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TESTIMONY of 1 
 2 

CARIE E. LEE, JANICE A. JOHNSON, BYRNE LOVELL, and TIMOTHY C. ROBERTS 3 
 4 

Witnesses for Bonneville Power Administration 5 

 6 

SUBJECT: SLICE REVENUE REQUIREMENT AND RATE 7 

SECTION 1: INTRODUCTION AND PURPOSE OF TESTIMONY 8 

Q. Please state your names and qualifications. 9 

A. My name is Carie E. Lee, and my qualifications are contained in WP-10-Q-BPA-35. 10 

A. My name is Janice A. Johnson, and my qualifications are contained in 11 

WP-10-Q-BPA-31. 12 

A. My name is Byrne Lovell, and my qualifications are contained in WP-10-Q-BPA-38. 13 

A. My name is Timothy C. Roberts, and my qualifications are contained in 14 

WP-10-Q-BPA-51. 15 

Q. What is the purpose of your testimony? 16 

A. The purpose of this testimony is to:  1) describe the Slice Revenue Requirement for 17 

FY 2010-2011 and the calculation of the Slice rate; 2) describe the treatment of certain 18 

expenses in the calculation of the Slice True-Up Adjustment Charge; 3) explain the 19 

potential cost shift related to the forecast Slice True-Up Adjustment Charge; 4) describe 20 

the adjustments to the Slice True-Up for the return of FY 2002-2006 Lookback Amounts; 21 

and 5) sponsor portions of the Wholesale Power Rate Development Study (WPRDS), 22 

WP-10-E-BPA-05, and the 2010 Wholesale Power Rate Schedules and General Rate 23 

Schedule Provisions (GRSPs), WP-10-E-BPA-07, related to the Slice rate development 24 

and the Slice True-Up. 25 

Q. How is your testimony organized? 26 

A. This testimony contains eight sections, including this introductory section.  Section 2 27 

describes the Slice Revenue Requirement and Slice Rate.  Section 3 describes the Slice 28 
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True-Up and the treatment of certain expenses.  Section 4 describes the Slice True-Up 1 

and a related potential cost shift.  Section 5 describes the costs of DSI service.  Section 6 2 

describes the treatment of revenues from generation inputs for integration of wind 3 

generation.  Section 7 describes the adjustments to the Slice True-Up for the return of FY 4 

2002-2006 Lookback Amounts.  Section 8 describes the changes to the Methodology to 5 

Calculate Slice Rate and Slice True-Up Adjustment Charge (Slice Rate Methodology).  6 

The Attachment, Table 1, Slice Product Costing and True-Up Table, follows these 7 

sections. 8 

 9 

SECTION 2: SLICE REVENUE REQUIREMENT AND SLICE RATE 10 

Q. What is the Slice Revenue Requirement? 11 

A. The Slice Revenue Requirement is the list of expenses and revenue credits used to 12 

calculate the Slice rate.  The Slice Revenue Requirement includes the same expenses and 13 

revenue credits that are included in BPA’s generation revenue requirement, with certain 14 

limited exclusions.  Table 1, the Slice Product Costing and True-Up Table, the 15 

attachment to this testimony, contains the Slice Revenue Requirement for this Initial 16 

Proposal that is the basis for the proposed FY 2010-2011 Slice rate. 17 

Q. Are you proposing revisions to the Slice Revenue Requirement for FY 2010-2011? 18 

A. Yes. 19 

Q. Why are you revising the Slice Revenue Requirement for FY 2010-2011? 20 

A. We propose revisions to the Slice Revenue Requirement for FY 2010-2011 to reflect the 21 

updates to the generation revenue requirement.  See Lennox, et al., WP-10-E-BPA-12. 22 

Q. Are you proposing changes to the method used to calculate the Slice rate? 23 

A. No. 24 
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Q. Please explain how the Slice rate is calculated. 1 

A. To calculate the Slice rate, the total dollar amounts for each fiscal year of the Slice 2 

Revenue Requirement are summed and divided by 24 months (the number of months in 3 

the rate period); that quotient is divided by 100 to obtain the monthly base Slice rate per 4 

one percent of Slice product purchased. 5 

Q. How much is the monthly Slice rate per percent of Slice product purchased? 6 

A. For the Initial Proposal, the proposed monthly Slice rate is $2,049,762 per one percent 7 

Slice product purchased for FY 2010-2011. 8 

 9 

SECTION 3: SLICE TRUE-UP AND TREATMENT OF CERTAIN EXPENSES 10 

Q. What is the Slice True-Up? 11 

A. The Slice True-Up is a process that ensures that Slice customers pay their share of Power 12 

Services’ actual expenses and receive their share of actual revenue credits applicable to 13 

the Slice Revenue Requirement. 14 

Q. How is the Slice True-Up Amount calculated? 15 

A. To calculate the Slice True-Up Amount for a given fiscal year, the average of the annual 16 

Slice Revenue Requirements for the applicable rate period is subtracted from the Actual 17 

Slice Revenue Requirement for that fiscal year.  The Actual Slice Revenue Requirement 18 

is comprised of audited actual financial data in the cost categories constituting the Slice 19 

Revenue Requirement.  The difference between the Actual Slice Revenue Requirement 20 

and the rate period average Slice Revenue Requirement will determine the Slice True-Up 21 

Amount.  The Slice True-Up Amount is multiplied by each customer’s Slice percentage 22 

to calculate the Slice True-Up Adjustment Charge for each customer.  A positive result 23 

from the calculation will result in a True-Up Adjustment Charge; a negative result will 24 

result in a credit to the Slice customers. 25 
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  For example, to calculate the Slice True-Up for FY 2010, BPA will subtract the 1 

FY 2010-2011 rate period average Slice Revenue Requirement that results from this 2 

WP-10 rate proceeding from the Actual Slice Revenue Requirement for FY 2010.  The 3 

difference between the Actual Slice Revenue Requirement and the rate period average 4 

Slice Revenue Requirement will determine the Slice True-Up Amount.  The Slice True-5 

Up Amount then will be multiplied by each customer’s Slice percentage to calculate the 6 

Slice True-Up Adjustment Charge for each customer.  BPA will multiply the Slice True-7 

Up Amount by the total Slice percentage of 22.6278 percent to derive a forecast of the 8 

total Slice True-Up Adjustment Charges (or credits) to Slice customers. 9 

Q. What is the proposed treatment of bad debt expenses for the Actual Slice Revenue 10 

Requirement in the FY 2010-2011 period? 11 

A. Any bad debt expense associated with the sale to any customer who purchases 12 

exclusively at the FPS-10 rate would be excluded from the Actual Slice Revenue 13 

Requirement.  However, any bad debt expense associated with the sales to customers 14 

who purchase power at both the PF-10 and FPS-10 rates, along with any bad debt 15 

expense associated with the sales to customers who purchase power at the PF-10 rate 16 

only would be included in the Actual Slice Revenue Requirement. 17 

  This treatment of bad debt expenses is consistent with the treatment adopted in 18 

the Partial Resolution of Issues in the WP-07 Final Proposal, WP-07-A-02, Attachment 1.  19 

This treatment is appropriate because these bad debt expenses are related to BPA’s sales 20 

of surplus power.  The revenues from sales at the FPS rate are excluded from the Slice 21 

Revenue Requirement.  2007 Administrator’s Final Record of Decision, WP-07-A-02, at 22 

12-3 – 12-4.  The Slice product includes an advance sale of surplus power.  Slice 23 

customers assume the power supply and market price risks associated with their share of 24 

surplus power directly.  Id. at 12-4. 25 
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Q. Are there any other bad debt expenses that would be excluded from the Actual Slice 1 

Revenue Requirement? 2 

A. Yes.  The Actual Slice Revenue Requirement would exclude any future bad debt expense 3 

related to write-offs of any outstanding California Independent System Operator 4 

(CAISO) or California Power Exchange (Cal PX) receivables. 5 

  Allowances for uncollectible DSI liquidated damages for FY 2002 or prior years 6 

also would not be included in the Actual Slice Revenue Requirement for Slice True-Up 7 

purposes. 8 

Q. Why would any future bad debt expenses related to write-offs of any outstanding CAISO 9 

or Cal PX receivables or allowances for uncollectible DSI liquidated damages for 10 

FY 2002 or prior years be excluded from the Actual Slice Revenue Requirement? 11 

A. Such bad debt expenses were specifically excluded as part of the Slice Settlement 12 

Agreement (07PB-12273), which is effective until September 30, 2011. 13 

Q. What is the treatment of any recoveries of bad debt expense? 14 

A. For the categories of bad debt expenses specifically excluded from the Actual Slice 15 

Revenue Requirement for Slice True-Up purposes for FY 2010-2011, the credits 16 

associated with any recovery of the receivables related to such bad debt expenses 17 

previously written off are not credited to the Actual Slice Revenue Requirement.  This 18 

treatment is specified by the Slice Settlement Agreement. 19 

Q. How does the Initial Proposal treat the renewables expenses associated with the 20 

reinvestment of Green Tag revenues? 21 

A. Consistent with the treatment adopted in the Partial Resolution of Issues in the WP-07 22 

Final Proposal, the Initial Proposal would exclude from the Slice Revenue Requirement 23 

the estimated expenses associated with the reinvestment of Green Tag revenues.  Partial 24 

Resolution of Issues, WP-07-A-02, Attachment 1.  The Initial Proposal also would 25 

exclude such renewables expenses from the Actual Slice Revenue Requirement for Slice 26 
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True-Up purposes.  Green Tag revenues refer to those revenues generated from three 1 

sources:  1) Green Energy Premium revenues resulting from sales of Renewable Energy 2 

Certificates, 2) Green Tag revenues resulting from sales of Environmentally Preferred 3 

Power, and 3) revenues from sales of Alternative Renewable Energy to Pre-Subscription 4 

power purchasers.  Green Tag revenues are reinvested in BPA’s renewable resource 5 

facilitation, research, and development. 6 

Q. What is the forecast of augmentation expenses for FY 2010-2011? 7 

A. In this Initial Proposal, the forecast augmentation purchases and related prices for 8 

FY 2010 are $53.34/MWh for 372 aMW of unspecified augmentation and $30.58/MWh 9 

for 10.3 aMW of Excess Requirements Energy (ERE) purchased from Slice customers.  10 

For FY 2011, the forecast augmentation purchases and related prices are $57.70/MWh for 11 

599 aMW of unspecified augmentation and $30.96/MWh for 7.6 aMW of ERE purchased 12 

from Slice customers. 13 

Q. How do Slice customers pay for augmentation expenses? 14 

A. Slice customers are required to pay their proportionate share of the net cost of all 15 

augmentation expenses.  The “net cost” of augmentation refers to the expenses associated 16 

with the purchase of the augmentation power less the associated revenues from the sale of 17 

such augmentation power at the PF Preference rate.  Slice customers do not receive any 18 

power associated with these augmentation purchases. 19 

Q. What are the assumptions for revenues from the sale of augmentation power? 20 

A. The revenues associated with the sale of augmentation power are estimated based on the 21 

projected PF Preference rate for power and multiplied by the amount of power that would 22 

be sold (382.3 aMW in FY 2010 and 606.6 aMW in FY 2011).  The PF Preference rate is 23 

forecast to be $29.43/MWh for FY 2010-2011.  This is an average PF rate for Initial 24 

Proposal purposes and is not final. 25 
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Q. Would the net cost of augmentation power for FY 2010-2011 be subject to the Slice True-1 

Up? 2 

A. No.  The net cost of augmentation power for FY 2010-2011 would not be subject to the 3 

Slice True-Up process, except for adjustments included in the Final Proposal. 4 

 5 

SECTION 4: FORECAST SLICE TRUE-UP ADJUSTMENT CHARGE AND RELATED 6 
POTENTIAL COST SHIFT 7 

Q. Describe the issue of the potential cost shift and the forecast Slice True-Up Adjustment 8 

Charge. 9 

A. In preparation of the Initial Proposal, BPA staff identified a potential cost shift related to 10 

the forecast Slice True-Up Adjustment Charge.  See Bliven and Lefler, WP-10-E-BPA-11 

10.  Any forecast Slice True-Up Adjustment Charge (i.e., a Slice True-Up                    12 

Adjustment Charge that would be paid by the Slice customers to BPA, not vice-versa) for 13 

the last year of a rate period would have the effect of increasing Planned Net Revenues 14 

for Risk (PNRR) for the non-Slice revenue requirement unless reserves available for risk 15 

are large enough that Treasury Payment Probability (TPP) is above 95 percent without 16 

adding any PNRR.  Because the Slice Revenue Requirement specifically excludes PNRR, 17 

any PNRR that is added to the non-Slice revenue requirement to address this matter could 18 

be construed as a cost shift to non-Slice customers.  Id. 19 

Q. How would a forecast Slice True-Up Adjustment Charge for FY 2011 result in higher 20 

PNRR for the non-Slice revenue requirement? 21 

A. During the development of the Initial Proposal, BPA staff forecast a Slice True-Up 22 

Adjustment Charge of over $20 million for FY 2011 that would be owed by the Slice 23 

customers to BPA.  WPRDS Documentation, WP-10-E-BPA-5A, section 3.  Pursuant to 24 

the Slice Rate Methodology, the Slice customers would not make actual cash payments to 25 

BPA for this amount until early FY 2012.  This means that these cash payments would 26 

not be available for BPA’s annual payment to the U.S. Treasury on September 30, 2011.  27 
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This time lag was captured in the Accrual-to-Cash adjustment, which is one of the inputs 1 

to the ToolKit model that BPA staff use for calculating TPP.  Preliminary analyses 2 

indicated that the amount of PNRR needed to meet the 95 percent TPP standard was 3 

higher than it would have been without a forecast Slice True-Up Adjustment Charge for 4 

FY 2011. 5 

Q. How does BPA staff propose to address the potential cost shift to non-Slice customers? 6 

A. BPA staff have addressed the potential cost shift by moving portions of certain cost 7 

categories in the Slice Revenue Requirement from FY 2011 to FY 2010 so that the 8 

forecast of the FY 2011 Slice True-Up Adjustment Charge is zero.  When the forecast of 9 

the FY 2011 Slice True-Up Adjustment Charge is zero, there is no related cash payment 10 

that lags outside of the rate period, and there is no compensatory increase in PNRR in the 11 

non-Slice revenue requirement.  This proposal is an interim measure until parties to the 12 

rate proceeding have an opportunity to offer alternatives.  Bliven and Lefler, WP-10-E-13 

BPA-10.                    14 

Q. Why is the forecast of the FY 2011 Slice True-Up Adjustment Charge not equal to zero? 15 

A. There are two reasons.  The first reason is that the True-Up Adjustment Charge is 16 

calculated by comparing the Actual Slice Revenue Requirement to the rate period 17 

average Slice Revenue Requirement.  See section 3 of this testimony.  Because the 18 

FY 2011 Slice Revenue Requirement is much larger than the FY 2010 Slice Revenue 19 

Requirement, the forecast of expenses for FY 2011 is higher than the forecast of the rate 20 

period average of expenses.  So, on a forecast basis, even before any actual expenses are 21 

known, we forecast a Slice True-Up Adjustment Charge in FY 2011. 22 

  The second reason is that Slice Implementation Expenses are included in the 23 

forecast of the Slice True-Up Adjustment Charge payments, but such expenses are not 24 

included in the Slice Revenue Requirement.  WPRDS, WP-10-E-BPA-05, 25 

section 2.15.3.8, provides a description of Slice Implementation Expenses.  The Slice 26 
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True-Up calculation itself does not include Slice Implementation Expenses, but the 1 

payment for these expenses is collected as an add-on amount to the Slice True-Up 2 

Adjustment Charge.  Thus, the forecast of the Slice True-Up Adjustment Charge includes 3 

this non-zero amount. 4 

Q. Why are you proposing to move portions of expenses in certain cost categories from one 5 

year to the other? 6 

A. Because of the averaging method for calculating the Slice True-Up Adjustment Charge, 7 

and the addition of the payment for Slice Implementation Expenses, we have to move a 8 

sufficient level of costs that will not be revised in the Actual Slice Revenue Requirement 9 

when the Slice True-Up is calculated to offset the forecast FY 2011 Slice True-Up 10 

Adjustment Charge. 11 

Q.  What cost categories are being employed for the shift in the Slice Revenue Requirement 12 

from FY 2011 to FY 2010? 13 

A. Staff propose to shift, from FY 2011 to FY 2010, amounts of net augmentation expenses 14 

and a portion of BPA’s planned principal payment for Power Services' Federal debt, 15 

which is an element in the calculation of the Minimum Required Net Revenue (MRNR) 16 

component of the Slice Revenue Requirement. 17 

Q.  Why did staff decide to shift net augmentation expenses and BPA’s planned principal 18 

payment for Power Services’ Federal debt? 19 

A. We chose net augmentation expense because this expense category is not revised, once it 20 

is set in the Slice Revenue Requirement.  Net augmentation expenses also are not 21 

compared against any actual financial data for that expense for Slice True-Up calculation 22 

purposes.  Because Slice customers pay a fixed amount of net augmentation expenses for 23 

the two-year period and this expense is not subject to the Slice True-Up, moving net 24 

augmentation expenses from FY 2011 to FY 2010 will not affect what Slice customers 25 

pay for augmentation.  The decision to shift BPA’s planned principal payments for Power 26 
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Services’ Federal debt was based upon the understanding that there was a high likelihood 1 

that it would be necessary to shift such payments in order to demonstrate cost recovery 2 

from proposed rates.  This shift is explained in Lennox, et al., WP-10-E-BPA-12.  3 

Although the base annual principal payments are established in rate filings, BPA’s actual 4 

total principal payments for Power Services’ Federal debt in any fiscal year ultimately 5 

would include any advance payments for Federal debt related to BPA’s Debt 6 

Optimization Program.  The Slice True-Up calculation would reflect BPA's actual total 7 

principal payment in any fiscal year as well as the related adjustments in Energy 8 

Northwest debt service.  However, no Debt Optimization Program effects are assumed in 9 

rate case analyses, including the forecast Slice True-Up Adjustment Charge. 10 

Q. Was there a forecast Slice True-Up Adjustment Charge in the WP-07 Supplemental rate 11 

case for FY 2009? 12 

A. Yes. 13 

Q. Why was the forecast Slice True-Up Adjustment Charge for FY 2009 in the WP-07 14 

Supplemental rate case not considered a cost shift? 15 

A. The forecast Slice True-Up Adjustment Charge for FY 2009 in the WP-07 Supplemental 16 

rate case was not considered a cost shift because the related risk analyses did not identify 17 

a need for PNRR, so the Slice True-Up Adjustment Charge for FY 2009 could not have 18 

caused an increase in PNRR, and there was therefore no corresponding financial impact 19 

on the non-Slice customers. 20 

Q. After the aforementioned shift in expenses from FY 2011 to FY 2010, what is your 21 

forecast of the Slice True-Up for FY 2010 and FY 2011? 22 

A. The Slice True-Up Adjustment Charge forecast for FY 2010 is $5,660,000, which 23 

represents a charge to Slice customers, and the forecast for FY 2011 is $0.  The amount 24 

of the Slice True-Up Adjustment Charge forecast for FY 2010 is comprised of two years 25 

of Slice Implementation Expenses that are assumed, for purposes of Initial Proposal rate 26 
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analyses, to be collected in FY 2010.  The Slice Implementation Expenses are $2,790,000 1 

for FY 2010 and $2,870,000 for FY 2011. 2 

Q. For FY 2010 or FY 2011, could there be a Slice True-Up Adjustment Charge that is 3 

different from the forecast amounts when final audited actual financial data is available? 4 

A. Yes.  If actual audited expenses or revenue credits, other than net augmentation costs, 5 

differ from expenses and revenue credits forecast in the Slice Revenue Requirement, 6 

there could be a Slice True-Up Adjustment Charge for FY 2010 or FY 2011 that differs 7 

from forecast amounts. 8 

Q. Would a Slice True-Up Adjustment Charge that was not forecast but was calculated when 9 

audited financial data became available also cause this kind of cost shift? 10 

A. No.  This issue arises only from Slice True-Up Adjustment Charges that are forecast in 11 

the rate case and therefore have an effect on PNRR in the TPP calculations.  If a Slice 12 

True-Up Adjustment Charge is forecast to be $0, there will be no impact on PNRR.  If 13 

later calculations show that there actually will be a Slice True-Up Adjustment Charge, 14 

PNRR will already have been set and will therefore not be affected by the actual Charge, 15 

and there would not be a cost shift. 16 

Q. Does the Slice True-Up process ensure that Slice customers pay their share of Power 17 

Services’ actual expenses and receive their share of actual revenue credits applicable to 18 

Slice Revenue Requirement? 19 

A. Yes it does, but the Slice True-Up process does not automatically ensure that the timing 20 

of the payment of the Slice customers’ share of the forecast Power Services expenses will 21 

not affect the rates of non-Slice customers. 22 

 23 
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SECTION 5: COSTS OF DSI SERVICE 1 

Q. What is the recent history related to costs of DSI service that were included in the Slice 2 

Revenue Requirement? 3 

A. On June 30, 2005, BPA’s Administrator signed the Record of Decision Service to Direct 4 

Service Industrial (DSI) Customers for Fiscal Years 2007-2011 (DSI ROD).  In this 5 

decision, the Administrator determined that BPA would offer 560 aMW of service 6 

benefits to the aluminum smelters, capped at an annual cost of $59 million, plus 17 aMW 7 

of FPS power for Port Townsend Paper Corporation, for FY 2007-2011.  These service 8 

benefits were provided to the aluminum smelters through monthly payments.  For the 9 

WP-07 Supplemental Final Proposal, the annual amounts of such service benefits were 10 

included in the Slice Revenue Requirement and subject to the annual Slice True-Up.  11 

Slice customers paid their proportionate share of the costs associated with these service 12 

benefits to the DSIs. 13 

Q. What effect did the December 2008 U.S. Court of Appeals for the Ninth Circuit (Ninth 14 

Circuit) decision have on the service benefits to the DSIs? 15 

A. The Ninth Circuit issued a decision in Pacific Northwest Generating Cooperative et al. v. 16 

Department of Energy, slip op., Case No. 05-75638 at 16513 (9th Cir. 2008), that rejected 17 

aspects of the contractual arrangements for service benefits to the DSIs.  For purposes of 18 

the Initial Proposal, the Slice Revenue Requirement includes the net cost of $58.9 million 19 

per year for service to the aluminum smelters and a sale to Port Townsend Paper of 17 20 

aMW at the Industrial Firm Power (IP) rate. Bliven and Lefler, WP-10-E-BPA-10.  21 

The Initial Proposal includes the net cost of DSI sales, the difference between                  22 

additional power costs and revenues, at the IP rate, in the Slice Revenue Requirement.  23 

Table 1, line 17.  To the extent that there is greater certainty regarding the manner and 24 

method of service to the DSIs between now and the Final Proposal, the final studies will 25 

reflect the cost of this service. 26 
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Q. Would Slice customers pay their proportionate share of any costs of DSI service that 1 

result, consequent to the Ninth Circuit decision? 2 

A. Yes.  The costs of BPA’s transactions with the DSIs, consequent to the Ninth Circuit 3 

decision, will be included in the Slice Revenue Requirement and subject to the annual 4 

Slice True-Up.  Slice customers would pay their proportionate share of these costs. 5 

 6 

SECTION 6: REVENUES FROM GENERATION INPUTS FOR INTEGRATION OF 7 
WIND GENERATION 8 

Q. What generation inputs does Power Services provide for the integration of wind 9 

generation? 10 

A. Power Services provides to Transmission Services the within-hour balancing 11 

requirements needed for wind generation (which include regulation, load following, and 12 

generation imbalance).  These requirements for wind generation are expected to 13 

significantly increase Power Services’ provision of generation inputs to Transmission 14 

Services, as the projected amounts of wind generation come on line in the next few years.  15 

See Mainzer, et al., WP-10-E-BPA-22, and McManus, et al., WP-10-E-BPA-23. 16 

Q. Are there any inter-business line revenues that will result from Power Services’ provision 17 

of the within-hour balancing services for wind generation? 18 

A. Yes.  Power Services projects that the inter-business line revenues from its provision of 19 

within-hour balancing services for wind generation will be $180.5 million in FY 2010 20 

and $215.8 million in FY 2011.  This represents a significant increase over historical 21 

amounts of inter-business line revenues that Power Services has received for its provision 22 

of generation inputs for ancillary and other services. 23 

Q. Would Slice customers receive their proportionate share of such revenues? 24 

A. Yes, Slice customers would receive their proportionate share of the actual amount of such 25 

revenues through the Slice True-Up. 26 
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Q.  Have these revenues been adjusted on an ad hoc basis for the determination of the Slice 1 

rate for the WP-10 Initial Proposal? 2 

A. Yes, the inter-business line revenues that will result from Power Services’ provision of 3 

the within-hour balancing services for wind generation have been adjusted by 4 

$36.4 million in both years of the FY 2010-2011 rate period for the determination of the 5 

Slice rate for the WP-10 Initial Proposal.  For an explanation of the reasons behind this 6 

ad hoc adjustment, see Bliven and Lefler, WP-10-E-BPA-10.  This ad hoc                 7 

adjustment will not be included in the Final Proposal.  Id. 8 

Q. Would Slice customers bear the costs associated with Power Services’ provision of 9 

within-hour balancing services for wind generation? 10 

A. Yes.  These generation inputs related to within-hour balancing services for wind 11 

generation are considered a system obligation for Slice operational purposes.  BPA 12 

previously determined that Slice customers are responsible for bearing a proportionate 13 

share of Power Services’ costs associated with system obligations.  See 2002 WPRDS, 14 

WP-02-FS-BPA-05, Appendix C, section 4.5.  The Slice customers are therefore entitled 15 

to a credit based on a proportionate share of any revenues associated with the system 16 

obligations. 17 

Q. What costs associated with Power Services’ provision of within-hour balancing services 18 

for wind generation will Slice customers share in? 19 

A. Slice customers will be affected operationally, with respect to the appropriate decrements 20 

and increments to their deliveries and limits, commensurate with the amounts that are 21 

declared as wind generation reserve requirements by Transmission Services.  For 22 

purposes of determining Slice deliveries and limits in the Slice Computer Application, 23 

the reserve requirements will be updated as frequently as the Transmission Services’ 24 

declarations are updated. 25 

 26 
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SECTION 7: ADJUSTMENTS TO THE SLICE TRUE-UP FOR RETURN OF FY 2002-1 
2006 LOOKBACK AMOUNTS 2 

Q. What adjustments need to be made to the Slice True-Up process for the return of 3 

FY 2002-2006 Lookback Amounts? 4 

A. In the WP-07 Supplemental Final Proposal, BPA decided to return the FY 2002-2006 5 

Lookback Amounts related to the REP settlement expenses as a monthly credit on the 6 

Slice customers’ power bills.  See 2007 Supplemental Administrator’s Final Record of 7 

Decision, WP-07-A-05, at 282.  BPA stated that it will ensure that Slice customers do not 8 

receive any additional payments for the return of Lookback Amounts through the Slice 9 

True-Up process.  Id. at 281.  Applicable Lookback Amounts are returned as a credit on 10 

the Slice customers’ power bills during the FY 2010-2011 period.  Therefore, to ensure 11 

that Slice customers do not receive any duplicate payments for the return of Lookback 12 

Amounts through the Slice True-Up process for FY 2010 and FY 2011, BPA will account 13 

for the credits when calculating the Slice True-Up Adjustment Charge for customers for 14 

FY 2010 and FY 2011. 15 

Q. How will the Lookback Amounts that are determined in this proceeding affect the Slice 16 

True-Up? 17 

A. The Lookback Amounts that are applicable to FY 2010 and FY 2011 will be determined 18 

in this proceeding.  The Lookback Amount applicable to FY 2010 will be expensed in 19 

FY 2010, and the Lookback Amount applicable to FY 2011 will be expensed in FY 2011.  20 

The Slice True-Up reports for both those years will reflect REP expense reductions that 21 

correspond to these amounts. 22 

Q. Would Slice customers receive a monthly credit on their Expedited Bills for Lookback 23 

Amounts that are applicable to FY 2010 and FY 2011? 24 

A. Yes.  See the testimony of Evans, et al., WP-10-E-BPA-19. 25 



WP-10-E-BPA-21 
Page 16 

Witnesses:  Carie E. Lee, Janice A. Johnson, Byrne Lovell, and Timothy C. Roberts 

Q. Will adjustments be made to the Slice True-Up report in FY 2010 and FY 2011 so that 1 

Slice customers do not receive duplicate payments for the return of these Lookback 2 

Amounts? 3 

A. Yes.  If adjustments are not made, Slice customers will receive payments through their 4 

Slice True-Up Adjustment Charge and through their monthly credits on their Expedited 5 

Bills. 6 

Q. What is the nature of the adjustments to the Slice True-Up report? 7 

A. The FY 2010 and FY 2011 Slice True-Up reports would reflect the annual amount of the 8 

credits that customers would have received through the monthly credits on their bills 9 

during FY 2010 and FY 2011. 10 

 11 

SECTION 8: CHANGES TO THE METHODOLOGY TO CALCULATE SLICE RATE 12 
AND SLICE TRUE-UP ADJUSTMENT CHARGE (SLICE RATE 13 
METHODOLOGY) 14 

Q. What changes are being made to the Slice Rate Methodology? 15 

A. Several minor updates to the Slice Rate Methodology are proposed to avoid confusion 16 

during FY 2010-2011. 17 

Q. Please list the proposed changes. 18 

A. The first change is to section 4.A.  Language in section 4.A. would be updated to reflect 19 

references for the FY 2010-2011 rate period. 20 

  The second change is to section B.1.  Language in section B.1. would be updated 21 

to reflect the reference to the two-year rate period. 22 

  There are other minor changes that reflect updated references to the WP-10 rate 23 

case that occur in various places in the Slice Rate Methodology. 24 

Q. Does this conclude your testimony? 25 

A. Yes. 26 

 27 
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Attachment 1 

Table 1, Slice Product Costing True-Up Table 2 
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Table 1, continued, Slice Product Costing and True-Up Table 1 
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Table 1, continued, Slice Product Costing and True-Up Table 1 
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