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Customer Workshop:
TSR Study and Expansion Process

October 28, 2015
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Agenda

TSR Study and Commercial Expansion Process —
Components and Timeline

Financial Policy Considerations for the TSR Study and
Commercial Expansion Process

Capacity Holdout Methodology — Context and
Alternatives

Feedback requested - detalls

Pre-decisional. For Discussion Purposes Only.



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

Components of BPA's TSR Study and Expansion Process

P3 - Plan of Service Definition and Engineering:
. . . . * Refinement of cost and scope of Cluster Study results;
Phase 3 (P3). Plan of Service Validation » Estimation of Environmental Review scope and costs;

» $ - Customer’s pro rata share of costs by MW

P5 - Project Construction:

Phase 5 (P5): Project Construction  Construction and Energization of identified transmission project;
» $ - Customer secures its pro rata MW share of construction costs (letter of credit, etc.)
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Timeline: BPA's TSR Study and Expansion Process

FY16 , FY17 , FY18 and beyond
June  Sept. iJan 17 June Sept. E Jan ‘18 June Sept.
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Financial Policy Considerations
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Main Elements of BPA's Commercial Financial
Analysis for Consideration

« Alarge aspect of the TSR Study and Expansion Process centers on
participants supporting and driving forward phases of the process

— Consistent with the pro forma expansion provisions contained in BPA's tariff

* Because of this, BPA anticipates providing participants with updated
financial information prior to tendering agreements and/or requiring
funding for the next phase

— Intent is to provide participants with as much updated information as feasible,
to inform their business decisions regarding whether to proceed to fund the
next phase of the process

— Provisional, informational guidance on initial rate impacts and guidance on
whether service may be able to be provided at rolled-in rates

— BPA will make a determination of whether service can be provided at rolled-in
rates following the conclusion of the NEPA review and prior to start of
construction
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Main Elements of BPA's Commercial Financial Analysis for Consideration:
Financial Analyses and Updates to Participants

Pl —

o

* P4

* P5

] phase, BPA will provide customers with updated informational analysis on rate
At each of these points customers impacts and non-binding guidance on whether service might be provided at rolled-

must make a decision whether to in rates

ﬁ Provisional Financial Guidance - Prior to the commencement of a successive

continue participating in the
proscribed process or withdrawing. Determination of whether service could be provided at rolled-in rates - Prior to the
construction decision, BPA will perform formal rate analysis and determination of whether
service can be provided at rolled-in rates
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Main Elements of BPA's Commercial Financial Analysis for Consideration:
Embedded Rates Analysis

* Previously, BPA performed the Commercial Infrastructure
Financial Analysis (CIFA) to inform the determination of whether
service could be provided at rolled-in rates for commercial
(Network Open Season) expansion projects

— This analysis generally provided a single rate impact value, with
different risk scenarios included as independent sensitivities

— Previously included relatively optimistic assumptions adopted through
our customer process
* Rollover and deferral assumptions, e.g.
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Main Elements of BPA's Commercial Financial Analysis for
Consideration: Embedded Rates Analysis (cont.)

Staff is exploring changes for the future analysis of whether service can be
provided at rolled-in rates
— Integrate all risks into the modeling of revenue requirement and capacity utilization

» Focus on the risk-informed results for customer updates and decision making;

» Analysis will describe the uncertainty of outcomes which can indicate the likelihood and
magnitude of possible upward rate pressure

— Include more conservative ranges of sales assumptions

BPA will review the comprehensive list of assumptions and the impacts to
the expansion process in future workshops

— Wil seek specific customer feedback on these proposals as details are developed
Continue vetting regional tolerance for potential rate increases, on a
project-specific basis

The team plans to monitor and discuss how this study and expansion
process may relate to other public initiatives (Focus 2028, Capital
Investment Review, e.g.) as needed at upcoming workshops

9

Pre-decisional. For Discussion Purposes Only.



NNNNNNNNNNNNNNNNNNNNNNNNNNNNN

Capacity Holdout Methodology —
Context and Alternatives
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Capacity Holdout Methodology — Background &

Context

 BPAIs evaluating using different methods to preserve the queue
position of participants* that are proceeding through BPA's study and
expansion process
— This primarily includes analyzing how BPA makes offers of partial
transmission service to such part|C|pants

« Pursuant to section 19.7 of its tariff, BPA Is obligated to offer partial interim transmission
service to all transmission customers where capacity exists

— Participants that are funding the transmission upgrade process may not want
to be subject to a decision of taking and paying for partial transmission
service or else forfeiting its queue position

* Recent experience has proven these potential conflicts in tariff provisions

» Also has a potential adverse impact to BPA's financial assumptions and expansion
decisions

* Following are preliminary alternatives for modifications to BPA's holdout
methodology to account for study and expansion participants

* BPA defines “Participant” is any customer that has met BPA's financial and contractual obligations for System Impact, System
Facilities or Cluster Studies, Plan of Service Refinement, Environmental Review, or Construction of necessary transmission upgrades
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Capacity Holdout Methodology — Alternatives

o Alternative 1 - Status quo

— BPA holds out capacity for the participants consistent with the originally-
requested start and stop date

— Impact is that the participant remains eligible for all partial offers that may
be available during this holdout period
« Participant must take and pay for the partial service or forfeit its queue position,

even if it is also providing financial commitment toward various aspects of the
study/expansion process

2020 2025 2027 2030
Requested Service Duration Bund Is Energized
Participant’s Request —
100 MW, from 1/1/2020 //
—1/1/2025 \ ]
|

25 MW becomes
available, 2022-2024
12
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Capacity Holdout Methodology — Alternatives

e Alternative 2 — Deferred Start Date and Service Duration

— Following the Cluster Study and identification of necessary upgrade,
Participant will be required to conform its transmission request

— Customer would move the start date and service duration out in time,
closer in line with the estimated completion date of the upgrades

« Participant would retain its original queue position, but not be eligible for service
prior to the energization of the project for that request
— Anticipated outcomes:

* Protection against partial offers that might become available during the pre-
energization time period,
* Interim, pre-energization capacity would be available to other queued requests

* All customers would have equal access to that pre-energization capacity, but at
positions below those that are participating in the upgrade

13
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Alternative 2 — Visual Example

2020 2025

Pre-StUdy Originally-requested TSR Service Duration | 2027 2030
A Bund is Energized

[

Participant’s Request —
100 MW, from 1/1/2020 //
—1/1/2025

Bund is Energized

Participant’s Conformed

Request — 100 MW, / /
now from 1/1/2027 —

1/1/2032

New Service Duratlon TSR
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Capacity Holdout Methodology — Alternatives

e Alternative 3 — Split TSR Concept

— Once the Cluster Study is complete, the Participant would be permitted
to ‘split’ its request into pre-energization and post-energization requests

* Pre-energization request would retain queue time, term and be eligible for any
pre-energization capacity consistent with today’s partial offer rules;

» Post-energization request would retain queue time but would be shifted forward in
time to align with the estimated upgrade completion (similar to Alternative 2)

— Anticipated outcomes:
« Customer would retain its original queue time for pre-energization capacity

» Refusal of a partial offer for the pre-energization TSR would result in that TSR
being moved to DECLINED in OASIS by BPA

« Customer would be protected from partial offers for the ‘expansion’ request

15
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Alternative 3 — Visual Example

2020 2025 2027 2030
Originally-requestcked Service Duration |

Pre-Study
Bund is Energized

Participant’s Request —
100 MW, from 1/1/2020 //
—1/1/2025

N

2020 2025 2027

Post-Study ‘Pre-energization’ (original) request
A BUI|d is Energized

2032

Participant’s Split Request — (

100 MW, now for both the / /
original term and also from

1/1/2027 — 1/1/2032

‘Post- energlzatlon request
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Capacity Holdout Methodology — Alternatives

e Alternative 4 — Customer Choice

— Participant has the choice whether to push out its requested

start/stop date and service duration to avoid potential partial
service offers

— Alternative 4 would essentially allow the Participant to choose
between Alternative 1 and 2

* Would potentially meet the needs of Participants that are both seeking as
much capacity as possible as quickly as possible, as well as Participants

seeking to only participate in the upgrade process for its full requested
capacity and avoid potential partial offers
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Capacity Holdout Methodology and
Conditional Firm

« Because BPA Is considering concepts related to allowing |
Participants to align requests with BPA's abillity to provide service,
this may impact Conditional Firm (CF) service as a bridge product

« BPA will evaluate potential impacts to the CF product

— May result in BPA requiring the Participants of future cluster studies to
Indicate to BPA whether they elect to be considered for the CF product

— BPA would incorporate those elections and determine the CF offer
capability prior to shifting Participants’ requests following the study

« If necessary, BPA will review this impact and relationship at future
workshops for customer engagement
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Feedback Requested

 The team seeks written feedback on these potential
alternatives, with specific focus on the general concept

of moving forward in time the requested start/stop date
and service duration

* Please submit feedback to techforum@bpa.gov with the
subject heading “Study and Expansion: Capacity

Holdout Alternatives”, no later than Wednesday,
November 11
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