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EXECUTIVE SUMMARY

THE CHALLENGE

$2.6 billion leaves Manitoba every year to pay for
non-renewable energy imports, such as petroleum
products to run our vehicles and natural gas td hea
our homes. Based on Manitoba’s population, this
represents $2,200 for every man, woman and child
in the province. We need to acquire these $2,200
dollars per person by selling Manitoba-made
commodities and services, such as agricultural
products. As the price of non-renewable energy
imports increases relative to our Manitoba-made
exports, we will find it increasingly difficult to
maintain the standard of living to which we've
become accustomed.

THE SOLUTION

We propose creating a Manitoba Community
Power Cooperative (CPC) that allows residents of
Manitoba to directly invest in renewable energy
projects and receive a financial return on that
investment. The CPC is designed to facilitatelrura
development throughout the province.

The deployment of community power helps keep

rural Manitoba healthy in three ways: (a) it difect

increases investment in Manitoba, (b) it connects
Manitoba communities to our overall energy use,

and (c) it allows greater amounts of lucrative toydr
power to be sold to the export market.

KEY FEATURES

The key features are as follows:

Investors can be any resident of Manitoba
(preference will be given to rural Manitobans
where possible)

Investment dollars never leave the province (thus
maximizing financial returns directly to
Manitoba residents)

Investors can sell their shares in the project at
any time (through the use of a unique corporate
sponsorship mechanism)

Transparency is a fundamental aspect of the
model (thus ensuring strong checks and
balances)

The price for the sale of electricity to Manitoba
Hydro will be based on a specific rate of return
(e.g. 12%) (thus maximizing flexibility in the
terms associated with any specific project)
Inflation risk is built in to the power purchase
agreement with Manitoba Hydro (rates of return
are locked to 11.5% above the Bank of Canada
interest rate, so if the Bank of Canada interest
rate is 0.5%, then the rate of return is 12%;éf th
Bank of Canada interest rate subsequently rises
to 5%, then the rate of return rises to 16.5%, thus
preserving the overall viability of the investment)
A portion of the returns are assigned directly to
communities, not just to individual investors
(which directly strengthens rural communities
throughout Manitoba)

START SMALL

The program starts with deployment of a single 3-5
megawatt (MW) wind project whose location is to
be determined through transparent discussions
between interested communities and Manitoba
Hydro.

GROW THEPROGRAM BASED ONSUCCESS

After the initial project is deployed, the program
will be reviewed for effectiveness. The program
will continue to grow as long as the government,
Manitoba Hydro and communities see value to the
program.

STRENGTHENOUR RURAL COMMUNITIES

Manitoba’s Community Power Cooperative will
allow residents of Manitoba to directly invest in
Manitoba’s energy future while at the same time
maximizing the export potential of Manitoba
Hydro’s hydro power.

By keeping Manitoba residents’ energy dollars in
the province, we add to our local prosperity and we
create a more secure energy future for our children



OVERVIEW OF THE MODEL

WHAT ISCOMMUNITY POWER?

Community power is a way to make an investment fetlourable returns while supporting the local
community and helping the environment. Commupiyver is receiving increasing attention throughout
North America because it ties the benefits of tinergying renewable energy industry to the commumitie
which projects are built. It provides a way to mmaixe locally owned and locally used energy for bemefit of
local economies. The following elements are cargid requirements for Manitoba’'s community power
program, and were used to guide the developmeahifmodel:

Ownership control must be retained by community groivvestors at all times, where the term ‘communit
power investor’ is defined as an individual persesiding in the province, and excludes non-human
entities such as corporations or foundations

A very small portion (less than 10%) of a projechilowed to be owned or controlled by a single
individual

A resolution of support for the project must beseakby the local jurisdiction in which the projéecsited,
such as the local rural municipality

Ownership and control information, participatiompoptunities, financial return mechanics, and
performance data must remain transparent at adlstim

Residents and local landowners with a significatérest in the project, such as those landownershmse
land turbines and/or transmission infrastructuagdrses, must be allowed to invest in the projetitea
highest rates of return available to all investors

Investors must have the ability to sell shareswttame, so that investment dollars are not tiedargong
periods of time

The rate of return must be risk-averse and faiafbinvestors

The overall community power program must encoutagad participation from individuals of varying
incomes and varying geographical locations

The above community power definition is based omntiN&merica’s premier community power experts (from
Minnesota, Ontario, Quebec and British Columbidye are highly confident that Mantoba’s Community
Power Cooperative captures the key elements fonarwnity power program in Manitoba.

THE COMMUNITY POWERCOOPERATIVE

A province-wide cooperativealled the Community Power Cooperative (CPC) éated that provides the
following specific services:

The CPC centralizes technical and financial expesihat addresses technical requirements, vendor
relations, investor communications, tax reportenggl financial audits for Manitoba’s community power
program, freeing the local communities from higgpecialized financial and fiscal management
responsibilities.

The CPC sells and manages investment sharesrder to allow any resident of Manitoba to papiate in
the direct ownership of community projects in a marsimilar to buying and selling shares in a mutua
fund.

The CPC distributes a portion of the profits to comanities directlyso that local communities are
strengthened by the development of renewable ergajgcts.

The CPC manages an innovative pro forntizat (a) ties returns to prevailing interest ratesrder to
protect projects against inflation and (b) levdinet cash by varying the price in order to rediash flow
challenges.

COMMUNITY POWER INVESTMENT MODEL PAGE3



ELEMENTS OF THEMODEL

The model requires the participation of the follogvkey entities as shown in figure 1:

Thelnvestor invests in the community power program by puramgsihares in the CPC. The Investor
receives a return on his or her investment.

TheLocal Community Power Organization (LCPO) initiates the development of a community power
project. It acts as the limited partner in a leditpartnership with the CPC, and markets investisiegutes

in the project to local community members. It egEnts the interests of the LCPO in the governahtiee
CPC by taking a seat on the CPC Board of Diredtmne board seat per LCPO).

The Community Power Cooperative (CPC)provides centralized financing and investor sawifor
community-based projects. It hires experts theater and manage the sale of equity shares to argest
from across the province. It also provides investtations services, completes tax reporting &sponds
to financial audit requirements for all LCPOs.atts as the general partner in the limited partigrs
arrangement with one or more LCPOs.

The Sponsorprovides cash temporarily to purchase shares fheninvestor who seeks to sell shares, and
sells those shares to the next Investor who seefsrchase shares. The Sponsor receives the stumesr
on the investment as an Investor while the sharemadts possession.

TheProject Developercontracts with the LCPO and CPC partnership andiges professional technical
services to ensure the success of the communitgippreject.

TheBank or Credit Union provides loans for a portion of the project cdpitssts, expected to be between
50% and 75% of the capital costs of the project.

The Utility (Manitoba Hydro) allows interconnection of the aommity power project to the power grid,
and purchases the power through a 20-year powehase agreement that results in a reasonable fanc
return to the project.

TheRatepayerpurchases renewable community-based power asfidw overall energy supply mix.

Investor E

Local Community Community Power | ' ‘
Power Organization Cooperative Sponsor
\ (LCPO) ‘ (CPC) ] I

Limited Partnership /

I 1T 1

- Bank or Utility
limlza Bizeelipsn ] Credit Union ] (Manitoba Hydro) H Ratepayer ]

Figure 1. Relationship among components of the model
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PROJECTPHASES

The following describes the phases of a communitdvroject using this model:

Phase 1: The community initiates the proje®ine or more local community-minded entreprenautisites
a project, forming a Local Community Power Orgatia(LCPO). The LCPO, which can be organized in
many ways (a cooperative, an association, an LL&®rporation, a municipality, a First Nations Band,
etc.), raises pre-development dollars and asstssegneral viability of the project.

Phase 2: The community completes the preliminasilfdity analysis. The LCPO confirms the viability
of the renewable energy project (for example, iy m@ct a meteorological tower to assess the vand f
several years), secures a preliminary assessnmentMranitoba Hydro that interconnection is possiiie
acquires signed land lease agreements. The CPQvoraywith the LCPO in a consultative fashion dgrin
this phase (for example, the CPC may assist theQ iDRliscussing interconnection issues with Maridtob
Hydro), but the relationship is relatively informal

Phase 3: The community establishes the limitecheaship with the CPCThe LCPO formally engages
with the CPC in order to establish a limited parshg. The CPC reviews the LCPO's feasibility gsa.
As part of this legal transaction, the followingcacs:

0 The LCPO and the CPC form a limited partnershipliich the LCPO becomes the limited
partner and the CPC becomes the general partner.

o Alllocal entrepreneur equity investment is bougtt by the CPC (the investment may be
converted to CPC shares) so that the project iagehwith consistent, community-based
financial controls through the province-wide CPC.

0 The titles to all assets are transferred to the @R arrangement that ensures that the assets
are held for the benefit of province-wide Investors

0 The LCPO and CPC ensure that a resolution of stipothe project has been passed by the
local jurisdiction in which the project is sitedich as the local rural municipality.

0 The LCPO receives a seat on the non-profit CPC doabirectors that gives the LCPO
governance control over the CPC (shared with dt@#O and Investor board members).

Phase 4: The partnership develops a pro forma audi®s a power purchase agreemenhe partnership
negotiates with Manitoba Hydro for a power purchageement based on the strengths of a pro forata th
is shared between the partnership and Manitobaddydr

Phase 5: The partnership raises the required funfise partnership develops an offering statensam,
raises the equity portion of the project (approxeha25%-50% of the total project costs) through a
person-to-person fundraising campaign. The pesti presents its business plan to a bank ortcredi
union in order to secure debt financing for theaamer of the project costs.

Phase 6: The partnership acquires all permits apgravals. Activities during this phase include
completion of environmental assessments, bird stydiirport clearances, local permits, easements,
finalized land lease agreements, an interconneetipeement and a power purchase agreement.
Phase 7: The partnership hires a Project Develagst builds and commissions the projethrough the
use of a Project Developer leading the technic@ities, the partnership purchases the capitalpgent,
secures services from suppliers and contractogsiil@s appropriate insurance, and completes canigtru
of the project.

Phase 8: The partnership operates the project tivelife of the 20-year power purchase agreemé8itite
CPC handles all investor relations and financipbréng activities. The partnership ensures that t
equipment is maintained and that maintenance agnetsmare in place. The Sponsor provides relatively
small amounts of cash for relatively short periofisme in order to allow the Investors to easilyland
sell shares at any time throughout the 20-yearesgeat.

Phase 9: The partnership decommissions the projasta condition of financing the project, the
partnership must specify in the project pro forimat ta set-aside for decommissioning costs arecgeriti to
return the project property to a greenfield stdfhis is required in order to reduce the liabibfythe local
community at the end of the project.

In summary the community, through the LCPO, inésathe project, and the limited partnership oflt@8&®0O

and CPC develops and manages the project. Airtleethat the LCPO enters into the limited partnigrstith
the CPC (in phase 3), the partnership becomesritmagy entity with whom all other entities interact

COMMUNITY POWER INVESTMENT MODEL PAGES



THE MODEL IN DETAIL

THE CPC 1S ORGANIZED AS ACOOPERATIVE

The organizational centerpiece of the model iSGRE, which is organized as a cooperative. The @@bpe
structure was chosen for several reasons:

Cooperatives can issue investment shares baseuaffeeing statementather than having to issue shares
based on a much more expengivespectuga prospectus costs tens or even hundreds ofahdaof
dollars to get approved through the Securities Ca@sion, and is required for conventional stock reark
equity share sales for a corporation).

Cooperatives are allowed to sell investment shifaresigh a person-to-person marketing campaignerath
than through a stock broker, which reduces traimacbsts and is consistent with the person-togers
local focus of community power.

The cooperative model differs from a conventioraporation model in that a conventional corporatiases
control decisions on the amount of ownership cdttyahe investors (“one share, one vote”). The&CG®not

a worker’s cooperative in that cooperative membegsnot asked to provide volunteer time or seryiaed the
CPC is not a producer’s cooperative in that codperanembers are not asked to provide a resouicie a&si
crops, but rather it is an “investment” cooperatimewhich cooperative members are asked to provide
investment dollars to invest in a community nededfeicity) and receive a return on the investmdit.
leverages cooperative values, such as voluntarypad membership, democratic member control, member
economic participation, autonomy and independesdecation, training and information dissemination,
cooperation, and concern for community.

THE LCPOANDCPC FORM ALIMITED PARTNERSHIP

The LCPO forms a limited partnership with the CBGhown in figure 2. The partnership between theQC
and the CPC as describedAhase3 of the project allows each partner to focus oatithdoes best in order to
meet the objectives of a robust community powegmam:;

The general partner (the CPC) provides the techaitéfinancial specialization that is required for
successful deployment and ongoing maintenanceegbtbject, and it manages the ongoing investor
activities that allows a large number of small istees to efficiently participate in the project.

The limited partner (the LCPO) engages local conitgumembers through personal contacts in order to
facilitate and encourage community members to tiréavest in the local renewable energy projea an
receive returns on that investment. This lowerskating costs for Manitoba’s community power pragra
and therefore maximizes returns to the Investors.

The partnership develops a share offering thahigwed and approved by the provincial governméttthe
time of the deployment of the project, the LCPO kats shares in a direct person-to-person fashion as
described in the section below titl@étie Model Leverages the WindShare Experigntesestors become
members of the CPC by buying a membership share fimminal fee. Members are then eligible to paseh
investment shares at a pre-determined amount.

One might question why the model specifies thatlGR€ rather than the LCPO is the general parthrethe
business world, control of capital assets is alwaaned by the investors (without exception)thf CPC
were the limited partner, then the province-wideeltors would have no control over the assets ohey

Ensuring that the Investors are province-wide,aathan strictly local, provides the following kaglvantages:
Different areas of the province vary in their read¥e energy resources. If, for example, the béas w
areas of the province are in southwest Manitoba, thased on the concept of fairness, LCPOs anibtiaé

investors from southwest Manitoba should not beotilg ones allowed to invest in and receive theeffien
of Manitoba’s overall community power program. NMaha Hydro benefits from this arrangement as well
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in that it can leverage the geographic regions thighbest resources and lowest cost energy for its
province-wide community power program.

The larger the geographic area is, then the latrgeinvestor market for potential sellers of shaseand
therefore the more liquid the shares are. Bectings8ponsor acts as the intermediary for the sale a
purchase of shares, knowing that it can sell theantone in the province (as opposed to beingtalsdell
them only in a limited geographic community) impesvhe overall success of the program.

Manitoba Hydro has stated its intention to limi¢ #ize of the community power program for the time
being to just 3 megawatts (MW) for the entire pnoé. If investments in Manitoba’s community power
program are further restricted geographically, thealatively small number of Investors will invest
relatively large amount each in the initial projstresulting in relatively limited participation
Manitoba’s community power program. Opening upestments for that 3 MW program to anyone from
across the province will allow broader participatissing smaller investment amounts, which is more
consistent with the spirit of a province-wide conmityl power program.

Local Community ) { Community Power

Power Organization Cooperative
(LCPO) (CPC)
The LCPO may be organized as a The CPC is organized as a
cooperative, an association, a cooperative

municipality, a First Nations Band,

etc. (the structure is flexible} i

| CPC Board
The LCPO initiates the project The LCPO :

P gets a seat
At phase 3 of the project, when the H on the Board

partnership is formed, the LCPO
members’ initial entrepreneurial
investment is converted into CPC L
cooperative shares and all assets are

transferred to the CPC

The LCPO takes a seat on the CPC CPC investors are

Board conperative membears who
purchase equity shares and
elect the CPC Board

/ |
-~ "'.' E "

Limited Partnership

Equity is raised through issuance of a cooperative offering statement
from citizens across the province in order to fund the 25%-50% equity
portion of the project {the remainder of the project is financed through
a loan). The CPA Investors are equity shareholders and cooperative
members in the province-wide CPA.

Figure 2. A province-wide cooperative raises funds through an offering statement, and allows investors from across the
province to participate through the investment of equity shares in the cooperative.

THE MODEL SPECIFIESFINANCIAL RETURNSRATHER THAN PRICE

In a free market, the businesses success is deexirbly maximizing profits and minimizing costs. sBesses
compete against each other based on price sighathe regulated monopoly of the electricity maske
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however, a single entity (in this case, Manitobaliéy controls the product, but must answer to aédrg
authority (the government of Manitoba) in ordentanipulate the price.

This model leverages the regulated monopoly stftidanitoba Hydro by specifying that the CPC and
Manitoba Hydro negotiate the return on investmesislll on costs and profits that are transparerdtto b
parties rather than negotiating a price based fonrration that's proprietary to each party. Instedhaving
an incentive to withhold information, both parta® incented to provide as accurately as possiblértie costs
of the project. The relationship is most succdsshen the project performs as expected. Oncel¢iadis
signed with Manitoba Hydro, the CPC and LCPO pasinig has a strong incentive to operate as effijies
possible in order to maximize returns for the comities and the Investors.

THE MODEL LEVERAGES THEBNINDSHARE EXPERIENCE

Significant information for development of this me@omes from an Ontario project called WindSheutgch
consists of a single 750 kilowatt (kW) wind turbileeated on the Toronto waterfront. WindSharenis a
exemplary form of community power, in that 500 lo€aronto citizens each own $500 shares in thegotoup
to a maximum of $5000 each. The entire project approximately $1,600,000 when it was launche2002.
Half of the project is owned by WindShare and le&lthe project is owned by Toronto Hydro, the local
municipal utility. WindShare was formed as a shaapital cooperative, and allows a monetary returithe
investment for each cooperative member. The $800@r the cooperative’s half of the project wased
through a grassroots marketing campaign over & tm@nth period that utilized personal relationslipd
membership presentations in gatherings throughotario (e.g. church basements).

WindShare is considering launching a new projéicthis project proceeds, WindShare could develop a
additional share offering. WindShare is expectetktjuire significant equity from the local commynpraised

in a manner similar to the original WindShare, tlgl word of mouth and personal relationships. Some
financing would likely be acquired through a contemal bank loan.

THE CPC PROVIDESFOUR KEY SERVICES

1. THE CPCCENTRALIZES TECHNICAL AND FINANCIAL EXPERTISE

The CPAcentralizes technical and financial expertigbat addresses technical requirements, vendor
relations, investor communications, tax reportenggl financial audits for Manitoba’s community power
program, freeing the local communities from higgpecialized financial and fiscal management
responsibilities.

The first purpose of the CPC is to centralize tézdirand financial expertise. The province-wideGOR to be
deployed with the first project, and the projeai forma for that first project will assume thaisithe only
project in the system, and would therefore incltideongoing costs of operating the CPC as patsqfrd
forma. If and when more projects come into theesys the price per kilowatt-hour (kwh) of the indog
projects would reflect the fact that the fixed sast operate the province-wide CPC have already beeered
by the initial project. As each participating coommity develops subsequent projects (assuming trere
subsequent projects), the LCPO/PCA partnershithfesubsequent project(s) would be responsible to
negotiate a separate power purchase agreementhaitioba Hydro and sell enough CPC equity shares to
make that specific project viable. Those sharegldvbe sold by word of mouth, resulting in addiabn
membership in the CPC cooperative. As a provinickwntity, members from across the province would
belong to a single cooperative, and individual @ct§ would be aggregated, thus reducing the fiaanisk for
any specific project.

twindShare members have realized modest finaretiairts on the initial project. The Manitoba comitypower program has heavily
leveraged the WindShare experience which will tasuinore stable long-term returns for the commuimvestors.

COMMUNITY POWER INVESTMENT MODEL PAGES8



The CPC structured as a cooperative matches willarngontrolled deployment of community-based wind
power, because the marketing of equity shares s@tua pace that reflects the level of public edein the
community power program. For example, if the fpstject proves to be successful, a second progedt be
brought forward relatively quickly. Converselytlife first project proves to be unsuccessful, éofthd project
deployment would slow or stop. If it is later daténed that it is in the public interest to deptmmmunity
power projects at a faster rate, Manitoba Hydrah@es through the direction of the government))atou
specify an increase in the rate of return for thmunity power Investors, thus increasing the paniiyl of the
program, and acting as a simple incentive to delalmyer amounts of community power in a controfigshion.

2. THE CPCSELLS AND MANAGES INVESTMENT SHARES

The CPA sells and manages investment sharesrder to allow any resident of Manitoba to @pate in
the direct ownership of community projects in a mamsimilar to buying and selling shares in a mutua
fund.

The second purpose of the CPC is to buy and sedsiment shares. For the Investor, this is dedigmbe a
simple process. The partnership provides an offestatement to the prospective Investor that rmeslihe
risks of the investment. The Investor providefgaed acknowledgement that he or she has read and
understands the offering statement and sends toatttieership a cheque for both the CPC memberskip f
(~$30) and the investment dollars (investment share likely to be $1,000 each). For an initiaject of 3
MW, using a 1:3 equity-to-debt ratio, a total @) shares would need to be sold (for a total ggonmestment
of $2.5 million for a project valued at $7.5 milijp The investment dollars are placed in an es@oxount
until the project gets commissioned, at which tiime Investor receives a receipt describing hiseorshare
purchase. The shares are RRSP-eligible.

An Investor sells his or her shares at any timadyfying the partnership, who arranges for ther&oo, which
is a Manitoba-based corporation or foundation,ubyp the necessary dollars to buy shares frorsehimg
Investor. The CPC pro-rates the investment divdddor the selling Investor, secures the dollasefthe
Sponsor, and cuts a cheque to the selling Invedtbe partnership markets the availability of thares that
have just been sold and are in the possessiore@pbnsor. A subsequent purchasing Investor goesgh
the same steps that the initial purchasing Invedithr The Sponsor and both the buying and sellingstors
receive pro-rated dividends for the period of tittnat they each have the shares in their possession.

3. THE CPCDISTRIBUTES APORTION OF THEPROFITS TOCOMMUNITIES DIRECTLY

The CPC distributes a portion of the profits to caminities directlyso that local communites are
strengthened by the development of renewable eneaggcts.

The third purpose of the CPC is to distribute aiparof the profits to communities directly. Amiovative
component of the model is that the total returesdivided between the individual investors and the
communities in which the investors live as showfigare 3 (the 12% return split half and half idyan
example and needs to be negotiated between thea@&®lanitoba Hydro).

In the example shown, the individual investor dg®sreturns. These returns have a small chanceiofg
lower in any given year if the overall project nets, which are designed to be 12%, go below thestiold
required in order to pay individual investors tlé.6This could happen if the equipment has a vagl failure
rate of expensive components such as gear boxdades. This risk can be mitigated through seremaracts
from the vendor.

The returns to the communities in which the investive, calledcommunity returns fluctuate from year to
year based on how the overall program does. lonaimal year of 12% returns, the community retunesGo.
If the overall program earns 13% in a specific y#aen the community returns will be 7% for thaagelf the
overall program earns 10% in a specific year, thencommunity returns will be 4% for that year.
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The rate of return from the sale of electricityManitoba Hydro will be determined by negotiatioredvileen the
CPC and Manitoba Hydro, or may be set by the gawent of Manitoba. The rate of return must be tethe
Bank of Canada’s interest rate as described iméhé section in order to ensure that the overafimonity
power program remains viable should the inflatiate rise significantly in the coming years.

Community returns are distributed based on a sing@ehaps

web-based, voting process by the Investors in argiv
$ community. The Investors are logically groupedey CPC.
Individual@ For example, an Investor might belong to a default
Investor > $ community based on postal code. The Investorsan t
6% CPA —> community submit desired destinations for the comityu
<— return dollars that conform to criteria that areablshed by
?@ ? ~12% the CPC Board of Directors. Potential communityme
@D ~6% returns* recipient projects could be as diverse as fixingupcal
Community  *requires Hydro to support 12% returns | hockey rink, creating a bursary for a local scheligy to a
community college, or helping a local family thaim need.

Figure 3. The model's proposed distribution of The dollars would be distributed based on the gotéeteived,
returns (specific percentages are only examples) and all disbursements would be made available dbfip
view on the CPC web site.

While geographical groupings of community returpsls would be defined by the CPC Board, an indialdu
Investor could join any existing community retupwol in the system. A resident of Winnipeg, fastance,
could join a community returns pool near Thompsuamere he or she grew up or has friends, relatmespme
other connection to the community.

The detailed community returns mechanism is man#égedigh a consultative, transparent community-thase

process. The distribution mechanism would be velenbased, in order to maximize the financial fiesef
the community returns.

4. THE CPCMANAGES AN INNOVATIVE PRO FORMA

The CPC manages an innovative pro forntlaat (a) ties returns to prevailing interest ratesrder to
protect projects against inflation and (b) levddinet cash by varying the price in order to rediash flow
challenges.

The fourth purpose of the CPC is to manage thdgroa, which is the financial centerpiece of thedelo The
pro forma describes the projected cash flows, eetnues and taxes over the life of the projectcamdains
detailed financial data regarding the assumptionkestimates that drive the results. The pro farordgains
the following innovative features that have beesigiged to reduce the risk of the community powegpam
while minimizing impacts to Manitoba Hydro:

The pro forma ties returns to prevailing interesates Investors purchase shares based on the expected
returns compared to the prevailing interest ratbth the Bank of Canada interest rate at 2%, 6%rnstto
the Investors plus 6% returns to the communitiesgftotal of 12% returns) are considered acceptabl
relative to the risk this investment represents, ame expected to result in reasonable acquisii@yuity
to allow the initial project to proceed. Howevélinterest rates climb in future years, for exaenfu
double-digits, as they did in the late 1970s, aestment return of 6% represents a loss in reddoio
the Investor compared to the returns that the kovesuld earn from a simple interest-bearing aotai a
bank. In that scenario, Investors would likelyl #e¢ir CPC shares, leaving the Sponsor with aelarg
investment in the overall community power programq a failure of the intended community power
program goals. To mitigate this risk, the pro farspecifies that returns are to be tied to theestaate at
the Bank of Canada. Today’s interest rate, at@pprately 2%, is tied to 12% returns to the CPCiclwh
represents a 10% spread. Each year, the ratéuofiiie adjusted so that the 10% spread is maiediain
based on the prevailing Bank of Canada interest r&he result is a safer investment for the overal
community power program, while at the same timeigng that Manitoba Hydro doesn't take on
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unreasonable risk for elements that are in therobof the partnership, such as appropriate maarnee of
the equipment and efficient operation of the CPC.

The pro forma levelizes net casltThe pro forma is structured in a manner thatliges net cash across
years. This is achieved by having Manitoba Hydxg a variable price for the electricity it purchaié®m
the project. The ability to levelize net cash basn documented on the C-BED web site (http://www.c
bed.org). The pro forma that has been createthiomodel includes deployment of that net cash
levelization approach. The net impact over the/@&r project life to Manitoba Hydro for levelizedsth
flow (i.e. paying a variable price) is zero, be@the model uses Manitoba Hydro’s discount ratarder
to calculate the NPV of the electricity sold ovee 20-year power purchase agreement. The C-BED
calculator is used successfully in Minnesota, swisconsidered untested. The resulting net aash fear
to year would then be relatively even, so sharasbeabought or sold with relative accuracy of theie
value, and the partnership can reduce the requiretoanaintain a large reserve of funds for specifi
expected costs that vary by year. This approastres that the partnership retains the incentiaetioely

manage its investment, such as ensuring appropnaitetenance of the equipment and efficient openati
of the CPC.

Figure 4 shows how the fixed price and resultingcash are related to each other in the CPC prodamder
both the conventional fixed price scenario (dotied) and using the variable price (solid line)heTgraph on
the left shows how the variable price starts a1 $n the first year, then increases to approxitpael 5/kWh
in year 10 then dropping to approximately $0.09/kWlear 11 (this example simulates the variablegsrthat
would be required in order to accommodate the migagments in the first 10 years in order to pdttod 10-
year loan). The graph on the right shows the imnpteariable price adjustment on the net cashteNlaat the
upward slope of the variable price in the grapltihanright reflects a constant net present value twee when
using a discount rate of 8% for the NPV calculaioiThe third, lightly shaded horizontal line shaivs
present value of the net cash over the 20-yeaogeri

Price Net Cash

$0.18 $800,000
$0.16 $700,000
$0.14 —~ $600,000
zgﬁ & $500,000

. & $400,000
$0.08 § $300,000
$0.06 P )
Z $200,000
$0.02 $100,000
$0.00 ————————— — $0
1 6 11 16 1 6 11 16

Time (years) Time (years)

= = = Net Cash Using Fixed Price (Problematic)
Net Cash Using Variable Price (Desirable)
Present Value of Net Cash Using Variable Price

Price ($'kwh)

@
S
R

= = = Fixed Price (Problematic) Variable Price (Desirable)

Figure 4. The pro forma’s innovative variable price feature improves the partnership’s ability to address cash flow
challenges. In this sample scenario, when the 10-year loan is paid off, use of the variable price levelizes the net cash.

EACH OF THEMODEL COMPONENTS INDETAIL

1.INVESTOR

“The Investor invests in the community power program by purahgshares in the CPA. The Investor
receives a return on his or her investment.”

The Investor is an individual resident living anyasd within the province of Manitoba, who purchasesity
shares in the CPC and receives a return on thasiment. The CPC ensures that the shares are Rie6#y
(registered retirement savings plan), in orderrtivigle a convenient investment vehicle for Manitabto
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directly invest in our long-term future. The list@r may sell shares at any time through a mechmattiat
leverages the Sponsor (described in the sectied ti#4. Sponsor” below).

Institutional investors are not allowed to purchsisares. This allows for greater participatiomndividual
citizens of Manitoba, for whom the program is dasig,

2.LocAL COMMUNITY POWERORGANIZATION (LCPO)

“The Local Community Power Organization (LCPO) initiates the development of a community power
project. It acts as the limited partner in a ledipartnership with the CPA, and markets investrabates
in the project to local community members. It eants the interests of the LCPO in the governahtiee
CPA by taking a seat on the CPA Board of Direc{ore board seat per LCPO).”

The Local Community Power Organization (LCPO) ati¢is and organizes the project in the local comipuni
The LCPO ensures that the local project complig¢bk thie CPC requirements. If there are multiple OSP
different LCPOs may have differing structures freath other. One may be organized as a cooperafivie,
another may be organized as a First Nations Barathar as a special project of a local service rimgaion,
another as a project of a municipality, etc. Thgaaizational structure is limited only by that ehiis required
from the CPC perspective to ensure that the greupgresentative of the local community and thatidhng-
term viability of the project is secured. If th@C finds that the community has stepped outsidiscdlly
responsible management, it may put the project“mgtceivership” long enough to allow the commurtiy
transition the project to a restructured LCPO thaets CPC requirements.

The LCPO participates in governing the activitiéshe CPC by assigning one member of the LCPOttorsi
the CPC Board of Directors.

The LCPO acts as the primary marketing mechanistineinocal community for the project. It manages a

structured, volunteer-based person-to-person magkeampaign in order to sell investment sharehén
project to local community members.

3. COMMUNITY POWERCOOPERATIVE(CPC)

“The Community Power Cooperative (CPC)provides financing and investor services for comityd
based projects. It hires experts that create aamthge the sale of equity shares to investors frarosa the
province. It also provides investor relations s&g, completes tax reporting and responds to €iahn
audit requirements for all LCPOs. It acts as theegal partner in the limited partnership arrangaméth
one or more LCPOs

The CPC manages the equity needed to bring thegirop line, secures appropriate financial andrtieci
expertise to ensure financial and technical vigbdf the project, and fulfills fiscal and audisponsibilities for
the partnership over the life of the project. T3eC also provides the mechanism for Investors yodma sell
shares in the project. This function allows ineesin the project to more readily sell their slsaae required,
which results in shares having greater value temt@l Investors. In the case of multiple projantthe
province, and in order to reduce investment rigk maluce transaction costs, all community powejegts
would be financially aggregated by the CPC.

With appropriate marketing from the CPC to potdr8iaonsors on a per project basis, and with sugrt
the province to allow the CPC to be the preferrestidation for carbon offsets, the CPC could reiseugh
funds to provide pre-development dollars to sgbecjects that are in need of funding for pre-depaient
activities, for example, to cover the costs of deomlogical tower that determines the detaileddwiesource
in a promising location. The source of these fusdfescribed in more detail in the section titl€arbon
Offsets and Carbon Credits”.

On the technical side, the CPC provides the LCP® guidance, develops and manages the pro fornthdor
benefit of the partnership, works with Manitoba Iftydb develop a queue process to determine whather
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LCPO project gets developed, negotiates on beh#iffeopartnership with Manitoba Hydro with regaod t
interconnection and power purchase agreementdeadd the selection of the Project Developer oralbeff
the partnership.

On the administrative side, the CPC acts as thmagmyi point of communication between Manitoba Hyadnal
the LCPO, provides policy guidance for the ovecalinmunity power program, disseminates appropriate
information about the community power program, seswarbon offset status for the CPC from the Pomyi
markets the CPC as a destination for carbon offsgdskets the community power program to potential
Investors, manages and responds to Investor needsyorks to ensure overall program success. By
aggregating community voices, the CPC is expeceadtry substantial access to decision-makers nvithi
Manitoba Hydro and within the provincial government

4. SPONSOR

“The Sponsorprovides cash temporarily to purchase shares fheninvestor who seeks to sell shares, and
sells those shares to the next Investor who segbsrchase shares. The Sponsor receives the stumesr
on the investment as an Investor while the shaxemdts possession.”

One of the features of the model is that Investoesallowed to sell shares at any time, thus piogid
maximum flexibility to address life changes for éstors. This is achieved through the LCPO secwing
Sponsor that agrees to act as a temporary investmid shares for a short period of time untileaviinvestor
is found for those shares. This Sponsor receh@same return on investment that the Investoivesdor the
time period that the shares are in its possession.

This feature of the model provides two benefitth partnership. First, a market is created fersie of
shares, allowing a high degree of “liquidity” fdret Investor. This serves to make the shares ntiveetave to
Investors, and will therefore improve the partitipa in the program. Second, because of its vefatadcial
interest in the overall community power prograng 8ponsor provides another outside review of thefgmma
as well as a review of the viability of the projecid the operations of the CPC when the LCPO ar@ CP
partnership approaches the Sponsor to sign on.

In return for its assistance, the Sponsor receghesight to advertise itself as the official sponsf the specific
project(s) it sponsors. The legal arrangement éetvthe partnership and the Sponsor is to be sté#indd so
that all Sponsors are treated similarly (assumieget is eventually more than one Sponsor). Thasspship
arrangement may carry forward to areas such asatiagkof the shares through the Sponsor on behétieo
partnership. In this manner, corporations haveatfikity to directly participate in and support Mta’'s
community power program.

There are several unique characteristics of the&pgrogram:

The Sponsor is not long-term holder of shares. auegall community power program is designed for
individual Investors, so the legal relationshipvizetn the CPC and the Sponsor specifies that thesBpo
must give up the shares when buyers are found.

The Sponsor must be protected against shares bagoetatively less valuable, which would result in
large numbers of investors selling off their shatesving the Sponsor investing heavily in the camity
power program. This protection is achieved in saweays:

0 The pro forma targets a specific rate of returrr alie life of the project, using the best
information that is available to both the partngrsind to Manitoba Hydro. The Sponsor is
allowed to review this pro forma to ensure thatriterests are met.

0 Inthe case of lower-than-expected returns in @egific year, theommunity returnsare
targeted for reduction before the Investor retamesimpacted. This results in more stable
Investor returns.

0 The pro forma builds in inflation protection by axdng returns to the prevailing interest rate
as set by the Bank of Canada. See the sectied tiflhe CPC Manages an Innovative Pro
Forma” for details.
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5. PROJECTDEVELOPER

“The Project Developercontracts with the LCPO and CPC partnership andiges professional technical
services to ensure the success of the communitgippreject.”

The Project Developer is an independent developer assists the CPC and LCPO partnership with teahni
and project management aspects of the project.PToiect Developer is paid through a contract aeament
negotiated with the partnership of the LCPO and CPC

The Project Developer is an established expertima wower development projects, who recommends and
deploys appropriate technology solutions basedhemequirements provided by the partnership. TrogEt
Developer has input into the pro forma, selectssawlires the turbines, equipment, and contracod,
develops and delivers on a detailed project pleme Project Developer may provide a long-term nesiahce
plan depending on the nature of the relationshgotiated with the partnership.

The partnership ensures that the engagement priseetbe developer is open and transparent, artcatha

information about the specific project and the camity power program is provided in a manner thauees
long-term viability for the overall community powprogram.

6. BANK OR CREDIT UNION

“The Bank or Credit Union provides loans for a portion of the project cdpitzsts, expected to be
between 50% and 75% of the capital costs of thgeptd

The Bank or Credit Union provides a conventionahl®o the project, usually for between 50% and t5%e
project’s capital costs. As the provider of thétiéhe Bank or Credit Union has a vested intéreassuring
that both the business plan and the pro formatsesuhealthy, long-term viability for the projetiat is to be
funded. This detailed financial review acts amarfcial control for the project which benefits theestors.

7.UTILITY

“The Utility (Manitoba Hydro) allows interconnection of the gammity power project to the power grid,
and purchases the power through a 20-year powehase agreement that results in a reasonable faan
return to the project.”

The Utility, Manitoba Hydro, works with the CPC ati® Project Developer to provide interconnectiod &
purchase power from the project through a powechmse agreement for the project.

Manitoba Hydro engages with the CPC and LCPO pestriigs through guidance (or mandate) from the
government of Manitoba. The overall program presia framework that minimizes risk and provides a
reasonable investment return for the renewableggn@oject, using concepts that are describeddrséttion
titted The Model Reduces Risk and Increases Reward.

One of the features of the program designed toigeostability is to index returns to inflation. iEhs
accomplished through the pro forma and will resBulbwering risk to the investors, even in timeshagh
inflation, when a fixed 20-year return would redaltliminished real returns for investors and cahlkerefore
cause a sell-off of shares. Manitoba Hydro takkggher risk in that if inflation increases substalty, the
price it pays to the partnership for the powenitghases increases accordingly. This is an adueptiak for a
crown corporation to take for a program that isgiesd to improve rural economic development in the
province.

Manitoba Hydro also identifies to the CPC which greghic regions or specific substations may have
interconnection challenges or positive attributesrder to provide the CPC and LCPO partnershipis @arly
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information about specific project viability. THisature serves to reduce unnecessary investmeonhviable
projects.

8. RATEPAYER

“The Ratepayer purchases renewable community-based power agfodue overall energy supply mix.”

The Ratepayer pays for the overall electricity pi@vided by Manitoba Hydro, which includes both the
community power portion and the conventional pop@tion. The Ratepayer will be made aware, to the
extent reasonable by the partnership and Manitolhd; of the amount of electricity provided by coommity
power as well as its specific contributions in Brevince of Manitoba compared to the overall amaint
renewable and non-renewable power. The Ratepsysttitled to know the overall cost of electridiging
produced by the community power program, and ifsaich on the Ratepayer’s bill.

This model is not expected to have any appreciaip@ct on electricity rates compared to other irhefent
power producer (IPP) models for wind power prodicthat are being deployed in Manitoba. The retame
not expected to be significantly higher than prefaiy IPP returns, and the transparency of thisetraltbws
Ratepayers to see the regional and local costbamefits of this model over time.

Returns provided to communities and Investors @awiéwed as a way of keeping our rural communities
healthy in exchange for the substantial value thh@te same rural communities provide the Ratepafdhe
province in the form of the renewable energy reseur

BENEFITS OF THE MODEL

THE MODEL MERGESRURAL ECONOMIC DEVELOPMENT WITH
RENEWABLEENERGYDEVELOPMENT

An integrated, sustainable approach to electrisatgy production and consumption is necessary tneiong
term, and is made possible through use of this comitjmpower model. Figure 5 shows how the relatiop
between production,
consumption and local
economic development
works. Starting at the top of
this oval, a collection of
1000 households in a rural
municipality in Manitoba

1000 Households
x $2,500
Investment Each

each invest $2,500 and A3 MW wind project $2.$ miIIion_is enough
receive a reasonable return supphes_lOO% of the equity to bmld_a 3 MW

. power required for 1000 (megawatt) wind project
on that investment. If thos_e households and gives a ($2.5M equity + $5M debt
1000 households pool their return on investment = $7.5M project costs)
investments, that gives then
$2.5 million to invest in
their future in some manner. 3 MW Wind
$2.5 million is enough Project

equity at a ratio of 1/3 equity|
to 2/3 debt, to create a $7.5
million community-owned
wind project. That $7.5
million wind project, based
on today’s technology and
economics, will have a

Figure 5. This flow diagram describes an integrated approach to community power
that includes power production, power use, and local rural economic development.
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nameplate capacity of approximately 3 MW. That8/Mroject, given a capacity factor typical for Miia’s
wind regime of 35%, produces roughly 9000 MWh/yeat.Manitoba’s average household power usageafate
9 MWhlyr, that 3 MW project produces enough poveerthe same 1000 households that invested in thjeqir
in the first place.

The Investors’ homes are not necessarily the saefic homes that would receive the power from the
community power project. However, because thegyneroduced from the community power project dispia
whatever energy source would normally be tappegl &Manitoba Hydro dam), Investors located anyelier
the Manitoba Hydro service territory (i.e. Investtwcated anywhere in the entire province) wouldize the
benefit of their home energy use being tied tosiecific community power project in which they have
invested.

THE MODEL REDUCESRISK ANDINCREASESREWARD

In general, risk and reward go hand in hand. Edushows the risk-reward continuum with the losk ind
low reward shown on the left side, and the higk-tiggh reward shown on the right side. From the
community’s perspective, in considering wind depahent, the corporate-owned model is the lowestaisk
lowest reward option. In this low-risk, low-rewambdel, Manitoba’s communities solicit outside depers
to bring a project to the community. The primargame in the low-risk, low-reward model are loeades and
land lease payments to the local landowners.vtilies no direct ownership and represents easynedor a
limited (and lucky) number of landowners.

Corporate-owned Community-owned
Risk
= = . .

Low Risk <} ' v > High Risk
Low Reward A = Reward A = High Reward
o\ )

Land lease Solicit outside Projected net
payments of $5K developers to bring / cash of >$50K
per turbine per a project to us per turbine per
year Develop ourown  year

project from
«No ownership scratch «Responsibility
*Easy $ for a few «Participation

Figure 6. Risk and reward go hand in hand. This model describes ways to reduce risk and increase reward in a manner
that results in a vibrant community power program in Manitoba.

On the other end of the continuum is the commuovtyted project developed from scratch. In this aden
the local community has the potential to receivatieely high rewards, but also takes on significan
responsibility and risk. The small triangle poistdescribe the risk and reward separately, bedhase are
mechanisms that can increase the reward and dedreassk, such as government policy (e.g. allovghare
capital cooperatives to exist as a corporate gntfgnitoba Hydro policies (e.g. accept a 20-yeangr
purchase agreement that levelizes net cash for cmities), and non-government mechanisms (e.g.
deployment of the CPC that assists in technicalaghministrative details). This model was developét a
focus on features that are designed to minimizeansl maximize reward from the perspective of the
community.
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As a crown corporation, Manitoba Hydro is in a wagosition to partner with communities throughout
Manitoba to work toward a risk-reward balance fratvides appropriate benefits for all parties. sTimiodel
provides a mechanism to find that risk-reward baddoy leveraging the shared and transparent pnoafor

THE MODEL ISHIGHLY SCALABLE

The model is designed to work well for deploymefibath a single, small (~3 MW) community power @
and multiple larger community power projects oweret Manitoba Hydro indicated a desire to limit thverall
community power program in Manitoba to 3 MW (2 tags) for the time being, even though the provincia
government has publicly committed to a communityw@oprogram of 50 M\W. The scalability of our model
accommodates either scenario. The province andtbdenHydro could choose to launch a single initial
project, and stop adding new projects at that pmipafter certain criteria are met from the iipeoject,
commit to additional projects over time, thus emrgyithat the overall program is kept within ideietif
controls.

We recognize that policies change, governmentifigerchange, and external imperatives, such azat
policies change. In such an environment, a higireteof scalability is important.

In the simplest case in which Manitoba’s entire ommity power program consists of a single 3-5 MWjgct,
the CPC forms only one partnership with one LCP@that partnership manages the single 20-year giroje
The ongoing costs of operating the CPC are inclunéide pro forma for the project and are therefoctuded
in the negotiation of the pricing for the 20-yeamgr purchase agreement between Manitoba Hydrahend
partnership. The costs of operating the CPC arsignificantly higher than if the activities dfe¢ CPC were
rolled into the LCPO, and with a separate CPCstprificant advantages of growing the program tork
projects are retained, specifically the transparedeecks and balances, community returns, andfutbe
Sponsor to allow the sale of shares at any time.

If, at a later date, the Manitoba government antffanitoba Hydro agree to grow the program to mbhestone
project, as shown in figure 7, the single CPC wdatdh limited partnerships with multiple LCPOSs ithiwh
the single CPC acts as the general partner farajects and the LCPOs act as limited partnershieir
respective LCPO projects.

The first project would not be appreciably moreengive
than competing community-based approaches, betagise
activities that are assigned to the CPC (i.e. mliagitechnical
and financial expertise, establishing the abilityotly and sell Investment dollars

CPA Investor
(Manitoba Resident)

Return on investment

_________________________

shares, and de\{eloplng and maintaining the prgjget [ Commupity Power psociation |
forma) are required for every community-based reaisdey i| (General Partner for all Partnerships) i
energy project anyway, and there’s little thanisdrent in the i I : IS A | :
model that increases those operational costs beybatia T cro I Lero E Lcro |
competing community power project would incur. i| (Uimited 1| (Cimited |'| (Cimited [:
' Partner) i Partner) ' Partner) i
As more projects are added, the overall price ¢ kor L--L-";“;e-d--‘--[i;n;tgg--'---Li-rﬁit-ea--'
each subsequent project could be lowered, becaasg of Partnership ~ Partnership ~ Partnership
the fixed costs that are required to operate thé &f already # #2 #3
covered by the first project. The transparencthefmodel
allows Manitoba Hydro to understand where the djmral Figure 7. Limited Partnership structure allows

costs are incurred, and therefore allows all paitte multiple LCPOS to partner with the CPC

understand the level at which the price for subsatjprojects
needs to be set in order to achieve the overalhwomity power program’s financial goals. Becauséhid, the
model actually provides a way limver the per kWh costs as the community power progreows

2 Seehttp://www.gov.mb.ca/chc/press/top/2005/11/200521401. htmlfor the 2005 press release that describes Mangoarnment’s
commitment to community power: “In addition to th€00 MW, it is expected that another 50 MW willde aside for the development of
smaller, community-based projects.”
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THE MODEL OPERATES WITH MIGH DEGREE OFTRANSPARENCY

The CPC charter is set up in a way to ensure tithbioses its board of directors through a trarsgarocess,
publishing meeting minutes, posting detailed opegatosts publicly, committing to annual auditsgan
providing LCPO representation on the board of dimec The pro forma is shared with Manitoba Hyadvith
the government of Manitoba, and with the Sponsoorder to ensure a high degree of confidence by th
Investors and stakeholders that the overall programs efficiently and that the investment dollars safe.

The transparency also provides the opportunitysfakeholders to “tune” the program over time. biges may
suggest ways to streamline investor relations deoto maximize their returns, for instance. Omifizba

Hydro may leverage technology improvements sucih steart metering program in a community power @toje
location in order to observe conservation improvenpetential. Through transparency, a variety of
stakeholders will engage each other toward a mareessful community power program.

Finally, the transparency ensures that there’'saally @arning system in place should the prograneerpce
fiscal challenges. The transparency discouragehitting of important information and allows fortigating
activities to occur in a timely fashion. This wiklp prevent costly public-private investment itksts.

Here are some examples of how this transparenadsfibethe overall community power program:

By sharing the pro forma with Manitoba Hydro and government of Manitoba and the Sponsor, all
vested interests work toward a common goal ratiean in a competitive win-lose environment. This
results in an efficient program overall.

A clause in the partnership agreement between B@ &hd LCPO ensures that the local community can
choose not to renew the partnership agreementthf#e20-year power purchase agreement ends, stieuld
local community wish to return the site back toegréeld state. This protects communities in theglterm
from unwanted projects.

THE MODEL PROVIDESCHECKS ANDBALANCES

The use of a partnership arrangement ensures strargight of the LCPO. For example, if the LCPO
encounters local community political upheaval ttesults in significant dysfunction that may othessvi
threaten the viability of a project, the CPC haesability to step in and place the project in arfaf
“receivership” until the LCPO can be reformed tesessfully operate. Because the LCPO maintaiesibon
the board of directors of the CPC, the CPC isliks$y to trample on local community sensitivitiel this
manner, checks and balances are maintained fordogémizations. Also, the Sponsor, through itsdivested
interest, retains an incentive to ensure that tA€ @nd LCPO operate in a fiscally responsible mankmally,
through the transparency provided by the modellritiestors, who are elected to the CPC board, baxe
level of control over the operations of the CPC.

The CPC holds title to the capital equipment inghenership. This mechanism ensures that theésasseain
under investor control for the duration of the 2&ypower purchase agreement term. Phase 9 pfdfect
(setting aside financial resources to decommisthierproject and turn the location back into gresdddfstate)
ensures that the community has sufficient resouesmove remnants of the project should it chdoseturn
the site to greenfield state at the end of the @&-yerm. If the local community would like to prear with the
CPC and negotiate a new power purchase agreemiiAanitoba Hydro for another term, it may do so
without being pressured by the terms of the previmntract for any reason.

THE MODEL REDUCES THESIGNIFICANCE OFSPECIFIC LOCATION

Through the CPC, the specific location of projeatsdters little. For example, if Manitoba Hydro ets only one
project when multiple projects seek participatibe, communities associated with all of the unsisfabgrojects have
an opportunity to invest in the successful pragsahough the project were locally sited.
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Investors need not be required to live in a locatidgth a strong resource (e.g. strong wind regirsiage full
investment participation is allowed from any Mabicaresident in any location. For example, somdimme
Thompson can invest in a project in Brandon andivecall of the individual and community financisnefits
as though the project were local to Thompson. Tdasure allows investors from throughout the pnoeito
participate in community power, even if the windiree in his or her particular geographic regionas
suitable for development of a local project. Tieigture may also allow the program to expand itieoareas
such as biogas, biomass, and solar, that may h#ieeedt resource profiles in different geograpaieas
compared to wind.

THE MODEL BECOMES ANIMPORTANTSOURCE OFRURAL ECONOMIC
DEVELOPMENT

As shown in figure 8, a growing portion of the net
income farmers receive comes from non-farm
income. The medium shaded section in the lowest
portion of the graph shows the net income produced
by farming. In the mid-1980s, early 1990s, and eve
since 2001, the net income has been negative. The
light thin strip in the middle called “Program i g : ,
Payments” describes the government subsidies, and 1971 1976 1981 1986 1991 1996 2001
the graph shows that for the time periods descyibed _

farmers depend on government subsidies in order to N e o plShPOE TS
achieve positive income. The dark section atcblpe t Source: Census of Agriculture, CANSIM tables (002-
of the graph shows non-farm income. The overall 0001, 002-0009, 380-0056), AAFC calculations
non-farm income is significantly higher than is
healthy for a rural economy, and explains why we se
depopulation in our rural communities. The model
provides a way for farming communities to regain
vibrancy by providing a stable source of incomeféwmers and rural communities.

Non-farm income

Billions of dollars (2005 daollars)

Figure 8. Farmers are increasingly dependent on
non-farm income.

Through the community returns mechanism of this @hddcal rural investment dollars are tied to latmal
economic development.

THE MODEL LEVERAGESSHARED EXPERTS TOREDUCE THE RISK
FORALL INVESTORS

Assuming more than one community power project betis, this model provides value in the form ofstd
experts. Projects “going it alone” produce higtdyiable success profiles, and thus representaadsed risk
for all investors. This model, on the other hagmsures that key technical and financial expegscantralized.
This, in turn, allows higher investor confidencel dower risk for all investors in all projects.

THE MODEL ASSISTSMANITOBA' S CARBONREDUCTION STRATEGY

We import large amounts of non-renewable fossilsfé@r transportation, heating, and industrial gsses,
such as fertilizer production, all of which aretical to Manitoba’s long-term economic health (figare 9). In
comparing the amount of clean, renewable energgrigaur local communities to the amount of non-
renewable fossil fuel energy entering our commaasijtive can see that we have significant challeimgesr
future. Itis not a question of when we will runt @f fossil fuels. It is only a matter of wheh.is therefore
important to consider how we can begin to transitar Manitoba economy to clean forms of energy use
Changes in technology and activities associatek this transition are expected to be significaffor example,
we will likely see the widespread deployment ofgln electric vehicles in the future that will recpu
significantly larger amounts of renewable energy.the same time, the jurisdictions to whom we exptean
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electricity, for example, Minnesota, will similarbe seeking increases in the purchase of Manitathaén
hydro power.

2%
Other
26% 32%
Electricity Natural gas $2.5 Billion
Non-renewable
Renewable!

39%
Petroleum
Non-renewable

Figure 9. Two-thirds of Manitoba’s energy comes from non-renewable resources, such as natural gas and petroleum. This
represents $2.5 billion that leaves our local communities each year.
(Source: Manitoba Science, Technology, Energy and Mines)

It is not unreasonable to expect that renewableggrdemands will exceed existing sources of hydregr,
and further development of some other form of reaide/ energy, such as new hydro power or new wind
power, will need to be utilized.

This need for significantly reduced carbon andrtbéed for new sources of renewable energy are rthein
distant future. For example, Manitoba will neeattmform to the Federal government’s recently-anced
initiative in whichall Canadians are being asked to cut carbon emiskiohg% by 2020. That initiative is the
first stage in a transition away from non-renewdb#sil fuels that will be necessary for Manitoheothe long
term. The Manitoba government has already takeémportant leadership role toward carbon reduckign
participating in the Midwestern Greenhouse Gas At@907, and by participating in the Western Clienat
Change Initiative.

Utilizing Manitoba’s wind resources is an importanimponent of Manitoba’s energy future. This mode
provides a mechanism that involves our communitieeccomplishing that conversion in a manner thatits
in a supportive, community-oriented transition. frvesting wind power in our local communities, ca@
ensure that a larger portion of Manitoba’s hydropoean be exported, thus realizing maximum beffrefit
the export market. Locally sited community-baséddndevelopment may represent a win-win situatam f
both Manitoba Hydro and Manitoba communities.

CHALLENGES OF THE MODEL AND SOLUTIONS TO
THOSE CHALLENGES

MANAGINGLARGENUMBERS OFINVESTORS ISCOMPLICATED,
THANKLESS AND EXPENSIVE

The Toronto WindShare experience confirms thamh@agement of large numbers of investors is
complicated, thankless, and expensive. This iredudanagement of annual mailings, coordinatingrasting
annual member meetings, answering phone and emqaiiries associated with memberships, and maimgini
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records. This overhead directly absorbs dollaas Would otherwise be distributed to members agmston
their investment.

SOLUTION

The migration of membership responsibilities to @RC ensures that efficiencies of specializatiath an
economies of scale can be built into the systehme Staff of the CPC will have incentives to leverag
automation and implement measures to minimizertiesaiction costs, because the fewer dollars teagmant
on the CPC, the more dollars that go to communéiesinvestors. It is expected that centralizdthsoe will
be implemented for information dissemination ancherwrelations in order to maximize Investor besefit
Manitoba’s CPC is expected to coordinate with oftigsdictions with similar community power program
such as Ontario, New Brunswick, etc., on an apgréa¢echnology implementation and investor retaithat
leverages the same technology where it makes semsxample, through the coordinated developméat o
single web-based interface for all investors irjulkdictions.

ESTABLISHING THECPC IS EXPENSIVE

The initial costs and ongoing operational costeeiased with deploying the CPC are shown in AppeiAdi
Manitoba Hydro has conveyed to us that it beligti@s our model is expensive:

Manitoba Hydro is interested in community-baseddnprojects; however, the economics of such
projects make it difficult to consider a programeagensive as the model you've presented ... We are
working on a community wind pilot program with theent of establishing community wind test sites.
Due to the high cost of community wind projects filot program will likely be limited to 3 MW of
community wind in total.

- Letter from Bob Brennan, Manitoba Hydro CEO, &o6, 2008

SOLUTION

The high costs that differentiate community windjpcts from conventional wind projects are assediatith
economies of scale, which are elements that arenmmto all community-based projects, including finana
development, financial management, investment &etians, investor relations, annual tax reportary
financial audit management. This model is desiggwethat the costs incurred by the pilot programtoa
leveraged by subsequent projects. That leverageotde gained if Manitoba Hydro chooses to tréfédmnt
community power project submissions in isolatianireach other. Through use of this model, comriamit
throughout the province have the opportunity toigantly lower both the costs and risks of theall
program, particularly for projects that enter thhegvam after the initial project is operating. &jopting our
model, Manitoba Hydro will see overédiwer costs for community power than through an isolagspiest for
proposal (RFP) for a single 3 MW community powesject.

Manitoba Hydro needs to consider the long-term \aéew therefore the significant long-term financial
advantages to a centralized CPC. Even for a sB\§®V project, the additional costs associated with
centralized CPC is worth the significant advantagpsovides, such as allowing persons from anywherthe
province to invest in a specific project.

THE ROLE OF GOVERNMENT

The Manitoba government plays an important rolthéoverall governance of this model. The govemtme
supports the formation of the CPC as a legal ettidy is able to sell shares to the public throagiooperative-
based offering statement.
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The government also sets expectations for Maniktbjairo with regard to the overall viability of a comnity
power program. For example, the government cowddate that Manitoba Hydro target specific retieng.
12% returns at today’s interest rates) to commuymityer projects based on a transparent pro formatiated
between the CPC and Manitoba Hydro and revieweahhiynpartial third party.

The government also could optionally ensure thatGRC is designated as a recipient of carbon alfslédrs
for Canadian corporations or individuals who wiglvbluntarily contribute dollars representing carlodfsets
to an appropriate recipient. The CPC is an appatgrecipient for carbon offsets because the cadifset
donations it receives meet the desired outcomeneghrd to carbon offset programs, specificallgf the
dollars would be used to deploy renewable energjepts in cases where projects would not otherivse
deployed. For example, CPC carbon offset dollatdcccover the costs of a met tower in a lower meo
community with a promising wind regime that wouldotherwise be able to afford to erect a met tower.

In general, the provincial government has the tgtiiti provide guidance to Manitoba Hydro as a crown
corporation. Because wind turbines extract a ahtesource from Manitoba'’s rural areas, the govemt has
a responsibility to ensure that renewable energdyrers, Manitoba Hydro and ratepayers send aroppate
portion of benefits for that natural resource becthe rural communities from which that resourdginated.

COSTS OF THIS MODEL

CosTs TOLAUNCH ANDOPERATE THECPC

Appendix A to this model describes the specifids@ssociated with launching and operating the CPta
costs to Manitoba Hydro for a sample pilot proj@e shown below. It is important to note thaipatljects
subsequent to the first project will charge lessiiygh for the power to Manitoba Hydro because thed
costs associated with launching and operating € &re applied only to the first project.

The fixed costs associated with initially deployihg CPC argue for a larger pilot project, whileeentional
aspects of a pilot project program (e.g. start btnakork the kinks out of the system) argue fanaaller pilot
project. Because of this fixed cost requiremdrd,dmaller the pilot project, the higher the casésper kwWh to
Manitoba Hydro.

AVOIDANCE OFTAX SHIFTING RESULTS INMANITOBAHYDRO
PAYING AHIGHER PRICE

One of the important intended features of this rhaghat it encourages broad participation of wdiial
investors from across Manitoba, i.e. lower and n@ddcome earners must not be excluded from ppétimn
compared to high income earners. Canadian taxdanerally favour the pass-through of tax benédits
investors for renewable energy projects (examplelside the Canadian Renewable and ConservationnSgpe
[CRCE] and Capital Cost Allowance). Unfortunatahese flow-through tax benefits result in the asin of
the investment of lower and middle income persbaesause only the high income earners can levehagax
benefits that are required to make the projectsleia

The use of the partnership arrangement (descrilsesvkere in this model) allows the flexibility fire pass-
through of tax benefits to investors (conventicc@porations do not allow the pass-through of temdfits
while partnerships allow such tax benefits to bgspd to the individual investors, in this case evajive
members). Note that there is a significant dowssidthe pass-through of tax benefits. Specifjcaliere are
ongoing discussions in community power circles imitdorth America about whether or not tax benedits a
desirable tool for encouraging the developmentatmable energy projects, because tax benefitstkaif
burden of the higher costs of desired energy ssuroen the ratepayer to the taxpayer, which raisesssue of
tax fairness. Pass-through tax benefits also Miak@vestment less appealing to lower and miduterne
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investors who cannot take advantage of those ta&flie (and to whom the benefits of community power
programs should be equally targeted).

When viewed in the context of both taxpayers amepayers, in a system that leverages tax bentfipayers
are, in effect, subsidizing ratepayers. Foregtiiregpass-through of tax benefits results in ratefsgaying the
full costs of the electricity produced. The flelkily of our model accommodates either scenario.

Further analysis of the tax impacts of our modéll lmé completed as part of the deployment of thefprma
with the first project.

ESTIMATEDPRICE PER RWH TO MANITOBAHYDRO

The pro forma developed with this model uses @sassumptions in order to derive the requiredeptiat
Manitoba Hydro must pay in order for the power proed to make the community power projects vialblere
is a sample set of assumptions and the resulting:pr

Two turbines, each 1.5 MW, for a total project siZ& MW

A power purchase agreement for 20 years

Capital costs $7.800,000 ($2,600 per kW)

A turnkey vendor support contract for the life loé tturbines (priced at 1.5% of capital costs infitst
year, indexed to inflation of 2% per year in suhsay years)
50% debt and 50% equity financing

8% interest rate on the debt

7.9% cost of capital used for NPV (net present&pbtalculations
Professional fees (accounting and legal) of $13&0year

CPC fees of $20,000 per year

Loan term of 20 years

According to the model’s pro forma, the above agstions result in a price to Manitoba Hydro of
approximately $0.13 per kWh. Keep in mind thathiis number, tax benefits are intentionally notseats
through to investors in order to ensure that loiweome and middle income investors can particifigte in
the community power program. “What if” analysea é& performed using the model’s pro forma and
adjusting a variety of inputs in order to deriveioas associated prices. In this model, the detdithe pro
forma would be shared with Manitoba Hydro as p&the overall community power program.

REQUEST FOR PROPOSAL (RFP) APPROACH
CREATES CHALLENGES FOR COMMUNITY POWER

Manitoba Hydro has expressed its intention to $dsmitoba’s community power projects using a Restjfier
Proposal (RFP) approach. We prefer a “Collabogagipproach”, in which community power program aiée
are described up front, and communities activeljigipate in the process. The following table déses the
two approaches:
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(0]

Area of RFP Approach for Selecting Projects Collaborative Approach for Selecting

Concern (Manitoba Hydro is Considering) Projects (Preferred CPC Model)

Method by | Projects are chosen by Manitoba Hydro | Projects are chosen by Manitoba Hydro

which through a non-transparent process. The through a transparent, rules-based gating

specific results are likely to be perceived by process. A detailed description of a rules-|

projects are | communities as arbitrary, resulting in based gating process is shown in the “NeX

chosen overall community concern regarding Steps” section of this model. All

Manitoba’s community power program. | communities will have participated to a hig

degree, and will have had the opportunity
understand why a specific project proposa
was or wasn'’t successful.

Cost Communities compete against each othgrCommunities coordinate with each other and

in a “winner takes all” RFP approach. Al
communities that participate pay high up
front costs, because each community mu
develop a detailed proposal from scratch
and in isolation from other communities
against whom they are competing.
Because all communities except the

winning community have no way to recolispecific project’s standing in the competition

the significant financial (and volunteer
time) costs, the entire community power
program is inefficient and expensive.

share information based on a set of explic
- ground rules. The ground rules will result
stommunities working together to provide
more objective evidence of which proposal
should move forward. The costs to
communities that don’t get a project built
locally will be minimized, because the

relative to the rules will be clear early in th
process.

t
n

a)

Under the collaborative approach, communities Hageopportunity to communicate with other commusiti
and potentially engage in self-selection of prggeddecause in this model the specific projecttiooaof a
project matters little, as described in the sectitbed “The Model Reduces the Importance of Specif
Location”, the self-selecting process for commusitis expected to be far less controversial than if
communities were competing against each othesimale RFP approach.

A detailed description of a collaborative approectiescribed in the “Next Steps” section of thisdelo

MANITOBA HYDRO IS UNIQUELY AND POSITIVELY
SUITED FOR THIS MODEL

As a crown corporation, Manitoba Hydro is requitedjive some priority to public benefit. This ré&sun an
excellent environment in which to launch a commypitwer program. Also, because Manitoba Hydro
manages generation, transmission, distribution ratal sales, it can consider the total systentscaisd

benefits of any new development, which is differtrain, for example, a jurisdiction in which one amgation
seeking to build generation capacity relies onfi@idint party for transmission and/or distribution.

WIND AND HYDRO ASCOMPLEMENTARYENERGYSOURCES

Manitoba’s power supply is highly variable, depemgdon weather conditions that affect water levels.
Electrical supply to Manitoba customers in the régmst varied from a high of 37.6 TWh (2006) o of
19.3 TWh (2004), resulting in net income that vdrfi®m $420 million (2006) to -$428 million (2004Hue to
the wide variability of water flows in our riversoin year to year, wind in general complements hyahwer.
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ENERGY NEIGHBOURHOODS

Developing a strong community program as descnbékis document will provide Manitobans with a o
connection to our power use. Through deploymerboaimunity-based, distributed generation, our rural
communities have a unique mechanism to connecatcheepts of electricity supply and electricity dewhdhat
would not otherwise be apparent. We believe tredsureable improvements in conservation and effigie
will result from the deployment of local sourcesefiewable energy.

The connection between supply and demand can tieefutenhanced by community decision-making based on
the substation to which each local resident belogs instance, if a cluster of two turbines tediin local

rural municipality’s substation, then the Investatso live in the geographic area defined by therlauies of
that substation’s footprint form a logical groupiofiy‘energy neighbours”. Those energy neighbofarsthe

first time, have the opportunity to understandwed conditions in which the energy neighbourhoodavhich
they belong is exporting power to the grid compaoeathen the same energy neighbourhood is importing
power from the grid. This connection between syjapid demand allows the energy neighbours to aigdle
themselves toward developing a more carbon néelifgstyle. A similar concept is being discussedha
Northeastern US, initiated by the US EPA, calleziGommunity Energy Challenge
(http://www.epa.gov/NE/eco/energy/energy-challengelhin which communities (energy neighbours) are
being challenged to cut their carbon emiss@sms community Manitoba, through use of this model, deploying
distributed, community-based generation, has therpial to carry the concept of energy neighboara hew

and exciting level.

CARBON OFFSETS AND CARBON CREDITS

THE CARBONOFFSETPROVIDER AS APOSSIBLESOURCE OFFUNDS

Carbon offsetting is the act of mitigating ("offsey/") greenhouse gas emissions. A well-known eXarigpthe
purchase of carbon offsets to compensate for thenflouse gas emissions caused by personal aik. trave

The concept of paying for emissions reductions thie¢ place elsewhere instead of reducing one's own
emissions is related to the concept of emissiadirig. However, in contrast to emissions tradinigictv is
regulated by a strict formal and legal framewowdsbon offsetting refers to voluntary acts by indiwls or
companies that are arranged by commercial or meprfafit carbon-offset providers.

The government of Manitoba has a strong incentiwdesignate the CPC as the preferred destinatiocafbon
offsets for Manitoba businesses and individualgterfollowing reasons:

1) The CPC provides the highest quality use of cadftsets known, called “additionality”: every dollar
added to the CPC results in increased deploymectraimunity-based renewable energy that wouldn’t
otherwise be developed

2) The CPC is an efficient mechanism, because itdestentralized pool of dollars allows a “one stop
shop” investment mechanism that results in bentfitaultiple projects in various geographic regions
within the province at the same time

3) The CPC provides a high level of transparency vétiard to its investment in new renewable energy
production and the associated rural economic devedmt

The CPC could launch a marketing campaign to olftaids from carbon offset organizations that may be
doing business in Manitoba.

Manitoba carbon-intensive industries could voluihtanvest in the CPC as a mechanism to offsetrtb@ibon
emissions. The companies that participate hegmgthen Manitoba in three ways: (a) carbon offsliats
don't leave the province, (b) direct investmentizde into rural economic development enhancemends(c)
contributions directly result in more rapid devetmmt of renewable energy within the province.
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Note that some carbon offset schemes have be@izait for using non-transparent or fraudulent radthin
their calculation of emissions reductions. Thisdelpbecause of its transparency, avoids thatemgdl. Also,
with this model, the condition of “additionality’salefined in the carbon reduction treaties, suchas
Copenhagen Accord, is clearly met. In other woadilitional carbon offset dollars contributed te @PC
result in a direct increase in deployment of rertdez@ommunity energy projects that would not othsevhave
occurred.

UNBUNDLING CARBONCREDITS FROMELECTRICITYPRODUCTION

While carboroffsetsassist the CPC in building new renewable energjepts, carborreditsare in the domain
of the projects that are producing electricity. ri@uatly, community projects are being paid only thee energy
component of generated power. Over the next fearsydecause of climate change concerns, legislatio
expected to be introduced in various jurisdictitre will impose penalties on industries that exicgellution
levels stipulated in legislation. These mandatdiscreate a carbon economy that is conservatiestymated to
be $40 per ton by 2020. Carbon credits could teindled from energy contracts and their value écbat
separately from the energy component for each camitgnpower project, in order to allow the developitseto
capture the full value of each project’s econongtue (the energy value and the carbon credit valligg
benefits of such carbon credits should accruedd.ttal Community Power Organizations. Manitobaisl
communities should be allowed to consider carbedits as part of the contributions we are makimgubh
the development of the renewable energy projeetsviie have initiated.

NEXT STEPS

The emerging LCPOs in Manitoba, Manitoba Hydro treManitoba government should work together to
launch the CPC according to the budget that has teeeloped in Appendix A. Specific activities ae
follows:

1. The emerging LCPOs secure the support of the gavenhof Manitoba and Manitoba Hydro for
deploying the community power program as describetis document.

2. The government of Manitoba appoints an impartialh@wnity Power Oversight Committee to direct
Manitoba Hydro to deploy the Manitoba community poywrogram as described in this document.
The Community Power Oversight Committee acts agrhiter between the CPC and Manitoba Hydro
as necessary over the life of the Manitoba commyatver program.

3. The emerging LCPOs establish the volunteer Boaiimfctors for the CPC.

4. The CPC Board of Directors develops the chartertataws for the CPC, consistent with the content
of this document.

5. The CPC Board of Directors hires (or contracts)Bkecutive Director for the CPC.

6. The CPC, through the Executive Director and underdirection of the CPC Board of Directors,
manages the detailed pro forma that is consistéhttie elements described in this document,
consulting with financial and legal experts as ssaey.

7. The CPC and Manitoba Hydro jointly review the poonfia and ensure that the needs of the Investors
and Manitoba Hydro are met. The Community Poweer@ight Committee may be called in by one
or both parties in order to arbitrate the discussio order to come to conclusion in a timely manne

8. Manitoba Hydro publishes the criteria it intendsise in the selection of the initial project looati
The CPC is allowed to comment on the criteria, i@isk issues to the Community Power Oversight
Committee for arbitration.

9. Manitoba Hydro publishes a general invitation fibdl &P Os to submit a brief (1-2 pages) description
of one or more proposed 3-5 MW projects by a spatileadline. All submissions would be made
public.

10. Manitoba Hydro reviews the submissions and pubdisteeinitial comments on all proposals,
specifying which proposal it is likely to pick atite reasons for its position.
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11. The LCPOs provide additional information to Manidydro about the specific initial projects in
order to assist Manitoba Hydro in making its fidatision. Manitoba Hydro hosts at least one public
meeting at which participating LCPOs may providditidnal information for final consideration.

12. Manitoba Hydro makes the final determination aw/iich project gets selected for the initial project

13. The CPC ensures that each LCPO that participattkiprocess receives equal priority opportunity
for its community members to participate as Inviesto the initial project.

After the initial project is built, the initial pject funds the CPC operations through the saléeotrécity to
Manitoba Hydro as specified in the pro forma. NdHer direct public or foundation financing of t8®C is
required. A publicly-available review of the imitiproject’s progress (risks, constraints, andasywould be

provided by the CPC and LCPO partnership quartantit at least a year after the initial project gdige, and
would occur annually after that.

ABOUT Us

MANITOBASUSTAINABLEENERGYASSOCIATION

The Manitoba Sustainable Energy Association (ManBka#s formed in 2005 in order to encourage
development of sustainable energy in the province.

More information about ManSEA is availablehditp://www.mansea.org

ELTON ENERGY

In 2006, Elton Energy Cooperative (EEC) was fornmethe Rural Municipality (RM) of Elton, Manitobayith
a mission to deploy community-based renewable gremgjects. We sought to develop projects in a thay
would ensure long-term rural economic developmedt@mmunity participation. We believed that the
delivery of renewable energy would be most benafificommunities worked cooperatively with eachent
rather than competitively against one another. @uwperative was based therefore on the princidles
transparency, cooperation, and outreach, and fir@szples were written into our vision and mission
statements. We received strong local communitpstigdor our approach.

In 2007, we received a grant from the federal gowvemt’s Cooperative Development Initiative to reskdhe
feasibility of developing a cooperative-based resigie energy project in Manitoba. That fundingwatd us
to host a workshop in January 2008 that broughdttogy North America’s best known experts in commyuni
based energy development from British Columbia,i@aeMinnesota and Ontario in order to developesthb
concepts” approach for community power in Manittiet leveraged what was known in other jurisdiction

In 2008, we refined our model, receiving significamkind support from Manitoba Agriculture, Foodcda

Rural Initiatives (MAFRI). We met multiple timestiv Manitoba’s Science, Technology, Energy and Mine
(STEM), with the CEO of Manitoba Hydro, with Marita Hydro’s distribution staff, with the First Peejs
Economic Growth Fund, and with numerous communttiesughout Southwestern Manitoba, including the
Brandon City Council, the Melita Area Economic Dieyament Corporation, the RM of Blanshard, the RM of
Sifton and the Town of Oak Lake. We also sectmehal support for our model from Assiniboine
Community College (ACC), Keystone Agricultural Puogrs (KAP) and the Association of Manitoba
Municipalities (AMM).

In 2009, we developed brochures describing bothrEinergy and our model (available on our web ,siedl
we introduced our model to a wider audience, spept the AMM annual meeting, Ag Days, Capturing
Opportunities Forum, and at ACC'’s Prairie Innovatieorum.

More information about Elton Energy is availabléntib://www.eltonenergy.org
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Laurence Lafond
lafond7@gmail.com
204-941-5300

Dan Mazier
d-n-maz-ier@inetlink.ca
204-763-4646

Carl Cunningham
ccunning@mts.net
204-571-6177
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APPENDIX A:
BUDGET REQUIRED TO LAUNCH THE CPC
(Assumes initial project goes live in 2011)

Yr Ending Yr Ending
31-Dec 31-Dec

Project Costs (prior to the launch of the pilot prgect) 2010 2011
Facility and Equip Rental - Community Meetings 600 1,200
Communications - Printing, Advertising, Website 1,200 2,400
Project Coordination and Management 12,000 24,0001
Professional and Consultant 75,000 88,0002
Total 88,800 115,600

Grand Total 204,400

1 Project Coordination and Manage meinicludes the following specific activities:
Engage communities throughout Manitoba in ordeartivide information about the model
Engage academic and business professionals towévéemodel
Engage Manitoba Hydro and the Government of Maaitimbensure that concerns are resolved
Engage other jurisdictions to investigate viabibfycreating a single CPC across multiple jurisditg

2 Professional and Consultaribcludes the following specific activities:
Secure legal assistance
Secure accounting assistance
Develop interactive web site to manage CPC Investor
Refine the pro forma to meet the model requirements
Develop community returns disbursement policy

Costs and timelines can be greatly reduced througimd contributions. Specifically, if supportianitoba
corporations and/or the provincial government wereffer in kind contributions for professional aoatant imeand
professional legal review, the above costs coultebeced substantially, and the timeline for deplest of Manitoba's
community power program could be shortened.

In order to reduce ongoing CPIF operational cgsistnering with another jurisdiction is being intigated. For
example, if the Manitoba initial LCPO partners w@intario LCPOs that require similar CPC servidesntthe
administrative overhead, such as salaries, ofticeat, phone, liability insurance, web site hostiirgancial audit costs,
etc. would be prorated across multiple projecesiehy reducing the overall costs to the LCPOs th haisdictions.

COMMUNITY POWER INVESTMENT MODEL PAGE29



