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Existing Prepay Overview

Recap:
e C(losed: Sept. 23, 2021
e Total Bond Proceeds: $1.48 Billion
e Rating: Al, “Green Bond” Certified
e Volume to EBCE: 59 MW Around-the-Clock Carbon-Free Energy
e Power Supply Start: January 1, 2022
e Savings, Years 1-10: $2 Million / year

In progress /[ Ongoing:
e Settlements and invoicing were initiated on January 1, 2022
e Assessing future PPAs to be put through prepay structure
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Current Market Conditions
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Proposed Prepay Transaction

e Standalone EBCE Prepay transaction issuing through CA Community Choice Financing Authority
(CCCFA), the JPA in which EBCE is a member

e Anticipate utilizing the prior RFPs issued/awarded in 2020 and 2021 to renew various counsel and
advisory roles to gain efficiencies

e Prior transactions required >1.5yrs to complete and targeting 3 to 6 months for the second
transaction

e Anticipate $500M to S1bn total size

Next Steps:

e April: Seek board approval to be enabled with legal counsel and advisors
e May/June: Seek EBCE board and CCCFA board approval to transact

e June onwards: Go out to market and determine optimal timing to price
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Appendix - Prepay Overview

* An energy prepayment is a long-term non-recourse financial transaction between a tax-exempt Load Serving
Entity (LSE) and a taxable financial counterparty (bank, called “Prepay Supplier"”) utilizing the municipal
bond market.

o Typically 30-year term, LSE committing ~$350MM-$850MM of energy supply contracts (combined contract
notional values)

o LSE utilizes in order to lower customer energy costs

» Prepay Supplier is assigned an existing energy supply contract, pays the contract price to PPA Seller and
immediately transfers all electricity and attributes to LSE. LSE pays the Prepay Supplier.

» Municipal utilities (and tax-exempt entities such as CCAs) in the US can prepay for a supply of electricity or
natural gas from a taxable entity and fund that prepayment with tax-exempt municipal bonds. The LSE must
sell the commodity to their retail end-users residing within their traditional service area.

o This structure is well known and regularly used for gas and is now being applied towards renewables PPAs

o Codified in US Tax Law. Since first prepayments of natural gas were done in the early 1990’s, the IRS issued
rules allowing tax-exempt prepayments and Congress enacted legislation specifically allowing the
transactions (National Energy Policy Act of 2005; Section 1327)
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Appendix - Key Elements of a Prepay Transaction

Power Contract Assighment:

» Existing renewable PPAs are assigned to the taxable Prepay Supplier. The LSE continues to take and pay for
energy and attributes delivered through the contract.

» All other terms of the PPA are unchanged

« If the prepay program terminates early, prepaid supplier fails to perform, or LSE fails to perform, the LSE
forgoes the future savings and the assigned PPA contract is put back to the original LSE

» Active Suppliers: Goldman Sachs, Morgan Stanley, Royal Bank of Canada, Citi, Bank of America are all
investment grade rated financial institutions

Debt:

* Non-Recourse: Prepays utilize non-recourse municipal bonds and are not secured or guaranteed by the
referenced entity (i.e. the CCA). Rather the debt is recourse to the Prepay Supplier (i.e. the bank receiving
the prepayment). This significantly protects the CCA and mitigates risk related to the payment of power
contracts novated through the prepay.

« Off Balance sheet for LSE: Bonds are issued by a municipal bond conduit and arranged by the Prepay Supplier
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Thank You!

<| Questions? Give us a call:
J] 1-833-699-EBCE (3223)

@PoweredbyEBCE
Esparol XX

customer-support@ebce.org ebce.org/es ebce.org/cn
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https://ebce.org/es/
https://ebce.org/cn/
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