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Mr. Steve Johnson

Executive Director

Washington Public Utility Districts Association

1411 Fourth Ave., Suite 810

Seattle, WA  98101

Dear Steve,

Thank you for your letter dated February 26, outlining your Association’s position on Northwest transmission restructuring.

As you know, the Regional Proposal is the result of a lengthy process that began nearly a year ago with an inquiry by the Regional Representatives Group (RRG) into the problems the Northwest transmission system faces.  The RRG is comprised of a talented group of individuals who represent all of the key stakeholders in the region.  Their effort was in direct response to a number of criticisms of the Regional Transmission Organization (RTO) West Stage 2 proposal.   The RRG consensus view was that any RTO proposal should be designed to respond to Northwest issues, not the views of those outside the region.  As a result, the RRG produced a list of transmission issues and opportunities the Northwest needs to address.  

During these discussions, many regional parties expressed concerns about the current transmission problems that inhibit the efficient and reliable operation of the region’s transmission system.  Bonneville Power Administration (BPA) shares these concerns but realizes that problems identified by certain parties may not be considered problems to others.  In looking to the system as a whole, BPA believes there are core reliability, efficiency, and infrastructure problems and opportunities that most parties agree could potentially be addressed by an entity that is independent of market interests, provides services from an overall system perspective and acts as a central repository for much needed information.  For this reason, BPA is choosing to stay engaged in the RRG process to further develop the concept of an Independent Entity (IE). 

The concept of an IE shows promise for enabling a more reliable and efficient system operation without triggering many of the competitive concerns that currently create obstacles for the region.  An IE could effectively address the reliability coordination requirements of the North American Electric Reliability Council (NERC) and could allow more access to the transmission system.  For example, the inability of multiple system operators to manage the system on an integrated big-picture basis causes reliability problems resulting from fragmented operations and mismatches in scheduled and actual flows, inefficient generation patterns, and ineffective means of managing congestion.  Access to the system is hampered by underutilized capacity, pancaked rates, and the lack of adequacy and infrastructure standards.   We believe these concerns are shared by the majority of stakeholders in the region and believe the Regional Proposal may offer a fundamental and long-term solution.  

The Regional Proposal being further developed by active participants of the RRG holds promise as an improvement over the RTO West Stage 2 filing in that it is not an all or nothing approach and allows for the region to gain experience and reach points of readiness before deciding to move to the next stage.  The proposal is not a forced march to Stage 2 but allows for logical evolutionary steps for addressing issues with the ability to stay in a stage until such time as the region feels further evolution is beneficial and cost effective.  We believe this evolutionary process must be regionally accountable at every step and BPA will ensure it has a viable exit strategy if it appears the entity is not acting in the best interest of the region.  

BPA believes the successful implementation of the proposal’s beginning state has significant potential to improve the efficiency and reliability of the regional grid, help get needed infrastructure built and provide a better functioning market with less volatility and disruption.  We believe the beginning state may provide net benefits to the region.  However, BPA has not yet made a decision that this is the case or to support implementation of the beginning state.  Similarly, if BPA does eventually support implementation of the beginning state, that does not mean it has decided the advanced target state should also be implemented.  Implementation of the beginning state can and must be separated from a decision to implement the advanced target state.  BPA sees the advanced target state as a reality only if and when the region decides it is the right thing to do.  

The concern about the IE quickly evolving into a full-blown RTO with all the costs and risks associated with the Stage 2 proposal needs to be minimized by ensuring a properly constructed set of bylaws is crafted to adequately address this concern.  For example, the RRG proposal clearly states that the region has diverse views about shifting from the current “contract-path” method of allocating transmission capacity to a market-based system with financial transmission rights.  The shift to financial rights would invoke the Special Issues list process outlined in the proposal, making this transition subject to heightened procedural and voting requirements.  The proposal also envisions that the IE Board could transition to the financial transmission rights methodology only after determining it is feasible and makes sense for the region, including that the necessary markets are in place and functioning well before making the transition.  We expect that these and other similar criteria the Board must consider in making significant policy decisions will be included in the bylaws.      

The Association’s concerns about the effectiveness of “stakeholder” control can also be addressed in a properly constructed set of bylaws that require the Board to engage in deliberation and consultation with regional stakeholders and governmental/regulatory representatives of states, tribes, and provinces.  Because it takes such a high degree of support from a broad spectrum of regional interests (24 out of the 30 members of the Trustee Selection Committee (TSC)) for an individual to become a member of the Board, the idea that sitting Board members would then act in a manner inconsistent with the regional interests is highly unlikely.  It would not be in the best interest of any Board member to take lightly significant opposing viewpoints, particularly a remand from the TSC, since it has the on-going power to remove Board members with whom it is dissatisfied.  

BPA believes the Regional Proposal’s beginning state has significant potential, but the details of the proposal still need to be worked out before it takes a final form as a workable approach for the region. I urge you to work with us to further develop this proposal for an IE that is free of market interests, but not unaccountable or unresponsive to the region’s needs, and provides benefits that are not available today.  Engagement in this process means a good faith effort to design the beginning state, develop the bylaws, and draft a Transmission Operating Agreement, and then decide whether to move forward.  The best assurance we can give the region for a properly constructed proposal is to give it the proper care and attention and actively develop its key elements that will provide benefits to the region as a whole.  

Sincerely,

Stephen J. Wright

Administrator & Chief Executive Officer

cc:  

Senator Patty Murray

Senator Maria Cantwell

Congressman Jay Inslee

Congressman Richard R. Larsen

Congressman Brian Baird

Congressman Doc Hastings

Congressman George R. Nethercutt, Jr.

Congressman Norman D. Dicks

Congressman Jim McDermott

Congresswoman Jennifer Dunn

Congressman Adam Smith
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