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BPA Staff Objectives for Rate Case

= A rate that recovers oversupply management costs incurred through
March 30, 2013

= Arate that is developed through collaboration with stakeholders

= Staff’s initial rate proposal reflects policy proposal in FERC filing of
OATT Attachment P.

— 50% of costs borne by FBS users and 50% by generators that submit costs
(i.e., generators that choose to be compensated for displacement)

» Satisfaction of cost causation principle through application of a reasonable
alignment of costs and benefits

» Comparability in rates by applying the same allocation to both the merchant
affiliate and the non-affiliated generators

= Arate that is simple, easy to understand, and easy to administer

= A rate case that can be completed prior to the BP-14 rate case
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Factors to Consider in the OS-13 Rate Development

= Cost Allocation
» Rate Design and Cost Recovery
= Rate Schedule

= Rate Case Process Schedule
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Cost Allocation

» Policy proposal recognizes that oversupply management costs are
caused in part by fish and wildlife obligations and in part by
interconnection of wind generation.

= Customer collaboration on the definition of the “users of the Federal
Base System”
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Staff Straw Proposal.
Rate Design and Cost Recovery

Rate Period

— Rate must provide for recovery of costs incurred through March 30, 2013
Costs to be recovered

— Compensation payments made through March 30, 2013

— Independent evaluator cost
Cost Allocation

— 50% to power sales (PF/IP/NR), 50% to generators that submit costs
Use of Transmission or Power rate

— AllTorT+P?

— An “All-P” rate would not reach all customers that are allocated the cost
Rate Design

— Formula rate recovering actual cost incurred
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Staff Straw Proposal.
Rate Design and Cost Recovery (cont’'d)

= Billing determinants

— For power sales, use TOCAs, modified to include purchasers of power at IP
rate (DSIs) and NR rate

* Note: A“TOCA” (Tier 1 Cost Allocator) is the PF Customer Charge billing
determinant for each customer purchasing power at the PF Tier 1 Rate. TOCAs
are expressed as percentages.

— For generators that submit costs, use nameplate

» BPA invites customers/interested parties to share ideas and alternative
approaches on these rate design and cost recovery features.
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Straw Proposal for Oversupply Rate Design

= Qverview

This oversupply rate would recover BPA'’s actual costs. The elements of the
rate schedule are the rate (the actual cost paid for the billing month(s)) and the
billing determinant (each customer’s share of the month’s actual cost). The rate
Is expressed in dollars and the billing determinant in decimal share of the cost.
The billing determinants would total to one, assuring that the cost is fully
recovered.
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Straw Proposal for Oversupply Rate Design (cont’'d)

= Rate

The rate, or total cost, would be determined each month when the amounts to
be credited on the bills to generators are determined. The total of each month’s
credits would constitute that month’s rate. For example, if oversupply events
result in $2 million being credited to generators for a given month, the OS rate

for that month would be $2 million.

— Given the timing of the rate case and submittal to FERC for approval, the OS rate
would likely become effective more than halfway through the year during which
Attachment P is effective. Any cost incurred prior to FERC approval will be recovered

in the month or months following approval.
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Straw Proposal for Oversupply Rate Design (cont’'d)

= Billing Determinants

The billing determinants would be developed to assign the month’s costs to the
customers responsible for paying the costs.

— For the one-half of the costs assigned to users of the FBS, the cost responsibility would
be distributed pro rata, by load, among preference customers, direct service industries,
and purchasers under the New Resources rate, if any. BPA would use PF customers’
TOCAs modified to account for IP rate (DSIs) and NR rate purchasers.

— For the other one-half of the costs assigned to generators that submit costs of
displacement under the protocol, the cost responsibility would be distributed based on

the interconnected nameplate.

Billing determinants would change during the rate period to account for changes
in each customer’s share of the costs. For example, some TOCAs change
annually; new generators will come online and others may leave the BAA.
These changes would be incorporated through a transparent monthly calculation

that would be publicly available.
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Straw Proposal for Oversupply Rate Design (cont’'d)

Example calculation of billing determinants

A B C
Lesser of RHWM, Net Modified TOCA: 50% Share
Requirement Share of total (Col. B *.5)
(aMw) (Col. A/Col A, line 7)

1 | Public customer #1 19.291 0.0025650 0.0012825
2 | Public customer #2 0.556 0.0000739 0.0000370
3 | Public customer #3 169.311 0.0225118 0.0112559
4 | Remaining public customers 6991.835 0.9296425 0.4648213
5 | Total public customers 7180.993 0.9547932 0.4773966
6 | DSI customer composite 340.000 0.0452068 0.0226034
7 | Total public+DSI customers 7520.993 1.0000000 0.5000000

Nameplate Share of total 50% Share

(MW) (Col. AICol A, line 7) (Col. B *.5)
Wind customer #1 200.00 0.0422838 0.0211419
Wind customer #2 50.00 0.0105710 0.0052855
10 | Thermal customer #3 20.00 0.0042284 0.0021142
11 | Remaining wind+thermal 4459.94 0.9429168 0.4714584
12 | Total wind+thermal 4729.94 1.0000000 0.5000000

RHWM = Rate Period High Water Mark is a primary determinant of the amount of power a customer may purchase at PF Tier 1

rates. TOCAs use the lesser of RHWM and Net Requirement.
Page 10 i??
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Straw Proposal for Oversupply Rate Design (cont’'d)

= Example rate applied to billing determinant

— Month’s Cost: $2,000,000

© 00 N O 0o A WO DN P

A B C

Detilrlmgant Rate ($) Billed Amount ($)

Public customer #1 0.0012825 | 2,000,000 2,565
Public customer #2 0.0000370 | 2,000,000 74
Public customer #3 0.0112559 | 2,000,000 22,512
Remaining public customers 0.4648213 2,000,000 929,643
DSl customercomposite 0.0226034 2,000,000 42,207
Wind customer#1 0.0211419 | 2,000,000 42,284
Wind customer #2 0.0052855 2,000,000 10,571
Thermal customer #3 0.0021142 | 2,000,000 4,228
Remainingwind + thermal 0.4714584 2,000,000 942,917
10| Total 1.0000000 2,000,000
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Rate Case Process Schedule

= Straw Proposal for Rate Case Schedule

— Expedited rate proceeding pursuant to Rules of Procedure Governing Rate
Hearings, Section 1010.10 (see next slide)

— No Draft ROD or briefs on exception; oral argument, if requested

» |If parties prefer a Draft ROD and briefs on exception, BPA staff would likely
support a request for an extra 30 days to accommodate the additional workload.




B ONNEWVILLE P O WER ADMINISTRATION

Expedited Rate Proceedings

= Rules of Procedure Governing Rate Hearings, Section 1010.10

(a) General Rule. The record of decision in rate hearings conducted under this
section shall be issued within 90 days after notice is issued under § 1010.3,
except as provided in paragraph (b) of this section. Consistent with fairness
to the parties, the hearing officer shall establish the procedures or special
rules necessary to satisfy the Administrator's expedited schedule.

(b) Extensions. Only the hearing officer may request the Administrator to
extend the 90-day hearing limit, on a showing of good cause by a party.
Upon a determination of the hearing officer that a party's showing has merit
and is not dilatory, the hearing officer may request in writing an extension
of time from the Administrator. Submission of a request shall not have the
effect of staying the proceedings. The Administrator shall notify the hearing
officer and the parties of his determination within four days thereafter.

(c) Special procedure. Oral argument will not be heard in expedited rate
proceedings, unless all parties agree to substitute oral argument for a brief
on exceptions.
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Next Steps

= OS Rate Workshop on April 11, 1 p.m.
= Also, please note, BPA is holding workshops on the following subjects:
— April 11, 9 a.m.: REP
— April 12
* 9 a.m.: Transmission rates

* 1 p.m.: Generation Inputs

= Additional OS rate workshops?

» Prehearing conference
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