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Proposed Change to the UAI Charge for Energy

" Current UAI Charge for Energy:
— UAI charge for energy is the greater of:

* 100 mills’lkWh
* The highest diurnal Dow Jones Mid-C index price for firm power for

the month
» The highest hourly CAISO Imbalance Energy price (at Malin) for the
month

" Proposal:

— UAI charge for energy will be the greater of:

* 150 mills/kWh
« Two times the highest hourly Powerdex Mid-C Index price for the

month
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Proposed Change to the UAI Charge for Energy
(continued)

"  Why Change:

— The floor of 100 mills/kWh was adopted in 1996; concern that this may no longer
be a sufficient deterrent in 2012 and beyond.

— There have been instances of high volatility of CAISO nodal prices in the recent
past due to localized transmission congestion and other anomalies in the
California system. This has resulted in an excessively severe UAI charge for
energy in December 2009 (see Slide 4).

— The hourly Powerdex Mid-C index is a better choice than CAISO because the
hourly Northwest market is a market that BPA and other Northwest parties trade
in regularly. In addition, it is BPA’s intent as soon as feasible to become one of
the Powerdex Mid-C index participants, providing Mid-C price and volume data to
Powerdex on a daily basis.

— To date there have been no instances of excess volatility in the Powerdex Mid-C
Index (see Slide 4). It is a more accurate reflection of power prices in the
Northwest.

— We will continue to assess the suitability of the Powerdex (Mid-C) Northwest
Index in providing an appropriate penalty for Unauthorized Increases in energy
by BPA’s customers.
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Recent History of Max Hourly CAISO
and Powerdex Prices
Powerdex CAISO Powerdex CAISO

Max Hourly Max Hourly Max Hourly Max Hourly

Month High Price High Price Month High Price High Price
January 2008| $ 180.00 | $ 340.65 May 2009| $ 75.00 [ $ 55.01
February 2008| $ 95.00 | $ 354.92 June 2009| $ 50.25| $ 53.23
March 2008| $ 115.00 | $ 368.58 July 2009| $ 68.00 | $ 73.19
April 2008| $ 175.00 | $ 399.99 August 2009| $ 70.00 | $ 63.35
May 2008| $ 150.00 | $ 362.98 [ | September 2009| $ 78.00 | $ 142.24
June 2008| $ 150.00 | $ 399.99 October 2009 $ 55.00 | $ 82.65
July 2008| $ 175.00 [ $ 399.84 November 2009| $ 58.00 | $ 64.21
August 2008| $ 200.00 | $ 391.03 December 2009| $ 175.00 | $ 883.93
September 2008| $ 85.00 | $ 360.63 January 2010| $ 60.00 [ $ 69.81
October 2008| $ 77.00 | $ 385.45 February 2010| $ 65.00 | $ 62.07
November 2008| $ 100.00 | $ 365.20 March 2010| $ 59.00 | $ 52.81
December 2008| $ 150.00 | $ 387.28 April 2010| $ 83.00($ 50.00
January 2009| $ 85.00 | $ 359.78 May 2010( $ 75.00 | $ 47.53
February 2009| $ 58.00 | $ 398.40 June 2010 $ 63.00 | $ 60.00
March 2009| $ 110.00 | $ 386.61 July 2010 $ 125.00 | $ 150.00
April 2009| $ 55.00 | $ 54.13 August 2010| $ 100.00 | $ 80.13
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Proposed Changes to the UAI Charge for Demand

" Current UAI Charge for Demand:

— The amount of measured demand during a billing hour that exceeds the
amount the purchaser is contractually entitled to take during that hour
shall be billed the greater of:

* Three times the applicable monthly demand charge.
* The sum of hourly CAISO Spinning Reserve Capacity prices for all
HLHs in the month, at the CAISO Expanded region.
" Proposal:
— UAI charge for demand will be 125% of the monthly demand charge.

— The billing determinant for the UAI demand charge will be equal to
customer’s demand in excess of customer’'s demand entitlement. The
demand billing determinant will function as a monthly ratchet, ratcheting
higher if demand placed on BPA further exceeds a customer’s demand
entitlement from previous violations during the month.
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Proposed Changes to the UAI Charge for Demand
(continued)

"  Why change:

— BPA has dramatically changed the magnitude of the PF demand rate.
The new demand rate will likely be four or more times the current
demand rate. Three times the new demand rate seems excessive,
especially since the new demand rate is set based on the long-run
marginal price of capacity.

— Authorized increases in demand caused by cold snaps and heat waves
will be charged the demand rate; therefore, it seems reasonable to
place some penalty on Unauthorized Increases in demand.

— 125 percent was chosen as an appropriate, but not excessive, penalty.
The 125 percent was based on the third band (most severe penalty)
Transmission Services implements on energy imbalance. FERC Order
890 specifically mentions approval and adoption of BPA'’s tiered
imbalance approach.
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