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Green TagsDA New Way to Market Renewable Ener gy*

Octobea 2000 (updaed December 2004)

In a Green Tag sale, the power from the new
renewable energy facil ity is not physically deliv ered
to the customer, but the environmental benefits
created by the facility are attributed to that
customer, dir ectly offsetting the envir onmental

im pact of the customer @ conventional energy use.

Conaept

BEFG GBreen TagOor Qyreen certificateOis based on the premise that there are at least
two distinct produds produced by arenewable energy facility.

Thefirst iselectricity. How theelectricity istreated in a Green Tag transaction will be
discussed shortly.

Thesecondis a package of environmental bendfits created by displacing the outputfrom
conventiond, polluting power plants with the output from a new, non-polluting
renewable power plant. These environmental bendits can be"stripped” away fromthe
electrical power, quantified (e.g. 150tonsof CO, displaced) and packaged into a Green
Tag. TheGreen Tag then represents thoe collective environmental benefits.

For example, if a1l megawatt (MW) wind energy plant generates and ddiversto the
power grid 3,000megawatt hours (MWh) of electricity annudly, thiswould create an
annud offset for thefacility of approximately 2,100 tonsof CO,, 11 tonsof SOy, 7 tonsof
NOy, and varying amounts of CO, mercury, paticulates and other pollutants. The Green
Tagsrepresent these offsets, and create a propaty rightin them.

Green Tags can be packaged to meet therequirements of renewable portfolio standadsor
other legidative or regulatory mandaes.

Theélectricity generated by theproject is sold separately fromthe Green Tag, as generic
power. No environmental claims can be madefor this energy because the Green Tag
now represents the entire package of environmenta benefits assodated with the
geneation of theelectricity. Thedistinction between thetwo produdsis created by
enforceable contractud agreements.

! Copyright June, 2000 - Bonneville Environmental Foundation. Do not copy without permission.
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Green Power vs. Green Tags

In agreen power transaction, a cugomer purchases the electricity andits green attributes
togdher, in asingle transaction, generally from the same seller (a utility, a power
marketer, or another trading mechanism.)

In a Green Tag transaction, the cusomer continues to purchase electricity fromits

existing supplier, but purchases Green Tagsin a separate transaction and usudly froma
different seller (in this case BEF; see thediagrams bdow.)

"Delivery" of Green Power

Traditiond green power and green pricing programs often (and unintentiondly) leave
cugomers with theimpression tha the electronsbang generated by arenewable energy
facility are bangddivered directly to ther homesor busnesses. Thisisnotthecase
unless the renewable energy facility is directly attached to the cusomer@ building (and is
onthe cusomer®@ side of the meter). The electrons from any grid-connected generating
facility ssimply mix with therest of theelectronsin the grid, and each cusomer gets a
geneic, average mix of all the resources generated on the grid. (See the diagrams bdow.)

Thusin nather green power nor Green Tag transactionsis the cusomer paying for actud
ddivery of renewable energy toits facility. Ingead, it isthe environmental bendfits® of
new renewable resources beng ddivered to thegrid, displacing older polluting plants,
tha the cugomer truly values, andiswillingto pay for.

2 Offsets of CO,and other polluting emissions.
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Green Power Transaction

Power Pool
(Transmission System)

Power

5¢/kWh
'l‘ " Customers

N'ﬂu OGeenOPower /m
) >
Utilit y 7¢/kWh "I

I Bonneville Environmental Foundation, June 2000




- Description of BEF@ Green Tag Product - Page5 of 11
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Advantages of Green Tagsfor Renewable Energy Project Developeas and
Ownes

At the present time, energy from renewable energy projectsis still more expengve than
energy generated from traditiond power plants. For therenewable energy project owner,
the sale of Green Tagsrepresents arevenuestream for the project tha isin additionto the
revenuegeneated from sales of energy fromthe project. This creates a numbe of
bendits.

Increased Competition for Energy

Because project owners are nolonge selling "green” energy, which will only be
attractive to certain buyes, the owner can sell thegeneric energy to the highest bidder,
either unde alongor short-term contract, or in thereal time market. Either way, the
owner sellsthe Green TagsthroughBEF as a separate commodity. Thecog of the Green
Tag isthedifference between the price thedevelopa needsto make the project
econonic, and wha themarket will pay for energy. If thedevelope isableto sell the
energy at a highe price, the Green Tag premiumwill decrease.

Siting Flexibility

With a Green Tag sde, therenewable energy develope can locate thefacility anywhere,
aslongasthereis an interconnecting utility willing to buy the energy at areasonable
price. Unde this scenario thereis no need to negotiate complicated contract and
transmission pathsfor the ddivery of Qyreen eectrongdfrom the generating facility to the
enduser. Thisgtingflexibility creates a number of bendfits for thedevelope's and
owne's of renewable energy facilities.

Larger Site Selection

Developas have alarger selection of sites to chocse from, allowing them to focus
more on utilizing the best wind resources and less on securing trangmission rights
fromtheproject to theend-use cugsomer. This should reduce prices and inarease
theutilization of renewable energy.

Lower Trangnmission Cods

Contractud obligaionsto wheel and ddiver Qyreen eectrongOto end-use
cugomers add unnecessary cos and complexity to the green produd, while
adding no additiond environmental or economic vaue These obligaionsare
eliminaed with a Green Tag sale. Concernsove tranamission bottlenecks may
also bereduced or eliminated.
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Market Flexibility

Because @yreen el ectronDdo not need to be ddivered, developa's can offer
Green Tagsto cusomers to whomthedevelopa might beunéable to offer green
power. For ingance, adevelopea could sell Green Tagsfroma Midwest wind
energy facility to a busness or government agency in the Southeast where wind
energy resources are margind, and wind energy produdion may be unecononic.

Advantages of Green Tagsfor the Cugomer

Many of the benefits to the develope's and owners mentioned abovewill result in lower
prices, directly benefiting cusomers. Thecugomer will first determinethear energy
consumption and its assodated environmental impact, and will then look for theleast
expensve way to offset tha impact. Green Tagswill offer significant bendfitsto the
cugomer induding:

Compsitive Prices

Unde green power programs, cusomer choice islimited to either thecusomer@
incumbent utility (asisthecasein Colorado,) or alimited nunmber of power
marketers (asisthecasein California) A Green Tag purchase freesthe cugomer
to purchase the environmental ben€fits assodated with renewable energy froma
wider variety of sellers. This should increase compdtition, lowering pricesin the
marketplace.

Regulated or Derequlated Markets

Green Tagscan be purchased for any facility regardless of whether itislocated in
an areatha has deregulated electricity markets (e.g. California) or not(e.g.,
Washington.)

Multiple Locations Sinde Transaction

Unlike a green power purchase, a Green Tag purchase hasno effect ona
custormer @ ability to remain with or changeits energy provider. Thisis a benefit
when a cugomer wishes to purchase green power (or in this case Green Tags) to
cove multiple facilitiesin different locations or even different states, througha
single transaction. Because the cusomer@ relationship with its utility(ies) does
not change thereis no need to negotiate indvidud contracts for each facility.
Even facilities tha are leased and may not be separately metered can beinduded,
by calculating propottiond energy consumption. One high-profile transactionis
possible.
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Supplementing Green Power Purchases

A cugomer can choo% to buy Green Tagsto supplement a green power purchase
(e.g. where the green pricing program offered by a cusomer@local utility is
limited or condrained so that it can meet only aportion of the cusomer@
consumption).

Facilitate Meeting Climate Neutral God

Companies and agendes inareasingly are looking at an end god of climate
neutrality for thesum of their opeations electricity; gas space and water heating;
and trangportation fud use and emissions While primary attentionis correctly
pad to reduangtheoverall environmental footprint throughefficiency
improvements, a Green Tag transaction can address and offset residud
greenhou® gas emissionsfrom any source.

Siting for Maximum Pollution Redudion

Thesditing flexibility the Green Tag offers has benefits for the cusomer beyond
simply lowering prices. For indance, a cusomer in the Northeast may be
interested in offsetting the maximum amountof air pollution with ther purchase.
In this case, thecugomer can purchase its Green Tagsfrom aproject in an
QupwindCstate in the Midwest where the opeation of therenewable energy
facility will offset significantly more air pdlution (induding SOy, NOy, CO, and
particulate matter) than would a similarly sized facility in the Northeast.

Future Trading of Environmental Attributes

Organizationsthat purchase Green Tagswill bein apostionto bank and/or trade
the CO, and other emissionsredudion credits when such trading begins BEF is
currently working with other interested parties to determine the best method of
doaumenting the actud pollution offset anounts assodated with Green Tags
geneated by specific renewable energy facilities. The Green Tagsaso could be
packaged to meet therequirements of renewable portfolio standadsor other
legidative mandédes.

Advantage of Buying ThroughBEF

BEF isanonprofit organization. Its god isto support the generation of the
maximum nurber of new renewable kWhsfor thelowest cog. This places BEFG
god in aignment with tha of our cusomers, and contrasts with the god of
private sellers to maximize shareholder value BEF transactionsare doneat cog,
increasing the amountof money available to purchase renewable energy.
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New vs. Existing Resources

BEFG® Green Tag produd represents the environmental benefits assodiated with new
renewable energy facilities. Themajority of the green power currently being sold in the
United States is from existing renewable energy facilities, and hence smply churns
existing resources, generating no additiond environmental value Therevenues from
BEFG@ Green Tag sdes go directly to thegeneration of energy from new renewable
energy facilities.

Green Tag revenuecan generate new renewable kWhsin two ways:

1)

2)

BEF can collect Green Tag revenues until it has accumulated enoughto pay awind
power develope the abovemarket cods necessary to build anew windturbine The
developa will then sell power into the grid at market rates, and sell the Green Tag
assodated with the project to BEF. In turn, BEF will give the Green Tagsto a
cugomer in exchangefor therevenues collected. Adding oneor two wind turbines at
atimeisareatively expensve way to buy renewable energy and the Green Tagswill
have a highe price accordingly.

BEF will work with alarge power purchaser such asthe Bonneville Power
Administration (BPA.) BPA has committed to buy several hundied megawatts of
new wind and other renewable resources, partly in anticipaion of additiond demand
generated by BEF® Green Tag sales. BEF and BPA are negotiating an agreement
whereby BEF would purchase a portion of the Green Tagsassodated with these new
ingallations Unde the agreement, BEF would purchase Green Tagsfrom BPA, and
BPA would use therevenues from these Green Tagsto replenish itsinventory in its
next largepurchase. This approach allows BEF to leverage BPAG buying power to
lower the cog of the Green Tags and BPA to support more renewables development
withoutadditiond finandal exposure. This method does not have as smple an
accouning pah as the Option 1, but thetradeoff Blower green power cogs Bis more
than ample compensation.
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Green Power vs. Green Tag

Green Power Green Tag

' Purchase from utility or * Purchased from BEF
power marketer

Only available in some Available anywhere

regions
! Multiple transactions ' One transaction
' Premium = 2 - 5¢/kWh ' Premium = 1.1 -2.2 ¢/kWh
' Green premium MAY go to ' BEF green tag premium
new renewables DOES go to new

renewables

Energy and green Energy bill unchanged.
Green premium paid to

BEF

Reliability and power Reliability and power
quality do not change quality do not change
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Wha is BEF?

BEF was foundel in 1998to generate revenuefrom the sale of environmentally endorsed
Qyreen powerOto utilities, government agendes, and busnesses. The Founddion uses
the net revenues from these sales to fund new renewable energy resources and watershed
restoration projects in the Pacific Northwest.

Working with BPA and other suppliers, and with suppoting environmental groups BEF
has completed transactionsinvolving the sale of some 23 average Megawatts (23,000
kilowatts) of green power sinceitsinceptionin 1998. Initsfirst 18 months BEF has
genaated more than $2.5 millionin ne revenues, and made these fundsavailable for new
projects. In May 2000BEF announed itsfirst Green Tag sale, to the Environmental
Protection Agency (Region 10.) The CO2 emissionsand other environmental effects of
some 25% of EPA 'sregiond electricity use will be offset with BEF Green Tags

Environnental Endarsement

All of BEF@ green power and Green Tagsare reviewed and endorsed by three leading
environmental organizations each of which is actively involved in energy issues -- The
Natural Resources Defense Counal, the Renewable Northwest Project, and the
Northwest Energy Codition.

For additiond information onthe Bonneville Environmental Founddion andits Green
Tag produd, please contact:

Robeat Harmon Or AngusDuncn
Vice President President
2064634986 503248-1905
RobHarmon@B-E-F.org AnguPunan@B-E-F.org

Bonneville Environmental Founddion
240SW 1% Avenue
Portland, OR 97204

www.B-E-F.org
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