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Springfield Utility Board (SUB) appreciates thispmptunity to comment on BPA’s Long
Term Regional Dialogue Policy Proposal (July 1)&0 SUB is a municipal utility that
primarily serves the community of Springfield, Ooeg As a preference customer, SUB
currently purchases 100% of its power from BPA.

BPA proposal reflects a thoughtful and open apgrdacesolving complex and
intertwined issues. SUB seeks to mirror BPA’s apph and BPA will find that SUB’s
support of certain key aspects of BPA’s proposaleadeparture from SUB’s previous
positions. Rather than submit comments that add®&sB’s individual interests, these
comments are intended to reflect a balance ofastsiwhile preserving areas that SUB
views as critical to providing service to its custrs. The Long Term Regional
Dialogue is not only important for public power tltkie region as a whole.

SUB strongly values its relationship with BPA ahdoughout this process SUB has felt
that BPA strongly values its relationship with SUBUB would like to thank you and
BPA staff for their efforts. In particular, Marke@dron, Scott Wilson, Ray Bliven, and
John Lebens (among many others) have put forwgrdfsiant effort towards responding
to customer inquiries on the Long Term Regional@jae Policy Proposal. BPA staff
had the task of dealing with challenging questiomglifficult issues and they handled
each issue with poise and professionalism.

With some exceptions (discussed below), SUB gelyesapports BPA’s Regional
Dialogue proposal and appreciates the attenti@ntimad range of issues. SUB
generally supports the comments filed by the NoestviRequirements Utilities (NRU),
again with some exceptions. If the overall proposdlined by BPA (that reflects
NRU’s and SUB’s comments) is considered not viaBlgB is also supportive of BPA’s
fallback position (also with some exceptions)



Long Term Regional Dialogue
Springfield Utility Board’s Comments

Outline
Specific issues SUB addresses in its comments are:

Service to Existing Publics
2010 Loads and Resources For Determining High WMteks
Centralia
Hydro Resources and The Pacific Northwest Coordinadgreement
Hydro Resources and Critical Water Years
Non-Utility Owned Generation Dedicated to Load
2010 Loads and Force Majure
Green Exception
No Special Adjustments to High Water Marks

Service to New Publics

GeneralPolicy For New Publics

High Water Mark If A New Public Is Formed From Axigting Public
Products Available to Publics

FBS Flexibility

The Slice Product

The Load Following Product

Pooling
Conservation
Renewables
Benefits to Residential and Small Farm Consumers
Benefits to Direct Service Industries

Creditworthiness, Counterparty Risk, and Tier Il

Waiver of Customer Rights



Service To Existing Publics

2010 Loads and Resources For Determining High Watéviarks

SUB strongly supports BPA's proposal regardingdhleulation of High Water Marks
(HWM). SUB agrees with BPA statement that “the HW&Wbne of the most important
aspects of this [BPA’s] proposal."BPA’s proposal to use 2010 actual loads when
determining the net requirement provides for la@dse close to the loads at the start of
the post-2011 contract period. BPA'’s proposalde 2010 resources dedicated to load as
specified in current contracts provides certaietyarding the calculation of each utility’s
net requirement. Certainty on such an importaudss critical at this stage of the Long
Term Regional Dialogue process.

SUB has spent years working with other utilitieaitempts to resolve this complex and
often contentious issue. SUB is very appreciativihe time and effort that the Public
Power Council's (PPC) staff has dedicated to teeda<f determining High Water Marks.
PPC acted as the forum where consumer ownedegiktitempted to arrive at a
universally agreeable solution. Despite PPC stafforts, repeated attempts by SUB
and others to get clarity on utility owned resosr¢@nd resources dedicated to load not
owned by utilities) resulted in little success imang at a mutual understanding of the
impact of using 2012 resources when determiningewgiirements. To the contrary,
repeated attempts to address individual utilityassns more often than not turned into a
list of exceptions.

Because of a lack of information from other custsn8UB turned to BPA for
information on the impact of using 2012 resourc86lB’s inquiry only dealt with a
subset of resource issues, but the impact of tA@%2 resource issues would, in SUB’s
view, create confusion, result in uncertainty, skbesbenefits of BPA’s low cost system,
and disrupt the viability of allocation.

While SUB is a non-voting member of the PPC, SUtBndtely reached the difficult, but
necessary, decision to not support PPC’s positiothis issue.

Centralia

If the Fallback Proposal is not implemented and BR@ves forward with a broad set of
policies for the Long Term Regional Dialogue, SUSther supports nor opposes the
proposed treatment of the Centralia resource in’BBfoad proposal. This issue has
been in play for a significant period of time arashnvolved a substantial amount of
discussion. Should, Fallback Position be impleménhowever, SUB reserves the right
to change its position.

! Regional Dialogue Policy Proposal, July 13 2006, page 12
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Hydro Resources and The Pacific Northwest Coordinabn Agreement

Hydroelectric Resources that are part of the Rabi@irthwest Coordination Agreement
(PNCA) follow regulation guidelines. Itis SUB’'siderstanding that the Subscription
Contracts use firm resource declarations for PN€urces based on 2001 regulations.
In order to preserve certainty with the RegionalBgue proposal, SUB recommends
that BPA not change the firm resource capabilitfPBCA resources in the 2010
resources to reflect any changes in PNCA regulat{en 2010 resources should use 2001
PNCA regulations — or whatever regulations weraluset the time the Subscription
Contracts were signed).

SUB is concerned that leaving an open questiontaheuirm resource capability of
PNCA resources will dilute High Water Marks of ngernerating utilities. SUB requests
that should BPA move forward with changing firmoesce capability of PNCA
resources that non-generators not be impactedtii@approach. This would require
that non-generators be walled off from the caleokadf High Water Marks for
generating utilities and any changes to High Witarks due to adoption of different
PNCA regulations would only result in adjustmemisHigh Water Marks for generating
utilities.

Hydro Resources and Critical Water Years

Some utilities have argued that the critical watsar for individual hydro resources
should be changed. This would result in a lowan fiesource capability and increased
net requirement for those affected utilities (akdly a lower High Water Mark for
remaining utilities). SUB recommends that BPA alldw modifications to the critical
water year for hydroelectric resources.

SUB requests that should BPA move forward with giag firm resource capability of
hydro resources due to changes in critical watarsythat non-generators not be
impacted from this approach. This would requird tien-generators be walled off from
the calculation of High Water Marks for generatuttjties and any changes to High
Water Marks due to adoption of different criticadter years would only result in
adjustments for High Water Marks for generatingjtigs.

Non-Utility Owned Generation Dedicated to Load

It is SUB’s understanding that there is a significamount of non-utility owned

resources declared to serve loads in Subscriptamir@cts. These resources are typically
owned by large industries. With one general exoapBPA should not allow the

removal of these resources when determining aysilHigh Water Mark as doing so
would lower the High Water Marks for the remainurgdities. The utility itself is not
harmed by keeping the non-utility owned generatiedicated to load.

The general exception to this would be in the imstathat the industry with the
generation dedicated to load no longer existedkDZat the time the High Water Marks
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were established). In this event, other custorseinged by the utility would be adversely
impacted if a utility lost an industry but was regd to have a reduced High Water Mark
due to a resource formerly owned by a defunct imdlsustomer. In this instance, the
non-utility owned resource in the Subscription cact should be removed when
determining High Water Marks. This would havdditbr no impact to other public
customers since load side of the equation for deteéng net requirements would also be
lower. The application of this general exceptiamud be determined by BPA.

2010 Loads and Force Majure

SUB feels it is appropriate to respond to conceegsrding industrial loads that may
experience events that result in reduced operatiotsde of its control. In this case, a
consumer-owned utility may find “abnormal” loads2@10 and “normal” loads in 2011
due to changes in industrial electricity usagee High Water Mark for that utility would
be lower than if the industrial load were undelid¢gpoperations.

For simplicity, SUB suggests that BPA make no adjests to High Water Marks for
these types of events. Most utilities have songgekeof risk that 2010 loads may be
lower than a situation where all loads were atbmva average. However, SUB
recognizes that not all utilities are the samesrmst of a force majure event — smaller
utilities would have greater exposure to Tier lbgsercentage of their total load if a large
industrial customer was offline.

Should BPA feel it is appropriate to make adjusttseén 2010 loads due to Force Majure
events when determining High Water Marks, SUB remamds the following:

1) Any utility may request BPA review the utility’sadd profile due to a force
majure event.

2) BPA would have the sole discretion of providing doutility’s 2010 loads to be
“corrected” for the force majure event. BPA wotrelat all requests equally and
not weigh requests for small utilities differenthan larger utilities.

3) If BPA allows for an adjustment, the most receraryaf typical operations (as
determined by BPA) would be used to make the adljeist.

4) BPA would explain the rationale for all force magwdjustments and allow
public comment.

5) If an adjustment was made to a utilty’s load fdor@e majure event and the
industrial load did not come back on-line during Z¥11, BPA would recall the
adjustment and spread incremental the High Watek ldeross all other
consumer owned utilities as if the adjustment wereer made.

Green Exception

Before leaving the issue of High Water Marks, iappropriate to address the Green
Exception as part of BPA's New Large Single Loatidyo SUB has spoken at length
with BPA staff and others regarding this issue panticular, SUB would like to thank
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Tina Ko, Robert Anderson, and John Lebens. Itsuagested that SUB file formal
comments within this comment process.

This issue resurfaced recently due to SUB findingtbat BPA was ready to move
forward with signing contracts to provide long-teservice to qualifying loads that meet
the Green Exception criteria and that this seriddeeing extended beyond 2011 by
contract.

For background, BPA first introduced the Green pxica concept in its short-term
regional dialogue process for the 2007-2011 peri®dA proposed to allow green power
to be purchased in an amount that would lower alBe&l to below the New Large
Single Load threshold and the balance of the |182@I§MW) would be served at the PF
rate. In its February 4, 2005 Record of Decismmtie “Bonneville Power
Administration’s Policy For Power Supply Role Fasdal Years 2007-2011" BPA
introduced a new variation on the Green Exception

One commenter in the short term (2007-2011) procagasested that all industrial load
be eligible to participate in the green exceptiwot, just DSIs. This specific proposal was
not subject to any other input from other interégielicies. The dialog on this concept,
to SUB’s knowledge, was self-contained within theaF ROD and was between the
commenter and BPA. BPA agreed and expanded then@eception to include all
industrial customers that met qualifying criteriéas a result, regional exposure to the
green exception expanded from a handful of DSIsdlude a number of other loads.

On July 13, 2006, BPA released its Regional Diagogroposal for service for the post-
2011 period. Section III(E)(3) proposes a timeitlifor the Green Exceptidn

When SUB first spoke to BPA on this issue, SUB egped that SUB’s concerns
regarding the Green Exception policy were lesséinbe Green Exception was only for
the 2007-2011 period. BPA responded by sayingBRa was moving forward with
two and perhaps up to four contracts (~20 to 40aMMF) utilities that met BPA’s
criteria to qualify for the Green Exception andtttiese contracts extended PF service
beyond 2011. To SUB’s knowledge, none of thesastrées is a Direct Service
Industry.

BPA staff acknowledged that this would impact higgter marks for other utilities and
explained that the intention was to sign the casry early September. SUB stated
that because the comment period for the currenioRapDialogue policy for Post-2011
was approaching that the timing of the signingamftcacts was awkward and requested
that BPA withhold signing contracts. It is SUBsderstanding that as of October 31,
2006 BPA has not signed Green Exception contracts.

Subsequent discussions with BPA revealed that teertSException was first brought up
to address service to Port Townsend Paper (a DStorphed into an expansion to

2 Bonneville Power Administration’s Policy For Power BlypRole For Fiscal Years 2007-2011, starting at
page 56.
? Regional Dialogue Policy Proposal, July 13 2006, page 32
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other industries only within the context of BPA'saikion-making process (after close of
comments) on the basis of one comment in the $bortregional dialogue (despite
multiple requests by utilities that BPA should naidify the New Large Single Load
policy outside of its short term proposal witholgegparate formal comment process).
SUB made multiple inquiries into the process to enalire that the expansion of the
green exception to “industrial” loads rather th&$1” loads was not brought up during
the public process. BPA'’s response was that itveds

BPA has brought up the fact that there is histbpcacedent for the Green Exception as
there was an allowance in the 1981 Power Sales&uintBPA also acknowledged that
the 1981 contract allowed for an exception for veaiae facilities at the facility that
displaced load (not intended, for example, foraristerm, unshaped green purchase
delivered from ldaho to a Washington facility witbn-firm transmission).

Up to this point, SUB’s comments on this issueratning new. They have been shared
with BPA and there is a common understanding ohiktory of the Green Exception.
BPA has acknowledged that the Green Exceptiondmsdted in unintended
consequences.

In BPA'’s long-term Regional Dialogue Policy Propp&PA proposes to move forward
with signing contracts, but closing the window werdustries can participate in the
Green Exception.

SUB has following observations (that have alreaglyrbshared with BPA staff):

¢ The short-term (2007-2011) Regional Dialogue po$itates “the Policy reflects
BPA'’s decisions to guide the agency’s regional powarketing for FY 2007-
2011". Other short-term issues, such as servi@Sics were for the 2007-2011
period and future benefits (post 2011) were todselved in this Long Term
Regional Dialogue process. SUB is confused tha& BRor was) poised to sign
long-term contracts for access to PF beyond 20&&dan a short-term policy. It
is unclear to SUB why BPA assumed that the Grearegion extended beyond
the current contract period or what authority BRAed upon based on a public
process — other than an internally generated disogey authority. Executing
long-term Green Exception contracts would only egosundermine this public
process.

¢ Since BPA introduced the issue for the first time¢he February 2005 Record of
Decision for the short-term regional dialogue, #&kes it difficult to argue that
this was vetted through a public process.

¢ Under BPA’s proposal in the Long Term Regional Diale process, those
utilities that were poised to take advantage ofGneen Exception now appear to
be the only ones who can access it. A year aralffaindow is not a realistic
time-frame to allow region-wide participation oktksreen Exception —
particularly with utilities wanting to attract bugisses - and the opening and

Springfield Utility Board Comments on
BPA'’s Long Term Regional Dialogue Proposal Page Y6of



closing the opportunity so quickly results in thee@n Exception benefiting the
few rather than the many (counter to SUB’s undeditey of BPA’s mission
guided by BPA's organic statutes). Ultilities tiaduld otherwise have loads
exposed to market or the NR rate are now able tchaise renewables and qualify
for the green exception and reduce the overall peast through PF purchases to
serve an industrial load. The win for those uéiitand a few industrial customers
comes at the expense of other utilities.

After much deliberation on the issue, SUB propdeas BPA modify its Green
Exception policy such that the High Water Mark®tfer utilities are not impacted (as if
the Green Exception did not exist).

For example, BPA can move forward with signing cacts for the Green Exception, but
those contracts would not extend into the new ¢@04tl) contract period and the loads
of those industrial customers would not be inclustetthe determination of a utility’s
High Water Mark.

Utilities that serve customers of industrial lo#last take advantage of the Green
Exception may either:

1) Allow the industrial load to continue to receive pdwer under the
Green Exception and receive a decrement of thevalgumt amount of
energy in the Utility’s High Water Mark to servehet loads; or,

2) Not allow the industrial load to continue to reeeRF power under the
green exception and not receive a decrement tHlitjie Water Mark
to serve other loads.

This approach gives some short term relief to thidestrial customers that have gone
down the path of taking part of the Green Exceptigves those same end-users
adequate time to prepare for the future, and doesnpact other consumer-owned
utilities over the long term.

SUB took BPA's representation of the load and resebalance presented in the Long
Term Regional Dialogue proposal at “face value'otto be confused or complicated
with an obscure short term policy proposal, sucthasGreen Exception that would tip
the balance. SUB agrees with BPA’s statement‘®aimplexity is the enemy of other
goals. Complex solutions tend to have unforeseesaxjuences that reduce their
durability. They tend to sow the seeds of futlisagreement§” SUB has every
confidence in BPA that the Administrator will matkee appropriate decision on this
matter.

* Regional Dialogue Policy Proposal, July 13 2006, page 5
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No Special Adjustments to High Water Marks

Should BPA go down the path of pursuing specialstdjents for individual utilities

other than the issue of Centralia and Force Majiseussed above, in SUB’s view this
would be a departure from BPA'’s representatiorhefibtent behind its original proposal.
Arguments to raise an individual utilities’ high tsamark may appear reasonable on the
surface, but they would likely lead to an unreadtsmautcome. In this case, SUB would
be remiss if it did not raise the issue that it ldaalso seek a special adjustment to
increase its High Water Mark.

In SUB’s view, this would be unfortunate as it wdbnhean that the proposal had moved

into a “free for all” scramble for access to therloost FBS and a potential collapse of
the Regional Dialogue process.

Service to New Publics

General Policy For New Publics

BPA proposes to allow up to 300 aMW of new pultiad to be served with the lowest
cost (Tier I) resource (50 aMW per rate periodlJB3s concerned that this may place
new publics on a different playing field than exigtpublic utilities that have to meet
load growth with Tier Il resources.

For example, a service area in 2010 may have adba@aMW, but the load in 2016
may be 25aMW. EXxisting public utilities would hatleemeet the incremental load
(15aMW) with tier two resources while a new puhitdity formed to serve the same
load would have its entire load served at TieBUB is aware of successful and
unsuccessful attempts to create small public ieslithat have a relatively few number of
customers.

SUB recommends that BPA modify its policy regardsegvice to new publics to allow
new publics access to Tier | resources for theddhdt were in existence in 2010. Other
loads would have to be served by Tier Il resourddss would place existing and new
publics on a level playing field with regard to ess to Tier | power.

BPA touches on this issue lightly saying “The HWd & new public would be set at the
customer’s net requirement level in the year delgbegin, with the potential for a
slight reduction so that the new public’s load doeshave a greater percentage of its
eligible load served at lowest-cost rates tharatrezage existing public customer.”

® Regional Dialogue Policy Proposal, July 13, 2006 page 21
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The “potential” for a reduction in a high water k& not substantive policy. SUB
suggests that the policy on the HWM for new pubditzde: “The HWM for a new public
would be set at the customer’s net requirement levie year deliveries begin, with a
reduction such that the HWM is ultimately set & et requirement based on loads that
existed in 2010.”

High Water Mark If A New Public Is Formed From An E xisting Public

Regarding the formation of a new public customemfian existing public customer,
BPA proposes that the new public would receiveragrgage of the existing public
customer’'s HWM equal to its proportion of the exigtutility’s retail load.

SUB is concerned that once a HWM is set for antiexjpublic that new load growth
may occur in a geographic area outside of its iystervice. Conceptually, this load
growth would be met with Tier Il resources. If@wnpublic is formed within the
geographic area where load growth is occurringrandives a portion of the existing
utility’'s HWM, the remaining customers of the exist utility are harmed (particularly
those that existed in 2010). SUB suggests th&t &Rend this part of the proposal such
that the new utility only receives a HWM from thasting utility for that portion of load
that was in existence in 2010. The balance oh#tegequirement would be met through
the standard policy regarding service to new pslicidressed above).

Products Available To Publics

FBS Flexibility

A key component of a utility’s ability to integratesources is some assurance that it will
be able to access the flexibility of the low costieral Based System (FBS). For load
following customers, BPA proposes to provide loweest based rates for the energy and
capacity, but load following would be based on appaty cost pricing. Resulting
revenues would flow back to Tier | customers asféset to Tier | costs. While simple

on the surface, it raises questions when lookirtgeatong view.

Ideally, SUB would like its High Water Mark to cgwith it some pre-defined access to
the benefit of the shaping capability of the FERBJB is concerned that BPA'’s proposal
may result in the flexibility of the system beingedl to meet the needs of the first
generation resources being brought on line, whigglast generation resource may face
higher shaping costs. SUB would like some abititgonduct long-term resources
planning and not have to be concerned about itréShat the shaping benefits of the FBS
being jeopardized by resources decisions madehwy atilities.

For example, the Slice product has some advantamepared to load following products
with regards to resource integration. A utilitatipurchases Slice has some certainty
about the shape of its Tier | flexibility and cacaorporate that knowledge when
integrating other resources into its power portfoli
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A load following utility, under BPA'’s current propal, has no similar understanding of
its share of the access to the flexibility of the/Bsystem. SUB’s understanding of
BPA'’s proposal is that Load Following products aeated as a pool — with the load
following costs being determined by the shape efdverall load offset the shape of the
Load Following customers’ resources (High Water kdan aggregate and any Tier Il
resources, also in aggregate).

Load following costs are blind to individual resoeirdecisions. If one utility shaped a
Tier Il resource to have its net load (load legsTrer Il resource) more closely match the
energy shape and capacity capability of the Fedaséd System, while all other utilities
integrated flat Tier Il resources it may resulBRA'’s load following costs rising and
impacting the utility that integrated the shapezbrece.

SUB is concerned that with BPA dedicating someiporbf the FBS flexibility to

integrate intermittent resources that the firsbuese integrated will limit the ability to
integrate subsequent resources. BPA'’s construgtrasallt in utilities rushing to

purchase intermittent resources in the near téfhmose that do not may not be able to tap
into their share of the flexibility of the FBS badsen their proportionate share of Tier |
power based on their High Water Mark.

SUB requests that as part of the Record of Decitianthe Administrator adopt a policy
stating that the timing of an individual utility&cquisition of resources will not impact its
ability to access it share of the flexibility oktiFBS.

In addition, it is SUB’s understanding that BPA RovBervices (formerly the Power
Business Line) has a Memorandum of Agreement wiRA Bransmission Services
(formerly the Transmission Business Line) to all@dispatch of federal generation in
order to integrate resources. SUB supports rettisp federal generation in order to
integrate resources. However if this MOA continbegond 2011, BPA Power Services
has some advantage to integrate Tier Il resourmepared to utilities that wish to
procure Tier Il resources. This would place BPA ardividual public utilities on the
same playing field in terms of integrating Tierésources. At the Septembef"&thd

19" NWPPA conference that focused on Allocation, S\$Bea if BPA would consider
the transfer of redispatch capability to publictousers based on their High Water Mark.
It was suggested that SUB discuss this issue vatielP Services in the context of this
process.

SUB requests that if the Administrator continues phactice of redispatch to integrate
resources that redispatch benefits be given tagublities based on their High Water
Mark. SUB is not advocating ownership rights afispatch — only a transparent
mechanism to transfer redispatch benefits to pubiliities by contract. This allows
utilities the same or similar flexibility to intege resources and reduces the risk that a
utility that integrates a resource down the roadld/d®e impacted by other utilities’
resource decisions.

Springfield Utility Board Comments on
BPA'’s Long Term Regional Dialogue Proposal Pagefl160



To be clear, there are two interrelated issuesxidility of the system to follow load and
flexibility of the system to integrate resourcédtilities should have a clear
understanding of their access to those benefithtoduration of the post-2011 contract —
regardless of product selection.

The Slice Product

BPA proposes to limit the amount of the Slice piichffered to public utilities. SUB
agrees, but establishing a limit at this point rhaypremature. As a principle, utilities
should have real choice on their product selection.

Capping the amount of Slice during the Subscripgfimotess was a significant reason
why SUB did not pursue the Slice product. SUB w@scerned that a cap would
ultimately reduce the amount of Slice SUB couldghaise to the point where it could not
use its Slice/Block purchase to follow load. Ie fRegional Dialogue Proposal, BPA
states “BPA has examined how the Slice componentduoe reduced if there were an
over fiscal year subscription to the product and\RiPorated the allocation. The
assessment is that it would take a major custohi#rts the Slice product to
significantly alter the percentage of Slice in omsér portfolios.” BPA also states that
capping slice to 25 percent of the existing FedBesled System would add 160 MW to
Slice and “[t]his represents a modest increaseistamg with all parties’ perspective that
little, if any, new interest in Slice is expect&d’SUB’s observation is that the best way
to limit interest in any product is to implemenpsan products.

Capping Slice limits choice and limits on choicaqds BPA in a position of strength
(however unintentional) when conducting productgies SUB would prefer that BPA
be in a situation where it recognizes that custgrhare a real option to purchase the
Slice product when discussing the Partial Requirgsmproduct.

The bottom line is that SUB would prefer that acessful Load Following product be
the driver that limits the participation in the&iproduct.

The Load Following Product

At the NWPPA allocation conference held in Septempeu acknowledged that BPA
needs to be more focused on the Partial Requirenpeatuct and it needs more work.

SUB is pleased with the current approach outlirteti@October 24 Regional Dialogue
meeting regarding Load Following product desigriRABoroposed to move forward with
one Load Following product that would capture aetgrof business relationships rather
than multiple load following products (Full Servjdeartial Service, Complex, etc...).
Based on SUB'’s prior experience in working with BB product design, multiple
products often resulted in one being compared ¢bheen. Discussions often got bogged
down on the topic of relative impacts. By integrgtall load following business

® Regional Dialogue Policy Proposal, July 13 2006, page 40
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relationships under one Load Following produads B8UB’s hope that this approach will
generate more productive product discussions. u3gons on relative impacts likely
won’t be eliminated, but hopefully they will be texd.

BPA is off to a solid start. More work needs todome and SUB looks forward to
participating in future product discussions.

SUB does have some reservations about the philgdogiind BPA'’s approach. As
outlined above, BPA appears to be moving towarth#iacation-lite” business
relationship with its Load Following customers.gHiWater Marks focus on energy
costs related to Tier | service, but shaping atefiration are retained by BPA. SUB
requests that the Administrator structure the laéldwing product such that there is
more certainty about an individual utility’s accésghe all of the benefits of the federal
based system — not just benefits related to ernaugyhases.

Adding to SUB’s concerns is the relationship betwB®A'’s rate design and price
signals for long-term resource development. SUBeased that BPA is moving forward
with a public process to develop rate design ppiesi for future rate cases. Absent those
principles, BPA'’s price signals could change evatg case (as they have in prior rate
cases) — leading to frustration on behalf of cusien

Pooling

SUB agrees with BPA that High Water Marks shouldgéeon an individual basis. After
High Water Marks are established, BPA proposesHN#Ms cannot be pooled. Itis
SUB’s observation that under BPA's current prop&fRA is pooling HWMs for all

Load Following customers. SUB requests that theifzéstrator allow some degree of
pooling of High Water Marks among customers. SBBat suggesting that the annual
net requirement done to determine an individudityis access to High Water Marks be
pooled, but from an operational perspective withiyear its seems reasonable that some
degree of pooling could be allowed - particularlyem utilities have jointly entered into
purchases of the same Tier Il resource - since BBAlf, is pooling.

Conservation

SUB agrees with NRU’s comments regarding this issparticularly in the pre-2011
period.

Since customers will have the responsibility to trdead growth Post 2011, it is likely
that there will be robust conservation programsléchfrom utility money. While some
customers may advocate for a significant reduagiddPA conservation activities being
allocated to the cost of the Tier | product, SUBdwes that some level of conservation
activity offered by BPA is appropriate. This is fonumber of reasons including:

¢ Lack of clarity on BPA'’s ability to entirely remow®nservation funding from
Tier | costs due to BPA'’s statutory obligations.
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¢ Since, under BPA'’s proposal, BPA would forecasheaadividual utility’s
Tier 1l obligation, it makes sense that BPA wouldlude expected
conservation activities when calculating the lo@ ®f a utility’s net
requirement. If BPA’s internal conservation prograere eliminated
entirely, BPA would lose the institutional knowledgase necessary to apply
uniform guidelines to forecast the impact of comagon done by individual
utilities.

¢ BPA provides a backstop for conservation activities

Recognizing this, SUB believes it is appropriateB&A to continue to offer its
Conservation Rate Credit program (or somethinglamnin post-2011 period.

SUB has struggled to find any direct benefit relate BPA funding regional
conservation programs related to R&D and relateéidies. SUB requests that BPA
provide a clearer justification for future fundibging allocated to Tier | costs in those
areas. SUB is not saying that these activitie® mavvalue, but is raising this issue in the
context that a different funding mechanism may fygrepriate. SUB is concerned that
regional entities look to BPA because it is peredithat BPA has deep pockets — less
attention is focussed on the right funding mecharasd more is focussed on the fact
that BPA said “yes” when perhaps it should say “twofunding requests. SUB suggests
that if BPA wishes to continue to fund regionaleaxh and development for
conservation-related activities that it be at aimail expense and involve the input of
BPA customers on the where BPA could best deditatesources.

Finally, bilateral agreements in the future shaelguire a reduction in a utility’s High

Water Mark in an amount equal to the conservati@rgy savings achieved to avoid
Tier Il resource acquisition being paid for withkeT rates.

Renewables

BPA proposes to facilitate renewables through aifusnmechanism that is part of the
Tier | cost structure. BPA proposes that a net 6b$21 million per year be the target —
although this is a cap and funding may be lessgiven year.

SUB notes that this $21 million figure is a “nestdigure that is subject to assumptions
on revenues and expenses related to BPA'’s renesvablwity. SUB has frequently
observed staff inadvertently characterize this sstaost — like buying office equipment
or a vehicle. SUB requests that BPA continue twigedetailed information on its
revenues and costs — otherwise the $21 milliorréigsi fairly loose and may result in
years where the net cost is much higher due toehigbsts or lower revenues.

Lastly, while BPA is moving forward with a wind agration strategy, SUB is hopeful
that BPA'’s focus will not be limited to wind resaes. BPA should have a “Renewable
Integration Strategy” — rather than focus on aipaldr type of renewable. SUB is
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concerned that BPA’s focus on wind may tie up FESilbility to serve load and
integrate other renewables in the future.

Service to I0OUs

SUB supports NRU’s comments regarding benefit©id’s. SUB withheld any formal
comments regarding IOU benefits until the due dmteomments in the hopes that
settlement discussions would be fruitful. SUB dad want to distract settlement
discussions with premature comments.

Absent settlement, SUB requests that the Adminatiaclude demographic information
in the discussion of IOU benefits. It makes ligense, in SUB’s view, to provide rich
financial benefits for the residential and smalhfacustomers of IOU’s when those
customers have greater financial resources comparaastomers of consumer-owned
utilities.

For comparison, the median household income foingfield residents is $33,301 and
17.9% of the residents have incomes below the pplerel. Portland, Oregon, by
comparison has a median household income of $4@ad@.3.1% of the residents have
incomes below the poverty level. Overall, housdbah Oregon have median incomes
of $40,916 and 11.6% of households are at or béhevpoverty levél

Service to Direct Service Industries

SUB supports NRU’s comments regarding benefits$¢/$

If the Fallback Proposal is pursued, SUB would emage BPA to move the process
forward in a way that creates an incentive for B$® come to the table. As it stands
now, DSI's can stand on the sidelines of the disicusbetween public utilities and
investor owned utilities to achieve settlementth@recent past, BPA’s treatment of
DSls and IOUs has been to address each issue w#parad public utilities have been
“squeezed” by both sides.

SUB suggests that BPA merge the discussion of lieneflOUs and DSls.
Conceptually this would involve adding the propokaa! of financial benefits to the
DSls to some amount of IOU benefits as a startlaggomoving forward. In the end, this
pot of financial benefits could be entirely distribd to IOU customers, entirely to DSI
customers, or some other distribution. By esthbigs a fixed set of benefits prior to
continuing discussions, this would cap the totahficial exposure to consumer-owned
utilities. SUB suggests that this approach maynbee appealing to consumer-owned
utilities because past practice has been a “badskapproach — with consumer-owned
utilities faced with two unknowns (IOU benefits aD&l benefits). In the past, these
issues have been addressed in separate processés tiot coincide with one another.
BPA decides one set of benefits and then moves dretother.

" Source: US Census Bureau
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If BPA does not merge the discussion of benefiis fone pot”, SUB requests that BPA
at least keep the decision on the level of ben&fit®Us and DSIs within the same
Record of Decision. Piecemeal decision-makingh@sé two issues would only serve to
increase complexity and reduce simplicity of Pdi-Rpolicies.

Creditworthiness, Counterparty Risk, and Tier ||

SUB shares the concerns of other utilities that Bévks an appropriate firewall to
prevent Tier Il costs from slipping into Tier In BUB’s view, one key element is that
BPA adopt robust creditworthiness standards fotorners that wish to participate in
buying a Tier Il product. It would be unfortundibe BPA to sell Tier Il products only to
find purchasers in a position of not being ablpag or declaring bankruptcy and BPA
being left on the bottom of a long list of credg@eeking relief.

SUB requests that BPA engage the region on the isEGreditworthiness and
Counterparty Risk in the context of Tier Il prodotterings. This would include a
process where BPA would predetermine requiremenmtgdrticipating in Tier Il

purchases including the possibility of requirintides of credit or collateral. SUB would
strongly advocate that a utility’s Tier | High Watdark be reduced in the event that they
do not pay for their Tier Il obligations and thatsp-2011 contracts allow BPA this
remedy.

Waiver of Customer Rights

SUB agrees that a Long Term Regional Dialogue mabaould require waivers of
some of a BPA’s customers statutory rights in ofdethe Regional Dialogue proposal
to be durable. The number of and scope of theseevgashould be as limited as
possible.

Thank you again for all the work you and BPA stadf/e put into this process. Should
you have any questions, you may contact me at (b4433779.

Sincerely,

s/

Jeff Nelson
Director of Resource Management
Springfield Utility Board
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