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Powerex has reviewed Staff’s Straw Proposal regarding the balancing service BPA intends to
provide for the BP-16 rate period, and looks forward to receiving more information as the rate
case workshops proceed during the summer and fall.

Powerex appreciates BPA’s efforts to work with customers to develop solutions that meet
customer needs. Powerex believes that BPA should focus greater efforts on regional solutions to
relieve the burden on the FCRPS and, in particular, explore the opportunity to have third parties
supply a greater portion of the required balancing services. These regional solutions may include
the provision of balancing services by third parties through the rate case process, as well as
through expanded acceptance of self-supply arrangements.

In this regard, Powerex continues to believe that BPA’s current requirements for self-supply
undermine the ability to achieve efficient regional solutions to the balancing service challenges
in the BPA BAA, and are inconsistent with FERC policy and precedent. More specifically, any
self-supply requirements that (i) unnecessarily limit the total quantity of self-supply that can be
provided, and/ or (ii) unnecessarily require the self-supply of multiple products at once, violate
BPA’s self-supply obligations under its OATT.

As Powerex stated in our comments on Version 1 of the Self-Supply of Balancing Services
Business Practice, BPA’s balancing services can be separated into essentially six different
products: INC-only and DEC-only products for each of the following services: regulation, load
following, and generation imbalance service. Powerex suggests that BPA provide VERs with
the option to self-supply some of these unbundled components of balancing services, and
purchase the remaining components from BPA.

In Powerex’s view, a move toward an unbundled approach of providing balancing services
would align BPA’s business practices with FERC policy and precedent, and there are no
operational considerations that would prevent BPA from allowing customers to self-supply
some, but not all, of the unbundled components. Unbundling balancing services into six
different products would also allow for broader competition to provide these services; provide
BPA’s customers with additional flexibility; and result in the challenges of VER integration in
the region not being borne solely by the BPA federal system. For example, Powerex believes we
are able to offer high quality INC-only services year-round (including during the freshet) at
competitive prices, and we would welcome the opportunity to contribute to solving the regional
challenges associated with providing balancing services for VER integration.

Thank you for the opportunity to provide comments, and we look forward to further discussions
on regional solutions.
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