



April 8, 2004

Mr. Steve Wright, Administrator

Bonneville Power Administration

P.O. Box 3621

Portland, Oregon 97208


Re:
Regional Transmission Proposal
Dear Steve:


Last week NRU’s Board of Directors met and discussed the regional transmission proposal developed recently by the Regional Representatives Group (RRG).  Allen Burns attended and participated in this portion of our meeting, but left prior to the Board’s deliberations.  I wanted to share with you the policy direction the Board provided to the staff.  

While NRU members are not unanimous in all views on all issues, they support further detailed development of the regional proposal.  It is the only viable alternative on the table at this time to address the long term interests of transmission dependent utilities.  We reserve the right, and fully intend to periodically assess whether the proposal remains viable in its various stages of design, but at this time we want to continue working with BPA within the framework developed to assure our interests are protected.


Briefly, NRU utilities recognize that the region has transmission problems to address, including lack of investment, long service queues, lack of available transmission capacity, reliability concerns, and service quality issues, among others.  We generally believe that the beginning state of the regional proposal addresses many of these problems in a thoughtful way.   The beginning state proposal appears responsive to long-standing regional concerns that any regional transmission organization be cost-effective and accountable to this region’s interests, not FERC’s.  We are aware that there are many details yet to be worked out regarding this proposal.   Our continued active participation is contingent on the proposal’s successful detailed development, including a demonstration of net benefits not only the region, but transmission dependent utilities specifically.  All that said, the NRU Board has instructed us to stay involved with the RRG and address these issues within the limits of our available resources.  We will simultaneously pursue other business matters of concern to our members with BPA on a bi-lateral basis as needed.


I want to highlight two concerns that NRU members expressed in our meeting.  NRU utilities tend to be small utilities and often are situated off BPA’s main grid and served by general transfer agreements, or equivalents.  These utilities were unanimous in their concerns about the quality of service they receive from the transfer service arrangements and also adamant that GTA costs continue to be paid for on a rolled-in basis.  We will therefore continue to press for successful resolution of these issues both as part of the regional proposal, and more importantly in other forums that are now occurring.  Separate meetings have recently been held between Allen Burns and other BPA staff with public power representatives regarding GTA issues. The focus here is to ensure that these customers receive comparable service to main grid network customers on a rolled in basis over the long term.  I urge your staff as a first priority to work with us to bring these GTA issues to a successful conclusion in the form of a binding and mutually agreeable business relationship that our members can rely upon.  This is more important to many of our members than the broader issues associated with an RTO.    


NRU’s members are aware that some in the region have expressed concerns about the regional proposal on the basis of the last stage of the proposal, the targeted end state, which could look like a traditional FERC-style RTO.  We share the concerns expressed by many in the region (such as the PPC) regarding a FERC-style RTO and would vigorously oppose such an outcome.  However, we believe that the governance provisions of the proposal, if properly developed, will provide this region substantial control over whether and how fast the region will reach the end state, if at all.  An important mechanism of regional control is the fact that the proposal would allow BPA to withdraw from the independent entity as needed.  This element gives us the opportunity to work directly with BPA as necessary in the future to protect mutual interests.  Therefore, we do not share the view that including an advanced end state in the regional proposal is in itself a reason to oppose it.


Finally, I want to stress the importance of continuing the region’s focus on solving regional problems, not FERC’s problems.  In the months ahead it will be critical that BPA and public power work closely together so that we may garner a common understanding of the merits of moving ahead as a region compared to BPA operating transmission much as it has in the past.  Public power needs to see Allen Burns and his staff on a more regular basis.  I urge BPA to continue to work with us towards successful resolution of these issues in a manner that achieves as much consensus as practical among BPA’s customer groups.


Please feel free to call me if you have any questions.







Very truly yours,







John D. Saven







Chief Executive Officer

cc:
NRU Membership


Public Power Council


PNGC Power
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