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Agenda: July 8, 1-3pm

Presenter(s)

Est’d Time

Welcome

Michelle Lichtenfels, Program Manager,
Provider of Choice

1-1:05pm

Slice/Block Product Design

Sarah Burczak, Policy Lead, Provider of
Choice

1:05pm — 2:55pm

Wrap Up

Michelle Lichtenfels, Program Manager,
Provider of Choice

2:55pm — 3pm




Bonneville: Provide open and inclusive
opportunities for discussion and
feedback.

Participants: Provide feedback and
share perspectives during workshops.

All: Respect one another and assume
good intentions. Bring a constructive
mentality. Be solution-oriented. ldentify
“parking lot” items for distracting or off-
topic issues.
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 Share final Slice/Block
features.

* Respond to feedback
regarding features shared at
June 24 workshop.

* |dentify next steps for product
features and contract drafting.
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Opening Remarks

Kim Thompson
Vice President of Northwest
Requirements Marketing
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SllceIBIock Finalized Features

Feature  [Must Figure Out

Product The product will provide a planned annual amount of power to meet net
H: 1yl eld @l requirements load.

The block portion will provide a flat annual or flat monthly block. The slice portion
will include a sale of firm requirements power and an advanced sale of surplus.
The slice portion of the Slice/Block product will be a system sale and not a sale of
operational rights, resources or resource capability.

Planning A utility selecting the Slice/Block product is the Load Responsible Entity for their
0]o]I[-E-1i[J1 -3 Total Retail Load, inclusive of all planning obligations. The Slice/Block product
contributes towards those planning obligations. The Slice/Block product provides a
planned annual amount based on forecasted net requirements load. Bonneville
ensures availability of the planned annual amounts and Bonneville will plan to
WRAP requirements to meet those load amounts.
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Flnallzed Fea}‘l'ures (Co‘nt’d)

Feature  |Must Figure Out

VCIS Cl M EETITf Bonneville has not identified any product constraints to date based on
Adequacy implementation of WRAP (e.g., daily holdback implementation).
Program (WRAP)

Slice Right to Slice/Block customers would leverage the SCA and their balance of system
Power (RTP) amount to determine their maximum Slice RTP. The Slice RTP amounts are
determination based off a modeled system and may not reflect actual operations or all
constraints on the federal system.

Fixed System Under a fixed system, the resources cost allocated to the PF Tier 1 rate
could change rate period to rate period. The rate period cost allocation
would apply to the resources attributed to the Slice RTP calculation.



Flnallzed Fea}lSUreS"/ C?\t’d)

Feature Wust Figure Ou

SN S ) eV K EVZl Customers will determine their Slice RTP on a day-ahead time horizon.
ahead market Those 24-hourly values will be communicated to Bonneville ahead of the
submittal day-ahead market run.

SN L T MU Customer-elected Slice RTP in the day-ahead remains the hourly value
time going into the real-time market.

={[eTed @elela il s NI1 M The block portion of the product will be defined during the annual net
CEVEELEE NG El Gl requirements process and block amounts will be set for the year. Bonneville
CEVEELEELET [« Bl Will ensure availability of the block portion in the day-ahead and real-time

real time) time frames.
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Surplus Value Bonneville will provide the MWs elected by a Slice/Block customer as

(MW or $) requested. Customers will be responsible for figuring out surplus value
whether the MWs are serving load, non-federal resources are dispatched to
get market benefits, or if completing other trades to derive value.

The Slice/Block customer and Bonneville will settle based on the Slice RTP
amount communicated by the customer, whether Bonneville was dispatched
to serve the full RTP amount or if the market dispatched other sources to
fulfill the RTP. This should be agnostic, as generation would clear at the
same price. The block portion would settle on whatever construct is designed
for standalone Block and Load Following.

Slice/Block Slice/Block will be set at 50% Slice and 50% Block.
Percentage 11
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Flnallzed Fea}‘l‘ures (Co‘nt’d)

ST N 0de144] o101 -1 Staff’s initial assessment is that the current application could be upgraded to
NoJol Il 11l J M ES]89: V) enable the features envisioned for the Provider of Choice Slice/Block
product. Staff estimate it could take up to three to four years to scope and
implement changes.

(oo Yo I ELVCER: LI M Bonneville meets the debt service costs of about $4.5 billion in tax-exempt
Bonds bonds. If a non-governmental entity, such as an electric cooperative, is
considered to have direct use of Columbia Generating Station (CGS),
Bonneville would not be able to preserve the tax-exempt status of the bonds.
The Slice/Block product is considered to be a direct use of CGS. New IRS
rules would limit a non-governmental entity to no more than 0.5% of a slice
portion before remediation would be required.

12
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 Bonneville received feedback on the Slice/Block
product design shared June 24.

* General feedback requested additional time to
discuss the features Bonneville proposed to
consider final at the end of June. Specific feedback

related to three features:

1. Day-ahead scheduling.
2. Financial Settlements.
3. Slice Computer Application.

PROVIDERorCHOICE [PYo> - SRR
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Feédback.\ Day-ahead Scheduling

Feedback: A day-ahead product without a day-ahead market does not
work.

Response:

* Bonneuville signaled its intent to move the product to day-ahead in the
fall of 2023 and confirmed the decision in April 2024.

« Bonneville cannot offer two contracts or a contract with two sets of
terms.

* In addition to not developing two contracts, Bonneville could not offer
two products if a customer were to not join a day-ahead market and
want to retain election of real-time access.

PROVIDER o CHOICE [P0 1- R P
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Feedback.\ Financial Settlements

Feedback: Product as described does not adequately convey value from the day-
ahead market to the customers. There was a request to explore MWh returns as
part of the settlements approach described.

Response:

e Customer will receive market value of RTP amount, making MWh returns
redundant to amounts already settled.

 Bonneville did not update the settlements approach.

* Bonneville may be open to re-visiting the approach in the future after contract
execution, and if Bonneville decides to join a market. Bonneville will not make a
commitment in the contract to re-visit nor will it guarantee a shift in approach.

STt 2088 15



Feedback Flnanmal Settlements (cont.)

Response (cont.):

* Bonneville cannot commit to anything beyond the settlements approach as
outlined, especially prior to joining a day-ahead market.

— Alternative settlement approaches may not be viable across multiple day-ahead
markets, and it is possible Bonneville may have customers in different markets;
Bonneville must understand future market footprints to determine a uniform settlement
approach.

— The approach as outlined may carry some complexity to implement as scoping of
settlements work has not commenced.

« Bonneville cannot offer a “MWh return” on the settlements approach as outlined.
— Customers would be served the MWs elected and benefit from market prices.
Customers could elect to shape their elections over a month in a way significantly

different from Bonneville’s own participation and would be simply accounting for their
own RTP.

PROVIDERorCHOICE [PYo> - R



Feedback Slice Computer Application

Feedback: The SCA development timeline seems long for the limited changes and
given customers generally like the SCA.

Response:

 Bonneville included a conservative estimate for the time that would be required
to scope and implement an updated SCA.

 Slice staff are working with IT staff to start formally scoping upgrades for the
SCA. Considerations will include if any features need a major overhaul given
the age of the application as well as any cyber security changes that may be
required.

« Updated scope and timeline for the SCA may be available later this summer.

STt 2038 17
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Next Steps * -¢

* Bonneville staff have started working on a work
plan of vetting remaining product design features
and contract drafting work plan.

* An updated workshop schedule, or associated
work plan, is not yet available at this time but will

be part of a future Slice/Block workshop.

PROVIDERorCHOICE [PYo> - R LS



Next Steps: Product Features

WRAP Determine any contract requirements around how WRAP requirements will
be communicated from planning through to operational timeframe.

Slice RTP If the way Slice RTP is calculated shifts from Regional Dialogue, there may
determination be additional discussion into the fall.

Fixed System Detail how Bonneville would determine on a rate period basis the
constraints feeding Slice Computer Application (SCA).

Slice RTP in Specific details like scheduling mechanisms would need to be determined
Market (DA) and may need to be considered flexible to be durable for contract length.

=]l1 A1 El CIOl Determine if any special treatment in contract language from standalone
(DA/RT) Block treatment is required.

PROVIDERorCHOICE [PYo> - R
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Next Steps: Product Features (Cont’d)

Foature Wust Figuro Out

Surplus Value If value is derived from market settlements, there may be further
(MW or $) conversations to determine whether those are best handled in a future 7(i)
proceeding or documented elsewhere.

If there are unique settlements identified, there will be ongoing discussions
of how to capture those in contracts or elsewhere.
Slice/Block Determine what happens if Slice/Block % amounts need to be adjusted
Percentage based on updated loads from annual net requirements process.
Scope changes to the SCA and what is required to implement.

(ofeTe o IV OVERET Il Determine approach to remediation for Provider of Choice contracts and
Bonds provide details of how that would be administered.

PROVIDER of GHOICE 2382T8
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Determine whether the minimum threshold to offer Slice/Block based on re-
design is still 15%.

Determine whether there needs to be a maximum threshold to Slice/Block
participation based on re-design.

Determine how the RSO test would be calculated in a day-ahead market
Slice Output construct. Discuss any improvements sought by customers in determining
(RSO) Test new RSO test.

Scheduling Scheduling requirements will need to evolve to be adaptable to future
Requirements markets and not hard coded into contracts. Discussions on how to
document in contracts will need to start this summer but may not be
resolved immediately.

W R CL TG ERIEY [f there are changes to product features or how Bonneville calculates the
Transparency RSO test that necessitate changes to the net requirements transparency
Process process, determine what those changes are.

Discussion of Slice True-up if there is a need to evolve. 21

Maximum
Threshold
Requirements

Feature
Minimum
Threshold
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« Staff estimates that Slice/Block contract provisions would
come to workshops starting in October 2024.

* Bonneville anticipates that Exhibit M (SCA) will likely be
carried forward close to as-is for Provider of Choice.

* Major changes expected to the Slice/Block contract
include:
— New scheduling time frames.

— Financial settlements. Plan to work with customers to develop a

principle for contracts; contracts will not include settlement
procedures.

— Slice/Block percentage and net requirements implementation.

PROVIDERorCHOICE P> D



Thank you.

Find Us:

Email: post2028@bpa.gov
Web: Provider of Choice - Bonneville Power
Administration (bpa.gov)



mailto:post2028@bpa.gov
https://www.bpa.gov/energy-and-services/power/provider-of-choice
https://www.bpa.gov/energy-and-services/power/provider-of-choice
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June Features

Product Framework Define how product serves 5(b) load obligations and what are the inherent features.

Planning Obligations Define what planning obligations Bonneville takes on for power delivered by Slice/Block product and what
planning obligations the customer takes on. Given Bonneville has joined the binding WRAP, specify how

this would look under WRAP.
WRAP Identify any constraints on Slice/Block product around WRAP implementation (daily holdback calculation).
Slice Right to Power (RTP) Identify how Slice RTP is calculated from planning horizon to day-ahead.

determination

Fixed System Establish how Slice would be determined under a fixed system conceptually.

Slice RTP at day-ahead Identify how a customer would submit their Slice RTP into a day-ahead market considering all market
scenarios.

Slice RTP in real time |dentify if there are any gaps in real-time market based on constraining product to day-ahead and identify

mitigation if necessary.

Block portion (DA and RT) Identify how Block would work in a market.

Surplus Value (MW or $) Identify how advanced sale of surplus value is recognized in a day-ahead market.

Settlement |dentify if there are any unique financial settlements for the Slice/block product that need to be
documented in the contract.

Slice/Block Percentage Assume that Slice/Block will be set at 50% Slice and 50% Block.

SCA Assess whether product changes could be implemented through the SCA or not. Consideration of both
short-term implementation and long-term administration to be weighed.

Cooperatives and Bonds |dentify risk of losing tax-exempt status on bonds if a certain threshold of cooperatives opt to take the

Slice/Block product.




Features (cont )

Bonneville will consider these features final after June. This is to allow
additional features to evolve from the foundational design and to start contract
drafting.

Note all features must be compatible with the following scenarios:
1. Bonneville does not join a market.

2. Bonneville does not join a market but has customers in one or both day-
ahead markets (Markets+ and EDAM).

3. Bonneville joins Markets+ and has customers in EDAM or no market.
4. Bonneville joins EDAM but has customers in Markets+ or no market.

S Lt 2088 26



Slice/Block would be a planned product (providing a planned annual amount
of power) that offers customers flexibility in how they manage their loads and
resources, including autonomy in marketing, and comes with the benefits and
risks associated with the capabilities of the federal system.

Block portion of this product will provide a planned amount of flat firm power
to serve a portion of a customer’s net requirements. Customers will be able to
elect either a flat annual or flat within-month block shape.

Slice portion offers a federal system sale of power that includes 1) firm
requirements power, and 2) an advance sale of surplus power. A customer
purchasing the Slice/Block product agrees to take power associated with the
slice portion in the shape of the actual, approximated or simulated output of the
predefined set of resources and accepts that Bonneville will not shape it to
meet their actual loads, capacity or reserve needs.

*Excerpts from Section 3.4 of the Provider of Choice Policy (Policy). 2028 27
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Net Requirements:and Slice/Block Percentage

 Bonneville completes annual net requirements
transparency process ahead of the upcoming fiscal year
(detalls discussed in June 12 workshop).

* Bonneville would set the Slice/Block percentage at this
time. Bonneville will limit the Slice percentage to 50%.

* For example, the process calculates that the customer’s
energy net requirements is 150 aMW. The customer’s
Slice/Block percentage split would be:

— Block portion = 75 aMW
— Slice portion* =75 aMW or 1.05%

*Slice portion percentage is an estimate based on FY 2024 Slice/Block. 2028 28
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Bonneville stated in the Policy that it would not be responsible for the

p
-

anning obligations for any utility that elected a planned product.
owever, the Policy also stated that Bonneuville will outline what

planning obligations the agency will be responsible for each product

iIncluding what will be covered for the planned annual power delivered
under planned products.

Bonneville has also clarified that Western Resource Adequacy
Program (WRAP) is one of its planning obligations based on its
decision to join the binding program.

— WRAP’s Planning Reserve Margin is not considered a net requirements

obligation. It is a planning obligation.

PROVIDERorCHOICE [P SR



 Forthe WRAP Forward Showing, the customer gets to count:

— Slice portion: the customer’s Slice percentage determines the
percentage of the system QCC they could count towards their own
WRAP compliance. The system QCC Slice/Block customers would be
able to count would be limited to the resources attributed to serve
power at a PF Tier 1 rate.

— Block portion: the customer receives the flat capacity equal to the
energy delivery amount. For Slice/Block product, the block portion is
shaped to net requirements load in flat monthly amounts.

« To date, Bonneville has not identified any product constraints
required for WRAP implementation (daily holdback calculation).

PROVIDER of GHOICE 23%8 30



Each rate period BPA will:

1. Calculate total expected CHWM load (or power available at a PF Tier 1 rate)

— Subsequent CHWM adjustments: Determine if any customer is eligible for an additional
CHWM and adjust those that qualify.

— Net Requirements Load: Calculation will determine if customers have load up to their
CHWM or if their expected load is less than their CHWM. For Slice/Block customers,
this calculation would determine their slice percentage and their block portion.

— The total amount of power available at a PF Tier 1 rate will not exceed 7,250 aMW
absent subsequent CHWM adjustments, which then will be capped at 7,250 aMW plus
subsequent adjustment amounts.

2. Determine what set of resources will be considered in the cost allocation to
the PF Tier 1 cost pools.

— This determination will set the resources that feed into the Slice Computer Application
(SCA) through the hydro modelling or Balance of System (BOS) calculation.

PROVIDER of GHOICE 23%8 31
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SI[ce RTP Determlnatlon

» Slice/Block customers would leverage the SCA and

their BOS amount to determine their maximum Slice
RTP.

* |If a customer does not take their full hourly RTP,
they forfeit the MWs they did not elect to take
(similar to Regional Dialogue).

* The Slice RTP amounts are based off a modeled
system and may not reflect actual operations or all
constraints on the federal system.

PROVIDERorCHOICE [P DY



Slice RTP in'SCA. ¢
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For the SCA, BPA would include the six projects currently
modeled in the SCA in the resources cost-allocated to PF Tier 1

rates in every rate period.

— The six resources modeled in the SCA are: Ground Coulee, Chief Joe,
McNary, John Day, The Dalles, and Bonneuville.

BPA, through the SCA, would model the constraints and
available output of the hydro projects to the customers.
Customers would elect how to manage their water within the
given constraints.

Under a fixed system: The SCA modeling would not look
different from Regional Dialogue SCA.

STt 2088 33
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sm;e RTP i in BOS Calculation

* The resources that would be included in the BOS
calculation could change from rate period to rate period
based on the amount of power available at a PF Tier 1
rate and what resources are determined to be cost-
allocated to the PF Tier 1 cost pool.

 BPA would convey the amount of MWs available to a
customer based on the BOS calculation.

* Under a fixed system, the BOS calculation output
communicated to customers would look similar to today.

Sl 2028 34
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Slice RTP Electlon at'Day-ahead

« Assumes that a Slice/Block customer will be a market
participant.

— Market participant is an entity that is directly participating in the
market, usually by virtue of having load and/or generation in the
market footprint or by otherwise participating and receiving
settlements from the Market Operator in the market (e.g. virtual
bidding).

« Slice/Block customers as market participants will determine
their own MOO and their resource offer based on their non-

federal resources.

— Bonneville has yet to determine how planned products would be
modeled or communicated in a day-ahead market.

PROVIDER of GHOICE 23%8 35
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S"CG RTP In Real-tlme

» Customer-elected Slice RTP in the day-ahead remains
the hourly value going into the real-time market.

 If Bonneville resources’ capability shifts significantly into
real-time, Bonneville will adjust DA bid curves and the
market will solve for changes in real-time.

 If Slice/Block (or standalone Block) customer load or
resources change in real time relative to their DA RTP
submission, the customer can adjust their non-federal
resource participation, or the market will adjust other
factors to address changes.

S Lt 2088 36
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. 71
Block Portlon In DA and RT

* Monthly flat block amounts would be established
during the annual net requirements process.

* Bonneville will ensure delivery of the flat annual
block amounts in both the day-ahead and real-
time time frames.

STt 2038 37
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Bonneville will deliver the MWs elected by a
Slice/Block customer as requested.

— This is the approach that Slice/Block has enabled since its
conception.

Customers will be responsible for figuring out

surplus value whether the MWs are serving load,

non-federal resources are dispatched to get market

benefits, or if completing other trades to derive
value.

PROVIDER of GHOICE 23%8 38
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Settlements

The discussion of financial settlements only applies if BPA joins a day-ahead
market and the Slice/Block customer is in the same market.

— If BPA joins a day-ahead market, BPA would need to do a further evaluation if it could
leverage a market mechanism to facilitate settlements or whether settlements would be

between BPA and the customer.
If BPA does not join a day-ahead market, BPA assumes it would convey power
to customers based on day-ahead Slice RTP, and customers would determine
where those MWs are being used.

If a Slice/Block customer is in another market from BPA, the current assumption
Is that the BPA would schedule that power to the BA the customer is located in.
Depending on market rules, that may be a self-schedule to the intertie or there
may be some ability to optimize; however, working assumption is that energy
would be scheduled directly to customer.

PROVIDERorCHOICE [P DR
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Seftlements Approach

* The Slice/Block customer and BPA would settle based on
the Slice RTP amount communicated by the customer.
"his would be regardless if BPA was dispatched to serve
all its load obligations or if the market determined another
source met some of the MOQ. This should be agnostic
as generation would clear at the same price.

* Block (including block portion of Slice/Block product) and
Load Following would be settled on whatever construct is
determined for that cost pool, which is to be determined.

Sl 2038 40



Settlements Example

Non-
federal
Resources
(0 to 50
MW)

Customer
\Y[e]e]
(100 MW)

Block
Resource

Contract
(35 MW)

Slice/Block
Customer

Bid Range
_ (0 to 4,000
Slice MW)
(2,000 MW)
and Block
(2,000 MW)
contract
resource
amounts

BPA MOO
(Load
Following +
Other

Obligations
equal to
6,000 MW)

Bonneville

In this example, a Slice/Block customer has a MOO of
100 MW that it plans to bid into the market.
The customer’s resource offer would include:

« Bid range for their non-federal resources.

« Communication to market about their contract
resource amounts for slice and block and would
point to BPA’'s resource offer to serve them.
Customer would communicate planned Slice
Right to Power (RTP) to BPA ahead of day-
ahead market run.

BPA's MOO it bids into the market is 6,000 MW based
on its Load Following and other obligations. BPA also
knows it has contracted for 4,000 MW to planned
product customers.

BPA's resource offer would look holistically at its
obligations. BPA would determine the most economic
must run/self schedule/min bid as well as best bid
range to optimize on behalf of all load and resource
contracts within system constraints.

Regardless of how Bonneville is dispatched, it would
settle with Slice Block customers on the 35 MW. 41
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| A,
Sllce Computer Application

* Bonneville has done an initial assessment of the scope of
changes that would be required to make the foundational
features fit in the Slice Computer Application.

« Staff’s initial assessment is that the current application
could be upgraded to enable the features envisioned for
the Provider of Choice Slice/Block product.

« Staff estimates that upgrades could take three to four
years.

PROVIDER o CHOICE 1071 R
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Bonneville meets the debt service costs of about $4.5 billion in tax-
exempt bonds for Energy Northwest’s Project 1, Project 3, and
Columbia Generating Station (CGS).

If a non-governmental entity, such as an electric cooperative, is
considered to have direct use of CGS, BPA would not be able to
preserve the tax-exempt status of the bonds.

The Slice/Block product is considered to be a direct use of CGS as
the slice portion of the product assumes a percentage of CGS is
being used to serve load directly to customer.

Under Regional Dialogue, any non-governmental entity was limited
to 2.8% CHWM otherwise BPA would need to remediate a
percentage of bonds to no longer be tax exempt.
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Bo‘nds What has changed since 20087?

« Approximately $1.5 billion worth of bonds are subject to a

1% (0.5%) de minimis threshold based on changes to
IRS rules.

— This would translate to a non-governmental entity being limited
to 0.5% Slice to avoid remediation.

* The remaining bonds are still subject to 3%.

 |f the bonds lose their tax-exempt status, they would
need to be remediated immediately. The remediation
would need to start at contract signing (FY 20206).

Sl 2028 44



Is there any feature that concerns
you or needs further discussion?
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