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AGC
ALF
aMW
AMNR
ANR
ASC
BiOp
BPA
Btu
CDD
CDQ
CGS
CHWM
Commission
Corps or USACE
COSA
CcOou
Council
CRAC
CSP
CT

CYy
DDC
dec
DERBS
DFS
DOE
DSI
DSO
EIA
EIS

EN
EPP
ESA
e-Tag
FBS
FCRPS
FCRTS
FELCC
FORS
FPS

FY
GARD

COMMONLY USED ACRONYMS

Automatic Generation Control

Agency Load Forecast (computer model)
average megawatt(s)

Accumulated Modified Net Revenues
Accumulated Net Revenues

Average System Cost

Biological Opinion

Bonneville Power Administration

British thermal unit

cooling degree day(s)

Contract Demand Quantity

Columbia Generating Station

Contract High Water Mark

Federal Energy Regulatory Commission
U.S. Army Corps of Engineers

Cost of Service Analysis

consumer-owned utility

Northwest Power and Conservation Council
Cost Recovery Adjustment Clause
Customer System Peak

combustion turbine

calendar year (January through December)
Dividend Distribution Clause

decrease, decrement, or decremental
Dispatchable Energy Resource Balancing Service
Diurnal Flattening Service

Department of Energy

direct-service industrial customer or direct-service industry

Dispatcher Standing Order

Energy Information Administration
Environmental Impact Statement

Energy Northwest, Inc.

Environmentally Preferred Power
Endangered Species Act

electronic interchange transaction information
Federal base system

Federal Columbia River Power System
Federal Columbia River Transmission System
firm energy load carrying capability

Forced Outage Reserve Service

Firm Power Products and Services (rate)
fiscal year (October through September)
Generation and Reserves Dispatch (computer model)
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GEP
GRSPs
GTA
GWh
HDD
HLH
HOSS
HYDSIM
ICE

inc
10U

1P

IPR
IRD
JOE
kW
kWh
LDD
LLH
LRA
Maf
Mid-C
MMBtu
MNR
MRNR
MW
MWh
NEPA
NERC
NFB

NLSL
NMFS
NOAA Fisheries

NORM
Northwest Power Act

NPV
NR
NT
NTSA
NUG
NWPP
OATT

Green Energy Premium

General Rate Schedule Provisions

General Transfer Agreement

gigawatthour

heating degree day(s)

Heavy Load Hour(s)

Hourly Operating and Scheduling Simulator (computer model)
Hydro Simulation (computer model)

Intercontinental Exchange

increase, increment, or incremental

investor-owned utility

Industrial Firm Power (rate)

Integrated Program Review

Irrigation Rate Discount

Joint Operating Entity

kilowatt (1000 watts)

kilowatthour

Low Density Discount

Light Load Hour(s)

Load Reduction Agreement

million acre-feet

Mid-Columbia

million British thermal units

Modified Net Revenues

Minimum Required Net Revenue

megawatt (1 million watts)

megawatthour

National Environmental Policy Act

North American Electric Reliability Corporation
National Marine Fisheries Service (NMFS) Federal Columbia
River Power System (FCRPS) Biological Opinion (BiOp)
New Large Single Load

National Marine Fisheries Service

National Oceanographic and Atmospheric Administration
Fisheries

Non-Operating Risk Model (computer model)

Pacific Northwest Electric Power Planning and Conservation
Act

net present value

New Resource Firm Power (rate)

Network Transmission

Non-Treaty Storage Agreement

non-utility generation

Northwest Power Pool

Open Access Transmission Tariff
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Oo&M
OMB
0)'

PF

PFp

PFx
PNCA
PNRR
PNW
POD
POI
POM
POR
Project Act
PRS

PS

PSW
PTP
PUD
RAM
RAS
RD
REC
Reclamation or USBR
REP
RevSim
RFA
RHWM
RiskMod
RiskSim
ROD
RPSA
RR

RSS
RTISC
RTO
SCADA
SCS
Slice
TISFCO
TCMS
TOCA
TPP

Transmission System Act

TRL

operation and maintenance

Office of Management and Budget

operating year (August through July)

Priority Firm Power (rate)

Priority Firm Public (rate)

Priority Firm Exchange (rate)

Pacific Northwest Coordination Agreement
Planned Net Revenues for Risk

Pacific Northwest

Point of Delivery

Point of Integration or Point of Interconnection
Point of Metering

Point of Receipt

Bonneville Project Act

Power Rates Study

BPA Power Services

Pacific Southwest

Point to Point Transmission (rate)

public or people’s utility district

Rate Analysis Model (computer model)
Remedial Action Scheme

Regional Dialogue

Renewable Energy Certificate

U.S. Bureau of Reclamation

Residential Exchange Program

Revenue Simulation Model (component of RiskMod)
Revenue Forecast Application (database)

Rate Period High Water Mark

Risk Analysis Model (computer model)

Risk Simulation Model (component of RiskMod)
Record of Decision

Residential Purchase and Sale Agreement
Resource Replacement (rate)

Resource Support Services

RHWM Tier 1 System Capability

Regional Transmission Operator

Supervisory Control and Data Acquisition
Secondary Crediting Service

Slice of the System (product)

Tier 1 System Firm Critical Output
Transmission Curtailment Management Service
Tier 1 Cost Allocator

Treasury Payment Probability

Federal Columbia River Transmission System Act
Total Retail Load
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TRM

TS

TSS

UAI

ULS

USACE or Corps
USBR or Reclamation
USFWS

VERBS

VOR

WECC

WIT

WSPP

Tiered Rate Methodology

BPA Transmission Services

Transmission Scheduling Service

Unauthorized Increase

Unanticipated Load Service

U.S. Army Corps of Engineers

U.S. Bureau of Reclamation

U.S. Fish and Wildlife Service

Variable Energy Resources Balancing Service (rate)
Value of Reserves

Western Electricity Coordinating Council (formerly WSCC)
Wind Integration Team

Western Systems Power Pool
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PARTY ABBREVIATIONS
AND JOINT PARTY DESIGNATION CODES

Alcoa Alcoa, Inc.

APAC Association of Public Agency Customers

Avista Avista Corporation

Benton Benton County Public Utility District No. 1

Canby Canby Utility Board

Cowlitz Cowlitz County Public Utility District No. 1

EWEB Eugene Water & Electric Board

Franklin Franklin County Public Utility District No. 1

Grant Grant County Public Utility District No. 1

IPC Idaho Power Company

Idaho PUC or IPUC Idaho Public Utilities Commission

MSR M-S-R Public Power Agency

NRU Northwest Requirements Utilities

PNGC Pacific Northwest Generating Cooperative

PacifiCorp PacifiCorp

Pend Oreille Pend Oreille County Public Utility District No. 1

PGE Portland General Electric

PPC Public Power Council

OPUC Public Utility Commission of Oregon

PSE Puget Sound Energy

Seattle City of Seattle — Seattle City Light

Snohomish Snohomish County Public Utility District No. 1

Tacoma City of Tacoma/Tacoma Power

WMG&T Western Montana Electric Generating and Transmission
Cooperative

WPAG Western Public Agencies Group
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Joint Party 1 (JP01) comprises:
Benton County PUD (BC)

Cowlitz County PUD (CO)

Eugene Water & Electricity Board (EW)
Northwest Requirements Utilities (NR)
Public Power Council (PP)

City of Seattle — Seattle City Light (SE)
Snohomish County PUD (SN)

City of Tacoma — Tacoma Power (TA)

Joint Party 2 (JP02) comprises:

Benton County PUD (BC)

Cowlitz County PUD (CO)

Eugene Water & Electricity Board (EW)

Northwest Requirements Utilities and Members (NR)

Pacific Northwest Generating Cooperative and its Members (PN)
Public Power Council (PP)

City of Seattle — Seattle City Light (SE)

Snohomish County PUD (SN)

City of Tacoma — Tacoma Power (TA)

Joint Party 3 (JP03) comprises:
Joint Party 3 was inadvertently created. Parties have been disassociated and JP03 does not exist
for this proceeding.

Joint Party 4 (JP04) comprises:

Avista Corporation (AC)

Idaho Power Company (IP)

PacifiCorp (PC)

Portland General Electric Company (PG)
Puget Sound Energy, Inc (PS)

Joint Party 5 (JP05) comprises:

Avista Corporation (AC)

Benton County PUD (BC)

Cowlitz County PUD (CO)

Eugene Water & Electricity Board (EW)

Idaho Public Utilities Commission (ID)

Idaho Power Company (IP)

Northwest Requirements Utilities and Members (NR)
PacifiCorp (PC)

Portland General Electric Company (PG)

Pacific Northwest Generating Cooperative and its Members (PN)
Public Power Council (PP)

Puget Sound Energy, Inc (PS)
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Public Utility Commission of Oregon (PU)
City of Seattle — Seattle City of Light (SE)
Snohomish County PUD (SN)

City of Tacoma — Tacoma Power (TA)
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STATEMENT OF THE ADMINISTRATOR

It has been over a decade since BPA last considered a settlement of the Residential Exchange
Program (REP) established by section 5(c) of the Northwest Power Act. As most of those
reading this Record of Decision will be aware, BPA’s previous attempt at resolving the REP was
not broadly supported in the region and resulted in the filing of numerous lawsuits with the
United States Court of Appeals for the Ninth Circuit. The history of the ensuing litigation and
the various proceedings and hearings that BPA conducted in response to the Court rulings will be
described in greater detail in this Record of Decision. Suffice it to say, no other statutory
provision of the Northwest Power Act has engendered more litigation and contentiousness than
the REP, with 56 petitions for review now pending before the Court. As we have worked
through these issues over the various proceedings, I can state with certainty that I have spent
countless hours and have dedicated dozens of agency staff to considering the parties’ respective
and, often, completely divergent views on the proper implementation and rate treatment of the
REP.

In 2008, as I was making my final findings in the most controversial of the REP records of
decision, I took the unprecedented step of addressing the region in a personal statement. In that
statement, I appealed to the litigating parties to find a path that would avoid embroiling the
region in perpetual litigation and uncertainty over BPA’s rates and the REP. At the end of my
statement, I called on the parties to work together to find another lawful way:

This has been a very difficult undertaking, fraught with complexity and with large
financial stakes. I believe we have done the best we could do to find a legally
sustainable and politically equitable solution (in that order) to the challenge
provided by the Ninth Circuit. Nevertheless, I would suggest there remains
considerable uncertainty for the parties as to how REP issues may evolve in the
future. For that reason I continue to urge the parties to work towards a lawful
settlement that will provide greater long-term certainty and, because it will be
defined by the parties, greater political equity than what any single Administrator,
acting within the confines of the law, can provide.

See 2007 Supplemental Wholesale Power Rate Case, Administrator’s Final Record of Decision
(WP-07 Supplemental ROD), WP-07-A-05, at xx-xxi.

In response to this call, the parties have answered with the 2012 Residential Exchange Program
Settlement. I will leave it to the balance of this Record of Decision to discuss my findings on the
legal, factual, and policy merits of the Settlement. Here, however, I would like to express my
gratitude to the parties for their dedication and collaboration in providing an alternative to the
contentious legal challenges that have come to define the REP. The fact that the Settlement is
supported by all six regional investor-owned utilities (IOUs), consumer-owned utilities (COUs)
representing 88.1 percent of BPA’s load, three state utility commissions, a number of COU
representative groups, and a retail ratepayer advocacy group, who no more than a year and a half
ago were locked in an epic legal battle before the Court over the REP, is a testament to the
diligence, commitment, and excellent work of the negotiating parties. Together, this coalition of
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interests represents entities that serve roughly 93 percent of the load in the Pacific Northwest
region. I commend the negotiating parties for the enormous effort they put into the Settlement to
achieve this level of support. I want to thank all of those involved for your hard work and
perseverance through difficult and lengthy negotiations. The region is well-served due to your
efforts.
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1.0 INTRODUCTION

1.1 Summary Narrative

“It was the best of times, it was the worst of times ....” See Residential Exchange Program
Settlement Agreement Evaluation and Analysis Study, REP-12-E-BPA-01, at 1 (Evaluation
Study), quoting in part Charles Dickens, A TALE OF TWO CITIES, at 13 (Signet Classic 1997)
(1859).

The past decade has not been, in many respects, the best of times for the Bonneville Power
Administration (BPA) with regard to its implementation of the statutory exchange program
established by section 5(c) of the Pacific Northwest Electric Power Planning and Conservation
Act (Northwest Power Act), known as the Residential Exchange Program (REP). 16 U.S.C.

§ 839¢c(c)(1). For the better part of the last decade, BPA, six regional investor-owned utilities
(IOUs), over a hundred consumer-owned utilities (COUs), and many other regional parties have
been locked in continuous litigation over BPA’s implementation of the REP. During this period,
BPA has issued 15 records of decision (RODs) relating to the REP, many of which were
challenged by parties in the U.S. Court of Appeals for the Ninth Circuit (Ninth Circuit or Court).
The legacy of these contentious legal battles is three published court decisions, five unpublished
opinions, two remands, and 56 newly filed petitions with the Court. With the closing of the
litigious 2000-2010 period, BPA and the region are now facing yet another decade of
contentious litigation and uncertainty over the REP.

Better times, however, may yet lie ahead. In December of 2010, a number of regional parties
presented BPA with a proposed settlement of the existing REP-related disputes that would
replace BPA’s disputed implementation of the REP with a negotiated compromise. This
settlement, the 2012 Residential Exchange Program Settlement (“2012 REP Settlement” or
“Settlement”),’ reflects the efforts of a broad coalition of regional parties to replace the cycle of
instability and litigation over the REP with stability and certainty for the benefit of all regional
ratepayers. These parties, which include six IOUs, three state utility commissions, a number of
COU representative groups, a retail ratepayer advocacy group, and COUs representing

88.1 percent of BPA’s load, have asked BPA to join their efforts in ending the litigation and
controversy over the REP by adopting the Settlement. In response to these parties’ request for
BPA to accept the Settlement, BPA has conducted this proceeding.

The purpose of the Residential Exchange Program Settlement Proceeding (REP-12) is to provide
a forum for BPA and regional parties to consider and evaluate the legal, factual, and policy
merits of the 2012 REP Settlement. See Proposed Residential Exchange Program Settlement
Agreement Proceeding (REP-12); Public Hearing and Opportunities for Public Review and
Comment, 75 Fed. Reg. 78694, at 78702 (2010). Most importantly, before the Administrator
may consider signing the proposed Settlement, he must find that the Settlement complies with
the statutory restrictions and protections set forth in the Northwest Power Act. 1d. To that end,

' The Settlement is referred to as the “2012 REP Settlement” because REP benefits under the Settlement’s terms
begin in FY 2012.
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BPA Staff and regional parties have spent the past seven months in the formal REP-12 hearing
exploring the statutory and technical merits of the proposed Settlement. The resulting record
developed in this case reflects the positions of a wide group of parties and contains the full
panoply of issues and viewpoints on the statutory questions presented by the Settlement.

The evidentiary record is now complete. The Administrator has reviewed the evidence and the
arguments of the parties in their briefs. As will be explained throughout this Record of Decision
(ROD), the Administrator’s decision is that the Settlement complies with BPA’s statutory
directives and should be adopted. The basis for this decision, and the Administrator’s findings
and conclusions on the legal, factual, and policy issues raised by the parties in this proceeding,
are addressed in this ROD.

1.2 Background of the Residential Exchange Program

1.2.1 Section 5(c) of the Northwest Power Act

The Residential Exchange Program (REP) was established in section 5(c) of the Northwest
Power Act to provide residential and small farm customers of Pacific Northwest (PNW or
regional) utilities a form of access to low-cost Federal power. Both investor-owned utilities
(IOUs) and consumer-owned utilities (COUs) can participate in the REP, when meeting
qualification standards. Section 5(¢) requires that:

[w]henever a Pacific Northwest electric utility offers to sell electric power to the
Administrator at the average system cost of that utility’s resources in each year,
the Administrator shall acquire by purchase such power and shall offer, in
exchange, to sell an equivalent amount of electric power to such utility for resale
to that utility’s residential users within the region.

16 U.S.C. § 839¢c(c)(1). Under t