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On balance we believe this filing, combined with the west coast vision, represents a framework for a Northwest RTO that has the potential for net benefits to Pacific Northwest electricity consumers.  It also has the potential for meeting the test of no increased risk to taxpayers.  BPA should proceed cooperatively with its RTO West partners to make the next substantive filing.  There are, however, significant unresolved issues which could cause BPA to reconsider its support for RTO West.  Specific concerns of BPA’s and its public customers are GTA service, establishment of a scheduling coordinator, preservation of existing contract rights, and congestion management.

There are seven areas of concern that could alter our view on how to continue with the development of RTO West:

· Our cost-benefit analysis is immature and will also change as RTO West development occurs.  At this time it suggests modest net benefits.

· The congestion management proposal is complicated and untried although similar models are in operation.  Thus, the congestion management proposal needs further testing.

· The issue of increased risk due to tort liability as a result of RTO formation threatens the net benefits of the RTO.

· The credit worthiness of potential scheduling coordinators creates risk to RTO financial viability.

· The issue of which facilities will be included in RTO West creates a legitimate concern for approximately half of BPA’s customers who receive service across IOU transmission as to both price and quality of service they will receive with an operational RTO West.

· There is a strong need for the development of transmission in the Northwest to minimize congestion which is exacerbated by the formation of an RTO that uses market principles to relieve congestion and to allocate ancillary services.  RTO West could be seriously wounded if initiated under circumstances of significant transmission deficiency.

· There is concern that elimination of BPA’s control area responsibilities may result in new costs to BPA customers.

There are qualities of the RTO West filing that we believe are critical:

· Preservation of historical contract rights.

· Approval of billing agent provisions that ensure no default in the security for Energy Northwest bonds.

· Preservation of company rate.

· Transmission reservation fee—a charge for parties that currently do not have long-term contract rights (necessary to avoid cost shifts).

· Participation in RTO West does not create right for FERC to regulate BPA power business.

· Geographic scope is limited to the scope permitted by the filing parties.

While we intend to proceed without legislation, we also continue to believe legislation should ultimately be pursued that authorizes BPA to participate in an RTO and suspends the Administrator’s statutory responsibilities for the duration of BPA’s participation in the RTO.
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