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Agenda for October 25, 2022

Topic Presenter(s)

Introduction, Review of Follow Ups and Comments since 9/27/2022 Scott Winner

Quick Recap of What We’ve Learned Stephanie Adams

Deep Dive: Stephanie Adams
* 7(b)(2) Rate Test

* Discount Rate Scenarios

Break

* Conservation Treatment Scenarios

* ASCs Doubling Scenario

Next Steps, Feedback and Questions Stephanie Adams



Review of Follow Ups
& Requests
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Requests and Comments Received

Requests and Comments received from September 27" to October 20t".

* Data Requests published to the

— Publish ASCs for 2022-2034 used in the Reference Case and corresponding ASC
scenarios.

— Publish Discount Rates used in the 2012-13,2022-23and 2029-30analysis.

* A future workshop topic to learn about the discount rate used in the scenarios
was requested.

* Provide a scenario that uses the new hydro generation forecast using the 30
water year P10 methodology.
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B O N N E V I L L E P O W E R

A

b M I N I S T R A T |I O N

Recap: What is the REP Program?

How BPA spends a Dollar of it’s Revenue based on BP-22

O&M (26 cents) Debt (23 cents)  Fish & Wildlife (16 cents, plus the Residential Exchange Conservation (7 cents)
Operation and Principal and impact of lost power generation) (9 cents) Principal and interest on
maintenance costs interest on Principal and interest on debt, expense | Payments to consumers | debt, expense costs,
at the hydro projects  federal and and people costs total 16 cents. But the | served by higher-cost people and Energy
and Columbia nonfederal debt. full impact is 24 cents due to the cost of | investor- and consumer-| Efficiency Incentive.
Generating Station. lost power generation that results from | owned utilities.

spill and other operational requirements

to support fish and wildlife.

BPA people (5 cents) Transmission (5 cents)  Power purchases (4 cents)  Transfer (3 cents) Rate discounts (2 cents)
Salaries, benefits and Resource integration System augmentation, Cost to deliver power to Discount provided to
supplies for power and costs and cost to deliver balancing purchases, customers not directly ~ customers with low system
corporate employees not  secondary energy to renewable purchases, connected to BPA’s densities and to customers
supporting conservation ~ customers. long-term contracts and transmission system. with eligible irrigation load.
and fish and wildlife. risk mitigation.

POST
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What is the REP Program?

* TheREP isa federal program that provides
economic benefits of the federal system to
residential and farm customers of participating
utilities.

Why are we discussing the REP program now?

* The current REP settlement expires in 2028
adjacent to long-term power contracts. Given
the contentious history of the REP program we
need to get an early jump on understanding the
program and its issues before arriving at a
position before 2025.

What is the basis of determining the Net amount
of REP benefits?

* Theamount is determined by [(ASC’s—PFx rate)
* Exchange Loads].




B O N N E V I L L E P O W E R A D M I N I S T R A T I O N

Recap: Calculating REP Benefits

Pre-7(b)(2) Post 7(b)(2)
ASC * Exchange Loads Benefits REP Benefits

Pre 7(b)(2) REP benefits represent the

level of benefits that would be in place

if there were no 7(b)(2) Rate Test or .
Rate Protection. Pratection

Base PF * Exchange Loads

Post 7(b)(2) benefits represent the REP
benefits that remain after performing
the 7(b)(2) rate test. . Pre-7(b)(2)

. Benefits

The rate test calculates the amount of 0 0¢ Post-7(b)(2)

Benefits

rate protection.

The Rate Test is affected by
methodological choices which can \
change the level of REP Benefits. — ) wchonge . Cost-Revenueus
Rate protectionis allocated away from resourcecost | fevenues et “
preference loads and assigned to all

other loads including Exchange Loads.

Pre 7(b)(2) Post 7(b)(2)

(Average System Cost—PF Exchange Rate) x Res&Farm Load =Post 7(b)(2) REP Benefits

POST
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Recap: Sub-Phase 1 Scenario Results Presented 9/27

Cost Increase $100 m
Market Prices - Low

* The “dry run” analysis shared atthe 9/27 Market Prices - High
Low Loads and Low Resources

REP workshop provides an educational ) _
o . High Loads and High Resources
model for participants to become familiar Loads - PF Rise (+1000aMW)

0 Loads - PF Dx -1000aMW
with, and to geta sense of scale for, the o Comarenton o L

various assumptions and factors that affect BPA Conservation - High (+50%)
ASCs - Test Period decline 10% from Rate Period ASCs

| .
|
__
I —
e
—
_
| S
. _—
the REP benefit levels. ASCs - Test Period Equal to Rate Period ASCs e
ASCs - Double I ee—
ASCs - Average of FY22-25, Hist. Growth (V2) B e—
_
__
h
h
_
_
S
===
-
|
__
| ===
¢
_-
h
h

Scenario

Understanding each scenario and how the
results were derived is complex and will
require time to fully understand.

ASCs - Average of High/Low (V1)
ASCs - High

In Lieu - Green

In Lieu - Regular

Single Repayment Study

No 7(b)(3) to Surplus

Identical Secondary Credit

Participants are encouraged to ask
questions and/or submit agenda topics for _
Discount Rate = Investment Rate

future works hOpS . Discount Rate = Inflation
Discount Rate - Not Applied

Results do not represent what REP benefits Mid-C in Stack
. . . . Conservation Resource Expensed 1st Yr
Wi ” be N the future The dana |yS IS WI ” Conservation = Gen Requirement with costs

Conservation = Gen Requirement w/out costs

continue to be updated during the Phase 1

No Transmission Cost in ASCs

prOCESS o Reference Case
$(50) S- 550 $100 $150 $200 $250 $300 $350 5400 5450 $500

POST FY 12-13 ®FY 22-23 ®FY 29-30 REP I.3e.nefits
2028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation $ Millions 3
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Recap: Scenario Results — Methodologies

REP Benefits ($ millions)

Scenario FY12-13 FY22-23 Fy29-30 >Scenario Specifics
1 Reference Case $ 2963 S 31.8 S 81.3| Same reference case methodology used as the 2012 REP discussions/proceeding.
2 NoTransmission Costs in ASCs/PFx Rate n/a S 244 S 688 This sce.na.rio changfes the AS'C methodology (ASCM) by removing transmission cost from ASCs and the
transmission adder included in the PF Exchange Rate.
The following is removed from the 7(b)(2) Case: conservation augmentation from loads, conservation
3 Conservation = Gen Requirement w/out costs $ 1879 S (285) $ 5.6 g (b)) ) €
resources from the resource stack and any conservation costs.
This removes conservation augmentation from 7(b)(2) Case loads and conservation resources from the
4 Conservation = Gen Requirement with costs $ 2855 S 110.6 S 163.2 ) g ) .( )2)
resource stack. Conservation costs are included in the 7(b)(2) Case.
Shifts to expensing all Conservation in the 7(b)(2) Case to the year called upon, regardless of the
5 Conservation Resource Expensed 1st Yr $369.8 $ 715 S 1145 L P ) & . h (0)(2) v P &
amortization period or whether it is capital or expense.
Includes Type 2 Resources defined as existing 7(b)(2) Customer resources not committed to regional load
6 Mid-Cin Stack $ 1904 $ (221) $ 177 P ' ing 7(b)(2) ' &
by preference customers or 10Us.
7 Discount Rate - Not Applied n/a S (74.2) $ (72.4)| Removes application of the discount rate when calculating the 7(b)(2) and Program Case Rates.
8 Discount Rate = Inflation $ 1929 S (35.5) $ (18.9)| Uses BPA inflation rate in lieu of BPA's 30 year Agency Borrowing Rate.
9 Discount Rate = Investment Rate S 4063 S 1309 $ 173.3 | Uses BPA's risk adjusted discount rate in lieu of BPA's 30 year Agency Borrowing Rate
10 Identical Secondary Credit S 413.8 S 225.0 $ 290.4 | Setsthe secondary revenue credit in the 7(b)(2) case equal to program case.
11 No 7(b)(3) to Surplus $ 2857 S 129 $ 55.4| Removes allocation of rate protection to secondary sales.
12 Single Repayment Study $ 2925 § 171 § 89.0 Uses the P.rogram Case repayment study in the 7(b)(2) Case which includes costs associated with
Conservation and New Resources.
This is an Ad-Hoc calculation outside of RAM, which assumes 500aMW of Exchange Load is met with a
13 In Lieu - Regular n/a S 284 $ 733 g
market purchase.
14 In Lieu - Green n/a S 291§ 752 This is an Ad-Hoc calculation outside of RAM, which assumes 500aMW of Exchange Load is met with a
market purchase of carbon free energy.
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Results — Sensitivities

REP Benefits ($ millions)

Scenario FY12-13 FY22-23 Fy29.39 Scenario Specifics

1 Reference Case $ 2963 $ 31.8 $ 81.3| Same reference case methodology used as the 2012 REP discussions/proceeding.

15 ASCs - High n/a $ (21.2) $ 352 FY22-23 assumes 11.8% avg growth rate in ASCs frorn the rate perﬁod to the test period/ FY29-30 results
assume 8.9% avg ASC growth rate from the rate period to test period.

16 ASCs - Average of High/Low (V1) n/a S 56 § 486 FY22-23 assumes 9% avg growth rate in ASCs from t.he rate period'to the test period / FY29-30 results
assume 7.5% avg ASC growth rate from the rate period to test period.
FY22-23 7.1% th rate in ASCs fi the rat jod to the test iod / FY29-30 It

17 ASCs - Average of FY22-25, Hist. Growth (V2) nfa $ 185 $ 852 assumes 7.1% avg growth rate in ASCs from the rate period to the test period / results
assume 6.2% avg ASC growth rate from the rate period to test period.

18 ASCs - Double n/a $ 189.0 $ 312.1 | All ASCs double across all years from the Reference Case.

19 ASCs- Test Period Equal to Rate Period ASCs n/a S 90.4 $ 148.7 | ASCsin test period (last four years) set equal to the rate period (first two years).

20 ASCs - Test Period decline 10% from Rate Period ASCs n/a $ 184.9 $ 258.6 | ASCs in test period (last four years) decline 10% from the rate period levels (first two years).

21 BPA Conservation - High (+50%) n/a $ 54.0 $ 101.5| Assumes future conservation savings and costs increase 50% from Reference Case levels.

22 BPA Conservation - Low (-50%) n/a $ 83 $ 582 | Assumes future conservation savings and costs decrease 50% from Reference Case levels.

23 Loads - PF Decrease (-1000aMW) n/a $ (289) 8 03 PF Loads decre:ds'ed 1,000 aMW. Firm Surplus increased. No change in Resources. Changes to secondary
revenue or positions were not modeled.

24 Loads - PF Rise (+1000aMW) n/a $ 1227 $ 1719 PF Loads increased 1,000 aMW. No change in resourc.es except augmentation purchases, treated as FBS
replacement. Changes to secondary revenue or positions were not modeled.

25 High Loads and High Resources n/a $ 72.8 $ 132.5 | Pairs high PF loads with a rise in FBS resources of 1,000 aMW.

26 Low Loads and Low Resources n/a S (14.6) S 21.9 | Pairs low PF loads and with a reduction in FBS resources of 1,000 aMW.

27 Market Prices - High n/a n/a $ 114.3 | Reflects high market prices for FY 29-30 scenario analysis.

28 Market Prices - Low n/a n/a $ 49.5 | Reflects low market prices for FY 29-30 scenario analysis.

29 Cost Increase $100 million n/a S 204 S 670 Adds $100 million in FY22 aI.Ic?cated to FBS (85'%), C.onserv'ation (10%), Business Support (5%). FY23 &
beyond reflects the $100 million escalated at inflation until FY34.
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Recap: Calculating Post-7(b)(2) Benefits

* The Rate Test can be considered an ongoing cost/ benefit analysis.

— It compares projected rates set to recover certain power costs included inthe NWPA (Program Case) to a
hypothetical rate set to recover power costs assuming certain features of the NWPA were not in place (7b2
Case).

.. “ . . . P Case R 7(b)(2) Case R
— The Rate Test is intended “to assure that the financial benefits rogram Case Rate versus7(b)(2) Case Rate

of the preference clause in the Bonneville Act will continue to
accrue to BPA preference customers.” Sen. Rep., Appendix B

40

* Functionally, the Rate Test limits the amount of REP
costs that may be recovered in the PF rate.
— If the Program Case rate is higher than the 7(b)(2) Case rate,
then the Rate Test is said to “trigger” and the difference 15

between the S/MWh is multiplied by PF public load to
establish a rate protection amount.

— Therate protectionamountis then allocated away from
PF customer loads to all other power sold as a supplemental Progmm Case 7(b)(2) Case
rate charge.

POST
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Section 7(b)(2) Methodology Terms

* The Northwest Power Act does not require BPA to develop a methodology for the 7(b)(2) Rate Test.

Nevertheless, BPA has developeda7(b)(2) Methodology and Legal Interpretation to explainitsimplementation of the Rate Test.
Most recentis the 2008 7(b)(2) Implementation Methodology, butitwas withdrawn as part of the 2012 REP Settlement.

* BPA’s 2008 7(b)(2) Methodology uses certain terms to refer to ideas in the Rate Test.

The “Program Case”, is effectively rates set underthe NWPA, but excludes certain 7(g) costs.

The “7(b)(2) Case”, whichis a set of “hypothetical” rates developed assuming certain provisions of the Northwest Power Act
were not in effect (i.e. no REP, DSIs served by publics, FBS limited).

The Rate Test “Trigger” referstothe eventwhenthe Program Case rate is higher than the 7(b)(2) Case rate which causes rate
protectionto trigger.

“Rate Protection”: The difference between the Program Case and 7(b)(2) Case rate multiplied by the PF publicload to determine
the amount of rate protection.

“Resource Stack”: A hypothetical stack of resources that publics would have used to meettheir remainingloadsin the absence
of the Northwest PowerAct.

* Section 7(b)(3) Allocation

7(b)(2) determinesthe amount of rate protection applicable to the PF rate.

7(b)(3) sayswhere to put the costs that 7(b)(2) says can’t be collectedinthe PF rate. The rate protectionis thenallocatedto all
“other” non-PFrates.

POST
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Calculating Rates used in the Rate Test
under the 2008 7(b)(2) Implementation
Methodology and Legal Interpretation.

* Thefirst step in calculating rates is performing
the Cost of Service Analysis (COSA).
— The COSA allocates costs into rate pools based on

the resources used to serve those loads, consistent
with Section 7 of the NWPA & cost causation.

For example, the entire FBS resource is used to
serve Priority Firm (PF) Loads which resultsinthe
total FBS cost being allocated to the PF Rate Pool.

After allocation of cost and credits to the

PF Rate Pool, the rate is referred to as the
Unbifurcated PF Rate.

The Unbifurcated PF Rate is the same for both
the PFp and PFx rate prior to the 7(b)(2) rate
test.

— The Unbifurcated Rate is used as the starting point
for determiningthe Program Case Rate used in the
Rate Test.

o W E R A

D M |

N

New Resources (7f) Loads ‘

No 7(f) Loads = No Cost
Allocation

Industrial Firm
(7¢) Loads

Transmission Costs

BPA Progams

Conservation Costs

Surplus Firm — SP Loads

New Resource Costs

Exchange Resource Cost

IRD & LDD Discount Costs

Transmission Costs

BPA Progams

Conservation Costs

Priority Firm (7b) Loads
(Public + Exchange)

Exchange Resource Cost

Federal Base System (FBS)
Costs

S T

R A T I O N

Unbifurcated Rate =$46.64
PF Costs = 7(b) PF Loads

Exchange Loads

Public Loads

IRD & LDD Discount Costs

Transmission Costs

BPA Progams

Conservation Costs

Exchange Resource Cost

Federal Base System (FBS)
Costs

Rate Pools

Cost Pools

PF Loads

PF Costs

POST
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O W E R A D M I N I S T R A T I O N

Unbifurcated Rate $/MWh = $46.64
PF Costs =— 7(b) PF Loads

Program Case Rate $/MWh = $44.82
Program Case Costs = Program Case Loads

Determining the Program Case

Rate used in the 7(b)(2) Rate Test

in the Reference Case

IRD & LDD Discount Costs

The Program Case rate uses the
Unbifurcated Rate as a base.

The Program Case is adjusted
based on terms set forth in Section
7(b)(2) of the Northwest Power
Act.

To get to the Program Case Rate,
BPA removes Applicable 7(g) costs
(conservation, uncontrollable
events, billing credits, and excess
experimental resources costs) per
the Northwest Power Act, which
lowers the Program Case Rate.

Exchange Loads

Public Loads

Transmission Costs

BPA Progams

Conservation Costs

Exchange Resource Cost

Federal Base System (FBS)
Costs

IRD & LDD Discount Costs

Transmission Costs

Exchange Loads

BPA Progams

Exchange Resource Cost

Public Loads

Federal Base System (FBS)
Costs

PF Loads

PF Net Costs

POST
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Program Case Loads

Program Case Net Costs

Graphics and Values For lllustration Purposes Only
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Determining the 7(b)(2) Case Rate

Program Case Rate = $44.82
Program Case Costs = Program Case Loads

requires multiple adjustments

* The7(b)(2) Case uses the Program
Case rate as a base prior to making
adjustments set forth by Section
7(b)(2) of the Northwest Power Act.*

Exchange Loads

1) No REP purchases and sales.
(7(b)(2)(C))

2) DSls are served by their local utility
instead of BPA. (7(b)(2)(A))

3) Power reserve benefits and reduced
financing costs available under the Act
are not achieved. (7(b)(2)(E))

The Federal Base System (FBS)
resources are used to serve 7(b)(2)
Case loads firstand all costs associated
with the FBS are included in the 7(b)(2)

Public Loads

IRD & LDD Discount Costs

Transmission Costs

BPA Progams

Exchange Resource Cost

Federal Base System (FBS)
Costs

Case. (7(b)(2)(B))

Program Case Loads

Program Case Net Costs

* Under the 2008 7(b)(2) Implementation Methodology and Legal Interpretation
POST
2028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation
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7(b)(2) Case Steps 1 through 4

#2 Add DSl Adjacent Load

1

Remove Exchange Loads

Public Loads

Remove Exchange Resource
Cost

Add DSI Reserves &
Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

Federal Base System (FBS)
Costs

7(b)(2) Case Loads

7(b)(2) Case Net Costs

Graphics For lllustration Purposes Only
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Dete.rmmln- the 7(b)(2 Cas:e Rate requires T s B ——
multiple adjustments (continued)

5) After the FBS is exhausted, other resources

owned by publics are called upon in least cost
order. (7(b)(2)(D))

Reduce Loads for H6
Conservation called from
Resource Stack

Conservation Savings as
Increased Load

Add Conservation Savings

as Increased Load

— Resources BPA has acquired from customer, but not

. ) A . #6
included in the FBS (Type 1) DSl Adjacent Load DSl Adjacent Load Add Resource Stack Cost [ §
Resources owned by customers, but not dedicatedto — . & Financing ¢

DSI Reserves & Financing Costs €serves inancing Costs
5(b) load (Type 2) RD & LDD Discount Cocts IRD & LDD Discount Costs
Other resources (Type 3)

BPA Program Costs BPA Program Costs

Treatment of Conservation*
Considered 3 Type 1 resource Transmission Costs Transmission Costs
7(b)(2) Case Loads areincreased by the amount of BPA Public Loads Public Loads
acquired conservation included in the Resource Stack.

6) Final 7(b)(2) Case loads are decreased to the »

. . Federal Base System (FBS) Federal Base System (FBS)
extent that conservation is selected from the Costs Costs
Resource Stack and the associated resource cost is
added.

*This is based on 2008 7(b)(2) Implementation Methodology and Legal e
Interpretation. 7(b)(2) Case Loads I 7(b)(2) Case Net Costs I I 7(b)(2) Case Loads I I 7(b)(2) Case Net Costs I

POST
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Summary of Final Program Case and 7(b)(2) Rate Components

Program Case Rate = $44.82
Program Case Costs =+ Program Case Loads

7(b)(2) Case Rate $/MWh = $26.71
7(b)(2) Case Costs + 7(b)(2) Case Loads

IRD & LDD Discount Costs

Transmission Costs

Exchange Loads BPA Progams

Exchange Resource Cost

Public Loads
Federal Base System (FBS)
Costs
Program Case Loads Program Case Net Costs

POST
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Unused Conservation Resources
as Increased Load

DSl Adjacent Load

Public Loads

I 7(b)(2) Case Loads |

Add Resource Stack Cost

DSI Reserves & Financing
Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

Federal Base System (FBS)
Costs

7(b)(2) Case Net Costs

Graphics For lllustration Purposes Only 18
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Appllcatlon of the Dlscount Rate in the 7(b)(2) Rate Test

The Program Case and 7(b)(2) Case Rate are calculated for the rate period plus the test period, a total of six years
“(assuming a 2-year rate period).

The comparison between the Program Case and the 7(b)(2) Case rates consider the time value of money.

The two sets of rates are discounted back to the beginning of the first year of the Relevant Rate Case at BPA's projected

30 Year Agency Borrowing Rate and then a simple average is computed over the six-year period.

If the simple average of the discounted

7(b)(2) Case rates is less than that of the Program Case rates, then a trigger value

is determined which is used to identify the amount of rate protection.

Program Case Rate = $44.82
Program Case Costs = Program Case Loads

7(b)(2) Case Rate $/MWh = $26.71

7(b)(2) Case Costs +

7(b)(2) Case Loads

Public Loads

Reference Case

2022 2023 2024 2025 2026 2027

Program Case Rate
7(b)(2) Case Rate

Reference Case

$ 4482 $ 4557 S 4723 S 47.09 S 4895 S 4891
$ 2621 $ 29.09 S 2873 $ 29.15 S 29.58 $ 30.90

2022 2023 2024 2025 2026 2027 | Average

Discounted Program Case Rate
Discounted 7b2 Case PF

Reference Case Discount Rate

S 4368 S 4311 S 4324 S 4162 S 4171 S 4014 |S 4225
$ 2554 $ 2752 S 2630 $ 2577 S 2521 $ 2536 |S 2595

7b2 Trigger Value| $ 16.30

2022 2023 2024 2025 2026 2027

| Program CaseLoads Program Case NetCosts

7(b)(2) Case Loads

7(b)(2) Case Net Costs

30 Year BPA Agency Borrowing Rate Annual
Discount Rate Converted to Deflator

2022 Calculation: .9746 = (1/(1+(2.61/100))

POST
2028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation

2.61 3.02 3.33 3.57 3.73 3.82
0.9746 0.946 0.9155 0.8839 0.8521 0.8207
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Computation and Allocation of Rate Protection

* Thefinalstep is the calculation and allocation of Rate Protection to all other power sold.

* The amount of rate protectionis calculated by multiplying the Trigger Value by PF Public Load for each year.

* The Rate Protectionis then allocated annually to all other Rate Pools using a load based allocation.

— Rate Protection is allocated to PF Exchange Loads, Industrial Firm Loads, New Resource Loads and FPS & Secondary
Loads. The majority of rate protection is borne by the PFx rate.

Calculating Total Rate Protection 2022 2023 2024 2025 2026 2027
Total PF Public Load (GWh) 57,217 57,654 58,519 58,668 58,876 59,076
Public Rate Protection Amount (PF Load x Trigger Value) $ 932,639 $ 939,764 S 953,867 $ 956290 $ 959,673 $ 962,932
7b2 Trigger Value $ 16.30

Rate Protection Energy Allocation Factors 2022 2023 2024 2025 2026 2027
PF Exchange Rate Pool 0.6589 0.6736 0.6674 0.6750 0.6657 0.6825
IP Rate Pool 0.0015 0.0016 0.0016 0.0016 0.0015 0.0016
NR Rate Pool 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
FPS and Secondary Pool 0.3396 0.3248 0.3310 0.3234 0.3328 0.3160
Allocation of PF Public Protection Amount 2022 2023 2024 2025 2026 2027
Priority Firm Exchange - 7(b) Loads $ 614,477 $ 633,037 S 636622 S 645497 $ 638825 §$ 657,161
Industrial Firm - 7(c) Loads $ 1,443 S 1,486 S 1,483 S 1,503 S 1,472 S 1,514
New Resources - 7(f) Loads $ 0 S 0 S 0 S 0 S 0 s 0
Surplus Firm-SP Loads $ 316,720 $ 305,241 $ 315762 $ 309,291 $ 319376 $ 304,256

POST
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Allocation of Rate Protection to all other Power Sold per 7(b)(3)

PF Public Rate
(PFp)

$46.64

I L L

E

P O W E R

PF Public Rate
(PFp)

$30.34

Base PF Exchange
Rate (PFx) - IOU
only

$52.50

7(b)(2) Rate
Protection
Surcharge

PF Exchange Rate
w/Rate
Protection
(PFx)

$65.92

A D

Industrial Firm
Rate (IP)

$44.95

M I N

7(b)(2) Rate

Protection

Industrial Firm
Rate w/ Rate
Protection (IP)

$58.68

S T

R A T

7(b)2) Rate
Protection
Firm Power &
Surplus Products

(FPS)

Rate Set by Market

HOIALELE
Protection

New Resources
Rate (NR)

$70.59

New Resources
Rate (NR)

$84.32
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2028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation

Graphics For lllustration Purposes Only

O

N

21



B O N N

vV | L L E

o W

A D

N | S T

7(b)(3) Allocation and Final REP Benefits

[o]V
ASC

$67.20

Base PF Exchange
Rate (PFx) - 10U
only

$52.50

Pre
7(b)(2)
REP
Benefits
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[o]V)
ASC

$67.20

7(b)(3) Rate

Surcharge

PF Exchange Rate
w/Rate
Protection
(PFx)

$65.92

Post
7(b)(2)
REP
Benefits

Graphics For lllustration Purposes Only

22



Deep Dive:
Discount Rate Scenarios

POST

2028

REP




= P O W E

Discount Rate Scenarios

The Rate Test considers the time value of money. As a result, the Program Case and 7(b)(2)
Rate are discounted back to the beginning of the Rate Period.

The Reference Case uses BPA’s 30 Year Agency Borrowing Rate forthe discount rate.
Scenario 7 assumes no discount rateis appliedto the Rate Test.

Scenario 8 uses BPA’s Inflation Forecast.

Scenario 9 uses BPA’s Investment Rate.

The discount rate used in the 2012 Reference Case was significantly higher, reflecting much higher
borrowingrates at the time.

Various Discount Rate Inputs 2022 2023 2024 2025 2026 2027
30 Year BPA Agency Borrowing Rate Annual 2.61% 3.02% 3.33% 3.57% 3.73% 3.82%
BPA Agency Inflation Forecast Annual 1.70% 2.60% 2.50% 2.60% 2.70% 2.70%
BPA Agency Investment Rate 6.81% 6.81% 6.81% 6.81% 6.81% 6.81%

Discount Rate from 2012 Reference Case 2012 2013 2014 2015 2016 2017
30Year BPA Agency Borrowing Rate Annual 6.01% 6.28% 6.85% 6.87% 6.99% 6.99%

POST
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* The Discount Rate can have a significantimpact on the Trigger Value and ultimately Net REP Benefits.

* The Program Case Rate typically exceeds the 7(b)(2) Case Rate. As a result, a larger discount rate produces a

greaterimpact on the Program Case Rate compared to the 7(b)(2) Case Rate.

— Scenario 9 reflects the largest discount rate which produces the smallest trigger value, increasing Net REP Benefits.

— Scenario 7 reflects no usage of a discountrate which producesthe largest trigger value, decreasing Net REP Benefits.

Reference Case 2022 2023 2024 2025 2026 2027 Average
Discounted Program Case Rate $ 4368 S 4311 S 4324 S 41.62 S 41.71 S 40.14 | S 42.25
Discounted 7b2 Case PF S 25.54 S 27.52 S 2630 S 25.77 S 25.21 S 25.36 | S 25.95
7b2 Trigger Value| $ 16.30
No Discount Rate - Scenario 7 2022 2023 2024 2025 2026 2027 Average
Discounted Program Case Rate S 4523 S 4595 S 4762 S 47.48 S 4935 S 49.29 | S 47.49
Discounted 7b2 Case PF S 26.16 S 29.04 S 28.68 S 29.10 S 29.53 S 30.84 | S 28.89
7b2 Trigger Value| $ 18.60
Discount Rate uses Inflation Rate - Scenario 8 2022 2023 2024 2025 2026 2027 Average
Discounted Program Case Rate S 4462 S 44.88 S 46.02 S 4539 S 46.65 S 46.07 | S 45.61
Discounted 7b2 Case PF S 2592 S 28.47 S 27.82 S 27.92 S 28.02 S 2893 | S 27.85
7b2 Trigger Value| $ 17.76
Discount Rate uses Investment Rate - Scenario 9 2022 2023 2024 2025 2026 2027 Average
Discounted Program Case Rate $ 41.60 S 39.62 S 3845 S 3590 S 3494 S 3270 | S 37.20
Discounted 7b2 Case PF S 24.58 S 25.54 S 2362 S 2243 S 21.31 S 20.84 | S 23.05
7b2 Trigger Value| $ 14.15
23‘1‘3 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation 25
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Conservation Treatment: Reference Case

* Under the 2008 7(b)(2) Implementation Methodology and Legal
Interpretation, which the Reference Cases uses, conservation
resources areincluded in the resource stack and used to serve
7(b)(2) caseloads as a Type 1 resource.

* This follows the 2008 Legal Interpretation, which viewed
conservation as a resource under section 7(b)(2)(D)(i).

* To remove the effects of conservation fromthe 7(b)(2) Case, the
7(b)(2) Customer loads areincreased by an amount of load equal to
the conservation resources included in the Resource Stack.

* Asconservationresources are called upon from the Resource Stack
the 7(b)(2) Caseloads are decreased and the associated resource
costis added.

* This adjustmentis the way conservation resources are given effect
when selected from the Resource Stack under section 7(b)(2)(D)(i).

POST
2028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation

Reduce Loads for
Conservation called from
Resource Stack

Conservation Savings as
Increased Load

DSI Adjacent Load

Public Loads

R A

Add Resource Stack Cost

DSl Reserves & Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

Federal Base System (FBS)
Costs

7(b)(2) Case Loads

7(b)(2) Case Net Costs
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Conservation Treatment: Scenario 3 (No Conservation)

* InScenario3 - Conservation is treated similar to the Program Case.
— Both Program Case and 7(b)(2) Case have the same loads; no
adjustment is made in the 7(b)(2) Case for conservation.

— Because conservation costsare removed from the Program Caseand
the 7(b)(2) Case as applicable 7(g) costs, conservation as a resource
costsis not included in Resource Stack per 7(b)(2)(D).

— No conservationrelated costs are included in the 7(b)(2) Case.

* This scenario produces lower Net REP benefits compared to the
Reference Case becauseit lowers the 7(b)(2) load obligations without
incurring any additional costs which reduces the 7(b)(2) Rate in
comparison to the Program Case Rate.

Program
REP-Total | Case 7b2Case Trigger |
1 FY 2022-23 Reference Case S 31,840 | $42.25 S 2595 $16.30
3 Conservation = Program Case w/out Conservation Costs $(28,541)| $ 4245 S 24.84 $17.61
4 Conservation = Program Case with Conservation Costs $110,649 | $41.99 S 27.40 $14.59
5 Conservation Resources in Resource Stack Expensed Year1 | S 71,476 | $42.12 $ 26.68 $15.44
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DSI Adjacent Load

DSI Reserves & Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

Public Loads

Federal Base System (FBS)
Costs

7(b)(2) Case Loads

7(b)(2) Case Net Costs

Graphics For lllustration Purposes Only

29



E P O W E R A D M I N I S T R A T I O N

Conservation Treatment: Scenario 4 (Conservation Costs only)

* InScenario4 — Conservation is treated similar to Scenario 3 except
the total cost of conservation that was removed from the Program
Case is added to the 7(b)(2) Case.

l

— The Program Case and 7(b)(2) Case loads are the same; no load Wt N _
adjustment is made for conservation. DT Adacent Load Add Conservation Cost t

— The total amount of conservation costs removed from the Program DS! Reserves & Financing Costs
Case areincludedin the 7(b)(2) Case. IRD & LDD Discount Costs

— Conservationis notincluded as a resource in the Resource Stack. BPA Program Costs

e This scenario produces higher Net REP benefits compared to the
Reference Case because it increases fixed costs for conservation

Transmission Costs

which is spread across the smaller 7(b)(2) load obligation. Public Loads
Program
REP-Total | Case 7b2Case Trigger | Fecerml Bace System (FES)
1 FY 2022-23 Reference Case S 31,840 | $42.25 S 25.95 $16.30 Costs
3 Conservation = Program Case w/out Conservation Costs $(28,541) $ 42.45 S 24.84 $17.61
4 Conservation = Program Case with Conservation Costs $110,649 | $41.99 S 27.40 $14.59
5 Conservation Resources in Resource Stack Expensed Year1 | $ 71,476 | $ 42.12 $ 26.68 $15.44 7(b)(2) Case Loads 7(b)(2) Case Net Costs
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Conservation Treatment: Scenario 5

(Expensed portion of Conservation Resource is Recovered the First Year)

* InScenario5 — Conservation is treated similar to the Reference Case
except the total cost of Conservation increases when called upon from
the Resource Stack to reflect the cost being recovered over one year
instead of five years.

— 7(b)(2) loads are increased for Conservation savings.

— Conservation Resources are included in the Resource Stack.
— The expensed portion of conservation resource costsincluded in the
Resource Stack are recovered over one year instead of five years.
* This scenario produces higher Net REP benefits compared to the
Reference Case because it increases Resource Stack costs.

Program
REP-Total | Case 7b2Case Trigger |
1 FY 2022-23 Reference Case S 31,840 | $42.25 S 2595 $16.30
3 Conservation = Program Case w/out Conservation Costs $(28,541) $ 42.45 S 24.84 $17.61
4 Conservation = Program Case with Conservation Costs $110,649 | $41.99 S 27.40 $14.59
5 Conservation Resources in Resource Stack Expensed Year1 | S 71,476 | $42.12 S 26.68 $15.44
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Conservation Treatment Scenarios

Reduce Loads for
Conservation called from
Resource Stack

Conservation Savings as

DSI Adjacent Load

Add Resource Stack Cost

DSl Reserves & Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

DSI Adjacent Load

DSl Reserves & Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

DSI Adjacent Load

Add Conservation Cost

DSl Reserves & Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

T R A

Conservation Savings as
Augmented Load

DS| Adjacent Load

Add Resource Stack Costs

DSl Reserves & Financing Costs

IRD & LDD Discount Costs

BPA Program Costs

Transmission Costs

Public Loads Public Loads Public Loads Public Loads
Federal Base System (FBS) Federal Base System (FBS) Federal Base System (FBS) Federal Base System (FBS)
Costs Costs Costs Costs
Reference Case Scenario 3 - Scenario 4 - Scenario 5 — Conservation Resources Expensed
7(b)(2) Rate = $25.95 No Conservation Conservation Costs Only First Year in Resource Stack

7(b)(2) Rate = $24.84
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ASC Doubling Scenario

IRD & LDD Discount Costs

Why do Net REP Benefitsincrease significantlyin
the ASC doubling scenario?

* Net REP benefits are determined by comparing ASCs S
to the PFx Rate.

IRD & LDD Discount Costs

* When ASCs double a few things happen: Trrsmission Costs
— Exchange Resource Costs double, a cost that is included in R T R
the unbifurcated rate which feeds to the Program Case in Exchange ResourceCos
the Rate Test.
— The higher Exchange Resource Cost blends with other Exchange Resource Cost

costs in the unbifurcated rate andis spread across both
PF Public and Exchange loads.

— The lower cost of the Federal Based Systems (FBS)

Public Loads Public Loads

prevents the Unbifurcated Rate and ultimately the Federal Bse ysem (1) Federal Bae Sy (15)
Program Case Rate from escalating at the same rate as
ASCS (i'e' do Ubllng)' Unbifurcated Rate — Unbifurcated Rate —

Reference Case ASC's Double Scenario

POST . . . $46.98 $82.55
028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation 34
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ASC Doubling Scenario: PFx Rate Impact

REP
Benefits

Post
S millions S/MWh S millions ]' 7(b)(2)

PFx Rate | FY22-23
Unbifurca | Base PFx  Post 2yr Wtd | Program Rate
FY 2022-23 REP Scenario Forecast REP-Total | ted Rate Rate 7(b)(3) ASCs Case 7b2 Case Trigger |Protection

1 FY 2022-23 Reference Case | S 31.8 [ S 46.98 [ $52.50 S 66.59 | S 67.20 | $42.25 $25.95 $16.30 | S 936.2
18 ASCs - Double S 189.0 | $ 82.55| $88.03 $129.31 | $134.40 | $75.13 $26.02 $49.11|$ 2,821

7(b)(3) Rate
Surcharge

ou

* The Rate Test and PFx Rate are impacted by ASCs T oros e

7(b)(2) $134.40
. REP
doubling: e .

— The higher Program Case Rate driven by higher

Exchange Resource costs causes the trigger value to 100 PR B Tange s P Excrange Rate
increase which produces greater rate protection. s67.20 o o
— The rate protectionis allocated via 7(b)(3) and increases o2 szt

the PFx rate but not at an equivalent rate as the ASCs.
— This leads to a higher level of Net REP Benefits.

POST Reference Case ASCs Doubling Scenario
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Workshop Schedule Update

Workshop Schedule Update

* The November 15" workshop is being cancelled to allow staff time to / \
focus on finalizing the BP-24 Rate Proposal.

* The December 13" workshop is being moved to December 20t and
will be held from 1:00pmto 4:00pm.

Next Steps

e Participants cansubmit comments, questions and requests for future

agenda topics after each workshop by emailing

— Requests for workshop topics for the December 20 workshop need to \ /
be received by December 29,

— Participants are encouraged to ask questions or request topics on specific scenarios during this phase.
Sub-Phase 2 will focus on settlement discussions and will not focus on educational and/or foundational
components associated with REP or the 7(b)(2) Rate Test mechanics.
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Additional Resources

POST
2028 Residential Exchange Program —Sub-Phase 1 Dry Run and Preparation 38


https://www.bpa.gov/energy-and-services/power/residential-exchange-program/post-2028-rep
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/fs-202008-residential-exchange-program.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/1_History-of-REP.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/REP12-Final-ROD.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/REP-12-FS-BPA-01.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/REP-12-FS-BPA-01A-Final-Proposal-Evaluation-Documentation.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/1984-7b2-Implementation-Methodology-ROD.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/1984-7b2-Legal-Interpretation.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/Extract-of-BPAs-Implementation-Methodology-2008.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/2008-BPAs-Legal-Interpretation-of-Section-7b2-of-the-NW-Power-Act.pdf
https://www.bpa.gov/-/media/Aep/power/residential-exchange-program/post-2028-rep/nw-poweract.pdf

Thank You!

Post 2028 REP Lead Sponsor:
Kim Thompson, Vice President, Northwest Requirements Marketing

Post 2028 REP Team:

Stephanie Adams, Paulina Cornejo, Brian Dombeck, Daniel Fisher, Rich Greene,

bosT Neil Gschwend, Kelly Olive, Jonathan Ramse
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