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Racord of Decision
LTIAP Fornula Al location Amendments

Background

In May, 1988, the Bonneville Power Administration Vssued the Long=Term
Intertie Access Policy (LTIAP) governing electric power transfers over
federally-owned portions of the Pacific Morthwest - Pacific Southwest Intertie
{Intertie}. In addition to Tong-term Firm transactions, the LTIAP, in section
S(c), accommodated federal and nonfederal short-term sales through application
of three allocation methodalogies (Conditions 1, 2 and 3) which varied :
according to Morthwest water and emergy supply conditions (Formula
Allocation). Condition 1 applied when the federal hydro system was in spill
or there was a llkelihood of spill. Condition 2 applied when the federal
hydro system was not in or near spll] conditions and the declared energy
supply of BPA and Northwest Scheduling Ut11i1tles was sufficient to fully
utilize all available Intertie capacity. Condition 3 applied when spill or
threatened splll conditions did not prevail and the declared energy supply of
BPA and Morthwest Scheduling Utilities was insufficient to fully utilize
avaflable Intertie capacity. In Condition 3, remaining capacity was allocated
to extra-reglonal utilities.

The LTIAP, 1n section 5¢d}, also provided for an 18-month experiment
(Formula Allocation Experiment or FAE) to be conducted in Conditions 2 and 3.
Under the FAE, BPA allocated to itself its pro rata share of Intertie capacity
and subjected remaining capacity to competition among the nonfederal utilities
gligible in that condition, thereby forcing increased compeftition among
suppliers in each of those two conditions,

Based on data collected, BPA informed its customers in September, 1991
that the FAE had little Ympact on any of six concerns BPA had earlier 1isted
for assessment, escept that operational amd planning afficiency had been
serfously impaired for BPA, suppliers and purchasers. (Attachment 1), BPA
indicated its intent to develop alternative procedures while conforming to the
competitive intent of the experiment.

The FAE also facilitated recognition of significant reductions in the
occurrence of both Conditions 2 and 3. FAE data showed that, outside of
Condition 1 periods, the combined occurrence of Conditions 2 and 3 had
declined to 9.1% of the time. DOuring nearly 91% of non-Condition 1 perlods,
intertie capacity esxceeded requests for 1ts vse. As a result, no intertie
capacity allocation was performed and the marketing of energy occurred within
a fully competitive environmant for all suppliers (BPA, Northwest utilities,
gntraregional utilities). The decline continued after the FAE, with Condition
2 occurrfing only 1.4% of the non-Condition | periods through September, 1992,
These declines were largely attributed to a significant fncrease in transfer
capability of the Intertie. The declines are expected to continue with the
addition of another 1600 MW of transfer capabllity when the Third AC Intertie
project s completed in 1993.

On December 11, 1992, BPA issued far publlc review a Proposal to Amend
BPA's Long-Term Intertie Access Policy. (Attachment 2). Because of the



dramatic reductions in their occurrence, the agency proposed to eliminate
Conditions 2 and 3 and to formally replace them with a single condlition
labelled Open Market in which BPA, other Morthwest supplfiers and extrareglonal
suppliers would compete for Intertie capacity by arranging transactions with
Southwest purchasers. Mo substantive changes to Condition | were proposed.
Mording changes to effect the proposal, to recognize the termination of the
FAE, and to make various monsubstantive corrections were included for review
and comment. The proposal called for comments to be filed with BPA through
January 30, 1993,

Summary of Comments Received

Six written comments om the proposal were received. {Attachment 3}. The
California Energy Coemission (CEC) urged BPA to immediately adopt the proposed
amendments. The CEC, a long-time opponent of Conditions 2 and 3, stated that
Conditions & and 3 were unreasonable because they provided "fixed Intertie
allocations at times when there is no reasonable threat of spill in the
Northwest.® CEC at 1. CEC applauded BPA's proposal to create an Open Market
condition to subst!tute for Conditions 2 and 3 while maintaining pro rata
sharing of Intertie capacity during times of spill or 1ikelihood of spill. It
agreed that recent expansions of Intertie capacity minimized the occurrence of
Conditions 2 and 3 and Indicated that implementation of BPA"s proposal would
further legitimize electricity trade between Canada, the Morthwest and
California. The CEC's only two concerns were (1) the proposal did not address
the LTIAP's restrictions on Assured Delivery and (2) BPA could render the
proposals meaningless by liberally declaring a "likelihood of spill", thereby
triggering the strict allocation mechanism of Condition 1, when the 11kelihood
was actually remote.

Direct Service Industries, Inc. (DSIs) cautioned BPA that the low
Incidence of Conditions 2 and 3 may be a function of recent drought cond!tions
in the Morthwest. The DSIs suggested that BPA and other Morthwest suppliers
could be harmed by the elimination of Conditions 2 and 3 if more normal water
conditions return. Conseguently, they suggested that BPA "glve additional
thought as to whether it is in BPA's best interests” to Implement the proposal.

The Sacramento Municipal Utility District (SMUD} supported the proposal.
[t noted that an Cpen Market condition would “allow a higher utilization of
avallable Intertie capacity by both MNorthwest Scheduling Utilities and
Extra-Regional Utilities.®

The British Columbia Power Exchange Corporation {(POWEREX) also supported
the proposal. Stating its firm support for "open, market based, competitive
transmission access", it found the proposal to be "the first step in aligning
(BPA's] transmission access policy to the [1992 National Energy Policy Act].”
POWEREX alsc stated that the Energy Policy Act, the Canada/US Free Trade
Agreement and the Morth American Free Trade Agreement required BPA to move
beyond the proposal to a full open market. Consequently, BPA should begin an
assessment of the impact of eliminating Condition 1. It suggested that any
resulting cost to BPA and the region "could be reflected in the wheeling

Egargea"_ keeping BPA whole while providing open access benefits to the Hest
ast.
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The Montana Power Company (MPC) listed one concern. Though stating that
it has “mo quarre]l with providing access to extra regional utilities under
open market conditions", MPC 15 concerned that the proposal could be
Interpreted to increase extraregional access-to the Intertie in Condition 1.
MPC requested clarification of the proposal on this point.

The Southern California Edison Company (SCE) stated that it does not
oppose BPA's proposed amendment. SCE viewed the amendment as (1) promoting
competition in the inter-regional bulk power market; (2) eastly administered;
and (3} consistent with realistic operating conditions.

Issus Analysis

|. Whether the disappearance of Conditions 2 and 3 is a temporary phenocmenon
tied to the recent drought conditions.

The DSIs have suggested that the low percentage of time that Conditions 2
and 3 have been effective under the LTIAP during the last 3 years has been a
function of bad water years. There 1s little doubt that the drought has
dramatically reduced the amount of Morthwest energy avallable for export to
California. If Intertie capability had remained the same, there would be a
greater likelihood, when normal water conditions return, of sufficient
exportable energy supplies to load the Intertle and regularly trigger efither
Condition 2 or 3. But during the same time period, the transfer capability of
the Intertie has grown by 40%, with an additional 1600 MW scon to come on
ltne. In addition, demand for energy In the Northwest has increased, reducing
the supply of exportable econcmy energy. Mon-power constraints on the river
system resulting from efforts to protect the environment have also
stgnificantly affected when exportable energy i5 available and reduced the
generating capability necessary to produce 1t. BPA belleves that these
changes have all but eliminated the 1ikelihood of exportable energy supplies
sufficient to fully load the Intertie. Conseguently, shifts between Condition
1 and an open market version of Condition 3 would be the pattern even without
formal elimination of Conditions 2 and 3.

This conclusion is supported by the following information. Since July
1988, the cumulative morth-to-south AC and DC power flows have approached 100
percent of Intertie capabfility in only two of the four years. In each of
those two years, this occurred less than 1 percent of the time. Ouring this
period, power flows In excess of BO percent of Intertie capability were
sustainable less than & percent of the time under 1989-1990 water conditicons
which provided a volume runoff equal to 97.3 percent of the 50-year average
measured at The Dalles. The same was true less than & percent of the time in
1990=1991 which provided a volume runoff of 104.8 percent of the S0-year
average. Current projections show, ocptimistically, that May-June loadings
(including projected new firm federal and nonfederal tramsactions) could
approach %0 percent of capabi!ity during peak heavy load hour periods, but
this would rely heavily upon a lack of regional nonfirm energy markets and an
absence of non-power constraints.

If levels of energy avallability sufficient to trigger allocations in
Conditions 2 and 1 ever do occur again, they will be rare and temporary.




























































Direct Service Industries, Inc.
925 LLOYD CENTER TOWER 1 825 N.E. MULTNOMAH STREET 0 PORTLAND, OREGON 97232-2150 0 (503) 233-4445

( REPLY DIRECT: ALP (Comment)

c: RWH; JSR; P; AL; AR; EWS ' RESPONSE COPY TO AL-15
; RECEIVEqD BY E"A
_ January 26, 1993 ADI"'.":E:'\H:T;{?A‘;;;N'S
OFC-LCC + 93 opfs |
: . RECE: woi . !
Ms, Jo Ann C. Scott _ 1124/43
Public Involvement Manager S —
Bonneville Power Administration Due DAL .
P.O. Box 12999-ALP 2/12/93
Portland, Oregon 97212

CTIRP-O1- o0=
RE: Proposal to Amend BPA’s Long-term Intertie Access Policy

Dear Jo Ann:

The DSIs think it likely that BPA’s findings of the low percentage of time that
Conditions 2 and 3 have been effective under BPA’s Intertie Access Policy during the last
3 years have been significantly reduced by the drought conditions that have persisted in the
Pacific Northwest for the last several years. Thus, we are concerned that removing these
conditions from the LTIAP, substituting Open Market for Condition 3, may adversely impact
BPA’s (and other NW utilities) Intertie sales, particularly under more normal hydro
conditions.

There seems to be adequate reason to cease the formula allocation experiment. But
as you know, doing so does not require deleting Conditions 2 and 3 from the LTIAP. We
suggest that you give additional thought as to whether it is in BPA’s best interests to do so.

We appreciate the opportunity to provide you these comments.

Sincerely,

% & Com
John D. Carr

Executive Director

Attachment

D:\JOY\LTIAP



SACRAMENTO MUNICIPAL UTILITY DISTRICT O P. O. Box 15830, Sacramento CA 9568652-1830, (916) 452-3211

January 29, 1993 AN ELECTRIC SYSTEM SERVING THE HEART OF CALIFORNIA

: PC-044
Jo Ann C. Scott : :
Public Involvement Manager - CHAP-OL-O
BPA-ALP { RECEIVED BY BPA
P.O. Box 12999 | PUBLIC INVOLVEMENT
"Portland, OR 97212 1.L06 #:

| | : RECEIPT DATE:
Subject: Proposal to Amend BPA’s Long-Term Intertie Access Policy ? O/ / an /q 2
E AREA: DISTRICT

The Sacramento Municipal Utility District (SMUD) appreciates this oppormmfrée-—-—

provide input on Bonneville Power Administration’s (BPA) proposed amendment to the
Long-Term Access Policy (LTIAP).

SMUD supports BPA’s proposal for the elimination of Conditions 2 and 3, two
methods provided in the LTIAP for allocating transmission for federal and nonfederal short-
term sales, and replacing it with a Condition 4, labeled "Open Market." SMUD believes
that an "Open Market" condition appears to be a fully competitive mechanism which should
allow a higher utilization of the available Intertie capacity by both Northwest Scheduling
Utxlmes and Extra-Regional Ultilities.

Sincerely,

Linda Hensley \

vy

Manager, Power Contracts

DISTRICT HEADQUARTERS 0 6201 S Street, Sacramento CA 95817-1899




BRITISH COLUMBIA POWER EXCHANGE CORPORATION = St 2000 £66 Burnand Strect e Vancouver 130 o VGG 22X » (60 61 5«

29 January 1yvs

{ RECEIVED BY gPA
'{ PUBLIC INVOLVEMENT |
1068 (TP O -

Public Involvement Manager RECEIPT DATE:
Bonneville Power Administration i 01[20[43
P.O. Box 12999 - ALP ey TSTRICT
Portland, Oregon 97212 L >
Dear Sir: ‘

Proposal to Amend BPA's Long-term Intertie Access Policy

The British Columbia Power Exchange Corporation
(POWEREX) is encouraged by BPA's. proposal to amend its Long-term
Intertie Access Policy (LTIAP) and welcomes this opportunity to comment on
the proposal. POWEREX is involved in both the short term and long term
electricity trade market and relies on access through BPA's Intertie to reach
various customers.

POWEREX firmly advocates an open, market based, competitive
transmission access policy and believes that marketing of electricity should
occur within a fully competitive environment for all suppliers. The recently
passed 1992 National Energy Policy Act promotes open access transmission
and gives FERC the authority to mandate access through BPA at rates that
are just and reasonable and not unduly preferential. BPA will be taking the
first step in aligning its transmission access policy to the new legislation by
removing Conditions 2 and 3 from the LTIAP.

However, POWEREX believes that BPA should move to a full
"open market”, for transmission service, in order to meet the requirements,
spirit and intent of the 1992 National Energy Policy Act, the Canada/US Free
Trade Agreement and the North American Free Trade Agreement.

The Formula Allocation Experiment (FAE) clearly showed that
increased competition among suppliers did not have a detrimental effect on
BPA. In fact it showed that the requirements of Conditions 2 and 3 seriously
impaired operational and planning efficiency for BPA. We suggest that it
would be beneficial, at this time, for BPA to reassess the impact, if any, of
eliminating Condition 1 and compare that to the value to the industry of a
true open access. Any cost to BPA and the region from removing Condition 1
could be reflected in the wheeling charges. BPA would remain whole; the
West Coast meanwhile would reap the benefits that true open access brings.
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Bonneville Power Administration -2- 29 January 1993

We thank you for this opportunity to comment and look forward
to further participation in this important process. If you require any further
information or clarification of the comments please call Dr. Zak El-Ramly at

(604) 528-7830. v
Sincerely, g
\ N4

K. Epp
President and
Chief Executive Officer



E GENERAL OFFICES : 40 EAST BROADWAY, BUTTE, MONTANA 59701

» RECEIVED BY 3PA
MONTANA POWER COMPANY January 29, 1993 - PUBLIC INVOLYEMENT
106 #:TIRP-L -5
Bonneville Power Administration ' * RECEIPT DATE:

Public Involvement Manager

PO Box 12999-ALP - //301575

Portland, OR 97212 AREA:  DISTRICT

Re: LONG TERM INTERTIE ACCESS POLICY

Dear Public Involvement Manager:

We have examined Bonneville Power Administration’s proposal to amend BPA’s Long Term
Intertie Access Policy. We remain concerned that the Intertie is a valuable resource
vwhich must be preserved for the benefit of regional utilities. Fair and non-
discriminatory access to the Intertie is of vital interest to MPC.

We are comforted by the statement that BPA is not proposing to modify Condition 1 in
" any way. At the same time, we are concerned ‘that the proposed amended language in
Section 6B can be read as a modification of Condition 1. The proposed 6B states, in
part, "BPA may provide extra regional utilities with formula allocation under Condition
1, if the Utility agrees by contract either to increase participation in the Pacific
Northwest'’s Coordinated Planning and Operation, or to provide other consideration of

value, apart from the standard BPA wheeling rate, commensurate with the services
provided."”

Similar language exists under the present policy in Section 6B without reference to
Condition 1. I have visited with Doug Dawson for clarification on this point. Doug
indicates this reference to Condition 1 is an outgrowth of the amendment to the
original policy language and not an attempt to modify Condition 1. Nevertheless, we at

The Montana Power Company (MPC), find this language to be unclear and hereby request
clarification on this point.

Section 6 of the existing policy details the conditions under which access will be
granted to Qualified Extraregional Resources. It is important to MPC that those
conditions not be modified by this amendment. We have no quarrel with providing access
to extra regional utilities under open market conditions. Thank you for the opportunity
to comment on your proposed amendment to the LTIAP.

S1ncerely,

. obert L Miller
Executive Assistant,
Transmission & Power Management

0470RLM/mh

cc: Howard Van Noy
Erv Hedegaard
Bill Pascoe

TELEPHONE 406/723-5421 o FACSIMILE 406/496-5099



Southern California Edison Company

P. O. BOX 800
2244 WALNUT GROVE AVENUE

ROSEMEAD, CALIFORNIA 91770
GIL H. L. TAM TELEPHONE

POWER CONTRACTS MANAGER January 28’ 1 993 (818) 302-1771

CONTRACT DEVELOPMENT AND ADMINISTRATION FACSIMILE

(818) 302-1152

RECEIVED BY BPA
PUBLIC INVOLVEMENT
LG #: I AP-1-(z

Bonneville Power Administration

Public Involvement Manager : RECE!_PT DATE:

Post Office Box 12999-ALP Hz0[a3
Portland, Oregon 97212 AREA: DISTRICT
RE: BPA'sLong-Term Intg‘nig Access Policy ("L, TIAP™)

Gentlemen:

Edison appreciates the opportunity to comment on Bonneville Power
Administration's (BPA's) proposal to amend its LTIAP as attached to BPA's letter
of December 11, 1992. As we understand, BPA is proposing to eliminate
Conditions 2 and 3 from the LTIAP and replace them with a single Condition 4 to
be labeled "Open Market.” ‘

Edison has long encouraged BPA to modify the LTIAP to promote competition in
the inter-regional bulk power market in a manner which can be easily administered
and is consistent with realistic operating conditions. It appears that "Open '
Market" Condition 4, with the elimination of Conditions 2 and 3, should increase
access to BPA's transmission system for Northwest and Extra-Regional utilities.
Therefore, Edison does not oppose BPA's proposed amendment.

- Sincerely,

Gil H. L. Tam
Power Contracts Manager

GHLT/dot -
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(Attachment 4)
Formula Allocation Amendments

1. Subsections 4(d)(1)(A) and 4(d)(1)(B) are amended by deleting references
to-Condition 2. -~

2. Section 5, Formula Allocation, is amended as follows:

Section 5. Formula Allocation

(a) Limits On Intertie Capacity Available For Formula Allocation.
Generally, BPA will first determine Intertie Capacity available for
Formula Allocations after first taking into account the amount of Intertie
Capacity necessary to satisfy requirements of the Administrator's Power
Marketing Program and Assured Delivery contracts executed by BPA pursuant
to this policy. However, in determining Available Intertie Capacity
during Condition 1, BPA will not consider the Assured Delivery contracts
to the extent they are subject to operational mitigation requirements.

BPA may reduce any allocation, if additional Intertie Capacity is required
to minimize revenue losses associated with actions taken to protect fish
in the Columbia River drainage basin.

(b) Protected Area Decrements. BPA will reduce each Scheduling
Utility's Condition 1 allocation by any Protected Area decrement imposed
pursuant to section 7(d). BPA reserves the right on a case-by-case basis
to impose additional restrictions regarding facilities in Protected Areas.

(c) Allocation Methods.

(1) Condition 1 Condition 1 will be in effect when the
Federal hydro sysem is in spill or there is a likelihood of spill, as
determined by BPA. Available Intertie Capacity will be allocated pursuant
to the following procedure:

(i) Each hour, the maximum Condition 1 allocations for
BPA and each Scheduling Utility will be based on the ratio of their
respective declarations to total declarations, multiplied by the Available
Intertie Capacity.

(ii) During Condition 1, whenever BPA is unable to
utilize its full pro rata share of intertie usage, BPA will take larger
allocations on ensuing days until the difference in pro rata usage is
eliminated.

(2) Open Market When Condition 1 is not in effect, no
declarations will be submitted by BPA or any utility. Available Intertie
Capacity will be assigned to those transactions first able to be arranged
by BPA or utilities.



3. Subsection 6(b) is amended as follows:

(b) Formula Allocation. Under Open Market, energy from Qualified
Extraregional Resources has access to the Intertie. In addition, BPA may
provide.Extraregional Utilities with Formula Allocation under Condition 1
if the utility agrees by contract either to increase participation in the
Pacific Northwest's coordinated planning and operation or to provide other
consideration of value, apart from the standard BPA wheeling rate,
commensurate with the services provided.

4. Subsection 7(d) is amended as follows:

(d) Enforcement. If a Scheduling Utility or Nonscheduling Utility
owns, or acquires the output from, a hydroelectric project covered under
the restrictions of section 7(a), BPA will reduce that utility's Condition
1 allocation by either the nameplate rating of the project (in the case of
ownershiip) or the amount of capacity acquired by contract. BPA reserves
the right on a case-by-case basis to impose additional restrictions
regarding such hydroelectric projects.



