particular financing tool fits in the context of BPA’s overall access to
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capital needs and the strengths and weaknesses of alternative funding mechanisms. Also, to the
extent Prepay has been explained as a financing mechanism to rehabilitate or improve the
FCRPS generation assets, it seems to us that there has been insufficient discussion during IPR as
to what constitutes a significant project that needs to be expensed versus capitalized. In the
March 8 CIR kickoff materials (page 44) BPA identifies the need for *“a large capital investment
program level of about $250 million per year provides a stable program that can be efficiently
resourced for at least 15 years.” Yet in the FY 2012 — FY 2013 rate case we had significant
discussion about some of the work at Grand Coulee, and whether that work should be expensed
or capitalized. BPA concluded that the work needed to be categorized as maintenance, and
therefore was expensed. It would be helpful to have a better understanding of the relationship
between the “large capital” proposed investments in the CIR Federal Hydro Asset Strategy and
the Agency’s forecasted expectations for large expense items that help to preserve the FCRPS
assets.

We fully recognize that given the proposed capital program and the use of existing financing
tools, and the extent to which they are applied, BPA will run out of U.S. Treasury borrowing
authority in 2017, and will fall below the threshold to assure a $750 million Treasury liquidity
facility in 2016. At the March 8th IPR meeting, BPA identified the need for over $2 billion in
new financing tools, $1.7 billion of which is from the proposed Prepay program. If fully
implemented, these tools would allow Treasury borrowing authority to be extended to 2022,
thereby meeting the Agency’s “10 year target” for remaining Treasury source availability. As
BPA shows, this currently projected exhaustion of borrowing authority can in part be mitigated
through use of Transmission reserves (BPA suggested $300 million) and a very aggressive third
party financing program for transmission (hopefully 50% or more rather than 30%). Still,
something may likely need to be done to solidify the funding sources for the hydro system.

BPA Finance staff provided useful information in workshops comparing the costs of Prepay over
time to more traditional forms of possible revenue financing within the Power rates. But the BPA
analysis seemed to be more along the lines of advocacy for the financial advantages of Prepay
rather than a full vetting of the pros and cons of all of the options. Prepay provides upfront
money to BPA from customers, while reducing future revenues recovered from participating
customers’ power bills. Revenue financing allows for a decision in each rate case as to amounts
that are included in rates to pay for capital projects, likely with a higher front end cost, but
without a reduction of Agency revenues from customers in subsequent rate periods. Arguments
can be made in favor of either approach.

During the last week in July BPA will have follow up IPR meetings, including an extensive
workshop on access to capital. This would be a particularly good forum to delve into the pros
and cons of the various funding tools, and to show how such tools would impact the overall size
of updated projections for the overall size of Power and Transmission rate increases. For
example, a financing tool that could have a 1% impact on Power rates may be more palatable if
the projected overall power increase is in the mid to higher single digit range rather than double
digit. (Keep in mind that these are NRU staff comments and the NRU Board has not taken a
position yet on these matters.) Also, having better information about alternatives may spark more
enthusiasm for utilities to take another look at Prepay.
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The overall size of the capital program is an issue that requires regular attention, both internally
within BPA and by the customers. However, much of the capital program for hydro (holding
aside the Keys Project) is generally well documented. The likely tradeoffs will involve spreading
work over a longer period of time and the related consequences in terms of higher costs in the
future, or risk of equipment failures that could have been avoided. If BPA wants Power Services’
customers to support a new or expanded source of revenue for the FCRPS capital program, then
we need more information about the big picture, particularly the relationship to overall
borrowing authority and related transmission investments.

Relationship Between Hydro and Transmission Capital Needs and Borrowing Authority

Whether BPA uses Prepay, more traditional revenue financing, or a new creative financing tool,
if the Agency wants Power customers to commit to a new source of funding for the hydro capital
program, it needs to first address and resolve the relative distribution of the remaining borrowing
authority between the Power and Transmission functions. For example, if BPA shows about $4
billion of borrowing authority beginning in FY 2012, and then running out of borrowing
authority in 2017, shouldn’t we have an understanding as to how that authority will be allocated
by functional area? Why would Power customers take on more short term responsibility for
funding FCRPS improvements if the consequence is merely to shift more of the remaining
borrowing authority to transmission projects? BPA isn’t proposing that, but there is nothing
currently in the written materials about Prepay that would prohibit it from happening.

BPA needs to address these questions at the July 26th workshop. On a related note, if
Transmission has additional tools available, such as 3rd party financing and $300 million of
reserves, how would this be factored in the remaining use of borrowing authority between
Transmission and Power? In examining the Transmission capital program, NRU members might
not support certain projects that diminish remaining Treasury borrowing authority, but would not
oppose their moving forward if they used third party financing. Likely all customers will not
agree on an assignment strategy because they will all want as much of the lower cost Treasury
authority available as possible. However, overall interest rates are low enough to still make
projects affordable using non-Treasury sources of capital.

We recognize and appreciate that BPA is working on a new internal process for capital project
prioritization, and that such process will not be completed to be used as part of this IPR process.
While that may be the case, the NRU staff believes that as part of this IPR, BPA should provide
additional direction at this time for customer comment as to how the remaining borrowing
authority might be segregated between the major functions of the Agency, particularly Power
and Transmission. We would welcome the opportunity to discuss this with you at or before the
July 26™ workshop. However, it did not seem appropriate for us to be making any proposal in
this document where the primary focus is comments regarding the Prepay program.

We need to talk about cost comparisons on this versus LF. Both taxable and tax-exempt and how

we think we can get tax-exempt financing in the future but overall interest rates are low so we
are willing to do it taxable the first time. It also allows Coops to participate which is important
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Conclusion

We will have additional comments to offer at the July, Access to Capital workshop. Our
comments will address both Prepay and other financing tools, how the remaining Treasury
borrowing authority could be used, as well as comments about the size and shape of the proposed
capital program. If you would like to discuss any of that in advance, please let us know. We
would like to share the outcome of these discussions at the August 1* NRU Board meeting so
our members have more of a contextual background to make an informed decision regarding the
Prepay program. Thanks for your attention to these comments.

6. Comment from PNGC Power

PNGC Power has been participating in the collaborative effort to develop a power prepayment
program. That effort has been a fairly intensive nine month development process focusing on the
merits and details of creating a viable prepayment program that could provide BPA with
additional sources of capital for the power business line. We found the development work to be
well organized and BPA’s participating staff was quite capable.

We think the prepayment program concept has undergone sufficient development to proceed to
the offer stage. Having said that, PNGC or our members have not determined whether to
participate in the Prepayment Request for Offer should BPA proceed with the program. We are
still evaluating all of the program’s benefits, risks and details in order to determine any
subsequent role.

7. Comment from Public Power Council
Introduction

Thank you for the opportunity to comment on this proposal and for the hard work BPA staff
members have put into developing financing proposals for the agency’s capital needs. At this
time, these are PPC’s preliminary comments regarding BPA’s proposed prepay program. We
will have additional comments, based on the discussion at BPA’s July 28" meeting on access to
capital, and once PPC better understands the short-term rate-impacts of prepay. Additionally, we
have just received BPA’s presentation to be used with the rating agencies, and we would like to
evaluate that as well.

Prepay has been proposed by BPA as a method for addressing the gap between BPA’s proposed
capital spending program over the next ten years and the limits on BPA’s borrowing authority.
Facing similar issues, TVA successfully negotiated a prepay agreement in 2003 with Memphis
Light, Gas, and Water, as well as other TVA customers. Similar prepay agreements are common
in the natural gas industry.

BPA'’s prepay proposal has a number of desirable characteristics. In particular, BPA has
correctly established a limit on the implicit interest rate that it is willing to pay under the prepay
program, ensuring that the cost of using prepay is not greater than the cost of alternative forms of
non-Federal financing.
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BPA has also included a “consolidator” provision in the prepay proposal, which allows smaller

utilities to participate in the prepay program by allowing them to jointly acquire a prepay block.
BPA’s hypothetical prepay example requires a minimum commitment of $6.3 million to acquire
a block of prepaid power.

Characteristics and Functioning Of The Prepay Program

It’s important to understand that prepay could be viewed as a form of revenue financing, with
some characteristics that make it look more like a bond than standard revenue financing. A
prepay agreement with a utility gives BPA money up front for capital investments, which will be
repaid over time via the bill credits that BPA will provide the utility providing the prepayment.

Once a prepay agreement has been signed, BPA (and ultimately, BPA’s customers) is locked into
reimbursing the prepay participant via bill credits for the remaining length of the contract (until
2028). Given the amount of time that the prepay rate credits are spread over, the potential rate
impact of prepay is considerably less than direct revenue financing.

For example, in the hypothetical prepay example that BPA has been using, $504 million would
be raised via prepay in the near-term, only $96 million of which would be returned via rate
credits in the upcoming rate period. Whatever the rate impacts of prepay, they are clearly less
than revenue financing the whole $504 million over the two years of the upcoming rate period.

Prepay is similar to bond financing in that BPA customers commit to paying off a capital
investment over an extended period of time, not just over a two-year period.

PPC has not advised its membership regarding the desirability of participating in the prepay
program, nor has PPC has advised our membership regarding their legal authority to participate
in the program. However, it is important to determine that participants can make such an
advanced payment of power costs, to ensure that the program can be implemented as envisioned.

The Short-Term Rate Impacts Of Prepay Are Unclear

Repeated discussions with BPA Finance staff regarding the short-term rate impacts of prepay
have convinced PPC that this is a highly complex issue, given its interactions with BPA’s
nonmargin cash accumulation and other BPA financing steps, such as the proposed extension of
Energy Northwest debt. Without a clear understanding of the near and longer-term rate impacts,
it is premature to offer a definitive view of this proposal.

We understand that BPA staff at the July 28™ access to capital meeting will provide more

information on the short-term rate impacts of prepay, and we will include in our IPR comments a
response to those forecasted short-term rate impacts.
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Continued Importance Of Prioritization

PPC would, however, like to reiterate our previously filed comments regarding the importance of
prioritization in addressing BPA’s capital funding shortfalls. We would like to work with the
agency to improve BPA’s current capital prioritization proposals. BPA has indicated that prepay
has tentatively been sized to fund BPA’s hydro capital investments, but this begs the question of
where the alternative funds that otherwise would be used to fund hydro capital investments will
be going. A more in-depth discussion of the interrelationship of different financing tools and the
level of usage between business lines is needed.

Thank you for the opportunity to submit these comments.
8. Comment from Springfield Utility Board

Thank you for the opportunity to submit comment regarding BPA’s Power Prepayment Program.
As it has been described, SUB in support of the proposed program, and would offer the
following feedback.

Block Terms

In BPA’s presentation under Auction Specifics, block terms are listed as, “...offered for a block
of monthly credits on the customer’s power bill for 15 years (or the remaining term of the
Regional Dialogue contracts). SUB would be in support of a shorter term for blocks.
Specifically, SUB would be more interested in a shorter term covering one or even two rate case
periods. Additionally, the term of blocks should be clearly defined in BPA’s draft Prepayment
Term Sheet: Request for Offers / Transparent Auction, but are not mentioned.

Request for Offers

BPA'’s Request for Offers (RFO) addresses both those customers who would be issuing debt and
those who wouldn’t. For those electing the prepayment option without needing to issue debt may
find the 27 page RFO to be lengthy and confusing, particularly in the case of presenting a pre-
payment option to their governing body (board) for discussion and decision-making. SUB’s
recommendation would be to have two separate RFOs; one for those customers intending to
issue debt to participate and one for those customers who do not need to issue debt to participate.
An RFO specific to the customer will help in directing discussion related to approval of
participation.

Thank you again for the opportunity to comment. Please recognize that these comments are not
intended provide feedback, and do not necessarily express SUB’s intention to participate in
BPA'’s proposed Power Prepayment Program.

9. Comment from Tacoma Power

Tacoma Power has participated with the Regional prepay team since its inception. We applaud
BPA for the creativity and energy devoted to exploring a potentially innovative solution for
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meeting future capital needs while also keeping the region informed and involved. BPA is an
important business partner of Tacoma Power’s and we welcome the opportunity to continue to
work as a member of the team to find the best sustainable solution for the region.

Since the beginning of the prepay discussions, we have asked BPA to provide a holistic analysis.
The two largest components that need clarity are the cost impacts on BPA’s revenue requirement
in the cases, 1) where its treasury borrowing authority is not raised from the current cap and there
is no participation in the prepay, and 2) where BPA implements its proposed prepay program to
substitute for reduced treasury borrowing authority and there is participation in the prepay.

These two cases will require many assumptions to better understand the inherent uncertainties
and to ensure BPA’s capital requirements are sufficient/optimal for maintaining its infrastructure.
Other details are also of interest, including ensuring customer participants in the prepay program
can remain financially neutral, or indifferent in the context of their own financial health.
Although there are many assumptions that must be made in the face of considerable uncertainty,
particularly in projecting rates, Tacoma Power will need to understand these impacts to make a
decision that is in the best interest of our customers.

Regardless of the final disposition of the prepay program and Tacoma Power’s participation
decision, we believe the capital access issue is a clear opportunity for BPA to fully examine the
effectiveness of its capital planning process. It is well known that many of us in this industry face
very similar issues of aging infrastructure and limited access to capital. Therefore each of us has
sufficient incentive and motivation to take a reasonable measured approach to prioritize
expenditures and apply a high level of fiscal discipline in developing our long-term capital plans.

We truly appreciate BPA’s efforts to fully explore and communicate the issues, alternative
solutions and impacts of this work to its customers and other stakeholders. We look forward to
continuing the dialogue and working with BPA staff on this important issue.

Subpart B. Responses to Comments

1. Response to Benton PUD

BPA appreciates the feedback from Benton PUD and looks forward to continuing to working
together in the future.

2. Response to City of Port Angeles

BPA thanks the City of Port Angeles for its response. BPA has had input that the credit markets
will look favorably on the Program and customers that do not have cash reserves should be able
to find funding through public debt offerings or privately placed debt. BPA believes the
Program is designed to provide strong protection for the prepaying participants.

3. Response to Idaho County Light and Power

BPA thanks Idaho County Light and Power for its response.
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4. Response to Inland Power

BPA appreciates the comments from Inland Power. BPA'’s total capital funding needs and
available financing tools were addressed at the Access to Capital workshop held on July 26,
2012. In addition BPA will be releasing a draft access to capital plan for public comment in the
near future.

5. Response to Northwest Requirements Utilities

BPA appreciates NRU’s response. BPA also thinks that an auction process for the Program
incorporates an aspect of fairness for participants although each utility will have a different cost
of capital, which will mean varying incentives from participant to participant. Future BPA
public meetings can be used to address NRU’s request to have a better understanding of the
relationship between the “large capital” proposed investments in the CIR Federal Hydro Asset
Strategy and the Agency’s forecasted expectations for expenses to help preserve the FCRPS.

At the July 26, 2012 Access to Capital meeting, BPA indicated that current forecasts for capital
spending from fiscal years 2012 through 2022 will require an additional $3.5 billion in capital
than BPA currently has available from the Treasury if you include reserving $750 million of
borrowing authority for the Treasury line credit. In each scenario, BPA included the use of $15
million per year in currently available transmission reserves as a source of capital, totaling

$165 million over 11 years. The $165 million is less than BPA'’s initial proposal of utilizing $300
million in transmission reserves. The reduction occurred because utilizing $300 million in
transmission reserves would increase the chance of planned net revenue for risk in BPA’s
upcoming rates.

BPA believes that it is extremely unlikely that a participating customer would issue tax-exempt
bonds in connection with the Final RFO because it would very likely require a favorable Internal
Revenue Service letter ruling. Such a ruling cannot be achieved in the timeframe for the Final
RFO. While tax-exempt bonds have a lower cost of financing, given the currently low interest
rate environment and the compression between tax-exempt and taxable rates, the cost of taxable
bonds is low enough that the financial impact of customers using taxable bonds for purchasing
Blocks, and thus offering a lower amount for a Block relative to using tax-exempt financing, is
acceptable to BPA.

While the cost to the Agency of the Program may be somewhat higher than the cost of lease
financing, the final cost will be dependent on BPA’s reservation price and the market clearing
price. If future debt issuances by participants are tax-exempt, then the cost could be expected to
be lower than lease financing, subject to actual market conditions at the time.

With regard to the issue of allocation of borrowing authority, BPA believes it would be
imprudent to at this time address and resolve the relative distribution of the remaining borrowing
authority between the Power and Transmission functions. First, as we have indicated, the
Prepayment Program provides a certainty of funding Fed Hydro capital project costs that does
not otherwise exist, given the constraints on BPA’s capital. Second, BPA’s capital allocation
process is an on-going one that attempts to ensure that capital is prioritized to highest needs.
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BPA'’s Treasury borrowing authority is not, for the most part, limited to power or transmission
investments, but is available to meet the agency’s needs. Given the diversity of the agency’s
capital needs, it is appropriate that they be prioritized on an on-going basis, taking into account
all the then available and reasonable foreseeable facts and circumstances.

6. Response to PNGC Power

BPA thanks PNGC Power for its involvement in the collaborative efforts for the prepay program.
BPA understands that PNGC and its members have not determined whether to participate in the
program.

7. Response to Public Power Council

BPA appreciates PPC’s comments. Future stakeholder meetings will address the issue of capital
investments and BPA’s prioritization of future capital investments. Potential power rate impacts
of the proposed Program and other financing tools were presented at the July 26, 2012 Access to
Capital meeting.

8. Response to Springfield Utility Board

BPA would like to thank SUB for its comments. Block terms are set at 15.5 years because that
coincides with the final term of the PSAs. In response to the suggestion that BPA consider a
term shorter than 15 years, BPA notes it would either need to dramatically reduce the size of the
Program or experience upward power rate effects if it were to provide Prepayment Credits over a
shorter period. BPA will take steps to ensure the 15.5 year term is clarified. While BPA
appreciates the suggestion to simplify discussion by issuing two RFOs, BPA believes it has
adequately and fairly accommodated debt-issuing and cash-funding participants. BPA has
decided to issue only a single solicitation in this phase of the Program.

9. Response to Tacoma Power

BPA welcomes Tacoma Power’s comments. An analysis of the issues facing BPA’s access to
capital was provided in a stakeholder meeting held on July 26, 2012. The Program is designed to
provide capital funding to BPA while meeting its statutory requirements. The impact of the
program on BPA’s revenue requirements was presented at the July 26 meeting as well.

PART VI. CHANGES FROM THE DRAFT RFO TO THE FINAL RFO
The following describes and explains changes in the provisions of the Final RFO (and
Appendices) compared to the Draft RFO (and Appendices). A Comparite version of the changes
is included as Attachment F to this Record of Decision. Many changes are stylistic and are not
explained. Certain changes are repeated throughout the Final RFO (and Appendices) and a

separate explanation for each instance of a repeated change may not be provided.

RFO
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Paragraph 1. The Final RFO adds a more descriptive title to the RFO and adds the date on
which the Final RFO was issued (this change is made throughout).

Paragraph 2. The Final RFO clarifies that to make an Offer a preference customer must
have adequate power purchase billing capacity, as provided in Paragraph 4(b) of the Final
RFO. For accuracy, the RFO uses the term “Revision” rather than “Amendment” to
describe the revision to Exhibit D of the PSA that must be executed to implement the
Prepayment Credits (Revision). This change is reflected throughout the RFO.

The Final RFO now uses “contract(s)” and “Prepayment(s)” to reflect that each Offer is
separately accepted and that each such acceptance results in an individual contract for a
Block. This change is reflected throughout the Final RFO.

Paragraph 2(a). The Offer window is clarified to be a 24 hour period. For simplicity, the
terms “Offer Deadline” and “Prepayment Deadline:” are replaced with dates certain. The
Final RFO adds, for emphasis, a statement that Offers must be e-mailed by a date/time
certain.

Paragraph 2(b)(i). The Final RFO clarifies that BPA may change the communications
protocols established in Paragraph 2. It also adds a general catch-all that communications
limitations on the RFO will lift when Offers are accepted.

Paragraph 2(b)(ii)-(vii). In response to internal concerns about the flow of information in
this solicitation process, paragraphs 2(ii)-(viii) were added in the Final RFO. BPA is
balancing concerns about the competitive character of the solicitation and the need for
more information flow and assistance in preparing documents. The acceptance of Offers
in this particular solicitation is straightforward because it is based solely upon the
Purchase Prices that are bid. In BPA’s opinion, there is little chance for assertions of
favoritism, bias or unfair bidding advantage that could come into play in this competition.
Furthermore, the bid window is 24 hours so inside information on the offered Purchase
Prices will be less available for possible inadvertent revelation. BPA will establish
internal controls so that bids are closely held until the acceptance period is over and BPA
will close off communications two weeks prior to the time period for the submission of
Offers.

On the other hand, BPA expects that preference customers will need further assistance in
developing a detailed understanding and appreciation of the Program and RFO insofar as
their participation or potential participation is concerned. BPA believes that additional
outreach is needed to assure that maximum participation is achieved. BPA could delay
the RFO issuance date but does not think a delay would have any notable benefits for
communications, and thinks that the certainty of having a Final RFO will aid the
preference customers in advancing their deliberations on their participation in the RFO, if
any.

Paragraph 2(b)(ii). In the Final RFO, BPA encourages the use of e-mailed questions and
answers, which will be available to all Interested Parties. This section includes a defined
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term, “RFO Questions,” which is narrowly defined to mean questions relating to a
customer’s potential Offers. This is intended to allow BPA to discuss questions about the
Program generally, including with non-Interested Parties.

Paragraph 2(b)(iii). Self explanatory.

Paragraph 2(b)(iv). The Final RFO provides that BPA will help customers fill out the
template forms necessary for an Offer. BPA will not fill out the Purchase Price or other
substantive features of an Offer.

Paragraph 2(b)(v). BPA reserves the ability to engage in limited “Direct Discussions”
with Interested Parties. There is no requirement that these discussions be recorded or that
the information in the discussions be shared with Interested Parties. The provision
includes limits on the character of the discussions, more particularly that the Substance of
the customers’ potential participation will not be discussed. For clarity, basic
administrative matters relating to the RFO may be discussed between BPA and Interested
Parties.

Paragraph 2(b)(vi). Under the Final RFO, BPA is imposing a quiet period on
communications, which will begin two weeks prior to the time that Offers are to be
submitted.

Paragraph 2(b)(vii). A preference customer’s main point of contact on the RFO will be its
Power Services Account Executive (AE), except as otherwise provided. The Draft RFO
had identified personnel in BPA’s Finance department as the point of contract.

Paragraph 2(b)(viii). Under the Final RFO, Offers are to be submitted in PDF format to a
central BPA email address and it is suggested (but not required) that each Offeror send an
electronic carbon copy (cc) to its AE. BPA is expecting that AEs may provide a basic
review of Offers as submitted to attempt to identify any obvious administrative or
documentary errors (missing signatures or initial blocks/ incorrect dating of documents,
etc.). Executed paper originals of the Offers (especially the Revisions, which are the
document that cements the prepayment contract(s) when executed by both BPA and the
related Offeror), must be mailed by each Offeror to its AE promptly so that the AE will
have executed originals of the Revision to counter-sign and return to winning Offerors.

Paragraph 2(c). In contrast to the Draft RFO, under the Final RFO, BPA will not
announce in advance of the date that Offers are due to be submitted the maximum
number of Blocks that it will purchase. Rather, BPA will announce the maximum
aggregate dollar amount of Offers it will accept—see Paragraph 2(c)(ii) of the Final RFO.
The original language was erroneous because BPA would have been unable to predict the
clearing price and therefore the aggregate number of Blocks it would accept. Also, the
term “Credit Commencement Date” is replaced throughout by a date certain as part of
BPA'’s resolution to specific dates for the RFO and Program.
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Paragraph 2(d). The Final RFO clarifies that while BPA may amend the RFO through a
date certain, BPA may nonetheless suspend, delay or terminate the RFO without regard
to the time limitation for amending the RFO.

Paragraph 3(b). The Final RFO adds a provision to the effect that while Prepayment
Credits are fixed there is no intention to interfere with the possibility that Prepayment
Credits may roll forward to future periods.

Paragraph 3(c). The Final RFO adds new wording to the effect that a customer may
pledge cash remittances by BPA, which is an exception to the general limitation on
assignment.

Paragraph 4(a). Changes in this paragraph clarify the number of originally executed
forms that Offerors must submit for an Offer and notes that a single Offer form may be
used to submit more than one Offer if the bundled Offers are identical or differentiated
only by Purchase Price. The Final RFO adds the word “maximum” for increased
consistency with and as a more accurate description of the clearing price structure used in
the Final RFO.

Paragraph 4(b)(i). The Final RFO adds more precise wording to describe the relationship
that the Net Billing Agreements have with the number of Blocks a Customer may offer to
purchase. The Final RFO replaces “BPA Fiscal Year” for “Contract Year” to remove a
possible ambiguity.

Paragraph 4(b)(ii). The Final RFO adds a provision assuring that a preference customer
may obtain, confidentially from BPA, the information on the maximum number of
Blocks the customer may offer to purchase.

Paragraph 4(c). The Draft RFO included information in Appendix C about the potential
means by which a customer may indirectly participate in the purchase of Blocks when it
may otherwise be precluded. This has been deleted as unnecessary. A brief version of the
logic of former Appendix C is included in the new text to assure preference customers
that BPA does not find such arrangements objectionable.

Paragraph 4(d). In the Draft RFO, BPA originally proposed to provide preference
customers with the 10-Year Treasury yields. In the Final RFO, BPA has provided a link
to the information to assist customers in readily finalizing and making their Offers. BPA
will not provide such information to the customers.

Paragraphs 4(e), (f) and (g). In contrast to the Draft RFO, the Final RFO, rearranges the
order of these paragraphs to improve logical flow; however, the wording remains
substantively similar. The Final RFO adds a clause in Paragraph 4(g) (formerly
Paragraph 4(e) of the Draft RFO), emphasizing that the amount of a Prepayment may
differ from the Market Clearing Purchase Price if the Market Rate Adjustment has been
elected. This emphasis is made throughout the Final RFO.
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Paragraph 4(h)(i). The Final RFO uses dates certain in lieu of definitional dates. The
Final RFO adds a provision to assure that Purchase Prices will be the determining factor
in acceptance and that elections made in an Offer to opt-in to off-ramps or the Market
Rate Adjustment will not affect selection of accepted Offers.

Paragraph 4(h)(ii). The Final RFO uses a date certain. The Final RFO clarifies that if an
Offer is re-submitted because BPA identified an error in the Offer as submitted, the
Purchase Price may not be changed.

Paragraph 4(h)(iii). The wording in Paragraph 4(h)(iii) of the Draft RFO has been
deleted. BPA originally proposed to establish a loop to check the reasonableness of Initial
Spreads for customers opting-in to the basis risk off ramp of Paragraph 6(c). BPA has
determined this is unnecessary and would compound timing issues in the process for
accepting Offers. The certification of the Financial Advisor is an adequate safeguard for
assuring the reasonableness of the Initial Spread.

Paragraph 4(h)(iii). Most of the text of Paragraph 4(h)(iii) of the Final RFO was
originally found in Paragraph 4(h)(iv) of the Draft RFO. This is the result of re-
numbering the paragraphs in light of the deletion of text, as discussed immediately above.
The Final RFO adds a requirement for BPA to announce the aggregate dollar amount of
Prepayments it has accepted (the actual amounts received may change depending on the
operation of the Market Rate Adjustment, use of off-ramps, and other factors). Paragraph
4(h)(ii1) of the Final RFO also adds ‘delivery’ by BPA of counter-executed acceptances
as part of the acceptance process. In view of the possibility that an Offeror may offer to
purchase Blocks at differing Purchase Prices and the resulting possibility that not all
Offers it submits may be accepted at the Market Clearing Purchase Price, the Final RFO
provides that BPA’s acceptances shall indicate the number of offered Blocks that BPA
has accepted from the Offeror.

Paragraph 4(h)(iii)(B). The material in this Paragraph was formerly in Paragraph
4(h)(iv)(B). The Final RFO clarifies the process for invitations, to be made to Offerors
whose Offers were lower than the Market Clearing Purchase Price, to re-offer at the
Market Clearing Purchase Price.

Paragraph 4(j). The Final RFO adds a date certain.

Paragraph 5. The Final RFO adds Treasury web site links for determining the yields on
10-Year Treasuries. It also clarifies that an Awarded Customer is free to use any
published yield on 10-Year Treasuries during the Lock-In Date (prior to 3:00 PM Pacific
Time) for purposes of calculating the Market Rate Adjustment and/or triggering the
Adjustment Cap off-ramp under Paragraph 6(c)(i). By contrast, for determining the
Termination Spread basis risk off-ramp under Paragraph 6(c)(ii)(A), the yields on 10-
Year Treasuries at the end of the business day prior to the related Lock-In Date will be
used.
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Paragraph 5(a). The Final RFO uses a date certain for the last day for a Lock-In Date and
the default Lock-In Date. Paragraph 5(a) of the Final RFO now references Appendix C,
which has been revised to be a form that customers are encouraged to use to apprise BPA
of a Lock-In Date. There is no requirement that the customer use this form.

Paragraph 5(b). The Final RFO adds a provision emphasizing that electing the Market
Rate Adjustment in Offers is optional.

Paragraph 5(c). In the Draft RFO, BPA proposed using a percentage (based off of the
yields on 10-Year Treasuries, expressed in basis points) as the Adjustment Cap. In the
Final RFO, BPA has concluded that it will use a dollar amount per Block. Paragraph 5(c)
of the Final RFO adds, for emphasis, a statement explaining the possible adverse effects
to Awarded Customers if the Adjustment Cap goes into effect.

Paragraph 5(d). The Final RFO adds a date certain. The Final RFO adds a provision
requiring BPA to identify the aggregate amount of Prepayments that a customer is to pay
after adjustment under the Market Rate Adjustment, if opted-in to.

Paragraph 6(a). The Final RFO adds a date certain. The Final RFO adds for emphasis a
statement that BPA may terminate a Prepayment transaction with a non-Bond issuing
customer as late as March 28, 2013, even if the customer has theretofore transferred
Prepayment amounts to BPA.

Paragraph 6(c)(i). For clarification, the Final RFO provides that a contract for
Prepayment may be terminated by a customer if the Adjustment Cap is in effect. The
Final RFO adds an emphasis that the customer may reset the Lock-In Date in lieu of
terminating the related Prepayment contract.

Paragraph 6(c)(ii). For clarification, the Final RFO provides that a contract for
Prepayment may be terminated by an Awarded Customer under the off-ramps in
Paragraph 6(c)(ii) and (iii). This is added for consistency with the notions that each
accepted Offer for a Block and the related Prepayment obligation is an individual
contract and each such contract may be terminated by exercising an off-ramp right. This
change is made in several places in the Final RFO.

Paragraph 6(c)(ii)(A). In the Draft RFO, the Termination Spread calculation did not
include an assumption as to the period between the Lock-In Date and closing for the
Bonds (were they to be issued). The Final RFO directs the customers to assume that the
closing date for the related hypothetical Bonds (for purposes of determining the
Termination Spread) should be March 29, 2013. This section adds a link to the U.S.
Treasury website for obtaining the yields on 10-Year Treasuries. For purposes of
determining the Termination Spread, an Awarded Customer must use the yields on 10-
Year Treasuries at the close of the business on the business day before the Lock-In Date.
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Paragraph 6(c)(ii)(B). The Final RFO adds a date certain. The Final RFO clarifies that the
off-ramp in this paragraph applies to agreements, analogous to bond purchase
agreements, which may be used in connection with bank loans or notes.

Paragraph 6(c)(iii)(B). The Final RFO references an acceptable form to be used by
customers in exercising the Adjustment Cap Off-Ramp (see Appendix F, Part I1). There
IS no requirement that a customer use this form.

Paragraph 6(c)(ii)(C). The Final RFO clarifies that the customer will have to develop its
own form of notice to BPA that the customer is terminating one or more Prepayment
contracts under Paragraph 6(c)(ii)(B).

Paragraph 6(e). The Final RFO adds this paragraph to assure customers that BPA’s
obligation to pay out-of-pocket expenses survives termination of the related Prepayment
contract(s).

Paragraph 7. The Final RFO adds more detail and certainty to the process for execution
and delivery of the Revision.

Paragraph 8(b). In the Draft RFO, BPA had not resolved whether to allow a customer to
direct cash remittances to any account designated by the customer. BPA has decided to
make such remittances only to the account each customer has established with BPA to
receive refunds. This limitation will avoid complication and potential for confusion and
mistakes in BPA’s billing and payment procedures and practice.

Appendix A
Introduction. Appendix A to the Final RFO adds some explanatory information to convey
the notion that customers may bundle multiple Offers in a single Offer form.

Part I1. Appendix A to the Final RFO clarifies that each Offer that is accepted is a
separate contract. This point is also made throughout the RFO proper.

Part I11. Appendix A to the Final RFO clarifies that an Offeror, in its Offer(s), is to
provide a notice of intent to issue or not issue Bonds.

Part IV. Appendix A to the Final RFO uses the term “Offer Date Tested Bonds” for
determining the Initial Spread for customers opting-in to the basis risk off-ramp of
Paragraph 6(c)(ii)(A). In draft Appendix A to the Draft RFO, BPA would have required
the customer to attempt to predict the spread to Treasury on any date the customer
selected prior to April 1, 2013. This would not have established an estimate of Offeror’s
spread to Treasury proximate in time to the date that the Offer is submitted. Appendix B
to the Final RFO modifies the Initial Spread determination by asking Bond-issuing
customers to estimate, as part of their Offers, their hypothetical Bonds’ spread to
Treasury assuming such Bonds priced on November 29, 2012 and closed the next day.

42



Appendix A to the Final RFO also requires that the customers, in estimating the Initial
Spread, assume that debt service on the hypothetical Bonds is paid from February 1, 2013
to June 30, 2028. This is the same number of months (186) as was proposed in the draft
Appendix A to the Final RFO (it is also the same number of months that the Prepayment
Credits are scheduled to be provided), but the assumed Bond closing date of February 1,
2013 will allow a more accurate estimate of the cost of the hypothetical Bonds.

Part IV, section 2. Appendix A to the Final RFO, Part IV, section 2, now uses a date
certain for estimating the initial spread to Treasury.

Part IV, section 3. Appendix A to the Final RFO, Part IV, section 3, includes a link to the
Treasury web site for obtaining the yields on 10-year Treasuries for purposes of
estimating the initial spread to Treasury. The section also includes conforming changes.

Part IV, section 4. Appendix A to the Final RFO, Part IV, section 4, includes conforming
changes. It also changes “will” to “would” to accurately reflect the hypothetical character
of the estimate.

Appendix B
The third sentence of Appendix B to the Final RFO replaces the phrase “may be” with the
phrase “are to be,” to connote that the provision of net billing credits is not voluntary.
The third sentence of Appendix B to the Draft RFO is deleted in the final Appendix B as
redundant of information provide elsewhere in Appendix B.

Appendix C
Appendix C to the Final RFO replaces information in Appendix C to the Draft RFO
regarding indirect participation in the Program. BPA provided such information to assist
customers in considering indirect participation in the Program where they may otherwise
be precluded. The information has served its intended purpose and BPA has deleted the
information in Appendix C to the Draft RFO. In lieu thereof, Appendix C to the Final
RFO supplies forms for customers to use in notifying BPA of customer-selected Lock-In
Dates. There is no requirement that customers use the Lock-In Date form supplied in
Appendix C.

Appendix D
Appendix D to the Final RFO includes a changed date, and deletes brackets that were
inadvertently in the draft Appendix D.

Appendix E
Appendix E to the Final RFO includes a number of changes to reflect the terminology of
the Final RFO, and where possible, it uses known numbers, dates and amounts in lieu of
definitional terms. The effect of the formula is to establish the present value (in dollars)
of two streams of 186 monthly Prepayment Credits and determine the difference (in
dollars) between the two streams. The first stream is based on the yields on 10-year
Treasuries on November 29, 2012. The second is based on the yields on 10-year
Treasuries for the Lock-In Date (determined by reference to Treasury yields on the on the
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Lock-In Date, prior to 3:00 PM Pacific Time). This differential is the Market Rate
Adjustment, which may be positive or negative, and which represents the change in the
present value of the Prepayment Credit stream as of the Lock-In Date.

Appendix F
Appendix F to the Final RFO includes a Part I, which provides an acceptable form to be
used by a customer in terminating one or more Prepayment contracts under the
Adjustment Cap Off-Ramp under Paragraph 6(c)(i).

Appendix F to the Final RFO includes a Part I, which provides an acceptable form to be
used by a customer in terminating one or more Prepayment contracts under the basis risk
off-ramp under Paragraph 6(c)(ii)(A).

Appendix F to the Final RFO includes a Part I11, which provides an acceptable form to be
used for the certification of the customer’s Financial Advisor in terminating a
Prepayment contract under the basis risk off-ramp under Paragraph 6(c)(ii)(A).

Appendix G
Appendix G to the final RFO changes a date and changes the section numbering.

Appendix H
Appendix H is the template form of Revision to Exhibit D of the PSA. The template as
executed will include several customer-specific details (contract numbers, name of
customer, section numbers, etc.).

Title. The title of the Revision was changed to reflect the final title of the RFO.

Section #.1. Appendix H to the final RFO is redrafted to reflect the final title of the RFO
and the date certain that Prepayments are to be made. This section also includes a
provision to be used for Slice Block customer PSAs to allay possible confusion that a
“Block” as defined in the RFO and the Revision is the same as Block product purchases
of power under the Slice Block contracts. This section also clarifies that a Prepayment is
the dollar amount paid for a single Block. This change is in line with the notion that each
offer and acceptance of a Block is a separate contract that calls for a single Prepayment.

Section #1, second paragraph. The second paragraph of Section #1 of Appendix H to the
Final RFO adds “aggregate” for consistency with the notion that each Prepayment is
related to a single Block but that Prepayments shall be aggregated into a single payment
to BPA. The paragraph also uses a new defined term “Unadjusted Prepayment Amount”
to reflect the notion that the amount of a Prepayment that becomes due to be paid may be
larger or smaller than the Market Clearing Purchase Price due to operation of the Market
Rate Adjustment (where applicable). The second paragraph has also been reordered and
wording added to conform directly to the description of Prepayment and Prepayment
Credits used in the RFO. The second paragraph also includes the phrase “making an
electric power Prepayment under a Prepayment RFO” to address in the Revision the
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possibility that BPA may proceed in the future with one or more additional power
prepayment solicitations modeled on the RFO and employing the Revision.

Section #.2. In contrast to Appendix H of the Draft RFO, the first paragraph of Section #2
of Appendix H of the Final RFO deletes a sentence beginning “Prior to BPA’s execution .
... The review applies only to the Prepayment amounts as adjusted by the Market Rate
Adjustment and is fully addressed under paragraph 5(d) of the Final RFO.

Section #.3.3(2). In contrast to Appendix H of the draft RFO, Section #.3.3(2) of
Appendix H of the Final RFO adds more precise section cross-references. It also includes
a proviso that states:

provided, however, that, the application of «Customer Name»’s Carry Forward
Prepayment Credits to «Customer Name»’s purchases of electric power from
BPA under section #.3.3(1)(a) of this exhibit shall extend past

November 30, 2032 but only if and to the extent there is in effect between
«Customer Name» and BPA one or more agreements for the sale of electric
power by BPA to «Customer Name» after such date.

This proviso is added for certainty that the Prepayments under the RFO do not involve
the sale of electric power in excess of 20 years. See Bonneville Project Act, 16 U.S.C.
832d(a). The referenced provision of the Bonneville Project Act provides that BPA
power sales in general “shall be effective for such period or periods, including renewals
or extensions, as may be provided therein, not exceeding in the aggregate twenty years
from the respective dates of the making of such contracts.”

Section #.3.4. In contrast to Appendix H of the Draft RFO, Section #.3.4 of Appendix H
of the Final RFO includes a provision that states BPA shall remit cash payments by the
Due Date for the “month following the month in which the reassignments under

sections #.3.2 and #.3.3(2) of this exhibit shall have been deemed to have been made.”
The version in Appendix H of the Draft RFO was incorrect. It suggested that the
remittances by BPA would be paid within 20 days of the month in which the related
deemed reassignments occurred. On that time frame, BPA would not be in a position to
determine if it had in fact received cash receipts from other power sales adequate to
support deemed assignments and related cash remittances. The additional calendar month
will provide BPA with time to assess whether it can effect deemed reassignments and can
make the related remittances. For purposes of comparison, the provision will result in
cash remittances (if any) lagging the Prepayment Credits by one month.

In contrast to Appendix H of the Draft RFO, Section #.3.4 of Appendix H of the Final
RFO includes a parenthetical that states that the term Due Date shall have the meaning as
defined in section 16.2 of the body of this Agreement “(or its equivalent date if this
Agreement is no longer in effect).” This clause is intended to assure customers that the
monthly dates on which BPA will provide cash remittances and Repayment Credits will
be the same after the end of the related PSA.
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In contrast to Appendix H of the Draft RFO, Section #.3.4 of Appendix H of the Final
RFO includes a provision that states that BPA “shall transfer the remittances hereunder to
«Customer Name»’s specified account to which BPA provides refunds under this
Agreement.” This added provision is consistent with Paragraph 8(b) of the Final RFO.
BPA has decided to make such remittances only to the account each customer has
established with BPA to received refunds. This limitation will avoid complication and
potential for confusion and mistakes in BPA’s billing and payment procedures and
practice.

Section #.6. In contrast to Appendix H of the Draft RFO, Section #.6 of Appendix H of
the Final RFO includes a provision that states that the customer shall not enter into an
assignment that purports to provide to a third party “a right to any electric power
purchased from BPA (including under this section # of this exhibit).” This added clause
conforms to the body of the PSA and is added to assure that a customer does not
inadvertently enter into such an assignment.

Signatures. In contrast to Appendix H of the Draft RFO, Section #.6 of Appendix H of
the Final RFO includes a signature block introduction.

PART VII. STATUTORY BACKGROUND

BPA’s organic statutes evidence a strong Congressional policy that BPA shall encourage the
widest possible use of all electric energy that can be generated and marketed from the dams,
consistent with public bodies’ preference rights, while recovering BPA’s costs and repaying the
Federal investment in the FCRPS over a reasonable number of years through the lowest possible
rates. Bonneville Project Act, 16 U.S.C. § 832a(b); Flood Control Act of 1944, 16 U.S.C. 832z;
Federal Columbia River Transmission System Act of 1974, 16 U.S.C. 8 838g;Northwest Power
Act, 16 U.S.C. 88 839(2), 839(4), 839c(a), 839%¢(a)(1). With the significant expansion of BPA’s
responsibilities under the Northwest Power Act, Congress clarified that it was a purpose of
BPA'’s organic statutes to “assure the Pacific Northwest of an adequate, efficient, economical
and reliable power supply.” 16 U.S.C. 8 839(2),.

To carry out these purposes of making power available at low cost, the BPA Administrator is
given broad authority. For example, under the Bonneville Project Act, the Administrator is
authorized

to enter into such contracts, agreements, and arrangements, including the amendment,
modification, adjustment, or cancellation thereof . . ., and to make such expenditures,
upon such terms and conditions and in such manner as he may deem necessary.

16 U.S.C. § 832a(f). The availability of this contract authority is confirmed in the Pacific
Northwest Electric Power Planning and Conservation Act of 1980.

Subject to the provisions of this chapter, the Administrator is authorized to contract in
accordance with section 2(f) of the Bonneville Project Act of 1937 (16 U.S.C. 832a(f)).

46



Other provisions of law applicable to such contracts on December 5, 1980 shall continue
to be applicable.

16 U.S.C. § 839f(a). In addition, the Administrator is to assure the timely implementation of the
Northwest Power Act in a sound and business-like manner. 16 U.S.C. § 839f(b).

The RFO, the Program, and the contracts to be entered into to effectuate the RFO and Program
will assist in ensuring adequate, efficient, economical and reliable power supply for the Region,
and assist in promoting widespread use of BPA’s power at the lowest possible rates consistent
with sound business principles. The RFO, the Program, and the contracts to be entered into to
effectuate the RFO and Program will re-shape BPA’s revenue stream from electric power sales
during the term of the PSAs to assure that BPA is able to make continued, timely, prudent
investments in the FCRPS while avoiding a substantial power rate increase. Further, by reducing
the likelihood of reductions in investment in the Fed-Hydro facilities and other FCRPS assets,
the RFO, Program and contracts help avoid adverse effects on overall hydro-generation
performance, reliability and overall electric power production.

While the funds received from the RFO, the Program, and the contracts to be entered into to
effectuate the RFO and Program will not be legally committed or segregated for use to make
investments in the Fed Hydro Facilities, the availability of the funds derived will assure that such
investments are made consistent with BPA’s Fed-Hydro investment plans. In this regard, BPA is
guided by the policies undergirding the direct funding authorization providing for BPA to fund
generation additions, improvements and replacements, at Federal projects in the Region:

Without further appropriation and without fiscal year limitation, the Secretaries of the
Interior and Army are authorized to plan, design, construct, operate and maintain
generation additions, improvements and replacements, at their respective Federal projects
in the Pacific Northwest Region, and to operate and maintain the respective Secretary’s
power facilities in the Region, that the respective Secretary determines necessary or
appropriate and that the Administrator subsequently determines necessary or appropriate,
with any funds that the Administrator determines to make available to the respective
Secretary for such purposes. Each Secretary is authorized, without further appropriation,
to accept and use such funds for such purposes . . .

16 U.S.C. § 839d-19.
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PART VIIlI. CONCLUSION

For the above reasons, BPA has determined to establish and move forward with the Final RFO
and Program.

Issued at Portland, Oregon.

/s/ Stephen J. Wright
Stephen J. Wright
Administrator and
Chief Executive Officer

October 5, 2012
Date
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ATTACHMENT A

REQUEST FOR OFFERS



Contract No. 12PS-«#####»

REQUEST FOR OFFERS FOR

PREPAYMENT OF ELECTRICITY

1. Request for Offers from Preference Customers. The Bonneville Power Administration
(“BPA”) issues this Request for Offers for Prepayment of Electricity (“RFQO”) on this date,
August 14, 2012, soliciting offers from BPA’s preference customers to prepay for electricity
(also referred to herein as “electric power”) purchased from BPA pursuant to their existing
power sales agreements (“PSAS”) with BPA.

2. Preference Customers. Offers may be submitted by any preference customer that has
(i) executed a PSA with BPA to purchase electricity through September 30, 2028 and
(ii) meets the criteria listed in Paragraph 4(b) of this RFO. Such preference customers that
make offers hereunder (“Offerors”) may have a load-following PSA or a slice/block PSA, or
in the future could be served under a block-only PSA. The Prepayment(s) (defined below)
will be made pursuant to the contract(s) formed by BPA’s acceptance of the related Offer(s)
(defined below) and a ‘springing amendment’ to applicable PSAs through a revision to
Exhibit D of the existing PSAs (“Revision”). The form of the Revision is attached as

Appendix H.

@) Timeline. Offers conforming to the requirements of this RFO must be submitted
to BPA between Noon, Pacific Time on November 29, 2012, and Noon, Pacific
Time on November 30, 2012. Offers received earlier or later than such time
period will be deemed to be nonconforming Offers. Offers and the related
Appendices necessary therefor must be made by electronic communication
(“e-mail™) to the e-mail address provided in Paragraph 2(b)(viii). Prepayments
under this RFO shall be made no later than March 29, 2013. This provides
approximately four months after BPA accepts Offers for preference customers
whose Offers are accepted (“Awarded Customers”) to arrange for the marketing,
pricing and closing of Bonds (defined below) or otherwise to obtain the funds
necessary to make their Prepayment(s).

(b) Communications.

Q) General. Unless otherwise provided herein or as specified by BPA at a
later time, communication by and between BPA and preference
customers, Offerors, Prepaying Customers, and/or Awarded Customers
(each as defined or described herein) for all notices, filings and other
statements hereunder, including any exercise of any right under this RFO
or the contract formed by acceptance of Offers hereunder by BPA, shall
be made first by e-mail to be followed immediately thereafter by the
delivery of physical documentation via express mail. Where signed
documents are required, they shall be provided by portable document
format (“PDF”) followed immediately by physical delivery of originals
via express mail. For example, the set of documents required for a
conforming Offer requires the submission of several executed



(ii)

(i)

(iv)

documents. Given the time sensitive nature of the submission of Offers
and acceptance thereof by BPA, PDF signatures are required in the
submission of Offers. The communication limitations described in this
Paragraph 2(b) will no longer be in effect at the time one or more Offers
have been accepted or this RFO has been terminated, if earlier.

RFO Questions. Preference customers (or preference customer
associations) and their representatives (“Interested Parties”) may have
guestions about the provisions of this RFO in connection with the
preparation of Offers or the evaluation of whether to make Offers (“RFO
Questions™). BPA prefers that Interested Parties direct RFO Questions to
their designated BPA Power Services Account Executives by email. The
applicable email address is provided below. BPA will attempt to answer
the questions as promptly as possible; however, in view of the
competitive character of this RFO, all such e-mailed questions and
responses shall be made available to all Interested Parties.

In making RFO Questions available to Interested Parties (and in
responding to RFO Questions), BPA will not identify the names of the
interested preference customers (or preference customer associations) or
their representatives submitting the RFO Questions until after the
acceptance of Offers under, or termination of, this RFO.

Informational Meetings / Conference Calls. BPA expects to hold one or
more webinars, informational meetings or conference calls to help
further the understanding of this RFO among Interested Parties. BPA
will take reasonable steps to provide telephonic access to such meetings
to Interested Parties. BPA will also make recordings of such meetings or
conference calls available to Interested Parties.

Assistance in Customizing Documents Necessary for Submitting Offers.
The documents necessary for a conforming Offer, in particular the Offer
form and the Revision form, are provided in this RFO as templates and
must be customized to reflect individual features of a preference
customer’s PSA and comport with BPA’s contract form requirements for
PSAs and PSA-related transactions. In connection with possible Offer(s),
at a preference customer’s timely request, BPA will provide assistance so
that the Offer(s) and related Appendices are prepared to a degree where
the preference customer will have to fill in the relevant blanks relating to
the Substance (as defined below) and arrange for the execution of the
related documents, including the Revision. In providing this contract
customization assistance, BPA will not fill in the Substance (as defined
below). Moreover, by requesting BPA’s customization assistance a
preference customer agrees that it will not discuss with or seek advice
from BPA or its representatives on the Substance of the preference
customer’s Offer(s) or possible Offer(s). “Substance” means the
Purchase Price (Prepayment) a preference customer will Offer, is
considering offering or may consider offering; whether the preference
customer will opt in to the Market Rate Adjustment under Paragraph 5;
whether the preference customer will issue Bonds as defined herein;
whether the preference customer will opt in to the Offeror Off-Ramp
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(v)

(vi)

(vii)

under Paragraph 6(c)(ii)(A); whether the preference customer will submit
or is considering submitting no Offer, or one or more Offer(s); and the
number of Offers the preference customer will submit or is considering
submitting.

Assistance in Explaining the RFO and the Prepayment Program.

At a preference customer’s or other Interested Party’s request, BPA will
also take reasonable steps to be available on a limited basis to engage
directly in explaining the RFO and the Prepayment Program and to
answer directly RFO Questions (“Direct Discussions™). Before BPA
engages in these Direct Discussions, and in the hope of limiting the need
for Direct Discussions, BPA encourages Interested Parties to e-mail RFO
Questions to their BPA Power Service Account Executives (see
Paragraph 2(b)(ii)) and to participate in the informational meetings
referred to in Paragraph 2(b)(iii).

BPA may also engage in limited Direct Discussions to apprise Interested
Parties of the existence of the RFO, its general character, related
information resources, RFO timing and schedule of events, and similar
administrative matters.

At no point will BPA or its representatives be free to advise any
preference customer or other Interested Party in any way on the
Substance. By requesting Direct Discussions with BPA or its
representatives, a preference customer or other Interested Party agrees
that it will not discuss with or seek advice from BPA or its
representatives on the Substance.

No Obligation to Respond to RFO Questions. BPA reserves the right not
to respond to any or all RFO Questions from Interested Parties. BPA
does not intend to respond to RFO Questions, provide assistance in
explaining the RFO or the Prepayment Program, or requests for
assistance in customizing documents, in each case which are submitted
to BPA by Interested Parties after 5:00 PM Pacific Time on November
15, 2012.

BPA Point of Contact. Unless otherwise specifically provided herein or
as BPA may later provide, communications to BPA in connection with
this RFO shall be addressed to:

Drafter’s Note: Insert AE’s Name and Address
Bonneville Power Administration
«Street Address»
«P.O. Box»
«City, State, Zip»
Attn:  «AE Name - Routing»
«Senior »Account Executive
Phone: «##t-#it#-HtH»
FAX:  «#H-HitH-#HHHE»
E-Mail: «E-mail address»
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Please Note: Offer(s) and the associated Appendices necessary therefor
must be e-mailed to the e-mail address provided in Paragraph 2(b)(viii),
immediately below.

(viii)  Submission of Offers. Offer(s) and the associated Appendices necessary
therefor must be e-mailed to BPA no later than Noon Pacific Time on
November 30, 2012 at: powerprepays@bpa.gov, with hard copy
originals to be delivered (by overnight mail or other reasonable means of
delivery for receipt no later than 5:00 PM Pacific Time on
December 3, 2012) to the address and to the attention of the Account
Executive provided in Paragraph 2(b)(vii) immediately above. In
submitting the e-mail of Offers and the associated Appendices necessary
therefor, please send an electronic carbon copy (cc) of such materials to
the e-mail address of the Account Executive as set forth in Paragraph
2(b)(vii).

(c) Value of Electricity the Purchase Price of Which May Be Paid through
Prepayments. This RFO invites preference customers to offer to prepay for
electricity to be delivered by BPA in discrete increments (“Blocks”). Each Block
will represent the right to prepay the purchase price for $50,000 value of
electricity from BPA each month during the period commencing on
April 1, 2013, and ending September 30, 2028.

Q) Date Prepayment Credits Commence. April 1, 2013 is the first day of
electricity sales to which Prepayments will relate. Prepayment Credits
(defined below) accruing for a month will be available to offset payment
obligations otherwise due to BPA with respect to that month under
Section 16.2 of the PSA.

(i) Value of Electricity Offered. BPA expects that the maximum value of
electricity for which Prepayments will be accepted under this RFO will
be between $2.25 million per month (45 Blocks) and $6.0 million per
month (120 Blocks). The expected aggregate amount of Prepayments
accepted by BPA (as of the date accepted by BPA, and without taking
into account Market Rate Adjustments, as described herein) will not
exceed (A) BPA’s estimated capital expenditures for federally-owned
hydroelectric facilities of the Federal Columbia River Power System in
Fiscal Years 2014-2015 as set forth in the Integrated Program Review for
BPA’s Fiscal Year 2014-2015 Power Rate Case, plus (B) BPA’s actual
capital expenditures for such hydroelectric facilities to the extent they
were funded in Fiscal Year 2013 from cash reserves in the Bonneville
Power Administration Fund in anticipation of later borrowings from the
United States Treasury (BPA frequently refers to this practice as
“deferred borrowing”). BPA expects that the aggregate Prepayments
(defined below) it would accept could be in the range of $300 million to
$600 million under this RFO. Not later than November 16, 2012, BPA
will announce an estimate of the maximum aggregate dollar amount of
Prepayments that BPA will accept under this solicitation.

(d) Right to Amend the RFO. BPA reserves the right to cancel, amend and/or clarify
the terms and conditions of this RFO at any time prior to Noon, Pacific Time on

12PS-«dHHHH 1


mailto:powerprepays@bpa.gov

November 30, 2012, provided that notice of any such possible amendments or
clarifications will be communicated by BPA to all preference customers not later
than November 21, 2012, and provided further that the date on which Offers are
due may be delayed and the RFO terminated or delayed or suspended without
prior notice. BPA may cancel this RFO at any time for any reason. BPA assumes
no obligation to reimburse preference customers for any expenses incurred in
preparing Offers.

(e) Formation of Contract. Upon the acceptance by BPA of Offers, as described in
Paragraph 4(h)(iii), the terms of this RFO (including Appendices) shall constitute
a binding contract by and between BPA and each Offeror with respect to each of
its Offers that BPA has accepted.

3. Schedule of Value of Electricity to Be Delivered by BPA Each Month to Which
Prepayments May Apply. As provided in the Revision (see Appendix H), each Awarded
Customer that makes its required payment (“Prepaying Customer”) will be entitled to
monthly reductions (“Prepayment Credits”) for the period from April 1, 2013 through
September 30, 2028, reflecting the value of electricity attributable to its Prepayment for each
such month. Prepayment Credits will be associated with and reflect the right to receive
delivery of a specified value of electricity from BPA each month. As provided in the
Revision, the Prepayment Credits will be the dollar amounts that the Prepaying Customer
would have paid in the related month but for the amount it prepaid, and will be shown on the
Prepaying Customer’s monthly power bill as reductions to the amount that otherwise would
be payable with respect to the Prepaying Customer’s purchases of electricity from BPA. For
its part, the Prepaying Customer shall make a lump sum cash payment to BPA no later than
March 29, 2013 with respect to each Offer that BPA has accepted (“Prepayment”). While
each Prepaying Customer will aggregate all of its Prepayments into a single payment to BPA,
each Offer (and the separate contract formed by the acceptance thereof by BPA) is associated
with a separate Prepayment.

Drafter’s Note: Insert appropriate Exhibit D section number below in 3(a), (b) and (c)

@ Prepayments for Electricity. As provided in the Revision, except in connection
with “deemed assignments” of Prepayment Credits by BPA to other purchasers
of electricity and possibly in connection with any accumulation of unused
Prepayment Credits, each as set forth in Section #.3 of the Revision, Prepayment
Credits apply only to payments the Prepaying Customer otherwise would be
required to make to BPA for each month as a result of the Prepaying Customer’s
purchases of electricity from BPA during that month pursuant to the Prepaying
Customer’s PSA. For avoidance of doubt, a Prepayment does not entitle the
Prepaying Customer to payment credits for transmission or related services or
any other products, apart from electricity, that it purchases from BPA, or for any
other obligation, apart from the purchase of electricity, that the Prepaying
Customer owes to BPA.

(b) Fixed Value of Prepaid Electricity. A Prepaying Customer’s Prepayment is not
for a fixed quantity of electricity. Rather, a Prepayment is and will be treated as
meeting the obligation of the Prepaying Customer (or any deemed assignee of
Prepayment Credits under Section #.3 of the Revision) to make payment to BPA
for a fixed monthly value of electricity. The quantity of electricity to which a
Prepayment applies shall vary, depending on BPA’s rates and rate schedules that
apply to electricity purchases by the Prepaying Customer (or BPA’s rates and
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rate schedules that apply to electricity purchases by any deemed assignee of
Prepayment Credits under Section #.3 of the Revision). The schedule of the value
of electricity to be prepaid each month will be fixed, as provided in the Revision,
and will not be subject to change after the associated Prepayment is made and the
Revision takes effect (except that Prepayment Credits shall be carried forward as
provided in Section #.3.3 of the Revision).

Prepaid Electricity and Prepayment Credits May Not Be Assigned. Prepaying
Customers may not assign their rights to the prepaid electricity or the related
Prepayment Credits to any other person; however, it is possible that certain
deemed assignments of Prepayment Credits could be made by BPA under
circumstances described in Section #.3 of the Revision. Prepaying Customers
may pledge the cash remittances under Section #.3 of the Revision as provided in
Paragraph 8(b) hereof and Section #.6 of the Revision.

4. Auction Process/Offers.

(a)

(b)

Blocks. Each offer to purchase a Block shall be made by the Offeror by
delivering to BPA two (unless more are required by the Offeror) fully completed
and executed Offer forms attached hereto as Appendix A and all other necessary
additional Appendices specified in this RFO) (each an “Offer”); provided, that
regardless of the number of Offer forms submitted, the Offeror shall provide only
two (unless more are required by the Offeror) executed Revision forms, attached
hereto as Appendix H, and two (unless more are required by the Offeror)
executed certifications, attached hereto as_ Appendix D. Each Offer shall specify
a “Purchase Price,” meaning the maximum Prepayment amount the Offeror is
willing to pay for a Block (prior to any Market Rate Adjustment, as provided in
Paragraph 5 of this RFO). Offerors may submit multiple Offers, each for the
purchase of a single Block, although the aggregate number of Offers an Offeror
may submit is subject to the limits described in Paragraph 4(b). An Offeror may
(but need not) offer a different Purchase Price for each Block offered. Please
Note: An Offeror may submit a number of identical individual Offers through a
single set of executed Offer forms so long as the Offers are identical or
differentiated only by Purchase Price, as provided in Appendix A.

Offers Limited.

Q) Prepayment Limit. Each preference customer is limited in the number of
Blocks it may offer to purchase. The limit is the lesser of (A) the
estimated Prepayment Credits that may be contracted for by BPA and the
preference customer in BPA Fiscal Years 2014 — 2018 in light of the
preference customer’s Net Billing Agreement(s), if any, or (B) 50% of
the smallest amount expected to be paid to BPA by the preference
customer under its PSA for electricity purchased during any BPA Fiscal
Year from BPA Fiscal Year 2014 through BPA Fiscal Year 2018. (See

Appendix B.)

(ii) Confidential Communication of Prepayment Limit to Each Preference
Customer. BPA will determine and provide separately to each requesting
preference customer, on a confidential basis, the maximum number of
Blocks for which the preference customer may submit Offers consistent
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(d)

(€)

()

(9)

with the foregoing limitation in Paragraph 4(b)(i). To receive the
foregoing information regarding the maximum number of Blocks a
preference customer may offer, it must send BPA an electronic
communication requesting the information no later than 5:00 PM Pacific
Time on October 15, 2012. Communications under this

Paragraph 4(b)(ii) do not constitute Direct Discussions or RFO Questions
as defined in Paragraph 2(b).

No Partial Blocks. Each Offer shall be for the purchase of a single whole Block;
however, this RFO does not preclude a Prepaying Customer from entering into a
strictly financial loan type agreement (one not involving the assignment of either
electricity from BPA or Prepayment Credits) with another preference customer
where it provides a portion of the Prepaying Customer’s Prepayment and
receives consideration in return.

Certification of True Interest Cost. To establish the Offeror Off-Ramp described
in Paragraph 6(c)(ii), an Offeror that expects to issue Bonds to fund the related
Prepayment(s) must include in its related Offer(s) (i) a certification of the
Offeror’s estimated true interest cost on indebtedness that might be issued to
finance the Offeror’s Prepayment(s), assuming the indebtedness were issued on
November 30, 2012, computed as set forth in Appendix A (“TIC”), and (ii) a
certification of the differential (“Initial Spread”) between (A) the yield on
10-year U.S. Treasury obligations for November 29, 2012, as published by the
United States Department of the Treasury at http://www.treasury.gov/resource-
center/data-chart-center/interest-rates/pages/textview.aspx?data=yield, and

(B) the TIC. Reasonableness of the TIC estimate must be confirmed by a
certification of the Offeror’s independent financial advisor (“Advisor”), on the
form set forth in Appendix A. The Offeror Off-Ramp described in Paragraph
6(c)(ii) shall be available to an Offeror only if its related Offer(s) met the
conditions establishing the Off-Ramp right.

Certification of Authority to Issue Bonds. Each Offer must include a
certification substantially in the form attached as part of Appendix A to the effect
that any bonds, notes or other indebtedness (“Bonds”) proposed to be issued to
fund a Prepayment are authorized under applicable federal, state and local law, as
well as any applicable resolutions, charters, bylaws or other rules or regulations
that apply to the Awarded Customer or to any other entity that is proposed to
issue Bonds to fund any Prepayment or portion thereof.

Certification of Independent Offer(s). Any collusion among Offerors in
establishing the number of Blocks offered or the Purchase Price offered for any
Block is prohibited. Each Offer must include a certification of independent offer
by the Offeror, substantially in the form attached as Appendix D.

Market Clearing Purchase Price. In general, BPA will accept Offers for Blocks
based on the Offer(s) that provide(s) the highest Purchase Price(s) (i.e., the
largest Prepayment) that ‘clears the market’ (“Market Clearing Purchase Price”).
The Market Clearing Purchase Price is the highest Purchase Price which, together
with all other offered Blocks at that or a greater Purchase Price, provides BPA
with an aggregate amount of Prepayments and cost that BPA determines is
appropriate. All Awarded Customers shall pay the Market Clearing Purchase
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(h)

Price for each offered Block that BPA accepts (but subject to adjustment for
Offers by Awarded Customers who elect the Market Rate Adjustment described
in Paragraph 5). Thus, with respect to an offered Block, even without regard to
the Market Rate Adjustment described in Paragraph 5, it is possible that an
Awarded Customer may become obligated to provide a lower Prepayment (i.e.,
Purchase Price) than the amount that it submitted in its accepted Offer(s) if the
Market Clearing Purchase Price is lower than Purchase Price submitted in the
Awarded Customer’s accepted Offer(s).

Evaluation and Acceptance of Offers.

(i)

(i)

BPA Evaluation of Offers. As soon as reasonably practicable following
Noon Pacific Time on November 30, 2012, but in no event later than
9:00 AM Pacific Time on December 4, 2012, BPA will complete its
initial evaluation of the Offers received to determine (A) which Offers
conform to the RFO, and (B) the aggregate amount of conforming Offers
(if any) that BPA will accept, up to the maximum aggregate Prepayment
amount theretofore specified by BPA. This initial evaluation will be
made without regard to how an Offeror proposes to fund its Prepayment,
and without regard to whether an Offer has opted into the Market Rate
Adjustment under Paragraph 5 or Offeror Off-Ramps under

Paragraph 6(c). Communications in this Paragraph 4(h) will be held in
confidence and do not constitute RFO Questions or Direct Discussions as
defined in Paragraph 2(b).

Nonconforming Offers. BPA, in its discretion, may advise any Offeror
that has submitted a nonconforming Offer of the manner in which the
Offer fails to conform to this RFO, in which case the Offeror may submit
a revised Offer. Any such revised Offer must be submitted to BPA no
later than 5:00 PM Pacific Time on November 30, 2012. Any revised
Offer shall make no change to the offered Purchase Price.

Drafter’s Note: Insert appropriate Exhibit D section number below.

(i)

BPA Acceptance of Offers. By 5:00 PM Pacific Time on

December 4, 2012, BPA will advise all Offerors of (A) the aggregate
number of Blocks and the aggregate amount of Prepayments that BPA is
accepting (without regard to Market Rate Adjustments described in
Paragraph 5), (B) the Adjustment Cap (defined in Paragraph 5(c)), and
(C) the Market Clearing Purchase Price applicable to all offered Blocks
that BPA is accepting. BPA will accept Offers by executing and
delivering to Awarded Customers the applicable Revision, as provided in
Paragraph 7, which shall reflect the number of offered Blocks that BPA
has accepted to sell to the related Awarded Customer in the Schedule of
Prepayment Credits in Section #.3.1.

(A) Over-Subscription. If conforming Offers are made for more than one
Block at the Market Clearing Purchase Price, BPA will accept all
such Offers, subject to the limit described in Paragraph 2(c)(ii) or
such other lower aggregate amount of Prepayments that BPA
determines to accept. If BPA determines to accept fewer than all
conforming Offers originally made at the Market Clearing Purchase
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Price, BPA may accept conforming Offers originally made at the
Market Clearing Purchase Price by lottery.

(B) Under-Subscription/Invitations to Re-Offer. If BPA determines that
the potentially acceptable Offers will not provide Prepayments in an
aggregate amount sufficient to meet BPA’s purposes, BPA reserves
the right and ability to, and may, not later than 5:00 PM Pacific Time
on December 4, 2012, invite Offerors whose originally offered
Purchase Prices were lower than the Market Clearing Purchase Price
to re-offer at the Market Clearing Purchase Price. BPA will extend
the invitations to all Offerors whose original Offers were for
Purchase Prices lower than the Market Clearing Purchase Price. No
later than Noon Pacific Time on December 5, 2012, any invited
Offerors may notify BPA that they accept BPA’s invitation to revise
their Purchase Price for any Offer to the Market Clearing Price
previously announced by BPA. If that invitation results in aggregate
Offers for more Prepayments at the Market Clearing Price than BPA
determines to accept, BPA will accept revised Offers in order ranked
on the basis of the original conforming Offers that were closest to the
Market Clearing Purchase Price.

Q) Price Paid for Accepted Offers. The Market Clearing Purchase Price will apply
with respect to all accepted Offers.

() Rejection of All Offers / Reservation Price. BPA will establish a reservation
price. If BPA accepts any Offer(s), it will communicate the reservation price it
used to all Offerors by 5:00 PM Pacific Time on December 4, 2012. BPA
reserves the right to reject all Offers without regard to its use or establishment of
a reservation price.

5. Market Rate Adjustment. If and only if an Awarded Customer has so designated in its
Offer(s), the Purchase Price to be paid for the related Offer(s) accepted by BPA will be
subject to later adjustment (“Market Rate Adjustment”) to reflect the change between (Y) the
yield on 10-year U.S. Treasury obligations for November 29, 2012, as published by the
United States Department of the Treasury at http://www.treasury.gov/resource-center/data-
chart-center/interest-rates/pages/textview.aspx?data=yield, and (Z) the yield on 10-year U.S.
Treasury obligations, as published by the United States Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield, () the yield on 10-year U.S. Treasury obligations for
any time prior to 3:00 PM Pacific Time on the date that the Awarded Customer elects to lock
in a Market Rate Adjustment for such Offer, as provided in a notice to BPA (“Lock-In
Date”), as published by the United States Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield. The formula for calculating the Market Rate
Adjustment is set forth in Appendix E. If an accepted Offer does not specify that the Awarded
Customer is electing into the Market Rate Adjustment, the Market Clearing Purchase Price
shall be the amount specified in the accepted Offer without adjustment. Please Note: The
Market Rate Adjustment is subject to a cap, as provided in Paragraph 5(c).

@ Lock-1n Date. The Lock-In Date shall be a business day and shall not be earlier
than three (3) business days following the date on which BPA receives written
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(b)

(©)

(d)

notice of the Lock-In Date; provided, that, in no instance shall the Lock-In Date
be later than March 19, 2013, and if the Awarded Customer has not established
by notice to BPA a Lock-In Date that is before March 19, 2013, the Lock-In Date
shall be March 19, 2013. An Awarded Customer may cancel the Lock-In Date
designated in its notice at any time prior to 5:00 PM Pacific Time on the
designated Lock-In Date, effective at the time BPA receives notice thereof, at
which point the Awarded Customer shall be free to designate a new Lock-In Date
by notice to BPA, subject to the limitation in the prior sentence that in no
instance shall the Lock-In Date be later than the earlier of (i) three (3) business
days following the date of BPA’s receipt of the notice, or (ii) March 19, 2013. An
acceptable form for establishing a Lock-In Date is provided in Appendix C.

Separate Lock-In Date for Each Offer. The Lock-In Date applies on an Offer
basis, not on an Awarded Customer basis. For example, an Awarded Customer
may elect to have a Lock-In Date in connection with a Prepayment for a Block
which is expected to be funded with the issuance of Bonds and another Lock-In
Date in connection with a Prepayment for a Block which is expected to be funded
from cash-on-hand. Please Note: There is no requirement that an Offer must
establish a Market Rate Adjustment or an associated Lock-In Date.

Adjustment Cap. The Market Rate Adjustment shall not exceed a dollar amount
per Block, announced by BPA when it accepts the Offers (“Adjustment Cap”).
The Market Rate Adjustment will increase or decrease the applicable Purchase
Price (i.e., Prepayment amount) as provided in Appendix E, subject to the
Adjustment Cap. Please Note: If the Adjustment Cap is in effect on a Lock-In
Date for an Awarded Customer, it should carefully weigh using the Adjustment
Cap Off-Ramp under Paragraph 6(c)(i) because if it does not take the off-ramp,
the Awarded Customer may be exposed to being obligated to make a larger
Prepayment (relative to the value of its Blocks in that interest rate environment)
than it may or would otherwise be willing to bear.

Verification of Market Rate Adjustment. On or before 5:00 PM Pacific Time on
the second business day after a Lock-In Date applicable to an accepted Offer,
BPA will notify the Awarded Customer of the amount of the Market Rate
Adjustment for the related Offer(s) and the final aggregate amount of
Prepayment to be paid to BPA under this RFO by the Awarded Customer, and
the Awarded Customer shall have the opportunity to verify the accuracy thereof
prior to March 29, 2013. In the event of a dispute over the Market Rate
Adjustment which is not resolved by March 29, 2013, the Awarded Customer
shall make its Prepayment(s) on or before March 29, 2013 in the amount
determined by reference to the BPA-determined Market Rate Adjustment, subject
to final resolution under the dispute resolution provisions of the PSA applicable
to disputed bills.

6. Funding Prepayments/Off-Ramps.

()

Timing. The Prepayment(s) must be made on or before Noon, Pacific Time on
March 29, 2013. Awarded Customers may choose to pay BPA before

March 29, 2013, but the Prepayment amount(s) will not be adjusted for early
payment. Please Note: Where an Offer states that the Awarded Customer is not
expected to issue Bonds to fund the related Prepayment, BPA may exercise its
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Off-Ramp under Paragraph 6 of this RFO through March 28, 2013, regardless of
whether the Awarded Customer has made its related Prepayment.

Source of Funding. Awarded Customers have flexibility to fund their

Prepayments from whatever source(s) they choose (for example, cash-on-hand;
proceeds from the issuance of Bonds), so long as the funding is consistent with
applicable law, the terms of the PSAs, and the principles described in this RFO.

Offeror Off-Ramps.

(i)

(i)

Adjustment Cap Off-Ramp. An Awarded Customer that submits an Offer
stating that the Awarded Customer elects to have the Market Rate
Adjustment apply to the Offer may elect to terminate the contract formed
by BPA’s acceptance of the Awarded Customer’s Offer (including,
without limitation, terminating the Awarded Customer’s obligation to
make the related Prepayment and the Awarded Customer’s related
entitlement to Prepayment Credits) if, on the applicable Lock-In Date,
the Adjustment Cap is in effect. (Please Note: In lieu of terminating the
contract formed by BPA’s acceptance of the Awarded Customer’s Offer,
the Awarded Customer may change the Lock-In Date as provided in
Paragraph 5(a).)

Bond-Related Off-Ramps. An Awarded Customer that submits an Offer
stating that the Awarded Customer expects to issue Bonds to fund the
Prepayment may elect to terminate the contract formed by BPA’s
acceptance of the Awarded Customer’s Offer if:

(A) the estimated differential between the true interest cost on Bonds of
the character described in the Awarded Customer’s Certification of
Expected True Interest Cost and Initial Spread, but sold on the Lock-
In Date and issued on March 29, 2013, and the yield on 10-year U.S.
Treasury obligations published by the United States Department of
the Treasury at http://www.treasury.gov/resource-center/data-chart-
center/interest-rates/pages/textview.aspx?data=yield for the business
day before the Lock-In Date (“Termination Spread™), has increased
above the Initial Spread by more than 25 basis points (0.25%),
determined as provided in Appendix F, Part I1; or

(B) on the applicable Lock-In Date for the Offer, or in the twenty-one
(21) calendar days thereafter (but in no event later than
March 28, 2013), any of the conditions described in Appendix G
exists, and such condition has resulted or will result in the failure (i)
to achieve an executed bond purchase agreement for the Bonds or a
similar agreement, including a credit agreement or similar contract
where a note or similar debt instrument is proposed to be issued to a
bank or financial institution (“Bond Purchase Agreement™), or (ii) to
close the related Bond sale.
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(iii)

(iv)

v)

Termination Notices.

(A) To exercise the right under Paragraph 6(c)(i) to terminate a contract
formed in respect of an Offer, the Awarded Customer must provide
to BPA on the Lock-In Date an irrevocable notice of termination and
a good faith estimate that the Adjustment Cap is in effect in
connection with that Offer. An acceptable form for exercising the
Adjustment Cap Off-Ramp under Paragraph 6(c)(i) is provided in

Appendix F, Part I.

(B) To exercise the right under Paragraph 6(c)(ii)(A) to terminate a
contract formed in respect of an Offer, the Awarded Customer must
provide to BPA on the Lock-In Date an irrevocable notice of
termination in connection with that Offer and a good faith estimate
(confirmed by a certification from the Advisor which certified the
Initial Spread) that the Termination Spread is greater than the Initial
Spread by more than 25 basis points (0.25%). Acceptable forms for
exercising the termination right under Paragraph 6(c)(ii)(A) and the
associated certification of the Advisor, are provided in Appendix F,
Part II.

(C) To exercise the right to terminate a contract formed in respect of an
Offer under Paragraph 6(c)(ii)(B), the Awarded Customer must
provide BPA with an irrevocable notice of termination in connection
with that Offer (not later than 5:00 PM Pacific Time on
March 29, 2013), together with a certification by it that one or more
of the conditions described in Appendix G exists on the date of
termination and has or will result in the failure (i) to achieve an
executed Bond Purchase Agreement, or (ii) to close the related Bond
sale. The form of notice of termination under this Paragraph
6(c)(iii)(C) may be any form that reasonably conveys the information
required herein.

Effect of Termination Notice. The right and obligation of the Awarded
Customer to make its Prepayment with respect to an accepted Offer shall
terminate upon delivery of a notification to BPA under

Paragraph 6(c)(iii) with regard to Paragraphs 6(c)(i), 6(c)(ii)(A) or
6(c)(ii)(B); provided, however, that in lieu of termination under this
Paragraph 6(c), the Awarded Customer may specify a new Lock-In Date
by notifying BPA thereof in accordance with Paragraph 5(a).

Reimbursement of Costs. If an Awarded Customer exercises a
termination election under this Paragraph 6(c) with respect to any
accepted Offer, BPA will reimburse the Awarded Customer for up to
$100,000, in aggregate, of reasonable out-of-pocket costs incurred by the
Awarded Customer in connection with any proposed issuance of Bonds
to fund the Prepayment(s) or the proposed use of other available cash to
fund the Prepayment(s), which costs would not have been incurred by the
Awarded Customer but for BPA’s acceptance of the terminated Offer(s),
in each case to the extent those costs were incurred from
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(d)

(€)

December 5, 2012, through and including the date of the Awarded
Customer’s termination. If an Awarded Customer terminates only some
of its Prepayment obligations, then BPA shall not be obligated to
reimburse any costs that the Awarded Customer would have incurred in
any event with respect to the accepted Offers which gave rise to
formation of contracts that are not terminated.

BPA Off-Ramps.

(1 If Bond Financing Is Expected. Where an Offer states that the Awarded
Customer or another entity is expected to issue Bonds to fund the related
Prepayment(s), BPA may for any reason and without cause, at any time
before an applicable Lock-In Date for the Offer, terminate the contract
formed in respect of that Offer, including without limitation BPA’s right
to receive the Prepayment and BPA’s obligation provide the related
Prepayment Credits. Such termination shall be effective upon notice to
the Awarded Customer; provided, that, for such notice to be effective it
shall be delivered to the Awarded Customer no later than 2:00 PM
Pacific Time on the business day before the Lock-In Date.

(i) If Bond Financing Is Not Expected. Where an Offer states that the
Awarded Customer or another entity is not expected to issue Bonds to
fund the related Prepayment, BPA may, for any reason and without cause
at any time before March 29, 2013, terminate the contract formed in
respect of that Offer, including without limitation BPA’s right to receive
the Prepayment and BPA’s obligation to provide the related Prepayment
Credits. Such termination shall be effective upon notice to the Awarded
Customer; provided, that, for such notice to be effective it shall be
delivered to the Awarded Customer no later than 2:00 PM Pacific Time
on March 28, 2013. In such an instance, BPA shall immediately return
any funds theretofore transferred to BPA by the Awarded Customer in
respect of its Prepayment obligation prior to the termination.

If BPA exercises the termination right described in Paragraph 6(d)(i) or
Paragraph 6(d)(ii), BPA will reimburse the Awarded Customer for up to
$100,000, in aggregate, of reasonable out-of-pocket costs incurred by the
Awarded Customer in connection with any proposed issuance of Bonds to fund
the Prepayment(s) or the proposed use of other available cash to fund the
Prepayment(s), in each case to the extent those costs were incurred from
December 5, 2012 through and including the date of BPA’s termination, but only
to the extent those costs would not have been incurred by the Awarded Customer
but for BPA’s acceptance of the terminated Offer(s). If BPA terminates only
some of an Awarded Customer’s Prepayment obligations, then BPA shall not be
obligated to reimburse any costs that the Awarded Customer would have incurred
in any event with respect to the accepted Offers which gave rise to formation of
contracts that are not terminated.

Survival of Reimbursement Obligations.

For clarity, BPA’s reimbursement obligations under Paragraphs 6(c) and 6(d)
shall survive the termination of the contract(s) formed in respect of the related
Offer(s).
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7. Revisions to Existing PSAs. The Revision (two originals, unless more are required by the
Offeror) must be executed by each Offeror and delivered to BPA as part of its Offer(s). If the
Offer(s) are accepted by BPA, the Revision also will be executed by BPA and delivered to
the Offeror. BPA will execute and deliver by e-mail to each Awarded Customer a PDF of the
executed Revision by 5:00 PM, Pacific Time, December 5, 2012, to be followed immediately
by delivery (via overnight mail) of a BPA-executed original of the Revision. The execution
by BPA of a Revision and delivery of a PDF of that fully executed Revision to the Offeror
will constitute BPA’s acceptance of the related Offer(s), consistent with Paragraph 4 above.
Once executed and delivered by BPA, the Revision shall take effect on March 29, 2013, but
only if BPA has received the Prepayment on or before March 29, 2013, and no termination
under Paragraph 6(c) or 6(d) has occurred. All other provisions of the existing PSAs with
Prepaying Customers shall remain unchanged.

8. Bonds Issued to Fund Prepayment(s) Will Not Be Guaranteed by BPA. BPA will not
provide any guarantee of the payment of principal of or interest on any Bonds issued by or for
the benefit of any Awarded Customer to fund its Prepayment(s) or to refund or refinance such
Bonds.

(a) Disclosure. If Bonds are to be issued to fund a Prepayment, if disclosure materials
are prepared with respect to those Bonds, and if the disclosure materials include a
description of the Revision, then the disclosure materials also shall include the
following statement: “The [Name or Title of Bonds] are not a debt or other
obligation of Bonneville Power Administration, and the [Name or Title of Bonds] are
not a charge on the full faith and credit of Bonneville Power Administration or on the
Bonneville Fund.”

Drafter’s Note: Insert appropriate Exhibit D section number below.

(b) Pledging Remittances. The Awarded Customer may pledge or otherwise grant a
security interest in (i) BPA’s remittances of cash reflecting BPA’s deemed
assignments of electricity for an Awarded Customer in Section #.3 of the Revision,
and (ii) money damages arising from any breach by BPA of its obligations under the
Revision. However, any such pledge shall not provide or purport to provide the
pledgee with any right to bring any legal action against BPA to enforce rights of the
Awarded Customer against BPA. BPA will not agree to make cash remittances to any
account other than the customary account designated by Awarded Customer and used
by BPA for cash refunds to the Awarded Customer under its PSA.
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APPENDIX A

OFFER

PLEASE NOTE: To constitute a conforming Offer, the Offeror must submit more than a
single Offer form if the Offeror is offering to purchase more than one Block and the terms
(apart from the Purchase Price per Block) are not identical across such Offers. Thus,
separate Offer forms must be submitted if (i) the Offeror expects to fund its Prepayment for
one or more Blocks through the issuance of Bonds and to fund its Prepayment for one or
more Blocks without the issuance of Bonds, (ii) the Offeror elects to have the Market Rate
Adjustment under Paragraph 5 of the RFO apply to some but not all of its Offers, or

(iii) the Offeror establishes the Bond-Related Off-Ramps under Paragraph 6 of the RFO for
some but not all of its Offers. Conversely, an Offeror may bundle a number of Offers using
a single Offer form, but all Offers at different Purchase Prices so bundled must otherwise
have identical terms in order to be considered conforming Offers.

Part . Definitions

Unless otherwise provided, capitalized terms in this Offer shall have the meanings assigned to
such terms in the Request for Offers of Bonneville Power Administration, dated August 14, 2012,
(the “RFO”).

Part Il. Offer(s)

All Offers presented herein are subject to all terms and conditions specified in the RFO, and each
Offer so accepted by Bonneville Power Administration (“BPA”), as provided in the RFO, shall
result in a binding contract between the Offeror and BPA with respect to such Offer, as provided
in the RFO.

Pursuant to the RFO, [ ] (the “Offeror”) hereby offers to
purchase Blocks from BPA as follows:

Number of Blocks Purchase Price per Block

$

- $
Part I11. Certification of Authority and Intent to Issue Bonds
For all Offer(s) submitted herein, the Offeror must elect one of the following Alternatives:

Alternative #1: The Offeror does not propose to issue Bonds to fund any portion of its
Prepayment pursuant to the Offer(s) made herein.
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Alternative #2: The Offeror proposes to issue Bonds to fund some or all of its Prepayment
pursuant to the Offer(s) made herein. The Offeror has authority under applicable federal, state and
local law, as well as under any applicable resolutions, charters, bylaws or other rules or
regulations which apply to the Offeror, to issue Bonds to fund its offered Prepayment(s) pursuant
to the Offer(s) made herein.

Alternative #3: The Offeror expects [ ] (the “Bond Issuer”) to issue Bonds for
the benefit of the Offeror to fund a portion or all of the Offeror’s Prepayment(s) pursuant to the
Offer(s) made herein. The Bond Issuer has authority under applicable federal, state and local law,
as well as under any applicable resolutions, charters, bylaws or other rules or regulations which
apply to the Bond Issuer, to issue Bonds to fund the offered Prepayment(s) pursuant to the
Offer(s) made herein.

The Offeror hereby elects Alternative __ for each Offer submitted herein. Initial here:

Part V. Estimated TIC and Initial Spread, Applicable Only to Offers to be
Financed with Bonds

If the Offeror has selected Alternative # 2 or Alternative # 3 in Part |11, the Offeror may establish
an Off-Ramp under Paragraph 6(c)(ii)(A) of the RFO by providing the information in (1) — (4) of
this Part IV as part of this Offer(s). Failure to provide such information shall mean that the
Offeror has irrevocably waived its right to that Off-Ramp.

For purposes of this Part 1V:

= “Offer Date Tested Bonds” means Bonds with characteristics described in (1)
below that might be sold on November 29, 2012 and issued on
November 30, 2012 to finance all or a portion of the Prepayment with respect to
this Offer, with level monthly payments of principal and interest (or level
monthly deposits to a mandatory debt service sinking fund), commencing
February 1, 2013 and ending June 1, 2028.

= “True Interest Cost” or “TIC” means with respect to Offer Date Tested Bonds,
the rate of interest, compounded semiannually, that would be required to discount
(i) the payments of principal and interest to holders of Offer Date Tested Bonds
to maturity to (ii) the purchase price paid by buy-and-hold investors in the Offer
Date Tested Bonds. Thus, TIC on Offer Date Tested Bonds is determined without
regard to costs of issuing the Offer Date Tested Bonds, funded interest, any
amounts deposited to a debt service reserve account, or amounts paid for bond
insurance or other credit enhancement with respect to the Offer Date Tested
Bonds.

(1) As of November 30, 2012, the Offeror reasonably expects that Bonds with
the following general characteristics [for example, the Offeror’s senior lien
electric system revenue bonds, the Offeror’s subordinate lien electric
revenue bonds, other] will be issued to fund a portion or all of the
Prepayment(s) required pursuant to the Offer(s) made herein:

[ ]

(2) As published by the United States Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield, the yield on 10-year U.S. Treasury
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obligations on November 29, 2012 was [X.XX] percent per annum (carried
out to the second decimal).

(3) If Offer Date Tested Bonds were sold on November 29, 2012 for delivery on
November 30, 2012, the Offeror reasonably expects the TIC on those Offer
Date Tested Bonds would be no more than [Y.Y'Y] percent per annum
(carried out to the second decimal).

(4) Consequently, under conditions in the capital markets as of
November 29, 2012, the Offeror reasonably expects the TIC on Offer Date
Tested Bonds would not exceed the [X.XX] percent per annum (carried out to
the second decimal) yield on 10-year U.S. Treasury obligations for November
29, 2012, published by the United States Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield, by no more than [Z.ZZ] percent per
annum (carried out to the second decimal).

PartV. Market Rate Adjustment Election
For all Offer(s) submitted herein, the Offeror must elect one of the following Alternatives:

Alternative #A: The Offeror elects to apply the Market Rate Adjustment to the Purchase Price set
forth in Part I1.

Alternative #B: The Offeror elects not to apply the Market Rate Adjustment to the Purchase Price
set forth in Part I1.

The Offeror hereby elects Alternative #__for each Offer submitted herein. Initial here:
Part VI. Authority of the Undersigned

The undersigned is an officer of the Offeror and is duly authorized to execute and deliver this
Offer on behalf of the Offeror.

[NAME OF OFFEROR]

By

Name

(Print/Type)

Title

Date
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FORM OF CERTIFICATION OF EXPECTED
TRUE INTEREST COST AND INITIAL SPREAD

The undersigned hereby certifies as follows in connection with the offer(s) (the “Offer(s)”)
submitted by [ ] (the “Offeror”) in response to the Request for Offers of
Bonneville Power Administration, dated August 14, 2012. Unless otherwise provided, capitalized
terms in this Certification of Expected True Interest Cost and Initial Spread (“Certification”) shall
have the meanings assigned to such terms in the Offer(s) to which this Certification is attached:

1. The undersigned is an officer of [FINANCIAL ADVISOR] (the “Advisor”) and is duly
authorized to execute and deliver this Certification on behalf of the Advisor.

2. The Advisor serves as an independent financial advisor to the Offeror in connection with
the Offer(s).

3. The undersigned has reviewed the Offer(s).

4. Under conditions in the capital markets on the date of this Certification, the Advisor
certifies that it is reasonable for the Offeror to expect:

a. the TIC on Offer Date Tested Bonds would be no greater than [X.XX] percent
per annum (carried out to the second decimal), as set forth in the Offer; and

b. the Initial Spread therefore does not exceed [X.XX] percent per annum (carried
out to the second decimal).

[NAME OF ADVISOR]

By
Name
(Print/Type)
Title
Date
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APPENDIX B

LIMIT ON AMOUNT OF OFFERS

Background - Net Billing Cushion. BPA and most preference customers (“Participants) have
entered into separate Net Billing Agreements to cover the costs of Energy Northwest’s Net Billed
Projects. In these agreements, BPA has agreed to provide net billing credits against each
Participant’s monthly bills for the purchase of power and related services received from BPA.
These net billing credits are to be applied against the Participant’s purchases of electricity or
transmission service from BPA. In consideration of these net billing credits, each Participant has
agreed to remit an equivalent amount of funds to Energy Northwest. Thus, a preference
customer’s capacity to purchase Blocks from BPA could be constrained by the existing Net
Billing Agreements. In the Net Billing Agreements, BPA and each Participant have covenanted
not to enter into further agreements providing for payments (including credits) by BPA to the
Participant unless, as determined by BPA, for each future Contract Year the total expected cash
value of purchases of electricity and transmission services by the Participant from BPA will equal
at least 115% of the aggregate of all expected billing credits to be provided by BPA to the
Participant under the Energy Northwest Net Billing Agreements and any additional agreements
providing for net billing.” BPA has entered into certain direct payment arrangements with Energy
Northwest which may obviate net billing. Direct payments could cease however, and net billing
could be reinstituted. For purposes of this calculation, direct payments and the existence of the
direct payment arrangements are assumed not to exist.

Prepayment Limit. Offerors may not submit Offers to purchase Blocks representing an aggregate
annual value of electricity exceeding the lesser of:

(A) for any Contract Year from 2014 through 2018, the smallest amount of:
L + M — N(1.15)
where L = amount BPA expects to bill the Offeror for purchases of firm power
during the Contract Year, M = amount BPA expects to bill the Offeror for
purchases of transmission services during the Contract Year, and N = the
Offeror’s expected aggregate net billing obligations (in the absence of BPA
direct payment) during the Contract Year; or

(B) 50% of the smallest amount expected to be paid by the Offeror to BPA for firm
power purchased during any Contract Year from 2014 through 2018.

“ See, for example, the Project 2 (now Columbia Generating Station) Net Billing Agreements, Section 7(d)
(“The Administrator and the Participant shall not enter into any agreements providing for payments [this
means net billing credit obligations] which the Administrator estimates will cause the aggregate of his
billings to the Participant to be less than 115 percent of the Administrator’s net billing obligations to the
Participants under all agreements providing for net billing”), and Section 7(g) (“The estimates by the
Administrator under this agreement of billing credits and of payments to be made by the Participant and the
Administrator giving rise to such billing credits shall be conclusive”).
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APPENDIX C

NOTICE OF ESTABLISHMENT OF A LOCK-IN DATE

Under [its][certain] Offer(s) submitted to and accepted by the Bonneville Power
Administration (“BPA”) in connection with its Request for Offers, dated August 14, 2012
(“REQ”), the entity on behalf of which this Notice is provided (“Customer”) has designated
in its Offer(s), that the Purchase Price to be paid for the related Offer(s) accepted by BPA will
be subject to later adjustment (“Market Rate Adjustment”) and that the contract(s) formed in
respect of such Offer(s) may be terminated by [Name of Customer] under the Adjustment
Cap Off-Ramp under Paragraph 6(c)(i) of the RFO (“Adjustment Cap Off-Ramp”).

As provided in Paragraph 5 of the RFO, the Customer hereby establishes [ ],
201 , as the Lock-In Date with respect to the following accepted Offer(s):

[Description of accepted Offer(s) to which this Notice applies.]

This designated Lock-In Date is a business day, is not earlier than three (3) business days
following the date of this Notice, and is not later than March 19, 2013.

Customer may cancel the Lock-In Date designated in this Notice at any time prior to 5:00 PM
Pacific Time on the designated Lock-In Date, effective at the time BPA receives notice
thereof, at which point the Customer shall be free to designate a new Lock-In Date by notice
to BPA, subject to the limitation in Paragraph 2 of this Notice that in no instance shall the
new Lock-In Date be later than the earlier of (i) three (3) business days following the date of
this Notice, or (ii) March 19, 2013.

The undersigned is an officer of Customer and is duly authorized on behalf of the Customer
to execute and deliver this Notice of Exercise of Adjustment Cap Off-Ramp on behalf of the
Customer.

[NAME OF CUSTOMER]

By

Name

(Print/Type)

Title

Date
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APPENDIX D

CERTIFICATION OF INDEPENDENT OFFER(S)

The undersigned hereby certifies as follows in connection with all offer(s) (“Offer(s)”) submitted
] (“Offeror”) in response to the Request for Offers of Bonneville

by [

Power Administration (“BPA”), dated August 14, 2012 (the “RFO”):

1.

The undersigned is an officer of the Offeror and is duly authorized to
execute and deliver this Certification of Independent Offer(s) on behalf
of the Offeror.

The undersigned participated actively in the Offeror’s preparation of the
Offer(s), including the decision as to the price(s) to be included in the
Offer(s).

In preparing and submitting the Offer(s), except to the extent necessary
to submit a consolidated Offer(s) in whole or in part on behalf of other
preference customers, neither the Offeror nor any officer or employee of
the Offeror directly or indirectly consulted with officers, employees or
individual consultants of other preference customer of BPA about the
price(s) offered or to be offered by the Offeror or by such other
preference customers in response to the RFO.

To the best of the knowledge and belief of the undersigned, except to the
extent necessary to submit a consolidated Offer(s) in whole or in part on
behalf of other preference customers, no individual who has provided
consulting services to the Offeror in connection with the Offeror’s
preparation of the Offer(s) directly or indirectly consulted with officers,
employees or individual consultants of other preference customer of
BPA about the price(s) offered or to be offered by the Offeror or by such
other preference customers in response to the RFO.

[NAME OF OFFEROR]

By
Name
(Print/Type)
Title
Date
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APPENDIX E

MARKET RATE ADJUSTMENT

Market Rate Adjustment (as defined and explained in Paragraph 5) =

Cm

M+

It

I:%+1_Pt

where;

N
t+l Z

1+ IFt+1/:|-2)

—Z

A+ /12)

Market Clearing Purchase Price per Block as adjusted by Market Rate
Adjustment as of the Lock-In Date

Market Clearing Purchase Price per Block (RFO Paragraph 4(g), announced on
December 4, 2012 (RFO, Paragraph 4(h)(iii))

186 (Total number of months for which power is prepaid -- April 1, 2013
through September 30, 2028)

$50,000 (Prepayment Credit per Block for month m)

i+1 + 6, where i+ = yield on 10-year Treasury obligations for the Lock-In

Date, as published by the U.S. Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield

Basis as defined by Market Clearing Purchase Price (RFO Paragraph 4(g))
announced on December 4, 2012 (RFO, Paragraph 4(h)(iii))

it + 8, where iy = yield on 10-year U.S. Treasury obligations for

November 29, 2012, as published by the U.S. Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield
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APPENDIX F

EXERCISING THE OFFEROR OFF-RAMPS UNDER PARAGRAPHS 6(c)(i)
AND 6(c)(ii)(A) OF THE RFO

APPENDIX F, PART | — NOTICE OF TERMINATION UNDER PARAGRAPH 6(c)(i)
(ADJUSTMENT CAP OFF-RAMP) OF THE RFO

1. [Name of Awarded Customer] has established its right to exercise the Adjustment Cap
Off-Ramp under Paragraph 6(c)(i) of the RFO (“Adjustment Cap Off-Ramp’) under
certain Offers submitted to and accepted by the Bonneville Power Administration
(“BPA”) in connection with its Request for Offers, dated August 14, 2012 (“RFO”), and
therefore may exercise such Adjustment Cap Off-Ramp with respect to any Prepayment
for which such Adjustment Cap Off-Ramp has been established.

2. Unless otherwise provided, capitalized terms in this Notice of Termination under
Paragraph 6(c)(i) of the RFO (“Notice of Exercise of Adjustment Cap Off-Ramp”) shall
have the meanings assigned to such terms in the RFO.

3. The Lock-In Date for the accepted Offer(s) to which the Adjustment Cap Off-Ramp
applies and is being exercised is the date hereof, [INSERT DATE], 201 _.

4. Determination:
Applying the Market Rate Adjustment formula set forth in Appendix D to the RFO, the
Adjustment Cap is in effect on the Lock-In Date for the Prepayment(s) to which the
Adjustment Cap Off-Ramp was established.

5. Exercise of Adjustment Cap Off-Ramp Right:
[Name of Awarded Customer] hereby irrevocably elects to terminate the
contract formed in respect of its Offer(s) to which the Adjustment Cap applies,
including without limitation its obligations to make Prepayments under
Paragraph 6(c)(i) of the RFO with respect to the [Insert Number] of Blocks
associated with those (those) Offer(s).

6. Certification of Authorized Officer:
The undersigned is an officer of [Name of Awarded Customer] and is duly
authorized on behalf of the [Name of Awarded Customer] to execute and
deliver this Notice of Exercise of Adjustment Cap Off-Ramp on behalf of the
[Name of Awarded Customer].

[NAME OF AWARDED CUSTOMER] Date
By
Name
(Print/Type)
Title
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APPENDIX F

EXERCISING THE OFFEROR OFF-RAMPS UNDER PARAGRAPHS 6(c)(i)
AND 6(c)(ii)(A) (BOND-RELATED OFF-RAMPS) OF THE RFO

APPENDIX F, PART Il - FORM OF NOTICE OF TERMINATION UNDER

A

C.

PARAGRAPH 6(c)(ii)(A) OF THE RFO
Estimated TIC and Termination Spread:

[Name of Awarded Customer] has established the Offeror Off-Ramp under Paragraph
6(c)(ii)(A) of the RFO (“Off-Ramp”) under certain Offers submitted to and accepted by
the Bonneville Power Administration (“BPA”) in connection with its Request for Offers,
dated August 14, 2012 (“RFQ”), and therefore may exercise such Off-Ramp with respect
to any accepted Offer for which such Off-Ramp has been established, but only if [Name
of Awarded Customer] provides to BPA the information as provided in this Part Il of this
Appendix F to the RFO, together with the attached certification of the financial advisor to
the [Name of Awarded Customer].

Unless otherwise provided, capitalized terms in this Notice of Termination under
Paragraph 6(c)(ii)(A) (Bond-Related Off-Ramps) of the RFO (“Notice”) shall have the
meanings assigned to such terms in the RFO.

Definitions:
For purposes of this Appendix F, Part II:

= “Lock-In Date Tested Bonds” means Bonds with characteristics described in
(C)(2) below that might be sold on Lock-In Date and issued on or about March
29, 2013 to finance all or a portion of the Prepayment with respect to this Offer,
with level monthly payments of principal and interest (or level monthly deposits
to a mandatory debt service sinking fund), commencing June 1, 2013 and ending
October 1, 2028.

= “True Interest Cost” or “TIC” means with respect to Lock-In Date Tested Bonds,
the rate of interest, compounded semiannually, that would be required to discount
(i) the payments of principal and interest to holders of Lock-In Date Tested
Bonds to maturity to (ii) the purchase price paid by buy-and-hold investors in the
Lock-In Date Tested Bonds. Thus, TIC on Lock-In Date Tested Bonds is
determined without regard to costs of issuing the Lock-In Date Tested Bonds,
funded interest, any amounts deposited to a debt service reserve account, or
amounts paid for bond insurance or other credit enhancement with respect to the
Lock-In Date Tested Bonds.

Information:
1. The Lock-In Date for the Prepayment(s) in connection with the accepted
Offers is [INSERT DATE], 201 .

2. Inits Offer(s) dated November 30, 2012, the Awarded Customer certified
that it reasonably concluded that Bonds with the following general
characteristics were planned to be issued to fund the Prepayment(s)
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required pursuant to the Offer(s) accepted by BPA under the RFO:
[ ]

3. InPart IV of the Offer, the Offeror estimated that the Initial Spread to be
not greater than [Z.ZZ] percent per annum (carried out to the second
decimal).

4. Under conditions in the capital markets on the Lock-In Date for the
Offer(s), [Name of Awarded Customer] reasonably estimates the TIC on
Offer Date Tested Bonds would be no less than [Y.YY] percent per annum
(carried out to the second decimal).

5. As published by the United States Department of the Treasury at
http://www.treasury.gov/resource-center/data-chart-center/interest-
rates/pages/textview.aspx?data=yield, the yield on 10-year U.S. Treasury
obligations for the business on the business day immediately preceding the
Lock-In Date for the Offer(s) was [X.XX] percent per annum (carried out
to the second decimal).

6. Consequently, under conditions in the capital markets on the Lock-In Date
for the Offer(s), [Name of Awarded Customer] reasonably estimates that
the TIC on Tested Bonds would exceed [X.XX] percent per annum by at
least [Z.ZZ] percent per annum (carried out to the second decimal), and is
greater than 0.25 percent per annum.

D. Exercise of Off-Ramp Right:
[Name of Awarded Customer] hereby irrevocably elects to terminate the contract
formed in respect of its Offer(s) to which Paragraph 6(c)(ii)(A) of the RFO
applies, including without limitation its obligation to make Prepayments with
respect to the [Insert Number] Blocks associated with that (those) Offer(s).

E. Certification of Authorized Officer:
The undersigned is an officer of [Name of Awarded Customer] and is duly
authorized on behalf of the [Name of Awarded Customer] to execute and deliver
this notice of termination under Paragraph 6(c)(ii)(A) of the RFO on behalf of the
[Name of Awarded Customer].

[NAME OF AWARDED CUSTOMER]

By
Name
(Print/Type)
Title
Date
12PS- D Page 2 of 2
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APPENDIX F

EXERCISING THE OFFEROR OFF-RAMPS UNDER PARAGRAPHS 6(c)(i)
AND 6(c)(ii)(A) OF THE RFO

APPENDIX F, PART Il - FORM OF NOTICE OF TERMINATION UNDER
PARAGRAPH 6(c)(ii)(A) OF THE RFO, CERTIFICATION BY FINANCIAL
ADVISOR

The undersigned hereby certifies as follows in connection with the Notice of Termination under
Paragraph 6(c)(ii)(A) of the RFO (“Termination Notice”) submitted by [Name of Awarded
Customer] dated [INSERT DATE], 201_, in connection with the RFO. Unless otherwise
provided, capitalized terms in this Certification of True Interest Cost and Termination Spread
(“Certification”) shall have the meanings assigned to such terms in the Termination Notice to
which this Certification is attached:

A. The undersigned is an officer of [NAME OF FINANCIAL ADVISOR] (the “Advisor”)
and is duly authorized to execute and deliver this Certification on behalf of the
Advisor.

B. The Advisor serves as an independent financial advisor to the [Name of Awarded

Customer] in connection with the Termination Notice.

C. The undersigned has reviewed the Termination Notice.

D. Under conditions in the capital markets on the Lock-In Date for the Offer(s), the
Advisor certifies that it is reasonable for the [Name of Awarded Customer] to
conclude: the TIC on Lock-In Date Tested Bonds would be no less than [Y.YY]

percent per annum (carried out to the second decimal), as set forth in the Termination
Notice.

[NAME OF FINANCIAL ADVISOR]

By

Name

(Print/Type)

Title

Date
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APPENDIX G

OFFEROR OFF-RAMPS FOR NON-CLOSING OF FINANCING

As described in Paragraph 6(c)(ii)(B) of the RFO, an Awarded Customer that is proposing to use
proceeds of Bonds to fund its Prepayment(s) shall have the right to terminate its obligation to
make Prepayments if any of the following conditions exists and such condition has or conditions
have resulted in or will result in either (a) a failure to enter into a Bond Purchase Agreement
within three (3) business days following the Lock-In Date, or (b) a failure to close the related
Bond sale by March 29, 2013:

1.

the United States shall have become engaged in hostilities which have resulted in a
declaration of war or a national emergency or there shall have occurred any outbreak of
hostilities or escalation thereof or other national or international calamity or crisis or a
financial crisis, the effect of such outbreak, calamity or crisis on the financial markets of
the United States of America being such as, in the reasonable opinion of the Bond
purchaser or underwriter, would affect materially and adversely the marketability of the
Bonds;

there shall have occurred the declaration of a general banking moratorium by any
authority of the United States or the States of New York or [host state] or a material
disruption in commercial banking activities or securities settlement or clearance services
shall have occurred;

there shall have been any downgrading, suspension or withdrawal, or any official
statement as to a possible downgrading, suspension or withdrawal of any rating by
Moody’s, S&P or Fitch of the Bonds, or debt instruments of a character and credit quality
similar to the Bonds, or any other securities issued by the Bond Issuer;

as of the Lock-In Date, an event shall have occurred which might or would cause an
Official Statement or other offering document for Bonds, as then supplemented or
amended, to contain any untrue statement of a material fact or to omit to state a material
fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading; or

legislation shall be enacted, or actively considered for enactment, or a decision by a court
of competent jurisdiction shall hereafter be rendered, or action shall hereafter be taken or
a ruling or regulation shall hereafter be issued by the Securities and Exchange
Commission or other governmental agency having jurisdiction of the subject, to the effect
that the issuance, offering or sale of the Bonds, or obligations of the general character of
the Bonds, is in violation of, or that such obligations are not exempt from the registration,
qualification under or other similar requirements of, the Securities Act of 1933, amended
and as then in effect, or of the Trust Indenture Act of 1939, as amended and as then in
effect.
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APPENDIX H
FORM OF REVISION TO EXHIBIT D TO PSA

Revision No. «#», Exhibit D

ADDITIONAL PRODUCTS AND SPECIAL PROVISIONS

Effective on March 29, 2013

This revision adds section «» to this Exhibit D to capture the terms and conditions
of «Customer Name»’s participation in the prepayment program and renumbers the
Revisions section.

#. «CUSTOMER NAME»’S PARTICIPATION IN PREPAYMENT
PROGRAM

#.1

General

Drafter’s Note: If customer participates in more than one prepay
program, repeat (copy and paste) the paragraph below for each
year/program the customer participates in; insert additional “«Year»
RFO” throughout document as necessary.

«Customer Name» submitted one or more offers under BPA’s “Request
for Offers for Prepayment of Electricity, Contract No. 12PS-«###H#H»,”
(«Year» Prepayment RFO) to purchase “Blocks” as defined in the
«Year» Prepayment RFO. Drafter’s Note: Include the following
sentence for Slice/Block customers:«The use of the term “Blocks” is not
intended to have the same definition as Blocks of power or the Block
product as otherwise defined in the body of the Agreement.» BPA has
accepted «Customer Name»’s offer(s) under the conditions provided in
the «Year» Prepayment RFO. A Prepayment is the dollar amount
prepaid by «Customer Name» for a single Block.

By virtue of the offer(s) submitted by «Customer Name» to BPA under
the «Year» Prepayment RFO and the acceptance by BPA thereof,
«Customer Name» and BPA contracted, among other things, to the
following obligations: (1) «Customer Name» has agreed to provide in
aggregate $«insert $ amount» with respect to the Prepayment(s) by
«Customer Name» (such aggregate amount is referred to herein as the
Unadjusted Prepayment Amount) for electric power to be delivered by
BPA under this Agreement, as modified by the Market Rate
Adjustment pursuant to Paragraph 5(d) of the «Year» Prepayment
RFO, if elected by «Customer Name» (the Prepayment Amount);
provided, that, to the extent no Market Rate Adjustment pursuant to
Paragraph 5(d) of the «Year» Prepayment RFO was elected by
«Customer Name», the Prepayment Amount shall be identical to the
Unadjusted Prepayment Amount), and (2) conditioned upon receipt by
BPA of the Prepayment Amount from «Customer Name», BPA shall
provide to «Customer Name»: (a) certain Prepayment Credits, which
shall entitle «Customer Name» to reductions to the amount on
«Customer Name»’s monthly power bill that would otherwise be owed
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#.2

to BPA for electric power (also referred to herein as “electricity”)
purchased under this Agreement, and (b) certain cash remittances
that may arise if Excess Prepayment Credits are deemed assigned to
other BPA power customers as set forth in section #.3 of this exhibit.
The Prepayment Credits are defined to be the dollar amounts that a
customer making an electric power Prepayment under a Prepayment
RFO (Prepaying Customer) would have paid in the related month but
for the amount it prepaid, and are reductions to the amount that
otherwise would be payable with respect to the Prepaying Customer’s
purchases of electricity from BPA. Thus, the quantity of electricity
(megawatts or megawatt-hours) to which a Prepayment applies shall
vary, depending on BPA’s rates and rate schedules that apply to
electricity purchases by the Prepaying Customer (or BPA’s rates and
rate schedules that apply to electricity purchases by any deemed
assignee of Prepayment Credits under section #.3 of this exhibit). The
Prepayment Credits reflect the value of electricity attributable to the
Prepayment(s) made by «Customer Name» for each month as set forth
in the Prepayment Credit Schedule(s) provided in section #.3.1 of this
exhibit. Prepayment Credits are associated with and reflect the right
of «Customer Name» to receive delivery of a specified value of
electricity from BPA each month.

Effective Date and Termination of Prepayment Obligations
Drafter’s Note: If the customer participates in more than one
prepayment program, the revision number and the year of the
Prepayment RFO in following paragraph should reflect the most recent
year that the customer participated in a prepay program.

This Revision No. «#» to Exhibit D was executed by «Customer Name»
in connection with its submission of one or more offers to purchase
Blocks under the «Year» Prepayment RFO and was subsequently
executed by BPA after inclusion of the Unadjusted Prepayment
Amount and Prepayment Credit Schedule derived under the offer(s)
and acceptance thereof by BPA under the «Year» Prepayment RFO.

Drafter’s Note: If customer participates in more than one prepayment
program, insert additional appropriate date and “«Year» Prepayment
RFO”.

The provisions under section # of this exhibit, shall take effect on
March 29, 2013 and shall remain in effect until all obligations
hereunder are satisfied; provided, however, that, if (1) BPA for any
reason does not receive the Prepayment Amount on or before

March 29, 2013, or (2) the obligations of «Customer Name» to provide
the Prepayment Amount and the obligations of BPA to provide
Prepayment Credits are terminated under the provisions of the «Year»
Prepayment RFO and the contract(s) formed thereunder, then the
provisions of this section # of this exhibit shall also be terminated and
shall have no further force or effect.
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#.3

Obligation to Provide Prepayment Credits/Remit Cash
Payments

#.3.1 Scheduled Prepayment Credits
Upon receipt by BPA of the Prepayment Amount from
«Customer Name», BPA shall provide to «Customer Name»
Prepayment Credits throughout the remaining term of this

Agreement as provided under the following Prepayment Credit
Schedule:

«Customer Name»’s Prepayment Credit Schedule Under the «Year» Prepayment RFO

Total
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep Annual
FY 2013 N/A | NJA | NJA | NJA | NJA | N/A
FY 2014-
2028

Note: The prepayment program offered in 2012 only allowed for equal Prepayment Credits every
month from April 2013 through the remaining term of the Agreement.

Drafter’s Note: For offer in 2012, the next paragraph and table
should be deleted. Include the following for customers that
participate in more than one year of Prepay Programs. If the
customer participates in a subsequent prepay program, the table
below should be filled in to represent the prior Prepayment
Credit Schedule(s) that is included in section #.3.1 below.
«Customer Name» previously has made one or more
Prepayments to BPA in return for the right to purchase electric
power from BPA pursuant to this Agreement, represented by
monthly Prepayment Credits for Fiscal Years 2013 through
2028 as follows:

«Customer Name»’s Pre-Existing Prepayment Credit Schedule Under the «Year»

Prepayment RFO

Total
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep Annual
FY 2013 N/A | NJA | NJA | N/A | N/A | N/A
FY 2014-
2028
Note: «Insert any information needed specific to the subsequent Prepay RFP Prepayment Credit
Schedule»
End Option
In certain circumstances BPA shall remit cash to «Customer
Name» as provided in section #.3.2 of this exhibit. Prepayment
Credits that are not otherwise applied shall carry forward to
future months as provided in section #.3.3 of this exhibit.
So long as the amount of «Customer Name»’s monthly bill
exceeds the monthly amount of the Prepayment Credit, then
09PB-«tHHHHD Page 30of 9
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«Customer Name» shall pay BPA the net amount due after the
Prepayment Credit is applied, consistent with the billing and
payment terms and conditions of section 16 of the body of this
Agreement.

#.3.2 Deemed Assignments Where Prepayment Credits Are
Greater Than Monthly Amount Owed
If the amount of «Customer Name»’s monthly bill for electric
power is less than the month’s Prepayment Credit (including
any Carry Forward Prepayment Credit described in
section #.3.3 of this exhibit), which shall be called Excess
Prepayment Credit, then BPA shall apply the methodology set
forth in section #.3.5 of this exhibit to (1) deem the Excess
Prepayment Credit to be assigned to other customers’ electric
power purchases from BPA in such month and (2) to the extent
of such deemed assignments, remit as a cash payment to

«Customer Name» an amount equal to the Excess Prepayment
Credit.

#.3.3 Carry Forward of Prepayment Credits

(1) In the event that electric power purchases from BPA by
other customers in an applicable month are insufficient
to enable deemed assignments of all Excess Prepayment
Credits of all Prepaying Customers with respect to that
month under section #.3.2 of this exhibit, the excess
representing «Customer Name»’s share (Carry Forward
Prepayment Credits) shall accumulate. In each
succeeding month, after applying the scheduled
Prepayment Credit(s) under section #.3.1 of this exhibit,
BPA shall either (a) apply «Customer Name»’s Carry
Forward Prepayment Credits to «Customer Name»’s
purchases of electric power from BPA during that
month, or (b) give effect to deemed assignments of
«Customer Name»’s Carry Forward Prepayment Credits
that become Excess Prepayment Credits with respect to
that month to the extent set forth in section #.3.2 of this
exhibit.

2) The crediting under section #.3.3(1)(a) of this exhibit
and the remittance of cash by BPA under
sections #.3.3(1)(b) and #.3.4 of this exhibit shall
continue until such time as the balance of Carry
Forward Prepayment Credits and Excess Prepayment
Credits for «Customer Name» is zero; provided,
however, that, the application of «Customer Name»’s
Carry Forward Prepayment Credits to «Customer
Name»’s purchases of electric power from BPA under
section #.3.3(1)(a) of this exhibit shall extend past
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November 30, 2032 but only if and to the extent there is
in effect between «Customer Name» and BPA one or
more agreements for the sale of electric power by BPA
to «Customer Name» after such date. BPA’s obligations
in this section #.3.3 shall survive the termination or
expiration of this Agreement and upon termination or
expiration of this Agreement shall continue in effect
with respect to future power sales by BPA, including to
«Customer Name» and shall constitute a wholly
independent obligation of BPA in consideration of its
receipt of the Prepayment Amount.

3) BPA shall have no obligation to compensate «Customer
Name» for any actual or implied cost of funds or the
time value of money arising from the occurrence,
accumulation, application, deemed assignment or use of
Carry Forward Prepayment Credits or Excess
Prepayment Credits.

(4) In no event shall BPA be required to remit cash
payments to «Customer Name» if, for any reason,
«Customer Name» does not use its Prepayment Credits
and BPA is unable to assign resulting Excess
Prepayment Credits to other customers as set forth in
this section # of this exhibit.

#.3.4 Remittance of Cash by BPA
BPA shall remit cash payments to «Customer Name» under
sections #.3.2 and #.3.3(2) of this exhibit via an electronic funds
transfer by the Due Date for the month following the month in
which the reassignments under sections #.3.2 and #.3.3(2) of
this exhibit shall have been deemed to have been made. The
term “Due Date” shall have the meaning as defined in section
16.2 of the body of this Agreement (or its equivalent date if this
Agreement is no longer in effect). BPA shall transfer the
remittances hereunder to «Customer Name»’s specified account
to which BPA provides refunds under this Agreement.

#.3.5 Methodology for Deeming Assignments of Excess
Prepayment Credits to Other Customers
Applying the principles set forth in this section #.3.5 of this
exhibit, BPA shall make deemed assignments of Excess
Prepayment Credits to other customers only to the extent that
such other customers’ cash payments for electric power
purchases from BPA during the applicable month are greater
than or equal to the aggregate of all Excess Prepayment
Credits attributed by BPA to «Customer Name» and to other
Prepaying Customers for the applicable month.
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(D) Deemed Allocations Only to Non-Prepaid
Purchases of Electric Power
Excess Prepayment Credits shall not be deemed to be
assigned to any customer with respect to electric power
purchased by that customer from BPA pursuant to any
prepay contract.

(2) Deemed Allocations Only to the Extent of
Payments Actually Received by BPA
Excess Prepayment Credits shall be deemed to be
assigned to other customers only to the extent such
other customers in fact have made payment to BPA on
or before the last day of the following calendar month.

3) Qualified Utilities
For purposes of this section #.3.5, a Qualified Utility
shall be defined as a public body that is served by BPA
and that has a retail service area that the public body

has served continuously for at least five consecutive
years, as of March 29, 2013.

(a) If «Customer Name» is a Qualified Utility, then
subject to sections #.3.5(1) and #.3.5(2) of this
exhibit, any Excess Prepayment Credits shall be
deemed to be assigned first to other Qualified
Utilities, then to other electric power customers
that are not Qualified Utilities, in each instance
up to the extent of their respective non-prepaid
purchases of electric power from BPA for the
applicable month. However, such deemed
assignments, together with all other deemed
assignments arising under all other prepay
contracts, shall not exceed the aggregate amount
of cash received by BPA for purchases of electric
power from BPA from all such customers in the
applicable month.

(b) If «Customer Name» is not a Qualified Utility,
then subject to sections #.3.5(1) and #.3.5(2) of
this exhibit, any Excess Prepayment Credits
shall be deemed to be assigned first to other
customers that are not Qualified Utilities, then
to Qualified Utilities, in each instance up to the
extent of their respective non-prepaid purchases
of electric power from BPA for the applicable
month. However, such deemed assignments,
together with all other deemed assignments
arising under all other prepay contracts, shall
not exceed the aggregate amount of cash received
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#.4

by BPA for purchases of electric power from BPA
from all such customers in the applicable month.

(4) Allocation of Deemed Assignments Among
Prepaying Customers
If the aggregate amount of Prepayment Credits for a
month exceeds the aggregate amount paid by other
customers to which those Prepayment Credits might be
deemed assigned pursuant to section #.3.2 or
section #.3.3 of this exhibit, then:

(a) purchases by customers that are Qualified
Utilities but not Prepaying Customers shall first
be allocated pro rata to Excess Prepayment
Credits of Qualified Utilities;

(b) purchases by customers that are not Qualified
Utilities and not Prepaying Customers shall first
be allocated pro rata to Excess Prepayment
Credits of non-Qualified Utilities; and

(c) any remaining purchases by customers that are
not Prepaying Customers shall be deemed
assigned pro rata to the Excess Prepayment
Credits remaining after applying section #.3.5(1)
and section #.3.5(2) of this exhibit.

Rights and Remedies

#.4.1 Withholding Performance

#.4.2

No provision in this section # of this exhibit shall allow or shall
be interpreted to allow BPA to cease, suspend or withhold:

(1) delivering electric power otherwise required to be delivered
pursuant to this Agreement; (2) application of Prepayment
Credits as described in sections #.3.1 and #.3.3 of this exhibit;
(3) deemed assignments as described in sections #.3.2 and #.3.3
of this exhibit; or (4) remitting cash to or for the account of the
Prepaying Customer as described in sections #.3.2 and #.3.3 of
this exhibit.

No Refunds or Schedule Alterations

«Customer Name» shall have no right to a refund of any
amount or balance remaining of its Prepayment Amount if this
Agreement is terminated prior to September 30, 2028,
pursuant to section 25 of the body of this Agreement.
«Customer Name» may not alter the schedule of its
Prepayment Credits pursuant to section 25 of the body of this
Agreement.
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#.4.3 Money Judgments, No Acceleration
As set forth in section 22.4 of the body of this Agreement,
money damages are the exclusive remedy available in the event
BPA should fail to perform any of its obligations under this
Agreement, including any failure by BPA to perform its
obligations under this section # of this exhibit. In no event may
«Customer Name» cause any of BPA’s obligations under this
section # of this exhibit to come due prior to the date specified
(for example, the customer may not seek, as a remedy, to have
BPA give effect to Prepayment Credits prior to the Dates
specified herein.). BPA’s breach or non-performance under the
provisions of this section # of this exhibit shall not lead to an
acceleration of any kind of the future remaining performance of
BPA’s cash payment or crediting obligations hereunder. The
provisions of this section # of this exhibit shall not be
interpreted to affect other obligations under this Agreement
except as specifically provided herein.

#.5 No Guarantee by BPA of Any Bonds or Other Debt
Nothing in this Agreement establishes or shall be interpreted to
establish a guarantee of the payment of principal of or interest on any
bonds or other debt issued by or for the benefit of «Customer Name» to
fund its Prepayment Amount or to refund or refinance such debt. If
bonds are issued to fund a Prepayment, disclosure materials are
prepared with respect to those bonds, and those disclosure materials
include a description of the provisions in this section # of this exhibit,
then those disclosure materials also shall include the following
statement: “The [Name of Bonds or related debt instrument(s)] are not
a debt or other obligation of Bonneville Power Administration, and the
[Name of Bonds or related debt instrument(s)] are not a charge on the

full faith and credit of Bonneville Power Administration or on the
Bonneville Fund.”

#.6 No Third Party Beneficiaries, Limited Right to Assign
There are no third party beneficiaries to this section # of this exhibit,
provided, however, «Customer Name» may pledge or otherwise grant a
security interest in BPA’s remittances of cash reflecting (1) BPA’s
deemed sales of electric power for the account of the «Customer Name»
described in sections #.3.2, #.3.3 and #.3.4 of this exhibit, and
(2) money damages arising from any breach by BPA of its obligations
under this Agreement. However, «Customer Name» shall not assign
its claims under the provisions of this section # of this exhibit or enter
into any agreement that in any manner purports to provide to a third
party a right to any electric power purchased from BPA (including
under this section # of this exhibit) or to bring any legal action against
BPA to enforce the rights of «Customer Name» under the provisions of
this section # of this exhibit against BPA. If «Customer Name»
purports to make such an assignment or agreement, it shall have no
effect.
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X. SIGNATURES
The Parties have executed this exhibit revision as of the last date indicated
below. Execution of this exhibit revision also constitutes execution of the
«Year» Prepayment RFO, Contract No. 12PS-«HHHH.

«FULL NAME OF CUSTOMER» UNITED STATES OF AMERICA
Department of Energy
Bonneville Power Administration

By By
Name Name
(Print/Type) (Print/Type)
Title Title
Date Date
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ATTACHMENT B

ACCESS TO CAPITAL WORKSHOP MATERIALS



Access to Capital Workshop

July 26, 2012
1pm-=5pm
Rates Hearing Room

Portland, Oregon

503-230-5566
passcode: 4433#




Background & Context

Updates to Capital Base
Financing Tool Combinations to Reach the 10-Year Target

Summary of Financing Tools and Combinations

Individual Tools

Alternate Transmission Financing
Anticipated Accumulation of Cash (AAC)
Combinations of Tools

WNP-1 and WNP-3 Extension

Cost and Utilization of non-Federal Financing Tools
Capital Prioritization and Modifications

Overall Summary/Next Steps




Timeline

Debt
Management
workshop IPR
(June 19, Closeout
Janu_ary Access to
2011 Capital Capital Capital BP-14 BP-14
Discussions In June | workshop Initial Proposal
Review PR | (July 26) Proposal Final
v v
Fall Winter Spring Summer Fall Winter Spring Summer
2011 2012 2012 2012 2012 2013 2013 2013
Updates Capital Access to Proposed
for Year numbers Capital Debt
End updated Tools Management
evaluated Actions
included in
Initial

Proposal




Purpose of Today’s Meeting

The purpose of today’s meeting is to continue discussion of BPA’s access to
capital challenge and get feedback on the capital financing tools.

The discussion of funding tools and BPA’s combinations of those tools can
help in the development of comments on the capital programs in the IPR
process.

This discussion will present the most current US Treasury borrowing authority
picture and discuss the adequacy of the funding tools.
BPA’s major goals regarding access to capital are:

e Maintaining continued access to Treasury borrowing authority on a rolling 10-year
basis using a mix of Federal and non-Federal sources of capital

* Reserving $750 million of the Treasury borrowing authority for Treasury line of
credit, which provides for risk mitigation in lieu of holding equivalent financial
reserves

e Ensuring capital financing requirements are met at lowest overall cost

Scenarios shown achieve the 10-year target with the available tools.




Background/Context

This meeting builds on discussions from last fall and early spring on access to capital
issues.

BPA’s goal is to ensure capital financing over a rolling 10-year period.

The debt management workshop and IPR workshops last month set the stage for
our discussions on capital funding challenges.

Development of a Capital Access Strategy and plan is part of BPA’s 2012 Key Agency
Targets, and is among BPA’s highest priorities.

Input and feedback from today’s meeting can help influence this plan.

There continues to be no easy answer for implementing new non-Federal financing
tools given their advantages and disadvantages.

If BPA does not act now, US Treasury borrowing authority could be exhausted in
2016. Today’s presentation includes scenarios that could ensure capital financing
over the next 10 years.
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A Look at the Total Portfolio:
BPA’s Outstanding Liabilities Over Time
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A Look at the Total Portfolio:

=Since 1997 the weighted
average interest rate has
decreased substantially
=BPA’s overall outstanding
debt level has remained
relatively constant
=*Transmission debt is
increasing

=Power debt is decreasing
=Power interest has not
dropped as much as
Transmission primarily due
to fixed appropriations
interest

== == o\\eighted Average Interest

Rate

1/ Other Non Federal Projects, including Lease Financing, were included as part of the EN Non Federal Category until 2010




Capital Investment Review, Spring 2012

=Absent other actions, BPA could run out of US Treasury borrowing authority in

FY 2016.

=A scenario was identified in the Capital Investment Review that successfully

extended access to US Treasury borrowing authority to the 10-year target using

a broad set of financing tools, as follows:

*$300 million of Transmission cash
reserves

*30% of Transmission’s capital
program being lease financed
$1.7 billion prepayment program
for Power

*$37 million of revenue financing
for Power and $61 million for
Transmission in 2022
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Possible Funding Tools

= Discussedin 2011

Prepay: Power only, customers prepay a portion of their current Power Sales
Agreement and receive credits over time.

Conservation: Power only, a portion of BPA’s conservation annual budget
could be financed through non-Federal financing.

Lease Financing: Transmission only, a third-party entity finances the
construction of Transmission assets and leases them to BPA.

Cash tools: Both Power and Transmission, includes use of the anticipated
accumulation of cash (AAC), reserve and revenue financing.

= Additional Tools

Alternate Transmission Financing: Transmission only, BPA could partner with
other entities to finance transmission assets through various arrangements.

Debt Management Actions similar to Debt Optimization to be coordinated
with Energy Northwest




Total Capital Investments

Base Capital with 5% Lapse
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2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
FY 2012* FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 Total
Transmission 575,500 624,878 629,420 577,454 584,236 528,960 506,239 375,831 385,950 501,506 501,506 5,791,480
Hydro 222,000 235,931 237,312 232,828 235,878 232,074 237,439 238,181 238,914 240,587 240,587 2,591,731
EE 175,000 75,200 75,200 92,000 94,760 97,603 100,531 103,547 106,653 109,853 109,853 1,140,200
Fish and Wildlife 60,000 67,145 60,275 41,807 36,650 30,795 28,646 44,806 45,033 43,599 43,599 502,355
Facilities, IT, Security 17,500 55,813 44,896 45,982 47,067 48,154 47,579 47,837 47,887 47,938 47,938 498,591

*FY 2012 is based on the borrowing plan
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Financing Tool Combinations to
Reach the Rolling 10-Year Target




*Power

Common Assumptions for the
Borrowing Authority Base Case

= For purposes of this presentation, the “base case” is more than just the typical updates to the repayment
study.

= As noted in the June meeting, updates since the January 2012 Capital in Review (CIR) Base Case include:

Updated projected borrowing assumptions.
Replacements: Updated for June Base capital
Updated interest rate forecast

Columbia River Fish Mitigation: Updated with the

latest Corps forecast of additions to plant/repayment
obligations.

Cougar Dam: Adjustments (reduction in
plant/repayment obligation) for the reclassification of
a water intake tower from power to common plant.
Energy Northwest Capital: Updated debt service for
forecasted CGS Capital requirements.

Independent Spent Fuel Storage Installation
Settlement: Restricted Proceeds were modeled to
call/retire CGS bonds.

Energy Northwest and Northern Wasco Refinancings

*Transmission

Updated projected borrowing assumptions
Replacements: Updated for the new Depreciation
Study survivor curves, plant (actual and forecast) and
escalation rates.

Updated interest rate forecast

Updated Lease Financing: New Lease Financing
advances added through May 15, 2012.

The Borrowing Authority base case also includes Power debt management actions discussed at the June
2012 meeting
e Depleted Uranium Enrichment Program (DUEP)
e CGS debt extension for 2014-2015
e Lewis County debt extension




Borrowing Authority Base Case

= While CGS debt extension is already assumed
for 2014-15, BPA plans to work with Energy

Northwest to analyze a full extension of CGS
debt.

= Full extension of CGS debt will effect the
amount of AAC in future years.
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Combinations to Reach 2022 -
Descriptions

_ Combination #1 Combination #2 Combination #3 Combination #4

Lease Financing 50% of  Lease Financing 50% of Lease Financing 50% of Lease Financing 50% of

. . Transmission’s capital Transmission’s capital ~ Transmission’s capital ~ Transmission’s capital
Lease Financing o o o o
program beginning in program beginningin  program beginningin program beginning in
2013 2013 2013 2013
$1,700 million in S500 million in $1,700 million in
prepayment of customer prepayment of customer prepayment of customer
power purchase power purchase power purchase
agreementsin 2014-21 agreementsin 2014-15 agreementsin 2014-21
3" Party Financing 70% 3 Party Financing 70% 3rd Party Financing 70%
Conservation of the Conservation of the Conservation of the Conservation
budget beginningin budget beginningin budget beginning in
2015 2015 2015
Remaining AAC is used Remaining AAC is used
AAC Not available to repay US Treasury to repay US Treasury Not available
debt debt
Transmission Reserve $15 million each year ~ $15 million each year ~ $15 million each year

$15 million each year

Financing




Combinations to Reach 2022 - Summary

Combination# 1 Combination #2 Combination #3 Combination #4

(millions)

Capital Program

1
2

3
4
5
6

Transmission

Hydro

EE

Fish and Wildlife
Facilities, IT, Security

Total Capital

US Treasury borrowing authority

7
8
9

Available Borrowing Authority (9/30/2011)
Treasury amortization

Total BPA US Treasury borrowing authority

Access to Capital Tools

10
11
12
13
14

15
16

Transmission Reserve Financing ($15m/year)
50% Lease Financing

Prepay

70% Conservation

Total Tools

AAC

Total Remaining Capacity

Total FY 2012-22 Total FY 2012-22 Total FY 2012-22 Total FY 2012-22

(85,791) (85,791) ($5,791) ($5,791)
(52,592) (52,592) ($2,592) ($2,592)
($1,140) ($1,140) ($1,140) ($1,140)
($502) ($502) ($502) ($502)
($499) ($499) (5499) (5499)

(510,524) ($10,524) ($10,524) ($10,524)

$4,757 $4,757 $4,757 $4,757

$2,788 $2,905 $2,910 $2,784

$7,545 $7,662 $7,667 $7,541
$165 $165 $165 $165

$2,508 $2,508 $2,508 $2,508

$1,700 $500 $1,700
$570 $570 $570

$4,943 $3,243 $3,743 $4,373

$517 $258
$1,964 $898 $1,144
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2014/15 | 2016/17 | 2018/19 | 2020/21 | 2022/23 | 2024/25 | 2026/27

Combination # 1 50% LF, $S1.7b prepay, 70% Conservation financing

Change from Base Case 0.0% 2.7% 0.5% 0.2% 0.4% 2.6% 3.8%
Combination # 2 50% LF, 70% Conservation financing, Use AAC

Change from Base Case 0.0% 0.0% (0.6%) (1.0%) (1.7%) (2.3%) (1.9%)
Combination # 3 50% LF, S500m prepay, 70% Conservation financing, Use AAC

Change from Base Case 0.0% 0.6% (0.3%) (0.3%) (0.5%) 0.4% 1.4%
Combination # 4 50% LF, $1.7b prepay

Change from Base Case 0.0% 2.6% 0.5% 0.2% 0.3% 2.5% 3.6%
Effects*

Change from Base Case 2.6% 3.7% 4.1% 4.0% 3.9% 2.9% 3.8%

*The same 50% Lease Financing scenario was used in all combinations.




Changes Since the Initial CIR
= |In this presentation there are more scenarios that meet the
10-year target than seen in the March CIR presentation.

= A few things have changed since that time that may allow us to
reach the 10-year target

e Lease Financing assumptions were increased after customer feedback
from 30% to 50%.

e Conservation Financing assumptions were increased from 50% to 70%
but begin in Fiscal year 2015 instead of 2013.

e We changed the way we treat the repayment study’s schedule of
appropriations repayment. Instead of accepting the study’s schedule of
repayment, we assumed that appropriations were only paid when due.
This resulted in an increase to borrowing authority of ~$400 million in
combination #1.

* In the various scenarios, if there was AAC still available, it was scheduled

to reduce capital expenditures.




Financing Tools




50% of Transmission’s
capital program is
third-party financed

Description*

Program Size $2,508 million

Business Line Transmission

*Access to lines of credit
*BPA internal
infrastructure
restrictions

Risks

*Tested and used tool
*Can be increased over
time

Advantages

Costs
Compared to
US Agency Rate

Currently 100 bps higher

*All scenarios include base case assumptions
**Dependent on customer incentive

[ ] [ ]
Individual Tools
|| teserwncme | resay-ben | Premy-low | comservation | RevenueFinancine

70% of the
Conservation
budget is third-
party financed
starting in 2015

Customer prepayment
of a portion of their
Power Sales
Agreement 2014-21

$1,700 million

Power

*Initial Execution
*Program sustainability
*Market risk

*Customer Participation

*Currently have regional
momentum

*Provides new access to
capital financing tool.

Tax-exempt - 75 bps
higher**

Taxable — 140 bps
higher**

Customer prepayment
of a portion of their
Power Sales
Agreement 2014-15

S500 million

Power

eInitial Execution
*Program sustainability
*Market risk

*Customer Participation

*Currently have regional
momentum

*Provides new access to
capital financing tool.

Tax-exempt - 75 bps
higher**

Taxable — 140 bps
higher**

No greater than a
2% Power and 5%
Transmission rate
impact. Includes
50% Lease

Financing.
S570 million $844 million:
Power: S417
Transmission: $427
Power Both

*Higher initial cost
*Challenge to
achieve

*Need a third-party
issuer
*Modification of
current contracts

*Feasible, cost- Tested and used tool
effective tool
*Successfully used in

the mid 90’s

7 year taxable: 100-
125 bps higher

7 year tax-exempt:
10-35 bps higher

Higher initial cost but
lower over time
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L E

50% Lease Financing

Change from Trans Base Case

Prepay - High

Change from Power Base Case

Prepay - low

Change from Power Base Case

Conservation

Change from Power Base Case

Revenue Financing
Change from Trans Base Case

Change from Trans 50% LF

Change from Power Base Case

Individual

2.6%

0.0%

0.0%

0.0%

5.4%

2.7%
1.5%

To

3.7%

2.6%

0.5%

0.0%

6.4%

2.5%
1.4%

4.1%

0.5%

(0.3%)

0.0%

6.6%

2.4%
1.3%

_ 2014/15 | 2016/17 | 2018/19 | 2020/21 | 2022/23 | 2024/25 | 2026/27

4.0%

0.2%

(0.2%)

0.1%

6.4%

2.3%
1.3%

ffec

3.9%

0.3%

(0.3%)

0.1%

6.2%

2.2%
1.3%

ts

2.9%

2.5%

0.6%

0.1%

6.1%

2.1%
1.3%

3.8%

3.6%

1.6%

0.5%

5.9%
2.0%
1.4%




Lease Financing Funding Levels

= BPA has set a goal to lease finance at least 50% of the Transmission capital program
starting in Fiscal year 2013. Stakeholders have asked why the target isn't higher.

= The executive sponsors of the Lease Financing Program have directed that all
eligible Transmission projects be lease financed. There are constraints to lease
financing:
e Can only be used for long-lived Transmission assets
e Excludes assets in Montana at this time

Construction can not rely on BPA inventory beyond set limits

Land, access roads, and retirements are not eligible

Inventory may not be lease financed

Assets must be taggable (and tagged)
= 50% is a stretch goal - BPA may be able to reach a higher percentage in the future.

For planning purposes, 50% is the portion BPA is comfortable planning to lease
finance given the constraints.

= For Fiscal year 2012, BPA is forecasting to lease finance 38% of Transmission’s
capital program.




Alternate Transmission Financing

= |n addition to lease financing, BPA has been considering several
opportunities to finance Transmission assets through various agreements
with customers.

= |deas being proposed are:

Prepay for capacity / capacity ownership (3rd AC model or variation)

Segmented physical ownership - this would preserve BPA's ability to lease
finance the segment of the project BPA would eventually own

Jointly owned facilities - this could require an ownership committee and could
significantly complicate and possibly preclude BPA's ability to lease finance the
project

Pre-paid transmission service

Customer built lines where BPA purchases capacity




Anticipated Accumulation of Cash




A D M 1

Summary of the AAC

Since the 1987 general rate case, BPA policy has been to determine revenue
requirements based on total accrued expenses (income statement). When
this is inadequate to cover cash requirements, Minimum Required Net
Revenue are added to the expenses to provide sufficient cash flows.

Current forecasts show Power Services revenue requirements could
accumulate significant cash in the 2016-2024 period.

This period is when most Energy Northwest debt is scheduled to be repaid,
which means that the Federal amortization payments scheduled for Power
will be relatively lower than in subsequent years.

The potential difference between non-cash elements and cash
requirements (the AAC) was $1.1 billion in last fall’s presentations.

Current forecast under the base case is $665 million, between Fiscal years

2016-24.




1 N ] s T R

What happened to the AA

= In 2014-15

* The presence of the AAC is highly sensitive to both repayment study results
and the forecasts of depreciation and amortization (particularly related to
short-lived investments.)

e Asdiscussed in the debt management workshop, extending CGS debt maturing
in 2014-2015 caused the repayment study to schedule significantly higher
Federal amortization in the coming rate period. This almost completely
eliminated the AAC in that period, reducing it to $9 million in 2015.

* Given the results of the repayment study, for purposes of these scenarios, we
chose to increase Federal amortization in that year by $9 million to eliminate
the AAC and to ensure equitable treatment of Slice and non-Slice customers.

= |n2016-24
* For every tool that resulted in AAC, we produced a corresponding scenario in

which the cash flows were used to reduce borrowing in that year by applying
the cash to fund capital investments.
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siions |NAividual Tools with and without the AAC
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Rate Effects of Individual Tools Combined with the AAC

_ 2014/15 | 2016/17 | 2018/19 | 2020/21 | 2022/23 | 2024/25 | 2026/27

Lease Financing, AAC

Change from Trans Base Case  2.6%  3.7% 4.1% 4.0% 3.9% 3.9% 3.8%
Prepay — low, AAC

Change from Power Base Case  0.0%  0.5% (0.4%) (0.3%) (0.6%) 0.3% 1.2%
Conservation, AAC

Change from Power Base Case  0.0%  0.0% (0.6%) (1.0%) (1.7%) (2.3%) (1.9%)




[ ] [ ]
Combinations
|| combinmtonst | combination#2 | Combinationss | Combination# | Combination #5 |

Lease Financing 50% Lease Financing 50% Lease Financing 50% Lease Financing 50% Lease Financing 50%

. . of Transmission’s of Transmission’s of Transmission’s of Transmission’s of Transmission’s
Lease Financing : , : : :
capital program capital program capital program capital program capital program
beginning in 2013 beginningin 2013  beginningin 2013 beginning in 2013 beginning in 2013
High - $1,700 million Low - $500 million in High - $1,700 million Low - $500 million of
in prepayment of prepayment of in prepayment of prepayment of
customer power customer power customer power customer power
purchase agreements purchase agreements purchase agreements purchase agreements
in 2014-21 in 2014-15 in 2014-21 in 2014-15
70% of the 70% of the I @G

Conservation budget

Conservation Conservation budget Conservation budget beginning in 2015

beginning in 2015 beginning in 2015

Remaining AAC is Remaining AAC is Remaining AAC is
AAC Not available used to repay US used to repay US Not available used to repay US
Treasury debt Treasury debt Treasury debt
Reaches the
Yes Yes Yes Yes No

Target?




(millions)

Capital Program

1
2

3
4
5
6

US Treasury borrowing authority

7
8
9

Transmission

Hydro

EE

Fish and Wildlife
Facilities, IT, Security

Total Capital

Available Borrowing Authority (9/30/2011)

Treasury amortization

Total BPA US Treasury borrowing authority

Access to Capital Tools

10
11
12
13
14

15
16

Transmission Reserve Financing ($15m/year)

50% Lease Financing
Prepay
70% Conservation

Total Tools

AAC

Total Remaining Capacity

Combinations

Combination# 1

Combination #2

Total FY 2012-22 Total FY 2012-22

(85,791) (85,791)

($2,592) (52,592)

($1,140) (51,140)
($502) ($502)
(5499) (5499)

($10,524)

(510,524)

Combination #3
Total FY 2012-22
(85,791)
(52,592)
(51,140)
($502)
($499)
(510,524)

Combination #4
Total FY 2012-22
(85,791)
(52,592)
(51,140)
($502)
($499)
(510,524)

Combination #5
Total FY 2012-22
(85,791)
(52,592)
(51,140)
($502)
($499)
(510,524)

$4,757 $4,757
$2,788 $2,905
$7,545 $7,662
$165 $165
$2,508 $2,508
$1,700
$570 $570
$4,943 $3,243
$517
$1,964 $898

$4,757
$2,910
$7,667

$165
$2,508

$500

$570
$3,743

$258
$1,144

$4,757
$2,784
$7,541

$165
$2,508

$1,700

$4,373

$1,390

$4,757
$2,910
$7,667

$165
$2,508
$500

$3,173

$260
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For complete description of combinations, see summary on slide 38
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2014/15 | 2016/17 | 2018/19 | 2020/21 | 2022/23 | 2024/25 | 2026/27

Combination # 1 50% LF, $S1.7b prepay, 70% Conservation financing
Change from Base Case 0.0% 2.7% 0.5% 0.2% 0.4% 2.6% 3.8%
Combination # 2 50% LF, 70% Conservation financing, Use AAC
Change from Base Case 0.0% 0.0% (0.6%) (1.0%) (1.7%) (2.3%) (1.9%)
Combination # 3 50% LF, S500m prepay, 70% Conservation financing, Use AAC
Change from Base Case 0.0% 0.6% (0.3%) (0.3%) (0.5%) 0.4% 1.4%
Combination # 4 50% LF, $1.7b prepay
Change from Base Case 0.0% 2.6% 0.5% 0.2% 0.3% 2.5% 3.7%
Combination #5 50% LF, S500m prepay, Use AAC
0.0% 0.5% (0.4%) (0.3%) (0.6%) 0.3% 1.2%

Effects*

Change from Base Case 2.6% 3.7% 4.1% 4.0% 3.9% 2.9% 3.8%

*The same 50% Lease Financing scenario was the same in all combinations. @
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Power Prepay Update

= BPA and two customers held conversations with the all three rating
agencies
e FitchRatings: July 17t
e Moody Investor Service: July 23"
e Standard and Poor’s: July 23"

= BPA s on target to release the Request for Offer on August 6™ with
responses due November 30t

= BPA has had input that the credit markets like the prepay program and
customers should be able to find funding through public offerings or
private placements




Debt Optimization Two

Another way to preserve borrowing authority would be to extend maturing
debt for EN’s WNP-1 and -3 to their maximum maturity of 2028.

If this program were to be implemented, it would be used to restore
borrowing authority in a given year to a predetermined amount to achieve
the 10-year target.

BPA will evaluate existing CGS debt differently than Projects 1 and 3 debt
given CGS license extension, and will consider it in light of ratepayer equity
over the long-term. CGS debt extension will not be included within the
context of a new debt optimization program, but will be analyzed
separately.

BPA does not intend to pursue this until there is a better understanding of
the success of the power prepayment program.

Executive management at BPA has serious reservations about this
possibility.




Options if the Prepay Program
Is not Fully Subscribed

Should the prepayment program not be fully subscribed in a given rate period, the
following options are available.

For example, if BPA is seeking $500 million of prepayment subscription, but only
receives $400 million, these alternatives could be used to obtain the other $100
million.

In this example, BPA could:

Increase reliance on conservation financing
Revenue finance by $100 million

Reduce or delay $100 million of the capital program that can only be
financed with borrowing authority

Or some combination of the above




Capital Project Prioritization

BPA is in the process of developing a methodology for prioritizing capital
projects.

A workshop will be held in August/September to share the proposed
framework.

A more fully developed methodology will be shared early in 2013.




Capital Program Modifications

= Another action that can be taken to ensure sufficient access to capital is to
reduce planned capital investment.

= During the current IPR process, participants may provide input on program
level forecasts and the assumptions supporting those forecasts.

= The Access to Capital Plan that will be developed by the end of the Fiscal
year will include consideration of reductions to capital, and any participant
comments received will be considered as that plan is developed.




Summary

= BPA has multiple financing tools it can utilize as part of its total access to
capital.

= These tools, when combined, help BPA maintain the availability of US
Treasury borrowing authority on a rolling 10-year basis.

= BPA would appreciate comments on the use of the various tools and cost
framework.

= Reductions to planned capital investments are another component of
ensuring Access to Capital.

= BPA will be drafting an access to capital plan to resolve this critical
challenge. This plan will be influenced by the comments received.

= BPA will offer a power prepayment program.

= BPA is planning to establish third-party conservation financing beginning in
Fiscal Year 2015.

= BPA will continue to aggressively pursue lease financing opportunities.




Non-Routine Extraordinary Maintenance
(NREX)
= What is NREX?

e Necessary work required for safe, reliable, operation and
maintenance of Corps and Reclamation dams

e Upcoming work is mostly associated with unit reliability,
water control, cranes and dam infrastructure (some of
which are joint items that require matching appropriations)

e NREX for FY 2014-15 include the following:

— Grand Coulee Third Powerplant overhaul,
— Minidoka generator 8 and 9 overhaul and

— turbine cavitation repairs, rings seal gate overhauls, bulkhead gate
rehabilitation, discharge tube and draft tube rehabilitation, turbine
guide bearings, fire protection and life safety requirements and other
equipment and maintenance/repairs




NREX Spending Levels

(Millions of Dallars)

Fy Fy F Fy F F Fy F
Reclamation 2012 2013 2014 2015 2016 2017 2018 2019 Total
GC-TPP Owerhaul F 17 0% 21 |§ 7§ 25|% 27 |F 24|§ 3 [§F 31|F 203
GC - Other Mon-Routine 7 7 14 15 14 18 11 11 o3
Other PP - Man Routine 2 2 4 5 4 2 4 4 27
Corps

| Corps Mon-Routine 18 | 15 | 1w 18] 18] 18 | 15 | 185 144
Total F 44|% 45§ E3|§ G4|% B3|F B2|§F GB4[F B4|F 472




Capital vs. Expense Accounting Treatment
and Financing

= This issue was discussed during the FY 2010 IPR
workshop. Key points from that discussion:

e Corps and Reclamation have determined NREX to be expense
per their respective capitalization policies

* BPA researched accounting treatment for NREX at other
utilities and PMAs and in general, the research has shown
that NREX is consistently expensed except for isolated cases
when treated as regulatory asset




Next Steps

If you need clarification or further information related to these
Access to Capital workshop materials, please email requests to
BPAfinance@bpa.gov

Participants have an opportunity to submit comments on BPA’s
Initial IPR Publication and proposed IPR levels during a ten
week public comment period beginning June 5, 2012 and
concluding August 10, 2012. Comments can be submitted
online; by email; or by mail to: BPA, P.O. Box 14428, Portland,
OR 97293-4428.

e Please send questions to: BPAFinance@BPA.gov




Integrated Program Review

Financial Disclosure

This information has been made publicly available by BPA on July
24, 2012 and contains information not reported in agency
financial statements.




Appendix




A Look at the Total Portfolio:

Federal Columbia River Power System (FCRPS)
Total Liabilities to Federal and Non Federal Parties
as of 9/30/2011

Energy Northwest Genera’t'on ($ m|II|ons) . Transm ISSIOn Other Non-Federal
$4,384 BPA Appropriations Projects $560
Witd. Avg. Int. 5.1% $369 . Wtd Avg. Int.
Corps of Engineers Witd. Avg. Int. 7.2% 3_9010/
\ Appropriations $2,675
Wid. Avg. Int. 6.0%

A/

Lower Snake Fish and Wildlife $233

Other Non-Federal \ Witd. Avg. Int. 7.1% Energy Northwest

Projects $156 T Bureau of Reclamation $1,173
Bonds Issued to o Treasury $1,773 '
Wtd Avg. Int. 5.0% !
9 ’ Treasury $1,170 Appropriations $631 wid. Avg. Int Wid. Avg. Int. 5.1%
Wid. Avg. Int. 6.9%

Bonds Issued to

Witd. Avg. Int. 4.0% 43%
Generation Transmission Total

$millions Liabilities WAL Liabilities WAL Liabilities WAI

Outstanding Rate Outstanding Rate Outstanding Rate
Total Appropriations */ $3,539 6.2 $369 7.2 $3,908 6.3
Total Bonds Issued to Treasury 1,170 4.0 1,773 4.4 2,943 4.2
Total Federal Liabilities $4,709 5.7 $2,142 4.9 $6,851 5.4
BPA Liabilities to Energy Northwest $4,384 5.1 $1,173 % 5.1 $5,557 5.1
BPA Liabilities to Other Non Federal Parties 156 5.0 560 3.9 716 4.2
Total Non Federal Liabilities $4,540 5.1 $1,732 4.7 $6,273 5.0
Total FCRPS Liabilities $9,250 54 $3,874 4.8 $13,124 52

1/ Federal Appropriation amounts are less than the amount per the FCRPS financial statements because the repayment obligation doesn't begin until
the related assets are placed in service. Appropriation amounts exclude appropriations for construction work still in progress (CWIP), which was
$217 million in FY 2011. Unspent appropriations received by the COE and BOR as well as some adjustments are also excluded.
2/ Transmission Services (TS) principal is different from the Non-Federal re payment obligation due to: 1) premium bonds issued, 2) timing differences,
and 3) transactions costs. TS is assigned the repayment obligation for these items, which equals the additional Federal prepayment made on TS' behalf.

NOTE: This data does not include irrigation assistance liability of $706 million at zero percent interest.

This information made publicly available by BPA in November 2011.
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Capital Related Revenue Requirement Components

Power Access to Capital Base Case

($thousands) 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Non-Federal Debt Service 514,368 439,667 564,056 571,607 562,810 355,181 401,175 380,003 390,697 399,704 328,474 107,644 113,388 114,134 107,504
Depreciation/Amortization 223,068 227,388 227,242 240,476 254,803 269,417 284,343 298,040 311,344 319,056 319,440 323,795 328,166 332,542 336,477
Federal Net Interest 1/ 239,565 251,522 263,947 275,804 292,051 310,360 332,222 349,209 364,661 376,153 391,378 407,001 413,460 421,652 427,703
MRNR - - - - - - - - - - - 40,616 43,862 47,337 63,651
Total Revenue Requirement 977,001 918,578 1,055,245 1,087,886 1,109,663 934,958 1,017,740 1,027,252 1,066,702 1,094,913 1,039,293 879,056 898,877 915,665 935,335
Cash Flow (AAC) 63 30 636 40,755 156,279 35,437 35,196 146,658 106,539 75,151 68,599 0 0 0 0
Transmission Access to Capital Base Case
($thousands) 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
1 Depreciation/Amortization 193,164 205,086 220,925 235,756 237,074 249,125 252,879 256,615 260,331 264,030 267,710 271,371 275,014 278,639 282,246
2 Interest Expense
3 DSR Interest 45,419 38,163 30,380 22,457 13,780 5,128 4,881 3,945 2,961 1,928 844
4 Non-Federal Interest 48,756 54,232 56,820 59,265 58,727 59,614 58,434 56,638 54,247 52,142 51,117 50,420 49,772 48,954 47,858
5 Federal Net Interest 99,284 119,546 149,608 183,163 211,194 236,296 249,120 267,539 282,892 301,814 319,425 333,381 344,492 358,967 362,425
6 MRNR 119,446 117,516 116,764 105,594 100,968 101,269 95,840 91,673 91,885 80,939 70,857 65,812 69,797 78,152 79,578
7 Total Revenue Requirement 506,070 534,542 574,497 606,235 621,742 651,433 661,154 676,409 692,316 700,853 709,953 720,983 739,075 764,713 772,107
0 0 0 0 0 0 0 0 0 0 0 0 0 0

8 Cash Flow (AAC) 0




Capital Related Revenue Requirement Components

($thousands)

50% Lease Financing
Depreciation/Amortization
Interest Expense

DSR Interest

Non-Federal Interest

Federal Net Interest
MRNR

Total Revenue Requirement

Revenue Financing
Depreciation/Amortization
Interest Expense

DSR Interest

Non-Federal Interest

Federal Net Interest
MRNR

Total Revenue Requirement

Transmission Revenue Financing Amounts

2014

0
27,275
(21,501)
13,842
19,616

0
27,275
(22,257)
44,576
49,594

31,452

2015
0

0
47,570
(37,474)
25,076
35,172

0

0
47,570
(39,818)
57,376
65,128

33,237

2016

0
67,770
(54,771)
28,050
41,049

0
67,770
(58,924)
62,140
70,986

35,162

2017

0
87,379
(72,242)
28,422
43,558

0
87,379
(79,931)
66,100
73,548

92,888

2018

0
105,691
(86,124)

26,319
45,885

0
105,691
(97,954)

67,750
75,487

42,370

2019

0
121,449
(98,838)

23,732
46,344

0
121,449
(113,106)
67,501
75,844

44,508

Changes From Base

2020

0
134,924
(110,265)
21,790
46,449

0
134,924
(127,105)
68,130
75,949

46,801

2021

0
149,934
(123,531)
20,473
46,876

0
149,934
(143,094)
69,369
76,209

49,279

2022

0
167,073
(138,520)
18,659
47,212

0
167,073
(160,938)
70,222
76,357

51,635

2023
0

0
184,561
(153,277)
16,285
47,569

0

0
184,561
(178,618)
70,519
76,462

54,345

2024

0
202,049
(167,758)
13,678
47,969

0
202,049
(197,175)
71,708
76,582

57,253

2025

0
219,538
(182,483)
11,366
48,420

0
219,538
(215,796)
72,994
76,736

60,273

2026

0
237,026
(196,423)
8,326
48,929

0
237,026
(231,739)
72,009
77,296

63,353

2027

0
254,514
(210,782)
5,636
49,368

0
254,514
(249,925)
72,903
77,492

66,483

2028

0
272,002
(225,465)
4,789
51,326

0
272,002
(266,372)
73,446
79,076

69,887




Capital Related Revenue Requirement Components

($thousands)

Prepay - high
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement
1/ or Cash Flow
Prepay - low
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement
1/ or Cash Flow
Conservation
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement

1/ or Cash Flow

2014
0

0
(5,334)
4,937

(397)
(63)

0

0
(5,622)
4,937

(685)

(63)

O O oo

o

2015
0

0
(14,001)
16,382

2,381
(30)

0

0
(15,460)
14,970
(490)
(30)
1,303

0
(1,538)
0

(236)

0

2016 2017 2018
0 0 0

0 0 0
(23,886) (36,877) (47,380)
97,245 85,854 0
73,359 48,977 (47,380)
(636) (40,755) (155,391)

0 0 0

0 0 0
(19,449) (18,730) (17,214)
49,364 9,244 0
20,914  (9,486) (17,214)
(636) (40,755) (50,000)
4479 8336 12,369
0 0 0
(4,821) (8,415) (12,140)
361 0 0
19 (79) 229
(997) (1,063)  (646)

2019
0
0
(58,091)
127,872

69,781
(35,437)
0

0
(15,787)
14,563
(1,224)
(35,437)
16,530
0
(15,960)
0

569

Changes From Base

2020 2021 2022
0 0 0
0 0 0
(66,941) (69,582) (68,093)
129,209 15,002 57,861

62,267 (54,581) (10,232)

(35,196) (146,658) (106,539)

0 0 0

0 0 0
(14,608) (13,185) (11,515)
14,805 0 0
198 (13,185) (11,515)
(35,196) (50,000) (50,000)
20,815 25230 29,726
0 0 0
(19,871) (23,898) (28,031)
0 0 0

944 1,331 1,695
(1) (1,205)  (721)

2023
0

0
(65,064)
89,254

24,190
(75,151)
0

0
(9,845)
0
(9,845)
(50,000)
34,238
0
(32,146)
0

2,093

0

2024 2025
0 0

0 0
(62,664) (61,265)
95,802 149,035
33,139 87,770
(68,599) 0
0 0

0 0
(8,175)  (7,224)
0 42,927
(8,175) 35,703
(49,998) 0
38,750 43,263
0 0
(36,233) (40,311)
0  (606)
2,517 2,346
2 (40,009)

2026
0
0
(60,158)
147,391

87,233
0

0

0
(6,720)
42,567
35,846
0
80,297
0
(43,806)
(34,129)

2,363

(9,733)

2027
0
0
(59,007)
150,173

91,166
0

0

0
(6,204)
42,928
36,724
0
116,571
0
(45,282)
(47,337)

23,951

21,024

2028
0
0
(58,003)
150,000

91,997
0

0

0
(5,710)
43,183
37,472
0
119,408
0
(46,431)
(63,651)

9,326

7,156




Capital Related Revenue Requirement Components

($thousands)

Revenue Financing
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement
1/ or Cash Flow

Power Revenue Financing
Amounts

AAC

Revenue Financing

Total

AAC

Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement

1/ or Cash Flow

Changes From Base

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(389) (1,777) (3521) (6,063) (10,690) (15428) (19,077) (24,349) (30,690) (36,492) (42,285) (47,598) (52,203) (57,371) (62,983)
31,756 33,351 35300 37,843 42,450 47,246 50,895 56,231 62,690 68,377 74,240 80,055 83,245 100,142 94,218
31,367 31,573 31,779 31,780 31,759 31,817 31,818 31,882 32,000 31,885 31,955 32457 31,042 42771 31,235
(63) (30) (636) (40,755) (156,279) (35,437) (35,196) (146,658) (106,539) (75,151) (68,599) 0 0 0 0
63 30 636 40,755 156,279 35437 35196 146,658 106,539 75151 68,599 - - - -
31756 33351 36,300 40056 48,043 47.246 50.895 61.941 67.452 68377 74242 85627 89338 106,558 111,802
31,820 33,380 36,936 80,811 204,322 82,683 86,091 208,599 173,991 143527 142,841 85627 89,338 106,558 111,802
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 ®) (490) (2,770) (4,923) (5,765) (7,906) (10,783) (12,847) (14,561) (15,375) (15,295) (15,237) (15,198)

0 0 0 0 0 0 0 0 0 0 0  (1,200) (914) (503) (761)

0 0 8) (490) (2,770) (4,923) (5,765) (7,906) (10,783) (12,847) (14,561) (16,575) (16,209) (15,740) (15,959)

©0) 0) (619) (39,638) (152,001) (35,437) (35,196) (142,643) (103,623) (75,150) (68,599) (39,416) (42,948) (46,834) (62,890)




Capital Related Revenue Requirement Components

($thousands)

Prepay - low, AAC
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement

1/ or Cash Flow

Conservation, AAC
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement
1/ or Cash Flow
Combination #1
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement

1/ or Cash Flow

Combination #2
see Conservation, AAC

2014

0
0
(5,622)
4,937
(685)

(63)

O O oo

o

0
0
(5,334)
4,937

(397)

(63)

2015 2016 2017 2018
0 0 0 0

0 0 0 0
(15,460) (19,449) (18,730) (18,456)
14,970 49,364 9,244 0
(490) 29,914  (9,486) (18,456)
(30)  (636) (40,755) (153,370)
1,303 4479 8336 12,369
0 0 0 0
(1,538) (4,821) (10,204) (22,713)
0 361 0 0
(236) 19  (1,868) (10,345)
0  (997) 39,716 159,248
1,303 4479 8336 12,369
0 0 0 0
(15,539) (28,717) (45,330) (59,576)
16,382 98,239 86,917 0
2,145 74,001 49,923 (47,207)
(30)  (636) (40,755) (156,037)

2019

0
0
(18,212)
14,563
(3,649)

(35,437)
16,530
0
(35,062)
0
(18,532)
35,437
16,530
0
(74,108)
127,874

70,295

(35,437)

Changes From Base

2020 2021 2022
0 0 0
0 0 0
(17,033) (16,739) (16,806)
14,804 0 0
(2,229) (16,739) (16,806)

(35,196) (144,011) (104,991)

20,815 25230 29,726

0 0 0
(42,173) (54,361) (69,742)

0 0 0
(21,358) (29,132) (40,016)
35,195 148,229 107,993
20,815 25230 29,726

0 0 0
(86,869) (93,558) (96,233)
129,209 16,206 58,581
63,155 (52,122) (7,927)

(35,196) (146,658) (106,539)

2023

0
0
(16,059)
0
(16,059)

(75,151)
34,238
0
(81,956)
0
(47,718)
75,151
34,238
0
(97,331)
89,253

26,160

(75,151)

2024 2025 2026 2027 2028
0 0 0 0 0
0 0 0 0 0
(14,911) (14,159) (13,536) (12,899) (12,292)
0 41,249 40,827 41,310 41,556
(14,911) 27,001 27,291 28,411 29,264
(68,599) 0 0 0 0
38,750 43,263 80,297 116,571 119,408
0 0 0 0 0
(92,559) (99,742) (103,157) (105,537) (107,907)
0 (1,827) (34,960) (47,337) (63,651)
(53,809) (58,305) (57,819) (36,303) (52,151)
68,603 (38,789) (8,902) 43,624 16,012
38,750 43,263 80,297 116,571 119,408

0 0 0 0 0
(99,018) (101,758) (104,418) (104,653) (104,356)

95,804 152,078 117,949 82277 79,439
35537 93,584 93,829 94195 94,491
(68,599) 0 0 0 0




Capital Related Revenue Requirement Components

($thousands)

Combination #3
Non-Federal Debt Service
Depreciation/Amortization
Federal Net Interest
MRNR 1/

Total Revenue Requirement
1/ or Cash Flow

Combination #4
see Prepay - high

Combination #5
see Prepay - low, AAC

2014
0

0
(5,622)
4,937
(685)

(63)

2015
1,303

0
(16,998)
14,970
(725)

(30)

2016
4,479
0
(24,281)
50,360
30,558

(636)

2017 2018
8,336 12,369

0 0
(27,183) (30,645)
10,308 0

(8,540) (18,276)

(40,755) (153,387)

2019
16,530
0
(34,215)
14,563
(3,122)

(35,437)

Changes From Base

2020 2021 2022
20,815 257230 29,726
0 0 0
(36,945) (40,665) (44,843)
14,804 0 0

(1,326) (15,436) (15,117)

(35,196) (144,045) (105,010)

2023
34,238
0
(48,202)
2
(13,962)

(75,151)

2024
38,750
0
(51,143)
0
(12,392)

(68,597)

2025
43,263
0
(54,465)
40,487
29,285

0

2026
80,297
0
(57,336)
7,134
30,095

0

2027

116,571

0
(57,843)
(27,363)

31,365

0

2028
119,408
0
(57,900)
(29,087)
32,421

0




ATTACHMENT C

DRAFT REQUEST FOR OFFERS AND CERTAIN APPENDICES
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JUNE 27, 2012 DRAFT ELECTRICITY PREPAYMENT

REQUEST FOR OFFERS

Request for Offers from Preference Customers. The Bonneville Power Administration
(BPA) issues this Request for Offers (“RFO”) on this date, [August 6, 2012], soliciting offers
from BPA’s preference customers to prepay for electricity (also referred to as “electric
power”) purchased from BPA pursuant to their existing power sales agreements (“PSAs”)
with BPA.
Preference Customers. Offers may be submitted by any preference customer that has
executed a PSA with BPA to purchase electricity through September 30, 2028. Preference
customers making offers (“Offerors”) may have a load-following PSA or a slice/block PSA,
or in the future could be served under a block only PSA. The Prepayment (defined below)
will be made pursuant to the contract formed by BPA’s acceptance of the related Offer(s)
(defined below) and a ‘springing amendment’ to applicable PSAs in the form of a revision to
Exhibit D of the existing PSAs (“Amendment”). The form of the Amendment is attached as
Appendix H.
(a) Timeline. Offers conforming to the requirements of this RFO must be submitted
to BPA no later than Noon, Pacific Time on November 30, 2012 (“Offer
Deadline”). Prepayments under this RFO shall be made no later than March 29,
2013 (“Prepayment Deadline”). This will provide approximately four months
after BPA accepts Offers for preference customers whose Offers are accepted
(“Awarded Customers”) to arrange for the marketing, pricing and closing of
Bonds (defined below) or otherwise to obtain the funds necessary to make the
Prepayments.
(b) Communications. Unless otherwise provided, communication by and between
BPA and preference customers, Offerors, Prepaying Customers, Awarded
Customers (each as defined or described herein) for all notices, filings and other
statements hereunder, including, any exercise of any right to under this RFO or
the contract formed by acceptance of Offers hereunder by BPA, shall be made
electronically to be followed immediately thereafter with the delivery of physical
documentation via express mail. Where signed documents are required, they shall
be provided by portable document format (PDF) followed immediately with
physical delivery of originals. For example, the set of documents required for a
conforming Offer requires the submission of several documents, some of which
must be executed. Given the time sensitive nature of the submission of Offers
and acceptance thereof by BPA, PDF signatures are required in the submission of
Offers.

Communications to BPA shall be addressed to:

Jon M. Dull, Manager Debt and Investment Management
Bonneville Power Administration

Routing: FTC-2

905 NE 11th Avenue

Portland, OR 97232

Email: jmdull@bpa.gov or powerprepays@bpa.gov
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(©) Value of Electricity the Purchase Price of Which May Be Paid through
Prepayments. This RFO invites preference customers to offer to prepay for
electricity to be delivered by BPA in discrete increments (“Blocks™). The
maximum number of offered Blocks that BPA will accept under this solicitation
will be announced by BPA not later than fourteen (14) calendar days prior to the
Offer Deadline. Each Block will represent the right to prepay the purchase price
for $50,000 value of electricity from BPA each month during the period
commencing on a date specified in the RFO (“Credit Commencement Date””) and
ending September 30, 2028.

@) Credit Commencement Date. The Credit Commencement Date is the first
calendar day of the first full calendar month after the Prepayment
Deadline and corresponds to the first day of power sales to which
Prepayments will relate. The Commencement Date is April 1, 2013.
Prepayment Credits (defined below) accruing for a month will be
available to offset payment obligations otherwise due to BPA with
respect to that month under Section 16.2 of the PSA.

(ii) Value of Electricity Offered. BPA expects that the maximum value of
electricity for which Prepayments will be accepted under this RFO will
be between $2.25 million per month (45 Blocks) and $6.0 million per
month (120 Blocks). The expected aggregate Prepayments will not
exceed (A) BPA’s estimated capital expenditures for federally-owned
hydroelectric facilities of the Federal Columbia River Power System in
Fiscal Years 2014-2015 as set forth in BPA’s Fiscal Year 2014-2015
Power Rate Case, Integrated Program Review, plus (B) BPA’s actual
capital expenditures for such hydroelectric facilities to the extent they
were funded in Fiscal Year 2013 from cash reserves in the BPA fund in
anticipation of later borrowings from the United States Treasury (BPA
frequently refers to this practice as “deferred borrowing”). BPA expects
that the aggregate Prepayments it would accept could be in the range of
$300 million to $600 million under this RFO.

(d) Right to Amend the RFO. BPA reserves the right to cancel, amend and clarify
the terms and conditions of this RFO at any time prior to the Offer Deadline,
provided, that, such amendments or clarifications will be communicated by BPA
not later than five (5) business days prior to the Offer Deadline, as such date may
be amended. BPA may cancel the RFO at any time for any reason. BPA assumes
no obligation to reimburse preference customers for any expenses in preparing an
Offer.

©) Formation of Contract. Upon the acceptance by BPA of any and all Offers, as
provided herein, the terms of this RFO shall constitute a binding contract by and
between BPA and each Offeror with respect to each of its Offers that BPA has
accepted.

3. Schedule of Value of Electricity to Be Delivered by BPA Each Month to Which
Prepayments May Apply. As provided in the Amendment, see Appendix H, each Awarded
Customer that makes its required payment (“Prepaying Customer”) shall be entitled to
monthly reductions (“Prepayment Credits”) for the period from the Credit Commencement
Date through September 30, 2028, reflecting the value of electricity attributable to its
Prepayment for each such month. Prepayment Credits are associated with and reflect the right
to receive delivery of a specified value of electricity from BPA each month. As provided in
the Amendment, see Appendix H, the Prepayment Credits are the dollar amounts that the
Prepaying Customer would have paid in the related month but for the amount it prepaid, and
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shall be shown on the Prepaying Customer’s monthly power bill as reductions to the amount
that otherwise would be payable with respect to the Prepaying Customer’s purchases of
electricity from BPA. In return, the Prepaying Customer shall make a lump sum cash
payment with respect to each Offer of a Block that BPA has accepted (“Prepayment”) to BPA
no later than the Prepayment Deadline. While each Prepaying Customer will aggregate its
Prepayments into a single payment to BPA, each Offer is associated with an individual
Prepayment.

(a)

(b)

(©)

Prepayments for Electricity. As provided in the Amendment, except in
connection with deemed assignments of Prepayment Credits by BPA to other
purchasers of electricity and possibly in connection with any accumulation of
unused Prepayment Credits, each as set forth in Section #.3 of the Amendment,
see Appendix H, Prepayment Credits apply only to payments the Prepaying
Customer otherwise would be required to make to BPA for each month as a
result of the Prepaying Customer’s purchases of electricity from BPA during that
month pursuant to the Prepaying Customer’s PSA. For avoidance of doubt, a
Prepayment does not entitle the Prepaying Customer to payment credits for
transmission or related services or any other products, apart from electricity, that
it purchases from BPA, or for any other obligation, apart from the purchase of
electricity, that the Prepaying Customer owes to BPA.

Fixed Value of Prepaid Electricity. As provided in the Amendment a Prepaying
Customer’s Prepayment is not for a fixed quantity of electricity. Rather, a
Prepayment is and will be treated as meeting the obligation of the Prepaying
Customer (or any deemed assignee of Prepayment Credits under Section #.3 of
the Amendment, see Appendix H) to make payment to BPA for a fixed monthly
value of electricity. As provided in the Amendment, the quantity of electricity to
which the Prepayment applies shall vary, depending on BPA’s rates and rate
schedules that apply to electricity purchases by the Prepaying Customer (or
BPA’s rates and rate schedules that apply to electricity purchases by any deemed
assignee of Prepayment Credits under Section #.3 of the Amendment, see
Appendix H). The schedule of the value of electricity to be prepaid each month
will be fixed, as provided in the Amendment, and will not be subject to change
after the associated Prepayment is made and the Amendment takes effect.
Prepaid Electricity and Prepayment Credits May Not Be Assigned. Prepaying
Customers shall not be permitted to assign their rights to the prepaid electricity or
the related Prepayment Credits to any other person; however, it is possible that
certain deemed assignments of Prepayment Credits could be made by BPA under
circumstances described in Section #.3 of the Amendment, see Appendix H.

4. Auction Process / Adjustments.

(a)

(b)

Blocks. Each offer to purchase a Block shall be made by the Offeror delivering to
BPA a form attached as Appendix A (each an “Offer,” although an Offeror may
submit a number of individual Offers through a single Form of Offer as described
in Appendix A). Each Offer shall specify a “Purchase Price,” meaning the
Prepayment amount the Offeror is willing to pay for a Block. Offerors may
submit multiple Offers, each for the purchase of a single Block, although the
aggregate number of Offers an Offeror may submit is subject to the limits
described in Paragraph 4(b). An Offeror may (but need not) offer a different
Purchase Price for each Block offered.
Offers Limited.
(1) Prepayment Limit. Each preference customer is limited in the number of
Blocks it may offer to purchase. The limit is the lesser of (A) the
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estimated credits that could be provided to the preference customer in
connection with Net Billing Agreements in Contract Years 2014 —2018
assuming no BPA direct payments to Energy Northwest, and (B) 50% of
the smallest amount expected to be paid to BPA by the Offeror under its
PSA for firm power purchased during any Contract Year from Contract
Years 2014 through Contract Year 2018. See Appendix B.

(ii) Confidential Communication of Prepayment Limit to Each Preference
Customer. BPA will determine and provide separately to each preference
customer, on a confidential basis, the maximum number of Blocks for
which the preference customer may submit Offers consistent with the
foregoing limitation in Paragraph 4(b)(i). To receive the foregoing
information regarding the maximum number of Blocks a preference
customer may offer, it must send BPA an electronic communication
requesting the information no later than 5:00 PM on October 15, 2012.

No Partial Blocks. Each Offer shall be for the purchase of a single whole Block;

however, under circumstances outlined in Appendix C, a preference customer

may participate in the purchase of a partial block if it enters into a financial
arrangement with another Prepaying Customer that acts as a consolidator.

Certification of True Interest Cost. Each Offeror that wishes to have available

the Offeror Off-Ramp described in Paragraph 6(c)(ii) must include in its related

Offer(s) (i) a certification of the Offeror’s estimated true interest cost on

indebtedness that might be issued to finance the Offeror’s Prepayment assuming

the indebtedness were issued on the day of the Offer Deadline, computed as set
forth in Appendix A (“TIC”), and (ii) a certification of the differential (“Initial

Spread”) between (A) the published yield on such date on 10-year U.S. Treasury

obligations, as communicated by BPA to potential Offerors by 7:00 AM Pacific

Time on the day of the Offer Deadline, and (B) the TIC, in each case confirmed

by a certification of the Offeror’s independent financial advisor (“Advisor”), on

the form set forth in Appendix A. The Offeror Off-Ramp described in Paragraph

6(c)(ii) shall be available to an Offeror only if its related Offer(s) has met the

conditions establishing the Off-Ramp right.

Market Clearing Price. In general, BPA will accept Offers for Blocks based on

the Offer(s) that provide(s) the highest Purchase Price (i.e., the largest

Prepayment) that ‘clears the market’ (“Market Clearing Purchase Price”). The

Market Clearing Purchase Price is the highest Purchase Price which, together

with all other offered Blocks at that or a greater Purchase Price, provides BPA

with an aggregate amount of Prepayments that BPA determines is appropriate.

All Awarded Customers shall pay the Market Clearing Purchase Price for each

offered Block that BPA accepts. Thus, with respect to an offered Block, it is

possible that an Awarded Customer may become obligated to provide a lower

Prepayment (i.e., Purchase Price) than the amount that it submitted in its

accepted Offer(s) if the Market Clearing Purchase Price is lower than Purchase

Price submitted in the accepted Offer(s).

Certification of Authority to Issue Bonds. Each Offer must include a

certification substantially in the form attached as part of Appendix A to the

effect that any bonds, notes or other indebtedness (“Bonds”) proposed to be
issued to fund a Prepayment are authorized under applicable federal, state and
local law, as well as any applicable resolutions, charters, bylaws or other rules or
regulations that apply to the Awarded Customer or to any other entity that is
proposed to issue Bonds to fund the Prepayment.
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Certification of Independent Offer(s). Any collusion among Offerors in
establishing the number of Blocks offered or the Purchase Price offered for any
Block is prohibited. Each Offer must include a certification of independent offer
by the Offeror, substantially in the form attached as Appendix D.

Evaluation and Acceptance of Offers.

(1)

(ii)

(ii1)

(iv)

BPA Evaluation of Offers. As soon as reasonably practicable following
the Offer Deadline, but in no event more than two (2) business days
thereafter, BPA will complete its evaluation of the Offers received to
determine (A) which Offers conform to the RFO, and (B) the aggregate
amount of conforming Offers (if any) that BPA will accept, up to the
maximum amount theretofore specified by BPA. This evaluation will be
made without regard to how an Offeror proposes to fund its Prepayment.
Nonconforming Offers. BPA, in its discretion, may advise any Offeror
that has submitted a nonconforming Offer of the manner in which the
Offer fails to conform to the RFO, in which case the Offeror may submit
a revised Offer. Any such revised Offer must be submitted to BPA no
later than 5:00 PM Pacific Time on the day of the Offer Deadline.

Initial Spread. By 5:00 PM Pacific Time on the second business day

after the day of the Offer Deadline, BPA will notify on a confidential

basis each Offeror whose Offer(s), included the Offeror Off-Ramp under

Paragraph 6(c)(ii)(A) and whose Offer(s), BPA believes is/are potentially

acceptable whether (A) BPA concurs with the certified Initial Spread

included in the related Offer(s), and (B) if BPA does not concur with the
certified Initial Spread, the Initial Spread that BPA determines is
appropriate. By Noon Pacific Time on the third business day after the
day of the Offer Deadline, if the Offeror and BPA have not agreed upon
an Initial Spread that will apply to the Offeror, then either (Y) the

Offeror may advise BPA that the Offeror opts to forego the Off-Ramp

described in Paragraph 6(c)(ii)(A), or (Z) the Offer will be considered to

be a nonconforming Offer.

BPA Acceptance of Offers. By 5:00 PM Pacific Time on the third

business day after the original deadline for submitting Offers, BPA will

advise all Offerors of (A) the aggregate number of Blocks that BPA is

accepting, (B) the Adjustment Cap (defined in Paragraph 5(c)), and (C)

the Market Clearing Purchase Price applicable to all offered Blocks that

BPA is accepting. BPA will accept Offers by executing the applicable

Amendments as provided in Paragraph 7.

(A) Over-Subscription. If conforming Offers are made for more than one
Block at the Market Clearing Purchase Price, BPA will accept all
such Offers, subject to the limit described in Paragraph 2(c)(ii) or
such other lower aggregate amount of Prepayments that BPA
determines to accept. If BPA determines to accept fewer than all
conforming Offers originally made at the Market Clearing Purchase
Price, BPA may accept conforming Offers originally made at the
Market Clearing Purchase Price by lottery.

(B) Under-Subscription/Invitations to Re-Offer. If BPA determines that
the potentially acceptable Offers will not provide Prepayments in an
aggregate amount sufficient to meet BPA’s purposes, BPA reserves
the right and ability to and may invite Offerors whose offered
Purchase Prices were lower than the Market Clearing Purchase Price
to re-offer at the Market Clearing Purchase Price. BPA will extend
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the invitations to re-offer in order ranked on the basis of the original
Offers that were closest to the Market Clearing Purchase Price.

(1) Price Paid for Accepted Offers. The Market Clearing Purchase Price will apply
with respect to all accepted Offers.

() Rejection of All Offers / Reservation Price. BPA will establish a reservation
price. If BPA accepts any Offer(s) it will communicate the reservation price it
used to all Offerors by the end of the third business day after the day of the Offer
Deadline. BPA reserves the right to reject all Offers without regard to its use or
establishment of a reservation price.

5. Market Rate Adjustment. If and only if an Awarded Customer has so designated in its
Offer(s), the Purchase Price to be paid for the related Offer(s) accepted by BPA will be
subject to later adjustment (“Market Rate Adjustment”) to reflect the change in yield of 10-
year U.S. Treasury obligations between (Y) the day of the Offer Deadline (using the
published yield on 10-year U.S. Treasury obligations at the close of the business day
immediately preceding the day of the Offer Deadline, as will be communicated by BPA to
potential Offerors no later than 7:00 AM Pacific Time on the day of the Offer Deadline) and
(Z) 5:00 PM Pacific Time on the date that the Awarded Customer elects to lock in a Market
Rate Adjustment for such Offer, as provided in a notice to BPA (“Lock-In Date”). Thus, if an
accepted Offer does not specify that the Awarded Customer is electing into the Market Rate
Adjustment, the Market Clearing Purchase Price shall be the amount specified in the accepted
Offer. The Market Rate Adjustment is subject to a cap, as provided in Paragraph 5(c).

(a) Lock-1n Date. The Lock-In Date shall not be earlier than three (3) business days
following the date of the notice; provided that, in no instance shall the Lock-In
Date be later than the tenth business day prior to the Prepayment Deadline, and if
the Awarded Customer has not established by notice to BPA a Lock-In Date that
is a date before the tenth business day prior to the Prepayment Deadline, the
Lock-In Date shall be the tenth business day prior to the Prepayment Deadline.
An Awarded Customer may cancel the Lock-In Date designated in its notice at
any time prior to 5:00 PM Pacific Time on the designated Lock-In Date, effective
at the time BPA receives notice thereof, at which point the Awarded Customer
shall be free to designate a new Lock-In Date by notice to BPA, subject to the
limitation in the prior sentence that in no instance shall the Lock-In Date be later
than the tenth business day prior to the Prepayment Deadline.

(b) Separate Lock-1n Date for Each Offer. The Lock-In Date applies on an Offer
basis, not on an Awarded Customer basis. For example, an Awarded Customer
may elect to have a Lock-In Date in connection with a Prepayment for a Block
which is expected to be funded with the issuance of Bonds and another Lock-In
Date in connection with a Prepayment for a Block which is expected to be funded
from cash-on-hand.

(©) Adjustment Cap. The Market Rate Adjustment shall not exceed a percentage,
expressed in basis points, announced by BPA when it accepts the Offers
(“Adjustment Cap”). The Market Rate Adjustment will increase or decrease the
applicable Purchase Price (i.e., Prepayment amount) as provided in Appendix E,
subject to the Adjustment Cap.

(d) Verification of Market Rate Adjustment. On or before the second business day
after a Lock-In Date applicable to an accepted Offer, BPA will notify the
Awarded Customer of the amount of the Market Rate Adjustment for the related
Offer(s), and the Awarded Customer shall have the opportunity to verify the
accuracy thereof prior to the Prepayment Deadline. In the event of a dispute over
the Market Rate Adjustment which is not resolved by the Prepayment Deadline,
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the Awarded Customer shall make its Prepayment on or before the Prepayment
Deadline in the amount determined by reference to the BPA-determined Market
Rate Adjustment, subject to final resolution under the dispute resolution
provisions of the PSA applicable to disputed bills.

6. Funding Prepayments / Off-Ramps.

Timing. The Prepayment must be made on or before the Prepayment Deadline.
Awarded Customers may choose to pay BPA before the Prepayment Deadline,
but the Prepayment amount will not be adjusted for early payment.

Source of Funding. Awarded Customers will have flexibility to fund their
Prepayments from whatever source(s) they choose (for example, cash-on-hand;
proceeds from the issuance of Bonds), so long as the funding is consistent with
applicable law, the terms of the PSAs, and the principles described in this RFO.
Offeror Off-Ramps.

(a)

(b)

(©)

(1)

(ii)

(iii)

Adjustment Cap Off-Ramp. An Awarded Customer that elects in an Offer
to have the Market Rate Adjustment apply may elect not to make its
Prepayment with respect to that Offer if, on the applicable Lock-In Date,
the Adjustment Cap is in effect.

Bond-Related Off-Ramps. An Awarded Customer that submits an Offer

advising BPA that the Awarded Customer expects to issue Bonds to fund

the Prepayment may elect not to make its Prepayment with respect to that

Offer if:

(A) the estimated differential between the TIC on Bonds described in the
Awarded Customer’s Certification of Expected True Interest Cost
and Initial Spread and the TIC on 10-year U.S. Treasury Obligations
(“Termination Spread”) as of the Lock-In Date has increased above
the Initial Spread by more than 25 basis points (0.25%), determined
as provided in Appendix F; or

(B) on the applicable Lock-In Date for the Offer, or in the twenty-one
(21) calendar days thereafter (but in no event later than the business
day before the Prepayment Deadline), any of the conditions
described in Appendix G exists and such condition has resulted or
will result in the failure (i) to achieve an executed Bond Purchase
Agreement for the Bonds, or (ii) to close the related Bond sale.

Termination Notices.

(A) To exercise the right to terminate under Paragraph 6(c)(i), the
Awarded Customer must provide to BPA on the Lock-In Date an
irrevocable notice of termination and a good faith estimate that the
Adjustment Cap is in effect.

(B) To exercise the right to terminate under Paragraph 6(c)(ii)(A), the
Awarded Customer must provide to BPA on the Lock-In Date an
irrevocable notice of termination and a good faith estimate
(confirmed by a certification from the Advisor which certified the
Initial Spread), that_ the Termination Spread as of the Lock-In Date is
expected to be greater than the Initial Spread by more than 25 basis
points (0.25%).

(C) To exercise the right to terminate under Paragraph 6(c)(iii)(B), the
Awarded Customer must provide BPA with an irrevocable notice of
termination, together with a certification by it that one or more of the
conditions described in Appendix G exists on the date of termination
and has or will result in the failure (i) to achieve an executed Bond
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Purchase Agreement for the Bonds, or (ii) to close the related Bond
sale.
Effect of Termination Notice. The right and obligation of the Awarded
Customer to make its Prepayment with respect to an accepted Offer shall
terminate upon delivery of a notification to BPA under Paragraph
6(c)(iii) with regard to Paragraphs 6(c)(i), 6(c)(ii)(A) or 6(c)(ii)(B);
provided, however, that in lieu of termination under this Paragraph 6(c),
the Awarded Customer may specify a new Lock-In Date by notifying
BPA thereof in accordance with Paragraph 5(a).
Reimbursement of Costs. If an Awarded Customer exercises a

termination election under this Paragraph 6(c) with respect to any
accepted Offer, BPA will reimburse the Awarded Customer for up to
$100,000 of reasonable out-of-pocket costs incurred by the Awarded
Customer in connection with any proposed issuance of Bonds to fund the
Prepayment(s) or the proposed use of other available cash to fund the
Prepayment(s), which would not have been incurred by the Awarded
Customer but for BPA’s acceptance of the terminated Offer(s), in each
case to the extent those costs were incurred during the period
commencing on the date on which BPA accepted the Offer(s) through
and including the date of the Awarded Customer’s termination. If an
Awarded Customer terminates only some of its Prepayment obligations,
then BPA shall not be obligated to reimburse any costs that the Awarded
Customer would have incurred in any event with respect to the accepted
Offers that are not terminated.

(d)  BPA Off-Ramps.

(1)

(i)

If Bond Financing Is Expected. Where an Offer indicates that the
Awarded Customer or another entity is expected to issue Bonds to fund
the related Prepayment(s), BPA may for any reason and without cause, at
any time before an applicable Lock-In Date for the Offer, terminate its
right and obligation to receive the Prepayment and provide the related
Prepayment Credits. Such termination shall be effective upon notice to
the Awarded Customer; provided, that, for such notice to be effective it
shall be delivered to the Awarded Customer no later than 2:00 PM
Pacific Time on the business day before the Lock-In Date.

If Bond Financing Is Not Expected. Where an Offer indicates that the
Awarded Customer or another entity is not expected to issue Bonds to
fund the related Prepayment, BPA may, for any reason and without cause
at any time before the Prepayment Deadline, terminate its right and
obligation to receive the Prepayment and provide the related Prepayment
Credits. Such termination shall be effective upon notice to the Awarded
Customer; provided, that, for such notice to be effective it shall be
delivered to the Awarded Customer no later than 2:00 PM Pacific Time
on the business day before the Prepayment Deadline. In such an instance,
BPA shall immediately return any funds theretofore were transferred to
BPA by the Awarded Customer in respect of its Prepayment obligation
prior the termination and/or the Prepayment Deadline.

If BPA exercises the termination right described in this Paragraph 6(d)(i) or
Paragraph 6(d)(ii), BPA will reimburse the Awarded Customer for up to
$100,000 of reasonable out-of-pocket costs incurred by the Awarded Customer in
connection with any proposed issuance of Bonds to fund the Prepayment(s) or
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the proposed use of other available cash to fund the Prepayment(s), in each case
to the extent those costs were incurred during the period commencing on the date
on which BPA accepted the Offer(s) through and including the date of BPA’s
termination, but only to the extent those costs would not have been incurred by
the Awarded Customer but for BPA’s acceptance of the terminated Offer(s). If
BPA terminates only some of an Awarded Customer’s Prepayment obligations,
then BPA shall not be obligated to reimburse any costs that the Awarded
Customer would have incurred in any event with respect to the accepted Offers
that are not terminated.

Amendments to Existing PSAs. The Amendment must be executed by the Offerors as part
of their Offer(s), and if the Offer(s) are accepted by BPA, will be executed by BPA. The
execution by BPA of an Amendment will constitute BPA’s acceptance of the related Offer(s),
consistent with Paragraph 4 above. Once executed by BPA, the Amendment shall take effect
on the Prepayment Deadline, but only if BPA has received the Prepayment on or before the
Prepayment Deadline, and no termination under Paragraph 6(c) or 6(d) has occurred. All
other provisions of the existing PSAs with Prepaying Customers shall remain unchanged.

Bonds Issued to Fund Prepayment(s) Will Not Be Guaranteed by BPA. BPA will not
provide any guarantee of the payment of principal of or interest on any Bonds issued by or for
the benefit of any Awarded Customer to fund its Prepayment(s) or to refund or refinance such
Bonds.

(a) Disclosure. If Bonds are issued to fund a Prepayment, disclosure materials are
prepared with respect to those Bonds, and the disclosure materials include a
description of the Amendment, then the disclosure materials also shall include the
following statement: “The [Bonds] are not a debt or other obligation of Bonneville
Power Administration, and the [Bonds] are not a charge on the full faith and credit
of Bonneville Power Administration or on the Bonneville Fund.”

(b) Pledging Remittances. The Awarded Customer may pledge or otherwise grant a
security interest in (i) BPA’s remittances of cash reflecting BPA’s deemed
assignments of electricity for an Awarded Customer in Section #.3 of the
Amendment, see Appendix H , and (ii) money damages arising from any breach by
BPA of its obligations under the Amendment. However, any such pledge shall not
provide or purport to provide the pledgee with any right to bring any legal action
against BPA to enforce rights of the Awarded Customer against BPA.
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APPENDIX A
OFFER

PLEASE NOTE: To constitute a conforming Offer, the Offeror must submit more than a
single Offer form if the Offeror is offering to purchase more than one Block but only if (i)
the Offeror expects to fund its Prepayment for one or more Blocks through the issuance of
Bonds and to fund its Prepayment for one or more Blocks without the issuance of Bonds, (ii)
the Offeror elects to have the Market Rate Adjustment under Paragraph 5 of the RFO
apply to some but not all of its Offers, or (iii) the Offeror establishes the Bond-Related Off-
Ramps under Paragraph 6 of the RFO for some but not all of its Offers. Conversely, an
Offeror may bundle a number of Offers using a single Offer form, but all Offers so bundled
must have identical terms.

Part 1. Definitions
Unless otherwise provided, capitalized terms in this Offer shall have the meanings assigned to

such terms in the Request for Offers of Bonneville Power Administration (“BPA”), dated [August
6], 2012, (the “RFQO”).

Part I1. Offers
Pursuant to the RFO, [ ] (“Offeror”) hereby offers to purchase
Blocks from BPA as follows:
Number of Blocks Purchase Price per Block™
. A $
4 $
. $
— $
- $
B $
Part I11. Certification of Authority to Issue Bonds

For all Offer(s) submitted herein, Offeror must elect one of the following Alternatives:

[Alternative #1: The Offeror does not propose to issue Bonds to fund any portion of its
Prepayment pursuant to the Offer(s) made herein.]

" Adjusted as set forth in Part V.
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Alternative #2: The Offeror has authority under applicable federal, state and local law, as well as
under any applicable resolutions, charters, bylaws or other rules or regulations which apply to the
Offeror, to issue Bonds to fund its offered Prepayment(s) pursuant to the Offer(s) made herein.]

Alternative #3: The Offeror expects [ ] (the “Bond Issuer”) to issue Bonds for
the benefit of the Offeror to fund a portion or all of the Offeror’s Prepayment(s) pursuant to the
Offer(s) made herein. The Bond Issuer has authority under applicable federal, state and local law,
as well as under any applicable resolutions, charters, bylaws or other rules or regulations which
apply to the Bond Issuer, to issue Bonds to fund the offered Prepayment(s) pursuant to the
Offer(s) made herein.]

Offeror hereby elects Alternative _ for each Offer submitted herein. Initial here:

Part IV. Estimated TIC and Initial Spread, Applicable Only to Offers to be
Financed with Bonds

If Offeror has selected Alternative # 2 or Alternative # 3 in Part III, the Offeror may establish an
Off-Ramp under Paragraph 6(c)(ii) of the RFO by providing the information in (1) — (4) of this
Part IV as part of this Offer. Failure to provide such information shall mean that the Offeror has
irrevocably waived its right to that Off-Ramp.

For purposes of this Part I'V:

= “Tested Bonds” means Bonds with characteristics described in (1) below that
might be issued on or before April 1, 2013 to finance all or a portion of the
Prepayment with respect to this Offer, with level monthly payments of principal
and interest (or level monthly deposits to a mandatory debt service sinking fund),
commencing May 1, 2013 and ending October 1, 2028.

= “True Interest Cost” or “TIC” means with respect to Tested Bonds, the rate of
interest, compounded semiannually, that would be required to discount (i) the
payments of principal and interest to holders of Tested Bonds to maturity to (ii)
the purchase price paid by buy-and-hold investors in the Tested Bonds. Thus,
TIC on Tested Bonds is determined without regard to costs of issuing the Tested
Bonds, funded interest, any amounts deposited to a debt service reserve account,
or amounts paid for bond insurance or other credit enhancement with respect to
the Tested Bonds.

(1) As of the Offer Deadline, the Offeror reasonably expects that Bonds with the
following general characteristics [for example, the Offeror’s senior lien
electric system revenue bonds, the Offeror’s subordinate lien electric
revenue bonds, other] will be issued to fund the Prepayment required
pursuant to the Offer(s) made herein:

[ ]

(2) Under conditions in the capital markets as of the Offer Deadline, the Offeror
reasonably expects the TIC on Tested Bonds to be no more than [Y.YY]
percent per annum (carried out to the second decimal).

(3) Consequently, under conditions in the capital markets as of the Offer
Deadline, the Offeror reasonably expects the TIC on Tested Bonds will

11
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exceed the yield on 10-year Treasury obligations at the close of business on
the business day immediately preceding the day of the Offer Deadline (as

communicated by BPA to potential Offerors under Paragraph 4(d) of the
RFO) by no more than [Z.ZZ] percent per annum (carried out to the second

decimal) (“Initial Spread”).

Part V. Market Rate Adjustment
For all Offer(s) submitted herein, Offeror must elect one of the following Alternatives:

Alternative #A: The Offeror elects to apply the Market Rate Adjustment to the Purchase Price set
forth in Part .

Alternative #B: The Offeror elects not to apply the Market Rate Adjustment to the Purchase Price
set forth in Part I.

The Offeror hereby elects Alternative # for each Offer submitted herein. Initial here:
Part VI. Authority of the Undersigned

The undersigned is an officer of the Offeror and is duly authorized to execute and deliver this
Offer on behalf of the Offeror.

Date: ,2012

[NAME OF OFFEROR]

By:

[Title]

12
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FORM OF CERTIFICATION OF EXPECTED
TRUE INTEREST COST AND INITIAL SPREAD

The undersigned hereby certifies as follows in connection with the offer(s) (“Offer(s)”’) submitted
by [ ] (the “Offeror”) in response to the Request for Offers of Bonneville
Power Administration), dated [August 6], 2012. Unless otherwise provided, capitalized terms in
this Certification of Expected True Interest Cost and Initial Spread (“Certification”) shall have the
meanings assigned to such terms in the Offer(s) to which this Certification is attached:

1. The undersigned is an officer of [FINANCIAL ADVISOR] (the “Advisor”) and is duly
authorized to execute and deliver this Certification on behalf of the Advisor.

2. The Advisor serves as an independent financial advisor to the Offeror in connection with
the Offer(s).

3. The undersigned has reviewed the Offer(s).

4. Under conditions in the capital markets on the date of this Certification, the Advisor
certifies that it is reasonable for the Offeror to expect:

a. the TIC on Tested Bonds will be no greater than [ ] percent per annum, as set
forth in the Offer; and

b. the Initial Spread will not exceed [ ] percent per annum.
Date: ,2012

[NAME OF ADVISOR]

By: ]
[Title]

13
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APPENDIX B

LIMIT ON AMOUNT OF OFFERS

Background - Net Billing Cushion. BPA and most preference customers (‘“Participants”) have
entered into individual Net Billing Agreements to cover the costs of Energy Northwest’s Net
Billed Projects. In these agreements, BPA has agreed to provide net billing credits against each
Participant’s monthly bills for the purchase of power and related services received from BPA.
These net billing credits may be applied against the Participant’s purchases of electricity or
transmission service from BPA. In consideration of these net billing credits, each Participant has
agreed to remit an equivalent amount of funds to Energy Northwest. While BPA currently funds
all of Energy Northwest’s costs for the Net Billed Projects on a current basis through direct cash
payments, the Net Billing Agreements remain in effect, and net billing could be reinstituted at
any time. Thus, a preference customer’s capacity to purchase Blocks from BPA could be
constrained by the existing Net Billing Agreements. In the Net Billing Agreements, BPA and
each Participant have covenanted not to enter into further agreements providing for payments
(including credits) by BPA to the Participant unless, as determined by BPA, for each future
Contract Year the total expected cash value of purchases of electricity and transmission services
by the Participant from BPA will equal at least 115% of the aggregate of all expected billing
credits to be provided by BPA to the Participant under the Energy Northwest Net Billing
Agreements and any additional agreements providing for net billing.” BPA has entered into
certain direct payment arrangements with Energy Northwest which may obviate net billing,
depending on the existence of certain conditions now in effect. Direct payments could cease
however, and net billing could be reinstituted. For purposes of this calculation, direct payments
and the existence of the direct payment arrangements are assumed not to exist.

Prepayment Limit. Offerors may not submit Offers to purchase Blocks representing an aggregate
annual value of electricity exceeding the lesser of:

(A) for any Contract Year from 2014 through 2018, the smallest amount of:
L+M—N(1.15)
where L = amount BPA expects to bill the Offeror for purchases of firm power
during the Contract Year, M = amount BPA expects to bill the Offeror for
purchases of transmission services during the Contract Year, and N = the
Offeror’s expected aggregate net billing obligations (in the absence of BPA
direct payment) during the Contract Year; or

(B) 50% of the smallest amount expected to be paid by the Offeror to BPA for firm
power purchased during any Contract Year from 2014 through 2018.

T See, for example, the Project 2 (now Columbia Generating Station) Net Billing Agreements, Section 7(d)
(“The Administrator and the Participant shall not enter into any agreements providing for payments [this
means net billing credit obligations] which the Administrator estimates will cause the aggregate of his
billings to the Participant to be less than 115 percent of the Administrator’s net billing obligations to the
Participants under all agreements providing for net billing.”), and Section 7(g) (“The estimates by the
Administrator under this agreement of billing credits and of payments to be made by the Participant and the
Administrator giving rise to such billing credits shall be conclusive.”)
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APPENDIX C

CONSOLIDATORS

The PSAs of some preference customers permit them to purchase electricity from BPA for the
purpose of reselling that electricity to other preference customers that would otherwise qualify to
purchase electricity directly from BPA.

For example, a preference customer with a high prepayment limit (it has available prepayment
billing capacity from BPA to purchase a relatively large number of Blocks) might invite one or
more other preference customers (“Co-Participants”) to make prepayments to the Offeror in an
amount equal to all or a portion of the Prepayment the Offeror is required to make to BPA for a
single Block. The Offeror would promise to make periodic cash payments back to each Co-
Participant as Prepayment Credits accrue with respect to that Block. The Offeror would use the
prepayment(s) it receives from each Co-Participant to fund a portion or all of the Offeror’s
Prepayment to BPA for that Block. In this way, preference customers might participate indirectly
in the economic benefits and responsibilities of the Prepayment program even if BPA advises
them that they are not eligible to offer to purchase as much as a single whole Block directly for
their own account.
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APPENDIX D

CERTIFICATION OF INDEPENDENT OFFER(S)

The undersigned hereby certifies as follows in connection with all offer(s) (“Offer(s)”) submitted

by [

] (“Offeror”) in response to the Request for Offers of Bonneville

Power Administration (“BPA”), dated [August 6], 2012 (the “RFO”):

1.

Date:

The undersigned is an officer of the Offeror and is duly authorized to
execute and deliver this Certification of Independent Offer(s) on behalf
of the Offeror.

The undersigned participated actively in the Offeror’s preparation of the
Offer(s), including the decision as to the price(s) to be included in the
Offer(s).

In preparing and submitting the Offer(s), [except to the extent necessary
to submit a consolidated Offer(s) in whole or in part on behalf of other
preference customers,] neither the Offeror nor any officer or employee of
the Offeror directly or indirectly consulted with officers, employees or
individual consultants of other preference customer of BPA about the
price(s) offered or to be offered by the Offeror or by such other
preference customers in response to the RFO.

To the best of the knowledge and belief of the undersigned, [except to
the extent necessary to submit a consolidated Offer(s) in whole or in part
on behalf of other preference customers,| no individual who has provided
consulting services to the Offeror in connection with the Offeror’s
preparation of the Offer(s) directly or indirectly consulted with officers,
employees or individual consultants of other preference customer of
BPA about the price(s) offered or to be offered by the Offeror or by such
other preference customers in response to the RFO.

,2012

[NAME OF OFFEROR]

By:

[Title]
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APPENDIX E

MARKET RATE ADJUSTMENT

Market Rate Adjustment =
Pt+1 - Pt’
where:
N
i Z A+, /12)
N

P

' Z 1+, /12)
N = Total number of months for which power is prepaid (the Credit

Commencement Date through September 30, 2028).

Pi+1 = Purchase Price per Block as of the Lock-In Date
P; = Purchase Price per Block as of the Bid Deadline
I = i+ 9, where i; = 10-year Treasury TIC as of the Bid Deadline
d = basis as defined by Market Clearing Price
rt+1 = 1w + 0, where i) = 10-year Treasury TIC as of the Lock-In Date
Ci = Prepayment Credit per Block for month i
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APPENDIX F

[Form for exercising Offeror Off-Ramp Right by reason of Termination Spread — To Come]
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APPENDIX G

OFFEROR OFF-RAMPS FOR NON-CLOSING OF FINANCING

As described in Paragraph 6(c)(ii)(B) of the RFO, an Awarded Customer that is proposing to use
proceeds of Bonds to fund its Prepayment(s) shall have the right to terminate its obligation to
make Prepayments if any of the following conditions exists and such condition has or conditions
have resulted in or will result in either (a) a failure to enter into a Bond Purchase Agreement
within three (3) business days following the Lock-In Date, or (b) a failure to close the related
Bond sale by the Prepayment Deadline:

1.

the United States shall have become engaged in hostilities which have resulted in a
declaration of war or a national emergency or there shall have occurred any outbreak of
hostilities or escalation thereof or other national or international calamity or crisis or a
financial crisis, the effect of such outbreak, calamity or crisis on the financial markets of
the United States of America being such as, in the reasonable opinion of the Bond
purchaser or underwriter, would affect materially and adversely the marketability of the
Bonds;

there shall have occurred the declaration of a general banking moratorium by any
authority of the United States or the States of New York or [host state] or a material
disruption in commercial banking activities or securities settlement or clearance services
shall have occurred;

there shall have been any downgrading, suspension or withdrawal, or any official
statement as to a possible downgrading, suspension or withdrawal of any rating by
Moody’s, S&P or Fitch of the Bonds, or debt instruments of a character and credit quality
similar to the Bonds, or any other securities issued by the Bond Issuer;

as of the Lock-In Date, an event shall have occurred which might or would cause an
Official Statement or other offering document for Bonds, as then supplemented or
amended, to contain any untrue statement of a material fact or to omit to state a material
fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading; or

legislation shall be enacted, or actively considered for enactment, or a decision by a court
of competent jurisdiction shall hereafter be rendered, or action shall hereafter be taken or
a ruling or regulation shall hereafter be issued by the Securities and Exchange
Commission or other governmental agency having jurisdiction of the subject, to the effect
that the issuance, offering or sale of the Bonds, or obligations of the general character of
the Bonds, is in violation of, or that such obligations are not exempt from the registration,
qualification under or other similar requirements of, the Securities Act of 1933, amended
and as then in effect, or of the Trust Indenture Act of 1939, as amended and as then in
effect.
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APPENDIX H
FORM OF REVISION TO EXHIBIT D TO PSA

Revision No. «#», Exhibit D

ADDITIONAL PRODUCTS AND SPECIAL PROVISIONS

Effective «Insert Date BPA Receives Prepayment Amount»

This revision adds section «#» to capture the terms and conditions of «Customer
Name»’s participation in the prepayment program.

#. «CUSTOMER NAME»S PARTICIPATION IN PREPAYMENT
PROGRAM

#.1

General

Drafter’s Note: If customer participates in more than one prepay
program, repeat (copy and paste) the paragraph below for each
year/program the customer participates in; insert additional “«Year»
RFO” throughout document as necessary.

«Customer Name» submitted one or more offers under BPA’s “Request
for Offers for Prepaid Electricity,” dated «insert date» («Year» Prepay
RFO) to purchase “Blocks” as defined in the «Year» Prepay RFO. BPA
has accepted «Customer Name»’s offer(s) under the conditions
provided in the «Year» Prepay RFO.

By virtue of the offer(s) submitted by «Customer Name» to BPA under
the «Year» Prepay RFO and the acceptance by BPA thereof,
«Customer Name» and BPA contracted, among other things, to the
following obligations: (1) «Customer Name» has agreed to provide
$«insert $ amount» as a prepayment (Prepayment Amount) for electric
power to be delivered by BPA under this Agreement, and (2)
conditioned upon receipt by BPA of the Prepayment Amount from
«Customer Name», BPA shall provide to «Customer Name» (a) certain
Prepayment Credits, which shall entitle «Customer Name» to
reductions to the amount on «Customer Name»’s monthly power bill
that would otherwise be owed to BPA for electric power purchased
under this Agreement, and (b) certain cash remittances that may arise
if Excess Prepayment Credits are deemed assigned to other BPA
power customers as set forth in section #.3 of this exhibit. The
Prepayment Credits reflect the value of electricity attributable to the
Prepayment(s) made by «Customer Name» for each month as set forth
in the Prepayment Credit Schedule(s) provided in section #.3.1 of this
exhibit. Prepayment Credits are associated with and reflect the right
of «Customer Name» to receive delivery of a specified value of
electricity from BPA each month. The Prepayment Credits are the
dollar amounts that a customer making a electric power prepayment
under a Prepay RFO (Prepaying Customer) would have paid in the
related month but for the amount it prepaid, and are reductions to the
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amount that otherwise would be payable with respect to the
Prepaying Customer’s purchases of electricity from BPA.

Effective Date and Termination of Prepay Obligations

Drafter’s Note: If the customer participates in more than one
prepayment program, the revision number and the year of the Prepay
RFO in following paragraph should reflect the most recent year that
the customer participated in a prepay program.

This Revision No. «#» to Exhibit D was executed by «Customer Name»
in connection with its submission of one or more offers to purchase
Blocks under the «Year» Prepay RFO and was subsequently executed
by BPA after inclusion of the Prepayment Amount and Prepayment
Credit Schedule derived under the offer(s) and acceptance thereof by
BPA under the «Year» Prepay RFO. Prior to BPA’s execution of this
Revision No. «» to Exhibit D, BPA provided the Prepayment Amount
and Prepayment Credit Schedule, included in section #.3.1 of this
exhibit, to «Customer Name» for review to assure that the Prepayment
Amount and Prepayment Credit Schedule are consistent with the
offer(s) by «Customer Name» and the acceptance thereof by BPA under
the «Year» Prepay RFO.

Drafter’s Note: If customer participates in more than one prepayment
program, insert additional appropriate date and “«Year» RFO”..

The provisions under this section #, shall take effect upon the receipt
by BPA of the Prepayment Amount and shall remain in effect until all
obligations hereunder are satisfied; provided, however, that, if (1) BPA
for any reason does not receive the Prepayment Amount on or before
«date», which is the “Prepayment Deadline” as defined in the «Year»
Prepay RFO, or (2) the obligations of «Customer Name» to provide the
Prepayment Amount and the obligations of BPA to provide
Prepayment Credits are terminated under the provisions of the «Year»
Prepay RFO and the contract formed thereunder, then the provisions
of section # of this exhibit shall have no future force or effect.

Obligation to Provide Prepayment Credits/Remit Cash
Payments

#.3.1 Scheduled Prepayment Credits
Upon receipt by BPA of the Prepayment Amount from
«Customer Name», BPA shall provide to «Customer Name»
Prepayment Credits throughout the remaining term of this
Agreement as provided under the following Prepayment Credit
Schedule:
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«Customer Name»’s Prepayment Credit Schedule Under the «Year» Prepay RFO

Total
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep Annual
FY 2013 N/A | NA | NNJA | NJA | NJA | N/A
FY 2014-
2028

Note: The prepayment program offered in 2012 only allowed for equal Prepayment Credits every
month from April 2012 through the remaining term of the Agreement.

Drafter’s Note: Include the following for customers that
participate in more than one year of Prepay Programs. If the
customer participates in a subsequent prepay program, the table
below should be filled in to represent the prior Prepayment
Credit Schedule(s) that is included in section #.3.1 below.
«Customer Name» previously has made one or more
Prepayments to BPA in return for the right to purchase electric
power from BPA pursuant to this Agreement, represented by
monthly Prepayment Credits for Fiscal Years 2013 through
2028 as follows:

«Customer Name»’s Pre-Existing Prepayment Credit Schedule Under the «Year» Prepay

RFO
Total
Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep Annual
FY 2013
FY 2014-
2028

Note: «Insert any information needed specific to the subsequent Prepay RFP Prepayment Credit

Schedule»

#.3.2

End Option

In certain circumstances BPA shall remit cash to «Customer
Name» as provided in section #.3.2 of this exhibit. Prepayment
Credits that are not otherwise applied shall carry forward to
future months as provided in section #.3.3 of this exhibit.

So long as the amount of «Customer Name»’s monthly bill
exceeds the monthly amount of the Prepayment Credit, then
«Customer Name» shall pay BPA the net amount due after the
Prepayment Credit is applied, consistent with the billing and
payment terms and conditions of section 16 of the body of this
Agreement.

Deemed Assignments Where Prepayment Credits Are
Greater Than Monthly Amount Owed

If the amount of «Customer Name»'s monthly bill for electric
power is less than the month’s Prepayment Credit (including
any Carry Forward Prepayment Credit described in section
#.3.3 of this exhibit), which shall be called Excess Prepayment

22




#.3.3

DRAFT
6/26/2012

Credit, then BPA shall apply the methodology set forth in
section #.3.5 of this exhibit to (1) deem the Excess Prepayment
Credit to be assigned to other customers’ electric power
purchases from BPA in such month and (2) to the extent of
such deemed assignments, remit as a cash payment to
«Customer Name» an amount equal to the Excess Prepayment

Credit.

Carry Forward of Prepayment Credits

(1)

@)

3)

In the event that electric power purchases from BPA by
other customers in an applicable month are insufficient
to enable deemed assignments of all Excess Prepayment
Credits of all Prepaying Customers with respect to that
month under section #.3.2 of this exhibit, the excess
representing «Customer Name»’s share (Carry Forward
Prepayment Credits) shall accumulate. In each
succeeding month, after applying the scheduled
Prepayment Credit «Drafter’s Note: if customer 1is
participating in more than one prepayment program,
add an “s”to Creditrunder section #.3.1 of this exhibit,
BPA shall either (a) apply «Customer Name»’s Carry
Forward Prepayment Credits to «Customer Name»’s
purchases of electric power from BPA during that
month, or (b) give effect to deemed assignments of
«Customer Name»’s Carry Forward Prepayment Credits
that become Excess Prepayment Credits with respect to
that month to the extent set forth in section #.3.2 of this
exhibit.

The crediting and the remittance of cash by BPA under
section #.3.3(1) of this exhibit shall continue until such
time as the balance of Carry Forward Prepayment
Credits and Excess Prepayment Credits for «Customer
Name» is zero. BPA’s obligations in this section #.3.3
shall survive the termination or expiration of this
Agreement and upon termination or expiration of this
Agreement shall continue in effect with respect to future
power sales by BPA, including to «Customer Name» and
shall constitute a wholly independent obligation of BPA
in consideration of its receipt of the Prepayment
Amount.

BPA shall have no obligation to compensate «Customer
Name» for any actual or implied cost of funds or the
time value of money arising from the occurrence,
accumulation, application, deemed assignment or use of
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Carry Forward Prepayment Credits or Excess
Prepayment Credits.

4) In no event shall BPA be required to remit cash
payments to «Customer Name» if, for any reason,
«Customer Name» does not use its Prepayment Credits
and BPA is unable to assign resulting Excess
Prepayment Credits to other customers as set forth in
this section #.

#.3.4 Remittance of Cash by BPA

#.3.5

BPA shall remit cash payments to «Customer Name» under
sections #.3.2 and #.3.3(2) of this exhibit via an electronic funds
transfer by the applicable bill’s Due Date as it is defined in
section 16.2 of the body of this Agreement.

Methodology for Deeming Assignments of Excess
Prepayment Credits to Other Customers

Applying the principles set forth in this section #.3.5, BPA shall
make deemed assignments of Excess Prepayment Credits to
other customers only to the extent that such other customers’
cash payments for electric power purchases from BPA during
the applicable month are greater than or equal to the aggregate
of all Excess Prepayment Credits attributed by BPA to
«Customer Name» and to other Prepaying Customers for the
applicable month.

(1) Deemed Allocations Only to Non-Prepaid
Purchases of Electric Power
Excess Prepayment Credits shall not be deemed to be
assigned to any customer with respect to electric power
purchased by that customer from BPA pursuant to any
prepay contract.

2) Deemed Allocations Only to the Extent of
Payments Actually Received by BPA
Excess Prepayment Credits shall be deemed to be
assigned to other customers only to the extent such
other customers in fact have made payment to BPA on
or before [the last day of the following calendar month].

3) Qualified Utilities
For purposes of this section #.3.5, a Qualified Utility
shall be defined as a public body that is served by BPA
and that has a retail service area that the public body
has served continuously for at least five consecutive
years, as of «date of «Customer Name»’s first
prepayment».
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If «Customer Name» is a Qualified Utility, then
subject to sections #.3.5(1) and #.3.5(2) of this
exhibit, any Excess Prepayment Credits shall be
deemed to be assigned first to other Qualified
Utilities, then to other electric power customers
that are not Qualified Utilities, in each instance
up to the extent of their respective non-prepaid
purchases of electric power from BPA for the
applicable month. However, such deemed
assignments, together with all other deemed
assignments arising under all other prepay
contracts, shall not exceed the aggregate amount
of cash received by BPA from purchases of
electric power from BPA from all such customers
in the applicable month.

If «Customer Name» is not a Qualified Utility,
then subject to sections #.3.5(1) and #.3.5(2) of
this exhibit, any Excess Prepayment Credits
shall be deemed to be assigned first to other
customers that are not Qualified Utilities, then
to Qualified Utilities, in each instance up to the
extent of their respective non-prepaid purchases
of electric power from BPA for the applicable
month. However, such deemed assignments,
together with all other deemed assignments
arising under all other prepay contracts, shall
not exceed the aggregate amount of cash received
by BPA from purchases of electric power from
BPA from all such customers in the applicable
month.

Allocation of Deemed Assignments Among
Prepaying Customers

If the aggregate amount of Prepayment Credits for a
month exceeds the aggregate amount paid by other
customers to which those Prepayment Credits might be
deemed assigned pursuant to section #.3.2 or section
#.3.3 of this exhibit, then:

(a)

(b)

purchases by customers that are Qualified
Utilities but not Prepaying Customers shall first
be allocated pro rata to Excess Prepayment
Credits of Qualified Utilities;

purchases by customers that are not Qualified
Utilities and not Prepaying Customers shall first
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be allocated pro rata to Excess Prepayment
Credits of non-Qualified Utilities; and

(c) any remaining purchases by customers that are
not Prepaying Customers shall be deemed
assigned pro rata to the Excess Prepayment
Credits remaining after applying section #.3.5(1)
and section #.3.5(2) of this exhibit.

#.4 Rights and Remedies

#.4.1 Withholding Performance

#.4.2

#.4.3

No provision in this section # shall allow or shall be interpreted
to allow BPA to cease, suspend or withhold: (1) delivering
electric power otherwise required to be delivered pursuant to
this Agreement; (2) application of Prepayment Credits as
described in sections #.3.1 and #.3.3 of this exhibit; (3) deemed
assignments as described in sections #.3.2 and #.3.3 of this
exhibit; or (4) remitting cash to or for the account of the
Prepaying Customer as described in sections #.3.2 and #.3.3 of
this exhibit.

No Refunds or Schedule Alterations

«Customer Name» shall have no right to a refund of any
amount or balance remaining of its Prepayment Amount if this
Agreement is terminated prior to September 30, 2028,
pursuant to section 25 of the body of this Agreement.
«Customer Name» may not alter the schedule of its
Prepayment Credits.

Money Judgments, No Acceleration

As set forth in section 22.4 of the body of this Agreement,
money damages are the exclusive remedy available in the event
BPA should fail to perform any of its obligations under this
Agreement, including any failure by BPA to perform its
obligations under this section #. In no event may «Customer
Name» cause any of BPA’s obligations under this section # to
come due prior to the date specified (for example, the customer
may not seek, as a remedy, to have BPA give effect to
Prepayment Credits prior to the Dates specified herein.).
BPA'’s breach or non-performance under the provisions of this
section # shall not lead to an acceleration of any kind of the
future remaining performance of BPA’s cash payment or
crediting obligations hereunder. The provisions of this section
# shall not be interpreted to affect other obligations under this
Agreement except as specifically provided herein.
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No Guarantee by BPA of Any Bonds or Other Debt

Nothing in this Agreement establishes or shall be interpreted to
establish a guarantee of the payment of principal of or interest on any
bonds or other debt issued by or for the benefit of «Customer Name» to
fund its Prepayment Amount or to refund or refinance such debt. If
bonds are issued to fund a Prepayment, disclosure materials are
prepared with respect to those bonds, and those disclosure materials
include a description of the provisions in this section #, then those
disclosure materials also shall include the following statement: “The
[Bonds] are not a debt or other obligation of Bonneville Power
Administration, and the [Bonds] are not a charge on the full faith and
credit of Bonneville Power Administration or on the Bonneville Fund.”

No Third Party Beneficiaries, Limited Right to Assign

There are no third party beneficiaries to this section #, provided,
however, «Customer Name» may pledge or otherwise grant a security
interest in BPA’s remittances of cash reflecting (1) BPA’s deemed sales
of electric power for the account of the «Customer Name» described in
sections #.3.2, #.3.3 and #.3.4 of this exhibit, and (2) money damages
arising from any breach by BPA of its obligations under this
Agreement. However, «Customer Name» shall not assign its claims
under the provisions of this section # or enter into any agreement that
in any manner purports to provide to a third party a right to bring any
legal action against BPA, to enforce the rights of «Customer Name»
under the provisions of this section # against BPA. If «Customer
Name» purports to make such an assignment or agreement, it shall
have no effect.
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Prepay Regional Team
Meeting #1

December 8, 2011
1lam-1pm

Held at the office of: Orrick, Herrington & Sutcliffe LLP, in Seattle, Washington
701 5th Avenue, Suite 5600, Seattle, WA 98104-7097
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Agenda for Today’s Meeting

Introduction of the Prepay Regional Team
. Utility Members
. Additional participants
Overview
. The need for the program
. Why we are here?
BPA'’s prepay proposal
. Overview of the program
. Principles of a prepay model
. Structure overview
How would a prepay work
. Prepay contractual considerations
. Sample annual cash flows
. Other considerations
Timeline
. Major milestones for the regional team
. Major milestones timeline

Next Steps
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Utility Members

Benton PUD
Chad Bartram
Assistant General Manager
bartramc@bentonpud.org
509-582-1202

Clark PUD
Rick A Dyer
Director of Finance/Treasurer
RDyer@clarkpud.com
360-992-3384

Lewis PUD
David Plotz
Power Manager
davidp@Icpud.org
360-740-2429

Northwest Requirements Utilities (NRU)
Geoff Carr
ghcarr@pacifier.com
503-233-5823

Snohomish PUD
Glenn McPherson
Asst. General Manager, Finance and Treasurer
gsmcpherson@snopud.com
425-783-8356

Jim Herrling

Deputy Treasurer
jlherrling@snopud.com
425-783-8303

Bonneville Power Adminstration
Jon M. Dull
Manager, Debt and Investment Management, acting
jmdull@bpa.gov
503-230-7544

Andre Hesser
Financial Analyst
aghesser@bpa.gov
503-230-3225

Robb Roberts
Attorney Advisor
rfroberts@bpa.gov
503-230-4314

Peter Stiffler
Industry Economist
pbstiffler@bpa.gov
503-230-5660

Tacoma Power
Jim Russell
Power Management
jrussell@ci.tacoma.wa.us
253-502-8395

Matt Zehnder
Power Analyst
mazehnder@ci.tacoma.wa.us
253-502-8686
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Additional Participants

To help us achieve objectives, BPA has asked Citibank (Citi) and Bank of America Merrill Lynch
(BAML) to:

. Provide additional resources and expertise to help us work through issues.

. Help educate the team on a range of issues such as structural constraints and rating agency
implications.

BPA understands that each utility has its own process when selecting underwriters and is not
promoting either firm.

BPA understands that each utility or participant will have its own views and concerns.

. We will be supportive if you believe it is necessary to invite others (e.g., financial advisor,
counsel, others) to subsequent meetings.
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The Need for a Prepay Program

Remaining Agency Treasury Borrowing Authority

5,000
<«— Current 10 year target
3,000 Level of Borrowing
Authority needed to
assure access to the
$750M liquidity facility
1,000 l
e
2011 2012 2013 2014 2015 2016 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
(1,000) - > Need to Solve
$3.3 Billion Gap
(3,000) A
(5,000) A
(7,000)

=f— 2010 IPR / BP-12 Rate Case == 2010 IPR / BP-12 Rate Case with 10% Reductions
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Why are we here?

» Goals of the Regional Prepay Team
* Gain a clear understanding of the prepay framework

« Consider and evaluate electric prepay alternatives that may be of interest and value to the region as an alternative
financing arrangement to address access to capital challenges facing Bonneville

» The past meetings have established that BPA has limited capital funding capacity — even after incorporating other
third party financing methods (lease financing, etc.).

= To make up for this shortfall, we are left with four primary alternatives:

* Reduce Capital Program: As discussed at our November 18 Strategic Capital Discussion, significant reduction of the
pre-2016 capital program raises considerable reliability issues for the system.

* Increasing Transmission Lease Financing: As presented on November 18, BPA has raised its forecast of eligible
projects to 25% of the Transmission capital program and is looking for opportunities to increase it to 30%.

* Increase Revenue Financing: As presented on November 18, the “pay-as-you-go” nature of this option has the
largest impact on rates.

« Initiate an Electric Prepay Program: Provides BPA with a fixed cost of capital through the end of the current power
sales agreement term (2028) — functions similar to debt from the standpoint of all BPA customers.

*  Acombination of the above.
= We would like to target as much as $1.7+ billion of customer prepay between FY2013 and FY2016
*  From multiple utilities

« Timed to coincide with capital spending needs
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Overview of a Prepay Program

A prepay program would provide a mechanism for BPA to raise cash to be used for power-related capital costs
Additional benefits of electric prepays for BPA and the region include:

«  Creating a new long-term capital funding source that provides BPA with cash in advance of exhausting Treasury
borrowing authority.

*  Preserving Treasury borrowing authority.
The program provides equitable treatment for customers.

* Looks like any other BPA liability (Treasury borrowing, lease agreements, etc.) from the perspective of BPA
customers.

. “Debt service” is paid via a credit on the prepaying customer’s monthly bill.
BPA will provide an incentive for customers to participate in a prepay program.

«  After the prepayment is made to BPA, subsequent power bills would show reductions due to the credits (under a
fixed, agreed-to schedule) that in aggregate equal the amount of the prepayment plus an imputed discount.

« Ifa utility issues debt to fund the prepayment the prepay credit will equal debt service plus an incentive to
participate.

« If a utility uses cash to fund the prepayment, it would receive a similar credit, effectively providing a relatively high
yielding return on its cash contribution.

Prepay program may be rate neutral.

Rate Effect — Deviation from Base Case with Power Prepays

.

0.0% \\\-
\

-4.0%
2014/2015 2016/2017 2018/2019 020/2021 022/20; 2024/2025 2026/2028
—e— Power Rates —=— Transmission Rates
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Principles of a Prepay Model

1. Fixed credit/adjustable price: A prepay transaction locks in a credit, not power prices. BPA'’s future rates may
go up or down, but the customer will always receive a fixed credit on the prepaid portion of their bill equal to the
prepay bond debt service (if applicable) plus an incentive.

. BPA is mandated to recover its costs from customers and bases its power rates on this mandate.
Therefore, BPA cannot lock a fixed power purchase price to recover its future costs when we do not know

those costs.

. BPA believes that any prepay program should maintain equity among participants and non-participants; a
fixed price would violate this goal.

2. Consistent with existing Regional Dialogue contracts: A prepay transaction should fit within existing
Regional Dialogue contracts and does not constitute an “assignment” of power sold at a Tier 1 rate, which may
trigger the Tiered Rates Methodology voting process or a 7(i) process.

3. Placement of credits: BPA has limited degrees of freedom in terms of when credits can be paid and needs to
define the timing of credits to minimize the impacts to future revenue requirements.
. BPA will minimize rate impacts by timing credits using repayment study and revenue requirement
analysis.
. The precise timing mentioned above means that the credit stream should be considered fixed and are not
liquid.
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Structure Overview

Customers would agree to prepay BPA for future delivery of power consistent with existing Regional Dialogue contracts.

A utility would use cash on hand or issue bonds and use the proceeds to pre-purchase energy through 2028 and in return
receive credits on future bills to reflect the prepayment.

BPA would continue to bill monthly for the power delivery with an established credit for each month under an agreed
schedule, on the portion of power that is prepaid. BPA is not segmenting the power sales.

BPA will require a private letter ruling from the IRS regarding tax exemption — if tax exempt municipal bond proceeds
would be used for the prepayment.

BPA gains access to funds to make power investments.

kWh -
. . kWh -
. Pﬁgg;}i}ér?; l(IZII'ZeegiSts Utility ) g Ratepayers
d= == =—===== Monthly Bill
Prepayment Y N Payments
Pro?eilllcsl : l Debt Service

|
> Optional, the Utility could use cash

instead of bond proceeds
Bond Holders/ fbond p

Investors
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Prepay Contractual Considerations

Customer would prepay a portion of its power bill at Tier | for requirements power but it is not tied to any specific amount of
power service.

BPA would agree to a schedule of fixed monthly reductions or credits to the billing amounts payable under the customer’s
power bills as a separate line item.

. A power bill would show the amounts that otherwise would have been due without the prepayment, less that
month’s adjustment for the prepayment.

The prepayment adjustments would include a time-value-of-money component negotiated between BPA and the
customer.

. The amount would be undifferentiated in the sense that it would be implicitly included in the scheduled credit
amounts.

The shape of the credits may not be level. The credits would likely be matched to debt service on bonds, if any, that the
customer issues to fund the prepayment.

The prepayment amount would be kept low enough that it would be highly likely that the customer’s power bill would
always be sufficient to utilize all of the credits on a current-month basis.

. The maximum credit capacity could be set at up to 50% of BPA’s expected future power billings through the end-
date of the customer’s power sale agreement. although some analysis of the customers’ retail loads may also be
involved if they have large retail customers whose loads could be reduced or disappear.

In the unlikely event that the customer’s purchases of power proved insufficient to use the credits on a current month
basis, the credits will roll over and accumulate for a defined period (6 months).

. If, at the end of the accumulation period, there is still a balance of accumulated credits, BPA would become
obligated, unconditionally, to pay cash to the customer in an amount equal to the balance of the accumulated-but-
unused credits.

. The customer would be compensated for the time value of money arising from the delay in receiving its credits.

The conversion to cash-payments-in-lieu-of-credits could happen for a couple of unlikely reasons that may have risk
implications for the customer. (Note: a credit-to-cash conversion could also happen if BPA'’s rates declined substantially)

10
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Sample Annual Cash Flows

A B C D E F
(A+B+QC) (A-D) (NPV of E)
Prepaid Portion Prepay Bond Credits to Net Cost Incentive to PV Savings
of Power Bill Debt Service Power Bill of Power Utility to Utility
1/1/2015 25,000,000 23,807,350 (25,000,000) 23,807,350 1,192,650 1,156,238
1/1/2016 25,000,000 23,806,750 (25,000,000) 23,806,750 1,193,250 1,121,501
1/1/2017 25,000,000 23,805,500 (25,000,000) 23,805,500 1,194,500 1,088,400
1/1/2018 25,000,000 23,807,750 (25,000,000) 23,807,750 1,192,250 1,053,183
1/1/2019 25,000,000 23,806,750 (25,000,000) 23,806,750 1,193,250 1,021,885
1/1/2020 25,000,000 23,806,000 (25,000,000) 23,806,000 1,194,000 991,309
1/1/2021 25,000,000 23,808,750 (25,000,000) 23,808,750 1,191,250 958,830
1/1/2022 25,000,000 23,808,000 (25,000,000) 23,808,000 1,192,000 930,142
1/1/2023 25,000,000 23,807,000 (25,000,000) 23,807,000 1,193,000 902,500
1/1/2024 25,000,000 23,808,750 (25,000,000) 23,808,750 1,191,250 873,663
1/1/2025 25,000,000 23,806,000 (25,000,000) 23,806,000 1,194,000 848,945
1/1/2026 25,000,000 23,806,750 (25,000,000) 23,806,750 1,193,250 822,509
1/1/2027 25,000,000 23,808,500 (25,000,000) 23,808,500 1,191,500 796,228
1/1/2028 25,000,000 23,808,750 (25,000,000) 23,808,750 1,191,250 771,756
350,000,000 333,302,600 (350,000,000) 333,302,600 16,697,400 13,337,087
Rates as of 11.28.11- 8 year average life

. $25 million of utility bill prepaid annually

" Provides $266 million of proceeds to BPA

. Underlying utility rating: A1/A+/A+

" Utility tax-exempt borrowing cost: 3.15%

" Annual cash flow savings vs. debt service: 5.00%

" BPA prepay all-in-rate: 3.88%
= BPA 7 year agency rate: 1.97%

O
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Other Considerations (Please See Additional Handout)

Principles of a Prepay Model (please see page 8)

v' Fixed credit/adjustable price
v’ Consistent with existing Regional Dialogue contracts
v' Placement of credits

The Program

v Use of funds
v’ Size of program

Inclusion of Customer Participants

v RFP process

v Level of incentive

v Uniform vs. risk adjusted (e.g., BPA vs. Utility risk)
v" Intra vs. inter-rate period

v Regional equity issues

Prepay Structure

v Form of Prepay Agreement

v" Utility vs. conduit

v" Applicability of JOE

v’ Tax exempt (Private Letter Ruling)

Utility Specific Issues

= Rating agency implications
=  Prepayment Bonds
= Other Bonds
= Likely use of Junior/ Subordinate Lien
» Balance sheet treatment
= O&M treatment of credit/existing bond documents

BPA Specific Issues

v No termination payment
v No partial termination payment (changes in load structure)
= Effect on other BPA debt

items that we have covered today

12
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Major Milestones for the Regional Team

Program Education, Development and Acceptance (Today- January 2012)

1.

2.
3.
4.

Explanation of why BPA wants access to this tool and how it will benefit the region
Develop the basic framework of an electric prepay

Establish a set of principles for a BPA prepay

Construction of contractual points and framework for a prepay

Program Design (January 2012 — March 2012)

o

© oNO

Jointly or independently conduct discussions with counsel (tax and local) and accountants regarding
impact of potential structures

Design and vet a structure to be used for the first prepay transaction

Establish a process for identifying participants and their level of participation (i.e., RFP process)
Regional comment period on proposed structure and evaluation

Conduct discussions of proposed structure with the rating agencies for preliminary review

March Deliverables: “Go- no go” recommendation

10.
11.

Financing structure and prepay agreement term sheets
Short list of potential prepay participants

Documentation & Deal Execution (March 2012 — October 2012)

12.
13.
14.
15.
16.
17.
18.

Conduct process to select 2013/14 participants

Select single entity to proceed with the IRS letter ruling

Draft all agreements associated with the proposed structure

Conduct any transactions that are not dependent on tax-exempt municipal bond issuance
Request / obtain private letter ruling from the IRS

Receive final ratings, finalize documentation and price bonds

Close first transaction and prepay BPA

13
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Major Milestones Timeline

[ |
| : |
| [Fesonatean]
| [ BPAand utiy | |

L e e - — J

Rating Agency Dialogue Draft Documents

Term Sheets Comment
Period

Deliverable (April) Complete any transactions
that do not require a

Private Letter Ruling A

|

|

,,,,,,,,,,,,,,,,,, \
Request IRS ( \
Prepay Team Prepay Team Prepay Team Prepay Team Select Initial Private Letter Up to 12 months )
Meeting 1 Meeting 2 Meeting 3 Meeting 4 RFP S Ruling* /
(Dec. 8th) (Jan. 18" ?) (Feb 29" ?) (March 24™ 2) ——————/
/
' 4
Integrated
Program L . BPA Rates
Review Initial Proposal
(IPR)
December January February March April May June July August September October November December

* Assumes that a customer issues bonds to fund the power prepayment

Meeting Objectives

(1) Set principles and base structure (2)Determine threshold issues/negotiation points

(1) Review alternative structure and ratings impacts/requirements (2) Discuss incentive/equity issues/terms of prepay amendment (3) Review initial tax exemption issues

(1) Review initial term sheets for prepay amendment and financing structures (2) Continue review of tax exemption/rating agency issues (3) Continue discussion of incentives/mechanics (4) Discuss RFP process

(1) Finalize term sheets/RFP process (2) Complete vetting of tax exemption, accounting and rating agency issues
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Next Steps

» Establish a date for the next meeting
» Incorporate other team members and additional resources
» Determine how we want to move forward
*  Sub-teams or the full working group
= Continue to identify prepay considerations
= Continue conversation on identified considerations and BPA’'s proposals

= BPA will propose a rating agency strategy

N

S T R A T

O
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Key Points
Customer Power Prepayment

Context:

BPA has laid out a preliminary framework of the prepay program. This framework has
three principles:
1. The program is based upon a fixed credit/adjustable rate
2. The program is implemented with and consistent with the existing
Regional Dialogue contracts
3. Credit shape and timing will be established at contract signing and be
consistent with repayment criteria as well expected future purchases.

There are other issues and questions that will need to be considered and evaluated by the
regional team. BPA would like to use the regional team to help identify these
considerations. Below is a list of currently identified considerations and BPA’s initial
response.

Category: The Program

Issue 1: What amounts can customers prepay?

Response: BPA is proposing that customers can prepay for a portion not greater than
50% of their expected power purchases from BPA under their existing Regional Dialogue
Contract High Water Mark (CHWM) power sales contract.

Issue 2: Is BPA offering new power sales contracts?

Response: No, BPA is not offering a new contract but is proposing a prepayment and a
credit on the customer’s power bill which is implemented by offering an amendment to
the payment terms of existing CHWM power sales contracts.

Issue 3: Are the prepayment funds used for Power Capital spending?

Response: Power prepayments would be used to fund Power-related capital investments
and to pay down callable Treasury to free up new Treasury borrowing for Power-related
investments

Issue 4: Can the Customer ask that prepayment funds be allocated to specified projects or
categories of spending?

Response: BPA will not offer contract terms on allocation of or use of prepayment funds.
BPA believes there are adequate processes in place for customers to provide input on
specific capital investments and that allocating prepayment funds to specific projects
would provide prepayment customers influence not available to non participants.

Issue 5: How will the size of the prepay program be determined?
Response: Initially, the size of the prepay program will be determined by the amount
and timing of the near-term capital need for power investments and identifying the



potential and cost to call bonds issued to Treasury, the early payment of which would
replenish access to Treasury borrowing to fund power investments. The size of an
ongoing program, if any, would be determined at a later time.

Category: Inclusion of Customer Participants

Issue 6: How frequently will BPA issue a Request for Proposals (RFP) for utilities
interested in prepaying?

Response: To minimize prepay workload for BPA and customers, BPA proposes that
prepay RFPs would generally occur every 2 years and precede rate cases. This will allow
BPA to include the prepay program customer credits in revenue requirements.

Issue 7: Which customers would be eligible to participate in the prepay program?
Response: The prepayment program is open to all customers that can meet a minimum
prepayment threshold. BPA is proposing a minimum threshold of a $100 million
prepayment and is interested in feedback on this threshold. Please note, BPA is also
proposing a threshold that would preclude a customer from prepaying more than 50% of
its estimated aggregate future power purchases under the Regional Dialogue long-term
contracts.

Issue 8: In the event that an RFP is over subscribed, how will customer participation be
determined?

Response: Under current thinking, selection of proposals will be based primarily on the
lowest all-in-cost to minimize rate impacts. As the process and arrangements evolve, it is
possible that other evaluation criteria may become necessary.

Issue 9: If a customer responds to the RFP and commits to a prepay, is it required to fund
it?

Response: Since the level of prepayment will likely effect BPA’s capital access
decisions, a commitment to fund a prepay should be viewed as a firm contract obligation
requiring customers to fund the prepay within that rate period.

Issue 10: How will financial incentives be determined?

Response: BPA is proposing to use a risk adjusted financing structure. Every 2 years,
BPA will issue an RFP soliciting interest by customers in participating in the prepay
program. In the RFP, each responding customer will be asked to submit an incentive
expressed in terms of basis points above the cost of funds that it will require to
participate. Once BPA knows the proposed incentive required by each utility and
evaluates the utility’s potential cost of funds, BPA will work with its Financial Advisor to
rank the proposals on the basis of the all-in-cost of the transaction.

Issue 11: Will proposing utilities bear the risk of the cost of funds?

Response: No, under current thinking, since BPA will award participation based on the
discount required by the utilities and its forecast of the utilities” borrowing costs BPA
would be taking on the risk of an adverse movement in interest rates or the interest rate



environment that may occur between the date of the award to the date of issuance of
bonds by the customer.

Issue 12: What if a utility wants to use cash on hand to fund the prepayment?
Response: To provide consistency in compensating utilities for their cost of funds, BPA
is considering that customers include an imputed cost of funds in the proposal and the
proposed incentive discount.

Issue 13: Will BPA use a uniform financing structure that offers an interest rate for
prepays funded with customer’s cash on hand versus the risk-adjusted structure described
above? For example: Is BPA willing to provide a fixed rate of 7% on customer
prepayments.

Response: BPA has elected to take on the risk of intervening interest rate changes
between the date of award and the date of debt issuance in order to increase participation.
Eliminating this risk to customers will focus the RFP on the incentive discount that
customers require.

Issue 14: Will BPA offer a higher incentive to utilities that are willing to prepay a greater
amount?

Response: BPA will use various factors in evaluating responses to the RFP including the
amount a utility is willing to prepay but will not offer a proportionately higher incentive
to customers who propose to fund a larger prepayment. The prepayment incentive is
based on each dollar prepaid, thus the more a customer prepays, the greater the dollar
amount of the incentive it will receive.

Issue 15: Will BPA’s incentive change from one RFP to another?

Response: BPA will issue a new RFP prior to each rate case and the incentives will be
determined through that process. It is possible that the incentives will change since the
incentive depends on responses to each RFPs.

Issue 16: Will BPA’s incentive change within a rate period?

Response: No, under the current proposal, once the RFP process is complete, BPA will
assume the agreed-to incentives in developing its rate proposals. By contrast, in
developing its rate proposal BPA may have to make a forecast of the cost of funds
component depending on the timing of the issuance of any prepay bonds by participating
utilities.

Issue 17: Will there be different incentive amounts for different participating utilities
within an RFP?

Response: No, under the current proposal, all participating utilities will receive the

incentive agreed to as we evaluate proposals, but the total all-in-cost to BPA may differ
due to different borrowing costs a utility may have. BPA is proposing to take a clearing
approach to determining the incentive by ranking (based on all-in cost) all proposals. If



more capacity is offered than needed, the highest incentive proposed among the proposals
with the lowest all-in cost will be the incentive used for all accepted proposals.

Category: Financing Structure

Issue 18: If a utility chooses to fund the prepayment by issuing bonds, who would issue
the bonds?

Response: The current proposal would be for each individual utility to issue the bonds to
fund its prepayment.

Issue 19: Is BPA open to a utility’s using a conduit to issue bonds to fund the
prepayment?

Response: BPA is probably indifferent as to how a customer funds its prepayment as
long as it fits into the framework of the existing Regional Dialogue power sales contracts.
While BPA is willing to agree to limited amendments to existing contracts through
Exhibit D, BPA believes entering into new power sales contracts with conduits would be
undesirable. [Under BPA statutes and standards for service BPA can only offer power
sales at its PF rate under power contracts to a qualified public body or public cooperative
entity, and so the issue would be what are these “conduit” entities? See section 4 and 5 of
the Bonneville Project Act and Section 5a of the Northwest Power Act. ]

Issue 20: In order to minimize the impacts to the utilities’ financial metrics, is BPA open
to a Joint Operating Entity (JOE) made up of existing utilities entering into a prepay and
issuing bonds to fund the prepayment?

Response: BPA does not wish to pursue this option at this time for the following reasons:
1) JOEs eligible to participate in the prepay would be limited to entities formed prior to
September 22, 2000 and JOE membership is limited to preference customers of BPA
prior to January 1, 1999 ; 2) The Tiered Rates Methodology voting process or a 7(i)
process may be triggered due to customers’ having to assign their Tier | power to the
JOE; 3) rating agencies have indicated that they may include off balance sheet
transactions in a utility’s Debt Service Coverage Ratios and other financial metrics so the
structural value to the customers may be diminished.

Issue 21: Why does BPA believe a private letter ruling from the IRS would be required
for tax-exempt financing?

Response: BPA believes that a private letter ruling from the IRS should be obtained in
conjunction with the first prepayment to Bonneville that uses tax-exempt proceeds.
Bonneville, in concert with a participating, bond-issuing customer, will undertake to
obtain the ruling and Bonneville will bear all costs. BPA wants to assure that a favorable
ruling, if obtained, is available programmatically to all participating exempt issuers in the
prepay program. Precedent was set for tax-exempt financing in 2003 with the Memphis
Gas & Light/Tennessee Valley Authority (TVA) power prepayment. The Memphis
Light/TVA deal was similarly structured with a fixed credit stream and a variable price
component. BPA has been advised by its tax counsel that it is no entirely clear whether or
not that transaction would qualify for tax-exempt financing today.



Category: BPA Specific Issues

Issue 22: If a customer issues bonds, will BPA guarantee the bond payments?
Response: No. That would cause any related bonds to lose any potential for tax
exemptions since the bonds would be federally guaranteed. In addition, BPA is
structuring the prepayment to be assured that it is a prepayment-for-a-discount type
transaction.

Issue 23: What happens if a participating utility’s loads decrease, will a partial
termination of payments occur?

Response: No. As currently envisioned, in the low probability of a customer’s load
dropping to a level where its monthly credits are greater than its BPA power monthly
billings, BPA is proposing that such credits will accumulate without interest for up to 6
months. If the bills do not thereafter increase to the level where the credits can be applied
in full, then BPA will begin making cash payments to the utility in the amount of the
accumulated-but-unused credits. This cash payment will probably be on a rolling period
and timed with the utilities’ debt service payments to bond holders.



Prepay Regional Team
Meeting #2

January 18, 2012
1lam-2pm

Held at the office of: Tacoma PUD
3628 S 35th St, Tacoma, WA 98409-3115
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Agenda for Today’s Meeting

Update of the regional team members
Comparison of prepay solution to existing alternatives

Term sheet discussion
Timeline update

Next Steps



B O N N E V | L L E P O W

Update to

E R A D M I N I S T R A T

Regional Team

Benton PUD
Chad Bartram
Assistant General Manager
bartramc@bentonpud.org
509-582-1202

Eugene Water & Electric Board (EWEB)
Cathy Bloom
Financial Services Manager
Cathy.BLOOM@eweb.org
541-685-7150

Clark PUD
Rick A Dyer
Director of Finance/Treasurer
RDyer@clarkpud.com
360-992-3384

Bonneville Power Adminstration
Jon M. Dull

jmdull@bpa.gov
503-230-7544

Lewis PUD
David Plotz
Power Manager
davidp@Icpud.org
360-740-2429

Andre Hesser
Financial Analyst
aghesser@bpa.gov
503-230-3225

Northwest Requirements Utilities (NRU)
Geoff Carr
ghcarr@pacifier.com
503-233-5823

Robb Roberts
Attorney Advisor
rfroberts@bpa.gov

Snohomish PUD
Glenn McPherson

503-230-4314

Asst. General Manager, Finance and Treasurer Peter Stiffler

gsmcpherson@snopud.com
425-783-8356

Jim Herrling

Deputy Treasurer
jlherrling@snopud.com
425-783-8303

Industry Economist
pbstiffler@bpa.gov
503-230-5660

Manager, Debt and Investment Management, acting

Tacoma Power
Jim Russell
Power Management
jrussell@ci.tacoma.wa.us
253-502-8395

Matt Zehnder
Power Analyst
mazehnder@ci.tacoma.wa.us
253-502-8686
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Additional Participants

. BPA has asked Citibank (Citi) and Bank of America Merrill Lynch (BAML) help provide additional
resources and expertise to the team but will have limited participation.

. The team agreed that each utility or participant can invited a limited amount of guests (e.g., financial
advisor, counsel, others) to meetings when they patrticipate.

. Since the last meeting:

. Kevin O'Meara from Public Power Council has asked to join the January and February meetings.

. BPA has asked Doug Brawley from PNGC to represent the regions coops.
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Comparison of Prepay Solution to Existing Alternatives
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Overview

December 8" meeting indicated desire to understand rate impacts of the “Do Nothing Case”

If BPA does not a) obtain additional Treasury borrowing authority and/or b) develop new
financing tools BPA, will have to

«  Cut capital spending, and/or

. Revenue Finance capital spending which exceeds bond amortization once existing borrowing
authority is extinguished

BPA will reach its Treasury borrowing ceiling in 2016 unless action is taken (assumes reserving
$750M for risk mitigation).

Discussion of capital spending levels is part of the upcoming Capital Review process, NOT
prepay discussions

«  Spending levels should be evaluated on project merits/regional needs

. Evaluation of capital programs should weigh costs/benefits of projects independent of statutory
limitations in BPA'’s ability to borrow for Power.

New financing tools for Power are needed
. Lease financing developed for Transmission (successful, with broad regional buy-in)

. Financing tools for Power are more fundamentally limited
— Proven 3 party financing for Power is limited (ENW and power and conservation acquisitions)
— BPA has put its efforts in 3" party financing conservation on hold at this time

— Given the types of capital needs for Power, the two available funding approaches appear to be

Revenue Financing and Prepays
I 6



B O N N E V | L L E P O W E R A D M I N I S T R A T I O

Prepayment is Preferable to Revenue Financing

Power Rate Delta from Base for Revenue Financing and Prepay

(Base assumes 10% Capital Reduction from 2010 IPR, and unlimited borrowing)

12%

10%

8%

6%

4%

2%

0%
2014/15 2016/17 2018/19 2020/21

-2%

M Revenue Financing - 'Do Nothing' B Prepayment - Combined Agency View

Ll Revenue Financing would produce rates which are 5.7% higher in FY 2016/17, and 9.5% higher in FY 2018/19, than Base Case.

These deltas are in addition to base changes in power rates due to anticipated program spending levels, updated secondary revenue forecasts, etc.
Ll By comparison, Prepayment is relatively rate neutral.

Rate impact averages 0.8% above Base Case through 2021.



B O N N E V | L L E P O W E R

The benefits of a Power Prepay
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Prepayment is relatively inexpensive and preferable to Revenue Financing

« The “Do Nothing” case results in unsustainable rate impacts to the Region (previous

slide)

« Cost of prepayment program is expected to be comparable to Lease Financing for

Transmission

Estimated All-In Costs Above BPA’s Treasury Borrowing Rate

(in basis points)

30 years 7 years
Lease Financing (taxable)
Non-Oregon (no property tax) 95 110-165
Oregon (property tax) 150-220 165-290
Prepays
Taxable 195-230
Tax Exempt 85-120

Rates as of 6/23/2011
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Additional Material: The Borrowing Authority Problem

5,000
—eeC Lrrent 10 year target
3,000 + Level of Borrowing
Authority needed to
assure access to the
$750M liquidity facility
1,000 = l
............................................................... e e CELTEECEETEE) SEEEEEE P EErS
E ¥ L] L] L L L L] L] L] L L L L) ¥
=] 20M 2012 2013 2014 2015 2016 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
z ]
< (1,000) > Need to Solve
$3.3 Billion Gap
(3,000) o
(5,000) -
(7,000)
=——2010 IPR / BP-12 Rate Case =dr—2010 IPR / BP-12 Rate Case with 10% Reductions
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Addition Material: Revenue Financing

Caveats

No one really knows what would happen if BPA reached its Treasury borrowing limit.

If we assume that capital investment is not cut, as we have in all other scenarios, some view revenue financing
as the default option.

Scenario Assumptions

Starting with the capital forecasts from the Base Case — 10% Capital Reduction, once total available remaining
Treasury borrowing reaches the $750 million threshold, Power capital borrowing matches bond amortization.

The remaining capital spending, about $4 billion, is funded through a combination of the cash generated from
the Anticipated Accumulation of Cash (AAC) and revenue financing.

The anticipated accumulation of cash mitigates the effect of revenue financing. As noted in the earlier
discussion of the AAC, we would otherwise expect to accumulate about $1.1 billion in cash. In this scenario, we
are able to use this cash for capital investment which reduces the need for revenue financing.

Despite the mitigation due to the AAC, the revenue financing requirement is significant. There is little Federal
bond repayment in the 2016-2019 period. In 2017, for example, the entire Power capital program was revenue
financed.

Eventually rate impact will be mitigated: by 2028, rates are only 4% higher than the base case scenario. The
variance from the base case declines over the study period because we would not be paying interest on capital
investment that has been financed with revenues instead of debt.

10
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Additional Material: Borrowing Authority under Revenue Financing

5,000
+——Current 10 year target
3,000 + Level of Borrowing
Authority needed to
assure access to the
$750M liquidity facility
1,000 - S — S —— J P—
M
5 v v v v v v v v v v v v v v v v v
% 2011 2012 2013 2014 2015 2016 2 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
£ (1,000) 4
(3,000) 4
(5,000) 4
(7,000)
== Base Case —- 10% Capital Reduction === Fate Financing to Maintain Minimum Borrowing Authority

11
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Addition Material: Prepayment

Caveats

" Capital decisions in the 2012 IPR process are separate

" Outcome of 2012 IPR could impact size of prepay program offers

" New program, many issues to be identified, including differential treatment of participating and non-

participating customers

Scenario Assumptions

" Base 10% capital reduction scenario with revenue financing; Agency-wide look.

" Relies on $400 million in reserve financing and 25% lease financing for Transmission, which frees up some
borrowing authority for Power.

] AAC for Power is $1.1 billion.

. Between FY2014-2021, a remaining $1.2 billion in agency capital spending is not otherwise met through
borrowing authority, reserve and/or lease financing, and AAC for power.

. This remaining amount is allocated between Power and Transmission roughly 50/50, and is revenue financed to
provide sufficient borrowing authority through 2020/21.

. Revenue financing is held constant beyond 2020/2021 levels.

. Prepayment (builds on above and includes upfront prepayment in early years)

12
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Additional Material: Borrowing Authority under Prepayment

5,000

Current 10 year target
Level of Borrowing Authority
needed to
assure accegs to the $750M

3,000

1,000

2011 2012 2013 2014 2015 2016 2017 8§ 2019 2020 2021 2022 2023 2024 2025

2026 2027 2028

(1,000)
(3,000)

(5,000)

(7,000)

—k— Base Case -- 10% Capital Reduction Prepay Solution
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Term Sheet Discussion
(please see additional handout )

14
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| Legend I
Rating Agency Dialogue Draft Documents | ; |
| Regional Team
Prepay Outreach I
to the Region | [BPAandutity | |
(April 1-14™)
L — 4
Term Shsiis Comment Period .
Deliverable (April 16" -30) Complete any transactions
that do not require a
[} Private Letter Ruling |
A
I ' \\
Request IRS u \
Prepay Team Prepay Team Prepay Team Prepay Team Select Initial Private Letter ‘} Up to 12 months )
Meeting 1 Meeting 2 Meeting 3 Meeting 4 RFP SRS Ruling* | /
(Dec. 8th) (Jan. 18 yr (Feb 29™yx* (March 21%** : i
i/
° ° ° ° ‘ ‘/
Capital Review X
pProcess Integrated Program Review BPA Rates
Decision (IPR) Initial Proposal
December January February March April May June September October November December

* Assumes that a customer issues bonds to fund the power prepayment

** Currently scheduled to be held at Tacoma PUD from 11am-2pm

Meeting Objectives

(1) Finalize term sheets/RFP process

(1) Federal and state law (2) Accounting treatment (3) Rating agencies

(1) Introduced the principles and base structure (2) Defined expectations and agreed upon meeting protocal

(1) Review power rate analysis (2) Discuss term sheet (3) Invite banker reaction and feedback to the base case
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Next Steps

= Continue to discuss the term sheet
= |[dentify accounting treatment of a prepay transaction (BPA and the utility)

= Make contact with external experts for the February 29 meeting

N

S T R A T

O
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Prepay Working Group
]
Subordinate Lien Considerations

January 18, 2012
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Subordinate Lien Structure (Utility Issuer)

Subordinate

Lien
Debt Service

Existing BPA Contract

Participants

Bond
Proceeds

r‘ Prepaid Power Amendment |
Upfront Payment from

Bond Proceeds

ﬁ

Energy

e Amendment to BPA Power Sales Agreement
* On-balance sheet financing by Participant

e Bonds rated on utility credit / Participant takes
BPA credit risk

e BPA true up payments in event of failure to
deliver

e Potential utility rating/debt metrics impact

Ultimate Goals:

1) Insulate utility from any impact from its
bond covenants on its future ability to issue
senior or subordinate bonds

2) Develop structure which minimizes impact
on debt metrics / provides basis to
convince rating agencies to address utility
credit essentially identically to pre-prepay

Bankof Amorica 6P
Merrill Lynch



Subordinate Lien Structure (Utility Issuer)

Revenue Fund BPA Cash True-up Payments
Alt. 1 (directly to Utility)

BPA Prepay Credits

Existing Senior Bonds

. . BPA Cash True-up Payments
FIEDEL TR (LIS [Eoiee Alt. 2 (directly to Trustee)

Utility Flow of Funds

Capital Improvements

Note: 1) Direct payment of true-up costs by BPA to trustee/paying agent may be possible under a tax exempt N\
. : . o \ . Rankof kmerica %P
financing structuring and would be clearly permissible under a taxable financing structure. Merril Lymel ( Itl



Insulating the Utility’s Credit: Subordinate Lien Prepay

e Objective:
— Use subordinate lien to preserve lien position/rating on senior lien bonds
— Insulate utility from impact on additional senior or subordinate bonds under its bond resolution

e Security Considerations/ Bond Resolution:
— Utility requirement to pay based upon BPA delivery of power

— Bonds “secured” by BPA true-up payment directly to trustee/paying agent in event of BPA failure to
deliver

— Treat prepay subordinate debt service as O&M cost for additional bonds test (ABT)
= Mimics current situation — no change in ABT metrics
= Does not result in anomaly during prepay period which ends in 2028

= Allow additional parity bonds at subordinate level subject to “usual” ABT (with prepay debt service
treated as O&M)

Merrill Lyneh



Resulting Financial Metrics — Hypothetical Case Study

The below example illustrates a hypothetical utility prepaying $35 million in annual BPA power costs

Preliminary Metrics
(For illustration only)

(B) Prepay as Senior (C) Prepay as

(A) Current Situation Debt Subordinate Debt

Revenues $300 $300 $300
Expenses 237 202 202
Net Revenues $63 $98 $98
Senior Electric System Debt Service 35 68 35
Subordinate Prepay Debt Service 0 0 33

Debt Service Coverage

Senior Electric System Bonds 1.80x 1.44x 2.80x

All Bonds 1.80x 1.44x 1.44x
Fixed Charge Coverage? 1.33x 1.30x 1.30x
Debt Ratio

Before Prepay 38%

After Prepay - with Asset 57%

After Prepay - without Asset 84%

1 Assumes Utility prepays $35 million per year in annual BPA costs. 7~
4 2 Assumes S&P takes 50% of BPA costs as “fixed charge.” Estimate uses $100 million in annual BPA power costs. Bankof America 0P I I
Merrill Lynch



Subordinate Lien Structure: Considerations

e Most straightforward approach: clearly e On-balance sheet treatment for utility

achievable ' _ . .

¢ Negatively impacts combined debt service

e Works well with concept of prepay amendment coverage and fixed charge coverage

to payment terms of existing BPA contract calculations by the rating agencies
* No other changes in existing BPA contract e Negatively impacts debt ratio calculations
e Borrowing costs covered by BPA credit e Uncertainty as to future treatment by rating

agencies

e Ultility gets incentive payment

: : _ L o Utility takes BPA credit risk for regular
e Subordinate lien structure better insulates utility subordinate bonds

credit/primary borrowing lien

_ _ * Separate utility subordinate lien transactions

negative impact on utility’s borrowing capacity financings
under its bond resolution

5 Rankof America 7 5
Merril Lynech | I



IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is notintended or written to be used, and cannot be used or
relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction").
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment. Nor are we acting in any other capacity as a fiduciary to you. By accepting this presentation, subject to
applicable law or regulation, you agree to keep confidential the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal,
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials,
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number.
We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof
and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any
time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation and (ii) prohibits analysts from being compensated for
specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures
designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

© 2010 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout
the world.

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important
issue of climate change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-
emission reduction activities; (b) committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power
for our operations in 2006; (d) creating Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to
clients for renewable energy development and projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with
a broad range of stakeholders on the issue of climate change to help advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation 7~

Bankof Amorica 6P
Merrill Lynch



Prepay Regional Team
Meeting #3

February 22", 2012
1llam-2pm

Held at the office of; Tacoma Power - Auditorium Conference Room
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Utility Members

Benton PUD
Chad Bartram
Assistant General Manager
bartramc@bentonpud.org
509-582-1202

Clark PUD
Rick A Dyer
Director of Finance/Treasurer
RDyer@clarkpud.com
360-992-3384

Lewis PUD
David Plotz
Power Manager
davidp@Icpud.org
360-740-2429

Northwest Requirements Utilities (NRU)
Geoff Carr
ghcarr@pacifier.com
503-233-5823

Snohomish PUD
Glenn McPherson
Asst. General Manager, Finance and Treasurer
gsmcpherson@snopud.com
425-783-8356

Jim Herrling

Deputy Treasurer
jlherrling@snopud.com
425-783-8303

Bonneville Power Adminstration
Jon M. Dull
Manager, Debt and Investment Management, acting
jmdull@bpa.gov
503-230-7544

Andre Hesser
Financial Analyst
aghesser@bpa.gov
503-230-3225

Robb Roberts
Attorney Advisor
rfroberts@bpa.gov
503-230-4314

Peter Stiffler
Industry Economist
pbstiffler@bpa.gov
503-230-5660

Tacoma Power
Jim Russell
Power Management
jrussell@ci.tacoma.wa.us
253-502-8395

Matt Zehnder
Power Analyst
mazehnder@ci.tacoma.wa.us
253-502-8686

O
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Agenda for Today’s Meeting

Review of the draft term sheet

. Minimum level of participation

. Increments above the minimum level
Auction Process

. “As is” bidding

. Market-Clearing Auction Price
Timeline

. Major milestones for the regional team

. Future agendas

Risks profile

Next Steps
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Draft Term Sheet

= Please see additional handout
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Auction Process

. BPA will offer a fixed number of product ‘Blocks’, upon which customers will bid.

" These products will be identical, offering a specified fixed (potentially shaped using BPA’s average load) monthly
credit for the value of electricity through the term of the Regional Dialogue contracts.

" Customers will bid on one or more of these Blocks, specifying the price of the prepayment (that is the amount of
cash to be prepaid).

" Customers will be permitted to bid on credit streams up to 50% of the average monthly value of future electricity
purchases, and no more than 75% of the value which coincides with their lowest months load.

" BPA will not close the deal if the amount of the accepted bids does not equal at least a minimum amount.

" BPA will select bids up to its internally selected reservation price.

" BPA will accept the risk of interest rate movement between the auction date and the date the deal closes.

" If the price movement between the bid date and the close date is such that BPA chooses to cancel the deal,

BPA will reimburse all parties with an accepted bid for reasonable costs incurred between those two dates.

" A customer may exit the deal before the deal closes for a payment
. However, earnest monies may be required
" BPA could run this auction for several years in a row, but the number of years for the available credits would

decline each year (to coincide with the term of the Regional Dialogue contracts).

. If multiple bids are received at the same price, a lottery would be used to determine the winning bid.
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Auction Process

" BPA is considering two different methods to determine the price paid for accepted offers
. “As Bid” Pricing: The price paid for each Block will equal the price offered for that Block by the
Preference Customer whose offer is accepted.

. Market-Clearing Auction Price: The market-clearing auction price per Block will apply to all accepted
offers.
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“As Is Bid” Example

BPA Offers 20 Blocks of $100,000 monthly credits for the value of electricity for 15 years

BPA anticipates that, if fully subscribed, this program would generate 200-260 million in prepayment revenues
«  This is roughly equivalent with $12 million mortgage over 15 years at 5.75%

« Therefore, depending on the size of the program desired, BPA sponsors could recommend a $10 million
reservation price (which would be equivalent to a 9% rate on the mortgage)

Suppose BPA receives 35 bids as follows:
« 99.1,9.29.8,10,10.2,...... ,12.9 ( bid total),...,15 (9 bids total),16 (8 bids total) ,20 (1 bid total)
* 4 bids are less than the $10 million dollar reservation price
« 31 bids remaining, of which the 20t lowest bid = $12.9 million
«  $12.9 million is the market clearing price, however participants pay there actual bid of 12.9,15,16 and 20
*  The program generates $295.9 million in prepay revenues
The Program is Over-Subscribed
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Market Clearing Auction Price- Example 1

BPA Offers 20 Blocks of $100,000 monthly credits for the value of electricity for 15 years

BPA anticipates that, if fully subscribed, this program would generate 200-260 million in prepayment revenues
«  This is roughly equivalent with $12 million mortgage over 15 years at 5.75%

» Therefore, depending on the size of the program desired, BPA sponsors could recommend a $10 million
reservation price (which would be equivalent to a 9% rate on the mortgage)

Suppose BPA receives 35 bids as follows:
« 99.1,9.29.8,10,10.2,...... ,12.9 ( bid total),...,15 (9 bids total),16 (8 bids total) ,20 (1 bid total)
* 4 bids are less than the $10 million dollar reservation price
« 31 bids remaining, of which the 20t lowest bid = $12.9 million
*  $12.9 million is the market clearing price

«  The program generates $258 million in prepay revenues

The Program is Over-Subscribed Demand and Supply for Prepayment Blocks

Over-Subscribed
25 Supply
$258 million funded

20

$12.9m Market
Clearing

Jury
wv

=
o

Price ($million)

1234567 8 91011121314151617181920212223242526272829303132333435

Prepayement Blocks
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Market Clearing Auction Price- Example 2

BPA Offers 20 Blocks of $100,000 monthly credits for the value of electricity for 15 years

BPA anticipates that, if fully subscribed, this program would generate 200-260 million in prepayment revenues
«  This is roughly equivalent with $12 million mortgage over 15 years at 5.75%

» Therefore, depending on the size of the program desired, BPA sponsors could recommend a $10 million
reservation price (which would be equivalent to a 9% rate on the mortgage)

Suppose BPA receives 35 bids as follows:
e T71,7157.2,...... ,10.4,...,15.1,16,18,20
« 21 bids are less than the $10 million dollar reservation price
» 14 bids remaining, of which the lowest bid = $10.4 Million
*  $10.4 million is the market clearing price
*  The program generates $145.6 million in prepay revenues

The Program is Under-Subscribed Demand and Supply for Prepayment Blocks
Under-Subscribed

Supply

25

$146 million funded

20

=
v

$10.4m Market
Clearing

=
o

Price ($million)

Demand

1234567 8 91011121314151617181920212223242526272829303132333435
Prepayement Blocks
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‘ Draft Documents ‘

‘ Rating Agency Dialogue ‘

Prepay Outreach
to the Region
(April 1-14™)

UG S Comment Period

A D M

I S T R A T |

Updated Major Milestones Timeline

I
I
I
I
L —

O N

I
[FegonaTean | |
EZEH |

Jd

R | \
Deliverable (April 16" -30™) ) i
Request IRS Private Letter \} Up to 12 months
I} Ruling for Future Deals* i P
I
I L/
| //
~ RFO Select Initial Complete any transactions | }/
Prepay Team Prepay Team Prepay Team Prepay Team (First Transaction «—— 90-120days —— > Participants tha? qo not require
Meeting 1 Meeting 2 Meeting 3 and 4 Meeting 5 Taxable) (Taxable) participants to bond
(Dec. 8th) (Jan. 18" )= (Feb 22™ & 29™M)** (March 21°)**
A
Capital In
Review Integrated Program Review BPA Rates
Process (IPR) Initial Proposal
Decision
December January February March April May June July August September October November December

* Assumes that a customer issues tax-exempt bonds to fund the power prepayment and therefore a Private Letter Ruling is required from the IRS
** Meetings 3-5 are currently scheduled to be held at Tacoma Power from 11am-2pm

Meeting Objectives

) Introduced the principles and base structure (2) Defined expectations and agreed upon meeting protocol

) Review power rate analysis (2) Discuss term sheet (3) Invite banker reaction and feedback to the base case

(1) Revised term sheet (2) Alternative auction proposal (3) Risk assessment

(1) Federal and state law (2) Proposed rating agencies strategy

(1) Finalize term sheets (2) Possible accounting treatment
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= Please see additional handout

P O W E R

A D M

Risk Profile

N
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Next Steps

= Continue discussion on the draft term sheet and the auction process
» Finalize rating agency strategy
= Go over possible accounting treatment

» Regional team meeting Feb 29t

N

S T R A T

O
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Prepay Regional Team
Meeting #4

February 29, 2012
1lam-4pm

Held at the office of: Tacoma Power - Conference room M1 (main floor)

To dial into the bridge, please dial 503-230-5566. At any time during or after the message and the double beep, enter 4457 #.
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P O W E R A°D M I N I S TR A T I
Utility Members
Clark PUD Eugene Water & Electric Board (EWEB)
Rick A Dyer Cathy Bloom
Director of Finance/Treasurer Financial Services Manager
RDyer@clarkpud.com Cathy.BLOOM@eweb.org
360-992-3384 541-685-7150
Lewis PUD PNGC Power
David Plotz Doug Brawley
Power Manager Senior Vice President of BPA Supply & Member Rates
davidp@Icpud.org DBrawley@pngcpower.com
360-740-2429 503-288-1234
Northwest Requirements Utilities (NRU) Benton PUD
Geoff Carr Chad Bartram
ghcarr@pacifier.com Assistant General Manager
503-233-5823 bartramc@bentonpud.org
Snohomish PUD 509-582-1202
Glenn McPherson
Asst. General Manager, Finance and Treasurer Janet White
gsmcpherson@snopud.com whitej@bentonpud.org
425-783-8356 Bonneville Power Adminstration
Jon M. Dull
Jim Herrling Manager, Debt and Investment Management, acting
Deputy Treasurer jmdull@bpa.gov
jlherrling@snopud.com 503-230-7544
425-783-8303
Tacoma Power Andre Hesser
Jim Russell Financial Analyst
Power Management aghesser@bpa.gov
jrussell@ci.tacoma.wa.us 503-230-3225
253-502-8395
Robb Roberts
Matt Zehnder Attorney Advisor
Power Analyst rfroberts@bpa.gov
mazehnder@ci.tacoma.wa.us 503-230-4314
253-502-8686
Peter Stiffler
Industry Economist
pbstiffler@bpa.gov
503-230-5660
N 7
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Agenda for Today’s Meeting

" Continued Term Sheet Discussion
. Minimum prepayment
. Performance Deposits
. Auction Process
" Continued Auction Process
. Market Clearing Auction

. Bidding example
— Valuing a block of credits
— Formulating a bid
— Rate of return
— Interest rate risk
— Credit spread risk

= Other Concerns Expressed
= Federal and State Law
. Timeline

. Proposed Rating Agency Strategy

. Next Steps



B O N N E V | L L E P O W E R A D M I N I S T R A T I O

Review of Last Weeks Regional Team Meeting

Minimum Prepayment
" Customers supported $50,000 monthly prepay credit block ($9 million or 5.5 aMW).

" NRU and PNGC raised concerns over the 4 block prepay minimum ($36 million or a 20 aMW) but expressed it
was a improvement from the $100 million minimum prepayment that was earlier expressed.

. BPA recommends that we drop the 4 block minimum for participating utilities.

" BPA has the expectation that the total participation level in the first RFO will need to be $300-500 million to
proceed with the program.

Performance Deposits
" BPA proposes dropping the performance deposit requirement.

Auction Process

" BPA proposes to use the “Market Clearing Auction.”
Participating Utilities Non-participating Utilities
- : , . " -
BPA sets the Price Market Clearing Auction ~AsBid
= Minimizes BPA's funding amount « Creates an “economic” market = Minimizes BPA'’s implied cost of

capital

=  Maximizes customers’ rate of . .
Customers may not participate

return

Creates a “most favored nation” .
clause for customers (everyone
gets the same price)
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Auction Process: Market Clearing vs. As Bid Mechanism

Market Clearing Price As Bid Clearing Price
s iy AN it BPA Implied Cost of Consumer Rrindins Ao BPA hnpllc?d Cost of Consumer
Capital Surplus Capital Surplus

27,948,550 3.3% 1,975,075 7,948,550 33% -

27,102,800 3.8% 1,129,325 27,102,800 3.8% -

26,545,600 44% 572,125 26,545,600 4.4% ;

49% - 5,973,47 4.9% -
JaN Clearing price for all successful bids ™\ Final price of each successful bid

____________________________________________________________________________________________________

Total Program Generates = $107.57 million
BPA Implied Cost of Capital = 4.1%

Total Program Generates = $103.89 million
BPA Implied Cost of Capital = 4.9%
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Valuing a Block of Credits

. BPA is planning on offering blocks of $50,000 monthly credits.

" If a utility purchases 4 blocks and since the current contracts go through 2028, or ~ 15 years (assuming that
funding takes place on March 1st, 2013), the nominal value of the credits would be $36.0 million:

. $50,000 monthly credits per block

. $600,000 annually per block ($50,000 X 12 months)

. $9.0 million contract value per block ($600k X 15 years)
. $36.0 million ($9.0 million per block X 4 blocks)

" The nominal value ignores the time value of money or financing costs related to funding the credits.
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Formulating A Bid (Breakeven)

" A utility's bid will be based on their cost of capital and the amount of savings it requires.

. As an example let’s assume a utility formulated a bid using the following assumptions:
. $50,000 monthly 15-year power block
. 4 power blocks in total

. Utility’s all-In cost of capital (financing rate) = 3.33%

" Using these assumptions we calculate that the maximum a utility would be willing bid for a total of 4 blocks is
$27,948,550 ($28,290,000 minus cost of issuance). As demonstrated below, this bid would result in the utility
receiving no incentive from Bonneville.

A

1/1/2014 2,400,000 1,635,000 765,000 2,400,000
1/1/2015 2,400,000 1,650,000 750,000 2,400,000 -
1/1/2016 2,400,000 1,670,000 730,000 2,400,000 -
1/1/2017 2,400,000 1,690,000 710,000 2,400,000 -
1/1/2018 2,400,000 1,715,000 685,000 2,400,000 -
1/1/2019 2,400,000 1,745,000 655,000 2,400,000 -
1/1/2020 2,400,000 1,785,000 615,000 2,400,000 -
1/1/2021 2,400,000 1,830,000 570,000 2,400,000 -
1/1/2022 2,400,000 1,885,000 515,000 2,400,000 -
1/1/2023 2,400,000 1,940,000 460,000 2,400,000 -
1/1/2024 2,400,000 2,005,000 395,000 2,400,000 -
1/1/2025 2,400,000 2,070,000 330,000 2,400,000 -
1/1/2026 2,400,000 2,145,000 255,000 2,400,000 -
1/1/2027 2,400,000 2,220,000 180,000 2,400,000 -
1/1/2028 2,400,000 2,305,000 95,000 2,400,000 -

36,000,000 ( 28,290,00® 7,710,000 36,000,000 -
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Formulating A Bid and a Rate of Return

" As a utility lowers its bid from the breakeven price of $27,948,550, its debt service is lowered and savings are
generated.
] How low a utility bids will depend on the perceived risk in the prepayment and the utility’s desire to receive an

additional incentive payment.

" The following table shows the relationships between a lower bid price, spread over the utility’s borrowing rate
(the implied additional cost to Bonneville), and the savings realized by the utility.

Bid Price/Savings Sensitivity

Spread Over Utilit - BPA Implied Cost of
Total Bid P 1.ea 'Ver e Annual Credits Total Debt Service [l Gross Savings llGross Savings™ (% P 1? S8E0
Financing Rate Capital

$ 27,948,550 0.00% $ 36,000,000 $ 36,000,000 0.0% 3.33%
27,102,800 0.44% 36,000,000 34,877,221 1,122,779 3.0% 3.77%
26,545,600 1.05% 36,000,000 33,434,723 2,565,277 7.0% 4.38%
25,973,475 1.52% 36,000,000 32,360,145 3,639,855 10.0% 4.86%

(1) Gross savings as a percentage of total credits
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Interest Rate Risk

" If a utility issues bonds to fund the prepayment, there are two main components to the borrowing cost:
. Interest Rates (US Treasury Index)
. Credit Spread Risk (the spread to Treasuries)

- To protect the utility, Bonneville has offered to take the interest rate risk associated with a change in the US
Treasuries between the time the bid is accepted and the funding transaction is priced.

" Similar to if a utility entered into a interest rate hedge with BPA, if interest rates rise between when the bid was
accepted and the funding transaction, the utility would fund less than the agreed to amount, and if interest rates
declined between the bid was accepted and the funding transaction, the utility would fund more than the agreed
to amount.

" As an example: Assume the a utility originally submitted a bid of $27,948,550 for four $50,000 15-Year monthly
power blocks. If interest rates were to rise by 50bps the final bid price would be adjusted downward to
$26,948,575 giving the utility the same savings profile as when it originally entered the bid.

Change in Treasury Rates

075%

" Final Bid Price 30,132,575 29,560,450 29,013,200 28,470,925 27,948,550 27,446,075 26,948,575 26,475,950 25,998,350
Change in Price 2,184,025 1,611,900 1,064,650 522,375 - -502,475 999,975  -1,472,600  -1,950,200
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Credit Spreads Risk

" Bonneville has offered to take the interest rate risk associated with a change in US Treasuries between the time
the bid is accepted and the funding transaction is priced, however Bonneville does not assume the utility’s credit
spread risk.

. BPA is exploring potential “off ramps” for utilities if credit spreads increase above a certain level.

" If credit spreads were to change and no “off ramp” to terminate the prepay agreement was available, no

adjustment would be made to the prepayment amount.

" The following table shows the impact of a change in credit spreads (both higher and lower) on the actual savings
realized by the prepaying utility.

. As a base case (0% change in credit spread) we assume that the utility’s bid would have resulted in
savings of 3%.

Change in Credit Spread

020%

Total Debt Service 34,241,748 34,375,388 34,496,789 34,621,656 34,754,648 34,877,221 35,010,035 35,137,316 35,266,196 35,387,644 35,514,405

Total Savings 1,758,252 1,624,612 1,503,211 1,378,344 1,245,352 1,122,779 989,965 862,684 733,804 612,356 485,595
Change in Savings 635,474 501,833 380,432 255,566 122,574 - (132,814) (260,095) (388,974) (510,423) (637,184)
Total Savings (%) 49% 4.5% 42% 3.8% 3.5% 3.0% 2.7% 2.4% 2.0% 1.7% 1.3%

10
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Other Concerns Expressed By The Regional Team

If BPA is assuming the interest rate risk between the time the bid is accepted and the funding transaction is priced, is there
a derivative impact that needs to be explored?

+  BPA staff agrees and will look into this

Are there any cash impacts between slice and non-slice customers due to the infusion of cash from the prepays?

«  BPA staff does not think there will be any equity issues between slice and non-slice customers because it will apply to
both customer classes in the same way. The credited revenues would be an element of Minimum Required Net

Revenue (MRNR) that will impact both customers in the same way.

If BPA uses the prepayment to pay down Treasury Bonds, it could have considerable negative arbitrage since it would be
paying low interest rate bonds off with a higher cost of capital.

*  BPA plans to limit the number of blocks offered to customers and limit the number of blocks so that the maximum
potential prepayment does not exceed forecasted capital spending. In addition, there is a low probability of this
ocrg:urring, )since BPA would have to receive $800 million in prepayment funds each RFO (RFQO'’s are offered every
other year).

BPA should not over collect on prepays and needs to set an annual limit.
« See above answer about prepayment of Treasury bonds

BPA should consider the overall cost of capital of prepays and compare it to other sources of capital.
* BPA has passed this concern on to management.

BPA needs to set an overall prepayment total to ensure the deemed assignment of prepayment credits is useful.

+ BPA staff agrees, inherently we have done this by setting individual utility limits at 50% of their bill. Therefore, if all
customers participated there would be approximately $1.5-2.0 billion in annual revenue that would be a available for
the deemed assignment from a participating customer if it was unable to use all of its credits.

BPA should consider allowing utilities to sell their credits to make them more liquid, similar to the Renewable Energy Credits
/Certificate (REC). market.

+ BPA staff believes that this could cause tax-exempt financing concerns and may be considered in future RFO’s but

seems to be premature for the initial program design.
n
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Federal and State Law

Conversation with BPA’'s General Counsel and Nancy Neraas from Foster Pepper PLLC

S T R A T

O

12



B O N N E V | L L E P O W E R A D M I N I S T R A T I O N

Updated Major Milestones Timeline

‘ Draft Prepayment Amendment to PSAs ‘ —_—————— L
| Legend I
‘ Rating Agency Dialogue ‘ | ; |

Regional Team
~ Prepay Outreach I I
Term Sheets 3 to the Region | [BPAandutiity | |
Deliverable / L ]

Comment Period

A

T \
Request IRS Private Letter |
Ruling for Future Deals* ! Up to 12 months
Prepay Team Prepay Team Prepay Team Prepay Team b
Meeting 1 Meeting 2 Meeting 3 and 4 Meeting 5 A } /
(Dec. 8th) (Jan. 18" )+ (Feb 22 & 29"y (March 21%)* RFO 15 Days Select Initial Complete any transactions |
’ ) Day articipants that do not require
o ° @ ° (First Transaction Taxable) (Taxable)*** participants to bond
Capital In Review Process Decision LG PIer))gram RGN Close Out BPA Rates
(IPR) Letter for IPR Initial Proposal
N A
December January February March April May June July August September October November December

* Assumes that a customer issues tax-exempt bonds to fund the power prepayment and therefore a Private Letter Ruling is required from the IRS
** Meetings 3-5 are currently scheduled to be held at Tacoma Power from 11am-2pm
** Funding for utilities that issue debt would be in April/May 2013

Meeting Objectives

(1) Introduced the principles and base structure (2) Defined expectations and agreed upon meeting protocol
(1) Review power rate analysis (2) Discuss term sheet (3) Invite banker reaction and feedback to the base case
(1) Revised term sheet (2) Alternative auction proposal (3) Risk assessment

(1) Term sheet (2) Auction process (3) Federal and state law (4) Proposed rating agencies strategy

(1) Finalize term sheets (2) Draft rating agency presentation

13
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Proposed Rating Agency Strategy- Logistics

Host an initial meeting with the rating agencies to describe the prepayment program and the proposed borrowing structure
+ Keeps a consistent message, avoids confusion over structure and its impacts
* Include a sub-group of the regional team
* Informational in purpose
— Seeking feedback from rating agencies on rating methodology/impacts on debt metrics
— Additional meetings on the individual utility level warranted should transaction move forward
BPA patrticipants: Claudia Andrews and Jon Dull

Utility participants: Two participants are recommended to help focus the conversation
1 PUD (Snohomish)
« 1 City Utility (Tacoma)

Banker/FA Participants
* 1 banker each from Citi/BAML

* DeRose as FA representative

In-person meetings recommended in either San Francisco or New York
* Fall back option would be to host meetings in Seattle

Timing: April 2012
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Proposed Rating Agency Strategy- Topics (continued)

1) Introduction (2 pages)
a) Introduction of meeting participants
b) Executive summary of prepay concept

2) BPA Capital Discussion (2-3 pages)
a) Summary of financing needs over next 10 years
b) Summary of funding alternatives
c) Size and scope of prepayment program

3) Prepay Term Sheet (2-3 pages)

a) Nature of the prepay
i.  $50,000 monthly blocks
ii. 15years

b) Selection Process
i.  Market Clearing Auction

c) Funding Commitments and Off-ramps
i. Interest rate risk
ii. Credit spread risk

d) Deemed Assignment of Credits
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Proposed Rating Agency Strategy- Topics (continued)

4) Overview of Proposed Structure (4-5 pages)
a) Subordinate credit of utility
b) Flow of funds
i. How BPA's prepay credits work in flow
ii. Additional Bonds Test, bond covenants
c) Security: Utility safeguards
i. BPAdelivery obligation / true-up payments
ii. Nature of obligation of the utility
iii.  Utility failure to pay debt service
iv. Deemed reassignment of credits
v. Force majeure

5) Overview of legal authority (1 page)
a) Federal Law
b) State law
c) Taxlaw
i.  Private letter ruling on future deals

6) Indicative numbers (3-4 pages)
a) Structure of cash flows (prior bill, credits, debt service, etc)
b) Effect on utility’s credit metrics (how we would like them to see it)



7)
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Proposed Rating Agency Strategy- Topics (continued)

Conclusion and Asks (2 pages)
a) Schedule overview
b) Ask for feedback from the agencies in [2] weeks
i.  How each agency will view prepay debt service versus current O&M obligation
ii. How each agency will treat the structure in their metrics
a. Relationship to debt/coverage ratios
b. Future debt capacity
iii. Guidance on how much a utility could prepay BPA without affecting its senior ratings

17



B O N N E V | L L E P O W E R A D M

Next Steps

= Continue Federal and State law research
» Regional Team Meeting on March 21st
* Finalize term sheet

* Review draft rating agency presentation

= Driving toward recommening a final term sheet by the end of March

N

S T R A T

O
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Prepay Regional Team
Meeting #5

March 215, 2012
1lam-3pm

Held at the office of;: Tacoma Power - Auditorium Conference Room

To dial into the bridge, please dial 503-230-5566. At any time during or after the message and the double beep, enter 4457 #.
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Utility Members
Clark PUD Eugene Water & Electric Board (EWEB)
Rick A Dyer Cathy Bloom
Director of Finance/Treasurer Financial Services Manager
RDyer@clarkpud.com Cathy.BLOOM@eweb.org
360-992-3384 541-685-7150
Lewis PUD PNGC Power
David Plotz Doug Brawley
Power Manager Senior Vice President of BPA Supply & Member Rates
davidp@Icpud.org DBrawley@pngcpower.com
360-740-2429 503-288-1234
Northwest Requirements Utilities (NRU) Benton PUD
Geoff Carr Chad Bartram
ghcarr@pacifier.com Assistant General Manager
503-233-5823 bartramc@bentonpud.org
Snohomish PUD 509-582-1202
Glenn McPherson
Asst. General Manager, Finance and Treasurer Janet White
gsmcpherson@snopud.com whitej@bentonpud.org
425-783-8356 Bonneville Power Adminstration
Jon M. Dull
Jim Herrling Manager, Debt and Investment Management, acting
Deputy Treasurer jmdull@bpa.gov
jlherrling@snopud.com 503-230-7544
425-783-8303
Tacoma Power Andre Hesser
Jim Russell Financial Analyst
Power Management aghesser@bpa.gov
jrussell@ci.tacoma.wa.us 503-230-3225
253-502-8395
Robb Roberts
Matt Zehnder Attorney Advisor
Power Analyst rfroberts@bpa.gov
mazehnder@ci.tacoma.wa.us 503-230-4314
253-502-8686
Peter Stiffler
Industry Economist
pbstiffler@bpa.gov
503-230-5660
N 7
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Agenda for Today’s Meeting

BPA’s Appreciation to the Group

. Claudia Andrews, Executive Vice President and Chief Financial Officer
Principles of the Prepay Model
Basic Prepay Terms

Review- Valuing a Block of Credits

. Valuing a Block of Credits

. Formulating a Bid (Break Even)

. Formulating a Bid for a Rate of Return
Credit Risk

. Adjusting the Bid for Credit Risk

Potential Power Rate Savings

Draft Rating Agency Strategy

Timelines

Next steps



B O N N E V | L L E P O W E R A D M I N I S T R A T I O

Principles of the Prepay Model

1. Fixed credit/adjustable price: A prepay transaction locks in a credit, not power prices. BPA'’s future rates may
go up or down, but the customer will always receive a fixed credit on the prepaid portion of their bill equal to the
prepay bond debt service (if applicable) plus an incentive.

. BPA is mandated to recover its costs from customers and bases its power rates on this mandate.
Therefore, BPA cannot lock a fixed power purchase price to recover its future costs when we do not know
those costs.

. Prepay program should be a win-win for participants and non-participants; a fixed price would violate this
goal.
2. Consistent with existing Regional Dialogue contracts: A prepay transaction should fit within existing

Regional Dialogue contracts and does not constitute an “assignment” of power sold at a Tier 1 rate, which may
trigger the Tiered Rates Methodology voting process or a 7(i) process.

3. Placement of credits: BPA has limited degrees of freedom in terms of when credits can be paid and needs to
define the timing of credits to minimize the impacts to future revenue requirements.
. BPA will minimize rate impacts by timing credits using repayment study and revenue requirement
analysis.
. The precise timing mentioned above means that the credit stream should be considered fixed and is not
flexible.



B O N N E V | L L E P O W E R A D M I N I S T R A T I O

Basic Prepay Terms

" $50,000 monthly level prepay credit blocks
" Credits match the current Power Sales Agreement (PSA’s) and go through 2028

" Credits are not transferable or sellable by customers

" No minimum block requirement

" No partial block sales

" No performance deposit requirement

" BPA will use the Market Clearing Auction to determine the price of the blocks

" There will be a deemed assignments of prepayment credits for monthly unused credits and BPA will remit cash

to the prepaying customer as long as BPA has power purchases from other customers.
" The Utility is expected to fund the prepayment 30 days after a date the utility sets

" Monthly credits start 60 days after the prepayment is funded

" If a utility issues debt to fund the prepayment
. BPA will take the full interest rate risk between the bid and funding by adjusting the market clearing price
. BPA will offer off ramps to customers for credit risk between bid and funding that ensures utilities a
savings level
. BPA will not financially guarantee the payment of principal of or interest on any debt issued by or for the

benefit of the repaying customer.
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Review: Valuing a Block of Credits

BPA is planning on offering blocks of $50,000 monthly credits.

If a utility purchases 4 blocks and since the current contracts go through 2028, or ~ 15 years (assuming that
funding takes place on March 1st, 2013), the nominal value of the credits would be $36.0 million:

. $50,000 monthly credits per block

. $600,000 annually per block ($50,000 X 12 months)

. $9.0 million contract value per block ($600k X 15 years)
. $36.0 million ($9.0 million per block X 4 blocks)

The nominal value ignores the time value of money or financing costs related to funding the credits.

O
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Review: Formulating A Bid (Breakeven)

" A Utility's bid will be based on their cost of capital and the amount of savings it requires.

. As an example let’s assume a utility formulated a bid using the following assumptions:
. $50,000 monthly 15-year power block
. 4 power blocks in total

. Utility’s all-In cost of capital (financing rate) = 3.33%

" Using these assumptions we calculate that the maximum a Utility would be willing to bid for a total of 4 blocks is
$27,948,550 ($28,290,000 minus cost of issuance). As demonstrated below, this bid would result in the utility
receiving no incentive from Bonneville.

A

1/1/2014 2,400,000 1,635,000 765,000 2,400,000
1/1/2015 2,400,000 1,650,000 750,000 2,400,000 -
1/1/2016 2,400,000 1,670,000 730,000 2,400,000 -
1/1/2017 2,400,000 1,690,000 710,000 2,400,000 -
1/1/2018 2,400,000 1,715,000 685,000 2,400,000 -
1/1/2019 2,400,000 1,745,000 655,000 2,400,000 -
1/1/2020 2,400,000 1,785,000 615,000 2,400,000 -
1/1/2021 2,400,000 1,830,000 570,000 2,400,000 -
1/1/2022 2,400,000 1,885,000 515,000 2,400,000 -
1/1/2023 2,400,000 1,940,000 460,000 2,400,000 -
1/1/2024 2,400,000 2,005,000 395,000 2,400,000 -
1/1/2025 2,400,000 2,070,000 330,000 2,400,000 -
1/1/2026 2,400,000 2,145,000 255,000 2,400,000 -
1/1/2027 2,400,000 2,220,000 180,000 2,400,000 -
1/1/2028 2,400,000 2,305,000 95,000 2,400,000 -

36,000,000 ( 28,290,00® 7,710,000 36,000,000 -
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Review: Formulating A Bid and a Rate of Return

" As a utility lowers its bid from the breakeven price of $27,948,550, its debt service is lowered and savings are
generated.
] How low a Utility bids will depend on the perceived risk in the prepayment and the utility’s desire to receive an

additional incentive payment.

" The following table shows the relationships between a lower bid price, spread over the utility’s borrowing rate

(the implied additional cost to Bonneville), and the savings realized by the utility.

Spread Over Utility

Bid Price/Savings Sensitivity

BPA Implied Cost

Total bid Financing Rate Total Credits Total Debt Service Gross Savings Savings % of Capital
27,953,525 0.00% 36,000,000 36,000,000 0% 3.32%
27,122,700 0.42% 36,000,000 34,891,744 1,108,256 3% 3.73%
25,983,425 1.02% 36,000,000 33,438,293 2,561,707 7% 4.34%
36,000,000 32,370,458 3,629,542 10% )

25,147,625 1.49%

(1) Gross savings as a percentage of total credits
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Credit Risk

" Participants have made it clear that they need some sort of price guarantee and risk mitigation for credit risk.
" Several approaches to mitigate customer credit risk were reviewed and we propose the following solution.
" BPA offers an “off ramp” if credit spreads increase over a predetermined amount.

When customers bid on a block of credits, they would include a purchase price and an assumed
credit spread over Treasuries.

If a Utility’s credit spread exceeds 25 bps over the stated credit spread at a date determined in the
future (may be the pricing date if a Utility is issuing bonds), customers could elect to take an “off
ramp” and not participate in the prepayment program and BPA would reimburse the utility for all
reasonable out-of-pocket expenses

If a Utility’s credit spread is below the 25 bps over the stated credit spread at a date determined in the
future, customers would complete the transaction.

The predetermined date may be rescheduled with BPA's consent if a Utility determines that it may be
advantageous to it.

Customers benefit if the credit spread is below the set threshold assuming they priced it into their
initial bid.

This approach would guarantee a level of savings to customers assuming they adjusted their initial
bid to cover the credit risk and add the potential for additional savings if the actual credit spread is
lower than 25 bps versus the initial bid.
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Adjusting the Bid for Credit Risk

BPA Spread
Over Utility BPA Implied Utility
Financing Total Debt Gross Cost of Cost of
Total bid Rate Total Credits Service Savings SEW IS Capital Capital
Baseline (10% base savings) 25,147,625 1.49% 36,000,000 32,370,458 3,629,542 10.1% 4.80% 3.32%
1 25 bps increase in credit spread 25,147,625 1.24% 36,000,000 32,963,987 3,036,013 8.4% 4.80% 3.57%

No cushion included

2 25 bps increase in credit spread 24,679,975 1.51% 36,000,000 32,355,965 3,644,035 10.1% 5.07% 3.57%
Full cushion included

3 No increase in spread 24,679,975 1.76% 36,000,000 31,773,486 4,226,514 11.7% 5.07% 3.32%
Full cushion included

" Utilities might adjust their bids for credit spread risk and build in a “cushion” in their bid

. Not including a cushion exposes a Utility to a 1.7% decrease to their baseline savings target should credit
spreads increase by 25 bps

. To fully absorb a 25 bps increase in credit spreads, a Utility would reduce their bid by from $25.1 million
reduced to $24.7 million.

— A 25 bps increase would return the savings to the baseline target

— Anything less than a 25 bps increase in credit spreads would provide additional savings above
baseline target

" The more cushion is included, the more likely the bid will be uncompetitive

. Utility runs risk of being excluded from program

10
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Credit Spread Risk vs. Bid Matrix

Assumes Baseline savings of Credit Spread Increase

10.1%
Bid Amount
No
($ 000’s) Movement +5 bps +10 bps +15 bps +20 bps +25 bps

$25,148 No Cushion 10.1% 9.7% 9.4% 9.1% 8.8% 8.4%
g $25,043 5 bps 10.5% 10.1% 9.7% 9.4% 9.1% 8.8%
=
3
= $24,939 10 bps 10.8% 10.5% 10.1% 9.7% 9.4% 9.2%
©
=
c
E $24,864 15 bps 11.1% 10.8% 10.5% 10.1% 9.7% 9.4%
)
=)
©)

$24,775 20 bps 11.4% 11.1% 10.8% 10.5% 10.1% 9.7%

$24,680 25 bps 11.7% 11.4% 11.1% 10.8% 10.5% 10.1%

11
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Potential Power Rate Savings
" Participating in the prepayment program can lower the cost of power for a Utility.
Discount off of PF Rate (in $/MWh) by Revenues and Number of Prepayment Blocks Purchased
Blocks Purchased 1 2 3 4 5 6 7 8 9 10
Prepayment ($ Million) [ $ 63[$ 126]|$% 190f$ 253|% 316[$ 379|% 443|$ 506|% 569|% 632
Monthly Revenues
RHWM (aMW) ($ Million) Dollar ($/MWh) Discount off of a Melded PF Rate
820 20 $ 001]$ 002|$% 003|$% 004($ 005|% 006[({% 007|% O008[|% 009|% 0.10
560 14 $ 001|$ 003[$ 004|$% O00O5($% 007|% 008f({$% 010|$% 011({$ 012|$% 0.14
540 13 $ 001]$ 003|$ 004|% 006[($ 007|% 009(%$ 010|% 012|% 0.13|$ 0.15
520 11 $ 002|$ 003[$ 005|$% 007($% 009|% 010({$% 012|% 014($ 016]|$ 0.17
410 10 $ 002]$% 004|$ 006|% 008($ 010|$% O011($ O013|$% 015(% 0.17]|$ 0.19
330 8 $ 002]$% 005|%$ 007|% 010($ 012|$% 014[($ 017]|$ 019|$ 022|3$ 0.24
260 7 $ 003|]$%$ 005|% 008|% 011($ 014|$% 016($ O019]|$% 022|($ 025|% 0.27
210 5 $ 004|$ 008|(% 011]|$ 015(% 019]|$% 023[($ 027|$% 031($ 034]|$% 0.38
170 4 $ 005]% 010|$ 014]|$% 019($ 024|$% 029($ 033|% 038|%$ 043| % 0.48
120 3 $ 006|$ 013[$% 019]|$% 025(% 032|$% 038[$ 045|% O051({$ 057|$% 0.64
90 2 $ 010]$ 019|$% 029|% O038[$ 048|% O057($ 067|3% 076]% 086|% 0.96
50 1 $ 019]|$ 038|[$% O057|$ 076[% 096|$ 115($% 134|$ 153[($ 172|$ 1091
Assumptions
1. Utilities are able to finance at 3% all in
2. Market Clearing Price bid is at 5% (6.3 million per block), and there is zero interest rate adjustment between award and funding.
3. Therefore the incentive per block is the difference between the $50,000 credit and the debt service at 3%.
4. Assume BP-12 Melded PF Rate of $30.17 (implied discount could differ depending on Tier 2 amounts, or slice versus load following product)
N 5
\ 34 12
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Draft Rating Agency Packet

Please see additional handout

O N
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B O N N E V L L E P O W E R A D M | N S T R A T I O N
Draft Prepayment Amendment to PSAs —_——_——— — — -
| Legend [
Rating Agency Dialogue | . |
| Regional Team |
Prepay Outreach to the Region —
Term Sheets (May-June) | [ BPAand Utility |
Deliverable L - — _ _ _ a1
Comment Period
Prepay Team Prepay Team MPret;_)ay;' eaz\ 4 Prepay Team
Meeting 1 Meetin(;)‘ 2 ?:elggzmzn& Meeting 5
(Dec. 8th) (Jan. 18" y** o (March 215 -
260th) RFO to Customers BPA’s Request for Offers (RFO) Process R I?Desponse ?h:.c t Inmtal
(Aug. 6") (August 6"- November 30" ) ue articipants
G H @ 6 (Nov. 30th) (Dec. 3rd)
Capital In Review Process Int ted P Revi
Decision e REuEtel [P I (MBI Close Out BPA Rates
(March 8" - May 4™) (IPR) Letter for IPR Initial Proposal
December January February March April May June July August September October November December

* Assumes that a customer issues tax-exempt bonds to fund the power prepayment and therefore a Private Letter Ruling is required from the IRS
** Meetings 3-5 are currently scheduled to be held at Tacoma Power

*** Funding for utilities that issue debt would be in April/May 2013

Meeting Objectives

(1) Revised term sheet (2) Alternative auction proposal (3) Risk assessment

(1) Finalize term sheets (2) Draft rating agency presentation

(1) Introduced the principles and base structure (2) Defined expectations and agreed upon meeting protocol

(1) Review power rate analysis (2) Discuss term sheet (3) Invite banker reaction and feedback to the base case

(1) Term sheet (2) Auction process (3) Federal and state law (4) Proposed rating agencies strategy
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Transaction Milestones

B O N

N E V | L

L

E

P O W E

R

A D M I N I S T R A T I O

Transaction Timeline

RFO i ”
i Select Initial
. . Custom ’ H i ; ]
Determines the amount of RFO FAUQ' pid BRAs T:z;’ﬁz: ’6?{_ ‘:gi’:mf?a)oﬂ“)’cess RESD’L"E"SE i Participants { Credits Show on Monty Statements |
blocks BPA will offer (Nov. 30th) | (Dec. 3rd)
H
’_> i Credits Accrue §
Lock In Date RUIcing
(March) Deadline
(April) ¢
Capital In Review Process Decision Integrated Program Review Close Out Letter BPA Rates L 30 Days 44 BPA Rates
(March 8" - May 4™) for IPR Initial Proposal Final Proposal
March April May June July August September October November December ‘ January February ‘ March | April May June July
(2]
Q
=}

Offramps for Uti
and BPA

Customer (YES)*
BPA (YES)*

* If BPA elects to take an offramp or if the customer elects to take an offramp and
the the difference between the awarded customer’s “True Interest Cost” and the

value of 10-year Treasury obligations has increased by more than 100 basis
points, then BPA will reimburse the customer for all reasonable out-of-pocket

costs it incurred after the date on which the offer was accepted.

** BPA has no option to take a offramp after the utilities “lock in date”.
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B O N N E V I L L E P O W E R A D M | N
Next Steps

» Determine if we need an additional team meeting:
«  April 4th
e April 11th
« June: Post Rating Agency Meetings

= Finalize the Term Sheet

» Regional Team sub-group meetings with the Rating Agencies

« Targeted May 24" and 25%

= Individual utility meetings with the Rating Agencies

« APPAIs schedule to be in Seattle in June
= BPA outreach to the region regarding the potential prepay program (May — June)

= BPA offers the prepay RFO in August

S T R A T

O
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The Benefits of BPA’s Proposed Power Prepayment Program for Non-Participants

BPA’s proposed Prepayment for Power program should be attractive to our customers regardless of
participation in the program because all customers benefit from the capital investments into the Federal
Columbia River Power System (FCRPS). BPA’s capital needs over the next 10 years far exceed:s its ability
to finance from Treasury, and assuming no further actions, BPA could exhaust its Treasury Borrowing
Authority as early as 2016. BPA is conducting the Capital Investment Review (CIR) process to get
customers input on the appropriate capital spending levels to rebuild and maintain our hydro
infrastructure.

Given the capital needs detailed in the CIR process, and the non-discretionary nature of many of these
needed investments, BPA is exploring customer interest in a Prepayment Program. Without a
Prepayment for Power program, BPA may be forced to revenue finance a portion of the hydro capital
budget to maintain reliability and avoid unsustainable O&M maintenance costs. In the fall of 2011, BPA
presented material showing the projected rate impacts of revenue financing. The rate impacts for the
near-term rate cases are shown below and reflect the application of anticipated accumulation of cash as
reflected in the fall of 2011. These projections will be updated in the summer of 2012.

Change from Base Case
2011 Strategic Capital Discussions

15.0%

10.0%

5.0%

0.0% 5 ‘-hgﬂ\‘

-5.0%
2014/2015 2016/2017 2018/2019  2020/2021  2022/2023  2024/2025  2026/2028

—&— Prepay —&— Revenue Financing

While the effect of significantly lower rates is the largest benefit to non-participating customers, there
are other benefits as well. The Prepayment for Power program keeps the funding and transaction costs
within the regional economy. It is in the spirit of the Regional Dialogue contracts — to keep, preserve,
and share the benefits of the 75-year-old FCRPS — that this Prepayment Program was developed.



Prepayment for Power: A Market-Based Design

The Prepayment Regional Team evaluated three different ways to determine how
customer bids will be awarded:

1. Announced Price. BPA announces the prepayment amount (“price”) it is willing to
accept for a block of credits as a take-it-or-leave-it proposition. The announced
price would be equal to or greater than BPA’s reservation price. If customers were
to offer a greater number of blocks than BPA desired, BPA would accept a prorated
number of blocks from each customer at proffered price.

2. As-Bid Price. BPA solicits offers of prices per block. BPA accepts the highest
priced offers (largest prepayment per block) which in aggregate provide BPA with
the amount of prepayments it seeks, provided that the price does not exceed BPA’s
reserve price. Each accepted offer is accepted at the offered (“as-bid”) price so that
it virtually certain that some customers will pay a higher price than others.

3. Market-Clearing Price. Similar to 2, BPA solicits offers of prices per block. BPA
accepts the highest priced offers (largest prepayment per block) which in aggregate
provide BPA with the amount of prepayments it seeks, provided that the price does
not exceed BPA’s reserve price. In contrast to 2 however, BPA pays the same
price (market clearing price) for each block accepted. The market clearing price per
block will be the lowest “priced” (prepayment amount for a block) offer, which,
together with all other Offers at an equal or higher price, provides BPA with no
more than the aggregate amount of prepayments it determines is appropriate. In
other words, prepaying customers whose offers are accepted will all pay the same
price even if they offered a price that was greater than the market clearing price.

At first, reaction to these three alternatives was mixed. Some felt that a single Market-
Clearing Price would “leave money on the table,” since those who bid higher than the
market-clearing price were willing to pay more for participation. Under this view, such
an outcome did not seem “least cost” to BPA and regional rate payers. Since it is
expected that participants could have significantly different cost of funds and different
incentive levels required, it seemed reasonable to some that different participants pay
different (As-Bid) prices.

On the other hand, some customers who were potentially interested in participating in the
program reacted against the As-Bid approach. They argued that unequal prices paid for
the same product would be a non-starter and would substantially suppress program
participation. Take for example the case that utility A offered to prepay $6 million to
BPA for a block of credits and utility B offered to prepay $5 million for the same block.
If both utilities were selected to participate, Utility A would be shown forthrightly to
have bid in at greater price than BPA had elsewhere agreed to pay. This problem would
be politically acute due to ready comparison with the similarly situated winning
customers that bid in at the lower prices. Such a potential outcome was asserted to be a
political risk individual utilities would not be willing to accept.



As an alternative, it was proposed that BPA simply announce the price per block, and
potential participants could accept or decline. However, BPA believes that this would
result in the highest overall program cost because the price set could be lower than what
customers are willing to pay.

Balancing these perspectives, and based on input from BPA’s FA, BPA stated that its
preferred structure was for an auction in which a single Market-Clearing Price would be
established and applied uniformly to all participants whose bids are accepted. For the
most part, this Market-Clearing Price approach seemed reasonable to the members of the
Regional Prepayment Team. Certain otherwise apprehensive customer reps were
somewhat mollified that BPA had reserve price control and rights to reject offers that
would enable BPA to control overall program costs.

That said, there are potential pros and cons associated with this Market-Clearing Price
design which could use elaboration.

Pros

1. Fairness — all participants whose bids are selected pay the same price for each
block.

2. Transparency — the market clearing price is openly disclosed by BPA increasing
transparency of the program.

3. Efficient — the auction process reveals a competitive Market-Clearing Price, and
results in a lower program cost than a price announced in advance by BPA.

4. Unbiased — selects winning bidders based on objective factors which are designed
to minimize electric rates.

5. Feasible — unlike the As-Bid Price approach, the Market-Clearing Price approach
appears to be acceptable to potential participants.

6. Cost effective — BPA will have a reservation that the all accepted bids have to
meet, ensuring that BPA’s implied cost is within an acceptable range.

Potential Cons

1. “Big utility/PUD preference” — generally larger preference customer participants
with higher credit ratings (lower costs to fund) are likely to realize a higher net
economic benefit from participation.

2. “Leaves money on the table” — some argue that a Market-Clearing Price approach
would yield a higher program cost compared to an As-Bid Price approach, though
the program suppression concerns of an As-Bid model are problematic

3. “Higher Implied Cost” — BPA will overpay for portions of the prepayments if
customers are willing to pay a higher price than the market clearing price for each
block of power
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DRAFT - PREPAYMENT TERM SHEET

This Term Sheet provides key contract terms and does not address program implementation
issues such as such selection of participants and prerequisites for submitting proposals.

1.

Customer prepays to BPA an agreed dollar amount of its expected aggregate
requirements power purchases at Tier 1 rates under the new long-term CHWM (Regional
Dialogue) power sales contract (“Prepayment Amount”).

The pre-purchase is not for a specified block of power (for example, the prepayment
would not be for 50 HLH average megawatt portion of the expected power service at Tier
1 rates).

Upon receipt of funds, BPA is obligated to comply with a schedule of fixed monthly
reductions or “Prepayment Credits” to the monthly amounts that would otherwise be
due and payable but/for the prepayment.

The prepayment agreement is effected by an amendment to the payment terms of
existing power sales contracts. All other provisions of the power sales contract are
unchanged. Customer’s cash payment obligation for power is defined to mean the amount
owing net of the available Prepayment Credits in the payment month and BPA has no
ability or right to “withhold” the application of accrued credits for any reason.

Prepayment Credits accrue for power provided in the first full calendar month following
the date that the prepayment is made and accrue in accordance with the fixed schedule for
Prepayment Credits in each subsequent month throughout the then-remaining term of the
power sales contract.

The Prepayment Credits are separately noted on the customer billing statements as a
credit and discount for prepayment.

The Prepayment Credits are based on a mutually agreed prepayment discount that
includes (i) a debt service component matched to the customer’s actual debt service
(“Debt Service Component of the Credits™) to the extent customer issues debt to fund
the prepayment, and (ii) an “Incentive Payment Component” proposed by customer
and agreed to by BPA. To the extent a customer does not issue debt, the parties will use a
“Surrogate Debt Service” schedule proposed by customer and acceptable to BPA as
well as an Incentive Payment Component.

a. Actual debt service/Surrogate Debt Service is levelized throughout the remaining
term of the CWHM power sales contract and the Debt Service Component of the
Prepayment Credits is matched identically to scheduled debt service.

b. For each debt service payment period (presumably six months), the sum of the of
the related six months’ of the Debt Service Component of the Credits will equal
the actual scheduled debt service due on the debt service payment date. Similar
treatment for Surrogate Debt Service.

c. Where debt is issued, all reasonable costs of issuance are included in calculating
the Prepayment Credit stream. Customer will commit to financing the costs of
issuance.

d. Since BPA is agreeing to provide Prepayment Credits tied to actual debt service
costs, BPA has the ability to downsize a prepayment bond sale and to consent to



10.

11.

12.

13.

14.

15.

bond pricing and structure to meet program objectives (e.g., BPA may not be
willing to pay up 50bp across the scale of bonds to obtain an incremental $10
million in prepayments).

e. The schedule of monthly Prepayment Credits also includes an “Incentive
Payment Component” proposed by customer and agreed to by BPA.

f.  The Incentive Payment Component is scheduled as an equal monthly dollar
amount throughout the remaining term of the CHWM power sales contract.

Cash True Up. In the unlikely event that the customer’s scheduled Prepayment Credits
for a month are greater than the customer’s purchases of power at Tier 1 rates, the
accrued but untaken credits will accumulate to be used against succeeding months’ power
purchases for a limited time (Credit Accumulation Period) not to exceed 6 months.

If, at the end of a Credit Accumulation Period, there is a balance of accumulated-but-
unused Prepayment Credits, BPA is obligated, unconditionally, to pay cash to the
customer in an amount equal to the accumulated-but-unused Prepayment Credits.

Late or nonpayment of a cash true up when due is subject to a late payment interest
charge but no interest charge will arise for the accumulation of unapplied Prepayment
Credits during a Credit Accumulation Period.

BPA will need an earnest money or similar commitment from a customer selected for
prepayment to help assure that the customer proceeds to consummation of the proposed
prepayment.

There is no provision for BPA to cease crediting. Breach and default of CHWM power
sales are addressed in the underlying CHWM power sales contract. The underlying power
sales contract specifies the obligations for the provision and acceptance of the electric
power that is prepaid, and there is no alteration of the contract terms other than payment.

The schedule of credits is fixed (as opposed to the accumulation and use of accrued-but-
untaken credits) and is not subject to change. Credits are not subject to acceleration,
including into a lump sum cash payment obligation by BPA, for any reason including
power sales default by BPA.

BPA does not guarantee payment of any bonds but customer is free to pledge BPA’s cash
payment obligation for unused Prepayment Credits to the payment of any bonds.

Discuss: Assignment of credits to other Preference Customers, coverage of customer
expenses if no bond sale despite best efforts; provisions, if any, to reflect refinancing of
bonds.
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PREPAYMENT TERM SHEET

Request for Offers / Transparent Auction

1. Request for Offers from Preference Customers. BPA will issue a Request for Offers
(“REQ”) soliciting offers from BPA’s preference customers to prepay for electricity.

(a)

(b)

(©)

Preference Customers. Offers may be submitted by any preference customer
who has executed a power sales agreement (“PSA”) with BPA to purchase
electricity through September 30, 2028.

Timeline. BPA expects to issue the RFO in the early summer of 2012. The RFO
will specify a deadline for submitting offers, currently expected to be some time
in October of 2012. The RFO also will specify a deadline for Prepayments to be
made, currently expected to be some time in March of 2013.

Value of Electricity Available for Purchase through Prepayments. The RFO
will invite preference customers to offer to prepay for electricity in discrete
increments (“Blocks™). Each Block will represent the right to receive $50,000
value of electricity from BPA each month through September 2028.

2. Schedule of Value of Electricity to Be Delivered by BPA Each Month. Each successful
offeror (“Prepaying Customer”) will be entitled to monthly reductions (‘“Prepayment
Credits”) to the amount that otherwise would be due and payable with respect to the
Prepaying Customer’s purchases of electricity from BPA. In return, the Prepaying Customer
will make a single cash payment (“Prepayment”) to BPA.

(a)

(b)

Fixed Value of Electricity. The Prepayment will not be for a fixed quantity of
electricity. Rather, the Prepayment will entitle the Prepaying Customer to
receive from BPA a fixed monthly value of electricity.

Prepayment Credits May Not Be Assigned. Apart from the deemed assignment
of Prepayment Credits described below, Prepaying Customers will not be
permitted to assign electricity or Prepayment Credits to any other person.

3. Auction Process.

(@)

(b)

(©)
(d)

Blocks. Preference customers will submit offers to purchase multiple Blocks.
Preference customers must submit a separate offer for each Block. A preference
customer may (but need not) offer a different price for each Block.

Offers Limited. Preference customers may not submit offers for Blocks

representing an aggregate monthly value of electricity exceeding the lesser of

Q) 50% of the Prepaying Customer’s average monthly payment to BPA for

purchases of electricity since October 1, 2011; or

(i) 75% of the Prepaying Customer’s smallest monthly payment to BPA for

purchases of electricity since October 1, 2011.

Minimum Prepayment. None of a preference customer’s offers will be accepted

unless its offers are accepted for a total of at least four (4) Blocks.

Price Paid for Accepted Offers. Bonneville is considering two alternative

approaches to establishing the price for accepted offers:

e Pricing Alternative #1: “As Bid” Pricing. The price paid for each Block will
equal the price offered for that Block by the Preference Customer whose
offer is accepted.

e Pricing Alternative #2: Market-Clearing Auction Price. The market-clearing
auction price per Block will apply to all accepted offers.

OHSWEST:261493497.6 1
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Funding Prepayments.
@) Timing. The Prepayment must be made on or before the date on which the first
Prepayment Credit accrues.
(b) Source of Funding. Preference customers whose offers are accepted will have
flexibility to fund their Prepayments from whatever source they choose (e.g.,
cash on hand; issuance of debt).

Amendment to Existing PSAs. The transactions will be effected by amendments to the
payment terms of the existing PSAs. All other provisions of the existing PSAs will remain
unchanged.

@ BPA’s Obligation to Honor Prepayment Credits and to Remit Cash
Unconditional. There will be no provision for BPA to cease crediting or to cease
remarketing excess electricity for the account of the Prepaying Customer. BPA
will have no right for any reason to “withhold” the application of accrued
Prepayment Credits or to withhold remittances of cash from BPA’s remarketing
of electricity for the account of the Prepaying Customer.

(b) Monthly Billing Statements. Prepayment Credits, any credits from the deemed
assignment of unused Prepayment Credits, and any required cash remittances
will be separately noted on the Prepaying Customer’s monthly billing statements.

(©) Remedies in the Event of a BPA Breach. Any failure by BPA honor its
contractual obligations to give effect to accrued Prepayment Credits, to provide
credits, or to remit cash to or for the account of the Prepaying Customer will be
reducible to a money judgment against BPA for non-performance. Prepayment
Credits will not be subject to acceleration (e.g., there will be no lump sum cash
payment obligation by BPA) for any reason, including any BPA default in its
contractual obligation to deliver electricity.

Deemed Assignment of Prepayment Credits. In the unlikely event that a Prepaying
Customer’s accrued Prepayment Credits are greater than its purchases of electricity from
BPA, the Prepaying Customer will be deemed to have assigned the unused Prepayment
Credits to other preference customers, and BPA either will credit the Prepaying Customer
with the value of those Prepayment Credits or will remit cash to the Prepaying Customer in
amount equal to those Prepayment Credits.

Accumulation of Any Accrued but Unused Prepayment Credits. Any accrued
Prepayment Credits which are not applied to purchases of electricity during the month will be
applied to purchases of electricity during future months. There will be no limit on the period
during which accrued but unused Prepayment Credits may accumulate. No interest charge
will arise with respect to the accumulation of accrued but unused Prepayment Credits.

Performance Deposit. BPA will require a $5,000 per Block earnest money deposit or
similar commitment from each preference customer whose offer for Prepayment is accepted.

No BPA Financial Guarantee. BPA will not guarantee the payment of principal of or
interest on any debt issued by or for the benefit of any Prepaying Customer to fund its
Prepayment. But the Prepaying Customer will be free to pledge BPA’s remittances of cash
reflecting BPA’s sales of electricity for the account of the Prepaying Customer.

OHSWEST:261493497.6 2
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PREPAYMENT TERM SHEET

Request for Offers / Transparent Auction

1. Request for Offers from Preference Customers. BPA will issue a Request for Offers
(“REQ”) soliciting offers from BPA’s preference customers to prepay for electricity
purchased from BPA.

(a)

(b)

(©)

Preference Customers. Offers may be submitted by any preference customer
who has executed a power sales agreement (“PSA”) with BPA to purchase
electricity through September 30, 2028. Offerors may have a load-following
PSA, a block power PSA, or a slice/block PSA.

Timeline. BPA expects to issue the RFO in the early summer of 2012. The RFO
will specify a deadline for submitting offers, currently expected to be some time
in October of 2012. The RFO also will specify a deadline for Prepayments to be
made, currently expected to be some time in March of 2013.

Value of Electricity Available for Purchase through Prepayments. The RFO
will invite preference customers to offer to prepay for electricity in discrete
increments (“Blocks”). Each Block will represent the right to receive $50,000
value of electricity from BPA each month commencing on a date specified in the
RFO (which date shall be no later than 120 days after BPA’s acceptance of
offers, and currently is expected to be approximately March 1, 2012) and ending
September 30, 2028. The RFO will specify the maximum number of Blocks
offered. BPA expects the maximum value of electricity to be offered each month
to be between $2,250,000 (45 Blocks) and $3,000,000 (60 Blocks). [Please
Note: level monthly amortization of $300,000,000 of debt issued on March 1,
2013 and maturing on October 1, 2028, with a 5.75% yield, corresponds to
approximately $2,433,000 of debt service per month.]

2. Schedule of Value of Electricity to Be Delivered by BPA Each Month. Each successful
offeror (“Prepaying Customer”) will be entitled to monthly reductions (‘“Prepayment
Credits”) to the amount that otherwise would be due and payable with respect to the
Prepaying Customer’s purchases of electricity from BPA from approximately March 1, 2013
through September 30, 2028. In return, the Prepaying Customer will make a single cash
payment (“Prepayment”) to BPA no later than the date on which Prepayment Credits first
become available. Prepayment Credits will entitle the actual or deemed owner to receive
delivery of a specified value of electricity from BPA each month.

(@)

(b)

Fixed Value of Electricity. The Prepayment will not be for a fixed quantity of
electricity. Rather, the Prepayment will entitle the Prepaying Customer (or any
deemed assignee of Prepayment Credits) to receive from BPA a fixed monthly
value of electricity, valued at BPA’s rates which apply to the customer taking
delivery at the time of delivery. The schedule of value of electricity to be
delivered each month will be fixed and will not be subject to change.
Electricity May Not Be Assigned. Apart from the deemed assignment of
Prepayment Credits under circumstances described in Paragraph 5(a) and
Paragraph 6, Prepaying Customers will not be permitted to assign electricity or
Prepayment Credits to any other person.

3. Auction Process.

(@)

Blocks. Preference customers will submit offers to purchase multiple Blocks,
subject to the limits described in Paragraph 3(b) and Paragraph 3(c). Preference

OHSWEST:261493497.6 1



(b)

(©)
(d)

(e)
()

(9)

DRAFT
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customers must submit a separate offer for each Block. A preference customer

may (but need not) offer a different price for each Block.

Offers Limited. Preference customers may not submit offers for Blocks

representing an aggregate monthly value of electricity exceeding the lesser of

(1) 50% of the Prepaying Customer’s average monthly payment to BPA for
purchases of electricity since October 1, 2011; or

(i) 75% of the Prepaying Customer’s smallest monthly payment to BPA for
purchases of electricity since October 1, 2011.

Minimum Prepayment. None of a preference customer’s offers will be accepted

unless its offers are accepted for a total of at least four (4) Blocks.

Market Rate Adjustment. The Prepayment amount to be paid by selected

offerors will be the [“as bid” price] [market clearing price] (See Paragraph 3(g)),

adjusted to reflect the change in value of 10-year U.S. Treasury obligations

between (i) the deadline for submitting offers, and (ii) the earlier of (x) the date
as of which the offeror notifies BPA that the offeror elects to lock in the market-
rate adjustment (which date shall not be earlier than three (3) business days
following the date of the notice), and (y) the day immediately preceding the date
on which BPA receives the Prepayment from the offeror; provided, however, that
this adjustment shall not exceed a percentage announced by BPA when offers are
selected (“Adjustment Cap”) as described in Paragraph 3(f)(ii)(B).

Certification of Independent Offer(s). Each offer must include a certification

substantially in the form attached as Appendix A.

Evaluation and Acceptance of Offers.

(1) When the deadline for submitting offers is reached, BPA will evaluate
the offers received to determine (A) which offers conform to the RFO,
and (B) what portion of the conforming offers (if any) will be accepted,
up to the maximum amount specified in the RFO. This evaluation will
be made without regard to how an offeror funds its Prepayment.

(i) BPA will have discretion to advise any preference customer which has
submitted a nonconforming offer(s) of the way(s) in which its offer(s)
fails to conform to the RFO, in which case the offeror may submit a
revised offer(s); provided that any such revised offer(s) must be
submitted to BPA no later than three (3) hours after the original deadline
for submitting offers.

(iii)  Within 24 hours after the original deadline for submitting offers, BPA
will announce (A) the number of Blocks BPA will sell, (B) the
Adjustment Cap, and (C) the lowest price per Block of any accepted
offer.

(iv) If offers are made for more than one Block at the lowest price accepted,
and if BPA’s announcement of the number of Blocks it will purchase
would result in BPA accepting fewer than all offers to purchase Blocks at
that lowest price, BPA will select the accepted offer(s) at that lowest
price by lottery.

Price Paid for Accepted Offers. Bonneville is considering two alternative

approaches to establishing the price for accepted offers:

e Pricing Alternative #1: “As Bid” Pricing. The price paid for each Block will
equal the price offered for that Block by the Preference Customer whose
offer is accepted.

e Pricing Alternative #2: Market-Clearing Auction Price. The market-clearing
auction price per Block will apply to all accepted offers.
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4. Funding Prepayments.

@) Timing. The Prepayment must be made on or before the date on which the first
Prepayment Credit accrues, as specified in the RFO. This is expected to be
approximately March 1, 2013.

(b) Source of Funding. Preference customers whose offers are accepted will have
flexibility to fund their Prepayments from whatever source they choose (e.g.,
cash on hand; issuance of debt).

(c) Offeror Offramp. Preference customers whose offers are accepted will be
excused from making the cash Prepayment and will be entitled to a return of their
performance deposit (see Paragraph 8) if, between the deadline for submitting
offers and the deadline for making the Prepayment, (I) the Adjustment Cap takes
effect, (1) conditions arise which would allow termination of underwriters’
obligation to purchase bonds under a standard firm commitment underwriting
agreement, or (1) [additional Offeror Offramps - to come].

(d) BPA Offramp. BPA will be excused from its obligation to provide electricity
and associated Prepayment Credits for any reason and without cause at any time
before the end of the Prepaying Customer’s market rate adjustment period
described in Paragraph 3(d)(ii). If BPA exercises this termination right, BPA
will (I) return the offeror’s performance deposit (see Paragraph 8), and
(11) reimburse the offeror for all reasonable out-of-pocket costs incurred after the
date on which the offer was accepted. Under no circumstances will BPA be
excused from its obligations to provide electricity and associated Prepayment
Credits to a Prepaying Customer after the Prepayment is funded.

5. Amendment to Existing PSAs. The transactions will be effected by amendments to the
payment terms of the existing PSAs. All other provisions of the existing PSAs will remain
unchanged.

(@) Amendment to Prepaying Customer’s Monthly Cash Payment Obligation. A
Prepaying Customer’s obligation to pay cash for electricity purchased from BPA
will be redefined to mean the amount owing net of available Prepayment Credits
in the payment month. To the extent accrued Prepayment Credits for a month
exceed the Prepaying Customer’s cash payment obligation for electricity
purchased during the month, BPA will:

(i) deem those Prepayment Credits to be assigned to BPA’s other customers,
as described in Paragraph 6, to the extent of purchases by BPA’s other
customers during the month;

(i) apply the deemed assigned Prepayment Credits to those other customers’
purchases of electricity in value equal to the deemed assigned
Prepayment Credits, and

(iii)  credit the Prepaying Customer with the value of the deemed assigned
Prepayment Credits.

(b) BPA’s Obligation to Remit Cash. If the amount of credits described in
Paragraph 5(a)(iii) for a month exceeds the amount required to offset all payment
obligations of the Prepaying Customer to BPA under its PSA for the month, then
on the payment date described in Section 16.2 of its PSA, BPA will remit the
excess amount as cash to the Prepaying Customer or its designee.

(©) BPA’s Obligation to Honor Prepayment Credits and to Remit Cash
Unconditional. There will be no provision for BPA to cease crediting as
described in Paragraph 5(a) or to cease remitting cash to or for the account of the
Prepaying Customer as described in Paragraph 5(b). BPA will have no right for
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any reason to “withhold” the application of accrued Prepayment Credits under
the circumstances described in Paragraph 5(a) or to withhold remittances of cash
under the circumstances described in Paragraph 5(b).

(d) Monthly Billing Statements. Prepayment Credits, and any credits from the
deemed assignment of accrued but unused Prepayment Credits as described in
Paragraph 5(a)(iii), will be separately noted as credits on the Prepaying
Customer’s monthly billing statements. Any cash remittances required under
Paragraph 5(b) also will be separately noted on the Prepaying Customer’s
monthly billing statements.

(e) Remedies in the Event of a BPA Breach. Any failure by BPA honor its
contractual obligations to give effect to accrued Prepayment Credits, to provide
credits as described in Paragraph 5(a), or to remit cash to or for the account of the
Prepaying Customer as described in Paragraph 5(b) will be reducible to a money
judgment against BPA for non-performance. Remedies in the event of any other
breach of BPA’s contractual obligation to deliver electricity already are
addressed in the existing PSAs. Prepayment Credits will not be subject to
acceleration (e.g., there will be no lump sum cash payment obligation by BPA)
for any reason, including any BPA default in its contractual obligation to deliver
electricity.

6. Deemed Assignment of Prepayment Credits. In the unlikely event that a Prepaying
Customer’s accrued Prepayment Credits for a month are greater than the Prepaying
Customer’s purchases of electricity from BPA during the month, the Prepaying Customer will
be deemed to have assigned the accrued but unused Prepayment Credits, as follows.

@ Deemed Assignment of Prepayment Credits by Prepaying Customers Who Are
Qualified Utilities. If the Prepaying Customer is a public body with a retail
service area which the Prepaying Customer has served continuously for at least
five (5) consecutive years (a “Qualified Utility”), the accrued but unused
Prepayment Credits will be deemed assigned first to other Qualified Utilities to
the extent of their purchases of electricity from BPA during the month, with any
remaining accrued but unused Prepayment Credits deemed assigned to other
BPA customers to the extent of their purchases of electricity from BPA during
the month.*

(b) Deemed Assignment of Prepayment Credits by Prepaying Customers Who Are
Not Qualified Utilities. If the Prepaying Customer is not a Qualified Utility, the
accrued but unused Prepayment Credits will be deemed assigned first to BPA
customers who are not Qualified Utilities to the extent of their purchases of
electricity from BPA during the month, with any remaining accrued but unused
Prepayment Credits deemed assigned to Qualified Utility BPA customers to the
extent of their purchases of electricity from BPA during the month.

(c) Credits and Cash Remittances in Connection with Deemed Assignment of
Prepayment Credits. On the date when a Prepaying Customer’s payments are
due under Section 16.2 of its PSA, BPA will (i) credit the Prepaying Customer
with the value of any accrued but unused Prepayment Credits which are deemed
assigned to other BPA customers under the circumstances described in Paragraph
5(a)(iii), or (ii) remit cash to the Prepaying Customer or its designee in amount
equal to any accrued Prepayment Credits which were deemed assigned to other
BPA customers under the circumstances described above in Paragraph 5(b).

1 If tax-exempt financing becomes available to fund Prepayments by Qualified Utilities, this will help meet
the IRS safe harbor rule set forth in Treas. Reg. §1.148-1(e)(2)(iii)(B).
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BPA’s obligation to remit cash to Prepaying Customers pursuant to this
Paragraph 6(c) will be limited to BPA’s receipts during the month from its sales
of electricity.

(d) Example. Several examples of the deemed assignment of accrued but unused
Prepayment Credits are attached as Appendix B.

7. Accumulation of Any Accrued but Unused Prepayment Credits. Any accrued
Prepayment Credits which are not applied to purchases of electricity during the month, as
described in Paragraph 6, will be applied to purchases of electricity during future months.
There will be no limit on the period during which accrued but unused Prepayment Credits
may accumulate. No interest charge will arise with respect to the accumulation of accrued
but unused Prepayment Credits.

8. Performance Deposit. BPA will require a $5,000 per Block earnest money deposit or
similar commitment from each preference customer whose offer for Prepayment is accepted
to ensure that the preference customer will in fact make the offered Prepayment, except under
conditions described in Paragraphs 4(c) and 4(d).

9. No BPA Financial Guarantee. BPA will not guarantee the payment of principal of or
interest on any debt issued by or for the benefit of any Prepaying Customer to fund its
Prepayment. The official statement or other document used to offer any debt issued by a
Prepaying Customer to fund its Prepayment must include the following legend: “The [bonds]
are not a debt or other obligation of Bonneville Power Administration, and the [bonds] are
not a charge on the full faith and credit of Bonneville Power Administration or on the
Bonneville Fund.” But the Prepaying Customer will be free to pledge BPA’s remittances of
cash reflecting BPA’s sales of electricity for the account of the Prepaying Customer described
in Paragraph 5(b).
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APPENDIX A

CERTIFICATION OF INDEPENDENT OFFER(S)

The undersigned hereby certifies as follows in connection with the offer(s) (the “Offer(s)”)
submitted by [ ] (the “Offeror”) in response to the Request for Offers of
Bonneville Power Administration (“BPA”), dated [ ], 2012 (the “REQ™):

1.

Date:

The undersigned is an officer of the Offeror and is duly authorized to
execute and deliver this Certification of Independent Offer(s) on behalf
of the Offeror.

The undersigned participated actively in the Offeror’s preparation of the
Offer(s), including the decision as to the price(s) to be included in the
Offer(s).

In preparing and submitting the Offer(s), neither the Offeror nor any
officer or employee of the Offeror directly or indirectly consulted with
officers, employees or individual consultants of other preference
customer of BPA about the price(s) offered or to be offered by the
Offeror or by such other preference customers in response to the RFO.

To the best of the knowledge and belief of the undersigned, no individual
who has provided consulting services to the Offeror in connection with
the Offeror’s preparation of the Offer(s) directly or indirectly consulted
with officers, employees or individual consultants of other preference
customer of BPA about the price(s) offered or to be offered by the
Offeror or by such other preference customers in response to the RFO.

, 2012

[NAME OF OFFEROR]

By:

[Title]
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APPENDIX B

Example of BPA remarketing electricity for the account of a Prepaying Customer

Assume public body preference customer “M” makes a $200 million Prepayment in return for
which M becomes entitled to $1.5 million of Prepayment Credits each month from October 1,
2012 through September 30, 2028 (16 years). No other preference customer makes any
Prepayment. Assume further that M’s payments to purchase electricity from BPA under the new
PSA since it took effect on October 1, 2011, have averaged $4 million per month.?

Scenario #1 (Base Case): M’s purchases from BPA under its PSA in a particular future month
(Month S) result in M being obligated to pay BPA $4.0 million on the next monthly payment
date. All $1.5 million of M’s Prepayment Credits for Month S are credited against M’s obligation
to make payment to BPA on the next payment date (the 20" of Month S+1). All electricity
associated with the Prepayment for Month S is consumed by retail customers of M, a Qualified
Utility.

Scenario #2 (Singular Reduction in M’s Purchases): M experiences a singular drop in load,
resulting in a corresponding decline in M’s purchases of electricity from BPA in a particular
future month (Month T). Consequently, M is obligated to pay BPA only $0.5 million on the next
monthly payment date (the 20™ day of Month T+1). During Month T, other Qualified Utilities
pay BPA an aggregate of $100.0 million for their purchases of electricity.

e $0.5 million of M’s $1.5 million Prepayment Credits for Month T are credited against
M’s obligation to make payment to BPA on the next payment date (the 20" day of
Month T+1).

e BPA credits the Prepaying Customer with an additional $1.0 million, reflecting a deemed
assignment of the remaining $1.0 million of accrued Prepayment Credits for Month T to
other Qualified Utilities.

e On the next payment date (the 20" day of Month T+1), BPA remits $1.0 million of cash
to M.

o All electricity associated with the Prepayment for Month T is consumed by retail
customers of Qualified Utilities.

2 This example assumes that M resembles Benton County PUD. Pages 28 and 29 of Benton County

PUD’s September 26, 2011 Official Statement state that Benton County PUD initially expects to purchase
~192 aMW of electricity from BPA under its PSA at $29.08 per MWh. (http://emma.msrb.org/EP578215-
EP453139-EP853118.pdf.) This equals $3,999,082 in a 30-day month.

The analysis would be similar (but less constrained) for Clark County PUD. Page 32 of Clark
County PUD’s May 23, 2011 Official Statement states that Clark County PUD expects its annual payments
to BPA to grow from $98.8 million in 2012 to $105.4 million in 2015. (http://emma.msrb.org/ER468102-
ER363656-ER760495.pdf.) For 2012, this equals more than $8 million per month.

Page A-9 of Appendix A to Energy Northwest’s Official Statement dated June 9, 2011, discloses
that BPA on average received between $125 million and $146 million per month from sales of electricity to
preference customers during BPA’s 2008, 2009 and 2010 Operating Years. BPA’s sales of electricity to
preference customers historically have been ~80% to public body preference customers, all or substantially
all of which are Qualified Utilities (i.e., having established retail service areas in place for at least 5
continuous years). [Please confirm.]
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Scenario #3 (Region-Wide Precipitous Loss of Loads): Unexpected technical innovation
suddenly enables individual retail customers to generate electricity on-site at all-in costs far
below BPA’s Tier 1 rate and Tier 2 rate. Consequently, retail loads placed on M and other
preference customers drop to only 20% of 2012 levels. This results in an 80% reduction in each
preference customer’s obligation to purchase electricity from BPA. BPA’s rates are not yet
adjusted to reflect this change. M’s purchases from BPA in a particular month after that technical
innovation is implemented (Month V) result in M being obligated to pay BPA only $0.8 million
on the next monthly payment date. During Month V, other Qualified Utilities pay BPA an
aggregate of $20.0 million for their purchases of electricity.

e $0.8 million of M’s $1.5 million accrued Prepayment Credits for Month V are credited
against M’s obligation to make payment to BPA on the next payment date (the 20" day
of Month V+1).

e BPA credits the Prepaying Customer with an additional $0.7 million, reflecting a deemed
assignment of the remaining $0.7 million of accrued Prepayment Credits for Month V to
other Qualified Utilities.

e On the next payment date (the 20" day of Month V/+1), BPA remits $0.7 million of cash
to M.

o All electricity associated with the Prepayment for Month V is consumed by retail
customers of Qualified Utilities.

Scenario #4 (Region-Wide Natural Disaster): An vast earthquake or other natural disaster
throughout the Pacific Northwest requires the sudden and permanent retirement of 90% of BPA’s
power supply resources. This results in a 90% pro rata reduction (i) in BPA’s obligation to
deliver electricity to preference customers pursuant to the PSAs, and (ii) in preference customers’
obligation to purchase electricity from BPA pursuant to the PSAs. BPA’s rates are not yet
adjusted to reflect this change. M’s purchases from BPA under the PSA in a particular month
after that natural disaster (Month W) result in M being obligated to pay BPA only $0.4 million on
the next monthly payment date. During Month W, other Qualified Utilities with PSAs pay BPA
an aggregate of $10.0 million for their purchases of electricity.

e $50.4 million of M’s $1.5 million accrued Prepayment Credits for Month W are credited
against M’s obligation to make payment to BPA on the next payment date (the 20" day
of Month W+1).

e BPA credits the Prepaying Customer with an additional $1.1 million, reflecting a deemed
assignment of the remaining $1.1 million of accrued Prepayment Credits for Month W to
other Qualified Utilities.

e On the next payment date (the 20" day of Month W+1), BPA remits $1.1 million of cash
to M.

o All electricity associated with the Prepayment for Month W is consumed by retail
customers of Qualified Utilities.

Scenario #5 (Sovereign Default): Congress enacts legislation directing the U.S. Army Corps of
Engineers and the U.S. Bureau of Reclamation to sell their hydroelectric facilities to private
investors free of any obligation to honor PSAs or other contracts entered into by BPA for the sale
of electricity.
o From and after the date of sale of those hydroelectric facilities, BPA has no revenues
from the sale of electricity, and the Prepayment Credits become worthless.
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o All preference customers with PSAs have claims against BPA for money damages based
on BPA’s breach of contract.

o For preference customers who are Prepaying Customers, this includes claims against
BPA for money damages based on BPA’s failure to deliver electricity in respect of
Prepayment Credits which accrue after the date of sale of those hydroelectric facilities.
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ATTACHMENT F
COMPARITE SHOWING CHANGES
FROM DRAFT REQUEST FOR OFFERS

TO FINAL REQUEST FOR OFFERS



The following encapsulates and explains changes in the provisions of the final RFO (and
Appendices) compared to the Draft RFO (and Appendices). A comparite version of the
changes follows. Many changes are stylistic and are not explained. Certain changes are
repeated throughout the Final RFO (and appendices) and a separate explanation for each
instance of a repeated change may not be provided.

RFO

Paragraph 1. The Final RFO adds a more descriptive title to the RFO and adds the
date on which the Final RFO was issued (this change is made throughout).

Paragraph 2. The Final RFO clarifies that to make an Offer a preference customer
must have adequate power purchase billing capacity, as provided in Paragraph
4(b) of the Final RFO. For accuracy, the RFO uses the term “Revision” rather
than “Amendment” to describe the revision to Exhibit D of the PSA that must be
executed to implement the Prepayment Credits (Revision). This change is
reflected throughout the RFO.

The Final RFO now uses “contract(s)” and ‘“Prepayment(s)” to reflect that each
Offer is separately accepted and that each such acceptance results in an individual
contract for a Block. This change is reflected throughout the Final RFO.

Paragraph 2(a). The Offer window is clarified to be a 24 hour period. For
simplicity, the terms “Offer Deadline” and “Prepayment Deadline:” are replaced
with dates certain. The Final RFO adds, for emphasis, a statement that Offers
must be e-mailed by a date/time certain.

Paragraph 2(b)(i). The Final RFO clarifies that BPA may change the
communications protocols established in Paragraph 2. It also adds a general catch-
all that communications limitations on the RFO will lift when Offers are accepted.

Paragraph 2(b)(ii)-(vii). In response to internal concerns about the flow of
information in this solicitation process, paragraphs 2(ii)-(viii) were added in the
Final RFO. BPA is balancing concerns about the competitive character of the
solicitation and the need for more information flow and assistance in preparing
documents. The acceptance of Offers in this particular solicitation is
straightforward because it is based solely upon the Purchase Prices that are bid. In
BPA’s opinion, there is little chance for assertions of favoritism, bias or unfair
bidding advantage that could come into play in this competition. Furthermore, the
bid window is 24 hours so inside information on the offered Purchase Prices will
be less available for possible inadvertent revelation. BPA will establish internal
controls so that bids are closely held until the acceptance period is over. And,
BPA will close off communications two weeks prior to the time period for the
submission of Offers.

On the other hand, BPA expects that preference customers will need further
assistance in developing a detailed understanding and appreciation of the Program



and RFO insofar as their participation or potential participation is concerned. BPA
believes that additional outreach is needed to assure that maximum participation
is achieved. BPA could delay the RFO issuance date but does not think a delay
would have any notable benefits for communications, and thinks that the certainty
of having a Final RFO will aid the preference customers in advancing their
deliberations on their participation in the RFO, if any.

Paragraph 2(b)(ii). In the Final RFO, BPA encourages the use of e-mailed
questions and answers, which will be available to all Interested Parties. This
section includes a defined term, “RFO Questions,” which is narrowly defined to
mean questions relating to a customer’s potential Offers. This is intended to allow
BPA to discuss questions about the Program generally, including with non-
Interested Parties.

Paragraph 2(b)(iii). Self explanatory.

Paragraph 2(b)(iv). The Final RFO provides that BPA will help customers fill out
the template forms necessary for an Offer. BPA will not fill out the Purchase
Price or other substantive features of an Offer.

Paragraph 2(b)(v). BPA reserves the ability to engage in limited “Direct
Discussions” with Interested Parties. There is no requirement that these
discussions be recorded or that the information in the discussions be shared with
Interested Parties. The provision includes limits on the character of the
discussions, more particularly that the Substance of the customers’ potential
participation will not be discussed. For clarity, basic administrative matters
relating to the RFO may be discussed between BPA and Interested Parties.

Paragraph 2(b)(vi). Under the Final RFO, BPA is imposing a quiet period on
communications, which will begin two weeks prior to the time that Offers are to
be submitted.

Paragraph 2(b)(vii). A preference customer’s main point of contact on the RFO
will be its Power Services Account Executive (AE), except as otherwise provided.
The Draft RFO had identified personnel in BPA Finance department as the point
of contract.

Paragraph 2(b)(viii). Under the Final RFO, Offers are to be submitted in PDF
format to a central BPA email address and it is suggested (but not required) that
each Offeror send an electronic carbon copy (cc) to its AE. BPA is expecting that
AEs may provide a basic review of Offers as submitted to attempt to identify any
obvious administrative or documentary errors (missing signatures or initial
blocks/ incorrect dating of documents, etc.). Executed paper originals of the
Offers (especially the Revisions, which are the document that cements the
prepayment contract(s) when executed by both BPA and the related Offeror),




must be mailed by each Offeror to its AE promptly so that the AE will have
executed originals of the Revision to counter-sign and return to winning Offerors.

Paragraph 2(c). In contrast to the Draft RFO, under the Final RFO, BPA will not
announce in advance of the date that Offers are due to be submitted the maximum
number of Blocks that it will purchase. Rather, BPA will announce the maximum
aggregate dollar amount of Offers it will accept—see Paragraph 2(c)(ii) of the
Final RFO. The original language was erroneous because BPA would have been
unable to predict the clearing price and therefore the aggregate number of Blocks
it would accept. Also, the term “Credit Commencement Date” is replaced
throughout by a date certain as part of BPA’s resolution to specific dates for the
RFO and Program.

Paragraph 2(d). The Final RFO clarifies that while BPA may amend the RFO
through a date certain, BPA may nonetheless suspend, delay or terminate the RFO
without regard to the time limitation for amending the RFO.

Paragraph 3(b). The Final RFO adds a provision to the effect that while
Prepayment Credits are fixed there is no intention to interfere with the possibility
that Prepayment Credits may roll forward to future periods.

Paragraph 3(c). The Final RFO adds new wording to the effect that a customer
may pledge cash remittances by BPA, which is as an exception to the general
limitation on assignment.

Paragraph 4(a). Changes in this paragraph clarify the number of originally
executed forms that Offerors must submit for an Offer and notes that a single
Offer form may be used to submit more than one Offer if the bundled Offers are
identical or differentiated only by Purchase Price. The Final RFO adds the word
“maximum” for increased consistency with and more accurate description of the
clearing price structure used in the Final RFO.

Paragraph 4(b)(i). The Final RFO adds more precise wording to describe the
relationship that the net billing agreements have with the number of Blocks a
Customer may Offer to purchase. The Final RFO replaces “BPA Fiscal Year” for
“Contract Year” to remove a possible ambiguity.

Paragraph 4(b)(ii). The Final RFO adds a provision assuring that a preference
customer may obtain, confidentially from BPA, the information on the maximum
number of Blocks the customer may Offer to purchase.

Paragraph 4(c). The Draft RFO included information in Appendix C about the
potential means by which a customer may indirectly participate in the purchase of
Blocks when it may otherwise be precluded. This has been deleted as
unnecessary. A brief version of the logic of former Appendix C is included in the



new text to assure preference customers that BPA does not find such
arrangements objectionable.

Paragraph 4(d). In the Draft RFO, BPA originally proposed to provide preference
customers with the 10-Year Treasury yields. In the Final RFO, BPA has provided
a link to the information to assist customers in readily finalizing and making their
Offers. BPA will not provide such information to the customers.

Paragraphs 4(e), (f) and (g). In contrast to the Draft RFO, the Final RFO,
rearranges the order of these paragraphs to improve logical flow; however, the
wording remains substantively similar. The Final RFO adds a clause in Paragraph
4(g) (Paragraph 4(e) of the Draft RFO), emphasizing that the amount of a
Prepayment may differ from the Market Clearing Purchase Price if the Market
Rate Adjustment has been elected. This emphasis is made throughout the Final
RFO.

Paragraph 4(h)(i). The Final RFO uses dates certain in lieu of definitional dates.
The Final RFO adds a provision to assure that Purchase Prices will be the
determining factor in acceptance and that elections made in an Offer to opt in to
off-ramps or the Market Rate Adjustment will not affect selection of accepted
Offers.

Paragraph 4(h)(ii). The Final RFO uses a date certain. The Final RFO clarifies
that if an Offer is re-submitted because BPA identified an error in the Offer as
submitted, the Purchase Price may not be changed.

Paragraph 4(h)(iii). The wording in Paragraph 4(h)(iii) of the Draft RFO has been
deleted. BPA originally proposed to establish a loop to check the reasonableness
of Initial Spreads for customers opting-in to the basis risk off ramp of Paragraph
6(c). BPA has determined this is unnecessary and would compound timing issues
in the process for accepting Offers. The certification of the Financial Advisor is
an adequate safeguard for assuring the reasonableness of the Initial Spread.

Paragraph 4(h)(iii). Most of the text of Paragraph 4(h)(iii) of the Final RFO was
originally found in Paragraph 4(h)(iv) of the Draft RFO. This is the result of re-
numbering the paragraphs in light of the deletion of text, as discussed
immediately above. The Final RFO adds a requirement for BPA to announce the
aggregate dollar amount of Prepayments it has accepted (the actual amounts
received may change depending on the operation of the Market Rate Adjustment,
and use of off-ramps and other factors). Paragraph 4(h)(iii) of the Final RFO also
adds delivery’ by BPA of counter-executed acceptances as part of the acceptance
process. In view of the possibility that an Offeror may offer to purchase Blocks at
differing Purchase Prices and the resulting possibility that not all Offers it submits
may be accepted at the Market Clearing Purchase Price, the Final RFO provides
that BPA’s acceptances shall indicate the number of offered Blocks that BPA has
accepted from the Offeror.




Paragraph 4(h)(iii)(B). The material in this Paragraph was formerly in Paragraph
4(h)(iv)(B). The Final RFO clarifies the process for invitations to be made to
Offerors whose Offers were lower than the Market Clearing Purchase Price to re-
offer at the Market Clearing Purchase Price.

Paragraph 4(j). The Final RFO adds a date certain.

Paragraph 5. The Final RFO adds Treasury web site links for determining the
yields on 10-Year Treasuries. It also clarifies that an Accepted Customer is free to
use any published yield on 10-Year Treasuries during the Lock-In Date (prior to
3:00 PM Pacific Time) for purposes of calculating the Market Rate Adjustment
and/or triggering the Adjustment Cap off-ramp under Paragraph 6(c)(i). By
contrast, for determining the Termination Spread basis risk off-ramp under
Paragraph 6(c)(ii)(A), the yields on 10-Year Treasuries at the end of the business
day prior to the related Lock-In Date will be used.

Paragraph 5(a). The Final RFO uses a date certain for the last day for a Lock-In
Date and the default Lock-In Date. Paragraph 5(a) of the Final RFO now
references Appendix C, which has been revised to be a form that customers are
encouraged to use to apprise BPA of a Lock-In Date. There is no requirement that
the customer use this form.

Paragraph 5(b). The Final RFO adds a provision emphasizing that electing the
Market Rate Adjustment in Offers is optional.

Paragraph 5(c). In the Draft RFO, BPA proposed using a percentage (based off of
the yields on 10-Year Treasuries, expressed in basis points) as the Adjustment
Cap. In the Final RFO, BPA has concluded that it will use a dollar amount per
Block. Paragraph 5(c) of the Final RFO adds, for emphasis, a statement
explaining the possible adverse effects to Awarded Customers if the Adjustment
Cap goes into effect.

Paragraph 5(d). The Final RFO adds a date certain. The Final RFO adds a
provision requiring BPA to identify the aggregate amount of Prepayments that a
customer is to pay after adjusted by the Market Rate Adjustment, if any.

Paragraph 6(a). The Final RFO adds a date certain. The Final RFO adds for
emphasis a statement that BPA may terminate a Prepayment transaction with a
non-Bond issuing customer as late as March 28, 2013, even if the customer has
theretofore transferred Prepayment amounts to BPA.

Paragraph 6(c)(i). For clarification, the Final RFO provides that a contract for
Prepayment may be terminated by a customer if the Adjustment Cap is in effect.
The Final RFO adds an emphasis that the customer may reset the Lock-In Date in
lieu of terminating the related Prepayment contract.




Paragraph 6(c)(ii). For clarification, the Final RFO provides that a contract for
Prepayment may be terminated by an Accepted Customer under the off-ramps in
Paragraph 6(c)(ii) and (iii). This is added for consistency with the notions that
each accepted Offer for a Block and the related Prepayment is an individual
contract and each such contract may terminated by exercising an off-ramp right.
This change is made in several places in the Final RFO.

Paragraph 6(c)(ii)(A). In the Draft RFO, the Termination Spread calculation did
not include an assumption as to the period between the Lock-In Date and closing
for the Bonds (were they to be issued). The Final RFO directs the customers to
assume that the closing date for the related hypothetical Bonds (for purposes of
determining the Termination Spread) should be March 29, 2013. This section
adds a link to the U.S. Treasury website for obtaining the yields on 10-Year
Treasuries. For purposes of determining the Termination Spread, an Accepted
Customer must use the yields on 10-Year Treasuries at the close of the business
on the business day before the Lock-In Date.

Paragraph 6(c)(ii)(B). The Final RFO adds a date certain. The Final RFO clarifies
that the off-ramp in this paragraph applies to agreements, analogous to bond
purchase agreements, which may be used in connection with bank loans or notes.

Paragraph 6(c)(iii)(B). The Final RFO references an acceptable form to be used
by customers in exercising the Adjustment Cap Off-Ramp (see Appendix F, Part
I1). There is no requirement that a customer use this form.

Paragraph 6(c)(ii)(C). The Final RFO clarifies that the customer will have to
develop its own form of notice to BPA that the customer is terminating one more
Prepayment contracts under Paragraph 6(c)(ii)(B).

Paragraph 6(e). The Final RFO adds this paragraph to assure customers that
BPA’s obligation to pay out-0f-pocket expenses survives termination of the
related Prepayment contract(s).

Paragraph 7. The Final RFO adds more detail and certainty to the process for
execution and delivery of the Revision.

Paragraph 8(b). In the Draft RFO, BPA had not resolved whether to allow a
customer to direct cash remittances to any account designated by the customer.
BPA has decided to make such remittances only to the account each customers
has established with BPA to receive refunds. This limitation will avoid
complication and potential for confusion and mistakes in BPA’s billing and
payment procedures and practice.



Appendix A
Introduction. Appendix A to the Final RFO adds some explanatory information to
convey the notion that customers may bundle multiple Offers in a single Offer
form.

Part Il. Appendix A to the Final RFO clarifies that each Offer that is accepted is a
separate contract. This point is also made throughout the RFO proper.

Part I11. Appendix A to the Final RFO clarifies that an Offeror, in its Offer(s), is
to provide a notice of intent to issue or not issue Bonds.

Part IV. Appendix A to the Final RFO uses the term “Offer Date Tested Bonds”
for determining the Initial Spread for customers opting-in to the basis risk off-
ramp of Paragraph 6(c)(ii)(A). In draft Appendix A to the Draft RFO, BPA would
have required the customer to attempt to predict the spread to Treasury on any
date the customer selected prior to April 1, 2013. This would not have established
an estimate of Offeror’s spread to Treasury proximate in time to the date that the
Offer is submitted. Appendix B to the Final RFO modifies the Initial Spread
determination by asking Bond-issuing customers to estimate, as part of their
Offers, their hypothetical Bonds’ spread to Treasury assuming such Bonds priced
on November 29, 2012 and closed the next day.

Appendix A to the Final RFO also requires that the customers, in estimating the
Initial Spread, assume that debt service on the hypothetical Bonds is paid from
February 1, 2013 to June 30, 2028. This is the same number of months (186) as
was proposed in the draft Appendix A to the Final RFO (it is also the same
number of months that the Prepayment Credits are scheduled to be provided), but
the assumed Bond closing date of February 1, 2013 will allow a more accurate
estimate of the cost of the hypothetical Bonds.

Part 1V, section 2. Appendix A to the Final RFO, Part IV, section 2, now uses a
date certain for estimating the initial spread to Treasury.

Part IV, section 3. Appendix A to the Final RFO, Part 1V, section 3, includes a
link to the Treasury web site for obtaining the yields on 10-year Treasuries for
purposes of estimating the initial spread to Treasury. The section also includes
conforming changes.

Part 1V, section 4. Appendix A to the Final RFO, Part IV, section 4, includes
conforming changes. It also changes “will” to “would” to accurately reflect the
hypothetical character of the estimate.

Appendix B
The third sentence of Appendix B to the Final RFO replaces the phrase “may be”
with the phrase “are to be,” to connote that the provision of net billing credits is
not voluntary. The third sentence of Appendix B to the Draft RFO is deleted in



the final Appendix B as redundant of information provide elsewhere in Appendix
B.

Appendix C
Appendix C to the Final RFO replaces information in Appendix C to the Draft
RFO regarding indirect participation in the Program. BPA provided such
information to assist customers in considering indirect participation in the
Program where they may otherwise be precluded. The information has served its
intended purpose and BPA has deleted the information in Appendix C to the Draft
RFO. In lieu thereof, Appendix C to the Final RFO supplies forms for customers
to use in notifying BPA of customer-selected Lock-In Dates. There is no
requirement that customers use the Lock-In Date form supplied in Appendix C.

Appendix D
Appendix D to the Final RFO includes a changed date, and deletes brackets that
were inadvertently in the draft Appendix D.

Appendix E
Appendix E to the Final RFO includes a number of changes to reflect the
terminology of the Final RFO, and where possible, it uses known numbers, dates
and amounts in lieu of definitional terms. The effect of the formula is to establish
the present value (in dollars) of two streams of 186 monthly Prepayment Credits
and determine the difference (in dollars) between the two streams. The first
stream is based on the yields on 10-year Treasuries on November 29, 2012. The
second is based on the yields on 10-year Treasuries for the Lock-In Date
(determined by reference to Treasury yields on the on the Lock-In Date, prior to
3:00 PM Pacific Time). This differential is the Market Rate Adjustment, which
may be positive or negative, and which represents the change in the present value
of the Prepayment Credit stream as of the Lock-In Date.

Appendix F
Appendix F to the Final RFO includes a Part I, which provides an acceptable form
to be used by a customer in terminating one or more Prepayment contracts under
the Adjustment Cap Off-Ramp under Paragraph 6(c)(i).

Appendix F to the Final RFO includes a Part Il, which provides an acceptable
form to be used by a customer in terminating one or more Prepayment contracts
under the basis risk off-ramp under Paragraph 6(c)(ii)(A).

Appendix F to the Final RFO includes a Part I11, which provides an acceptable
form to be used for the certification of the customer’s Financial Advisor in
terminating a Prepayment contract under the basis risk off-ramp under Paragraph

6(c)(ii)(A).

Appendix G
Appendix G to the final RFO changes a date and changes the enumeration.



Appendix H
Appendix H is the template form of Revision to Exhibit D of the PSA. The
template as executed will include several customer-specific details (contract
numbers, name of customer, section numbers, etc.).

Title. The title of the Revision was changed to reflect the final title of the RFO.

Section #.1. Appendix H to the final RFO is redrafted to reflect the final title of
the RFO and the date certain that Prepayments are to be made. This section also
includes a provision to be used for Block Slice customers to allay possible
confusion that a “Block” as defined in the RFO and the Revision is different from
Block product purchases of power under the Slice Block contracts. This section
also clarifies that a Prepayment is the dollar amount for a single Block. This
change is in line with the notion that each Offer and acceptance of Block calls for
a singe Prepayment.

Section #1, second paragraph. The second paragraph of Section #1 of Appendix H
to the Final RFO adds “aggregate” for consistency with the notion that each
Prepayment is related to a single Block but that Prepayments shall be aggregated
into a single payment to BPA. The paragraph also uses a new defined term
“Unadjusted Prepayment Amount” to reflect the notion that the amount of a
Prepayment may be larger or smaller than the Market Clearing Purchase Price due
to operation of the Market Rate Adjustment (where applicable). The second
paragraph has also been reordered and wording added to conform directly to the
description of Prepayment and Prepayment Credits used in the RFO. The second
paragraph also includes the phrase “making and electric power Prepayment under
a Prepayment RFO” to address in the Revision the possibility that BPA may
proceed in the future with one or more additional electricity prepayments
programs modeled on the RFO and employing the Revision.

Section #.2. In contrast to Exhibit H of the Draft RFO, the first paragraph of
Section #2 of the Exhibit H of the Final RFO deletes a sentence beginning “Prior
to BPA’s execution . . . .” The review applies only to the Prepayment amounts as
adjusted by the market Rate Adjustment and is fully addressed under paragraph
5(d) of the Final RFO.

Section #.3.3(2). In contrast to Exhibit H of the draft RFO, Section #.3.3(2) of
Exhibit H of the final RFO adds more precise section cross-references. It also
includes a proviso that states:

provided, however, that, the application of «Customer Name»’s Carry

Forward Prepayment Credits to «Customer Name»’s purchases of electric
power from BPA under section #.3.3(1)(a) of this exhibit shall extend past
November 30, 2032 but only if and to the extent there is in effect between



«Customer Name» and BPA one or more agreements for the sale of
electric power by BPA to «Customer Name» after such date.

This proviso is added for certainty that the Prepayments under the RFO do not
involve the sale of electric power in excess of 20 years in accordance with the
Bonneville Project Act, 16 U.S.C. 832d(a). That provision of the Bonneville
Project Act provides that BPA power sales in general “shall be effective for such
period or periods, including renewals or extensions, as may be provided therein,
not exceeding in the aggregate twenty years from the respective dates of the
making of such contracts.”

Section #.3.4. In contrast to Exhibit H of the Draft RFO, Section #.3.4 of Exhibit
H of the final RFO includes a provision that states BPA shall remit cash payments
by the Due Date for the “month following the month in which the reassignments
under sections #.3.2 and #.3.3(2) of this exhibit shall have been deemed to have
been made.” The version in Exhibit H of the Draft RFO was incorrect. It
suggested that the remittances by BPA would be paid within 20 days f the month
in which the related deemed reassignments occurred. On that time frame, BPA
would not be in a position to determine if it had in fact received cash receipts
from other power sales adequate to support deemed assignments and related cash
remittances. The additional calendar month will provide BPA with time to assess
whether it can effect deemed reassignments and can make the related remittances.
For purposes of comparison, the provision will result in cash remittances (if any)
lagging the Prepayment Credits by one month.

In contrast to Exhibit H of the Draft RFO, Section #.3.4 of Exhibit H of the Final
RFO includes a parenthetical that states that the term Due Date shall have the
meaning as defined in section 16.2 of the body of this Agreement ““(or its
equivalent date if this Agreement is no longer in effect).” This clause is intended
to assure customers that the monthly dates on which BPA will provide cash
remittances and Repayment Credits will be the same after the end of the related
PSA.

In contrast to Exhibit H of the Draft RFO, Section #.3.4 of Exhibit H of the Final
RFO includes a provision that states that BPA “shall transfer the remittances
hereunder to «Customer Name»’s specified account to which BPA provides
refunds under this Agreement.” This added provision is consistent with Paragraph
8(b) of the Final RFO. BPA has decided to make such remittances only to the
account each customer has established with BPA to received refunds. This
limitation will avoid complication and potential for confusion and mistakes in
BPA’s billing and payment procedures and practice.

Section #.6. In contrast to Exhibit H of the Draft RFO, Section #.6 of Exhibit H of
the Final RFO includes a provision that states that the customer shall not enter an
assignment that purports to provide to a third party “a right to any electric power
purchased from BPA (including under this section # of this exhibit).” This added

10



clause conforms to the body of the PSA and is added to assure that a customer
does not inadvertently enter into such an assignment.

Signatures. In contrast to Exhibit H of the Draft RFO, Section #.6 of Exhibit H of
the Final RFO includes a signature block introduction.
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JUNE 272012 DPRAFTF EEECTRICIFY-PREPAYMENT Contract No. 12PS-«aH#H#H#»

REQUEST FOR OFFERS FOR

PREPAYMENT OF ELECTRICITY

1. Request for Offers from Preference Customers. The Bonneville Power Administration
(“BPA”) issues this Request for Offers for Prepayment of Electricity (“RFO”) on this date,
fAugust 62042414, 2012, soliciting offers from BPA’s preference customers to prepay for
electricity (also referred to herein as “electric power”) purchased from BPA pursuant to their
existing power sales agreements (“PSAs”) with BPA.

2. Preference Customers. Offers may be submitted by any preference customer that has (i)
executed a PSA w1th BPA to purchase electrlclty through September 30, 29%8—Preferenee
h aph

preference customers that mak offers hereunder (“Offerors”) may have a load- followmg
PSA or aslice/block PSA, or in the future could be served under a block -only PSA. The
Prepayment(s) (defined below) will be made pursuant to the contract(s) formed by BPA’s
acceptance of the related Offer(s) (defined below) and a ‘springing amendment’ to applicable
PSAs inthe-form-efthrough a revision to Exhibit D of the existing PSAs
(“AmendmentRevision”). The form of the AmendmentRevision is attached as Appendix H.

(a) Timeline. Offers conforming to the requirements of this RFO must be submitted
to BPA neJaterthanbetween Noon, Pacific Time on November 29, 2012, and
Noon, Pacific Time on November 30, 204 2-(“Offer Deadline2012. Offers
recei rlier or later than such time peri il m
nonconforming Offers. Offers and the related Appendices necessary therefor
m m lectronic communication (“‘e-mail” he e-mail
provided in Paragraph 2(b)(viii). Prepayments under this RFO shall be made no
later than March 29, 2043 (“PrepaymentDeadline™-2013. This will-
provideprovides approximately four months after BPA accepts Offers for
preference customers whose Offers are accepted (“Awarded Customers”) to
arrange for the marketing, pricing and closing of Bonds (defined below) or
otherwise to obtain the funds necessary to make the Prepaymentstheir

Prepayment(s).

(b) Communications.

(1) €b9—€9nmum+eatwnsGeneml Unless otherwise provided herein or as
specified by BPA at a later time, communication by and between BPA

and preference customers, Offerors, Prepaying Customers, and/or
Awarded Customers (each as defined or described herein) for all notices,
filings and other statements hereunder, including; any exercise of any
right te-under this RFO or the contract formed by acceptance of Offers
hereunder by BPA, shall be made eleetronieatlyfirst by e-mail to be
followed immediately thereafter withby the delivery of physical
documentation via express mail. Where signed documents are required,
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they shall be provided by portable document format (“PDF”) followed
immediately withby physical delivery of originals via express mail. For
example, the set of documents required for a conforming Offer requires
the submission of several executed documents;seme-of-which-must-be-
exeeuted. Given the time sensitive nature of the submission of Offers
and acceptance thereof by BPA, PDF signatures are required in the
submission of Offers. The communication limitations described in this
Paragraph 2 ill no longer be in eff he time one or more Offer

have been accepted or this RFO has been terminated, if earlier.

RFO Questions. Preference customers (or preference customer
associations) and their representatives (“Interested Parties”) may have

questions about the provisions of this RFO in connection with the
reparation of Offers or th luation of whether to make Offer:

Questions”). BPA prefers that Interested Parties direct RFO Questions to
heir design. BPA P r ices A nt Ex 1 mail. Th

applicable email address is provided below. BPA will attempt to answer
h ion romptl ible; h I, 10 Vi f th
competitive character of this RFO, all such e-mailed questions and

I n; hall be m ilabl 11 Inter Parti

In making RF ion. ilabl Inter Parti nd in

responding to RFO Questions), BPA will not identify the names of the

inter referen mers (or preferen mer iations) or

their representatives submitting the RFO Questions until after the

f Offers under, or termination of, this RF

Infor 1 Meeti 7 BPA ex hol

more webinars, informational meetings or conference calls to help
further the understanding of this RFO among Inter Parties. BPA

will take reasonable steps to provide telephonic access to such meetings
Inter Parties. BPA will also make recordin f such meetin r

conference calls available to Interested Parties.

Assistance in Customizing Documents Necessary for Submitting Offers.
Th ments n for nforming Offer, in icular the Offer

form and the Revision form, are provided in this RFO as templates and
m miz reflect individual features of a preferen:

customer’s PSA and comport with BPA’s contract form requirements for
PSAs and PSA-rel ransactions. In connection with ibl

Offer( s), ata Qreference customer’s t1me1¥ reguest, BPA will Qrowde

xecutlon of the related documents, 1nclud1ng the ReV1510n In providing
hi mization BPA will not fill in th n

(as deﬁned below). Moreover, bx reguestmg BPA’s customization

istan referen mer agr hat it will not di ith or

seek advice from BPA or its representatives on the Substance of the
referen mer’s Offer r ible Offer(s). nce” mean:

the Purchase Price (Prepayment) a preference customer will Offer, is

12PS-«tHtHHHD
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considering offering or may consider offering; whether the preference
customer will opt in to the Market Rate Adjustment under Paragraph 5;
whether the preference customer will issue Bonds as defined herein;
whether the preference customer will opt in to the Offeror Off-Ramp
under Paragraph 6(c)(ii)(A); whether the preference customer will

mit or i nsiderin mitting no Offer, or one or more Offer(s);
and the number of Offers the preference customer will submit or is

nsiderin mittin

) Assistance in Explaining the RFO and the Prepayment Program.
At a preference customer’s or other Interested Party’s request, BPA will
also take reasonable steps to be available on a limited basis to engage
directly in explaining the RFO and the Prepayment Program and to
nswer directly RF ions (“Direct Di ions”). Before BPA

engages in these Direct Discussions, and in the hope of limiting the need
for Direct Di ions, BPA encour Inter Parti -mail RF

Questions to their BPA Power Service Account Executives (see

Paragraph 2(b)(i1)) and to participate in the informational meetings

BPA may also engage in limited Direct Discussions to apprise Interested
Parti f the existen fthe RFO, i neral character, rel

information resources, RFO timing and schedule of events, and similar
ministrative matter:

At n int will BPA or its representati fr ise an

preference customer or other Interested Party in any way on the
nce. By r ing Direct Di ions with BPA ori

representatives, a preference customer or other Interested Party agrees
hat it will not di ith or seek ice from BPA ori

representatives on the Substance.

(vi)  No Obligation to Respond to RFO Questions. BPA reserves the right not
I N ny or all RF ions from Inter Parties. BPA
does not intend to respond to RFO Questions, provide assistance in
explaining the RFO or the Prepayment Program, or requests for

assistance in customizing documents, in each case which are submitted
BPA by Inter Parties after 5:00 PM Pacific Time on mber

15,2012,

(vil)  Cemmunicationsto-BRPABPA Point of Contact. Unless otherwise
ifically provided herein or as BPA may later provi

communications to BPA in connection with this RFO shall be addressed
to:

12PS- 3



Drafter’s Note: Insert AE’, m Addr
Bonneville Power Administration
«Street Address»

«P.O. Box»

«City, State, Zip»

Routing- EFC2Attn: «AE Name - Routing»
QOS5 NE-Hth-Avenue
Portland, OR—97232

«Senior »Account Executive

Phone: «fHH-#it#-HHtH

FAX: «#H-tHH-HiHHD)

E-Mail: «E-mail address»

Please Note: Offer(s) and the associated Apgendlces necessary therefor
- e-mailc - - ) :

mmed1atel¥ below

(viii) Emailjmduli@bpa-gev-or—Submission of Offers. Offer(s) and the
1 Appendices n herefor m -mail BPA n

later than Noon Pacific Time on November 30, 2012 at:

powerprepays@bpa.gov, with har riginal liver
overnight mail or other reasonable means of delivery for receipt no later
han 5:00 PM Pacific Time on December 3, 2012 h I n

the attention of the Account Executive provided in Paragraph 2(b)(vii)

immediatel In mitting the e-mail of Offers and th

Appendices necessary therefor, please send an electronic carbon copy
f such material he e-mail I f the A nt Ex 1

set forth in Paragraph 2(b)(vii).

(©) Value of Electricity the Purchase Price of Which May Be Paid through
Prepayments. This RFO invites preference customers to offer to prepay for
electrlclty to be dehvered by BPA in dlscrete 1ncrernents (“Blocks”) T—h%

Qﬁfer—Deadhﬂ%Each Block w111 represent the r1ght to prepay the purchase price
for $50,000 value of electricity from BPA each month during the period
commencing on a-date-speeified-in-the REO-(“Credit Commenecement
Date}April 1, 2013, and ending September 30, 2028.

Q) reditC. DetteThe Credit C Date is 4l
Prmeenlondordoes o tthe e Pollenlondbe month o los the Tresnment
Deadline-and-eorrespondstoDate Prepayment Credits Commence. April
1, 2013 is the first day of pewerelectricity sales to which Prepayments
will relate.-The-CommeneementDate-is Apri1;2043- Prepayment
Credits (defined below) accruing for a month will be available to offset
payment obligations otherwise due to BPA with respect to that month
under Section 16.2 of the PSA.

(ii) Value of Electricity Offered. BPA expects that the maximum value of
electricity for which Prepayments will be accepted under this RFO will
be between $2.25 million per month (45 Blocks) and $6.0 million per

12PS- 4
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month (120 Blocks). The expected aggregate Prepaymentsamount of
Prepayments accepted by BPA (as of the date accepted by BPA, and
without taking into account Market Rate Adjustments, as described
herein) will not exceed (A) BPA’s estimated capital expenditures for
federally-owned hydroelectric facilities of the Federal Columbia River
Power System in Fiscal Years 2014-2015 as set forth in the Integrated
Program Review for BPA’s Fiscal Year 2014-2015 Power Rate Case,
Integrated Prosram Reviewsplus (B) BPA’s actual capital expenditures
for such hydroelectric facilities to the extent they were funded in Fiscal
Year 2013 from cash reserves in the BRA-fundBonneville Power
Administration Fund in anticipation of later borrowings from the United
States Treasury (BPA frequently refers to this practice as “deferred
borrowing”). BPA expects that the aggregate Prepayments (defined
below) it would accept could be in the range of $300 million to $600
m11110n under thls RFO Not later than November 16,2012, BPA will

Pregaxment that BPA will acccpt underthls bOllCltaUOn

(d) Right to Amend the RFO. BPA reserves the right to cancel, amend and/or
clarify the terms and conditions of this RFO at any time prior to the-Offer
Deadhne: ific Tim 2012, provided; that; notice of
any such QOSSlbl amendments or clarlﬁcatrons will be communicated by BPA to_

all prgfgrenge g;;gtgmgrg not later than ﬁ%e(é}—b&smess—days—p&er—to—the@ffer—

and the RFO termlnated or delaxed or susgended without eror notrce BPA max
cancel this RFO at any time for any reason. BPA assumes no obligation to

reimburse preference customers for any expenses incurred in preparing an-Offer—
Offers.

(e) Formation of Contract. Upon the acceptance by BPA of any-and-al-Offers, as
provided-hereindescribed in Paragraph 4(h)(iii), the terms of this RFO (including
Appendices) shall constitute a binding contract by and between BPA and each
Offeror with respect to each of its Offers that BPA has accepted.

3. Schedule of Value of Electricity to Be Delivered by BPA Each Month to Which
Prepayments May Apply. As provided in the Amendment-Revision (see Appendix H),
each Awarded Customer that makes its required payment (“Prepaying Customer”) shatwill
be entitled to monthly reductions (“Prepayment Credits”) for the period from the-Credit
CommeneementDateApril 1, 2013 through September 30, 2028, reflecting the value of
electricity attributable to its Prepayment for each such month. Prepayment Credits arewill be
associated with and reflect the right to receive delivery of a specified value of electricity
from BPA each month. As provided in the Amendment,see-AppendixHRevision, the
Prepayment Credits arewill be the dollar amounts that the Prepaying Customer would have
paid in the related month but for the amount it prepaid, and shalwill be shown on the
Prepaying Customer’s monthly power bill as reductions to the amount that otherwise would
be payable with respect to the Prepaying Customer’s purchases of electricity from BPA. Ia-
retaraFor its part, the Prepaying Customer shall make a lump sum cash payment to BPA no
later than March 29, 2013 with respect to each Offer-efaBloeck that BPA has accepted
(“Prepayment”)-+te-BPA-no-laterthanthe Prepayment Deadline. While each Prepaying

Customer will aggregate all of its Prepayments into a single payment to BPA, each Offer

12PS- 5
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(and the separate contract formed by the acceptance thereof by BPA) is associated with an-
individuala separate Prepayment.

Drafter’s Note: Insert appropriate Exhibit D section number below in 3(a), (b) and (c)

Prepayments for Electricity. As provided in the AmendrmentRevision, except in
connection with “deemed assignments” of Prepayment Credits by BPA to other
purchasers of electricity and possibly in connection with any accumulation of
unused Prepayment Credits, each as set forth in Section #.3 of the Amendment-
see-Appendix-HRevision, Prepayment Credits apply only to payments the
Prepaying Customer otherwise would be required to make to BPA for each
month as a result of the Prepaying Customer’s purchases of electricity from BPA
during that month pursuant to the Prepaying Customer’s PSA. For avoidance of
doubt, a Prepayment does not entitle the Prepaying Customer to payment credits
for transmission or related services or any other products, apart from electricity,
that it purchases from BPA, or for any other obligation, apart from the purchase
of electricity, that the Prepaying Customer owes to BPA.

Fixed Value of Prepaid Electricity. Asprovided-inthe- Amendment—aA

Prepaying Customer’s Prepayment is not for a fixed quantity of electricity.
Rather, a Prepayment is and will be treated as meeting the obligation of the
Prepaying Customer (or any deemed assignee of Prepayment Credits under

Section #.3 of the Amendment-seeAppendixHRevision) to make payment to

BPA for a fixed monthly value of electricity. Asprovided-inthe Amendment-
theThe quantity of electricity to which thea Prepayment applies shall vary,

depending on BPA’s rates and rate schedules that apply to electricity purchases
by the Prepaying Customer (or BPA’s rates and rate schedules that apply to
electricity purchases by any deemed assignee of Prepayment Credits under
Section #.3 of the AmendmentseeAppendixHRevision). The schedule of the
value of electricity to be prepaid each month will be fixed, as provided in the
AmendmentRevision, and will not be subject to change after the associated
Prepayment is made and the AmendmemRevmon takes effect- (except that

Pr ment Cr hall for rovided in ion f th

Revision).

Prepaid Electricity and Prepayment Credits May Not Be Assigned. Prepaying
Customers shalmay not be-permitted-to-assign their rights to the prepaid
electricity or the related Prepayment Credits to any other person; however, it is
possible that certain deemed assignments of Prepayment Credits could be made
by BPA under circumstances described in Section #.3 of the Amendment;see-

AppeﬁelﬁeHRevmon Pregagmg Customers max pledge the cash remittances

Sectlon #.6 of the Revision.

4. Auction Process+Adjustments/Offers.

(a)

Blocks. Each offer to purchase a Block shall be made by the Offeror by

delivering to BPA a-ferm-attachedtwo (unless more are required by the Offeror)

fully completed and executed Offer forms attached hereto as Appendix A and all
her n itional A iﬁ in his RF (each an “Offer

Ferm ), provi ggg,; at r Qggrglggg gf;hg ngrnl;g ofOffer orms ggg ;;gg,; g
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fferor shall provide onl nless more are requir: he Offeror
executed Revision forms, attached hereto as deseribedin-AppendixA)Appendix
H, and twoe (unless more are required by the Offeror) executed certifications,

attached hereto as Appendix D. Each Offer shall specify a “Purchase Price,”
meaning the maximum Prepayment amount the Offeror is w1111ng to pay for a

RFO). Offerors may submlt multlple Offers each for the purchase of a s1ngle
Block, although the aggregate number of Offers an Offeror may submit is subject
to the limits described in Paragraph 4(b). An Offeror may (but need not) offer a
different Purchase Price for each Block offered. Please Note: An Offeror may
submit a number of identical individual Offers through a single set of executed

Offer forms so long as the Offers are identical or differentiated only by Purchase
Pri rovi in Appendix A

Offers Limited.

(1) Prepayment Limit. Each preference customer is limited in the number of
Blocks it may offer to purchase. The limit is the lesser of (A) the
estlmated %@M s that eeuld-be-provided-tomay be

BPA and the preference customer in eonnection-with-
NePBH%%g—Agreemen%s—m—Gmﬁae#ea%s%@M—Z@%—assuﬁmqg—n&
BPA-direct-paymentsto-Energy NorthwestandBPA Fiscal Years 2014 —
2018 in light of the preference customer’s Net Billing Agreement(s), if
any, or (B) 50% of the smallest amount expected to be paid to BPA by
the Offererpreference customer under its PSA for firm-pewerelectricity
purchased during any CentractBPA Fiscal Year from Centraet
YearsBPA Fiscal Year 2014 through CentractBPA Fiscal Year 2018.

(See Appendix B.)

(i1) Confidential Communication of Prepayment Limit to Each Preference
Customer. BPA will determine and provide separately to each requesting
preference customer, on a confidential basis, the maximum number of
Blocks for which the preference customer may submit Offers consistent
with the foregoing limitation in Paragraph 4(b)(i). To receive the
foregoing information regarding the maximum number of Blocks a
preference customer may offer, it must send BPA an electronic
communication requesting the information no later than 5:00 PM Pacific
Time on October 15, 2012. Communications under this Paragraph

4(b)(ii) do not constitute Direct Discussions or RFO Questions as
defined in Paragraph 2(b).

No Partial Blocks. Each Offer shall be for the purchase of a single whole Block;
however, ﬁndeﬁe&eumstaﬁee&em}med—mﬁppeﬂdﬁe&a—pfefereﬂe%e&s%emeﬁ

this

RFO does not preclude a Prepaying Customer from entering into a strictly
financial loan reement (one not involving th ignment of either
electricity from BPA or Prepayment Credits) with another preference customer

here it provi 1on of the Pr n mer’s Pr ment an
receives consideration in return.

12PS-«tHtHHHD



DRAFT
6/26/2012

(d) Certification of True Interest Cost. Each-Offeror-that-wishesto-have-

availableTo establish the Offeror Off-Ramp described in Paragraph 6(c)(ii), an
fferor that ex i Bon fund the rel Pr ment(s) must

include in its related Offer(s) (i) a certification of the Offeror’s estimated true
interest cost on indebtedness that might be issued to finance the Offeror’s
Prepayment(s), assuming the indebtedness were issued on the-day-efthe-Offer
Deadline;November 30, 2012, computed as set forth in Appendix A (“TIC”), and
(i1) a certification of the differential (“Initial Spread”) between (A) the published-
yield on sueh-date-on-10--year U.S. Treasury obligations;-as-cemmunicated-by-

PRt tosetenbnl O lepop b 00 A 0L Dol Thsse i theduss for November

29, 2012, as published by the United States Department of the Offer
DeadlineTreasury at
http: T rce-center, -chart-center/interest-r

xtview.aspx ?data=yield, and (B) the TICHn-each-ease. Reasonableness of the
TIC estimate must be confirmed by a certification of the Offeror’s independent
financial advisor (“Advisor”), on the form set forth in Appendix A. The Offeror

Off-Ramp described in Paragraph 6(c)(ii) shall be available to an Offeror only if
its related Offer(s)-as met the conditions establishing the Off-Ramp right.

(©)

Price-submitted-inthe-aceepted-Offer(s)y-Certification of Authority to Issue

Bonds. Each Offer must include a certification substantially in the form attached
as part of Appendix A to the effect that any bonds, notes or other indebtedness
(“Bonds”) proposed to be issued to fund a Prepayment are authorized under
applicable federal, state and local law, as well as any applicable resolutions,
charters, bylaws or other rules or regulations that apply to the Awarded
Customer or to any other entity that is proposed to issue Bonds to fund any_

Pr ment or ion thereof.

&)

pfepesed—te—kss&%Beiids—te—fuﬂd—ﬁr%Pfepaymeﬁt—Cernf cation of Independent
Offer(s). Any collusion among Offerors in establishing the number of Blocks

offered or the Purchase Price offered for any Block is prohibited. Each Offer
must include a certification of independent offer by the Offeror, substantially in
the form attached as Appendix D.
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(h)

Clearing Pgrggggg Price. In general, BPA will accept Offers for Blocks based
on the Offer(s) that provide(s) the highest Purchase Price(s) (i.e., the largest
Prepayment) that ‘clears the market’ (“Market Clearing Purchase Price”). The
Market Clearing Purchase Price is the highest Purchase Price which, together
with all other offered Blocks at that or a greater Purchase Price, provides BPA
with an aggregate amount of Prepayments_and cost that BPA determines is
appropriate. All Awarded Customers shall pay the Market Clearing Purchase
Price for each offered Block that BPA accepts (but subject to adjustment for
ffer Awar mers who elect the Market Rate Adjustmen ri

in Paragraph 5). Thus, with respect to an offered Block, even without regard to
the Market Rate Adjustment described in Paragraph 5, it is possible that an

Awarded Customer may become obligated to provide a lower Prepayment (i.e.,
Purchase Price) than the amount that it submitted in its accepted Offer(s) if the
Market Clearing Purchase Price is lower than Purchase Price submitted in the
Awar mer’ ffer

Evaluation and Acceptance of Offers.

(1) BPA Evaluation of Offers. As soon as reasonably practicable following
the Dl Dendline ific Tim 2012, but in no
event me%e—ﬂ&aa—bwe—@—)—b&mess—d—ays—@hefeaﬁer—later than 9:00 AM

ific Time on December 4, 2012, BPA will complete its_initial
evaluation of the Offers received to determine (A) which Offers conform
to the RFO, and (B) the aggregate amount of conforming Offers (if any)
that BPA will accept, up to the maximum aggregate Prepayment amount
theretofore specified by BPA. This initial evaluation will be made
without regard to how an Offeror proposes to fund its Prepayment:, and
ithout regar hether an Offer h into the Market R
Adjustment under Paragraph 5 or Offeror Off-Ramps under Paragraph
mmunications in this Paragraph 4(h) will be held in confi
and do not constitute RFO Questions or Direct Discussions as defined in
Paragraph 2(b).

(i1) Nonconforming Offers. BPA, in its discretion, may advise any Offeror

that has submitted a nonconforming Offer of the manner in which the
Offer fails to conform to thethis RFO, in which case the Offeror may
submit a revised Offer. Any such revised Offer must be submitted to
BPA no later than 5:00 PM Pacific Time on

PeadlineNovember 30, 2012, Any revised Offer shall make no change to
he offered Purchase Price.
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number below.

(iili))  E@¥-BPA Acceptance of Offers. By 5:00 PM Pacific Time on the-third-
EBednesdne sl theemeipa b dendbne Losbanittin e O s December

4, 2012, BPA will advise all Offerors of (A) the aggregate number of

Blocks and the aggregate amount of Prepayments that BPA is accepting.

(without regard to Market Rate Adjustments described in Paragraph 5),
(B) the Adjustment Cap (defined in Paragraph 5(c)), and (C) the Market

Clearing Purchase Price applicable to all offered Blocks that BPA is
accepting. BPA will accept Offers by executing and delivering to
Awarded Customers the applicable AmendmentsRevision, as provided in
Paragraph 7—7, which shall reflect the number of offered Blocks that

BPA has accepted to sell to the related Awarded Customer in the
hedule of Pr ment Credits in on 1

(A) Over-Subscription. If conforming Offers are made for more than one
Block at the Market Clearing Purchase Price, BPA will accept all
such Offers, subject to the limit described in Paragraph 2(c)(ii) or
such other lower aggregate amount of Prepayments that BPA
determines to accept. If BPA determines to accept fewer than all
conforming Offers originally made at the Market Clearing Purchase
Price, BPA may accept conforming Offers originally made at the
Market Clearing Purchase Price by lottery.

(B) Under-Subscription/Invitations to Re-Offer. If BPA determines that
the potentially acceptable Offers will not provide Prepayments in an
aggregate amount sufficient to meet BPA’s purposes, BPA reserves
the right and ability to, and may, not later than 5:00 PM Pacific
Time on December 4, 2012, invite Offerors whose originally offered
Purchase Prices were lower than the Market Clearing Purchase Price
to re-offer at the Market Clearing Purchase Price. BPA will extend

the invitations to re-efferall Offerors whose original Offers were for
Purchase Prices lower than the Market Clearing Purchase Price. No
later than n Pacific Time on December 5, 2012, any invi
Offerors may notify BPA that they accept BPA’s invitation to revise
their Purchase Price for any Offer to the Market Clearing Price
previously announced by BPA. If that invitation results in aggregate
Offers for more Prepayments at the Market Clearing Price than BPA

determines to accept, BPA will accept revised Offers in order ranked
on the basis of the original conforming Offers that were closest to

the Market Clearing Purchase Price.

6)] Price Paid for Accepted Offers. The Market Clearing Purchase Price will apply
with respect to all accepted Offers.
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) Rejection of All Offers / Reservation Price. BPA will establish a reservation
price. If BPA accepts any Offer(s), it will communicate the reservation price it

used to all Offerors by the-end-ofthe-third-business-day-after the-day-ofthe Offer
Deadline:5:00 PM Pacific Time on December 4, 2012, BPA reserves the right to

reject all Offers without regard to its use or establishment of a reservation price.

5. Market Rate Adjustment. If and only if an Awarded Customer has so designated in its
Offer(s), the Purchase Price to be paid for the related Offer(s) accepted by BPA will be
subject to later adjustment (“Market Rate Adjustment”) to reflect the change #-yield-of

FOens U Teenee ol lentions between (V) the deeeo it Ol Doncdline Do the
p’dhhshed—yleld on 10—year U S. Treasury obhgatlons at—theeleseef—theb&srﬁessflay—

peten&a%@#fererﬁre—hteﬁhaﬂq—%%l\@aerﬁc—?ﬁ%eﬂ—theéay or jgggrnl;gr 22, 2!212, as

Pa01ﬁc Tlme on the date that the Awarded Customer elects to lock ina Market Rate
Adjustment for such Offer, as provided in a notice to BPA (“Lock-In Date”)—Fhusi, as

Qubhshed by the United States Department of the Treasug at

?data—ggeld The formula for calculatlng the Market Rate Ad]ustment is set forth in -
Appendix E. If an accepted Offer does not specify that the Awarded Customer is electing

into the Market Rate Adjustment, the Market Clearing Purchase Price shall be the amount
specified in the accepted Offer— without adjustment. Please Note: The Market Rate
Adjustment is subject to a cap, as provided in Paragraph 5(c).

(a) Lock-In Date. The Lock-In Date shall be a business day and shall not be earlier
than three (3) business days following the date on which BPA receives written
notice of the netieeLock-In Date; provided, that, in no instance shall the Lock-In

Date be later than the-tenth-business-day-priorto-the Prepayment
Deadline;March 19, 2013, and if the Awarded Customer has not established by

notice to BPA a Lock-In Date that is a-date-before-the-tenth-business-day-priorto-
thePrepaymentDeadline;before March 19, 2013, the Lock-In Date shall be the-

tenth-bustness-day-priorto-the Prepayment Beadline-March 19, 2013. An
Awarded Customer may cancel the Lock-In Date designated in its notice at any
time prior to 5:00 PM Pacific Time on the designated Lock-In Date, effective at
the time BPA receives notice thereof, at which point the Awarded Customer
shall be free to designate a new Lock-In Date by notice to BPA, subject to the
limitation in the prior sentence that in no instance shall the Lock-In Date be later

than the tenth-business-day-priorto-the Prepayment Deadlineearlier of (i) three
(3) business days following the date of BPA’s receipt of the notlce, or (i1) March

19, 2013. An le form for lishing a Lock-In D 1 in
Appendix C.

(b) Separate Lock-In Date for Each Offer. The Lock-In Date applies on an Offer
basis, not on an Awarded Customer basis. For example, an Awarded Customer
may elect to have a Lock-In Date in connection with a Prepayment for a Block
which is expected to be funded with the issuance of Bonds and another Lock-In
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Date in connection with a Prepayment for a Block which is expected to be
funded from cash-on-hand. Please Note: There is no requirement that an Offer
m lish a Market Rate Adjustment or an 1 Lock-In D

Adjustment Cap. The Market Rate Adjustment shall not exceed a pereentage;-
expressed-i-basis-peintsdollar amount per Block, announced by BPA when it
accepts the Offers (“Adjustment Cap”). The Market Rate Adjustment will
increase or decrease the applicable Purchase Price (i.e., Prepayment amount) as
provided in Appendix E, subject to the Adjustment Cap._Please Note: 1f the

Adjustment Cap is in effect on a Lock-In Date for an Awarded Customer, it
should carefully weigh using the Adjustment Cap Off-Ramp under Paragraph
6(c)(1) because if it does not take the off-ramp, the Awarded Customer may be

Blocks in that mterest rate env1ronment1 than 1t may or would otherwrse be
gllhng to bear.

Verification of Market Rate Adjustment. On or before 5:00 PM Pacific Time
on the second business day after a Lock-In Date applicable to an accepted Offer,
BPA will notify the Awarded Customer of the amount of the Market Rate

Adjustment for the related Offer(s)_and the final aggregate amount of
Prepayment to be paid to BPA under this RFO by the Awarded Customer, and
the Awarded Customer shall have the opportunity to verify the accuracy thereof
prior to the-PrepaymentDeadline-March 29, 2013. In the event of a dispute over
the Market Rate Adjustment which is not resolved by the Prepayment
Peadline;March 29, 2013, the Awarded Customer shall make its Prepayment(s)
on or before the-PrepaymentDeadhneMarch 29, 2013 in the amount determined
by reference to the BPA-determined Market Rate Adjustment, subject to final
resolution under the dispute resolution provisions of the PSA applicable to
disputed bills.

6. Funding Prepayments / Off-Ramps.

(a)

(b)

(©)

Timing. The Prepayment(s) must be made on or before the-Prepayment

Peadline-Noon, Pacific Time on March 29, 2013. Awarded Customers may

choose to pay BPA before the PrepaymentDeadline;March 29, 2013, but the

Prepayment amount(s) will not be adjusted for early payment._Please Note:

Where an Offer states that the Awarded Customer i is not expected to issue Bonds
fund the rel Pr ment, BPA may exerci ff-Ramp under

Paragraph 6 of this RFO through March 28, 2013, regardless of whether the
Awar mer has m: its rel Pr men

Source of Funding. Awarded Customers-wil have flexibility to fund their

Prepayments from whatever source(s) they choose (for example, cash-on-hand;
proceeds from the issuance of Bonds), so long as the funding is consistent with
applicable law, the terms of the PSAs, and the principles described in this RFO.

Offeror Off-Ramps.

(1) Adjustment Cap Off-Ramp. An Awarded Customer that eleets-nsubmits

an Offer stating that the Awarded Customer elects to have the Market
Rate Adjustment apply may-eleetnotto-make-its Prepayment-with-
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respeetto-that- Offerto the Offer may elect to terminate the contract
formed by BPA’s acceptance of the Awarded Customer’s Offer

(including, without limitation, terminating the Awarded Customer’s

ligation to make the rel Pr ment and the Awar mer’

related entitlement to Prepayment Credits) if, on the applicable Lock-In
Date, the Adjustment Cap is in effect. (Please Note: In lieu of
terminating the contract formed by BPA’s acceptance of the Awarded
Customer’s Offer, the Awarded Customer may change the Lock-In Date
as provided in Paragraph 5(a).)

Bond-Related Off-Ramps. An Awarded Customer that submits an Offer
advising BPAstating that the Awarded Customer expects to issue Bonds
to fund the Prepayment may elect net-to-make-its Prepayment-with-

respeet-to-thatto terminate the contract formed by BPA’s acceptance of
the Awarded Customer’s Offer if:

(A) the estimated differential between the FHCtrue interest cost on Bonds_
of the character described in the Awarded Customer’s Certification
of Expected True Interest Cost and Initial Spread-and-the- 1, but.
sold on the Lock-In Date and issued on March 29, 2013, and the

yield on 10-year U.S. Treasury Obligatiensobligations published by
the United States Department of the Treasury at

http: I rce-center, -chart-center/interest-r:
tes/pages/textview.aspx?data=yield for the business day before the
Lock-In Date (“Termination Spread”)-as-eftheLecktnDate, has
increased above the Initial Spread by more than 25 basis points
(0.25%), determined as provided in Appendix F, Part II; or

(B) on the applicable Lock-In Date for the Offer, or in the twenty-one
(21) calendar days thereafter (but in no event later than the-business-
day-before-the Prepayment DeadlineMarch 28, 2013), any of the
conditions described in Appendix G exists, and such condition has
resulted or will result in the failure (i) to achieve an executed bond

purchase agreement for the Bonds or a similar agreement, including

redit agreement or similar contr: here a n r similar

instrument is proposed to be issued to a bank or financial institution
(“Bond Purchase Agreement-ferthe-Bonds™), or (ii) to close the

related Bond sale.

Termination Notices.

(A) To exercise the right te-terminate-under Paragraph 6(c)(i)to_
rmin: ntract formed in r f an Offer, the Awarded
Customer must provide to BPA on the Lock-In Date an irrevocable
notice of termination and a good faith estimate that the Adjustment

Cap is in effect:_in connection with that Offer. An acceptable form
for exercising the Adjustmen ff-Ramp under Paragraph

6(c)(1) is provided in Appendix F, Part 1.

(B) To exercise the right te-terminate-under Paragraph 6(c)(ii)(A)_to

terminate a contract formed in respect of an Offer, the Awarded

12PS-«tHtHHHD
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Customer must provide to BPA on the Lock-In Date an irrevocable
notice of termination_in connection with that Offer and a good faith
estimate (confirmed by a certification from the Advisor which
certified the Initial Spread); that the Termination Spread as-efthe-

LoektnDate-is-expeeted-to-beis greater than the Initial Spread by
more than 25 basis points (0.25%)._Acceptable forms for exercising

the termination right under Paragraph 6(c)(ii)(A) and the associated
rtification of the Advisor, are provi in Appendix F, Part 1

(C) To exercise the right to terminate ntract formed in r

pr0V1de BPA with an 1rrevocable notlce of termination_in connection
with that Offer (not later than 5:00 PM Pacific Time on March 29,
2013), together with a certification by it that one or more of the
conditions described in Appendix G exists on the date of termination
and has or will result in the failure (i) to achieve an executed Bond
Purchase Agreement-forthe Bends, or (ii) to close the related Bond
sale. The form of notice of termination under this Paragraph

6(c)(111)(C) may be any form that reasonably conveys the
information required herein.

(iv)  Effect of Termination Notice. The right and obligation of the Awarded
Customer to make its Prepayment with respect to an accepted Offer shall
terminate upon delivery of a notification to BPA under Paragraph
6(c)(iii) with regard to Paragraphs 6(c)(i), 6(c)(ii)(A) or 6(c)(ii)(B);
provided, however, that in lieu of termination under this Paragraph 6(c),
the Awarded Customer may specify a new Lock-In Date by notifying
BPA thereof in accordance with Paragraph 5(a).

(v) Reimbursement of Costs. If an Awarded Customer exercises a
termination election under this Paragraph 6(c) with respect to any
accepted Offer, BPA will reimburse the Awarded Customer for up to
$406:600100,000, in aggregate, of reasonable out-of-pocket costs
incurred by the Awarded Customer in connection with any proposed
issuance of Bonds to fund the Prepayment(s) or the proposed use of
other available cash to fund the Prepayment(s), which costs would not
have been incurred by the Awarded Customer but for BPA’s acceptance
of the terrnmated Offer(s) in each case to the extent those costs were
incurred durin e T g e
aeeep%ed—th%@fferés% rom Dgggmhgr Q, 21212, through and 1nclud1ng the
date of the Awarded Customer’s termination. If an Awarded Customer
terminates only some of its Prepayment obligations, then BPA shall not
be obligated to reimburse any costs that the Awarded Customer would
have incurred in any event with respect to the accepted Offers which

gave rise to formation of contracts that are not terminated.

(d) BPA Off-Ramps.

@) If Bond Financing Is Expected. Where an Offer indieatesstates that the
Awarded Customer or another entity is expected to issue Bonds to fund
the related Prepayment(s), BPA may for any reason and without cause,
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at any time before an applicable Lock-In Date for the Offer, terminate its-
right-and-ebligatienthe contract formed in respect of that Offer,

including without limitation BPA’s right to receive the Prepayment and_
BPA’s obligation provide the related Prepayment Credits. Such
termination shall be effective upon notice to the Awarded Customer;
provided, that, for such notice to be effective it shall be delivered to the
Awarded Customer no later than 2:00 PM Pacific Time on the business
day before the Lock-In Date.

(ii) If Bond Financing Is Not Expected. Where an Offer indieatesstates that
the Awarded Customer or another entity is not expected to issue Bonds
to fund the related Prepayment, BPA may, for any reason and without

cause at any time before th%Prepaymeat—DeadJmHemqmat%rts—ﬁght—
and-ebligatienMarch 29, 201 rmin inr
of that Offer, including without limitation BPA’S right to receive the

Prepayment and BPA’s obligation to provide the related Prepayment
Credits. Such termination shall be effective upon notice to the Awarded

Customer; provided, that, for such notice to be effective it shall be
delivered to the Awarded Customer no later than 2 00 PM Pacific Time
on -March 28, 2013. In
such an instance, BPA shall immediately return any funds theretofore-
were transferred to BPA by the Awarded Customer in respect of its

Prepayment obligation prior to the termination-andtorthe-Prepayment
Lendline,

If BPA exercises the termination right described in this-Paragraph 6(d)(i) or
Paragraph 6(d)(ii), BPA will reimburse the Awarded Customer for up to
$1406,600100,000, in aggregate, of reasonable out-of-pocket costs incurred by the
Awarded Customer in connection with any proposed issuance of Bonds to fund
the Prepayment(s) or the proposed use of other available cash to fund the
Prepayment(s) 1n each case to the extent those costs were mcurred chaethe

December 5,2012 through and 1nclud1ng the date of BPA’s termination, but only
to the extent those costs would not have been incurred by the Awarded Customer
but for BPA’s acceptance of the terminated Offer(s). If BPA terminates only
some of an Awarded Customer’s Prepayment obligations, then BPA shall not be
obligated to reimburse any costs that the Awarded Customer would have
incurred in any event with respect to the accepted Offers which gave rise to
formation of contracts that are not terminated.

Survzval of Retmbursement Obltgattons

vy, BPA’s reimbursement obligations under Paragrap
hall survive the termination of the contract(s) formed in resgect of the related
Offer(s).

AmendmentsRevisions to Existing PSAs. The AmendmentRevision (two originals, unless
more are required by the Offeror) must be executed by the-Offererseach Offeror and
delivered to BPA as part of theirits Offer(s);and-f. If the Offer(s) are accepted by BPA, swill-

be-exeecuted-by-BPAthe Revision also will be executed by BPA and delivered to the Offeror.
ill ex nd deliver -mail h Awar mer a PDF of th

Revision by 5:00 PM, Pacific Time, December 5, 2012, to be followed immediately by
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delivery (via overnight mail) of a BPA-executed original of the Revision. The execution by
BPA of an-Amendmenta Revision and delivery of a PDF of that fully executed Revision to

the Offeror will constitute BPA’s acceptance of the related Offer(s), consistent with
Paragraph 4 above. Once executed and delivered by BPA, the AmendmentRevision shall take
effect on the PrepaymentDeadhne;March 29, 2013, but only if BPA has received the

Prepayment on or before the-PrepaymentDeadline;March 29, 2013, and no termination under
Paragraph 6(c) or 6(d) has occurred. All other provisions of the existing PSAs with

Prepaying Customers shall remain unchanged.

8. Bonds Issued to Fund Prepayment(s) Will Not Be Guaranteed by BPA. BPA will not
provide any guarantee of the payment of principal of or interest on any Bonds issued by or
for the benefit of any Awarded Customer to fund its Prepayment(s) or to refund or refinance
such Bonds.

(a) Disclosure. If Bonds are to be issued to fund a Prepayment, if disclosure materials
are prepared with respect to those Bonds, and if the disclosure materials include a
description of the AmendmentRevision, then the disclosure materials also shall
include the following statement: “The [Name or Title of Bonds] are not a debt or
other obligation of Bonneville Power Administration, and the [Name or Title of
Bonds] are not a charge on the full faith and credit of Bonneville Power
Administration or on the Bonneville Fund.”

Drafter’s Note: Inser ropriate Exhibit D jon number

(b) Pledging Remittances. The Awarded Customer may pledge or otherwise grant a
security interest in (i) BPA’s remittances of cash reflecting BPA’s deemed
assignments of electricity for an Awarded Customer in Section #.3 of the
Amendment;see-AppendixH-Revision, and (ii)) money damages arising from any
breach by BPA of its obligations under the AmendmentRevision. However, any such
pledge shall not provide or purport to provide the pledgee with any right to bring any
legal action against BPA to enforce rights of the Awarded Customer against BPA._

BPA will not agree to make cash remittances to any account other than the

customary account designated by Awarded Customer and used by BPA for cash
refun he Awar mer under its PSA
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APPENDIX A

OFFER

PLEASE NOTE: To constitute a conforming Offer, the Offeror must submit more than a
single Offer form if the Offeror is offering to purchase more than one Block but-enlyand
the terms (apart from the Purchase Pri r Block) are not identical acr h Offer
Thus, separate Offer forms must be submitted if (i) the Offeror expects to fund its
Prepayment for one or more Blocks through the issuance of Bonds and to fund its
Prepayment for one or more Blocks without the issuance of Bonds, (ii) the Offeror elects to
have the Market Rate Adjustment under Paragraph 5 of the RFO apply to some but not all
of its Offers, or (iii) the Offeror establishes the Bond-Related Off-Ramps under Paragraph
6 of the RFO for some but not all of its Offers. Conversely, an Offeror may bundle a
number of Offers using a single Offer form, but all Offers at different Purchase Prices so
bundled must otherwise have identical terms_in order t nsider nforming Offers.

Part1. Definitions
Unless otherwise provided, capitalized terms in this Offer shall have the meanings assigned to

such terms in the Request for Offers of Bonneville Power Administration-(-BPA™), dated
fAugust 6514, 2012, (the “RFQO”).

Part I1. OffersOffer(s)

1nthe RFO
Pursuant to the RFO, [ ] (the “Offeror”) hereby offers to
purchase Blocks from BPA as follows:
Number of Blocks Purchase Price per Block™
— $
— $
£ A diusted Corth .
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Part II1. Certification of Authority and Intent to Issue Bonds

For all Offer(s) submitted herein, the Offeror must elect one of the following Alternatives:

fAlternative #1: The Offeror does not propose to issue Bonds to fund any portion of its
Prepayment pursuant to the Offer(s) made herein.}

fAlternative #2: The Offeror proposes to issue Bonds to fund some or all of its Prepayment
pursuant to the Offer(s) made herein. The Offeror has authority under applicable federal, state

and local law, as well as under any applicable resolutions, charters, bylaws or other rules or
regulations which apply to the Offeror, to issue Bonds to fund its offered Prepayment(s) pursuant
to the Offer(s) made herein.}

fAlternative #3: The Offeror expects [ ] (the “Bond Issuer”) to issue Bonds for
the benefit of the Offeror to fund a portion or all of the Offeror’s Prepayment(s) pursuant to the
Offer(s) made herein. The Bond Issuer has authority under applicable federal, state and local
law, as well as under any applicable resolutions, charters, bylaws or other rules or regulations
which apply to the Bond Issuer, to issue Bonds to fund the offered Prepayment(s) pursuant to the
Offer(s) made herein.}

The Offeror hereby elects Alternative __ for each Offer submitted herein. Initial here:

Part IV. Estimated TIC and Initial Spread, Applicable Only to Offers to be
Financed with Bonds

If the Offeror has selected Alternative # 2 or Alternative # 3 in Part 111, the Offeror may establish
an Off-Ramp under Paragraph 6(c)(ii)(A) of the RFO by providing the information in (1) — (4) of
this Part IV as part of this Offer(s). Failure to provide such information shall mean that the
Offeror has irrevocably waived its right to that Off-Ramp.

For purposes of this Part IV:

= “Offer Date Tested Bonds” means Bonds with characteristics described in (1)
below that might be sold on November 29, 2012 and issued on November 30
2012 to finance all or befere-Aprit1;2043to-Hinaneeatl-er-a portion of the
Prepayment with respect to this Offer, with level monthly payments of principal
and interest (or level monthly deposits to a mandatory debt service sinking fund),

12PS-«tHtHHHD Page 2.of
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commencing MayFebruary 1, 2013 and ending OetoberJune 1, 2028.

= “True Interest Cost” or “TIC” means with respect to_Offer Date Tested Bonds,
the rate of interest, compounded semiannually, that would be required to
discount (i) the payments of principal and interest to holders of Offer Date
Tested Bonds to maturity to (ii) the purchase price paid by buy-and-hold
investors in the Offer Date Tested Bonds. Thus, TIC on Offer Date Tested
Bonds is determined without regard to costs of issuing the Offer Date Tested
Bonds, funded interest, any amounts deposited to a debt service reserve account,
or amounts paid for bond insurance or other credit enhancement with respect to
the Offer Date Tested Bonds.

(1) As of the-Offer Deadline;November 30, 2012, the Offeror reasonably expects
that Bonds with the following general characteristics [for example, the
Offeror’s senior lien electric system revenue bonds, the Offeror’s
subordinate lien electric revenue bonds, other] will be issued to fund a
portion or all of the Prepayment(s) required pursuant to the Offer(s) made
herein:

[ ]

(2) As published bg the Umted States Degartment of the Treasug at

/textv1ew asgx‘7data¥1eld, the ggeld on 10-¥ ear U S. Treasury obllgatlons
n r29,2012 X XX r annum (carri h

second decimal ).

(3) -adereanditonintheenpinlboraslon e o b Ot Dond o [f Offer
Date T Bon re sold on mber 29, 2012 for deli

November 30, 2012, the Offeror reasonably expects the TIC on those Offer
Date Tested Bonds tewould be no more than [Y.YY] percent per annum
(carried out to the second decimal).

(4) 3)»Consequently, under conditions in the capital markets as of the-Offer
Deadline;November 29, 2012, the Offeror reasonably expects the TIC on
Offer Date Tested Bonds wi#Hwould not exceed the [X.XX] percent per

annum (carried out to the second decimal) yield on 10-year U.S. Treasury
obllgatlons a{—ﬂqeeleseeﬁbamqes&en—th%b&smes&éalfm%medm{ely—

peteaﬂal—@ﬁere%s—queppa%agmphll{d}ef—m%ml@for November 29 2012
lish he Uni D ment of the Tr

httg.//www.treasug.gov/resource-center/data-chart-center/mterest-rates/page
s/textview.aspx?data=yield, by no more than [Z.ZZ] percent per annum
(carried out to the second decimal)-Jnitial-Spread™).

Part V. Market Rate Adjustment Election

For all Offer(s) submitted herein, the Offeror must elect one of the following Alternatives:

Alternative #A: The Offeror elects to apply the Market Rate Adjustment to the Purchase Price set
forth in Part 1II.

12PS-«tHtHHHD
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Alternative #B: The Offeror elects not to apply the Market Rate Adjustment to the Purchase
Price set forth in Part HI.

The Offeror hereby elects Alternative # _for each Offer submitted herein. Initial here:
Part VI. Authority of the Undersigned

The undersigned is an officer of the Offeror and is duly authorized to execute and deliver this
Offer on behalf of the Offeror.

Date-
p=geaan D

2012
ZITZ

[NAME OF OFFEROR]

gﬂ?

‘Print/T)

E}.

g
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FORM OF CERTIFICATION OF EXPECTED
TRUE INTEREST COST AND INITIAL SPREAD

The undersigned hereby certifies as follows in connection with the offer(s) (the “Offer(s)”)
submitted by [ ] (the “Offeror”) in response to the Request for Offers of
Bonneville Power Administrationy, dated fAugust 6414, 2012. Unless otherwise provided,
capitalized terms in this Certification of Expected True Interest Cost and Initial Spread
(“Certification”) shall have the meanings assigned to such terms in the Offer(s) to which this
Certification is attached:

1. The undersigned is an officer of [FINANCIAL ADVISOR] (the “Advisor”) and is duly
authorized to execute and deliver this Certification on behalf of the Advisor.

2. The Advisor serves as an independent financial advisor to the Offeror in connection with
the Offer(s).

3. The undersigned has reviewed the Offer(s).

4. Under conditions in the capital markets on the date of this Certification, the Advisor
certifies that it is reasonable for the Offeror to expect:

a. the TIC on Offer Date Tested Bonds willwould be no greater than [—X.XX]
percent per annum (carried out to the second decimal), as set forth in the Offer;

and

b. the Initial Spread wiltherefore does not exceed [—X.XX] percent per annum_
(carried out to the second decimal).

Dage: —0D
[NAME OF ADVISOR]
~ze 1
) DY 1
fritled
By
Name
(Print/Type)
Title
Date
12PS-«tHtHHHD Page 50f 4
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APPENDIX B

LIMIT ON AMOUNT OF OFFERS

Background - Net Billing Cushion. BPA and most preference customers (“Participants”) have

entered into individualseparate Net Billing Agreements to cover the costs of Energy Northwest’s
Net Billed Projects. In these agreements, BPA has agreed to provide net billing credits against
each Participant’s monthly bills for the purchase of power and related services received from
BPA. These net billing credits mayare to be applied against the Participant’s purchases of
electricity or transmission service from BPA. In consideration of these net billing credits, each
Partlclpant has agreed to rennt an equrvalent amount of funds to Energy Northwest %}&BP—A—

b%remsﬂtuted—at—any—ﬁm%Thus a preference customer ] capa01ty to purchase Blocks from BPA
could be constrained by the existing Net Billing Agreements. In the Net Billing Agreements,
BPA and each Participant have covenanted not to enter into further agreements providing for
payments (including credits) by BPA to the Participant unless, as determined by BPA, for each
future Contract Year the total expected cash value of purchases of electricity and transmission
services by the Participant from BPA will equal at least 115% of the aggregate of all expected
billing credits to be provided by BPA to the Participant under the Energy Northwest Net Billing
Agreements and any additional agreements providing for net billing.”” BPA has entered into
certain direct payment arrangements with Energy Northwest which may obviate net billing;-
dependingon-the-existence-of certain-conditions-now-neffeet. Direct payments could cease
however, and net billing could be reinstituted. For purposes of this calculation, direct payments
and the existence of the direct payment arrangements are assumed not to exist.

Prepayment Limit. Offerors may not submit Offers to purchase Blocks representing an aggregate
annual value of electricity exceeding the lesser of:

(A) for any Contract Year from 2014 through 2018, the smallest amount of:
L+M-—N(1.15)
where L = amount BPA expects to bill the Offeror for purchases of firm power
during the Contract Year, M = amount BPA expects to bill the Offeror for
purchases of transmission services during the Contract Year, and N = the
Offeror’s expected aggregate net billing obligations (in the absence of BPA
direct payment) during the Contract Year; or

(B) 50% of the smallest amount expected to be paid by the Offeror to BPA for firm
power purchased during any Contract Year from 2014 through 2018.

* See, for example, the Project 2 (now Columbia Generating Station) Net Billing Agreements, Section 7(d)
(“The Administrator and the Participant shall not enter into any agreements providing for payments [this
means net billing credit obligations] which the Administrator estimates will cause the aggregate of his
billings to the Participant to be less than 115 percent of the Administrator’s net billing obligations to the
Participants under all agreements providing for net billing:”"), and Section 7(g) (“The estimates by the
Administrator under this agreement of billing credits and of payments to be made by the Participant and
the Administrator giving rise to such billing credits shall be conclusive:”).
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12PS-«tHtHHHD Page 2 0of 4
Appendix A of «Year» Prepayment RFO



APPENDIX C

NOTICE OF ESTABLISHMENT OF A LOCK-IN DATE

1. Under [i i ffer mi n he Bonneville P
Admlmstratlon g“BPé”Q in connectlon W1th its Reguest for Offers, dated August 14a 2012
. A A

, I , ]
in its Offerg s), that the Purchase Prlce to be Qald for the related Offer( s) accegted bx BPA
1l later men rket Rate Adjustment”) and that th
formed in respect of such Offer(s) may be terminated by [Name of Customer under the
Adjustment Cap Off-Ramp under Paragraph 6(c)(i) of the RFO (‘“Adjustment Cap
Off-Ramp™).

As provided in Paragraph 5 of the RFO, the Customer hereby establishes |,
201 he Lock-In D ithr he followin ffer

>

CONSOLIDATORS
'Descripti 4

This designated Lock-In Date is a business day, is not earlier than three (3) business days
following th f thi 1 nd is not later than March 1

[

mer m. ncel the Lock-In D 1gn in thi 1 ny time prior

PM Pacific Time on the designated Lock-In Date, effective at the time BPA receives notice
hereof, hich point th mer shall be fr 1gn. Lock-In D noti

to BPA, sub]ect to the 11m1tat10n in Paragraph 2 of this Notlce that in no 1nstance shall the

therr—ewn—aeeeuﬁt—n rsign nfﬁrf mer and 1 hrlz hlffh

Customer to execute and dehver this Notice of Exercise of Ad]ustment Cap Off- Ramp on behalf
of the Customer.
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12PS-«tittH»



12PS-«tHtHHHD Page 30of 4
Appendix A of «Year» Prepayment RFO



APPENDIX D

CERTIFICATION OF INDEPENDENT OFFER(S)

The undersigned hereby certifies as follows in connection with all offer(s) (“Offer(s)”) submitted
by [ ] (“Offeror”) in response to the Request for Offers of Bonneville
Power Administration (“BPA”), dated fAugust 614, 2012 (the “RFO”):

1. The undersigned is an officer of the Offeror and is duly authorized to
execute and deliver this Certification of Independent Offer(s) on behalf
of the Offeror.

2. The undersigned participated actively in the Offeror’s preparation of the
Offer(s), including the decision as to the price(s) to be included in the
Offer(s).

3. In preparing and submitting the Offer(s), fexcept to the extent necessary
to submit a consolidated Offer(s) in whole or in part on behalf of other
preference customers,} neither the Offeror nor any officer or employee
of the Offeror directly or indirectly consulted with officers, employees
or individual consultants of other preference customer of BPA about the
price(s) offered or to be offered by the Offeror or by such other
preference customers in response to the RFO.

4. To the best of the knowledge and belief of the undersigned, fexcept to
the extent necessary to submit a consolidated Offer(s) in whole or in part
on behalf of other preference customers,} no individual who has
provided consulting services to the Offeror in connection with the
Offeror’s preparation of the Offer(s) directly or indirectly consulted with
officers, employees or individual consultants of other preference
customer of BPA about the price(s) offered or to be offered by the
Offeror or by such other preference customers in response to the RFO.

)

-
[¢]

2012
AV §

[NAME OF OFFEROR]
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APPENDIX E

MARKET RATE ADJUSTMENT

Market Rate Adjustment =(as defined and explained in Paragraph 5) =

Rl

Pusr =B
where: N
P+ = — m
B., Z G 12"

CommeneementbPate <

Pi+1 = Market Clearing Purchase Price per Block as adjusted by Market Rate
Adjustment as of the Lock-In Date

Pt = Purchase Price per Bloek-as-of the Bid DeadhneMarket Clearing Purchase
Price per Block (RFO Paragraph 4 announced on December 4, 2012 (RF

Paragraph 4(h)(iii))

£ = ibeeepe = e e Lo D Dl e
N basi efined bv-Market Cleatine P
N =_186 (Total number of months for which power is prepaid -- April 1, 2013

through September 30, 2028)

$50,000 (Prepayment Credit per Block for month m)

= i1 + 8, where i1 = 10-year Freasury HCas-of the LoekInDateyield on
10-year Treasury obligations for the Lock-In
Date, as published by the U.S. Department of the Treasury at
ci _p ~rodi Block £ b
http: I I rce-center -chart-center/interest-r.
ges/textview.aspx?data=yield

%
Il

(2}
il

n n December 4 12 Paragraph 4(h)(iii

1t + 0, where i, = yield on 10-year U.S. Treasury obligations for

November 29, 2012, as published by the U.S. Department of the Treasury at
http: I I rce-center -chart-center/interest-r:
ges/textview.aspx?data=yield

=
(]

12PS-«tHtHHHD Page 10of 1



APPENDIX F

EXERCISING THE OFFEROR OFF-RAMPS UNDER PARAGRAPHS 6(c)(i)
AND 6(¢c)(ii)(A) OF THE RFO

APPENDIX F, PART I — TICE OF TERMINATI DER PARAGRAP
(ADJUSTMENT CAP OFF-RAMP) OF THE RFO

1. [Name of Awarded Customer| has established its rlght to exercise the Adjustment Cap

) ara O IVIIL oap) V117 I\dlll]
ertam Offers submltted to and accegted by the Bonnevﬂle Power Admlmstratlon
(“BPA”) in connection with its Request for Offers, dated August 14, 2012 (“RFO”), and

therefore may exercise such Adjustment Cap Off-Ramp with respect to any Prepayment

for which such Adjustmen ff-Ramp h n lish:
2. Unl herwise provi italiz rms in thi ice of Termination under
Paragraph 6(c)(i) of the RFO (“Notice of Exercise of Adjustment Cap Off-Ramp”) shall
h he meanin 1gn h terms in the RF
3. The Lock-In Date for th ffer hich the Adjustmen ff-Ram
applies and is being exercised is the date hereof, [INSERT DATE], 201 .
4. Determination:
lying the Market Rate Adjustment formul forth in Appendix D to the RFO, th
Adjustment Cap is in effect on the Lock-In Date for the Prepayment(s) to which the
Adjustmen ff-Ram lish
5. Exercise of Adjustmen ff-Ramp Right:
Name of Awarded Customer] hereby irrevocably elects to terminate the
ntract formed in r fi ffer hich the Adjustmen li
including without limitation its obligations to make Prepayments under
Paragraph 1) of the RF ith r he [In mber] of Block
associated with those (those) Offer(s).
6. Certification of Authorized Officer:
The undersigned is an officer of me of Awar mer] and is dul
authorized on behalf of the [Name of Awarded Customer] to execute and
liver thi 1 f Exerci f Adjustmen ff-Ramp on behalf of th
Name of Awarded Customer].
NAME OF AWARDED CUSTOMER Date
By
Name
(Print/Type)
Title
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APPENDIX F

EXERCISING THE OFFEROR OFF-RAMPS UNDER PARAGRAPHS 6(c)(i)
AND 6(c)(ii)(A) (BOND-RELATED OFF-RAMPS) OF THE RFO

APPENDIX F, PART II — FORM OF NOTICE OF TERMINATION UNDER
PARAGRAPH ii)(A) OF THE RF

A. Estim TIC and Termination Spr

Name of Awarded Customer] has established the Offeror Off-Ramp under Paragraph
6(c)(d)(A) of the RFO (“Off-Ramp’) under certain Offers submitted to and accepted by
he Bonneville P r Administration (“BPA”) in connecti ith 1 for Offer:

dated August 14, 2012 g“RFO” ), and therefore may exercise such Off -Ramp W1th resgect

of Awarded Customer| provides to BPA thernformatlon as Qrovrded in thls PI of th1s
Appendix F to the RF her with th h ification of the financial

to the [Name of Awarded Customer].

Unless 0therw1se provided, capitalized terms in this Notice of Term1nat10n under

meamngs assigned to such terms in the RFO

B. Definitions:
For f this Appendix F, Part II:
= “Lock-In Date T Bonds” means Bon ith characteristi i in
(CO)(2) below that might be sold on Lock-In Date and issued on or about March
29, 2013 to finance all or a portion of the Prepayment with respect to this Offer,
with level monthly Qagments of erncrgal and 1nterest (or level monthly degosns

October 1, 2028,

3

‘True Interest Cost” or “TIC” means with respect to Lock-In Date Tested Bonds,
her f inter mpoun miannually, th | requir

discount (i) the payments of principal and interest to holders of Lock-In Date

T Bon maturi i1) th rch. 11 1 -and-hol

investors in the Lock-In Date Tested Bonds. Thus, TIC on Lock-In Date Tested

Bonds i rmin ithout regar fissuing the Lock-In Date T

Bonds, funded interest, any amounts degosited to a debt service reserve account,
I amoun 1d for bond insuran her cr nhancement with r

the Lock-In Date Tested Bonds.

C. Information:
The Lock-In Date for the Pr

 Offers is [INSERT DATE], 201 .

2. Inits Offer(s) dated November 30, 2012, the Awarded Customer certified
hat it r nabl ncl hat Bon ith the followin: neral

characteristics were planned to be issued to fund the Prepayment(s)

12PS-«tHtHHHD Page 1 of 2



required pursuant to the Offer(s) accepted by BPA under the RFO:
[ ]

In Part IV of the Offer, the Offeror estim hat the Initial Spri
not greater than [Z.Z7] percent per annum (carried out to the second

imal

[

nder conditions in thi ital mark n the Lock-In Date for th:

Offer(s), [Name of Awarded Customer] reasonably estimates the TIC on
ffer Date T Bon | no 1 han [Y.YY] percent per annum

(carried out to the second decimal).
As published by the United States Department of the Treasury at

http: I I rce-center, -chart-center/interest-r

ges/textview.aspx?data=yield, the yield on 10-year U.S. Treasury

ligations for th n n th n immediately pr ing th

Lock-In Date for the Offer(s) was [X.XX] percent per annum (carried out

h n imal

L

[

n ntly, under conditions in th ital mark n the Lock-In D

for the Offer(s), [Name of Awarded Customer] reasonably estimates that
he TICon T Bon 1d ex X.XX] percent per annum
least [Z.Z7] percent per annum (carried out to the second decimal), and is
greater than 0.25 percent per annum.

D.  Exercise of Off-Ramp Right:
[Name of Awarded Customer] hereby irrevocably elects to terminate the contract
formedinr fi ffer hich Paragraph 11)(A) of the RF

applies, including without limitation its obligation to make Prepayments with
I he [In mber] Block 1 ith that (th: ffer

i

E. ification of Authoriz fficer:

" The undersigned is an officer of [Name of Awarded Customer] and is duly
horiz n behalf of th me of Awar mer X n liver

this notice of termination under Paragraph 6(¢)(ii)(A) of the RFO on behalf of
h me of Awar mer

NAME OF AWARDED CUSTOMER

EH?

‘Print/T)

E}.

g
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APPENDIX F

EXERCISING THE OFFEROR OFF-RAMPS UNDER PARAGRAPHS 6(¢c)(i
AND 6(¢c)(ii)(A) OF THE RFO

APPENDIX F, PART III - FORM OF TICE OF TERMINATI DER
PARAGRAPH 6(c)(ii)(A) OF THE RFO, CERTIFICATION BY FINANCIAL
ADVISOR

The undersigned her if1 foll in_connection with th 1 f Termination under

Paragraph 6(c)(ii)(A) of the RFO (“Termination Notice”) submitted by [Name of Awarded
Customer] dated [INSERT DATE], 201 _, in connection with the RFO. Unless otherwise

provided, capitalized terms in this Certification of True Interest Cost and Termination Spread

“ ification”) shall h; he meanin 1gn h terms in the Termination 1
which this Certification is attached:

A. The undersigned is an officer of [NAME OF FINANCIAL ADVISOR] (the “Advisor”)
nd i | horiz X n liver thi ification on behalf of th

Advisor.

I

The Advisor serves as an independent financial advisor to the [Name of Awarded
Customer] in connection with the Termination Notice.

The undersigned has revi he Termination 1

n

nder conditions in th ital mark n the Lock-In Date for the Offer h

Advisor certifies that it is reasonable for the [Name of Awarded Customer] to
nclude: the TIC on Lock-In Date T Bon 1 no 1 han [Y.YY

percent per annum (carried out to the second decimal), as set forth in the Termination
Notice.

<
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APPENDEF
[NAME OF FINANCIAL ADVISOR]
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APPENDIX G

OFFEROR OFF-RAMPS FOR NON-CLOSING OF FINANCING

As described in Paragraph 6(c)(ii)(B) of the RFO, an Awarded Customer that is proposing to use
proceeds of Bonds to fund its Prepayment(s) shall have the right to terminate its obligation to
make Prepayments if any of the following conditions exists and such condition has or conditions
have resulted in or will result in either (a) a failure to enter into a Bond Purchase Agreement
within three (3) business days following the Lock-In Date, or (b) a failure to close the related

Bond sale by the PrepaymentDeadlineMarch 29, 2013:

L.

the United States shall have become engaged in hostilities which have resulted in a
declaration of war or a national emergency or there shall have occurred any outbreak of
hostilities or escalation thereof or other national or international calamity or crisis or a
financial crisis, the effect of such outbreak, calamity or crisis on the financial markets of
the United States of America being such as, in the reasonable opinion of the Bond
purchaser or underwriter, would affect materially and adversely the marketability of the
Bonds;

there shall have occurred the declaration of a general banking moratorium by any
authority of the United States or the States of New York or [host state] or a material
disruption in commercial banking activities or securities settlement or clearance services
shall have occurred;

there shall have been any downgrading, suspension or withdrawal, or any official
statement as to a possible downgrading, suspension or withdrawal of any rating by
Moody’s, S&P or Fitch of the Bonds, or debt instruments of a character and credit
quality similar to the Bonds, or any other securities issued by the Bond Issuer;

as of the Lock-In Date, an event shall have occurred which might or would cause an
Official Statement or other offering document for Bonds, as then supplemented or
amended, to contain any untrue statement of a material fact or to omit to state a material
fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading; or

legislation shall be enacted, or actively considered for enactment, or a decision by a court
of competent jurisdiction shall hereafter be rendered, or action shall hereafter be taken or
a ruling or regulation shall hereafter be issued by the Securities and Exchange
Commission or other governmental agency having jurisdiction of the subject, to the
effect that the issuance, offering or sale of the Bonds, or obligations of the general
character of the Bonds, is in violation of, or that such obligations are not exempt from
the registration, qualification under or other similar requirements of, the Securities Act
of 1933, amended and as then in effect, or of the Trust Indenture Act of 1939, as
amended and as then in effect.
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APPENDIX H
FORM OF REVISION TO EXHIBIT D TO PSA

Revision No. «#», Exhibit D
ADDITIONAL PRODUCTS AND SPECIAL PROVISIONS

Effective «lnsert—Date—BPA—Reeewes—Brepaﬂﬂeﬁt—AmmWQn March 29,

This revision adds section «» to this Exhibit D to capture the terms and conditions
of «Customer Name»’s participation in the prepayment program_and renumbers the
Revisions section.

#. «CUSTOMER NAME»S PARTICIPATION IN PREPAYMENT
PROGRAM

#.1 General
Drafter’s Note: If customer participates in more than one prepay
program, repeat (copy and paste) the paragraph below for each
year/program the customer participates in, insert additional “«Year»
RFO” throughout document as necessary.
«Customer Name» submitted one or more offers under BPA’s “Request
for Offers for PrepaidPrepayment of Electricity,”dated«insert-dates.
Contract No. 12PS-«@#tHh»,” («Year» PrepayPrepayment RFO) to
purchase “Blocks” as defined in the «Year» PrepayRIEO-Prepayment

RFO. Drafter’s Note: Include the following sentence for Slice/Block
rs:«Th f the term “Blocks” is not inten h h

same definition as Blocks of power or the Block product as otherwise

defined in the body of the Agreement.» BPA has accepted «Customer
Name»’s offer(s) under the conditions provided in the «Year» Prepasy-

A Pr ment is th llar amoun

by «Customer Name» for a single Block.

By virtue of the offer(s) submitted by «Customer Name» to BPA under
the «Year» PrepayPrepayment RFO and the acceptance by BPA
thereof, «Customer Name» and BPA contracted, among other things,
to the following obligations: (1) «Customer Name» has agreed to

provide in aggregate $«1nsert $ amount» as—a—prepaymeﬁt—(wnh

amount 18 referred to hereln as the Unad]usted Prepayment Amount)
for electric power to be delivered by BPA under this Agreement, as

modified by the Market Rate Adjustment pursuant to Paragraph 5(d)
f the «Year» Pr ment RFO, if el « mer Name» (th
Prepayment Amount); provided, that, to the extent no Market Rate
Adjustmen rsuan Paragraph f the «Year» Pr men
RFO was elected by «Customer Name», the Prepayment Amount shall

be identical to the Unadjusted Prepayment Amount), and (2)
conditioned upon receipt by BPA of the Prepayment Amount from
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#.2

«Customer Name», BPA shall provide to «Customer Name» ;_(a)
certain Prepayment Credits, which shall entitle «Customer Name» to
reductions to the amount on «Customer Name»’s monthly power bill
that would otherwise be owed to BPA for electric power (also referred
to herein as “electricity”) purchased under this Agreement, and (b)
certain cash remittances that may arise if Excess Prepayment Credits
are deemed assigned to other BPA power customers as set forth in
section #.3 of this exhibit. The Prepayment Credits are defined to be
the dollar amounts that a customer making an electric power
Prepayment under a Prepayment RFO (Prepaying Customer) would
have paid in the related month but for the amount it prepaid, and are
reductions to the amount that otherwise would be payable with
respect to the Prepaying Customer’s purchases of electricity from

BPA. Thus, the quantity of electricity (megawatts or
megawatt-hours) to which a Prepayment applies shall vary,

depending on BPA’s rates and rate schedules that apply to electricit
rch he Pr in mer (or BPA’s r ndr

schedules that apply to electricity purchases by any deemed assignee

of Prepayment Credits under section #.3 of this exhibit). The
Prepayment Credits reflect the value of electricity attributable to the

Prepayment(s) made by «Customer Name» for each month as set forth
in the Prepayment Credit Schedule(s) provided in section #.3.1 of this
exhibit. Prepayment Credits are associated with and reflect the right
of «Customer Name» to receive delivery of a specified value of

electrlclty from BPA each month fllhe—PPep&ymeﬁt—G%eé&‘&s—&Pe—t—he

Effective Date and Termination of PrepayPrepayment
Obligations

Drafter’s Note: If the customer participates in more than one
prepayment program, the revision number and the year of the
PrepayPrepayment RFO in following paragraph should reflect the
most recent year that the customer participated in a prepay program.
This Revision No. «@» to Exhibit D was executed by «Customer Name»
in connection with its submission of one or more offers to purchase
Blocks under the «Year» PrepayPrepayment RFO and was
subsequently executed by BPA after inclusion of the Unadjusted.
Prepayment Amount and Prepayment Credit Schedule derived under
the offer(s) and acceptance thereof by BPA under the «Year» Prepay-
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#.3

B R S T e
«YearmPrepayREO-Prepayment RFO.

Drafter’s Note: If customer participates in more than one prepayment
program, insert additional appropriate date and “«Year» Prepayment
RFO”-

The provisions under this-section # of this exhibit, shall take effect
upoen-thereeceipt by BPA-of the Prepayment-Ameunton March 29,
2013 and shall remain in effect until all obligations hereunder are
satisfied; provided, however, that, if (1) BPA for any reason does not
receive the Prepayment Amount on or before «dates—whichisthe-
Slmeesssmroent Lol o e L she e e Do O March
29, 2013, or (2) the obligations of «Customer Name» to provide the
Prepayment Amount and the obligations of BPA to provide
Prepayment Credits are terminated under the provisions of the
«Year» PrepayPrepayment RFO and the contract(s) formed
thereunder, then the provisions of this section # of this exhibit shall

also be terminated and shall have no futurefurther force or effect.

Obligation to Provide Prepayment Credits/Remit Cash
Payments

#.3.1 Scheduled Prepayment Credits
Upon receipt by BPA of the Prepayment Amount from
«Customer Name», BPA shall provide to «Customer Name»
Prepayment Credits throughout the remaining term of this
Agreement as provided under the following Prepayment Credit

Schedule:
«Customer Name»’s Prepayment Credit Schedule Under the «Year» PrepayPrepayment
RFO
Total
Oct | Nov | Dec| Jan | Feb | Mar | Apr | May | Jun | Jul | Aug | Sep | Annua
1
FY 2013 N/A | NJA | NJA | N/A | N/A | N/A
FY
2014-2028

Note: The prepayment program offered in 2012 only allowed for equal Prepayment Credits every
month from April 20122013 through the remaining term of the Agreement.

Drafter’s Note: For offer in 2012, the next paragraph and table
should be deleted. Include the following for customers that

participate in more than one year of Prepay Programs. If the
customer participates in a subsequent prepay program, the
table below should be filled in to represent the prior
Prepayment Credit Schedule(s) that is included in section #.3.1

below.
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«Customer Name» previously has made one or more
Prepayments to BPA in return for the right to purchase
electric power from BPA pursuant to this Agreement,
represented by monthly Prepayment Credits for Fiscal Years
2013 through 2028 as follows:

«Customer Name»’s Pre-Existing Prepayment Credit Schedule Under the «Year»

PrepayPrepay

ent RFO

Oct

Total

Nov | Dec | Jan | Feb| Mar | Apr| May | Jun | Jul | Aug | Sep | Annua

FY 2013

N/A

N/A | N/A

N/A | N/A | N/A

FY
2014-2028

Note: «Insert any information needed specific to the subsequent Prepay RFP Prepayment Credit

Schedule»

#.3.2

#.3.3

End Option

In certain circumstances BPA shall remit cash to «Customer
Name» as provided in section #.3.2 of this exhibit. Prepayment
Credits that are not otherwise applied shall carry forward to
future months as provided in section #.3.3 of this exhibit.

So long as the amount of «Customer Name»’s monthly bill
exceeds the monthly amount of the Prepayment Credit, then
«Customer Name» shall pay BPA the net amount due after the
Prepayment Credit is applied, consistent with the billing and
payment terms and conditions of section 16 of the body of this
Agreement.

Deemed Assignments Where Prepayment Credits Are
Greater Than Monthly Amount Owed

If the amount of «Customer Name»’s monthly bill for electric
power is less than the month’s Prepayment Credit (including
any Carry Forward Prepayment Credit described in section
#.3.3 of this exhibit), which shall be called Excess Prepayment
Credit, then BPA shall apply the methodology set forth in
section #.3.5 of this exhibit to (1) deem the Excess Prepayment
Credit to be assigned to other customers’ electric power
purchases from BPA in such month and (2) to the extent of
such deemed assignments, remit as a cash payment to

«Customer Name» an amount equal to the Excess Prepayment
Credit.

Carry Forward of Prepayment Credits
(1) In the event that electric power purchases from BPA by

other customers in an applicable month are insufficient
to enable deemed assignments of all Excess Prepayment
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Credits of all Prepaying Customers with respect to that
month under section #.3.2 of this exhibit, the excess
representing «Customer Name»’s share (Carry Forward
Prepayment Credits) shall accumulate. In each
succeeding month, after applying the scheduled

Prepayment Credlt@#af—éeps—Neée—bf—ewséemePbs—

add—aﬁisite—&edbt»@under sectlon #.3.1 of thls
exhibit, BPA shall either (a) apply «Customer Name»’s
Carry Forward Prepayment Credits to «Customer
Name»’s purchases of electric power from BPA during
that month, or (b) give effect to deemed assignments of
«Customer Name»’s Carry Forward Prepayment Credits
that become Excess Prepayment Credits with respect to
that month to the extent set forth in section #.3.2 of this
exhibit.

(2) The crediting under section # 1 f this exhibit
and the remittance of cash by BPA under
seetionsections #.3.3(1)(b) and #.3.4 of this exhibit shall
continue until such time as the balance of Carry
Forward Prepayment Credits and Excess Prepayment
Credits for «Customer Name» is zero; provided,

h r, that, th lication of «Customer Name»’

Carry Forward Prepayment Credits to «Customer
Name»’s purchases of electric power from BPA under
section #.3.3(1)(a) of this exhibit shall extend past
November 30, 2032 but only if and to the extent there is
in effect between «Customer Name» and BPA one or
more agreements for the sale of electric power by BPA
to «Customer Name» after such date. BPA’s obligations
in this section #.3.3 shall survive the termination or
expiration of this Agreement and upon termination or
expiration of this Agreement shall continue in effect
with respect to future power sales by BPA, including to
«Customer Name» and shall constitute a wholly
independent obligation of BPA in consideration of its
receipt of the Prepayment Amount.

3) BPA shall have no obligation to compensate «Customer
Name» for any actual or implied cost of funds or the
time value of money arising from the occurrence,
accumulation, application, deemed assignment or use of
Carry Forward Prepayment Credits or Excess
Prepayment Credits.

4) In no event shall BPA be required to remit cash
payments to «Customer Name» if, for any reason,
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«Customer Name» does not use its Prepayment Credits
and BPA is unable to assign resulting Excess
Prepayment Credits to other customers as set forth in
this section # of this exhibit.

#.3.4 Remittance of Cash by BPA
BPA shall remit cash payments to «Customer Name» under
sections #.3.2 and #.3.3(2) of this exhibit via an electronic
funds transfer by the appheablebills-Due Date for the month

following the month in which the reassignments under sections
#.3.2 and #.3.3(2) of this exhibit shall have been deemed to

have been made. The term “Due Date” shall have the meaning
as itis-defined in section 16.2 of the body of this Agreement (or

its equivalent date if this Agreement is no longer in effect).
BPA shall transfer the remittances hereunder to «Customer

Name»’s specified account to which BPA provides refunds
under this Agreement.

#.3.5 Methodology for Deeming Assignments of Excess
Prepayment Credits to Other Customers
Applying the principles set forth in this section #.3-5;3.5 of this
exhibit, BPA shall make deemed assignments of Excess
Prepayment Credits to other customers only to the extent that
such other customers’ cash payments for electric power
purchases from BPA during the applicable month are greater
than or equal to the aggregate of all Excess Prepayment
Credits attributed by BPA to «Customer Name» and to other
Prepaying Customers for the applicable month.

(1) Deemed Allocations Only to Non-Prepaid
Purchases of Electric Power
Excess Prepayment Credits shall not be deemed to be
assigned to any customer with respect to electric power
purchased by that customer from BPA pursuant to any
prepay contract.

(2) Deemed Allocations Only to the Extent of
Payments Actually Received by BPA
Excess Prepayment Credits shall be deemed to be
assigned to other customers only to the extent such
other customers in fact have made payment to BPA on
or before {the last day of the following calendar month}.

3) Qualified Utilities
For purposes of this section #.3.5, a Qualified Utility
shall be defined as a public body that is served by BPA
and that has a retail service area that the public body
has served continuously for at least five consecutive
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years, as of «date-of «Customer Name»'sfirst
prepayment—March 29, 2013.

(a)

(b)

If «Customer Name» is a Qualified Utility, then
subject to sections #.3.5(1) and #.3.5(2) of this
exhibit, any Excess Prepayment Credits shall be
deemed to be assigned first to other Qualified
Utilities, then to other electric power customers
that are not Qualified Utilities, in each instance
up to the extent of their respective non-prepaid
purchases of electric power from BPA for the
applicable month. However, such deemed
assignments, together with all other deemed
assignments arising under all other prepay
contracts, shall not exceed the aggregate amount
of cash received by BPA £remfor purchases of
electric power from BPA from all such customers
in the applicable month.

If «Customer Name» is not a Qualified Utility,
then subject to sections #.3.5(1) and #.3.5(2) of
this exhibit, any Excess Prepayment Credits
shall be deemed to be assigned first to other
customers that are not Qualified Utilities, then
to Qualified Utilities, in each instance up to the
extent of their respective non-prepaid purchases
of electric power from BPA for the applicable
month. However, such deemed assignments,
together with all other deemed assignments
arising under all other prepay contracts, shall
not exceed the aggregate amount of cash
received by BPA fremfor purchases of electric
power from BPA from all such customers in the
applicable month.

(4) Allocation of Deemed Assignments Among
Prepaying Customers
If the aggregate amount of Prepayment Credits for a
month exceeds the aggregate amount paid by other
customers to which those Prepayment Credits might be
deemed assigned pursuant to section #.3.2 or section
#.3.3 of this exhibit, then:

(a)

purchases by customers that are Qualified
Utilities but not Prepaying Customers shall first
be allocated pro rata to Excess Prepayment
Credits of Qualified Utilities;
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(b) purchases by customers that are not Qualified
Utilities and not Prepaying Customers shall first
be allocated pro rata to Excess Prepayment
Credits of non-Qualified Utilities; and

(c) any remaining purchases by customers that are
not Prepaying Customers shall be deemed
assigned pro rata to the Excess Prepayment
Credits remaining after applying section #.3.5(1)
and section #.3.5(2) of this exhibit.

#.4 Rights and Remedies

#.4.1

#.4.2

#.4.3

Withholding Performance

No provision in this section # of this exhibit shall allow or shall
be interpreted to allow BPA to cease, suspend or withhold: (1)
delivering electric power otherwise required to be delivered
pursuant to this Agreement; (2) application of Prepayment
Credits as described in sections #.3.1 and #.3.3 of this exhibit;
(3) deemed assignments as described in sections #.3.2 and #.3.3
of this exhibit; or (4) remitting cash to or for the account of the
Prepaying Customer as described in sections #.3.2 and #.3.3 of
this exhibit.

No Refunds or Schedule Alterations

«Customer Name» shall have no right to a refund of any
amount or balance remaining of its Prepayment Amount if this
Agreement is terminated prior to September 30, 2028,
pursuant to section 25 of the body of this Agreement.
«Customer Name» may not alter the schedule of its

Prepayment Credits pursuant to section 25 of the body of this
Agreement.

Money Judgments, No Acceleration

As set forth in section 22.4 of the body of this Agreement,
money damages are the exclusive remedy available in the
event BPA should fail to perform any of its obligations under
this Agreement, including any failure by BPA to perform its
obligations under this section # of this exhibit. In no event
may «Customer Name» cause any of BPA’s obligations under
this section # of this exhibit to come due prior to the date
specified (for example, the customer may not seek, as a
remedy, to have BPA give effect to Prepayment Credits prior to
the Dates specified herein.). BPA’s breach or non-performance
under the provisions of this section # of this exhibit shall not
lead to an acceleration of any kind of the future remaining
performance of BPA’s cash payment or crediting obligations
hereunder. The provisions of this section # of this exhibit shall
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#.5

#.6

not be interpreted to affect other obligations under this
Agreement except as specifically provided herein.

No Guarantee by BPA of Any Bonds or Other Debt

Nothing in this Agreement establishes or shall be interpreted to
establish a guarantee of the payment of principal of or interest on any
bonds or other debt issued by or for the benefit of «Customer Name» to
fund its Prepayment Amount or to refund or refinance such debt. If
bonds are issued to fund a Prepayment, disclosure materials are
prepared with respect to those bonds, and those disclosure materials
include a description of the provisions in this section # of this exhibit,
then those disclosure materials also shall include the following
statement: “The [Name of Bonds_ or related debt instrument(s)] are not
a debt or other obligation of Bonneville Power Administration, and the
[Name of Bonds_or related debt instrument(s)] are not a charge on the
full faith and credit of Bonneuville Power Administration or on the
Bonneville Fund.”

No Third Party Beneficiaries, Limited Right to Assign

There are no third party beneficiaries to this section # of this exhibit,
provided, however, «Customer Name» may pledge or otherwise grant
a security interest in BPA’s remittances of cash reflecting (1) BPA’s
deemed sales of electric power for the account of the «Customer
Name» described in sections #.3.2, #.3.3 and #.3.4 of this exhibit, and
(2) money damages arising from any breach by BPA of its obligations
under this Agreement. However, «Customer Name» shall not assign
its claims under the provisions of this section # of this exhibit or enter
into any agreement that in any manner purports to provide to a third
party a right to any electri r purchased from BPA (includin
under this section # of this exhibit) or to bring any legal action against
BPA; to enforce the rights of «Customer Name» under the provisions
of this section # of this exhibit against BPA. If «Customer Name»
purports to make such an assignment or agreement, it shall have no
effect.

SIGNATURES
The Parties have executed this exhibit revision as of the last date indicated
below. Execution of this exhibit revision also constitutes execution of the

«Y

m Pr ment RF ntract No. 12PS-«#HHHH
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