Department of Energy

Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

FREEDOM OF INFORMATION ACT/PRIVACY PROGRAM

September 17, 2025

In reply refer to: FOIA #BPA-2024-02017-F

SENT VIA EMAIL ONLY TO: _

Tony Schick
Oregon Public Broadcasting

Dear Mr. Schick,

This communication is the Bonneville Power Administration’s (BPA) final response to your
request for agency records made under the Freedom of Information Act, 5 U.S.C. § 552
(“FOIA”). Your FOIA request was received on May 31, 2024, and formally acknowledged on
June 26, 2024.

Request

Based upon your original May 31, 2024, request and on subsequent emails exchanged with the
agency during the week of June 3, 2024, your request 1s: ‘Any [email and attachment]
communications from, Kim Thompson, Vice President for NW Requirements Marketing; and
Joel Cook, Chief Operating Officer; and Suzanne Cooper, Senior Vice President of Power
Services, and dated from Jan 01, 2024, to May 31, 2024, which were generated regarding the

agency's "Provider of Choice" policy, that also mention "competition", "market share", "wind",
"solar", or "nonfederal resource" (or alternative spellings such as non-federal).

Response

BPA has searched for and gathered 629 pages of responsive agency records from the agency’s
Outlook email system. The records accompany this communication, with the following
redactions applied:

e 35 redactions applied under 5 U.S.C. § 552(b)(4) (Exemption 4)
e 120 redactions applied under 5 U.S.C. § 552(b)(5) (Exemption 5)
e 112 redactions applied under 5 U.S.C. § 552(b)(6) (Exemption 6)

Explanation of Exemptions

The FOIA generally requires the release of all agency records upon request. However, the FOIA
permits or requires withholding certain limited information that falls under one or more of nine
statutory exemptions (5 U.S.C. §§ 552(b)(1-9)). Further, section (b) of the FOIA, which contains



the FOIA’s nine statutory exemptions, also directs agencies to publicly release any reasonably
segregable, non-exempt information that is contained in those records.

Exemption 4
Exemption 4 protects “trade secrets and commercial or financial information obtained from a

person [that is] privileged or confidential.” (5 U.S.C. 8 552(b)(4)). Information is considered
commercial or financial in nature if it relates to business or trade. This exemption is intended to
protect the interests of both the agency and third-party submitters of information. Prior to
publicly releasing agency records, BPA was required by Exemption 4 to solicit objections to the
public release of any third party’s confidential commercial information contained in the
responsive records set. BPA provided third parties with an opportunity to formally object to the
public release of their information contained in BPA records. PNGC and OPALCO submitted
their objections to BPA. BPA accepted those objections, based on guidance available from the
U.S. Department of Justice, and is withholding PNGC and OPALCOQO’s commercial confidential
information from public release. The FOIA does not permit a discretionary release of
information otherwise protected by Exemption 4.

Exemption 5
Exemption 5 protects “inter-agency or intra-agency memorandums or letters which would not be

available by law to a party other than an agency in litigation with the agency” (5 U.S.C. §
552(b)(5)).

The deliberative process privilege protects records showing the deliberative or decision-making
processes of government agencies. Records protectable under this privilege must be both pre-
decisional and deliberative. A record is pre-decisional if it is generated before the adoption of an
agency policy. A record is deliberative if it reflects the give-and-take of the consultative process,
either by assessing the merits of a particular viewpoint, or by articulating the process used by the
agency to formulate a decision. Here, BPA relies on Exemption 5 to protect deliberative and pre-
decisional communications about BPA’s Provider of Choice Policy while the policy was being
developed. These communications, internal to BPA or between BPA and the Department of
Energy, concern decisions around the content, wording, and disclosure of the Provider of Choice
policy that were under consideration at the time. Records protected by Exemption 5 may be
discretionarily released. BPA has considered and declined a discretionary release of some pre-
decisional and deliberative information in the responsive records set because disclosure of that
information would harm the interests and protections encouraged by Exemption 5.

The attorney-client privilege protects confidential communications between an attorney and a
client relating to a legal matter for which the client has sought professional advice. The privilege
encompasses facts provided by the client and opinions provided by the attorney. In this case,
BPA asserts Exemption 5 to protect legal analysis and advice provided by the Office of General
Counsel in matters related to the Provider of Choice Policy.



Exemption 6
Exemption 6 serves to protect Personally Identifiable Information (P1l) contained in agency

records when no overriding public interest in the information exists. BPA does not find an
overriding public interest in release of the information redacted under Exemption 6—
specifically, personal cell phone numbers, personal email addresses, conference call passcodes,
and WebEx passcodes. This information sheds no light on the executive functions of the agency
and BPA finds no overriding public interest in its release. BPA cannot waive these redactions, as
the protections afforded by Exemption 6 belong to individuals and not to the agency.

Lastly, as required by 5 U.S.C. 8 552(a)(8)(A), information has been withheld only in instances
where, (1) disclosure is prohibited by statute, or (2) BPA foresees that disclosure would harm an
interest protected by the exemption cited for the record. When full disclosure of a record is not
possible, the FOIA statute further requires that BPA take reasonable steps to segregate and
release nonexempt information. The agency has determined that in certain instances partial
disclosure is possible and has accordingly segregated the records into exempt and non-exempt
portions.

Fees
There are no fees associated with processing your FOIA request.

Certification

Pursuant to 10 C.F.R. § 1004.7(b)(2), | am the individual responsible for the records search and
information release described above. Your FOIA request BPA-2024-02017-F is now closed with
responsive agency information provided.

Appeal

Note that the records release certified above is final. Pursuant to 10 C.F.R. § 1004.8, you may
appeal the adequacy of the records search, and the completeness of this final records release,
within 90 calendar days from the date of this communication. Appeals should be addressed to:

Director, Office of Hearings and Appeals
HG-1, L’Enfant Plaza

U.S. Department of Energy

1000 Independence Avenue, S.W.
Washington, D.C. 20585-1615

The written appeal, including the envelope, must clearly indicate that a FOIA appeal is being
made. You may also submit your appeal by e-mail to OHA filings@hg.doe.gov, including the
phrase “Freedom of Information Appeal” in the subject line. (The Office of Hearings and
Appeals prefers to receive appeals by email.) The appeal must contain all the elements required
by 10 C.F.R. 8 1004.8, including a copy of the determination letter. Thereafter, judicial review
will be available to you in the Federal District Court either (1) in the district where you reside,




(2) where you have your principal place of business, (3) where DOE’s records are situated, or (4)
in the District of Columbia.

Additionally, you may contact the Office of Government Information Services (OGIS) at the
National Archives and Records Administration to inquire about the FOIA mediation services
they offer. The contact information for OGIS is as follows:

Office of Government Information Services
National Archives and Records Administration
8601 Adelphi Road-OGIS

College Park, Maryland 20740-6001

E-mail: ogis@nara.gov

Phone: 202-741-5770

Toll-free: 1-877-684-6448

Fax: 202-741-5769

Questions about this communication may be directed to James King, FOIA Public Liaison, at
jjking@bpa.gov or 503-230-7621. Questions may also be directed to Thanh Knudson, ACS
Staffing, LLP, at etknudson@bpa.gov or 503-230-5221.

Sincerely,

Candice D. Palen
Freedom of Information/Privacy Act Officer

Responsive agency records accompany this communication.






NLSL Group Comments on the November 28" RP-24 Workshop

The NLSL Group® is closely following BPA’s current Resource Program (RP24) stakeholder
process and, given the magnitude of expected load growth, believes that resource acquisition
decisions made by BPA and customers over the next several years are the most critical
decisions that have faced the region for the past couple decades. Members of the NLSL Group
are experiencing unprecedented requests from developers that would like to locate large loads
that would qualify as NLSLs within their service territory, but it is unclear how these loads can
be served given changes in the energy markets, BPA’s post-2028 power products, and BPA’s
ability to develop transmission solutions for new generating resources. The NLSL Group
believes that RP-24 is an opportunity to develop a collaborative process between BPA and
customers who will have a need to acquire resources for load that is not met by BPA’s post-
2028 contracts and offers these comments on NLSL issues related to the November 28" RP-24
workshop.

Scale of NLSL Load Growth

The NLSL Group is pleased that BPA worked across business lines to develop a range of
potential data center load from 2033. This estimate showed 1.6-5.2 GW of data center load by
the time new Provider of Choice (PoC) contracts go into effect in FY29. Even though many
potential NLSLs have non-disclosure agreements in place with the prospective utility that make
it difficult to share specific estimates with other parties, the NLSL Group has reason to believe
that the amount of data center load is more likely to be in the upper portion of the range rather
than the lower portion. In other words, the NLSL Group believes that the midpoint of the
estimate, 3.4 GWs in FY29, is more likely the minimum amount of data center load that can be
expected and that these midpoint estimates should be the base assumption for data center
load used for planning purposes. These data center midpoint estimates should then be
combined with non-data center NLSL estimates (e.g., food processing facilities) to produce a
total NLSL estimate that should be incorporated into RP-24. The NLSL Group would like BPA to
provide this data at the next RP-24 workshop.

NLSL Load Service
In Regional Dialogue contracts, there are three options in which an NLSL may be served for load
following customers:

e By BPA via the New Resources (NR) rate
e With third-party purchases combined with BPA Power’s (BPAP) Energy Shaping Service
(ESS) (energy and capacity charges)

" The NLSL Group is comprised of BPA preference customers who serve or expect to serve retail members and
customers that the Northwest Power Act categorizes as “New Large Single Loads” (NLSLs). Member utilities
include: Umatilla Electric Cooperative, Northern Wasco County PUD, Grant PUD, PNGC Power, Emerald PUD,
Klickitat PUD, and Eugene Water and Electric Board.
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e With non-Federal resources that may be combined with BPA’s NR Resource Flattening
Service (NRFS), Resource Shaping Charge (RSC), RSC Adjustment, and ESS as well as
Generation Imbalance (Gl) charged by BPA Transmission (BPAT).

Decisions on NLSL load service will include the following considerations:
e Economics of the load service options

To date, there have been no NLSLs served by BPA at the NR rate due to the high costs
and inability to change contract elections within the 20-year Regional Dialogue contract
period. Generally, most NLSLs are served by third-party purchases (many are from
unspecified resources) combined with ESS. However, it is hot clear whether there will
be market liquidity for long-term block purchases as markets evolve in the West. It is
also not clear how the costs of acquiring non-Federal resources coupled with the layers
of BPA integration costs, an unknown risk of high Unauthorized Increase (UAI) penalties
and unknown FCRPS supply for integration services will compare with the NR rate.

e Desire to participate in the Western Resource Adequacy Program (WRAP)

Participation in WRAP requires a load responsible entity (LRE) to specify resources that
are required to meet peak demand plus a planning reserve margin (PRM). If an NLSL
elects NR service, our understanding is that BPA becomes the LRE for that load, so
participation in WRAP will be via BPA. If an NLSL elects either third-party purchases or
non-Federal resources, these must be from specified resources and have sufficient
qualified capacity to meet expected peak demand plus a PRM. NLSLs that do not elect
NR service or acquire sufficient qualified capacity will need to go through a load
exclusion process in WRAP, which has not yet been defined.

e Alignment with the evolution of energy markets.

As mentioned above, current NLSL load is generally served by third-party purchases
either made annually, monthly or day-ahead. As energy markets evolve from bilaterally
traded blocks to organized markets with hourly and sub-hourly dispatches, the
conventional wisdom is that the liquidity of bilateral trading of physical blocks of power
will diminish. It is also not clear how existing integration services provided by BPAP will
function in an organized market. In addition, NLSLs with flexible demand or behind-the-
meter generation will be interested in participating in markets that recognize the
capacity and energy value of demand response.

e Transmission Availability
Regardless of the method for serving NLSL load, sufficient transmission is required to

assure that generation can be delivered to the NLSL. The NLSL Group is hopeful that
proposed queue reforms will streamline the development of non-Federal resources that
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may be used to serve NLSL load, however the timing of non-Federal resource
development and the development of hew PoC contracts may not be aligned.

It is also not clear whether there is sufficient NT transmission service available to meet
this additional NLSL demand. Discussions at the November 8" NITS Roundtable meeting
hinted at implications for new network load, which left some attendees requiring more
detailed information about NT access for new NLSLs.

Incorporating NLSLs into RP-24

In the November 28" workshop, BPA proposed to exclude NLSLs from both the Base and Fast
Transition scenarios. Instead, BPA proposed to perform a sensitivity study that would treat
some amount of NLSL and IOU load taking NR service as a flat block. Given the magnitude of
NLSL growth, the NLSL Group believes that there will be an impact to the Needs Assessment
regardless of the method of load service.

In addition, in response to policy mandates for generating resources with zero carbon
emissions, many new resources being developed in the region will be variable resources. It is
imperative that existing long-term transmission rights be utilized to meet load obligations
without having the benefit of dispatchable resources or a liquid firm market that the existing
transmission system was designed around. The NLSL Group believes that it is likely that there
will be less reliance on third-party block purchases and more uses of BPA NR load service and
non-Federal generation and that it is more likely that BPA will be asked to serve NLSL load at
the NR Rate if there is not a clear path for non-federal resource development in place by the
time new PoC contracts are to be signed or if there is no contract flexibility for NR rate election.

Finally, it is not clear whether there is sufficient FCRPS capacity to supply integration services
(ESS, NRFS, RSC, RSC Adjustment, Gl) for new non-Federal resources that may be necessary to
serve NLSL load. Members of the NLSL Group have raised questions as to whether the 2024
Resource Program has considered scenarios that utilize non-FCRPS resources (such as storage
resources) to support transmission services, thereby freeing up flexibility within the FCRPS
hydro system to provide BPAP products to either integrate non-federal resources and/or
provide load service.

The NLSL Group would like BPA to consider the following as part of the Base and Fast Transition
cases:

e At a minimum, BPA should include any NLSL that has requested NR service during the
study period

e BPA should develop a methodology for capturing the impacts of integration services
(ESS, NRFS, RSC, RSC Adjustment, Gl) in Needs Assessment studies

e The studies should include an explicit assumption for how NLSLs are treated (for
example, 25% at the NR rate, 50% with non-federal resources plus integration services,
25% block purchases with ESS)
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is below its flat block amount.® This causes these additional variations of the Block with Shaping
Capacity product to provide no additional capacity to help City Light meet its P50 and P10 peak loads
with the product, and therefore are not working as intended. To resolve the issues City Light has
observed and improve the usefulness of this product, City Light suggests that BPA consider redesign of
the product to allow customers to access higher shaping capacity levels at faster ramping rates, and to
revise BPA's proposed PNR methodology.

Thank you for the opportunity to comment. We look forward to continuing the discussion on product
design, policy issues, contract language, customer resource recalculation, and other important topics as
BPA continues its POC process.

cc
Suzanne Cooper, Bonneville Power Administration
Kathryn Patton, Bonneville Power Administration

8 This occurs because the WRAP Qualifying Capacity Contributions of City Light's resources can significantly
exceed the difference between City Light's peak load and a flat block purchase.
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Administrator deeply consider the magnitude of these risks when authoring the final policy, and limit
as able, the open ended cost obligations of preference customers subject to a take-or-pay contract.

e Power Deliverability — We support BPA affirming through the PoC Policy, “deliverability” as a
foundational tenant consistent with the Northwest Power Act.

As a matter of comment structure, our PUD has elected to utilize the section references provided by the
July 2023 Draft PoC Policy document. Our comments and recommendations are listed below.

Section 1 Introduction

1.1.1-The 4 principles and 7 goals identified within the draft generally recognize BPA’s needs,
but fall short in representing customer perspective. Generally the tone and substance provided speak to
accommodating BPA’s statutory and financial obligations while missing the customers obligations as a
load serving entity facing their own cost and policy obligations. To improve upon the draft provided, we

recommend adding a principle which compels BPA to increase customer oversight and participation
through the term of the PoC contracts.

1.2.1 - As a WRAP participant BPA identifies the possibility of adjustments to product and
service offerings inclusive of data and planning obligations to meet BPA's needs. We agree that the
WRAP initiative is still developing and will likely require product amendments. We ask BPA to
acknowledqe that customers electing to directly participate in regional RA through the WRAP may

require amendments to products and offerings as well; and BPA will endeavor to work with customers in
meeting those needs.

1.2.2 /1.2.3 — We believe these sections appropriately identify the state of evolving markets but

lack in defining how preference rights will be handled. We recommend BPA address the treatment of
reference in this section or identify the mechanism/process in which the Administrator will consider

such treatment. Our utilities believe is that BPA can operate within both a day-ahead market and/or
RTO market while maintaining preference rights and extracting the full value from such markets.

Section 2 Provider of Choice Foundational Service Elements

2.1.1 - Although it does add additional complexity, we believe it important for BPA to
contemplate the changes likely to occur to the regions energy requirements over the course of the PoC
contracts and how new resources will be used to meet those needs. With this in mind, we find it
increasingly unlikely that energy net requirement (ENR) calculated on an average annual basis relative to
the average annual output of variable resources reflects a customers actual load service obligation.

During the product design and contract development phase we ask BPA to give additional
consideration to a more nuanced approach to calculating net requirements where variable and/or
limited fuel resources are used to meet customer needs.

2.1.2 - Our PUD is signatory to the Planned Product Group (PPG) comments. In summary of
those comments we highlight our concern with peak net requirements (PNR) as proposed by BPA. We
recognize and support BPA’s discretion in implementing a version of PNR which meets it’s statuto

objectives but as of this comment period we cannot support what has been proposed. We are
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committed to learning more about the proposal and working with BPA on a viable solution for the
region. We have too many questions and knowledge gaps to offer support to such a significant matter.

2.2 — Our PUD supports the continuation of a tiered rates methodology (TRM). We recommend

that within the PoC Policy that BPA clarify the term “firm requirements power”. As a point of policy this

definition is significant in how contracts and rates will be crafted. Our perspective is that “firm

requirements power” includes a tiering of energy, capacity, and non-power attributes.

We also believe it important for the Policy to build upon the third foundational tenant and consider the
cost/rate impacts should the region transition into a locational marginal pricing structure for resources
used to serve customer load directly or via BPA’s suite of resource inteqration services. For the Policy to

stand the test of time during this period of evolution we believe this is an issue only warranting
identification, not resolution.

2.3.1 - We support the use of a fixed system size. We believe the methodology is generally
sound but for our comments regarding section 3.5.

We also recommend BPA impr: on the o ropo. in ion 2.

further described in section 2.3.2 by accommodating incremental efficiency improvements at the FCRPS

projects which are likely to take place within the term of the PoC contracts. Our preferred treatment is to

have the system size fixed at 7,250 MW with a periodic upward adjustment for efficiency improvements

associated with the FCRPS efficiency improvements. Absent separate treatment, we believe that BPA’s

resource planning becomes more complicated and costly than necessary. This also serves to aid those

customers requesting a larger system size by allowing the core system to grow beyond the fixed amount
as capital replenishment/refurbishment takes place through time.

2.3.2 — We believe BPA’s illustration of how system augmentation will unfold are generally
acceptable. Qur PUD recommends the identification of incremental efficiency improvements as a priority
resource for consideration during BPA’s resource program review. This should receive additional
attention in BPA’s strategic planning, IPR process, and long-term capital planning initiatives.

2.3.1 - We recommend the policy clarify the treatment of enerqy storage and demand response

“resources” for the purposes of this policy section and sub-sections.

2.3.3.1 - We support the idea of a non-federal resource allowance as described within the draft.
However; the proposal to exclude such resources from integration charges like RSS appears to be
inconsistent with the application of uniform rates and cost causation. We recommend clarifying that
resources subject to this provision will be treated as any other resource for the purposes of integration
charges.

2.3.3.4 — We support a process considering BPA’s transition into a modernized application of
5(b)9(c).

Page 3

28980163 BPA-2024-02017-F 0054



2.4 — For the purposes of clarifying this section we recommend BPA further define how the “fixed
system size” amount will be treated in computing the CHWM when the size of the system has not grown

to the pre-defined amount.

2.4.1.2 - Beyond the scope of the economic adjustment provisions, we believe clarification for
the treatment of returning CF/CT loads may be valuable within the term of the PoC contracts. For this
reason, we recommend BPA include a subsection highlighting the ability of CF/CT loads to access PF

products beyond what is provided for in the PoC CHWM.

2.4.1.9 - For all returning utility customers we recommend that BPA provide reasonable
assurance that returning load(s) which would have otherwise been cateqorized as an NLSL be treated as
such for the purposes of calculating CHWM amounts.

2.4.2 / 2.4.2.4 — Within the scope of the CHWM adjustment categories and specifically for the
purposes of serving the DOE Vitrification load we believe it is appropriate for BPA to uniformly apply the
NLSL policy for the purposes of determining an entities CHWM. For this reason we recommend BPA

include language clarifying this intent.
Should BPA elect to offer PF service to the DOE Vitrification load we recommend BPA apply the

2023 base year CHWM computation and clarify that service beyond such measured amounts will be
eligible for PF service at Tier 2 rates. \We believe proposed revision/clarification better aligns the

treatment of new loads with the treatment of returning customers.
Section 3 Products and Services at PF Rates

For the purpose of clarifying this section and applicable subsections we recommend BPA address
or identify the process where BPA will address planning standards and system obligations tied to

products. Inherent to the products and services that BPA offers are the requirements to plan for a
system which can meet those requirements on a forward showing basis and then again in the
operational time horizon. In moving towards regional RA, which may include some degree of an
organize market, it is important for BPA to examine and address the instances where products provide
dissimilar planning accommodations. It is also important for BPA to examine it’s assumed obligations
tied to providing for the sale of non-firm surplus.

3.1 —For the following; “Conversely, in providing flexibility to planned products, Bonneville does
not assume any planning obligation beyond the monthly planned power delivery, including for power
sold at a PF Tier 2 rate, if elected.” we ask BPA to clarify if there will be a pricing difference within the
Tier 2 rates as applied to load following and planned products. It is our assumption that a Tier 2 service
absent planning obligations (ex. PRM) will be priced lower than a service including planning obligations.

3.4 — Our utility is evaluating all products offered by BPA inclusive of the Slice/Block product.
We are committed to working with BPA on developing a Slice product that works within BPA’s statutory
framework, meets regional RA standards, recovers costs, comports with modern market design, and
meets customer needs. We are concerned with the lack of commitment to Slice within the draft policy
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and believe all applicable sections should positively affirm Slice as a viable and financially beneficial

product. We ask BPA to include such affirmations and expand the draft to include a commitment to

offering a defined percentage of the system to customers electing to take slice as a product similar to
what was offered through the RD policy ROD.

3.4/3.31/3.3 —In considering all product offering we are committed to continue working with
BPA on Load Following, Block, Block w/Shaping, Slice, and a combination thereof. Our hope is that any
product combination will provide for the needs of BPA, customers, and the region. With this in mind we
believe there are solutions available that can meet and exceed the value proposition currently
presented. To advance these solutions we request BPA outline within this policy what it is hoping to
achieve through an implementation of PNR, it’s concerns with joining an organized market, hesitation of
offering slice, and the addition of block with shaping capacity as a product offering. It remains unclear
to our utility what BPA is seeking to achieve, and without that understanding it is difficult to work
towards a mutually beneficial outcome.

3.5 — Our utility appreciates the section(s) developed for the purpose of addressing AHWM load
and offer general support. We do request consideration of the following:

* Removal of the possible limitation provided to those electing short-term tier 2.
e (Clarification of CF/CT eligibility for Tier 2 products.
e (Clarification of the planning obligations tied to above CHWM service elections

Section 6 Power Delivery

6.1 — We request BPA affirm in the policy, that power deliverability is a key component of BPA’s
underlying obligations and that it will continue to provide firm delivered products through the PoC

contracts.
Section 7 Carbon

7.1.2 — We support BPA’s efforts to separate emission accounting for Tier 1, Tier 2 and the NR/IP
rates.

Section 8 Long-term Cost-Management

Our utility appreciates BPA’s effort to continually improve transparency and long term cost

management. We request BPA continue to improve in these areas and expand its cost management
efforts to better accommodate the way capital projects are funded and reported on. BPA and associated

agencies have unfortunately not been successful in accomplishing projects on time or on budget. There
have also been a number of instances where funds which should have been directed to rate relief have
been channeled through to fund unplanned initiatives. Preference customers bear BPA's cost risk as
well as the risk of poor market conditions and/or poor hydrological conditions. We believe it important
that through the PoC contracts that customer can rely on BPA to directly return funds thorough rate
relief, DDC, and/or mutually agreed advance funding of capital projects. With this in mind we ask BPA to
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include within this section, language clarifying that BPA will directly assign to customers through a
contractual mechanism, funds associated with better than expected financial outcomes.

Section 9 Conservation

We believe the conservation program offered by BPA has been largely successful through the RD
contracts. There has however been a transition occurring which will likely result in BPA needing
material revision to it’s conservation programs within the scope of the PoC contracts. Two specific items

warranting address in policy is the role of electrification in conservation efforts and treatment for large
industrial loads which do not conform to the time horizons prescribed by BPA’s current programs. These
and others issues are not yet ripe for the Policy ROD but we do believe they should be highlighted to
ensure due consideration is given during the upcoming process.

Additional Considerations

We ask for the addition of a policy section addressing the administrative and process needs of
both BPA and customers. Through the PoC process it will be mutually beneficial for the parties to meet

and determine how to best jointly administer the contracts and relevant provisions. This would include
data submission, reporting, settlement, meter management, and systems upkeep. This has been an
area of growing concern for customers and we fear that without a specific effort called for within the
Policy, it will go unaddressed. Our hope is that a defined and prescribed effort will aid in cost reductions
and better information.

Conclusion

In closing; we again express our thanks to BPA and it’s staff for the efforts surrounding the PoC
process. We look forward to continuing our joint efforts in maximizing the value of the FCRPS for the
benefit of the region.

William (Marc) Farmer
General Manager

Clatskanie People’s Utility District
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COMMENTS OF THE WESTERN PUBLIC AGENCIES GROUP
REGARDING BPA’s DRAFT PROVIDER OF CHOICE POLICY

Submitted: October 13, 2023
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COMMENTS OF THE WESTERN PUBLIC AGENCIES GROUP
REGARDING BPA’s DRAFT PROVIDER OF CHOICE POLICY

Submitted: October 13, 2023
I. INTRODUCTION.

The Western Public Agencies Group (“WPAG™) includes 23 utilities' located in Oregon
and Washington both east and west of the Cascades. Our membership ranges from some of the
Bonneville Power Administration’s (“BPA™) smallest load following customers to some of its
largest and most sophisticated Slice/Block customers. Some WPAG utilities are BPA full
requirements customers, while others own their own resources that they either use to serve their
loads or sell to third parties. The WPAG utilities collectively make up approximately 29 percent
of BPA’s Tier 1 load.

Given the diversity of our group and the varied environments we each operate in, there are
very few (if any) (1) BPA programs that at least one WPAG does not participate in or touch upon,
and (11) BPA power or transmission rates that at least one WPAG utility does not pay. In a real
sense, we are a microcosm of BPA’s larger preference customer base. Our success as a group
depends on transparency, collaboration, and an emphasis on seeking equitable outcomes. We also
acknowledge and accept, however, the agency of each individual WPAG member to be able to
advocate on its own behalf when it determines it necessary to protect its own unique interests. It
is through the above lenses of transparency, collaboration, and equity that WPAG appreciates and
welcomes the opportunity to provide the comments below in response to BPA’s Draft Provider of
Choice Policy (“Draft Policy™).

WPAG commends BPA for running a good process over the last two years to develop the
Provider of Choice policies and policy framework. We may not agree with every decision or
proposal made by BPA in the Draft Policy. However, we fully believe that BPA has provided
ample opportunity for all stakeholders to be heard; that BPA has listened to, if not always agreed
with, its customers; and that BPA has made changes to the proposals it originally made in its
Provider of Choice Concept Paper that reflect customer input. As shown in the Draft Policy, BPA
has the difficult responsibility of balancing a multitude of different perspectives and competing
interests. Many tough issues remain, including rates, product definitions, and contract language,
but we are pleased with how the process has been conducted to date and are looking forward to
seeing the Final Policy early next year. Thank you to BPA and BPA staff.

' The utilities comprising WPAG include Benton Rural Electric Association, Eugene Water and Electric
Board, Umatilla Electric Cooperative, the Cities of Port Angeles, Ellensburg and Milton, Washington, the
Towns of Eatonville and Steilacoom, Washington, Elmhurst Mutual Power and Light Company, Lakeview
Light & Power, Ohop Mutual Light Company, Parkland Light and Water Company, Public Utility Districts
No. 1 of Clallam, Clark, Cowlitz, Grays Harbor, Jefferson, Kittitas, Lewis, Mason and Skamania Counties,
Washington, Public Utility District No. 3 of Mason County, Washington and Public Utility District No. 2
of Pacific County, Washington.
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II. GENERAL COMMENTS.

BPA and its customers face significant post-2028 challenges, as significant as those that
led to the adoption of the Northwest Power Act (“NWPA”). BPA identified a number of those
challenges in the Emerging Landscape section (§ 1.2) of the Draft Policy including:

e Changes in the region’s load and resource mix causing a renewed focus on capacity
constraints and resource adequacy concerns that have led to the emergence of the
Western Resource Adequacy Program (“WRAP”).

e The formation of potential regional day-ahead markets.
e The potential for a West-wide Regional Transmission Organization (“RTO”).

e National, state, and local efforts to shift toward carbon-free resources.

In addition to BPA’s list, WPAG would add the following post-2028 challenges that the
Provider of Choice contracts must help BPA and customers address:

e Expanding conservation and load management obligations under state and, potentially,
national requirements.

e The potential over-abundance of very low-cost energy from an expanding renewable
resource fleet impacting BPA’s secondary energy sales revenue, Federal Columbia
River Power System (“FCRPS™) operations, and BPA’s historic business model.

e Electrification resulting in new demands for electric power (e.g., more electric vehicles
and movement away from natural gas).

e Increasing number and size of New Large Single Loads (“NLSL”) in the form of new
data and server farm loads.

Furthermore, there will likely be other changes in the post-2028 operating environment
that BPA and its customers do not yet foresee but for which they will need the ability to adjust.
This combination of rapid industry change and future uncertainty will require not only adjustments
from the status quo as we transition from the Regional Dialogue (“RD”) to the Provider of Choice
contracts, but also flexible terms within the Provider of Choice contracts that that allow customers
to readily change their relationship with BPA under the contract as their post-2028 needs evolve
over time. Such adaptability will be essential to ensure that the Provider of Choice contracts place
BPA, its preference customers, and the communities they serve in a position where they can thrive
during what portends to be a dynamic post-2028 period. Among other things, WPAG’s comments
below seek to identify and support the proposals in the Draft Policy that we believe will help BPA
and its customers meet this objective as well as to lay out additional concepts and proposals aimed
at the same end for inclusion in the Final Policy.
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III. SPECIFIC COMMENTS.

1. Provider of Choice Principles and Goals.

Draft Policy § 1.1.1 proposes the following four principles to guide the development of the
Provider of Choice policy and contracts:

1. Tier 1 Firm power rates are set at the lowest possible rates consistent with sound
business principles.

2. Provider of Choice Policy and contracts are consistent with BPA’s statutes.

3. Contracts provide long-term supply of electric power through standardized products
and services and transparent processes.

4. Provider of Choice Policy and contracts provide financial stability for BPA and support
BPA’s regional obligations and commitments.

In addition, Draft Policy § 1.1.2 proposes the following Provider of Choice goals that
“embody [BPAs] aspirations for the Policy and contracts™:

1. Provider of Choice Policy and contracts are regionally supported.

2. The Federal Base System is fully subscribed to supply customers’ net requirements.
3. Products and service offerings are equitable.

4. Contracts offer customers flexibility to invest in and integrate non-federal resources.
5. Contracts support customers meeting national and regional objectives.

6. Contracts are administratively straightforward and implementable.

7. Provider of Choice Policy and contracts build on a long history of stewardship and
regional relationships.

WPAG generally supports the principles and goals identified in the Draft Policy. However,
we recommend that proposed Goal #5, “Contracts support customers meeting national and regional
objectives,” be (i) modified to add “including existing and emerging state legal and regulatory
requirements” at the end and (ii) elevated to a principle rather than an aspirational goal. As noted
above, and by BPA in the Draft Policy at page 3, “over the course of the Provider of Choice
contract, the energy landscape is expected to experience shifts driven in part by new federal or
state laws and regulations . . . as well as by regional market development.” Some of these changes
will impact BPA directly, e.g., regional market development. Others will arise from changes in
state law or regulations that apply directly to BPA’s customers but would not be binding on BPA.

28980171 BPA-2024-02017-F 0127



Given its status as a Federal entity, BPA can afford to have “contracts support customers
meeting national and regional objectives™ as an aspirational goal. This is particularly true given
that BPA’s proposed Principle #2 is to ensure that the “Provider of Choice Policy and contracts
are consistent with BPA’s statutes.” However, BPA’s preference customer counterparties are not
so well placed as BPA. For them, ensuring that the contracts help support such customers in
meeting their regional objectives is a legal and regulatory imperative. This is because, in many
cases, the “regional objectives™ that the contracts must support are legal or regulatory requirements
for BPA’s preference customers under state law. Accordingly, 19-year contracts that do not make
“supporting BPA’s customers to meet regional objectives, including existing and emerging state
legal and regulatory requirements™ a principle, risk falling short of what BPA’s customers will
require during the next contract period and could put them in legal or regulatory jeopardy. If BPA
is concerned that this proposal could put BPA in a position where it could not comply because, for
example, the current limits of the Federal Base System to deliver a carbon-free product or federal
law, the language could be amended to state: Contracts support customers in meeting national and
regional objectives, including existing and emerging state legal and regulatory requirements, to
the extent it would not conflict with BPA’s statutes or be inconsistent with prudent utility practice.

In addition, the durability of the Provider of Choice contracts, and the ability of such
contracts to help BPA and preference customers successfully navigate the evolving energy
landscape and challenges they will face during the post-2028 period, will require both:

e Initial contract terms and conditions that allow customers to readily adjust their
relationship with BPA under the contract as their post-2028 needs evolve over time;
and

e Administratively efficient ways to amend and update the contracts and rates.

For this reason, WPAG also recommends that “Contracts are adaptable to emerging markets,
regulatory changes, and evolving end-user needs™ be added as a Provider of Choice principle. The
changes to the energy landscape discussed above require that the next contracts seek a better
balance of certainty (including planning, revenue, rate, and risk certainty) for BPA with optionality
for its customers. The RD framework and contracts favors the former by limiting the latter.
However, BPA and its customers have learned a great deal during RD about how the rigidity of
favoring contract certainty above all can undermine contract durability in the face of a churning
industry landscape. This experience has shown that, without either a shorter contract term or
adjustments that provide more customer optionality, a construct that unduly favors certainty is
likely to fracture under the weight of the changes anticipated after 2028. As stated below in Section
I11.2, WPAG supports a 19-year term for the next contract, but for such long-term contracts to be
successful, they must incorporate the principle of adaptability as recommended by WPAG here
and applied in the balance of these comments below.
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2. Contract Term.

WPAG supports BPA’s proposal to offer Provider of Choice contracts that expire on
September 30, 2044. (Draft Policy § 11.1). The proposed 19-year term will provide BPA and
customers with the long-term certainty they both seek. In addition, it will mean that the Provider
of Choice contracts will expire prior to 2045, when CETA’s 100% carbon-free standard begins.
This is important because CETA’s 2045 mandate will require changes to the §5(b) dedicated
resource mix of at least some BPA customers to remove all carbon emitting dedicated resources
due to regulatory loss. Fixing the termination date before 2045, as BPA proposes, will help BPA
and customers better manage and prepare for this CETA induced §5(b) cliff by preventing any
overlap between the term of the Provider of Choice contracts and the start of the 100% carbon-
free mandate.

3. Standardized Contracts.

WPAG supports BPA’s proposal to negotiate and develop standardized contracts templates
for each product that include options for customer elections and opportunities to negotiate
customer specific exhibits. (Draft Policy § 11.3).

4, Dispute Resolution.

WPAG agrees with BPA’s proposal to use the dispute resolution procedures under the RD
contracts as the starting point for developing the dispute resolution procedures to be included in
the Provider of Choice contracts (Draft Policy § 11.7) and will reserve making any proposed
changes to such procedures until the contract negotiation phase of the Provider of Choice Process.

5. Tiered Rate Construct.

WPAG remains committed to the use of a tiered rate construct and ensuring low Tier |
Rates post-2028 remains an important priority. For these reasons, we support BPA’s proposal to
continue to tier PF rates for sales of firm requirements power under the Provider of Choice
contracts (Draft Policy § 2.2) as well as the following three foundational tenets of adopting a tiered
rate design identified in the Draft Policy:

e Protect the value of the existing federal system from unbound acquisition costs;

e Enable customer resource choice for meeting load growth; and

e Insulate customers from costs associated with other customers’ resource choices.

6. Contract High Water Marks (“CHWM(s)”).

The RD CHWM calculation inherently applied a “first in time, first in right” principle by
rewarding the incumbents, i.e., those utilities that grew first and fastest in the region, with the
largest RD CHWMs and, thus, the largest share of the Tier | System. This helped ensure BPA’s
financial stability by fully subscribing the Tier 1 System, but it also acknowledged the larger
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financial contributions such utilities had made over the years towards the enhancement and
preservation of the Federal Columbia River Power System (“FCRPS”) due to their larger loads
and corresponding larger BPA power bills. Absent such historic payments, the FCRPS would
likely be much smaller than it is today and/or BPA would have been forced to pursue additional
non-preference customer firm load to recover its costs.

However, the Tier | System is a limited and valuable resource. As such, BPA and its
customers have a duty to ensure that it is being put to its highest and best use on the first day of
the next contract. In WPAG’s opinion, the highest and best use of the Tier 1 System is in service
of Tier 1 load. For these reasons, and subject to the comments and proposals below, WPAG
supports BPA’s proposed framework for calculating new CHWMs for the Provider of Choice
contracts using FY 2023 as the index year, including application of the headroom, conservation
(50%), new specified resource (50%), load growth (25%), returning load, and proportional share
(200 aMW) adjustments as proposed by BPA (Draft Policy § 2.4.1). BPA’s proposal will help
ensure that the existing Tier 1 System is largely put to its highest and best use on day-one of the
new contract. This is sound not only from a general policy perspective, but it will also help
safeguard BPA’s ability to meet its goal of ensuring that “the Federal Base System is fully
subscribed to supply customers’ net requirements” and its principle of ensuring that the “Provider
of Choice policy and contracts provide financial stability for Bonneville.”

WPAG does not support increasing the load growth, new specified resource, or
conservation adjustments above the amounts identified in BPA’s proposal because the size of the
existing Tier | System is limited and, at a certain point, increasing the load growth, new specified
resource, or conservation adjustments would require an offsetting scale down of the final Provider
of Choice CHWMSs, Tier | augmentation that is not shared equitably across all customers, or both.
Indeed, under BPA’s current proposal, in the event these three adjustments as currently proposed
by BPA cause or contribute to the aggregate of CHWMs to exceed 7,250 aMW, there would be a
corresponding reduction to the proposed proportional share adjustment. (Draft Policy § 2.4.1.8).
As further discussed in Section I11.6.2 below, WPAG already objects to the potential scaling down
of the proportional adjustment even absent increases to the load growth, new specified resource,
or conservation adjustments.

Furthermore, BPA’s proposed framework currently includes significant upward CHWM
adjustments for conservation (forecasted at 101 aMW), load growth (forecasted at 126 aMW), new
specified resource (forecasted at 22 aMW), and returning load (forecasted at 187 aMW) without
including any projected Tier | augmentation to accommodate such adjustments. This remarkable
and delicately balanced outcome is achieved through the combination of using FY 2023 as the
index year and the proposed “headroom adjustment,” which together result in approximately 570
aMW of Tier 1 headroom (forecasted) being reallocated from approximately 60 flat/declining
utilities to the benefit of conserving, growing, new specified resource, and returning utilities for
the above purposes. For such utilities, the loss of their headroom is a tremendous sacrifice to them
and the communities they serve for the benefit of the greater region that must be acknowledged.
BPA’s rates analysis during the policy workshops demonstrated that increasing the load growth,
new specified resource, and/or conservation adjustments beyond the levels proposed by BPA
would increase the Tier 1 Rates paid by headroom losing utilities at the start of the next contract
with no corresponding benefit to them or the communities they serve. It would be both inequitable
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and contrary to the principles of tiered rates (including the tenets of tiered rates identified above
in Section II1.5) to ask such utilities and communities to effectively pay twice: First, by forgoing
their current headroom to be redistributed to others; and, Second, by paying higher Tier 1 Rates to
augment the Tier 1 System to provide larger load growth, conservation, and/or new specified
resource adjustments to others from which they will receive no benefit. Accordingly, for the above
reasons, BPA must hold the line in the Final Policy on the levels of its proposed load growth, new
specified resource, and conservation adjustments.

6.1 Economic Adjustment.

WPAG appreciates and supports BPA’s inclusion in the Draft Policy of a load-specific
economic adjustment to CHWMs to account for impacts to individual retail consumers arising
from the atypical economic conditions in FY 2023, including record natural gas prices, supply
chain disruptions, high inflation, and labor strikes. (Draft Policy § 2.4.1.2). Many of the retail
consumers that have curtailed their respective loads during FY 2023 due to these poor conditions
are legacy commercial or industrial loads that entire Northwest communities have been built
around and depend upon for economic subsistence. The circumstances impacting such loads are
unique and, fortunately, anticipated to be transitory in nature. It is reasonable for BPA to include
an adjustment to take these conditions into account when calculating final Provider of Choice
CHWNMs. This is particularly true given BPA’s proposal to use FY 2023, i.e., the very year when
the effects of these unique conditions on certain loads have been most acute, to establish the
Provider of Choice CHWMs. Accordingly, BPA’s proposal to provide a limited opportunity to
adjust the final Provider of Choice CHWMs to reflect the level of such loads seen during more
normal conditions under the RD contracts is warranted and appreciated.

However, as a collection of utilities that serve differently situated communities throughout
the region, all of whom were impacted in different ways by the prevailing FY 2023 economic
headwinds, WPAG is concerned that the conditions that must be met to qualify for the economic
adjustment under BPA’s proposal are too narrow. This will place the adjustment out of reach for
many utilitiess—putting some of their important legacy loads and the communities that depend on
them at risk. For these reasons, WPAG recommends the following adjustments to the economic
adjustment:

o Decrease the aMW qualifying threshold to 3 aMW. There is a shared concern that
the 10 aMW threshold currently identified may be too high for some utilities with
sizeable retail loads that do not meet the alternative 10% threshold but (1) are still
significant for both the utility and the community they serve; and (ii) are or were
curtailed during FY 2023 due one or more of the factors identified above. While we
understand BPA’s concern that a lower threshold could result in an additional
administrative burden for BPA, we also note that there are likely many utilities that
experienced large legacy load losses during FY 2023 that still would not qualify for the
economic adjustment under a 3 aMW threshold. For example, one such WPAG
member is Pacific PUD, which saw a labor strike at one of the largest employers in its
community result in an approximate 0.5 aMW reduction to that consumer’s FY 2023
load compared to prior years. Although that is a significant reduction for a utility the
size of Pacific PUD, it would not qualify for the economic adjustment even if 3 aMW
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is used as the threshold. Another WPAG member example is Kittitas PUD, which lost
about 0.5 aMW in FY 2023 in hay press sector load due to global economic
conditions. While well below the possible 3 aMW threshold, if this load returns as
expected it will have a significant impact on Kittitas PUD considering the utility’s small
size and already existing Tier 2 exposure due to other load growth.?

« Expand the historic high load period to include FY 2012 through FY 2022. BPA
proposes to use FY 2019 through FY 2022 as the historic high load period used to
calculate the maximum economic adjustment available for a given individual retail
consumer’s load. One of the chief concerns with this approach is that the
preponderance of the proposed historic period occurred during the COVID pandemic
and it only includes one year, i.e., FY 2019, that is representative of a normal operating
year. Accordingly, WPAG recommends that the historic period be expanded to FY
2012 through FY 2022, which would have the added benefit of providing consistent
treatment with the historic periods used to determine the conservation adjustment.

e Adjust the recovery period to October 1, 2023 through March 31, 2026. The
atypical economic conditions in FY 2023 are impacting different industries differently
and our understanding is that some large and important legacy retail loads in the region
are projecting that their individual loads are unlikely to return to normal operations
until after FY 2025. Accordingly, WPAG recommends that BPA monitor qualifying
loads from October 1, 2023 through March 31, 2026, rather than through FY 2025 as
proposed by BPA, to establish the highest 12 consecutive month recovery load amount
used in the economic adjustment calculation. This would provide an additional six
months for loads to recover compared to BPA’s proposal while also still allowing BPA
to perform and complete the CHWM process in FY 2026 as proposed in the Draft
Policy.

6.2 Proportional Share Adjustment.

WPAG is particularly supportive of BPA’s proposal to include a 200 aMW proportional
share adjustment as part of the CHWM calculations. (Draft Policy § 2.4.1.8). The underlying
principle of tiered rates that load growth pays for load growth requires that any augmentation of
the Tier 1 System, whether during or between contracts, be (i) by broad consensus among public
power; and, (ii) when such consensus is present, shared proportionally so that every utility that
would pay for such augmentation in their Tier 1 Rates receives a corresponding proportional
benefit. Except as noted below, BPA’s proportional share adjustment generally meets this
principle. In addition, the proposal provides some CHWM relief for utilities who temporarily lost
all or portion of an industrial or commercial legacy load during FY 2023 due to the year’s atypical
economic conditions but who would not otherwise qualify for the economic adjustment, e.g., see
the discussion regarding the situations of Pacific PUD and Kittitas PUD in Section II1.6.1 above.

? These outcomes under the economic adjustment demonstrate the importance of the proportional share
adjustment to all utilities, including flat and declining utilities like Pacific PUD and growing utilities like
Kittitas PUD. See Section IIL.6.2 below.
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However, BPA also proposes that, in the event the aggregate CHWMs exceed 7,250 aMW,
it will reduce individual CHWMs by an amount equal to the customer’s pro rata share of the
proportional share adjustment until the aggregate CHWMs equal 7,250 aMW or the 200 aMW
proportional share is exhausted. (Draft Policy § 2.4.1.8). This means that the proportional share
adjustment is BPA’s proposed relief valve in the event aggregate CHWMs exceed 7,250 aMW. If
exercised, this reduction would be to the benefit of BPA’s other proposed adjustments (including
the load growth, conservation, and new specified resource adjustments), which would not be
subject to a similar reduction. From WPAG’s perspective, and because increasing the size of the
Tier 1 System to 7,250 aMW will require approximately 200 aMW of augmentation, the 200 aMW
proportional share adjustment should not be the adjustment subject to reduction based on the above
principle that any augmentation of the Tier 1 System must be shared proportionally. This is
particularly important for those flat/declining utilities who are not eligible for the load growth,
conservation, or new specified resource adjustments because the proportional share adjustment is
the only upward CHWM adjustment that they are eligible for even though they would be paying
to augment the Tier 1 System in their Tier 1 Rates.

On the other hand, we also acknowledge that the types and levels of the adjustments
identified in the Draft Policy were a source of significant contention that left stakeholders on all
sides dissatisfied. We further acknowledge that BPA’s CHWM model currently forecasts
aggregate CHWMs of approximately 7,125 aMW and that the final aggregate CHWMSs may never
exceed 7,250 aMW. Accordingly, rather than adopt its proposal to reduce only the proportional
share adjustment in the event aggregate CHWMs exceed 7,250 aMW, WPAG recommends that
BPA proceed with the following approach:

¢ In the event the calculated aggregate CHWMs equals 7,350 aMW or less, fix the final
aggregate CHWMs and Tier 1 System size at the amount of the calculated aggregate
CHWMs with no reductions to any adjustment.

e In the event the aggregate CHWMs exceeds 7,350 aMW, BPA would sum up the
adjustments received by each customer under the load growth, conservation, new
specified resource, and proportional share adjustments, and to the extent the sum of the
CHWMs exceeds 7,350 aMW, reduce such summed amounts pro rata until 7,350 aMW
is achieved.

The above recommendation is offered as a proposed compromise. As stated above, WPAG
acknowledges that the types and levels of the adjustments identified in the Draft Policy were a
source of significant contention that left stakeholders on all sides dissatisfied. Although we argued
during the policy workshops that BPA should set the maximum Tier 1 System size at 7,250 aMW,
we now propose as a compromise that BPA adopt 7,350 aMW as the maximum possible Tier 1
System size to better ensure that customers receive the full amount of the adjustments that they
would qualify for as proposed in the Draft Policy. We may never need this additional amount, but
including it in the Final Policy will provide BPA and customers a limited amount of additional
room to collaboratively move forward rather than rehash the contentious CHWM adjustment
debates of the last few years.
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Finally, in the event the aggregate CHWMs nonetheless exceed 7,350 aMW, WPAG’s
proposal also provides BPA a more equitable backstop than the proposal in the Draft Policy
because it shares the burden of the reduction across all the adjustments enabled by an augmented
system rather than inequitably placing that burden entirely on the proportional share adjustment.
Indeed, even if BPA does not adopt WPAG’s proposal to increase the maximum possible system
size to 7,350 aMW, we recommend that BPA nonetheless adopt WPAG’s proposal to reduce the
sums of the load growth, conservation, new specified resource, and proportional share adjustments
pro rata if necessary to meet a system size of 7,250 aMW. One advantage of this approach is that
nobody will like it. Sometimes that is the best that can be achieved in a zero-sum game.

6.3  Subsequent CHWM Adjustment Categories.

WPAG is generally supportive of the proposed new public utility and tribal utility
adjustments and associated rate period and contract period limitations. (Draft Policy §§ 2.4.2.2 and
24.23).

We also approve of BPA’s proposed small utility adjustment, which is intended to shield
small utilities from the disproportionate impacts to them of a tiered rate structure. (Draft Policy §
2.4.2.1). We do note, however, that BPA’s proposal to define “small utility customer™ to include
those utilities with PF-eligible load under 5 aMW or less will put the adjustment out of reach for
other small utilities that will just miss the threshold but for whom a tiered rate structure could also
have disproportionate impacts. One such WPAG member 1s Mason PUD #1, which based on
BPA’s CHWM calculation model has 8.84 aMW of PF-cligible load and, therefore, would not
qualify for the small utility adjustment. Mason PUD #1°s load has been flat or declining during
the term of RD contracts, including through FY 2023. However, there is a real possibility that its
load could double in the next 10 years due to planned commercial and residential development in
its service territory. The only upward CHWM adjustment Mason PUD #1 would be eligible for
under the CHWM proposal in the Draft Policy is the proportional share adjustment. However,
given Mason PUD’s #1 small size, its proportional share of the proportional adjustment will
likewise be small at only 0.26 aMW. While certainly helpful, this modest amount will not go far
to alleviate the extreme impacts that the tiered rate structure could have on this small utility if its
load doubles as projected. WPAG recommends that BPA adopt a policy in the Final Policy to
work with customers to identify ways to help small customers like Mason PUD #1 that may not
qualify for the small utility adjustment as proposed by BPA but who are still exposed to
disproportionate impacts under a tiered rate structure in the event their loads grow. This could
include, for example, reexamining the qualifying criteria under the Low Density Discount, which
Mason PUD #1 no longer qualifies for under the current criteria notwithstanding its small size and
the very rural community it serves.

We do not support an adjustment for the U.S. Department of Energy’s (“DOE”)
vitrification plant’s load (Draft Policy § 2.4.2.4) and instead support prior proposals that would
have the vitrification plant’s load served with a DOE backed Small Modular Reactor (“SMR™)
potentially built, for example, by Grant PUD or Energy Northwest. This proposed approach would
not only help protect the value of the existing federal system by helping to keep Tier 1 Rates low,
but it would also facilitate DOE meeting both its high-priority objectives of (i) encouraging (by
providing an immediate load to serve) the development of carbon-free SMRs that can help
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maintain and improve reliability as part of the clean energy transition; and (i1) supporting the
ongoing cleanup, defense materials production, and waste processing and disposal activities at the
DOE Hanford site.

6.4 Calculation of Preliminary CHWMSs and Final CHWMs.

For the reasons identified in Section II1.6.2, which are incorporated into this section by this
reference, WPAG recommends that BPA calculate final Provider of Choice CHWM s in the second
half of FY 2026. We further recommend that BPA calculate preliminary CHWMs in FY 2024
based on (1) the CHWM calculation related determinations made in the Final Policy; and (i1) the
information to be used in the CHWM calculation known as of June 1, 2024, or such other date in
FY 2024 selected by the Administrator, such as FY 2023 measured retail loads, dedicated
resources, NLSLs, and new specified resources, as well as self-funded conservation achievements
from 2012 through 2023, BP-24 RHWMs, etc. The calculation of preliminary CHWMs in FY
2024 will provide sufficient and useful information to customers to help them make various
Above-CHWM and other service elections when the contracts are executed in late FY 2025 even
though final CHWM amounts would not be precisely known until FY 2026. Given that BPA and
customers will have most of the information needed to calculate CHWMs following the close of
FY 2023, and WPAG’s proposal under Section 6.2 to allow the maximum Tier 1 System size to
go up to 7,350 aMW under certain conditions, the difference between the preliminary CHWMs
calculated in FY 2024 and the final CHWMs calculated in FY 2026 is likely to be very small for
most utilities except for those that may benefit from the economic adjustment.

Nonetheless, we further recommend that, during the period between when BPA calculates
preliminary CHWMs in FY 2024 and the determination of final CHWMs in FY 2026, BPA
monitor the economic adjustment, resource un-dedications, and other factors that may result in
changes in the final CHWMSs from the amounts calculated for preliminary CHWMSs. BPA should
update customers early and often as to whether, based on such monitoring, it expects any
deviations between the two, and by how much, so they have sufficient time to act consistent with
their Above-CHWM load service elections if necessary.

6.5  Fixed CHWMs.

Except as otherwise noted in these comments, WPAG supports BPA’s proposal to fix
CHWMSs for the duration of the Provider of Choice contract period. (Draft Policy § 2.4.3).
However, in the event the size of the Tier | System increases due to a mid-contract major increase
in the output of existing Tier | resources, for example due to the proposed Extended Power Uprate
at the Columbia Generating Station (“CGS”) or return of all or a portion of the Canadian
Entitlement, WPAG recommends that BPA share such major increases among all preference
customers by proportionally increasing their respective CHWMs. This approach is superior to an
alternative that would, for example, allocate such an increase exclusively to the Long-Term Tier 2
Rate pool. This is because all preference customers pay for the existing resources that make up the
Tier 1 System in their Tier 1 Rates and share the risk that the output of such resources could be
reduced, and, therefore, should share in the benefits when the output of the existing Tier 1
resources increases. It would be inequitable to customers who elect the Flexible Tier 2 Path at the
start of the new contracts to be shut-out of sharing in the windfall benefit of a major increase in
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the output of the existing Tier 1 System when they pay for such resources in their Tier 1 Rates and

may have made a different election if they had known of the major increase in output at the time
of their Above-CHWM election.

Furthermore, a policy that ensures that major increases in the output of the existing Tier 1
System are shared broadly among all customers via proportional CHWM increases will further
BPA’s Goal #4 that the Provider of Choice contracts “offer customers flexibility to invest in and
integrate non-federal resources.” This is because, absent such a policy, some customers may
anchor themselves to the Long-Term Tier 2 Rate at the start of the contract rather than undertake
the development of their own resources under the Flexible Tier 2 Rate Path in the off chance that
they will miss their opportunity to share in the return of the Canadian Entitlement if they are not
in the Long-Term Tier 2 Rate pool. This would be a bad outcome that could result in less non-
federal resource development and some dissatisfied Long-Term Teir 2 Rate customers in the event
they forwent their opportunity to pursue their own non-federal resource in exchange for a benefit
that may never materialize. WPAG recommends that BPA give such customers the certainty they
need to take action that furthers Goal #4 by taking the guesswork out of this issue. This can be
done by adopting WPAG’s equitable proposal to share major increases to the output of the existing
Tier 1 System across all customers irrespective of their Above-CHWM selections.

Finally, in the event of a significant change to the Tier 1 System that reduces its output
during the post-2028 period, e.g., due to the loss of a major Tier 1 resource, WPAG recommends
that BPA and customers establish a process in the Public Rate Design Methodology (“PRDM™)
for determining how to manage such reductions, if they occur, including defining what type of
event would trigger the process and what level of consensus would be required before moving
forward with a proposed solution. This would be preferable than the rote replacement by BPA of
a lost Tier | resource because it would allow BPA and customers to jointly review the
circumstances that gave rise to the loss and consider more efficient and/or cost-effective
alternatives for addressing it.

7. Before Above-CHWM Load Service Options.

The Draft Policy includes the following two proposals that would allow customers to add
qualifying non-federal resources to offset load that what would otherwise be eligible for the Tier
1 Rate or subject to the take-or-pay provisions:

® Increasing the Non-federal Resource Minimum Threshold for a customer’s non-federal
resource to be included and tracked in the power sales contract from 200 kW to | MW
(Draft Policy § 2.3.3.2); and

e Including a PF Tier 1 Non-federal Resource Allowance that would allow customers to
dedicate generating resources of 1 MW or more, up to an aggregate nameplate of the
lower of 5 MW or 50% of a utility’s CHWM load, to serve load that would otherwise
be eligible to be served by federal power priced at the PF Tier 1 Rate and without
requiring RSS (Draft Policy § 2.3.3.1).
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BPA should adopt both proposals and work with customers to further refine them during
future phases on the basis that they will advance BPA’s goals of ensuring that the Provider of
Choice contracts “offer customers flexibility to invest in and integrate non-federal resources™ and
“support customers meeting national and regional objectives.™

However, with respect to the proposed PF Tier 1 Non-federal Resource Allowance, we
further recommend that BPA remove the requirement that the resource(s) be connected to the BPA
customer’s distribution system. Adopting this recommendation would better advance the above
referenced goals in at least two important ways. First, because not all BPA customers are similarly
situated in their ability to locate renewable generating resources of more than 1 MW in their
respective service territories (e.g., when the service territory is in an area with low solar potential),
eliminating the requirement that an otherwise qualifying resource be connected to the customer’s
distribution system will ensure that all of BPA’s customers have a reasonable opportunity to make
use of the PF Tier 1 Non-federal Resource Allowance.

Second, eliminating the requirement will better allow customers to develop and own such
resources jointly with other preference customers. This could prove particularly helpful for BPA’s
smaller customers, for example, who may have the desire to develop a resource of | MW or more
but lack the wherewithal to do so on their own. Eliminating the requirement would allow such
utilities to partner with one or more other BPA customers to share in the costs, risks, and benefits
of developing an otherwise qualifying resource while still taking advantage of the PF Tier 1 Non-
federal Resource Allowance.

In addition to adopting the proposed increase to the Non-federal Resource Minimum
Threshold and the PF Tier 1 Non-federal Resource Allowance proposal, we recommend that BPA
expressly affirm in the Final Policy that customers will retain the ability to apply BPA and
customer funded energy efficiency without limit to reduce their take-or-pay obligations under the
Provider of Choice contract. The continuation of this policy into the next contract will maintain
the favored status of energy efficiency in resource planning, help BPA meet its energy efficiency
obligations under the NWPA, and better incentivize conservation by customers.

8. Tier 1 Product Offerings.

WPAG supports BPA’s proposal to continue offering the Load Following, Slice/Block and
Block products for the Provider of Choice contracts. (Draft Policy § 3.1). All BPA power
customers benefit from BPA offering a suite of viable Tier | products. For instance, multiple
product offerings for the Provider of Choice contracts will help BPA better meet the diverse post-
2028 needs of its differently situated customers, support the development of new generating
resources, and provide risk mitigation and revenue diversity benefits directly to BPA and indirectly
to its customers. While some of WPAG’s members are likely to continue with BPA’s Load
Following product for post-2028, others will also consider the Slice/Block and Block products as
potential options and will not make a final election until late 2025 when the Provider of Choice
contracts are signed. For this reason, WPAG is grateful that BPA has already commenced

? As discussed above under Section I1l.1 WPAG recommends that “supporting BPA’s customers to meet
regional objectives, including existing and emerging state legal and regulatory requirements” be elevated
to be a Provider of Choice principle rather than a goal.
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workshops to discuss the details of product design and is looking forward to continuing to work
with BPA and other customers to ensure that BPA offers:

e A balanced suite of viable products that provide approximate equivalent value between
products;

e (lear definitions of the risks, benefits, and responsibilities for each product;

e Product enhancements to help preference customers meet the resource adequacy
(including WRAP), carbon compliance, emerging market, and the other requirements
and challenges that customers will face in the post-2028 operating environment; and

e Transparency as to how proposed changes to one or more of BPA’s products will
impact both the product that is proposed to be changed and BPA’s other products.

8.1 Product Offerings and Peak Net Requirements.

Notwithstanding the above, WPAG has deep concerns and many questions regarding the
possible impacts BPA’s proposed peak net requirements calculation could have not only on the
Slice/Block product but also on the Block and Load Following products. Although BPA proposes
in the Draft Policy to calculate peak net requirements for the next contract for its base products, it
provided very little information on how BPA would then apply or use that methodology. Indeed,
BPA acknowledges in the Draft Policy that “there is a need to clearly articulate product design
changes resulting from defining the peaking capability of dedicated resources™ and indicated that
such articulation will take place in future phases after the Final Policy is issued. (Draft Policy §
2.1.2). However, without such information, it is impossible for BPA’s customers to make even a
threshold determination as to whether BPA’s proposed product offerings will or even could meet
the objectives identified above in Section I1L.8.

For example, for the Slice/Block product, customers need to know now, as we are
evaluating the peak net requirement calculation in the proposed Draft Policy, whether BPA still
intends to implement the proposal included in its Concept Paper to claw-back capacity from
Slice/Block customers when BPA determines such customers have capacity in excess of their
calculated peak net requirement. The Draft Policy makes no mention of the claw-back proposal.
If BPA still intends to move forward with the claw-back, then to evaluate the proposed calculation
customers further need to know (1) what exact circumstances would trigger the claw-back, (ii) how
much prior notice will they receive before “excess”™ capacity is recalled by BPA, and (iii) whether
they will be compensated when the claw-back is triggered and, if so, how. Absent such
information, it is not possible to evaluate BPA’s peak net requirement proposal as it relates to the
Slice/Block product or whether the Slice/Block product would even be a viable product moving
forward if BPA’s proposed calculation is implemented.

Transparency as to how BPA intends to use the peak net requirement calculation with
respect to the Load Following product is also needed. BPA has thus far been unresponsive to prior

requests by WPAG to clarify whether it intends to use the proposed peak net requirements
methodology to tier capacity based on 1:2 forecasted monthly peak loads for purposes of applying

14

28980171 BPA-2024-02017-F 0138



the demand rate and, if so, how. This creates the concern that a decision in the Final Policy to
establish a peak net requirements methodology based on 1:2 forecasted monthly peak loads for all
customers could have unforeseen and deleterious rate or other impacts on many of BPA’s Load
Following customers. There is a real possibility that such impacts will only become apparent to
customers after the start of the product development and rates discussions in the subsequent phases
of the Provider of Choice process. Under such circumstances, there could be significant demand
from BPA’s Load Following customers to revisit any peak net requirement methodology adopted
in the Final Policy.

82  Product Offerings and Emerging Markets.

WPAG supports BPA’s proposal to design Provider of Choice firm power products to
operate and accommodate potential changes that may arise from emerging markets. (Draft Policy
§ 3.1.2). WPAG also supports BPA’s recent decision to schedule product design workshops before
the Final Policy is issued so that BPA and customers can start now to discuss how BPA’s post-
2028 products might interface with future markets and what changes may be necessary to do so.
This proactive approach should benefit both BPA and its customers. That being said, and similar
to the discussion in Section I11.8.1 above regarding BPA’s peak net requirements proposal, WPAG
is concerned whether the potential changes that BPA may require to the Slice/Block product could
render the product unworkable for customers. (Draft Policy § 3.4). As stated above, WPAG
strongly supports BPA offering a suite of viable products for the Provider of Choice contract,
including viable Load Following, Block, and Slice/Block products, which diversifies risk and
revenue for the agency and provides other benefits to both BPA and its customers. For this reason,
WPAG encourages BPA to work with customers to make refinements to the Slice/Block product
to accommodate the changing landscape but in a way that maintains the desirability and
workability of the product.

83 Requirement Slice Qutput Test.

Consistent with the objectives identified in Section II1.8 above, WPAG recommends that
BPA commit in the Final Policy to reexamine how it implements the Requirements Slice Output
(“RSO”) test under the Slice/Block product. Under the RD contracts, Slice is allocated based on
the annual amount of critical Slice energy necessary to meet a customer’s forecasted annual Net
Requirement. However, as currently implemented, the RSO test is used to ensure that the critical
component of Slice energy is being used to serve Net Requirement load on a monthly basis. Due
to the inherent uncertainty during any given month around the amount of Slice output and load,
the disconnect between the allocation of critical Slice based on an annual forecast and the
implementation of the RSO test on a monthly basis has created a situation where it can be
mathematically impossible to pass the monthly RSO test. This impossibility has resulted in (i) the
need to create a deeming requirement for Slice/Block customers just to pass the test; and (ii) a
disincentive for Slice/Block customers to use non-federal power (including other carbon-free
resources) to serve their loads to meet the test and/or the deeming requirements.

In addition, there are significant questions as to whether retaining the RSO test would be
appropriate, or even possible, in the event BPA decides to the join day-ahead market where (i) the
critical component of Slice energy would be bid into and dispatched by the market, just like any
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other resource, including federal resources by BPA on behalf of Load Following customers; and
(i1) the Net Requirement load of Slice/Block customers would also be bid into the market to be
served by the market rather than directly by critical Slice energy.

For the above reasons, WPAG is supportive of recommendations made by Slice/Block
customers to revisit the need for the test in the first instance. If the test is still deemed necessary,
WPAG recommends that BPA work with customers to restructure the RSO test so that it is
mathematically possible to pass or, at the very least, to revisit the current deeming criteria. One
potential option to explore, for example, is whether the RSO test should instead be conducted on
an annual or rate period basis rather than the current, unworkable, monthly basis.

84  Product Switching.
WPAG supports BPA’s proposal to include a one-time right for customers to request a
change to their product election during the term of the contract (Draft Policy § 3.1.1), which is
consistent with WPAG’s proposed adaptable contracts principle discussed in Section I11.1 above.

8.5  Replacement Required Off-Ramp.

WPAG recommends that BPA commit in the Final Policy and Final Policy Record of
Decision (“ROD™) to working with customers to design a “replacement required off-ramp” as
proposed in BPA’s Provider of Choice Concept Paper at § 8.5. Under this concept, customers
could terminate their power sales agreement without being subject to the take-or-pay provisions
provided they find another preference customer that is willing to assume their BPA contract
purchase obligation. Provided it can be done in an equitable manner, we think this proposal would
facilitate non-federal resource development by BPA’s preference customers, reallocate Tier 1
power to preference customers who want it, and keep BPA whole from a revenue perspective.
And, for these reasons, adopting a replacement required off-ramp would be consistent with
WPAG’s proposed adaptable contracts principle discussed in Section III.1 above. Such win-win-
win opportunities are rare and should be eagerly seized upon for further development. We also
propose that BPA consider a partial replacement required off-ramp whereby customers could
assign a portion of their Tier 1 allocation to another willing customer rather than terminate their
entire contract altogether as it appears would be required under the replacement off-ramp proposal
in BPA’s Concept Paper.

9. Above-CHWM Load Service.

WPAG supports the Above-CHWM load service options proposed in the Draft Policy.
(Draft Policy § 3.5). These options are a considerable improvement over the single option initially
proposed by BPA in its Concept Paper. Furthermore, BPA’s Above-CHWM proposal makes
significant strides towards meeting WPAG’s proposed principle that the next contracts be
“adaptable to emerging markets, regulatory changes, and evolving end-user needs.” This is
because they present a greater range of options and much more flexibility (at least under the
Flexible Above-CHWM Path) to adjust how Above-CHWM load is served from rate period to rate
period. We appreciate BPA listening and being responsive to customer demands for more and
better options.
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Nonetheless, we recommend that BPA and customers work on further refinements during
the next Provider of Choice phases to provide additional Above-CHWM load service customer
optionality and flexibility where possible to do so without cost shifts. This includes allowing
customers to move during the contract term from the Flexible Above-CHWM Path to the Long-
Term Tier 2 Rate pool under circumstances where other customers are held harmless and/or it
would benefit existing Long-Term Tier 2 Rate customers. For example, potential high-level
concepts for future development and discussion include:

e Allowing Flexible Above-CHWM Path customers to join the Long-Term Tier 2 Rate
pool when the Long-Term Tier 2 Rate pool is long on energy and adding additional
load to the pool could help reduce and/or stabilize the Long-Term Tier 2 Rate.

e Allowing a Flexible Above-CHWM Path customer to exchange places with a current
Long-Term Tier 2 Rate customer who wishes to exit the Long-Term Tier 2 rate pool to
instead use the Flexible Above-CHWM Path.

e Allowing a Flexible Above-CHWM Path customer whose non-federal resource is
acquired by BPA following a BPA RFO (Draft Policy § 2.3.2.1) to augment the Long-
Term Tier 2 Rate pool to join the Long-Term Tier 2 Rate pool at the time its resource
is included in the pool.

Finally, as discussed in Section II1.13 below, the success of the Provider of Choice
contracts will largely depend on their ability to help BPA’s preference customers in meeting their
respective decarbonization goals and obligations. BPA’s Tier 2 products will be a critical
component of meeting this objective. WPAG strongly supports the commitment made by BPA in
the Draft Policy that it will “strive to meet future load needs with cost-effective, carbon-free
resources when acquisitions are required.” (Draft Policy § 7). However, we recommend that in
the Final Policy BPA clarify that it intends to meet this commitment for all acquisitions irrespective
as to whether they are being made to augment Tier 1, the Long-Term Tier 2 Rate pool, or the
Short-Term Tier 2 Rate pool.

9.1 Early-Bird Vintage Resource Tier 2 Rate Option.

Some BPA customers already know that they will start the Provider of Choice contracts
with significant amounts of Above-CHWM load* and are interested in pursuing a Vintage
Resource Tier 2 rate option with BPA based on carbon-free resources (e.g., wind, solar,
geothermal, SMR) with service to commence on October 1, 2028, or as soon as reasonably
practicable thereafter. Based on the recent experience of some WPAG members in procuring solar
generation, the shortest possible lead time for the acquisition of existing resources is 3-4 years
with the lead time for new resources being much longer. Given such long lead times, we are

* For example, BPA’s CHWM calculation model projects that, based on today’s numbers, five utilities will
start the next contracts with at least 10 aMW or more of Above-CHWM for a total amount of Above-
CWHM load among those five utilities of 189 aMW. However, the number of utilities who will start the
next contracts with 10 aMW or more of Above-CHWM will likely increase between now and October 1,
2028, as will the aggregate amount of Above-CHWM load across such utilities.
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concerned that unless BPA acts soon, it will not be able to offer anything other than Long-Term
and Short-Term Tier 2 options that are sourced by the market during the first rate period under the
new contract and, as such, have the carbon content associated with market purchases.

Accordingly, we recommend that within three (3) months of the later of issuing the Final
Policy or calculating the preliminary CHWMs in FY 2024 (if BPA adopts WPAG’s preliminary
CHWM proposal), BPA formally solicit its customers to see who may be interested in and willing
to contractually commit to a day-one, carbon-free Vintage Resource Tier 2 rate product so that
BPA can commence the necessary contracting, statutory, and RFO processes with such customers
and selected counterparties. This would advance non-federal resource development in the region,
help BPA’s customers meet their carbon compliance obligations under state law, and advance the
efforts of both BPA and customers in securing carbon-free physical resource(s) to meet their
respective load obligations on day-one of the next contracts.

10. Peak Net Requirements.

In the Draft Policy, BPA proposes to adopt a new peak net requirements calculation for the
purposes of determining the annual peak net requirement of each customer based on (i) the
customer’s monthly total retail load peak using the customer’s forecast monthly P50 peak hour
load; and (ii) the peaking capability of the customer’s dedicated resources using a modified version
of WRAP’s Qualified Capacity Contribution (“QCC”) methodology. (Draft Policy § 2.1.2).
BPA’s peak net requirements proposal is one of the most controversial and concerning proposals
in the Draft Policy. This is due to the lack of information and certainty as to why BPA is proposing
to adopt a peak net requirement calculation and how BPA intends to use and apply it. For these
reasons, WPAG believes that BPA must address the following in the Final Policy ROD before it
can or should adopt any peak net requirements methodology:

e Assuming BP-24 product elections and no growth of the federal system, analysis
prepared by BPA and provided to the peak net requirements task force shows that BPA
does not expect capacity constraints on its system through the 2043 time frame.> Given
this analysis, why does BPA believe that it needs to establish a peak net requirement
methodology now? We note that BPA took a wait-and-see approach under the RD
contracts and, to date, it has not been necessary to develop a peak net requirements
methodology for the current contracts. Further, based on BPA’s own projections, it
appears it may not be needed for another 20 years. Under these circumstances, why
not take another wait-and-see approach to peak net requirements this time around?

e BPA states in the Draft Policy that it “will implement a peak net requirements
calculation during the Provider of Choice contract period due to the potential for
significant future load growth in the region and anticipated capacity constraints.”
(Draft Policy § 2.1.2). In the event BPA’s current Slice/Block customers switch to the
Load Following product for the Provider of Choice period due, for example, to BPA’s
adoption of its proposed peak net requirement methodology, how would the forecasted
capacity constraints shown in the analysis prepared by BPA and provided to the peak

® Peak Net Requirement Development Presentation at 6 (Jan. 23, 2023).
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net requirements task force change in both the timing and magnitude? If the migration
of Slice/Block customers to the Load Following product due to the peak net
requirements proposal causes BPA’s system to experience earlier and larger capacity
constraints, would this not undermine the purpose and intent of adopting a peak net
requirement in the first instance?

e BPA’s Concept Paper indicated that in months where a Slice/Block customer receives
firm capacity from BPA in excess of its calculated peak net requirement for the month,
BPA would have the right to claw-back the excess firm capacity.® Is this still BPA’s
proposal? If so, (i) what exact circumstances would trigger the claw-back, (i) how
much prior notice will customers receive before “excess™ capacity is recalled by BPA,
and (ii1) will customers subject to the claw-back be compensated and, if so, how?

e It appears that BPA intends to use its proposed peak net requirements calculation to
only establish a maximum amount of capacity that BPA is required to provide a
Slice/Block customer for any given month. However, net requirements under §5(b)(1)
establishes both a maximum amount that BPA is required to provide and minimum
amount that BPA must provide if requested. Accordingly, in those months where a
customer’s calculated peak net requirement exceeds the firm capacity amount that BPA
1s obligated to sell to such customer under its Slice/Block contract, will BPA allow the
customer to request that BPA provide capacity on a planning basis pursuant to §5(b)(1)
up to the customer’s forecasted peak net requirement for the month? From a statutory
perspective, this is necessary to meet the balanced duality of BPA’s obligation to serve
and the customer’s right to request under §5(b)(1). In addition, it would mirror BPA’s
proposal to reduce excess firm capacity when a customer is forecasted to be long on
capacity with a countervailing obligation to serve when a customer is forecasted to be
short.

e Does BPA intend to use its proposed peak net requirements methodology to tier
capacity for purposes of applying the demand rate and, if so, how?

e Explanation as to why BPA proposes to use 50% of the monthly WRAP Planning
Reserve Margin rather than 100% as the basis for the reduction to a dedicated
resource’s QCC value under the proposed peak net requirement calculation.

10.1 Peak Net Requirements and the L.oad Following Product.

Under Draft Policy § 2.1.2, BPA proposes to adopt an annual peak net requirement
calculation for the Provider of Choice contracts. In addition, under Draft Policy § 3.1, BPA states:

Under the Load Following product, [BPA] will meet a customer’s
energy and peak net requirements. In contrast, under planned
products, [BPA] will meet a customer’s energy and peak net
requirements based on a forecast planned annual amount, but the

¢ BPA Provider of Choice Concept Paper at 31.
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customer is responsible for meeting its hourly energy and peak net
requirements.

WPAG respectfully requests that BPA clarify in the Final Policy that, notwithstanding its
adoption of an annual peak net requirement calculation, it will still meet the hourly energy and
hourly peak net requirements of its Load Following customers. Arguably, this could be reasonably
inferred from the above quoted language, but given the uncertainty discussed above about how
BPA intends to implement peak net requirements, we believe it is incumbent on BPA to be crystal
clear as to how it will continue to serve the hourly energy and hourly peak net requirements of
Load Following customers under the Provider of Choice contracts. The requested clarification
would be consistent with NWPA §5(b)(1) and its legislative history, which in relevant part states
that the term “firm power load™ under §5(b)(1) is “intended to mean the power the [BPA] customer
is obligated to make continuously available to its purchasers (subject to the effect of force majeure
or uncontrollable events clauses).”” It is also consistent with BPA’s historic implementation of
the Load Following product and the original 5(b)/9(c) Record of Decision issued in 2000, which
in relevant part states:

BPA believes that any sales under section 5(b)(1) for any purpose
must be reasonably based upon a customer’s actual hourly or
planned net loads and related to serving those loads . . . BPA offered
products in its initial power sales contracts based on both types of
service, planned and actual loads.®

For the Provider of Choice contract, the Load Following product is the product based on
actual loads. It is for this reason that BPA should clarify that the peak and energy §5(b)(1) net
requirements of Load Following customers will continue to be determined based on the actual
hourly measured load of such customers during the Provider of Choice contracts. On the other
hand, if this is not BPA’s intent, then BPA must make such alternative intent clear in the Final
Policy and Final Policy ROD to put Load Following customers on notice. If so, this would be a
staggering change in BPA’s interpretation and application of §5(b)(1) because it converts what is
currently a statutory and contractual right of Load Following customers to have BPA meet their
hour-to-hour loads to a mere contractual one. This would be of enormous concern because
contractual rights expire, statutory ones do not. For the above reasons, we repeat our request that
BPA provide clarification on this issue in the Final Policy and ROD.

10.2 Stand-alone Planning Reserve Margin (“PRM”) Product.

WRAP compliance will be important for all BPA customers during the Provider of Choice
contracts not only for resource adequacy purposes but also for potential day-ahead market
participation purposes. Indeed, the continued viability of BPA’s planned products may in large
part depend on whether there are reasonable avenues for BPA’s customers taking such products to
be able to demonstrate WRAP compliance. For these reasons, WPAG appreciates and supports
BPA’s proposal to explore an additional stand-alone PRM product to help planned product

T8 Rep. No. 96-272, 96th Cong. 1st Sess., 26 (1979) (emphasis added).
* Administrator’s Record of Decision for Policy on Determining Net Requirements of Northwest Utility
Customers Under Sections 5(b)(1) and 9(c) of the NWPA at 77-78 (May 2000) (emphasis added).
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customers meet WRAP requirements. (Draft Policy § 3.1). While we understand that the details
of any such additional service will need to be worked out in subsequent phases, we also
acknowledge that BPA’s willingness to explore the possibility is an important first step.

11. Rate Discounts.

WPAG supports BPA’s proposals to continue to provide the Irrigation Rate Discount
(“IRD”) (Draft Policy § 5.1) and Low Density Discount (“LDD") (Draft Policy § 5.2).

In the Draft Policy, BPA states that it intends to review implementation details for the LDD
such as eligibility criteria, discount level, and applicable rates in future rate proceedings.
Nonetheless, we recommend that in the Final Policy ROD, BPA specify that among the items to
be considered is whether adjustments should be made to the LDD eligibility criteria to account for
the fact that BPA’s rural, low density preference customers are increasingly locating their
distribution facilities underground due to reliability and other concemns, including wildfire
mitigation and increasing the useful life of such facilities. Although locating distribution facilities
underground rather than overhead is more expensive by a factor of five or more per line mile, it
does have the benefit of allowing utilities to create more efficient distribution systems with less
total line miles compared to systems that rely primarily on overhead facilities. This is because,
whereas overhead facilities must largely follow public rights-of-way when moving from point A
to point B, underground facilities do not. Unfortunately, such efficiencies can be disqualifying
under BPA’s current LDD criteria, even when they occur in the service territories of some of
BPA’s most rural and sparsely populated preference customers. This is likely to become a greater
issue during the Provider of Choice contracts as utilities increasingly locate facilities underground
for the reasons stated above. Accordingly, WPAG recommends that BPA commit in the Final
Policy ROD to reviewing the LDD eligibility criteria with customers to determine whether changes
are warranted to account for the increasing use of underground distribution facilities by BPA’s
rural customers.

In addition, WPAG recommends that in the review of the implementation details for the
LDD, BPA and customers seek to ensure stable and gradual rate changes for LDD utilities. Such
utilities can currently face sudden and significant increases in their BPA power bills in the event a
somewhat modest change in circumstances results in their failure of either the K/I ratio test or the
C/M ratio test notwithstanding their continued compliance with the other. For this reason, WPAG
recommends that BPA and customers work together to develop an LDD Phase-Out Adjustment
that helps utilities avoid the “LDD cliff” as they transition out of the discount. In addition to
ensuring stable and gradual rate changes, WPAG further recommends that any potential changes
to the LDD program should also include a review of whether 12 customers per pole mile should
continue as the threshold for receiving a benefit, or whether something higher should qualify. At
a minimum, more support is needed as to why 12 customers per pole mile is an appropriate
threshold for “low density.”
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12. Power Delivery.

12.1 Transmission.

The Draft Policy expressly does not address BPA’s Transmission products and services,
which BPA states are outside the scope of the Draft Policy. (Draft Policy § 6.1). WPAG joins
PPC, NRU, and other preference customers to request BPA include a more affirmative statement
in the Final Policy as to its obligation to ensure that there is sufficient capacity for the transmission
of federal power to satisfy BPA’s contractual obligations to its preference customers. Specifically,
we recommend that BPA include the following language in the Final Policy:

Whenever requested by a public body or cooperative entitled to
preference and priority under the Bonneville Project Act, BPA is
obligated to offer to sell electric power to that public body or
cooperative through contracts that cannot exceed 20-year
terms. Congress also authorized BPA to construct, own, and operate
transmission or to purchase transmission to deliver the electric
power in satisfaction of this contractual obligation. In exercising its
authority to market and transmit electric power, BPA’s statutes
provide that there be sufficient capacity for the transmission of
federal power—generated or acquired—to satisfy BPA’s
contractual obligation. Prior to 1996, BPA fulfilled this obligation
through a bundled power and transmission contract. With the
advent of transmission deregulation in 1996, BPA has fulfilled this
obligation by and through its adoption of the Open Access
Transmission Tariff. Under its OATT contracts, BPA has a legal
obligation to provide transmission service, consistent with the terms
of the Tariff and contracts.

We further urge both BPA business lines to ensure that they are ready following release of
the Final Policy to begin positioning Transmission’s policies and processes so that they facilitate
rather than hinder the full implementation of the Provider of Choice policies and contracts by but
not limited to:

e Determining how BPA-Transmission intends to employ BPA’s NT Memorandum of
Agreement to secure firm transmission to deliver specific generating non-federal
resources used to serve the Above-CHWM load of preference customers;

e Identifying how the policies, timelines, and procedures to be codified in the various
Provider of Choice records of decision will align with BPA’s Tariff and its obligations
to plan and build its transmission system to meet the 10-year load and resource
forecasts that are annually submitted by its customers;

e Working both internally and with other transmission providers in the region to ensure
the timely development of the gigawatts of high voltage transfer capability that will be
necessary to meet the aggregated requirements of state renewable portfolio standards,
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greenhouse gas regulations, electrification plans (transportation and buildings), and
growing industrial loads; and

e Evaluating with customers the use of Load Aggregation Point (“LAP”) prices and/or
other prices as appropriate established in the energy imbalance market or potential day-
ahead market to establish the pricing of those BPA products and services that are
currently based on a market price index or assess non-cost-based penalties (e.g., UAIL
ESS, etc.), similar to BPA’s recent move to use applicable hourly LAP prices for
financial loss returns.

WPAG fully acknowledges and appreciates that BPA has already started some of the
requested coordination and work in, for example, BPA-Transmission’s Network Operating
Committee and Evolving Grid processes. We thank BPA for its proactiveness and are looking
forward to more collaboration in the future.

12.2 Transmission — Incentivizing Local Resource Development.

WPAG recommends that the Final Policy establish “incentivizing local resource
development to alleviate regional transmission constraints™ as a key policy for BPA-Transmission
under Provider of Choice. More resources sited closer to loads will ultimately alleviate pressure
for larger regional transmission builds, which will save both BPA and customers time and money
over the long run. Once established in the Final Policy, BPA and customers should discuss various
means to implement the policy including, for example, potential enhancements to the Short
Distance Discounts for both the NT and PTP products as well as potential options to fast-track the
interconnection process for resources that are to be located next to the loads they are intended to
serve.

12.3 Transfer Service.

WPAG supports BPA’s proposal under Draft Policy § 6 to continue to provide transfer
service for federal and non-federal power deliveries and that transfer customers pay the same, or
similar, categories of costs as those paid by directly connected customers. Providing transfer
service for non-federal resources is essential for ensuring that such resources are put on a level
playing field with federal alternatives, i.e., Tier 2 services from BPA, and would support the goal
of ensuring that the next contracts “offer customers flexibility to invest in and integrate non-federal
resources.” However, WPAG also agrees with BPA’s proposal to place a maximum cap of 41
incremental MWs per fiscal year on transfer service for non-federal deliveries, as is included under
the RD contracts today, as well as limiting eligibility of transfer service for non-federal resources
to a single leg.

13. Carbon and Other Environmental Attributes.

The success of the Provider of Choice contracts will largely depend on their ability to help
BPA’s preference customers meet their respective decarbonization goals and obligations. While
there remains a lot of work to be done in this area, we believe that the proposals made by BPA in
the Draft Policy related to carbon and environmental attributes are a significant first step and that
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they will prove to be among the most consequential policies adopted by BPA in the Final Policy.
Indeed, from a WPAG member perspective, a substantial portion of the value proposition of the
Provider of Choice contracts includes the following carbon/environmental attribute commitments
made by BPA in the Draft Policy:

e Commitment to “strive to meet future load needs with cost-effective, carbon-free
resources when acquisitions are required.” (Draft Policy § 7).

e Commitment to “provide information through its Resource Program and other public
forums on ways [BPA] is achieving its strategic goals related to decarbonization, which
in turn customers can use to demonstrate progress toward their state targets.” (Draft
Policy § 7).

e Commitment to “convey the environmental attributes of the power sold, including
emissions and any renewable energy credits (RECs), commensurate with a customer’s
firm power purchase amount and rate elections.” (Draft Policy § 7.1). This includes
the conveyance of RECs based on the actual amount of power purchased by a customer
at PF Tier | rates, PF Tier 2 rates, the NR rate, and the IP rate based on the number of
RECs generated by the resources assigned to the respective rate’s cost pool. (Draft
Policy § 7.1.1).

e Commitment to allow customers to “elect whether [BPA] transfers their RECs to them,
to another customer, to a third-party-managed REC market or to a BPA-managed
subaccount.” (Draft Policy § 7.1.1).

e Commitment “to provide separate emissions accounting for power purchased at PF Tier
1 rates, PF Tier 2 rates, the NR rate, and the IP rate based on the emissions attributed
to the resources assigned to the respective rate’s cost pool.” (Draft Policy § 7.1.2).

e Commitment to provide transparent accountings of the fuel mix and conveyance of
environmental attributes and to do so in a manner that is flexible enough to adapt to the
wide variety of existing and evolving needs. (Draft Policy § 7.1.2).

WPAG recommends and supports BPA’s adoption in the Final Policy of each of the above
listed carbon/environmental attribute related proposals. Specifically, with respect to the issue of
environmental attributes, we reemphasize our support of the policies expressed in Draft Policy §
7.1, which affirm that the environmental attributes of the federal system will be conveyed
“commensurate with a customer’s firm power purchase amount and rate elections.” This approach,
at a high level, is consistent with BPA’s statutory obligation to provide public body and
cooperative customers “preference and priority in the sale of federally generated power™ and is
equitable under commonly accepted ratemaking principles.

? See, e.g., NWPA §§ 10(c) and 5(a) and Bonneville Project Act §§ 4 and 5.
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management]. Battery storage technology by its very nature does not
generate electricity, but rather withdraws energy at one point in time
and discharges energy at a later point. Thus, when used as NCEMPA
proposes, battery storage technology is inherently a load-shape
modifying device, designed not to reduce a customer's overall load
but to shift the incidence of such load, i.e., to manage the customer's
demands.

Furthermore, we note that section 9.4 of the [PPA] does not limit the
kinds of technology that may be used as Demand-Side Management.
Rather, the language of section 9.4 appears to be drafted so as to
capture a broad range of technologies, including those existing,
nascent, and even those that do not yet exist, all of which are capable
of providing Demand-Side Management products and services. We
find that a range of storage technologies may generally fit within
this definition, including battery storage technology when used as
NCEMPA proposes to do so here. As discussed above, battery
storage technology does not independently generate energy, but
rather charges and discharges in different time intervals. Similar to
other demand-side management activities, such as pre-cooling
buildings overnight or midday to avoid withdrawing energy to
provide air conditioning during afternoon peak load conditions,
NCEMPA's proposed use of battery storage technology simply
determines when energy is consumed.'?

The definition of *“conservation” under the NWPA can be reasonably read to include
demand-side management activities as contemplated by FERC in the above discussion. This is
because the NWPA defines “conservation™ to mean “any reduction in electric power consumption
as a result of increases in the efficiency of energy use, production, or distribution.” Further, the
NWPA defines “electric power” to mean “electric peaking capacity, or electric energy, or both.”'*
Accordingly, to qualify as conservation under the NWPA, an increase in the efficiency of energy
use must only reduce either the consumption of electric peaking capacity or the consumption of
electric energy. It need not do both. Demand-side management, including the use of battery
storage technology for demand-side management purposes, as acknowledged by FERC, would
meet this definition because it would result in a reduction of a BPA customer’s consumption of
electric peaking capacity from an increase in the efficiency of energy use, i.e.. by shifting such
customer’s consumption of energy from periods of peak demand to off-peak periods. This is all it
needs to do to qualify as conservation under the Act.

Furthermore, like the definition of “Demand-Side Management™ reviewed by FERC in
NCEMPA, the definition of “conservation” under the NWPA does not limit the kinds of technology
that may be used as conservation, but instead such definition is drafted to capture a broad range of
technologies, including those existing, nascent, and even those that did not yet exist when the

12 1d. at 99 33-34.
16 U.S.C.A. § 839a(3) (emphasis added).
16 U.S.C.A. § 839a(9) (emphasis added).
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NWPA was adopted in 1980, so long as they are capable of providing conservation as defined
under the Act.'> For the reasons stated above, this now includes battery storage technology.

While FERC precedent is not binding on BPA, it can be persuasive and is indicative of
how energy efficiency is evolving within the industry to include battery storage. Utility sized
battery storage projects could be located within preference customer substations or at large
customer sites and our recommendation is that, because their potential use for demand-side
management purposes brings them reasonably within the definition of conservation under the
NWPA, they could be funded, at least in part, with redirected post-2028 EEI budgets. Potentially,
these utility-scale storage projects could help:

(1) Address the capacity concerns BPA identified in its Provider of Choice Concept
Paper, Draft Policy, and Provider of Choice workshops by reducing peak demand
loads (and thus the consumption of electric peaking capacity);

(i)  Provide daily and monthly shaping;
(i)  Enhance frequency control;
(iv)  Mitigate transmission constraints;

(v)  Provide customers with a way to limit their exposure to potential changes as to
how BPA will price capacity; and

(vi)  Provide increased opportunities for BPA preference customers to achieve the
aggressive carbon reduction mandates found in western state energy polices (e.g.,
WA’s CETA, CA’s AB 2625, OR’s HB 2021) by storing renewable energy that
may otherwise be spilled for lack of load during non-peak periods and releasing it
during peak periods, which can reduce natural gas or coal generation during such
peak periods. Furthermore, it is important to acknowledge that reducing natural
gas and coal generation with battery storage not only has the benefit of reducing
greenhouse gas emissions but also, importantly, reduces generation in energy
burdened communities.

Accordingly, for the above reasons, WPAG recommends that utility scale battery storage
be eligible for EEI funding post-2028 and respectfully requests that BPA commit to implementing
this proposal during the separate public process for conservation that BPA intends to hold in
advance of October 1, 2028.

16. Cost Control.

Some of the cost control lessons learned by preference customers during the RD contracts
include that:

15 See NCEMPA, 172 FERC P 61249 at § 34.
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(1) BPA’s long-term take or pay contracts, in their current form, places the risk that
costs could rise excessively squarely on preference customers;

(1)  When such costs do rise excessively, the take-or-pay construct means that
preference customers have no direct means to limit their exposure (e.g., customers
cannot reduce their BPA power bill by reducing their demand) but instead must rely
on BPA to agree that there is a problem and then hope for BPA to act;

(1)  BPA can and will take steps to address the cost concerns of its customers, but only
when BPA determines that it 1s in BPA’s business interest (rather than in the
interests of its customers) to do so, but that realization and follow-through may
come too late for Pacific Northwest communities and businesses;

(iv)  BPA’s Integrated Program Review and Capital Investment Review processes, in
and of themselves, do not offer preference customers a level of cost protection and
control commensurate with the level of cost risk they assumed in the RD contracts;
and

(v) BPA’s statutory obligation to provide preference customers power at cost does not
prohibit BPA from adding new cost categories that raise its revenue requirement.

Based on the above, the Provider of Choice contracts must provide a more equitable and
balanced allocation of both cost risk and cost control between BPA and customers than the current
contracts. To this end, we recommend that BPA adopt in the Final Policy the following proposals,
many of which were included in the Public Power Post-2028 Concept Paper submitted to BPA on
March 30, 2022:

e Defining Targets Directly in Contract or Policy Documents. BPA’s adoption of its
2018-2023 Strategic Plan and, specifically, the commitment within the plan to keep the
sum of BPA’s program costs at or below the rate of inflation through 2028 was a
watershed moment that brought the cost management discipline that had been lacking
in the early years of the current contract. BPA should include a similar commitment in
the Provider of Choice contracts. Such a commitment could include, for example,
capping rate period to rate period increases in power rates and/or program costs to the
rate of inflation, or otherwise fixing rate period program cost or rate levels.

e Setting BPA’s Financial Policies for the Duration of the Provider of Choice
contracts. As discussed above, while certain elements of the 2018-2023 Strategic Plan
did bring needed cost-management discipline to the power business line, the building
financial resiliency objective of the plan has proven to be a source of upward rate
pressure as BPA has sought to meet the objective by adopting various policies targeting
its debt utilization, debt capacity, and liquidity (including by adopting its Financial
Reserve and Leverage Policies). Due, in part, to the polices adopted by BPA and, in
good part, to a secondary energy market that has rebounded, BPA’s financial health
has improved since the adoption of the 2018-2023 Strategic Plan and its 2018 Financial
Plan counterpart. However, that BPA would adopt such policies to improve its own
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financial condition — and unilaterally impose the resulting costs on its preference
customers to do so — was not contemplated during the negotiation of the RD contracts.
To avoid a similar set of surprises during the term of the Provider of Choice contracts,
the next contracts should fix the financial policies that will be in place during the term
of the contract and any amendments or additions thereto should be limited to only those
that are agreed to by BPA and a super-majority of its preference customers.

e Cost Management Advisory Groups. BPA and customers should revisit the concept
explored during the RD process of Cost Management Advisory Groups (“CMAG(s)”).
CMAGs would be made up of a defined number of knowledgeable and qualified
representatives selected by the customers. The CMAGs would provide input to BPA
on cost levels used for rate setting, major policy decisions that drive future costs, and
the capital program; review financial performance of the agency; and provide input to
Corps, Bureau, Energy Northwest and other entities that manage costs in BPA’s rates
as well as BPA. BPA would provide information to the members of the CMAGs so
they can provide informed input. There could be one CMAG for all costs or, in the
alternative, multiple CMAGs for type of costs (e.g., CMAGs for hydro O&M and
capital, Fish & Wildlife, Transmission, etc.). In the event of a disagreement between
the CMAG and BPA, the dispute could be reviewed by an independent panel of
knowledgeable persons that would provide a recommendation to the Administrator,
who would retain final decision-making authority.

e Share the Pain Mechanisms and Cost-Based Off-Ramps. As mentioned, one of the
lessons under the current contracts is that BPA can and does take action to control its
costs when it perceives that there is a risk to its business interests if it does not.
However, our further experience is that this risk signal is too attenuated under the
current framework and that it takes at least three two-year rate periods of constantly
badgering BPA about cost control before it responds to customer demands that it reign
in its costs. Accordingly, the next contracts should include share the pain mechanisms
and/or off-ramps to provide not only more price certainty to customers but also a better
and more urgent signal to BPA to change its cost course when necessary. Options that
should be adopted in the Final Policy and scheduled for further development in the next
phases of the Provider of Choice process include (i) contractual off-ramps tied to cost
management that would allow preference customers to reduce their load on BPA if
BPA’s rates exceed a defined benchmark; and (ii) provisions that require BPA to match
rate period to rate period rate increases with cost reductions.

While we understand BPA has concerns regarding the risks of off-ramps tied to cost
management, we believe that BPA can mitigate those risks by proactively controlling
its costs so that the off-ramp does not trigger, which is the entire intent and purpose of
the off-ramp. This approach has the benefit of aligning cost control with cost risk
because it places both the ability to control costs and a greater share of the risk for
failing to do so on BPA. This contrasts with the status quo, which places the former
exclusively with BPA but the latter principally with BPA’s customers. In addition, in
the event the off-ramp does trigger, BPA can further protect itself and its remaining
customers by undertaking additional cost control actions, redistributing released
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CHWMs to remaining customers who request it, and/or requiring make-whole
payments as a condition of exercising the off-ramp.

e Reduce BPA’s Post-2028 Non-IPR Costs. Non-IPR Costs should not be given a pass
from cost control efforts. Replicating the RD’s take or pay rate construct without
additional certainty regarding BPA’s post-2028 non-IPR costs, such as the expected
post-2028 costs associated with the Residential Exchange Program, Fish Accords, and
Canadian Entitlement, is a losing proposition for BPA and its preference customers
post-2028. Steps must be taken as soon as possible to reduce and provide post-2028
certainty around these enduring cost burdens so that BPA and its customers can nimbly
manage the new opportunities and risks of the post-2028 period while keeping power
rates low.

17. Emerging Markets.

There are currently three ongoing processes the outcomes of which will have profound
impacts as to how BPA serves its customers during post-2028 period: (1) Provider of Choice policy
and contracts, (2) WRAP implementation, and (3) BPA’s day-ahead market process. BPA must
"square the circle" by being clear as to exactly how the policy and contracts, WRAP, and any
market will work together to ensure system reliability and value to BPA’s preference customers
before tendering the Provider of Choice contracts. For example, BPA proposes to design its
Provider of Choice firm power products to operate and accommodate potential changes that
emerging markets may bring. (Draft Policy § 3.1.2). Although the decision as to whether BPA
will join a day-ahead market will be made in a separate process, WPAG recommends that any
changes to BPA products in the Provider of Choice process to accommodate BPA’s participation
in a day-ahead market be informed and consistent with WPAG’s proposed principles in BPA’s
day-ahead market process that BPA’s participation in a day-ahead market:

e Preserve and enhance the value of BPA’s products and services;
e Be consistent with BPA’s statutory, regulatory, and contractual obligations; and

e Enable and in no way hinder BPA’s ability to deliver on the promises it makes to
preference customers in the Final Policy and Final Policy ROD.

This includes but is not limited to ensuring that the environmental attributes of the federal
system are delivered to preference customers consistent with the commitments made in the Draft
Policy, ensuring power rates are based on the cost of the federal system, effectuating preference to
surplus and to firm power in moments of scarcity within the market footprint, and maintaining a
firm and deliverable power supply to BPA’s preference customers.

BPA has also recently indicated that it will propose contractual language in a future
Provider of Choice phase whereby preference customers would agree that, if BPA joins a day-
ahead market, they could be served directly by the market rather than directly by BPA. While
BPA has not yet released its proposed language, our limited understanding of what BPA intends
to propose presages a foundational shift in how preference customer loads would be served by
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BPA during the Provider of Choice contracts and, potentially, how preference rights will be
applied (or not) in the future. As preference customers who value their 80-plus year business and
legal relationships with BPA, this is fraught ground that must be navigated with a full (i) upfront
acknowledgement by BPA of the statutory and other legal rights of BPA’s preference customers;
(i1) shared and transparent understanding among BPA and its preference customers as to the
purpose of BPA’s to be proposed day-ahead market contract language as well as the statutory and
legal rights of preference customers potentially implicated/altered by it; and (iii) shared and
transparent understanding among BPA and its power customers as to the potential impacts and
changes that BPA joining a day-ahead market will have on BPA’s firm power products, rates, and
risk and financial policies.

Absent such an approach, negotiating and achieving consensus on such language may
prove very difficult. Based on this possibility, WPAG recommends that, in the workshops
beginning later this fall, BPA and customers also address the question of whether BPA should be
ready to develop alternative contracts in the event some BPA customers do not agree to BPA’s
proposal to include contract language allowing BPA to serve them through market dispatches.
These workshops should explore what options may exist for customers who do not wish to be
served through market purchases, including whether a day-ahead market accommodates this
possibility, what design features would be required to enable this, etc. In addition, absent the
ability of the market to accommodate such an approach, BPA should outline what other options
may exist for customers to schedule their generation to their load consistent with historic practice
and to minimize settlement costs associated with a market. To be clear, this 1s not intended to
presuppose the need for such an outcome, but instead to acknowledge the possibility, similar to
how BPA offered under RD to develop a non-CHWM contract in the event a preference customer
refused to take service under tiered rates or forgo their ability to receive billing credits or
participate in the Residential Exchange.'®

IV. CONCLUSION.

The post-2028 challenges facing BPA and its customers are as significant as those that led
to the adoption of the NWPA. Aadaptable contracts will be essential to ensure that BPA, its
preference customers, and the communities they serve are in the best possible position to meet
these challenges during what promises to be a dynamic post-2028 period. The Draft Policy
includes a number of proposals that we believe will help BPA and its customers meet this
objective. We also believe that the moment calls for even bolder action by BPA to ensure that it
and its customers have the necessary tools to deftly manage an uncertain future. Adopting the
concepts and proposals laid out in these comments in the Final Policy would be a good start
towards meeting this end. Even after doing so, many tough issues will remain, including rates,
product definitions, and contract language. WPAG looks forward to working with BPA to
confront those outstanding issues in the next phases of the Provider of Choice Process. We are
pleased with how the process has been conducted to date and again thank BPA staff for their hard
work. Finally, thank you for the opportunity to comment.

' Long-Term Regional Dialogue Contract Policy Record of Decision at 4, 29-30 (Oct. 31, 2008).
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product offerings or basic design of products to date.” (POC-044-EWEB). Cowlitz commented that
Bonneville should offer products that “are workable for the duration of the contract, do not create
undue cost shifts, preserve the value of the federal system, and maintain product equitability.” Cowlitz
commented that future products should allow customers flexibility to incorporate new loads and
resources.” (POC-014-Cowlitz).

WPAG noted that, “multiple product offerings for the Provider of Choice contracts will help BPA better
meet the diverse post-2028 needs of its differently situated customers, support the development of new
generating resources, and provide risk mitigation and revenue diversity benefits directly to BPA and
indirectly to its customers.” (POC-045 WPAG). PPC supported Bonneville offering an array of products as
well as “equitable value proposition across product types achieved through the specifics of products
features and rate design.” (POC-029-PPC).

Franklin PUD expressed concerns about how the value between products is being assessed, specifically
stating that the draft Policy “appears to encourage load following preference over Slice/Block
preference.” (POC-026-Franklin).

Evaluation and Decision

Commenters supported Bonneville offering a suite of products but noted concerns around potential
changes to products as well as product equity. Bonneville recognizes that it has not provided product
design details to allow full consideration of the specific products and their associated design features.
Bonneville explained in numerous workshops and stated in the draft Policy that product design details
will be developed during the policy implementation and contract development phase. After publication
of this Policy, Bonneville will work with customers to design the Load Following, Block (including Block
with Shaping Capacity option), and Slice/Block products. Bonneville and customers will consider the risks
and benefits associated with each product during the product design phase.

Regarding product equity, Bonneville does not intend that all products offer the same features or the
same value propositions. Bonneville designs various products to provide customers with options for
serving their loads with varying levels of flexibility in operating non-federal resources. Bonneville will
design products that clearly delineate what features and benefits each product provides, and customers
will have an opportunity to determine which product is the best fit for them. Bonneville recognizes that
a product a customer selected under Regional Dialogue may no longer meet its needs for Provider of
Choice, and each customer will make that evaluation.

Bonneville did not propose how products would be priced since applicable rates for such power sales
and services have yet to be established. Bonneville understands customers feel that is an important
aspect to consider when assessing whether the offerings are equitable. Bonneville expects that firm
power products that provide more features will be subject to higher rates than those that provide a
limited level of service. Under Regional Dialogue, for example, Bonneville meets the variability in loads
for load following customers and therefore those customers pay a higher final rate than planned
product customers. Some commenters acknowledged this paradigm in their comments in urging
Bonneville to offer a balanced or equitable product offering. The PRDM will establish the rate
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The group requested clarification on Bonneville’s “intent on the balance between products.” (POC-024-
AHWM-Group).

Snohomish “supports the development of non-federal resources to meet load growth, and views viable

I"

Planned Products as central to accomplishing this goal.” They commented that the construct provided
under Regional Dialogue allowed planned product customers the ability to integrate their non-federal
resources and requested that Bonneville preserves that framework under Provider of Choice. (POC-033-

Snohomish).
Evaluation and Decision

There is a marked difference between the risk assumed by customers depending on the customer’s
product choice. The difference in product requirements for dedicating non-federal resources reflects the
resource and supply risk accepted by customers that elect a planned product compared to customers
that choose the Load Following product. Load Following customers receive the benefit of Bonneville’s
management of that risk.

Planned product customers are responsible for meeting their hourly load obligation above the planned
power amounts Bonneville provides. In contrast, customers that choose the Load Following contract
have the right to choose and dedicate non-federal resources to serve their load but those resources are,
by the contract, expected to be used according to their forecast amounts since Bonneville’s obligation is
to meet the customer’s needs in every hour net of the customer’s resources. Should a Load Following
customer’s resource not produce power as forecasted, arrive as scheduled, experience an unplanned
outage, or if a peak load event, such as a deep cold freeze, increases demand unexpectedly, Bonneville
assumes that risk through its obligation to supply all the electric power needed by the customer to serve
its load when such events occur. In order to plan for this load obligation, Bonneville needs to know how
Load Following customers’ non-federal resources will be used to serve load. Bonneville believes it is
reasonable to maintain its policy proposal for dedicating non-federal resources as a key product design
feature. As Snohomish acknowledged, the Policy is intended to allow customers flexibility in non-federal
resources for the Provider of Choice contract period.

The concerns that several commenters raised were not focused on non-federal resource flexibility
within product design but rather focused on how Bonneville has proposed to treat non-federal
resources in determining a customer’s CHWM. Flathead, PNGC, OPALCO and the AHWM Group
suggested that if planned product customers do not have to dedicate all non-federal resources to load
then it unfairly advantages those customers in setting CHWMs for the next power sales contracts
because those resources do not count towards their eligible load. Bonneville does not believe that it
should shift its product design requirements to influence future choices for subsequent long-term power
sales policy and contracts.

Bonneville does not agree with the comment by PNGC and OPALCO that Load Following customers are
treated inequitably regarding dedication of resources. Regardless of their product, all customers
dedicate non-federal resources (specified and unspecified) they elect to use to serve their retail load
pursuant to terms and conditions in their Regional Dialogue power sales contract. Under the Regional
Dialogue contracts, all customers are subject to the same application of resources that become
dedicated during the term of the power sales contract. Resources that are dedicated will continue to
serve a customer’s load under subsequent Section 5(b) contracts. Bonneville and its customers
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PPC commented that it believes all “product offerings must be adaptable to evolving market structures
while maintaining the core value of net requirements service at cost and preference for public power
utilities.” PPC recommended that Bonneville provide initial details of how products would change to be
compatible with a market. PPC also expressed that the Slice product could be compatible with a day-
ahead market. (POC-029-PPC).

Seattle acknowledged that “BPA must exhibit flexibility in its products and processes in order to
maximize benefits from emerging markets.” Seattle encouraged Bonneville to adopt new approaches
and power products that would facilitate its market participation. Seattle “appreciates that BPA has laid
the groundwork with customers throughout the POC process that there may need to be future changes
made to anticipated planned products and operations in order to ensure market compatibility[,]” and
“[t]lhese changes may also impact load following customers.” (POC-039-Seattle).

WPAG commented in support of the policy proposal to design power products compatible with
emerging markets. WPAG commented that Bonneville should continue to work with customers to offer
a suite of market-compatible products. (POC-045-WPAG).

Snohomish supports Bonneville’s decision to participate in WRAP and its exploration of day-ahead
markets. Snohomish believes that products should be compatible with whatever programs or markets
Bonneville joins and that the benefit is shared amongst customers regardless of product type. In
addition, Snohomish commented that “planned products must be designed to facilitate customers’
ability to meet WRAP and day-ahead market requirements, including obligations to offer sufficient
capacity and flexibility to the market.” (POC-033-Snohomish). Several commenters focused on specific
products and their compatibility with emerging markets. EWEB commented that it does not support
keeping the Load Following product the same as it was under Regional Dialogue. EWEB commented that
nothing inherent about the Load Following product precludes direct settlements therefore Bonneville
should explore alternative designs to offer more customer optionality, including market dispatch and
settlement. Additionally, EWEB cautioned that “adding complex dispatchable hydro to the Load
Following product would increase operational challenges for BPA.” (POC-044-EWEB)

Modern, PPC, WPAG, Lewis, Franklin and Snohomish submitted comments on Bonneville’s proposal to
make the Slice/Block product compatible with emerging markets. (POC-007 Modern; POC-029-PPC; POC-
045-WPAG; POC-055-Lewis; POC-026 Franklin; POC-033-Snohomish).

Modern requested Bonneville reconsider its approach for the Slice/Block product and compatibility with
day-ahead markets stating that “we find the reasoning provided thus far lacking.” (POC-007-Modern).
PPC commented that it has not seen a “compelling reason that the [Slice/Block] product would be
fundamentally incompatible with a day-ahead market.” PPC urged Bonneville to weigh the
administrative complexity and risk of Slice/Block customers switching to the Load Following product
when redesigning the Slice/Block product. (POC-029-PPC).

WPAG encouraged Bonneville to work with customers to make refinements to the Slice/Block product
to accommodate the changing landscape but in a way that maintains the desirability and workability of
the product. WPAG expressed concern “whether the potential changes that BPA may require to the
Slice-Block product could render the product unworkable for customers.” (POC-045-WPAG). Lewis
expressed similar concerns. (POC-055-Lewis).
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“successfully navigate the evolving energy landscape and challenges they will face during the post-2028
period.” (POC-045-WPAG).

AWEC supported Bonneville’'s proposal to develop specific product switching requirements and
consideration of cost shifts. AWEC added that product switching options should be priced in such a way
to avoid, “offering of free ‘options’ to customers for purely economic benefit.” They also commented
that the policy should include [p]lroduct switching to meet customer needs within the changing realities
of organized market participation or necessary new products like low or carbon-free energy[.].” (POC-
050-AWEC).

PNGC requested that Bonneville specify the timing for a product switch suggesting that since “customers
are being asked to sign the new contract in 2025, we suggest notice in 2032 for implementation in 2034
may be appropriate.” (POC-046-PNGC). Tacoma requested that if BPA proposes to implement a recall or
restriction then the customers should be permitted to switch products and have a viable alternative
product to switch to. (POC-042-Tacoma).

NRU had no objections to the product switching approach outlined in the draft Policy. (POC-031-NRU).
Evaluation and Decision

Bonneville believes that product switching windows, eligibility, and requirements are better suited for
development in concert with the development of other important contract terms during the policy
implementation and contract development phase. There are many situations where a customer may
find it makes sense for them to switch products and as AWEC noted, any product switching option must
consider multiple factors. AWEC and WPAG added that contracts will need to be adaptable to future
needs and specifically consider the impacts of Bonneville’s day-ahead market policy direction, carbon
legislation, and electrification across the region. Bonneville agrees that these and other considerations
could inform the design and timing of when a customer could have a contractual right to switch
products. For example, anticipated timing around regional electrification could impact when an
appropriate election window may be considered for a customer to change products. PNGC suggested a
product switch option that provides notice in 2032 for implementation in 2034. Bonneville would like to
better understand the details behind the suggested timing along with input from other commenters
during the policy implementation and contract development phase.

Tacoma requested a product switch option if Bonneville decides to implement a recall or restriction.
(POC-042-Tacoma). Bonneville assumes Tacoma is referring to what has been colloquially referred to by
customers as a “claw back” of surplus capacity the Slice/Block product customers may be receiving
during a period in which the non-Slice system is capacity deficit, which had been discussed in
Bonneville’s concept paper. Alternatively, Tacoma may be referring to an actual need to restrict and
curtail the sale of firm power due to insufficient resources available to the Administrator to meet their
contract obligations. In either event Bonneville is not amenable to giving a right in the contract to switch
products. Therefore, Bonneville does not believe a product switch provision based on recall or

restriction related to peak net requirements should be included in the Policy.
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In the draft Policy, Bonneville stated that the Load Following product would meet a customer’s energy
and peak net requirements. The draft Policy did not specifically state that Bonneville would serve a load

following customer’s hourly firm power load requirements.
Public Comments

Multiple commenters requested for Bonneville to include language clarifying that the load following
product will cover customer’s hourly energy and peak net requirement load. WPAG stated that
Bonneville should be “crystal clear as to how it will continue to serve the hourly energy and hourly peak
net requirements of Load Following customers under the Provider of Choice contracts.” WPAG
explained that this change is necessary and would be consistent with the Section 5(b)(1) of the
Northwest Power Act, its legislative history, and Bonneville’s 5(b)/9(c) policy. (POC-045-WPAG).

NRU commented that given the uncertainty around the peak net requirements section, it was
concerned that the draft Policy did not state the Load Following product would cover a customer’s net
requirements on an hourly basis. NRU requested that the final Policy include the language: “Bonneville
will offer the Load Following product, which will serve a customer’s net requirements load, including
peak load, on an hourly basis.” (POC-031-NRU). McMinnville similarly requested Bonneville to add
clarifying language and supports the language offered by NRU. (POC-015-McMinnville). Finally, PPC
commented that “[a] load following product is essential to meet customer net requirements on an
hourly basis and provide certainty of load service.” (POC-029-PPC).

Evaluation and Decision

Bonneville’s exclusion of the word “hourly” in relationship to the service that it provides under the Load
Following product was not intended to suggest that Bonneville would not meet a load following

customer’s energy and peak net requirements need on an hourly basis. To the contrary, under the Load
Following product Bonneville sells firm power to supply all of the customer’s firm power load, net of the

customer’s resources, on an actual metered load basis.

Bonneville’s load following product design obligates Bonneville to supply power to meet the variations
in the customer’s actual hourly load. Each load following customer receives from Bonneville exactly the
hourly firm power amount it needs for load service beyond power provided by the customer’s dedicated
resources. If the customer has a dedicated resource, then Bonneville accounts for the amount of firm
energy and peaking capability from the dedicated resource for each hour as required by the power sales
contract. Bonneville provides firm power to meet the customer’s energy and peak net requirements on
an hourly basis. This is consistent with the Northwest Power Act's directive to offer contracts to meet a
customer’s firm power load to the extent that such firm power load exceeds its 5(b)(1)(a) and (b)

resources.

The final Policy reflects that the Load Following product will meet a customer’s load on an hourly basis.
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Department of Energy

Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

POWER SERVICES

February 20, 2024

In reply refer to: PS-6

Mr. Oliver Potts

Director

Office of the Federal Register

The National Archives and Records Administration
8601 Adelphi Road

College Park, MD 20740-6001

Dear Mr. Potts,

This letter is to certify that the attached Word document is a true copy of the Provider of Choice
Policy (Policy) and Record of Decision (ROD) Federal Register Notice. A PDF copy of the
notice is also enclosed. The Word version of the document should be used by the Government
Printing Office in preparing the document for publication. We are requesting that you make
arrangements for publication of the notice in the Federal Register no later than March 21, 2024,
The Provider of Choice Policy is Bonneville’s power sales policy for fiscal year 2029 through
fiscal year 2044. The Policy and ROD highlight several important policy positions.

Develop contracts based on tiered rates construct. The Policy finalizes the decision to
continue tiered rates for the Provider of Choice contract period. The tiered rate construct
sets a two-tier framework for an allocation of costs, not an allocation of power. As
described in the Policy, Bonneville is conducting a process to develop the 2029 Public
Rate Design Methodology (PRDM) that will update and replace the Tiered Rates
Methodology that expires September 30, 2028. The PRDM is a stand-alone document
that defines the rate design applicable to customers that purchase Priority Firm power.
Bonneville is drafting the PRDM through the public process before it formally adopts the
methodology in a Northwest Power Act Section 7(i) process, concurrent with the BP-26
Rate Case proceedings.

Customer flexibility to invest and integrate non-federal resources. Bonneville
balances the flexibility offered with the tiered rates foundational tenet to insulate
customers from costs associated with other customers’ resource choices for serving load
growth. Some of the flexibilities Bonneville will provide include the following.

e Bonneville will allow customers to add a defined amount of non-federal resources
to offset their Contract High Water Mark (CHWM) load. This will reduce the
power a customer is required to purchase from Bonneville without triggering
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take-or-pay provisions and without a reduction to the customer’s associated
CHWM.

e Bonneville will not track non-federal resources with a nameplate capacity of less
than one megawatt in the contract.

Bonneville will continue to provide customers the option to serve their Above-CHWM
load with non-federal resources.

Please note that the Federal Register Notice includes Supplemental Information that provides a
summary of the Provider of Choice Policy.

Sincerely,

Kim Thompson
Vice President for NW Requirements Marketing

2 Attachments:
1. Word version of Federal Register Notice
2. PDF version of Federal Register Notice

cc:
Treena Garrett — GC-71
DOE Federal Register
Certifying Official
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From: Thompson,Kim T (BPA) - PS-6

Sent: Thursday, March 21, 2024 1:04 PM

To: Thompson,Kim T (BPA) - PS-6

Subject: PoC TP

Attachments: BPA releases final Provider of Choice Policy and Record of Decision.docx
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FOR INTERNAL USE ONLY

BPA releases final Provider of Choice Policy and Record of Decision

March 2024

What this is

Provider of Choice is BPA’s regional effort to establish long-term preference power sales policy
and contracts that will go into effect in 2028. BPA released its final Provider of Choice Policy
and Record of Decision on March 21, laying out the foundation for future long-term contracts.
The Policy was developed through a public process over the last year in close collaboration with
customers and other interested parties. Bonneville will offer to and execute Provider of Choice
contracts with utilities in late 2025. Power deliveries under these contracts will begin Oct. 1,
2028, following the expiration of the current Regional Dialogue contracts.

Key messages and storyline

e BPA is committed to remaining the region’s low-cost power provider beyond 2028. The
final Policy and Record of Decision is a key milestone in our regional effort to develop
the products, services, policies and rate structure to help us achieve that goal.

e At the heart of the Policy is the decision to continue Bonneville’s tiered rate construct,
which seeks to protect the value of the existing federal system from unbound acquisition
costs, and to insulate customers from costs associated with other customers’ resource
choices. The Policy maintains these key elements while proposing additional flexibilities
and options to help meet customers’ and BPA’s evolving needs.

e BPA is committed to being responsive to customers’ evolving needs. Based on extensive
input and engagement in the policy phase, Bonneville made substantive shifts from the
initial concepts released in July 2022, and from the draft Policy released a year later. The
final Policy reflects modification and fine-tuning in response to comments submitted
during the draft Policy comment period.

e [Executing contracts in 2025 with service beginning in 2028 provides a three-year window
for both customers and Bonneville to transition to the new contracts and plan for post-
2028 power resource needs.

e While the release of the Policy signifies an important milestone in the Provider of Choice
process, much work remains. In April, BPA starts a series of policy implementation and
contract development workshops to develop details about the products and services
outlined in the Policy.
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Background

The regional effort to replace Bonneville’s long-term preference power sales contracts is the
“Provider of Choice” process.

By statute, BPA must offer contracts, when requested, for the sale of firm power to regional
customers. Contract terms are statutorily limited to a maximum of 20 years, inclusive of any
revisions, extensions or renewals. BPA relies on revenues generated under these long-term
contracts to cover the majority of Power’s revenue requirement. Under today’s Regional
Dialogue contracts, 76% of Power’s BP-24 revenues come from Priority Firm (PF) sales.

Provider of Choice has had a long period of customer and regional engagement, beginning in
2019. In 2019 and 2020, BPA account executives engaged in conversations with customers about
post-2028 wants and needs. In 2021, BPA released an initial leanings paper on the foundational
tenets for Provider of Choice. This release was a springboard for further engagement. In 2022,
BPA released the Provider of Choice Concept Paper, further refining concepts that would be
deliberated in a series of workshops. A culmination of over a year of policy development
workshops, the draft Policy was released in July 2023, followed by a 90-day public comment
period that concluded Oct. 13, 2023.

Provider of Choice is one of the major processes under the Post-2028 Initiative. Other efforts
under this umbrella are the Residential Exchange Program (REP), development of the
subsequent rate design (2029 Public Rate Design Methodology (PRDM)), and the energy
efficiency conservation agreement renewal process.

For more information, contact: Michclle Lichtenfels, Provider of Choice program manager,
x5453.

Questions and answers

1. What does BPA cover in its Policy?

The Policy lays the framework for topics to be covered in the contracts and provides details,
where possible, to guide contract drafting. It outlines how BPA will establish load
obligations under various product offerings and how BPA will serve those load obligations. It
determines that BPA will continue tiered rates and what portion of customer load will be
eligible to be purchased at a PF Tier 1 rate.

2. How will BPA use the Policy going forward?
The policy direction in this paper will serve as the foundation for contract development.

Additional details will be worked out during the policy implementation and contract
development phase, the PRDM process and other issue-specific processes as needed.
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How will BPA calculate customers’ net requirement?

A customer’s net requirement is the amount of power Bonneville is obligated to supply to the
customer under section 5(b) of the Northwest Power Act. It is equal to the customer’s firm
power load that is not otherwise served by the customer’s own resources. Under its organic
statutes, Bonneville has broad contract and rate design authority. Bonneville has discretion to
develop different ways of supplying power to meet its customers’ net requirements load.

Under Regional Dialogue, Bonneville only calculates net requirements based on energy. For
Provider of Choice, Bonneville will add a second calculation to reflect the capacity
contribution of a customer’s non-federal resources. This concept is referred to as “peak net
requirements.” The peak net requirements calculation will include a calculation of a
customer’s total monthly peak load, a customer’s peaking energy capability from its
resources, and BPA’s peaking energy capability for the federal system. This is discussed
further under Question 9.

Does BPA propose to continue the tiered rate construct?

Yes. The tiered rate construct establishes a two-tier rate design that applies to sales of firm
requirements power at the PF power rates. Under the tiered rate design, customers are
entitled to purchase up to a certain amount of firm power at the applicable PF Tier 1 rate,
determined by their Contract High Water Mark (CHWM). If a customer’s needs exceed that
amount, they contractually elect whether to be supplied by 1) non-federal resources secured
by the customer; 2) additional firm requirements power supplied by Bonneville at the
applicable PF Tier 2 rate; or 3) a combination of 1 and 2.

The tiered rate design does not alter Bonneville’s statutory obligation to meet a customer’s
firm power load net of their resources. Rather, tiered rates differentiate the costs and risks
associated with different resources and give customers opportunities to serve a portion of
their load with non-federal resources. Bonneville will further define and establish the rate
design in the PRDM, which will be followed by a separate 7(i) process to set the rates that
will be effective at the commencement of contract purchases.

How does BPA propose to determine the amount of power available at the PF Tier 1
rate?

Bonneville will set the amount of power a customer is eligible to purchase at a PF Tier 1 rate
constant for the duration of the Provider of Choice contract. This fixed value is referred to as
a customer’s CHWM. The total amount of power that will be available to purchase at a PF
Tier 1 rate will be determined by the sum of all customer CHWMs, as determined by the
CHWM calculation and any subsequent CHWM adjustments.

Bonneville believes this option offers customers increased planning capability, lowers the
administrative burden for both Bonneville and customers, and provides a potentially lower-
cost option rather than altering the system size.

How will CHWMS be calculated?

CHWM sets a public customer’s maximum eligibility to purchase power priced at a PF Tier
1 rate for the duration of the contract. The Policy provides a new calculation to cstablish
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CHWMs for the Provider of Choice contract term. The total amount of power that will be
available to purchase at a PF Tier 1 rate will be determined by the sum of all customer
CHWMs, as determined by the CHWM calculation. In the final Policy, several adjustments
to the CHWM were updated from the draft Policy based on customer feedback, including the
conservation adjustment definition and proportional share adjustment.

. How will BPA address acquisition of resources?

The Provider of Choice contracts will establish the load obligation placed on Bonneville by
customers as part of their 5(b) requirements loads. The contracts will not dictate how
Bonneville will serve that load or commit to acquiring any specific resource to serve load if
required. Bonneville will acquire resources if its firm obligations exceed its firm resource
capability. Bonneville would develop a resource acquisition strategy informed by its forecast
total supply obligation, its Resource Program, and the Northwest Power and Conservation
Council’s power plan. For the Provider of Choice contract period, Bonneville will not know
the amount of load customers will place on Bonneville until customers execute Provider of
Choice contracts in 2025 and CHWMs are calculated and finalized in FY 2026. Bonneville
requires this load service obligation information to determine whether it may need to pursue
resource acquisition.

. Does Bonneville propose to offer the same products it offers today?

Bonneville’s intent is to provide a suite of products and services that include Load
Following, Block and Slice/Block products, with a few key updates. The Policy provides a
high-level context for each product. Detailed product design is expected to take place during
the policy implementation and contract development phase that starts in April 2024.

Bonneville plans to maintain the distinction between the Load Following product, which
meets a customer’s energy and peak net requirements, and the Slice/Block and Block
products, referred to as planned products, which are provided on an annual planned basis but
provide no guarantee of meeting the customer’s actual hourly needs.

Here is more detail on these products and a summary of BPA’s Provider of Choice Policy for
each:

Load following: Bonneville will offer the Load Following product, which mects a
customer’s net requirements load, including peak load. A customer that is seeking to have all
of its needs met through its Bonneville power sales contract would need to purchase the Load
Following product. To ensure that a customer’s resource decisions do not shift costs or
benefits to other customers, Bonneville will require shaping services for resources.
Bonneville does not currently anticipate major changes to the Load Following product.

Block
Bonneville will offer a standalone Block product, with the opportunity to add a Shaping
Capacity option.

Standalone Block product: This product allows customers to supply their own load following
service by pre-defining hourly amounts of power each month to meet a customer’s forecast
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net requirement load each fiscal year. Bonneville will allow customers one recalculation of
their block shape during the contract period.

Block with Shaping Capacity option: The shaping capacity component offers customers
additional support in meeting their peak load needs. Bonneville proposes redesigning the
Block with Shaping Capacity option to better meet Block customers’ needs. Customers may
find this product provides needed peaking flexibility without the operational burdens of
Slice. For example, during the policy implementation and contract development phase,
Bonneville will assess whether a customer can obtain benefits from the product by shifting
amounts of their block purchase across the day and the month.

Slice/Block:

The Slice/Block product bundles the Slice product and Block product to meet a customer’s
planned annual net requirements. The slice portion is a federal system sale of power that
includes firm requirements power and an advanced sale of surplus power. The block portion
of the Slice/Block product has less flexibility in shape than under the standalone Block
product because the Slice portion provides significant shaping flexibility.

New Resource Rate Block:

Bonneville will offer investor-owned utilities a standalone Block product at the New
Resource (NR) rate with similar attributes to the standalone Block product offered to PF
customers.

9. Why are the contracts 19 years, and what if customers cannot sign a contract for that
length?

Bonneville will offer the contracts to all eligible customers at the same time. Bonneville will
offer 19-year Provider of Choice contracts with an expiration date of Sept. 30, 2044. The
contracts will offer 16 years of power delivery starting Oct. 1, 2028, immediately following
the expiration of the Regional Dialogue contracts. A 19-year contract means that the Provider
of Choice contracts will expire before Washington’s Clean Energy Transformation Act’s
(CETA's) 100% carbon-free standard applies. This will provide necessary time for
Bonneville and customers to consider how subsequent contracts will interact with future
carbon requirements. For customers who are not authorized to execute 19-year contracts,
BPA will offer a contract that can be renewed to result in a 19-year term.

10. How does BPA expect to address the changing market landscape?

Over the course of the Provider of Choice contract period, the energy landscape is expected
to experience shifts driven in part by new federal or state laws and regulations that require
decarbonization and electrification, as well as by regional market development. During this
time, the Policy and contracts must provide certainty that Bonneville will continue to deliver
reliable power to its customers while remaining adaptive to future needs. The Policy
addresses known areas of emerging industry changes and foreseeable impacts to load service
during the Provider of Choice contract period. However, given the evolving nature of these
changes, uncertainties remain and not all impacts are foreseeable at this time.
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11. What are the implications to Provider of Choice with respect to BPA joining a day-
ahead market?

Bonneville is considering whether to join a day-ahead market, including which market, in a
separate public process. Bonneville intends to design its Provider of Choice products and
contracts to be compatible with day-ahead market designs to ensure the ability of Bonneville
and its customers to adapt to the changing energy landscape. Bonneville believes these
design changes are prudent regardless of its own decision to join a market based on the
evolving markets in the West. Among areas for discussion will be scheduling timelines and
how power is delivered to public power customers under a day-ahead market construct.
Bonneville is committed to exploring these challenges in the next phase of the Provider of
Choice process.

12. How will peak net requirements be calculated and implemented?

Bonneville will implement a peak net requirements calculation during the Provider of Choice
contract period due to the potential for significant future load growth in the region and
anticipated capacity constraints. Compelled by arguments in comments, Bonneville changed
the peak net requirements calculation to the common planning methodology called the
Qualified Capacity Contribution (QCC), established by Western Resource Adequacy
Program (WRAP), without any modifications; the ROD describes this rationale in more
detail.

Peak net requirements will be applied for all products, but how peak net requirements will be
implemented across products will be a key discussion of product design. Bonneville
recognizes that the standard application of unadjusted QCC values for the peak net
requirements calculation may not be ideal for hydro resources, as WRAP does not account for
all hydro energy constraints. Bonneville is open to further discussions during the policy
implementation and contract development phase to determine if non-federal hydro resources
should have additional flexibility to meet their loads in the peak net requirements calculation.

13. Will Bonneville offer a 100% carbon-free product?

Bonneville cannot provide 100% carbon-free power or offer a 100% carbon-free product at
this time. The power from the federal hydropower system and the Columbia Generating
Station nuclear plant, which make up the bulk of what BPA sells, is carbon-free. The only
emitting resources in Bonneville’s system mix (according to state carbon regulation policies)
are Bonneville’s purchases of power from the market, which makes up on average 5% of
Bonneville’s fuel mix. Spot market purchases are typically not identifiable and therefore
labeled “unspecified,” even if they are carbon free.

As the Pacific Northwest approaches the challenge of decarbonization, Bonneville will strive
to meet future load needs with cost-effective, carbon-free resources when acquisitions are
required.

Bonneville intends to provide separate emissions accounting for power purchased at PF Tier
1 rates, PF Tier 2 rates, Firm Power Products and Services rates, NR rate and Industrial Firm
Power rate.
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crafting a billing credit because the alternative cost would likely be equivalent to the PF Tier 2
rate(s), yielding no effective credit to apply.

Billing credits are a byproduct of the 1970s understanding of Bonneville’s then-much lower
power cost compared to then-alternative generating resource cost. At the time, Bonneville’s
customers had little incentive to pursue their own, independent use of non-federal resources,
due largely to the high cost of resource development compared to Bonneville’s lower power
rates. In contrast, the tiered rate construct intends to remedy the lack of incentive for a
customer to develop resources. Under tiered rates, once a customer’s load exceeds its rights to
purchase at a PF Tier 1 rate, it faces the cost of acquiring more power, whether from Bonneville
at PF Tier 2 rate(s) or by pursuing development of resources. Customers also have other
incentives to develop non-federal resources, such as 1) state regulations incenting investments
in carbon-free resources and 2) the Inflation Reduction Act or other legislation, which could
offer funding to reduce the cost of non-federal resource development. Bonneville’s tiered rate
construct and these incentives reduce the gap in costs for which billing credits were originally
intended and encourage the development of non-federal resources.

To further support customer interest in developing non-federal resources, this Policy includes
additional flexibilities and opportunities that did not exist under Regional Dialogue. Bonneville
will increase the minimum threshold for requiring non-federal resources to be dedicated in the
contract and will provide an allowance for customers to add non-federal resources that offset
their Tier 1 take-or-pay obligation, which is discussed in Sections 2.3.3.2 and 2.3.3.1. Both of
these measures are intended to support and incentivize customer development of local
generating resources. This flexibility extends beyond the customer’s continued ability to add
non-federal resources to serve Above-CHWM load (Section 2.3.3.3) and provides opportunities
for new resource development regardless of whether a utility is growing or has relatively flat
loads and wants to preserve its access to a PF Tier 1 rate for future load growth during the
Provider of Choice contract period.

Bonneville will also consider customer-owned resources as a source for federal resource

acquisition. If Bonneville identifies a need to acquire resources, it will consider issuing an RFO
that could provide preference to acquiring customer-owned resources offered by PF-eligible

customers. An RFO would allow Bonneville to best match resource acquisitions to its load
needs, and would be based upon an evaluation of resource characteristics, such as generation
profile, proximity to load and reduction of transmission congestion. Bonneville’s acquisition of
resources based upon an RFO would ensure the most cost-efficient resource is measured
against planning, operational, and policy requirements. The RFO process would provide a
meaningful price assessment to ensure that customers (via Bonneville’s applicable cost pool)
receive the best value in terms of cost and environmental attributes. If Bonneville ultimately
acquires a customer resource, all customers would receive the same benefit of cost recovery
through an RFO approach similar to how they would have received benefits via billing credits.

Provider of Choice Policy March 2024 12
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28990260

e Introduction (Suzanne)
Cover what the Policy is and how it fits into the broader process and where we are going.
Policy focuses on comments submitted through process. Acknowledge events since then
may have shifted customer perspective and as we restart workshops will look to hear from
customers if there are key areas we need to discuss. (Note that Scott brought off Tier 1
resource off-ramps).
o The Provider of Choice process formally kicked off in 2022, although initial
conversations started long before that.
= The Policy represents the culmination of years-long engagement starting
with the concept paper from which we worked together to develop new
policy stances.
= With the Policy in hand, we can start to define the next set of details
including product design. We can also start to draft the contracts
themselves.
= The goal is to have contracts developed and ready for offer by September
2025 with all contracts sighed by December 2025.
= This provides us three years to get systems and processes changed (and
gives customers same opportunity) before power deliveries start October
1, 2028.
o Changing customer sentiments
= The Policy is based on written comments submitted in October.
= Recognize that events since then may have changed perspectives or
introduced new questions. For example, we have heard there are
questions on whether we should reset CHWMs based on major changes
to federal system.
= |f there is consensus on shifting from Policy, open to dialogue on what
that would entail.
o Post-2028 Initiative (if you want to address?)
= Recognize that contracts are just one component of our Post-2028
initiative.
= 2029 PRDM: New rate methodology underway to adapt the TRM for the
Provider of Choice contract period. Conversations have started and
where appropriate will overlap with Provider of Choice.
= REP: Settlement expires in 2028. Discussions underway to assist
customers in determining whether to pursue ancther settlement or
traditional implementation.
= Conservation: New conservation agreements will be drafted and
executed. Current expected timing is after Provider of Choice contracts
are executed.
o Tiered Rates (Suzanne - or Sarah)
o Tiered rates is a cost allocation concept — not resource allocation.
o CHWM sets the amount of power a customer is eligible to purchase at a PF Tier
1 rate.
= Goal to limit this cost pool from unbound acquisition costs.
= Have been responsive to customer requests that there is some desire to
grow this beyond current system capability, which is where we set this
today. Balanced against concerns about costs.
o Any Above-CHWM load can be served by BPA, non-federal resources or some
combination.
= BPA still offering federal service. Tier 2 rates will reflect the cost to acquire
resources to serve that growth.
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e Could go into discussion that LT Tier 2 will provide most certainty
and therefore BPA can take a LT planning approach and optimize
how it serves that pool. Compared to ST Tier 2 that is rate case to
rate case so no LT planning available.

e Policy decision making (Suzanne)
o Defer to you how in the weeds you want to go here...
e Changes from Regional Dialogue
o Non-federal flexibility (Suzanne)
= Reiterate that goal of tiered rates continues to be to insulate customers
from unbound acquisition costs or costs of serving load growth. Allow
customers the ability to make their own choice.
= That being said included two new flexibilities to help develop non-fed.

¢ Non-federal resource allowance allows customers to add up to 5
MW or half their CHWM, whichever is less, in resources to offset
Tier 1 take-or-pay obligation.

e  Minimum threshold raised to 1MW for power contracts. Will not
track resources, for power contract, under 1 MW.

o RECs/Emissions Accounting (Sarah)
=  Customers requested new accounting to align with state program
requirements.
= Proposed shift to be with MWs purchased. General support for approach.
e Changes from draft Policy
o Peak net requirements (Suzanne)
= Received a lot of feedback from customers and interested parties on both
the calculation proposed in the Policy and concerns over how it could be
implemented.
= Change

e Kept the calculation to industry standard (WRAP QCC).

e Dropped the adjustments we would make for PRM and
contingency reserves.

e Recognize that there may need to be an adjustment for hydro
resources that are capacity rich but often have energy constraints
so open to further conversations.

o Could highlight our own experience to underline that we
deal with this in how we deliver power to all our customers
today.

= Implementation

o Fall workshops were prompted over the concerns to start earlier
conversations around product design and potential
implementation.

e Starting next Wednesday will pick back up talking product design,
which will include formalizing approach for peak net requirements
by product.

o CHWM (Sarah)
=  Recognize that the CHWM proposal included in the draft Policy took
shape due to customer input and dialogue. Significant changes from the
concept paper.
= Intend to consider calculation complete.
= Made several minor changes in response to customer comments
e Expanded economic adjustment
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From: Cooper,Suzanne B (BPA) - P-6

Sent: Wednesday, April 3, 2024 11:58 PM

To: Cooper,Suzanne B (BPA) - P-6

Subject: PPC Talking Points Final_SBC_4April2024 Exec Comm
Attachments: PPC Talking Points Final_SBC_4April2024 Exec Comm.docx
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Marcus Perry

Power Account Executive, Power Services
Bonneville Power Administration

PO Box 3621

Portland, OR 97208-3621

March 28, 2024
Marcus,

The purpose of this letter is to request that BPA grant Snohomish Public Utility District #1 (Snohomish) the
option to change its purchase obligation from Slice/Block to Load Following effective October 1, 2025.
Associated with this request, we ask that BPA include Snohomish in any and all analyses associated with any
offers of product switching that may occur on October 1, 2025 for the remainder of the current contract term
(September 30, 2028) and for the term of the Provider of Choice contract. Understanding all customers will
have the option to switch products October 1, 2028 and that many customers did so on October 1, 2024, the
request may be viewed as pursuit of a schedule acceleration, in line with previous and current requests of our
peers.

There are a number of factors that are helpful context in consideration of Snohomish’s request:

e Snohomish Point-to-Point (PTP) transmission portfolio expires in 2025, and Snohomish is considering
whether a rollover of PTP is appropriate, or a conversion to Network Transmission (NT) service is the
best fit. Obviously, a critical component of this choice is the transmission’s alignment with Snohomish’s
current and future BPA Power Product. PTP was previously selected largely to market advanced sale of
Slice surplus and to facilitate balancing market purchase needs. These needs would be different under a
Load Following product, and the misalignment with the new Power Contract start date of Oct 1, 2028
and our transmission decision is difficult. If we were to switch transmission products to facilitate a
product change, it would help align major Transmission Product and Power Product needs and it is
possible it could be helpful in providing some measure of regional transmission relief for regional
renewable resource development and other load service needs.

® Snohomish has been an active participant in Western Resource Adequacy Program (WRAP) and
Southwest Power Pool Markets + day-ahead market offering. We are also aware of the CAISO Extended
Day-Ahead Market offering, and Pacificorp and Portland General Electric’s plan to join it. These
developments, while positive at a regional level, present new challenges in the operating environment
that were not present at previous points in the contract and create new operational challenges for
Snohomish due to decreased forward and day-ahead market liquidity in the bilateral market. At this
time, Snohomish does not have a clear path to WRAP compliance at the Western Power Pool’s preferred
2026 binding date, nor does it have a clear path to meeting the co-mingled resource adequacy
obligations of the proposed Markets + design at a cost that would be acceptable to the community we
serve under our current BPA Power Product. While Snohomish is committed to contributing to the
success of these important regional initiatives, we understand this was also a core driver in the decisions
of other utilities to change products in BP-24, and Snohomish has similar needs and issues.

¢ Snohomish is a winter-peaking utility with material non-federal resources, a robust conservation
program, and a balanced customer base of residential and commercial/industrial loads. As such, further
analysis may show benefits to BPA from a product switch that reduces advanced sale obligations for
summer months, the same months previous BPA Resource Program studies have found the potential for
energy deficits within.
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o [t is possible that facilitating Snohomish’s request for the option to change its product in BP-26 could
result in a reduction in administrative burden for the Provider of Choice process, understanding
Snohomish’s intention in a product switch would be to continue with the Load Following product into

the Provider of Choice contract.
Snohomish understands a product switch may impact BPA and its other customers, and would not expect such a
switch to occur without rigorous analyses and requisite public input. We are ready to assist with data, more

discussion, and by providing more insights to our situation as warranted.

We appreciate BPA's efforts to consider its customers’ ever-evolving challenges and concerns, and request
consideration of a product switch to the Load Following Product in October 2025.
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of the system’s construction and continued operation on fish and wildlife. Since the 1980
Northwest Electric Power Planning and Conservation Act, Bonneville has invested billions of
dollars in improved configuration and operation of the dams, as well as in offsite restoration
efforts for the benefit of fish and wildlife sponsored by Tribes, states, and rural communities.

In the last year, Bonneville was a party to two agreements to address longstanding litigation over
Columbia River challenges to the Columbia River System Operations Environmental Impact

Statement and associated Endangered Species Act consultations.

Last September, Bonneville and other federal signatories entered into a memorandum of
understanding and settlement agreement with the Confederated Tribes of the Colville
Reservation, the Coeur d’Alene Tribe, and the Spokane Tribe of Indians related to the blocked
area above Chief Joseph and Grand Coulee dams. Bonneville agreed to provide $200 million
over 20 years for these Tribes’ second phase of studies to assess reintroducing specific non-
Federally protected salmonid stocks above Chief Joseph and Grand Coulee dams in the upper

Columbia River Basin.

Subsequently, the Columbia River Salmon Agreement of December 14, 2023, was signed by the
U.S. Government, including Bonneville, the Confederated Tribes and Bands of the Yakama
Nation, the Confederated Tribes of the Umatilla Indian Reservation, the Confederated Tribes of
the Warm Springs Reservation of Oregon, the Nez Perce Tribe, the State of Orcgon, and the
State of Washington, collectively referred to as the “Six Sovereigns,” and a coalition of

environmental advocacy groups led by the National Wildlife Federation.

Bonneville has already planned, through its fish and wildlife program, to add at least an
additional $20 million in combined capital and expense funding in FY 2024 and FY 2025 for fish

and wildlife efforts throughout the Columbia River Basin on top of its annual program funding
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Operating Hour based on the following criteria:

(1) A Market Participant’s load for purposes of this section will be
equal to the hourly load forecast for the Market Participant for use
in the RUC processes and RTBM, as described in Attachment A,
Section 7.5.

(2) A Market Participant’s hourly Flexibility Reserve Products
obligation will be equal to the sum of that Market Participant’s
Short-Term Flex Up and Mid-Term Flex Up obligations as
estimated by the Market Operator in accordance with Attachment
A, Section 7.5.

(3) A Market Participant’s obligation to supply to or right to receive
energy from the Resource Adequacy Program is described in the

Markets+ Protocols.

33
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or rights to receive energy from the Resource Adequacy Program, adjusted by (3)
net position, and adjusted for (4) day-ahead forecasted fleet performance

based on the following criteria:

(1) A Market Participant’s forward showing requirement is the quantity
of capacity required to demonstrate adequacy for the Resource
Adequacy Program for each Operating Day during a binding
season.

(2) A Market Participant’s obligation to supply or rights to receive
energy from the Resource Adequacy Program, is described in the
Markets+ Protocols.

(3) A Market Participant’s net position is forward purchases

minus forward sales impacting an LRE's load obligation, as

51
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the Resource Adequacy Program and adjusted by (5) deviation in net position for

each Operating Hour based on the following criteria:

(1) A Market Participant’s cleared Day-Ahead Market Energy is the sum of
Energy cleared in the Day-Ahead Market for all Resources registered to
the Market Participant for the Operating Hour.

(2) A Market Participant’s cleared Day-Ahead Market Flexibility Reserve
Products is the sum of Short-Term Flex Up and Mid-Term Flex Up
cleared in the Day-Ahead Market for all Resources registered to the
Market Participant for the Operating Hour.

(3) A Market Participant’s incremental commitments from the RUC process
1s the sum of energy dispatch associated with incremental commitments

from the initial RUC process for all Resources registered to the Market

54
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frequent as the previous compromise proposal, but still occur two or three times during the
contract period, rather than a single instance.

Additionally, during the workshop other customers mentioned that the distinction of HLHs and LLHs
will eventually blur enough that it will no longer make sense to continue differentiating between HLHs
and LLHs. There was discussion of whether there should be an agreed upon trigger for when the diurnal
shaping based on HLHs and LLHs would need to be revamped. City Light is open to discussing such a
trigger and how the diurnally shaped Block may be reshaped following such a trigger, but any changes
to the product should still maintain a time-variant diurnal shaping that allows a customer to potentially
receive greater Block deliveries in their peak hours, even if the shaping is not delineated by HLHs and
LLHs.

Block with Shaping Capacity

City Light is interested in a Block product with additional shaping capacity (as well as the Slice/Block,
diurnally shaped Block, and Load Following products), but City Light's analysis using BPA's 2023 Block
with Shaping Capacity Model (modified with the changes presented in the April 16, 2024 workshop)
finds the proposed product design unviable, as explained below. The conclusions of City Light’s analysis
are consistent with concerns voiced by several customers in the workshop, including City Light, that
BPA's proposed product design is not sufficient to manage loads when paired with non-federal
resources.

Block with Shaping Capacity up to Peak Net Requirements

During the workshop, BPA acknowledged that customers with substantial non-federal resources will
likely be unable to take the Block with Shaping Capacity up to Peak Net Requirements (PNR) product, as
customers with substantial non-federal resources will often have a PNR below their flat Block values.
Making a product that is unviable for customers with substantial non-federal resources discourages
non-federal resource development. While BPA is also offering the Block with 10% Shaping Capacity
product, City Light describes below why the Block with 10% Shaping Capacity product even with the
changes presented during the workshop remains unviable.

Block with 10% Shaping Capacity
While BPA has made a few changes to the product since the end of 2023, the product is still
substantially similar to the Block with Shaping Capacity product that BPA presented in 2023, and the
changes made do not appreciably improve the product’s viability. To City Light's understanding, the
changes to the product are:
1. 10% Shaping Capacity now allows a customer to actually shape 10% above their flat Block
amounts, rather than 5% above and 5% below.
2. A customer can only purchase 10% Shaping Capacity rather than being able to purchase more
than 10%; and
3. A customer can now have a minimum delivery of 60% of the flat Block amount rather than just a
minimum based on the Shaping Capacity.

PAGE 2 OF 4
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other generating resources, subject to transmission constraints. As the operator of a large
hydrogeneration system, this can enable BPA to save water for other times of the day or year when
solar generation is not as high. In those times, clean hydropower can be generated, displacing fossil fuel

generation. Collectively, this contributes to lower cost power and lower cost decarbonization.

2) Regarding WAC 480-100-6XX (6)

BPA believes that it may be reasonable to allow a utility to pair RECs with power attributed in an

organized market and use that to claim primary compliance under CETA where the attributed power is

surplus to attributed amounts already contractually committed to other utilities. The challenge is how

to identify the amount of surplus attribution because attribution is at a statewide level, not at an
individual utility (load responsible entity) level. BPA encourages the UTC to engage in further
conversation with market operators and industry to understand whether and how that might be

possible.

BPA clarifies that the market design for specified source attribution for the CAISO’s EIM/EDAM and SPP’s
Markets+ is intended to work for a carbon pricing program, like Washington’s cap-and-invest program,
and not necessarily for CETA. GHG attribution to a carbon pricing state can be from any specified
source, which may include renewable or non-emitting generating sources but is not limited to that.
When resources are attributed to a state with a carbon pricing program, the attribution is to load in the
state generally and not to a specific utility. Neither market design was intended to reconcile attributed
resources to specific utilities because, in both California and Washington’s carbon pricing programs, the
compliance obligation is assigned to the electricity importer, not to load. Thus, it is not necessary to

track the amounts of power attributed to the state from a specific resource back to a specific utility.

Both market designs provide a path for attribution of power that is contractually committed to a load in
the state. In SPP’s Markets+, this is referred to as Type 1 (a or b) attribution. In the CAISO’s EIM/EDAM,
it is referred to as committed capacity. Other amounts of power may also be attributed to the state.
These amounts may reflect surplus power from a resource. However, they may also be a result of
market design limitations where resource amounts are dispatched even though those amounts were
contracted to another entity or intended to meet native load. This situation could occur with both SPP
and CAISO’s market designs, but BPA believes will be particularly prevalent in the CAISO’s market given
issues with its current design for GHG accounting. This is because the CAISO market gives the market
participant limited control over how much power can be attributed to a state, so attribution could
include power that was associated with contracted-for sales to non-Washington utilities.

Relating the market design - and its inherent limitations - to the UTC’s proposed rules, BPA has a few
specific concerns. The UTC’s currently-proposed language is broadly written and BPA foresees that,
without more specific language, the rules could create competing and irreconcilable claims on federal
system power and RECs across investor-owned and public utilities in Washington.
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First, where attribution to Washington is based on a contractual commitment to an investor-owned
utility, the language in section (6) appears unnecessary to BPA because that arrangement should fall
under the “single transaction” covered under section (5) of the draft rules. Therefore, it should be
unnecessary to try to reconcile the actual market attribution against the contracted-for amounts, and it
could actually complicate a utility’s demonstration under (5) if it cannot be confirmed that the

contracted-for amounts were not fully attributed (which could be the case).

Second, the language seems to allow utilities to acquire RECs from the federal system from any source
and claim it against any amounts attributed, even where those amounts were contractually committed
to another utility. As described above, some of the attribution will be Type 1 or committed capacity for
another utility in Washington who is likely using the associated RECs for CETA compliance. Some of the
attribution could also be a result of market design issues and was contractually committed to a utility in
another state who may be using RECs associated with that contract for their own purposes. More
limiting language is needed to avoid competing claims and double counting of emissions and attributes
in these circumstances.

Thus, BPA suggests the section (6) be specific to power attributed to Washington in an organized market
that is surplus to market participants’ loads and contractual commitments. This appears to support the
intent of section (6) while avoiding conflicting claims on attributed power.

To provide additional context on the complications BPA is concerned with, it helps to understand the
different scenarios under which BPA foresees that federal power could be attributed to Washington via
an organized market and to connect those scenarios with BPA’s Provider of Choice policy for conveyance
of RECs, as described at the beginning of these comments.

e Scenario 1: Power contracted to BPA’s public power preference customers in Washington
under long-term power sales contracts. SPP refers to this as Type 1 while the CAISO refers
to this as committed capacity. Independent of the market design for attribution to
Washington, BPA's customers will also receive RECs associated with the power sale in

accordance with their Provider of Choice contract with BPA.

e Scenario 2: Power BPA has sold bilaterally to an IOU or consumer-owned utility in
Washington. This is also what SPP refers to as Type 1 and the CAISO refers to as committed
capacity. BPA envisions such an arrangement could also include RECs, if RECs are available.

e Scenario 3: Other power that is not connected to a specific contract to Washington load.
SPP refers to this as Type 2, and it largely correlates with power BPA would identify as
surplus. Under the CAISO’s design it is just general attribution and may not correlate to

power BPA identifies as surplus.
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