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Outline of Today’s Discussion

e Update of major assumptions in modeling

e Jan, Feb, and Mar results included

e Update of snow pack accumulation and
longer term weather forecast

 Market price update

« Update on likely Range of Runoff

— Northwest River Forecast Center's model
e Outcomes of Cover Ratio
« PRMC recommendation to BOC



Major Assumptions in Model

Limited water years that fit in likely runoff range (NWRFC Regression
Model Jan-Jul = 81% — 128% of 30 yr. average for 99% confidence)

Load variability included in model
Water/price cross correlations included in model

Used current forward price curve and price volatility for future months
based on 2 months movements

Time component factored on the price volatility for future months
Retail electric revenue $44,624,000 for 2007

Net operation costs and other revenue ($66,945,000)

Debt Service = $9,281,000 for 2007

Jan 7 windstorm included — extra expense $1,000,000

Minimum Cover Ratio = 99% confidence to be > or = 1.25

Alcoa continues at 2 potlines for 2007

:_akeI)CheIan full generation through July (112% runoff and high lake
eve
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Snow Water imm)

Drainage: Upper

Snow Pillow Data 2006-2007
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River Forecast Centre
Ministry of Environment
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Basin Average Snow Hater Content.
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Water Supply
Seasonal Volume Forecasts

Northwest River Forecast Center
(GCDW1) Columbia — Grand Coulee Dam for WY 2007

Official Forecast (Regression) /ssued: 2007-04-06  {pessrpmon;

30yr
Forecast| 9% of Ao 85% (1871- Max of Min of
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Likelihood of Occurrence

2007 Cover Ratio Probabilities

Using Regression Forecast Water Assumptions (81%-128%)

99% Confidence = 2.36 Cover Ratio

Stress Tests

-$10 flat price, 2.17 CR @ 99% conf.
-$20 flat price, 1.97 CR @ 99% conf.

Cover Ratios



Likelihood of Occurrence

2007 Cover Ratio Probabilities

Lake Chelan Catastrophic Generator Failure From Jul. 1 to Dec. 31

L Lake Chelan Stress Tests

99% Confidence = 1.00 Cover Ratio || . $6.4 million for 6 mo. of repair costs

- approx. 27 aMW of lost generation

95% Confidence = 1.26 Cover Ratio
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Thoughts on Model

Not all risks are modeled

— Outages (Especially Lake Chelan unit outage)

— Operational risks

— Transmission curtailment

Snow pack accumulation is still increasing
especially in BC

Prices have fallen with higher river flows. Real-
time prices as low as $0/mwh in March.

Judgment v. model results



PRMC Recommendations

 Power Risk Management Committee
recommends to BOC
— the surcharge amount be 0%

— Streamline the surcharge implementation
process in the near future



Are our financilal concerns over?

Wholesale Reliant Strategy| 2098 | 2009 | 2010 | 2011 | 2012
Net Wholesale @ 50% $28M | $21M | $17M | $34M $71M
Revenues Confidence
Surcharge Potential @ 50% 0% 6% 22% 2% 0%
- To achieve 1.25 cover confidence
Wholesale Volatility @ 90%

Confidence
Surcharge Potential @ 90% 23% 33% 43% 32% 0%
- To achieve 1.25 cover confidence

No, we still need a long-term solution

Source: Slide 41 of Public Session #3, March 19, 2007




Decision Point

e Surcharge amount?
e Decision today or next week?
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