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Outline

o Stakeholder feedback on Capacity
Holdout alternatives (brief overview)

* Financial Policy Considerations —
Process Detalls and Flowchart
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Stakeholder Feedback

Refresher: BPA sought feedback on a set of alternatives related to the Capacity
Holdout methodology for its TSR Study and Expansion Process

— Please refer to the slides from the 10/28 customer workshop for more details on the alternatives

In general, comments supported either alternative 2 or 3

— Alternative 2: Customer will move its start date and service duration to align with the estimated
completion of necessary facilities

— Alternative 3: Customer has an ability to ‘split’ its request into pre-energization and post-energization
pieces

— Please note that these policies would only apply to participants of BPA's study and expansion
process, and would not apply generally to queueing for transmission service

Feedback identified concerns of potential gaming of the long-term firm queue with
alternative 3, in addition to technical and procedural burdens to implement and
maintain two separate requests with a single queue time

BPA is continuing to evaluate all alternatives, in consideration of the feedback
received

—  Staff will engage customers on additional details surrounding the mechanics of these alternatives at
upcoming workshops
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Financial Policy Considerations —
Process Detalls and Flowchart
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Components of BPA's TSR Study and Expansion Process

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

Phase 3 (P3): Preliminary Engineering

Phase 5 (P5): Project Construction
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P3 - Plan of Service Validation and Preliminary Engineering:
Refinement of cost and scope of Cluster Study results;
Estimation of Environmental Review scope and costs;

* $ - Customer pays its pro rata share of costs by MW

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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Main Elements of BPA's Commercial Financial Analysis and Updates to
Participants for Consideration

P3

P5

*

successive phase, BPA will provide customers with updated
At each of these points, customers informational analysis on rate impacts and non-binding guidance on
must make a decision whether to whether service might be provided at rolled-in rates

/ ﬁ Preliminary Financial Guidance - Prior to the commencement of a

continue participating in the
e O e elE Rolled-in Rates Determination - Prior to the final construction decision, BPA

K will perform a formal rate analysis and make a rolled-in or incremental rate
determination.

Pre-decisional. For Discussion Purposes Only.



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

Project Assessment Flowchart

At the stakeholder workshop on October 28™, staff provided a high level
summary of the financial analysis process.

Staff has developed a more detailed flowchart of the TSR Study
Expansion Process.
— The draft flowchart sequences in more detail the multiple financial and rate

analyses steps and highlights the points where information is shared with
participants.

— For a complete view of the detailed process map see the separate handout.

Following on the next several slides are snapshots of individual
sections of the complete detailed process map — these snapshots align
with, and are a more detailed representation of the steps within the
high-level process map provided at the October 28™" stakeholder
workshop and the previous slide.
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P1 Pre-StUdy Transmission requests

Existing Capacity Available

inqueue

No existing capacity available

Award capacity

Customer
Transmission requests No participates
removed fromthe [ in expansion
queue study?

Customer pays for
their pro-ratashare of
the clusterstudy

Continue to Phase 2 (Cluster Study)

* No changes from previous 2013 Cluster Study process
» Customers elect to participate in the cluster study or leave the queue
» To participate customers advance fund their estimated pro-rata share of

cluster study costs
* BPAtrues up at the conclusion of the study
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P2 Cluster Study

Cluster Study

No Build Required and.Non Build or Non-wires required
Wires

Assessment

Award capacity Build Plan of Service
resulting from Cluster
Study

Initial preliminary rate/economic
assessment (PV, rate impact)

Non-wires Plan of Service
resulting from Non Wires

Assessment

» The cluster study will result in awarded capacity or identification of a required build for
each TSR
* In the future BPA will continue to work to integrate the identification of non-wires solutions
into the cluster study when possible
» Output from cluster study will be used in preliminary economic analysis
 Initial preliminary financial analysis will include high level costs identified through the cluster
study and cluster study participation level
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P2 - CIUSter StUdy ReportInitial provisional -Preliminary, non-binding rate
. rate/economicassessment (60 impact information
(ContanEd) days after Cluster Study -Based on high-level Cluster Study
output
BPA offers SCustomer signs funding agreement
Customer does not sign funding agreement customer funding and funds pro-rate share of study costs

agreement for
customerstofund
pre-engineering
studies.

Work on project ends.
Request(s) are removed
fromthe queue.

Continue to P3 (Plan of Service Validation)

* Within 45-60 days following the conclusion of the cluster study BPA will provide

preliminary economic assessment and preliminary rate impact information
« Participants that require the identified project will be notified of the results
» BPA continues to discuss whether these financial analyses and results will be
presented more broadly

» Participant decides whether to move forward to the next phase
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P3 Plan of Service Validation

Pre-Engineering - get
better cost estimates

Investment
Nomination Process

Use prioritization process to
assess when BPA has available

Updated prelim. economic
analysis

capital, laborand outagesto
perform work.

Share with customers results of updated

NPVandrate impactanalysis. Update analysis based on improved estimates
. . S Project specific risk assessment
Discuss project prioritization and the

. . . Touchpoint with BPA capital prioritization process
estimated project completion date.

» After the Plan of Service Validation study is completed BPA will refresh the economic
analysis
* Analysis will contain higher quality estimates, including scope of environmental review
* Risk modeling tailored to specific project instead of general historical averages

« Can share how proposed project fits in most recent capital prioritization process and
Capital Investment and Review process
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P3 — Plan of Service Validation
(continued)

Customers chose

to move forward,
consideralternate
financing or
ownership options,
BPA and customers consider alternative or cancel
financing/ownership

Customers decide to not to proceed

Customer decides to move forward with the project

BPAand customers Alt. financing/ownership decided

same construction process

enterdiscussions

aboutalternative
financingor
ownership

Customers decide
not to proceed

BPA and Customers agree
on new process for alternate
ownership

Work on proposed BPA and customers Customers sign
projectends. Request(s) enteralternate O —— Customer signs funding agreement
are removed fromthe . ownership orTBD agreement and funds pro-rate share of study costs
queue. inancing process

Continue to P4 (NEPA Review)

» Based on the results of the updated preliminary rate impact analysis and review
of the project in light of the capital prioritization process, Participants will choose

whether to move forward through process
 As BPA develops the capability to evaluate alternative financing and ownership
methodologies, Participants can elect to seek alternative arrangements
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NEPA study
conducted

P4 — Environmental Review

Full business case -
economicanalysis to
determine if project
will be constructed at
rolledin rates

Positive NPV
and NEBR >
0?

Recommend
incremental rates

assess project timing

Recommendrolledin
rates

BPA decides
rolledin rates

Assess when BPA has available
capital, laborand outages to

performwork.

and project
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timing

Share with customers results of final
rolledinrates analysis, prioritization and
the estimated project completion date

Final Rate Determination (rolled in or incremental)



P4 — Environmental Review

(continued)

Customers decide not to proceed

Customers chose

to move forward,
consideralternate

BPA and customers consider alternative or cancel

financing/ownership

BPA and customers

Customers decide not to proceed enterdiscussions
aboutalternative

Work on proposed
projectends. Request(s)
are removed fromthe
queue.

financingor
ownership

agree on alternative financing or ownership requiring new process

BPA and customers
enteralternate
ownershipor

financing process TBD

financingor
ownership options,

Customer decides to move forward with the project

Alt. financing/ownership decided
same construction process

BPA approves project
and moves forward
with construction on

agreed schedule

Continue to P5 — Project Construction

» At the conclusion of Environmental Review, BPA will perform the formal rate impact

evaluation and make the final determination on offering service at rolled in rates
* As BPA develops the capability to evaluate alternative financing and ownership methodologies,
Participants can elect to seek alternative arrangements

» Participants have the ability to exit the process and not proceed with construction
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%

P5 — Project Construction »
Customersecuritizes
pro-ratashare of
project

BPA constructs
projectand provides
service atembedded
or incremental rates

» |f BPA continues as the owner and financier of the transmission project,
Participants will execute Construction Agreements and provide financial security

« BPA will then proceed with the necessary construction
» Financial security will be returned to the Participants as they take service
» Additional details around this and other aspects will be discussed at upcoming

workshops
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Questions?

* As always, feel free to submit
guestions or comments to BPA's Tech
Forum inbox at TechForum@bpa.gov
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