FOR SETTLEMENT PURPOSES ONLY DRAFT September 4, 2014

PARTIAL SETTLEMENT AGREEMENT

Bonneville Power Administration 2016 Rate Case
Generation Inputs and Transmission Ancillary and Control Area Services Rates

THIS PARTIAL SETTLEMENT AGREEMENT (“AGREEMENT”), dated and effective as of the date
established pursuant to section 3 of this Agreement, is among the Bonneville Power

Administration (“Bonneville”) and the BP-16 rate case parties (in the singular, “Party,” in the

plural, “Parties”).

WHEREAS

A.

D.

Starting in October 2013, Bonneville and the Parties have been engaged in public
meetings to reach agreement on the rates for certain transmission ancillary and control
area services for the FY 2016-2017 Rate Period (“Rate Period”);

Bonneville and the Parties wish to settle their disputes concerning generation inputs
and transmission ancillary and control area services rates for the Rate Period;

Bonneville and the Parties recognize that both the rate structure and the operations
related to the integration of variable energy resources and dispatchable energy
resources in Bonneville’s balancing authority area are in a transitional period; that there
is considerable disagreement about how to design Bonneville’s transmission ancillary
and control area services rates, terms and conditions; and that there is disagreement
about the allocation of balancing reserve capacity and energy costs;

The purpose of this Agreement is to settle those differences for the Rate Period, without
precedent for subsequent rate periods, so that Bonneville and the Parties can work
collaboratively on developing operational tools, terms and conditions, and proposals for
rates and the allocation of costs for the services necessary to balance the system in
future rate periods; and

NOW, THEREFORE, Bonneville, the undersigned Party signatories (“Party Signatories”), and

Parties who otherwise indicate assent to this Agreement by not objecting to this Agreement or

the Settlement Proposal (as defined in section 1) on the record of the BP-16 rate proceeding
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pursuant to section 3 (“Non-Objecting Parties”, and collectively with the Party Signatories, the

“Assenting Parties”) agree to the following:

1.

In the BP-16 rate proceeding, Bonneville staff will propose that the Administrator adopt
a proposal to establish the costs of generation inputs and rates for transmission ancillary
and control area services for the Rate Period (“Settlement Proposal”). The Settlement
Proposal will include only the terms specified in Attachment 1, the rate schedules and
general rate schedule provisions specified in Attachment 2, the terms in Attachment 3,
and the terms of this Agreement.

During the Rate Period, Bonneville and the Assenting Parties will abide by the terms
specified in Attachment 1 and this Agreement.

Bonneville will notify the Hearing Officer of the Agreement and move the Hearing
Officer to: (1) require any Party that did not sign or assent to the Agreement to state its
objection to the Settlement Proposal, the basis for its objection, and to identify each
issue included in the Settlement Proposal that such Party chooses to preserve in the BP-
16 rate proceeding within 5 days of the date interventions are granted in the rate
proceeding; and (2) specify that any Party that does not state its objection to the
Settlement Proposal on such date will waive its rights to preserve any objections to the
Settlement Proposal and shall be treated as an Assenting Party for all purposes under
this Agreement and on the record in the BP-16 rate proceeding. Unless this Agreement
terminates under the terms set forth in sections 4 and 5 below, this Agreement will
become effective on November 12, 2014, and will terminate on September 30, 2017. If
a Party has not preserved any issues originally through an objection to the Settlement
Proposal, the Party waives its right to preserve such issue.

If, in response to the Hearing Officer’s order made pursuant to section 3, any Party
states an objection to the Settlement Proposal, Bonneville or any Assenting Party will
have three business days from the date of the objection to withdraw its support for the
settlement. If Bonneville or any Assenting Party withdraws its support for the
settlement, this Agreement will become void ab initio. In that event, Bonneville shall
promptly meet with any other interested rate case parties to discuss a new procedural
schedule to propose to the Hearing Officer, allowing Bonneville a reasonable time in
which to present a revised proposal and the parties a reasonable time to respond to
such revised proposal.

If no Party withdraws its support for the Settlement Proposal, the Parties agree that the
Administrator may consider the Settlement Proposal. If the Administrator does not
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adopt the Settlement Proposal in the BP-16 Final Record of Decision, this Agreement
and the Settlement Proposal will terminate upon the date the Administrator declines to
adopt the Settlement Proposal.

6. Waiver

a. Preservation of BP-16 ACS Rates and Settlement Proposal

i. The Parties agree that this is a black box settlement. If the Administrator
adopts the Settlement Proposal, Bonneville and the Assenting Parties
agree not to contest this Agreement, including the Settlement Proposal
and rates and rate schedule provisions in Attachment 2, from the
effective date through September 30, 2017.

ii. The Assenting Parties agree to waive their rights to cross-examination
and discovery with respect to the Settlement Proposal, except in
response to issues raised by any party in the BP-16 rate proceeding that is
not an Assenting Party to this Settlement Agreement.

b. Reciprocity

In the event that any Underlying Assumption used to establish rates under the
Settlement Proposal is determined in a Pending Proceeding (see section 7(d)
below) to be inconsistent or incompatible with a reciprocity transmission tariff,
the Assenting Parties agree that such Underlying Assumption shall nonetheless
remain in effect for the remainder of the Rate Period.

c. No Precedent or Issue Preclusion beyond the Rate Period

i. Bonneville and the Assenting Parties understand, and will not argue
otherwise, that this Agreement does not constitute consent or
agreement in any future rate proceedings to the transmission ancillary
and control area services rates and rate schedule provisions in
Attachment 2 or to any rate, charge, rate schedule provision, or
Underlying Assumptions, and that they retain all of their rights to take
and argue whatever position they believe appropriate as to such matters.
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ii. The Assenting Parties and Bonneville acknowledge that this Agreement is
a package, and that acceptance of the package does not create or imply
any agreement with individual components of the package. Therefore,
the Assenting Parties and Bonneville agree that they will not assert in any
forum that anything in the Settlement Proposal, or that any action taken
or not taken with regard to this Agreement by any Assenting Party, the
Hearing Officer, the Administrator, the Commission, or a court, creates or
implies: (1) any procedural or substantive precedent (including, but not
limited to, a substantive precedent with respect to rate design and a
3 MW dead band under the Dispatchable Energy Resource Balancing
Service rate); (2) agreement to any particular or individual treatment of
costs, expenses, or revenues; (3) agreement to any particular
interpretation of Bonneville’s statutes; (4) any precedent under any
contract or otherwise between Bonneville and any Party; or (5) any basis
for supporting any Bonneville rate, terms or conditions for any period
after the Rate Period.

7. Reservation of rights

a. Except as provided in section 6(a) above, no Assenting Party waives any of its
rights, under Bonneville’s enabling statutes, the Federal Power Act, or other
applicable law, to pursue dispute resolution procedures consistent with
Bonneville’s open access transmission tariff or to pursue any claim that a
particular charge, methodology, practice, or rate schedule has been improperly
implemented.

b. Bonneville and the Assenting Parties reserve the right to file new complaints,
petitions, or litigation related to any rates, terms and conditions, or other
matters that are not a part of the Settlement Proposal.

c. Bonneville and the Assenting Parties reserve the right to litigate any transmission
or power rate at issue in the BP-16 rate proceeding that is not included in the
Settlement Proposal. In addition, Bonneville reserves the right to propose
changes to the transmission and power rates, rate schedules, and associated
general rate schedule provisions for services that are not included in the
Settlement Proposal.
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8.

10.

11.

d. Bonneville and the Assenting Parties reserve the right to litigate and advance any
arguments: (1) in proceedings that are pending before the Commission, the
United States Court of Appeals for the Ninth Circuit, or any other judicial forum
as of the effective date of this Agreement; and (2) in administrative or judicial
review, now or hereafter pending, of such proceedings (collectively, “Pending
Proceeding(s)”).

e. Bonneville and the Assenting Parties reserve the right to respond during the Rate
Period to any new filings, protests, or claims, by Bonneville or others; however,
Bonneville and the Assenting Parties will not support a challenge to any rates,
terms and conditions, or other matters described in this Agreement.

If because of a legal challenge, Bonneville is required to materially modify or discontinue
the use of its balancing reserve capacity-related curtailment protocols during the Rate
Period, Bonneville will seek, and the Assenting Parties agree to support or not contest, a
stay of enforcement of that ruling until after the Rate Period. If Bonneville is unable to
obtain a stay of the enforcement of that ruling, Bonneville may, but shall not be
required to, initiate a section 7(i) rate proceeding to revise any of the rates in
Attachment 2.

Attachment 1 (Rate Period Terms), Attachment 2 (Transmission Ancillary and Control
Area Services Rate Schedules and General Rate Schedule Provisions) and Attachment 3
(Inter-Business Line Allocations) are incorporated by reference into this Agreement.

Section 6(c) (No Precedent or Issue Preclusion beyond the Rate Period) of this
Agreement will survive termination or expiration of this Agreement.

Nothing in this Partial Settlement Agreement is intended in any way to alter the
Administrator’s authority and responsibility to periodically review and revise the
Administrator’s rates or the Assenting Parties’ rights to challenge such revisions.

This Agreement may be executed in counterparts.

[Print Party Name]
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By:

Name:
(Print/Type)

Title:

Date:

ATTACHMENTS

Attachment 1, Rate Period Terms

Attachment 2, Transmission Ancillary and Control Area Services Rate Schedules and General
Rate Schedule Provisions

Attachment 3, Inter-Business Line Allocations
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PARTIAL SETTLEMENT AGREEMENT

| Bonneville Power Administration 20164 Rate Case
Generation Inputs and Transmission Ancillary and Control Area Services Rates

THIS PARTIAL SETTLEMENT AGREEMENT (“AGREEMENT”), dated and effective as of the date
established pursuant to sSection 3 of this Agreement, is among the Bonneville Power

‘ Administration (“Bonneville”) and the BP-164 rate case parties (in the singular, “Party,” in the
plural, “Parties”).

WHEREAS

A. Starting in NevemberOctober 20132, Bonneville and the Parties have been engaged in
formalpublic meetings hearings-to establish-reach agreement on the cestsof
generation-putsandrates for certain transmission ancillary and control area services
for the FY 20164-20175 Rate Period (“Rate Period”);

B. Bonneville and the Parties wish to settle their disputes concerning generation inputs
and transmission ancillary and control area services rates for the Rate Period;

C. Bonneville and the Parties recognize that both the rate structure and the operations
related to the integration of variable energy resources and dispatchable energy
resources in Bonneville’s balancing authority area are in a transitional period; that there
is considerable disagreement about how to design Bonneville’s transmission ancillary
and control area services rates, terms and conditions; and that there is disagreement

| about the allocation of balancing reserve capacity and energy costs;-and

| D. The purpose of this Agreement is to settle those differences for the Rate Period, without
precedent for subsequent rate periods, so that Bonneville and the Parties can work
collaboratively on developing operational tools, terms and conditions, and proposals for
rates and the allocation of costs for the services necessary to balance the system in

future rate periods; and -
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NOW, THEREFORE, Bonneville, the undersigned Party signatories (“Party Signatories”), and
Parties who otherwise indicate assent to this Agreement by not objecting to this Agreement or
the Settlement Proposal (as defined in section 1) on the record of the BP-164 rate proceeding
pursuant to section 3 (“Non-Objecting Parties”, and collectively with the Party Signatories, the
“Assenting Parties”) agree to the following:

1. Inthe BP-164 rate proceeding, Bonneville staff will propose that the Administrator
adopt a proposal to establish the costs of generation inputs and rates for transmission
ancillary and control area services for the Rate Period (“Settlement Proposal”). The

Settlement Proposal will include only the rate-sehedulesand-generalrateschedule
provisions-specified-n-Attachmentd-tthe-terms specified in Attachment -1, the 2-rate

schedules and general rate schedule provisions specified in Attachment 2, the terms in
Attachment 3, and the terms of this Agreement.

2. During the Rate Period, Bonneville and the Assenting Parties will abide by the terms
specified in Attachment 1 and this Agreement2.
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3.

Bonneville will notify the Hearing Officer of the Agreement and move the Hearing
Officer to: (1) require any Party that deesretdid not-intend-te assentto-ersign or
assent to the Agreement to state its objection to the Settlement Proposal, the basis for
its objection, and to identify each issue included in the Settlement Proposal that such

Party chooses to preserve in the BP-164 rate proceeding by-4:30-pm-on-May-SNevember
128,20143within 5 days of the date interventions are granted in the rate proceeding;

and (2) specify that any Party that does not state its objection to the Settlement
Proposal by-4:30-pm-on-May-9,2013Nevember12,20140n such date; will waive its

rights to preserve any objections to the Settlement Proposal and shall be treated as an

Assenting Party for all purposes under this Agreement and on the record in the BP-164
rate proceeding. Unless this Agreement terminates under the terms set forth in
sections 34 and 45; below, this Agreement will become effective on May-9;
2613November 12, 2014, and will terminate on September 30, 201875. If a Party has
not preserved any issues originally through an objection to the Settlement Proposal, the

Party waives its right to preserve such issue.

4.

5.

If, in response to the Hearing Officer’s order made pursuant to section 3, any Party
states an objection to the Settlement Proposal, Bonneville or any Assenting Party may
withdraw-its-supportforthe-settlementwill have -three business days from the date of
the objection to withdraw its support for the settlement.by-4:30-pm-on-May-13;
2043Nevember17-2014- If Bonneville or any Assenting Party withdraws its support for
the settlement, this Agreement will become void ab initio. In that event, Bonneville

shall promptly meet with any other interested rate case parties to discuss a new

procedural schedule to propose to the Hearing Officer, allowing Bonneville a reasonable

time in which to present a revised proposal and the parties a reasonable time to

respond to such revised proposal. -

If no Party withdraws its support for the Settlement Proposal, the Parties agree that the

Administrator may consider the Settlement Proposal-net—wqiehstmsfdmg—that—lt—has—net

PFepesan—m%e—t-he-Feee#el—lf the Administrator does not adopt the Settlement Proposal

in the BP-16 Final Record of Decision, this Agreement -and the Settlement Proposal will

terminate upon the date the Administrator declines to adopt the Settlement Proposal.
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a. Preservation of BP-14-16 ACS Rates and Settlement Proposal

i. The Parties agree that this is a black box settlement. If the Administrator
adopts the Settlement Proposal, Bonneville and the Assenting Parties
agree not to contest this Agreement, including the Settlement Proposal
and rates and rate schedule provisions in Attachment 24, from the
effective date through September 30, 20175.

The Assenting Parties agree to waive their rights to cross-examination

and discovery with respect to the Settlement Proposal, except in

response to issues raised by any party in the BP-16 rate proceeding that is
not an Assenting Party to this Settlement Agreement.
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a=b.

C.

Reciprocity

In the event that any Underlying Assumption used to establish rates under the

Settlement Proposal is determined in a Pending Proceeding (see section 65{7(d)

below) to be inconsistent or incompatible with a reciprocity transmission tariff,

the Assenting Parties agree that such Underlying Assumption shall nonetheless

remain in effect for the remainder of the Rate Period.

No Precedent or Issue Preclusion beyond the Rate Period

Bonneville and the Assenting Parties understand, and will not argue
otherwise, that this Agreement does not constitute consent or
agreement in any future rate proceedings to the transmission ancillary
and control area services rates and rate schedule provisions in
Attachment 22 or to any rate, charge, rate schedule provision, or
Underlying Assumptions, and that they retain all of their rights to take
and argue whatever position they believe appropriate as to such matters.

The Assenting Parties and Bonneville acknowledge that this Agreement is
a package, and that acceptance of the package does not create or imply
any agreement with individual components of the package. Therefore,
the Assenting Parties and Bonneville agree that they will not assert in any
forum that anything in the Settlement Proposal, or that any action taken
or not taken with regard to this Agreement by any Assenting Party, the
Hearing Officer, the Administrator, the Commission, or a court, creates or
implies: (1) any procedural or substantive precedent (including, but not
limited to, a substantive precedent with respect to rate design and a 3
‘MW dead band under the Dispatchable Energy Resource Balancing
Service rate); (2) agreement to any particular or individual treatment of
costs, expenses, or revenues; (3) agreement to any particular
interpretation of Bonneville’s statutes; (4) any precedent under any
contract or otherwise between Bonneville and any Party; or (5) any basis
for supporting any Bonneville rate, terms or conditions for any period
after the Rate Period.
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7. Reservation of rights

a.

aDb.

Except as provided in section 546(a) above, no Assenting Party waives any of its
rights, under Bonneville’s enabling statutes, the Federal Power Act, or other
applicable law, to pursue dispute resolution procedures consistent with
Bonneville’s open access transmission tariff; or to pursue any claim that a
particular charge, methodology, practice, or rate schedule has been improperly
implemented.

Bonneville and the Assenting Parties reserve the right to file new
complaints, petitions, or litigation related to any rates, terms and conditions, or
other matters that are not a part of the Settlement Proposal.

b-c.Bonneville and the Assenting Parties reserve the right to litigate any transmission

or power rate at issue in the BP-14-16 rate proceeding that is not included in the
Settlement Proposal. In addition, Bonneville reserves the right to propose
changes to the transmission and power rates, rate schedules, and associated
general rate schedule provisions for services that are not included in the
Settlement Proposal.

e-d.Bonneville and the Assenting Parties reserve the right to litigate and advance any

arguments: (1) in proceedings that are pending before the Commission, the
United States Court of Appeals for the Ninth Circuit, or any other judicial forum
as of the effective date of this Agreement; and (2) in administrative or judicial
review, now or hereafter pending, of such proceedings (collectively, “Pending
Proceeding(s)”).

&—Bonneville and the Assenting Parties reserve the right to respond during the Rate

Period to any new filings, protests, or claims, by Bonneville or others; however,
Bonneville and the Assenting Parties will not support a challenge to any rates,

terms and conditions, or other matters described in sectier-546{a}{i}forthe
RatePeriod-this Agreement.
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8. If because of a legal challenge, Bonneville is required to materially modify or discontinue

the use of BispatecherStandingOrderNoe—216its balancing reserve capacity-related

curtailment protocols during the Rate Period, Bonneville will seek, and the Assenting
Parties agree to support or not contest, a stay of enforcement of that ruling until after
the Rate Period. If Bonneville is unable to obtain a stay of the enforcement of that

Service—Bonneville may, but shall not be required to, initiate a section 7(i) rate

proceeding to revise any of the rates in Attachment 21.

9. Attachment 1 (Rate Period Terms), Attachment 24 (Transmission Ancillary and Control
Area Services Rate Schedules and General Rate Schedule Provisions) and Attachment 32
(RatePeriod-FermsInter-Business Line Allocations) are incorporated by reference into
this Agreement.

10. Section 56(c) (No Precedent or Issue Preclusion beyond the Rate Period) of this
Agreement will survive termination or expiration of this Agreement.

11. Nothing in this Partial Settlement Agreement is intended in any way to alter the

Administrator’s authority and responsibility to periodically review and revise the
Administrator’s rates or the Assenting Parties’ rights to challenge such revisions.

This Agreement may be executed in counterparts.

[Print Party Name]

By:

Name:
(Print/Type)

Title:

Date:
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ATTACHMENTS

Attachment 1, Rate Period Terms

Attachment 12, Transmission Ancillary and Control Area Services Rate Schedules and General
Rate Schedule Provisions

Attachment 3, Inter-Business Line Allocations

Attachment 2, Rate Period Terms
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Attachment 1 to the BP-16 Generation Inputs and Transmission Ancillary and Control Area Services Rates Partial
Settlement Agreement

ATTACHMENT 1, RATE PERIOD TERMS

1. Term. The terms and conditions in this Attachment 1 will apply to and will be binding on Bonneville
and the Assenting Parties during the FY 2016-17 Rate Period (“Rate Period”), but must expire and not
survive in any form after September 30, 2017.

2. Imbalance Service. Bonneville shall attempt to provide an imbalance service based on the incremental
(inc) and decremental (dec) reserve quantities described belew-in this Attachment 1. Bonneville shall
use reasonable efforts in accordance with this Agreement to provide an inc imbalance service that is
equal to or better than the service provided in FY 2014. This is estimated to be less than 10
curtailment events in the October, November, December, January, February, March, August and
September (“Non-Spring Months”) and less than 30 curtailment events in the April, May, June and July
(“Spring Months”).

3. Dec Reserve. Bonneville will use reasonable efforts to provide 900 MW of dec balancing reserve
capacity from the Federal Columbia River Power System (“FCRPS”) during all hours of the Rate Period.
Bonneville and the Assenting Parties acknowledge that operational constraints and significant energy
imbalance accumulations during operationally constrained periods of the year may limit Bonneville’s
ability to provide 900 MW of dec balancing reserve capacity from the FCRPS at times during the Rate
Period. Bonneville shall not make any dec balancing reserve capacity acquisitions unless Bonneville
determines dec balancing reserve capacity acquisitions are necessary to maintain system reliability.

4, Inc Reserve (Non-Spring Months). Bonneville will use reasonable efforts to provide a total of 950 MW
of inc balancing reserve capacity (subject to adjustment by the Mid-Rate Period Adjustment described
in section 8 of this Attachment 1 and Direct Assignment Charges as described in section lll, E.4 and F.4
of the ACS-16 rate schedules in Attachment 2) for all hours in OcteberNovember-BecemberJtanuary
FebruaryMarch-Augustand-September{“Non-Spring MonthsZ} of each fiscal year in the Rate Period.

a. FCRPS Source.

1. Bonneville will plan to provide up to 900 MW of the Non-Spring Month inc balancing
reserve capacity from the FCRPS. To the extent Bonneville is unable to provide 900 MW
of inc balancing reserve capacity from the FCRPS, Bonneville will attempt to replace that
capacity with third-party inc reserve capacity if: (1) Bonneville identifies the need to
replace FCRPS balancing reserve capacity before 15:00 Pacific Prevailing Time the day
prior to preschedule; (2) the need to replace the FCRPS balancing reserve capacity is not
the result of significant energy accumulations during operationally constrained periods
of the year; (3) the need to replace the FCRPS balancing reserve capacity is not caused
by transmission availability when the inc balancing reserve capacity is available at the
generators; and (4) Bonneville is able to replace the FCRPS at a cost of $0.58/kW/day or
less. Such replacement costs will be borne by Power Services.

2. Bonneville may provide, at its sole discretion, any additional amounts of inc balancing
reserve capacity from the FCRPS because of the conditions described in Direct
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Attachment 1 to the BP-16 Generation Inputs and Transmission Ancillary and Control Area Services Rates Partial
Settlement Agreement

Assignment Charges, section lll, E.4 and F.4 of the ACS-16 rate schedule in
Attachment 2. Such additional amounts of inc balancing reserve capacity will be
provided at a cost of $0.29/kW/day.

b. Third-Party Source. Bonneville shall attempt to acquire 50 MW of inc reserve on a quarterly basis.

5. Inc Reserve (Spring Months) BonneV|IIe will use reasonable efforts to prowde at least 600 MW of inc

t—he—A%—%é—mte—sehed-u-Les—m—At—t—aehment—Q—) for all hours in Sprmg Months of each flscal year in the

Rate Period. Bonneville will provide from the FCRPS at least 400 MW of inc balancing reserve capacity
for all hours of the-in-Aprib-MayJuneandduly (“Spring Months™} of each fiscal year in the Rate Period.
Bonneville will hold no more than 950 MW of inc balancing reserve capacity (subject to adjustment by
the Mid-Rate Period Adjustment as described in section 8 of this Attachment 1 and Direct Assignment
Charges as described in section lll, E.4 and F.4 of the ACS-16 rate schedules in Attachment 2), FCRPS-
sourced or otherwise, in any hour during the Spring Months of each fiscal year in the Rate Period.

Acquisition Timing. Bonneville shall attempt to acquire at least 200 MW of inc balancing reserve

.O'

C.

capacity in April, May, and June on a quarterly basis unless the cost of any individual acquisition
exceeds $0.35/kW/day.

b. FCRPS Source. If Bonneville determines that the FCRPS is capable of producing more than 400 MW

of inc balancing reserve capacity on a short-term basis, then mere-than400-MW-ofinc-balancing
reserve-capacity-isavaiable from-the FCRPS-on-a-shert-term-basis-Bonneville shall provide that inc

balancing reserve capacity to meet Bonneville’s forecast need for inc balancing reserve capacity
before acquiring inc balancing reserve capacity from third-party sources. In that instance, the cost
of any-Spring Month inc balancing reserve capacity that Bonneville provides from the FCRPS above
400 MW will be at a cost of $0.29/kW/day and will be funded by the Annual Budget. To the extent
Bonneville determines it will provide more than 400 MW of inc balancing reserve capacity from the
FCRPS but later determines that capacity is unavailable, Bonneville will attempt to replace that
capacity with third-party inc reserve capacity if: (1) Bonneville identifies the need to replace FCRPS
balancing reserve capacity before 15:00 Pacific Prevailing Time the day prior to preschedule; (2) the
need to replace the FCRPS balancing reserve capacity is not the result of significant energy
accumulations during operationally constrained periods of the year; (3) the need to replace the
FCRPS balancing reserve capacity is not caused by transmission availability when the inc balancing
reserve capacity is available at the generators; and (4) Bonneville is able to replace the FCRPS at a
cost of $S0.58/kW/day or less. Such replacement costs will be borne by Power Services.

c. _Third-Party Source. If Bonneville determines that the FCRPS is not capable of producing more than
400 MW of inc balancing reserve capacity on a short-term basis as provided in the-FCRPS-cannet
provide-additional-capacity-undersection 5(ab) above at the time of the purchase request, then
Bonneville shall attempt to purchase, based on Bonneville’s forecast need, up to 550 MW of inc
balancing reserve capacity from third-parties for imbalance service in the Spring Months and fund
such purchases with the Annual Budget subject to section 6 below. - Bonneville’s acquisitions on a
preschedule timeframe will consider previous monthly or guarterly purchases for that timeframe,
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Attachment 1 to the BP-16 Generation Inputs and Transmission Ancillary and Control Area Services Rates Partial
Settlement Agreement
the available remaining Annual Budget, the projected reserve needs and the expected impacts
during the affected timeframe, and the remaining periods in the Spring Months.

6. Annual Budget for the FY 2016-2017 rate period.

a. Bonneville shall establish a $21.7 million annual budget (“Annual Budget”) to fund the purposes set
forth in section 6(c) below during the Rate Period. Bonneville may use any unspent funds from the
FY 2016 Annual Budget in FY 2017 for the purposes in this section 6.

b. The Annual Budget is subject to reduction as described in section 17 below.

c. The FY 2017 Annual Budget is subject to reduction by the Mid-Rate Period Adjustment as described
in section 8 and as described in section 16 below. Bonneville will utilize the Annual Budget to fund
(1) the purchase of 50 MW of inc balancing reserve capacity (subject to adjustment by the Mid-
Rate Period Adjustment) during the Non-Spring Months (see Section 4(b) above); (2) the cost of any
inc balancing reserve capacity that Bonneville provides from the FCRPS above 400 MW during the
Spring Months (see section 5(a) above); (3) purchases of inc balancing reserve capacity from third-
parties during the Spring Months; and (4) any differences between the cost Bonneville incurs for
deployment of third-party capacity and the hourly energy index price in the Pacific Northwest.

d. When the Annual Budget is exhausted, Bonneville will not be obligated to: (1) provide more than
400 MW of inc balancing reserve capacity from the FCRPS in the Spring Months of the fiscal year;
and (2) purchase any additional inc balancing reserve capacity in the fiscal year, except as described
in Direct Assignment Charges, section lll, E.4 and F.4 of the ACS-16 rate schedules in Attachment 2.

e. When the Annual Budget is exhausted, Bonneville shall treat any third-party balancing reserve
capacity deployment costs that exceed the hourly energy index price in the Pacific Northwest as a
Transmission Services cost.

f. Bonneville will post quarterly reports on its OASIS website on the types and amounts of
expenditures made in the previous quarter and the status of the Annual Budget.

g. The Annual Budget is subject to increase in an amount equivalent to the rRevenue received from
the $0.20/kW-nameplate/mo fee (section I1I.E.2.a.(4)(d) of the ACS-16 rate schedules in
Attachment 2) paid by customers that elect to opt out of the Intentional Deviation Penalty Charge

- ersed-tesusslermenithe-Annua-Budget,

7. Mid-Rate Period Election. Bonneville will offer VERBS customers a mid-Rate Period election
opportunity to change their scheduling elections to a superior scheduling commitment, elect self-
supply, use Dynamic Transfer Capability (“DTC”) to transfer out of Bonneville’s balancing authority
area, or elect to participate in Customer Supplied Generation Imbalance (“CSGI”). These election
changes will be capped at 800 MW of nameplate movement offered on a first-come first-served basis.
VERBS customers must provide Bonneville with written notice to change service by close of business
on April 4, 2016, and the effective date of the election change will be October 1, 2016. The expansion
of self-supply, including the CSGI program, and DTC will be limited to a total of 300 MW and will count
toward the 800 MW cap on nameplate movement. Bonneville will use two adjustments to calculate
the nameplate movement equivalent when a customer switches from CSGI to either (1) self-supply in
accordance with Bonneville’s self-supply Business Practice, as revised, or (2) use DTC to transfer out of
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Bonneuville’s balancing authority area. The amount of nameplate that switches from CSGI will be
multiplied by 21% for purposes of calculating the impact on the 300 MW cap on nameplate movement.
The amount of nameplate that switches from CSGI will be multiplied by 53% for purposes of calculating
the impact on the 800 MW cap on nameplate movement and amount of nameplate that changed
elections as used in section 8 below. Customers will pay the posted rates associated with their revised
election choice.

8. Mid-Rate Period Adjustment. The Mid-Rate Period Adjustment (“Mid-Rate Period Adjustment” or
“MidRPAdjustment”) will apply to the second year of the Rate Period. The Mid-Rate Period
Adjustment will adjust the amount of inc balancing reserve capacity Bonneville will provide in the Non-
Spring Months in FY 2017 and the FY 2017 Annual Budget. Bonneville shall calculate the Mid-Rate
Period Adjustment using the ratio of nameplate that changed elections (“Nameplate Movement”) to
the total amount of allowable nameplate movement (800 MW) under section 7 above. The Mid-Rate
Period Adjustment will equal:

Nameplate Movement
800 MW

MidRPAdjustment =

a. The Mid-Rate Period Adjustment may reduce the 950 MW of inc balancing reserve capacity
requirement described in section 4, Inc Reserve (Non-Spring Months), above. The second year
amount will equal:

950 MW — [50 MW X MidRPAdjustment]

b. The Mid-Rate Period Adjustment may reduce the FY 2017 Annual Budget. The FY 2017 Annual
Budget will equal:
$21.7 million — [$4.5 million X MidRPAdjustment]

9. Scheduling Elections. Bonneville shall offer VERBS customers a mid-Rate Period election opportunity
to change their scheduling elections from a sub-hourly scheduling commitment (30/15 or 40/15) to a
30/60 committed scheduling election, which will not be subject to the Direct Assighnment Charges as
described in Section I, E.4 and F.4 of the ACS-16 rate schedules in Attachment 2. These election
changes will be capped at 800 MW of nameplate movement offered on a first-come first-serve basis.
VERBS customers must provide Bonneville with written notice to change service by close of business
on April 4, 2016, and the effective date of the election change will be October 1, 2016. Customers will
pay the posted rates associated with their revised election choice.

10. Operating Practices.

a. Bonneuville shall replace DSO 216 with a reliability tool that applies to all non-Federal non-
controlling generation—both dispatchable and variable energy resources—in the balancing
authority area, except the schedule curtailment protocol will not apply to behind-the-meter
generation. Bonneville will design the new reliability tool to attempt to equitably allocate
curtailments among all resources that are subject to the reliability tool. Bonneville shall use
reasonable efforts to provide a mechanism for multiple resources to combine their station control
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11.

12.

13.

14.

error to take advantage of diversity benefits during balancing reserve capacity-related events.
Bonneville shall not apply its automated balancing reserve capacity-related generation limitation
protocol to dispatchable energy resources.

b. When Bonneville’s new reliability tool implements level 1 schedule curtailments, schedules from
dispatchable non-Federal non-controlling generation will be curtailed when that resource under-
generates to the point that the Station Control Error of that resource is less than -1 MW or -4.75
percent of that resource’s nameplate, whichever is the most negative value.

c. Bonneville shall research potential impacts that Federal dispatchable resources have on
Bonneville’s Balancing Authority Area net Station Control Error during inc reliability events and
provide results to customers in spring 2015. Any material impacts discovered will be mitigated
through changes in internal Bonneville business practices or modifications to implementation of
balancing reserve capacity-related schedule curtailments of dispatchable and variable energy
resources.

Intentional Deviation. One Hundred Percent (100%) of the revenue that Bonneville receives through
the Intentional Deviation Charge shall remain with Transmission Services. Revenue that Bonneville
receives from Energy Imbalance (“Elrev”), Generation Imbalance (“Glrev”), and Persistent Deviation
(“PDrev”) will be split between Power Services and Transmission Services. Power Services share
(“PSshare”) in such revenue will equal:

PSshare = [Elrev + GIrev + PDrev] — Z Hr3PSD X HrIndex

Where:
Hr3PSD = The MWh amount of third-party inc balancing reserve capacity
deployed each hour.

Hrindex = The hourly energy index in the Pacific Northwest during the hour when
the third-party inc balancing reserve capacity was deployed.

Revenue Credit. Power Services will receive a payment of at least $50,834,800 each year of the Rate
Period from Transmission Services in exchange for planned balancing reserve capacity provided from
the FCRPS as described in sections 3, 4 and 5 above. Power Services will set power rates with the
revenue credit expectation that it will receive $54,834,800 from Transmission Services. This section 12
is subject to section 17(b) below.

Rate Period Initiative. Bonneville and customers will establish a Solar Task Force to discuss
transmission and integration issues related to solar energy development in the Bonneville Balancing
Authority Area, including the discussion of customer proposals on Solar VERBS rate design.

Other charges. Pursuant to the conditions under Direct Assignment Charges, section lll, E.4 and F.4 of
the ACS-16 rate schedules in Attachment 2, Bonneville will use the following table to assess the
additional amount of inc balancing reserve capacity.
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From Service in Row | Direct Assignment Charges. Additional Amount of /nc Capacity on Nameplate

to Service in Column Uncommitted Solar | DERBS | CSGI
30/15 8.1%
40/15 5.6%
30/60 2.9%
CSGlI 3.3% 5.8% 8.5% 11.4%
No Service 8.3% 10.8% | 13.5% 16.4% 2.4% 0.5% %

17.

Inter-Business Line Allocations. Bonneville and Assenting Parties agree to the Inter-Business Line
Allocations described in Attachment 3.

Spring Month Exception. If Bonneville observes 30 or more curtailments on average in the Spring
Months or if Bonneville determines that it needs to spend additional funds above the Annual Budget
for FY 2016 to support the inc imbalance service in FY 2016 Spring Months, the following exception will
apply to section 6(a) above:

Bonneville may use up to $5 million of the FY 2017 Annual Budget to support the inc imbalance service
provided during the FY 2016 Spring Months. Underthatseenarieln such event, Bonneville shall inform
all parties of the issue(s) causing the decreased quality of VERBS and will convene a stakeholder
process to discuss approaches to provide the quality of imbalance service intended in this settlement
for the FY 2017 Spring Months without violating any other terms and conditions of this settlement—.
In consultation with customers, Bonneville may use a combination of the following approaches:

a. Receive commitments from Variable Energy Resource Balancing Service (VERBS) customers to pay
the VERBS rate consistent with their FY 2017 scheduling election, but commit to schedule to a
superior scheduling behavior during the FY 2017 Spring Months;

b. Modify the FY 2016 acquisition strategy;

Modify Bonneville’s operational plan to potentially increase the amount of inc balancing reserve
capacity available from the FCRPS. Under this solution, Bonneville will no longer attempt to replace
FCRPS capacity with third-party inc reserve capacity as described in section 5(b) above;

d. Increase the FY 2017 Annual Budget. Under this approach, Bonneville shall treat any increase to
the Annual Budget as a transmission cost; or

a-e.Increase VERBS rates by 5% and decrease the amount paid to Power Services by Transmission
Services for inc balancing reserve capacity provided in the Spring Months above 400 MW by
$0.05/kW/day.

Risk Mitigation Tools.

a. CRAC, DDC, and NFB Mechanisms. 8.2 percent of the Cost Recovery Adjustment Clause, Dividend
Distribution Clause, and NFB Mechanisms (the NFB Adjustment and the Emergency NFB Surcharge)
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will apply to the balancing reserve capacity-based rates specified in Section H of the General Rate
Schedule Provisions in Attachment 2.

b. Planned Net Revenues for Risk. The rates under this Agreement are based on the assumption that
Bonneville’s power revenue requirement will not contain Planned Net Revenues for Risk (“PNRR”)
erany-othernon-costdriven-compeonentto: (1) support Bonneville’s power Treasury Payment
Probability, (2) support Bonneville’s credit rating, or (3) enhance Bonneville’s financial strength or
financial standing by improving Bonneville’s cash position. If Bonneville adopts any sueh-ren-cost
drivenrevenuerequirementcompeonent{“NenCostPNRRA in its overall power revenue

requirement as determined in the BP-16 Final Proposal, then the following will apply:

(i) The Annual Budget will decrease by 4.27% multiplied by the NonCostRR.

(ii) Notwithstanding section 12 above, Power Services will receive a payment of at least:
$50,834,800 + [8.2% X NonCostRR] each year of the Rate Period from Transmission Services
in exchange for planned balancing reserve capacity provided from the FCRPS as described in
sections 3, 4 and 5 above. Power Services will set power rates with the revenue credit
expectation that it will receive $54,834,800 + [8.2% X NonCostRR]) from Transmission
Services.

[Continued on next page]
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(iii) The ancillary and control area service rates in Attachment 2, ACS-16, sections Il and Ill, will
increase to collect each rate’s percentage share of the [8.2% X NonCostRR] amount based on
the following table:

Rates Percent Share of NenCestPNRR

Regulating and Frequency Response Service 0.46%

Dispatchable Energy Resource Balancing 0.09%

Service (DERBS) Inc

DERBS Dec 0.09%

Operating Reserve - Spinning 1.65%

Operating Reserve — Spinning default Function of Operating Reserves Spinning (115%)
Operating Reserve - Supplemental 1.65%

Operating Reserve — Supplemental default Function of Operating Reserves Supplemental (115%)

18. Official Forecast. Bonneville will attempt to provide the results of the Super Forecast Methodology to
customers at 15 minutes or earlier after the top of the hour, but will commit to provide the results of
the Super Forecast Methodology to customers no later than 20 minutes after the top of the hour.
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