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July 8, 2002

The Honorable Sonny Callahan The Honorable Peter Visclosky

Chairman Ranking Minority Member

House Appropriations Committee’s House Appropriations Committee’s
Subcommittee on Energy & Water Subcommittee on Energy & Water
Development Development

2362 Rayburn House Office Building 2362 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Callahan and Ranking Member Visclosky:

On behalf of public power customers in the Pacific Northwest who receive electric power from
the Bonneville Power Administration (BPA), the American Public Power Association (APPA)
requests that your subcommittee authorize an increase of $1.3 billion in borrowing authority for
BPA in the FY 2003 Energy and Water Development appropriations bill.

Municipally owned systems and public utility districts that are served by BPA are concerned
about the possibility of a shortage of both generation and transmission capacity in this section of
the country.

The Pacific Northwest is facing a potential shortage of both electricity generation and
transmission capacity. As the owner and operator of about 75 percent of the region’s high
voltage transmission, BPA needs to address these shortages, including construction projects to
reinforce the grid, integrate new generation and make federal hydroelectric generation more
efficient. These actions will require significant new capital investment, which will exceed BPA’s
current borrowing authority limit by as early as Fiscal Year 2004. If BPA is to help both the
region and the West as a whole avoid the recurrence of the past year’s power crisis, the agency
requires an immediate increase in its statutory limit of $3.75 billion in Treasury borrowing
authority.

As the past year’s events have made clear, a combination of changes brought about by wholesale
electricity restructuring and load growth throughout the West have increased the use of the
transmission system while keeping new investment in the system down. Bonneville had
responded by using all the efficiencies, technical upgrades and additions available to carry more
electricity through its system. These efficiencies are now in place and the transmission system is
operating at or near capacity. With the margin in the system near or at its limit, Bonneville is
becoming more concerned with reliability and increased risk of system failure.
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In addition, more than 20,000 megawatts of new generation have been proposed in the Northwest,
with about 3,000 megawatts already coming online. Bonneville has used all available techniques
short of line construction to upgrade the existing transmission system. The grid must be
reinforced through new construction to maintain current reliability, to meet new load growth, and
to carry the new generation from plant to point of use.

It is also important to note that the proposed regional transmission organization (RTO West) is
not expected to begin operation until FY 2004 at the earliest. Meanwhile, construction of a new
transmission project takes 3 to 5 years to complete. In any case, under the RTO West proposal
the individual transmission system owners such as BPA will continue to be responsible for
financing capital construction within their systems. Moreover, for both economic and federal
ownership reasons, BPA cannot rely on third party financing as a sure source for investment
funding.

This is a matter of vital importance not only to the Pacific Northwest, but also to the entire
Western U.S., since BPA’s transmission system is essential to the proper functioning of Western
electricity markets. APPA requests that you approve a $1.3 billion increase in the FY 2003 bill.

Sincerely,

s W M A et —

Alan H. Richardson
President and CEO

AHR/CE/go

cc: Mike Sharp, Senior Legislative Assistant, The Honorable Sonny Callahan
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The Honorable Harry Reid
Chairman

Senate Appropriations Committee’s
Subcommiittee on Energy & Water

2301 M Strest, N.W.
Washington, D.C. 20037
202-467-2900; fax: 202-467-2910

www.APPAnet.org

The Honorable Pete Domenici
Ranking Minority Member

Senate Appropriations Committee’s
Subcommittee on Energy & Water

Development Development
129 Dirksen Senate Office Building 129 Dirksen Senate Office Building
Washington, DC 20510 Washington, DC 20510

Dear Chairman Reid and Ranking Member Domenici:

On behalf of public power customers in the Pacific Northwest who receive electric power from
the Bonneville Power Administration (BPA), the American Public Power Association (APPA)
requests that your subcommittee authorize an increase of $1.3 billion in borrowing authority for
BPA in the FY 2003 Energy and Water Development appropriations bill.

Municipally owned systems and public utility districts that are served by BPA are concerned
about the possibility of a shortage of both generation and transmission capacity in this section of
the country.

The Pacific Northwest is facing a potential shortage of both electricity generation and
transmission capacity. As the owner and operator of about 75 percent of the region’s high
voltage transmission, BPA needs to address these shortages, including construction projects to
reinforce the grid, integrate new generation and make federal hydroelectric generation more
efficient. These actions will require significant new capital investment, which will exceed BPA’s
current borrowing authority limit by as early as Fiscal Year 2004. If BPA is to help both the
region and the West as a whole avoid the recurrence of the past year’s power crisis, the agency
requires an immediate increase in its statutory limit of $3.75 billion in Treasury borrowing
authority.

As the past year’s events have made clear, a combination of changes brought about by wholesale
electricity restructuring and load growth throughout the West have increased the use of the
transmission system while keeping new investment in the system down. Bonneville had
responded by using all the efficiencies, technical upgrades and additions available to carry more
electricity through its system. These efficiencies are now in place and the transmission system is
operating at or near capacity. With the margin in the system near or at its limit, Bonneville is
becoming more concerned with reliability and increased risk of system failure.
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In addition, more than 20,000 megawatts of new generation have been proposed in the Northwest,
with about 3,000 megawatts already coming online. Bonneville has used all available techniques
short of line construction to upgrade the existing transmission system. The grid must be
reinforced through new construction to maintain current reliability, to meet new load growth, and
to carry the new generation from plant to point of use. ‘

It is also important to note that the proposed regional transmission organization (RTO West) is
not expected to begin operation until FY 2004 at the earliest. Meanwhile, construction of a new
transmission project takes 3 to 5 years to complete. In any case, under the RTO West proposal
the individual transmission system owners such as BPA will continue to be responsible for
financing capital construction within their systems. Moreover, for both economic and federal
ownership reasons, BPA cannot rely on third party financing as a sure source for investment
funding.

This is a matter of vital importance not only to the Pacific Northwest, but also to the entire

Western U.S., since BPA’s transmission system is essential to the proper functioning of Western
electricity markets. APPA requests that you approve a $1.3 billion increase in the FY 2003 bill.

Sincerely,

Iy

Alan H. Richardson
President and CEO

AHR/CE/go
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L
From: Majkut, Paul S - LC-7
Sent: Tuesday, December 10, 2002 6:03 PM
To: Jacobson, Carol L - LC-7; Mautner, Paul F - LC-7
Subject: FW: another one

————— Original Message-----

From: Roach, Randy A - L-7

Sent: Tuesday, December 10, 2002 6:01 PM
To: Majkut, Paul § - LC-7

Subject: another one

please see earlier messages

————— Original Message-----

From: Stier, Jeffrey K - KN-DC

Sent: Thursday, August 01, 2002 6:47 AM

To: Majkut, Paul § - LC-7; Roach, Randy A - L-7
Cc: Cohen, Ashley - KN-DC

Subject: FW: amendment attached

http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=107
_cong_bills&docid=f:s2784pcs.txt.pdf
Here's the bill link and here's the amendment I insisted upon to Murray/Wyden staff.

————— Original Message-----

From: Stier, Jeffrey K - KN-DC

Sent: Thursday, August 01, 2002 9:43 aM

To: 'Doug_Clapp@murray.senate.gov'; Joshua_Sheinkman@wyden.senate.gov
Subject: RE: amendment attached

Here's what the amendment should say:
In the Senate of the United States -107th Cong., 2d Sess.

5. 2784

Making appropriations for energy and water development for the fiscal year ending
September 30, 2003, and for other purposes.

Referred to the Committee on
and ordered to be printed

Ordered to lie on the table and be printed

Amendment intended to be proposed by Mrs. Murray
Viz:

On page 28, between lines 15 and 16, insert the following:

'For the purposes of providing funds to assist in financing the construction, acquisition,
and replacement of the transmission system of the Bonneville Power Administration and to
implement the Administrator’s authority pursuant to the Pacific Northwest Electric Power
Planning and Conservation Act (16 U.S.C. 839 et seq.) an additional $1,300,000,000 in
borrowing authority is made available, under the Federal Columbia River Transmission
System Act (16 U.S.C. 838 et. seq.) to remain outstanding at any given time; Provided,
that the Bonneville Power Administration shall not use more than $531,000,000 of its

1
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permanent borrowing authority in fiscal year 2003."

Please ask Leg. Counsel to review for format purposes only. What they have drafted
creates significant problems for us and in any case only provides a $50 million increase
in our borrowing authority.

If need be I can put something in the same format that Leg. Counsel used, but I would hope
they would draft the amendment the way its author requests.

————— Original Message-----

From: Doug_Clapp@murray.senate.gov [mailto:Doug Clapp@murray.senate.gov)
Sent: Tuesday, July 30, 2002 5:43 PM

To: Joshua_Sheinkman@wyden.senate.gov; jkstier@bpa.gov

Sabject: Fwd:amendment attached

Fellas~
Here is the amendment as drafted by leg counsel. It seems very different from

winat I sent up.



Maikut, Paul S - LE-?

From: Seifert, Roger - KN-DC

Sent: Friday, July 26, 2002 8:25 AM

To: ‘Palmer, William'

Subject: FW: Wyden BPA Borrowing Authority Amendment
Importance: High

Wyden Borrowing
Amendment.htm

Per your fast request Bill, her is a copy of the Senate passed Wyden BPA borrowing authority
amendment. This amendment was to H.R. 4 with the engrossed amendments of the Senate.



_Majkut, Paul 8 -LC-7

From: Roach, Randy A-~T-7
Sent: Tuesday, Decd 002 5:54 PM
To: Majkut, Paul § - T€=

Subject: another item to review

Adobe Acrobat PDF

Please see my last message. What about this?

————— Original Message-----

From: Stier, Jeffrey K - KN-DC

Sent: Wednesday, guly 31, 2002 8:15 aM

To: Bennett, Barry - LT-7; Majkut, Paul S - LC-7; Roach, Randy A - L-7
Cc: Seifert, Roger - KN-DC

Subject: FW: amendment attached

I don't know why Senate Leg. Counsel has to do its own thing. Tell me what this needs,
please. Thanks.

————— Original Message----—-

From: Doug Clapp@murray.senate.gov [mailto:Doug_Clapp@murray.senate.gov]
Sent: Tuesday, July 30, 2002 5:43 PM

To: Joshua_Sheinkman@wyden.senate.gov; jkstier@bpa.gov

Subject: Fwd:amendment attached

Fellas-
Here is the amendment as drafted by leg counsel. It seems very different from

what T sent up.



OA\WEI\WEI02.072 SL.C

AMENDMENT NO. Calendar No.

Purpose: To increase the borrowing authority of the Bonne-
ville Power Administration.

IN THE SENATE OF THE UNITED STATES—107th Cong., 2d Sess.

S.2784

Making appropriations for energy and water development
for the fiscal year ending September 30, 2003, and
for other purposes.

Referred to the Committee on
and ordered to be printed

Ordered to lie on the table and to be printed

AMENDMENT intended to be proposed by Mrs. MURRAY

Viz:

Junak

On page 36, between lines 5 and 6, insert the fol-
lowing:
SEC. 3___. BONNEVILLE POWER ADMINISTRATION BOR-
ROWING AUTHORITY.
(a) INCREASE IN BORROWING AUTHORITY.—Section
13 of the Federal Columbia River Transmission System

Act (16 U.S.C. 838k) is amended—
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S.L.C.
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(1) by striking the section heading and all that

follows through “(a) The Administrator” and insert-
ing the following:
“SEC. 13. REVENUE BONDS.,

“(a) ISSUANCE AND SALE.—

“(1) IN GENERAL.—The Administrator”; and
(2) in subsection (a)—

(A) by striking ‘“The aggregate principal
amount” and all that follows through “after
October 1, 1981”" and inserting the following:

“(2) AGGREGATE PRINCIPLE AMOUNT OF

BONDS.—

“(A) IN GENERAL.—The aggregate prin-
ciple amount of any bonds issued and out-
standing under paragraph (1) at any 1 time
shall not exceed $2,550,000,000.

“(B) SPECIAL AMOUNT.—In addition to
the amount under subparagraph (A), the Ad-
miﬁistra,tor may issue and sell, and have out-
standing at any 1 time, bonds in the aggregate
principal amount of $1,250,000,000”; and

(B) by striking “The funds” and inserting
the following:

“(3) NOT STATE OR LOCAL FUNDS.—The

funds”’.



OA\WEI\WEI02.072 S.L.C.
3

1 (b) LiMITATION.—During fiscal year 2003, the Ad-
2 ministrator of the Bonneville Power Administration may
3 issue and sell bonds in the amount of not more than

4 $531,000,000.



Majkut, Paul S - LC-7

From: Roach, Randy A - L-7

Sent: Tuesday, December 10, 2002 6:01 PM
To: Majkut, Paul S - LC-7

Subject: another one

please see earlier messages

----- Original Message-----—

From: Stier, Jeffrey K - KN-DC

Sent: Thursday, August 01, 2002 6:47 AM

To: Majkut, Paul 8§ - LC-7; Roach, Randy A - L-7
Cc: Cohen, Ashley - KN-DC

Subject: FW: amendment attached

http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=107
_cong_bills&docid=f:s2784pcs. txt.pdf

Here's the bill link and here's the amendment I insisted upon to Murray/Wyden staff.

----- Original Message-----
From: Stier, Jeffrey K - KN-DC
Sent: Thursday, August 01, 2002 9:43 AM

To: 'Qggg:Clapp@murray.senate.gov'; Joshua_Sheinkman@wyden.senate.gov
Subject: KE: amendmént attached

Here's what the amendment should say:
In the Senate of the United States -107th Cong., 2d Sess.
S. 2784

Making appropriations for energy and water development for the fiscal year ending
September 30, 2003, and for other purposes.

Referred to the Committee on
and ordered to be printed

Ordered to lie on the table and be printed

Amendment intended to be proposed by Mrs. Murray
vViz:

On page 28, between lines 15 and 16, insert the following:

*For the purposes of providing funds to assist in financing the construction, acquisition,
and replacement of the transmission system of the Bonneville Power Administration and to
implement the Administrator’s authority pursuant to the Pacific Northwest Electric Power
Planning and Conservation Act (16 U.S.C. 839 et seq.) an additional $1,300,000,000 in
borrowing authority is made available, under the Federal Columbia River Transmission
System Act {16 U.S.C. 838 et. seg.) to remain outstanding at any given time; Provided,
that the Bonneville Power Administration shall not use more than $531,000,000 of its
permanent borrowing authority in fiscal year 2003."

Please ask Leg. Counsel to review for format purposes only. What they have drafted
creates significant problems for us and in any case only provides a $50 million increase
in our borrowing authority.

If need be I can put something in the same format that Leg. Counsel used, but I would hope
they would draft the amendment the way its author requests.



————— Original Message-----

From: Doug_Clapp@murray.senate.gov [mailto:Doug_Clapp@murray.senate.gov]
Sent: Tuesday, July 30, 2002 5:43 PM

To: Joshua_Sheinkman@wyden.senate.gov; jkstier@bpa.gov

Subject: Fwd:amendment attached

Fellas-
Here is the amendment as drafted by leg counsel. It seems very different from

what I sent up.
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From:
Sent:
To:
Cce:

Subject:

Seifert, Roger - KN-DC

Friday, July 26, 2002 8:20 AM

‘Paimer, William'

Stier, Jeffrey K - KN-DC; Curtis, Jim - DF-2; Hawken, Mary - DFF-2; Roach, Randy A - L-7;
Majkut, Paul S - LC-7

Wyden BPA Borrowing Authority Amendment

Attached is an electronic copy of the technical fixes to the Senate Legislative Council drafted Wyden Amendment that we
suggested at the time the bill was being considered. As | have indicated several previous times we were trying to keep our
Treasury borrowing relationship (to Treasury and not direct to market) as it has historically been. As | have also indicated
previously, | have also had several conversations with Paula Farrell to assure her we wanted to do that, but were not
successful. Since you asked for the Senate passed Wyden Amendment, Jeff and | wanted you to have these needed

changes to avoid changing our relationship with Treasury and how our borrowing interest rates are determined.
B

3orrowing Authority
Increase.d...



SA 3230. Mr. WYDEN submitted an amendment intended to be proposed to
amendment SA 2917 proposed by Mr. DASCHLE (for himself and Mr.
BINGAMAN) to the bill (8. 517) to authorize funding the Department of
Energy to enhance its mission areas through technology transfer and
partnerships for fiscal years 2002 through 2006, and for other purposes;
which was ordered to lie on the table; as follows:

On page 62, between lines 3 and 4, insert the following:
SEC. 2__. BONNEVILLE POWER ADMINISTRATION BONDS.

Section 13 of the Federal Columbia River Transmission System Act (16 U.S.C.
838k) is amended--

(1) by striking the section heading and all that follows through (a) The
Administrator” and inserting the following:

“SEC. 13. BONNEVILLE POWER ADMINISTRATION BONDS.
“*(a) BONDS.--

(1) IN GENERAL.--The Administrator"; and

(2) by adding at the end the following:

**(2) ADDITIONAL BORROWING AUTHORITY .--In addition to the
borrowing authority of the Administrator authorized under paragraph (1) or any
other provision of law, an additional $1,300,000,000 is made available, as
provided in this section, to remain outstanding at any +-one time--

“*(A) to provide funds to assist in financing the construction, acquisition, and
replacement of the transmission system of the Bonneville Power Administration;
and

(B) to implement the authorities of the Administrator under the Pacific
Northwest Electric Power Planning and Conservation Act (16 U.S.C. 839 et
seq.).".



Steven L. Kline 700 11th Strest NW, Suite 250

,\:I:%e P;;ecsident " Washington, DC 20001
ta
Rogulatory Relaions 202838300
Internet: steven kline@pge-corp.com
June 25, 2001
The Honorable Spencer Abraham INFO ONLY: Kip Moxness-TM/Ditt2
Secretary of Energy ce: A-7, D-7, KN/Wash, L-7, P-6, T/Ditt2,
1000 Independence Ave. DF-2, Scott Wilson-PT-5
Washington, DC 20585-0001 ?
Dear Secretary Abraham:

1 am writing today to express PG&E Corporation’s support for efforts by the Bonneville Power
Administration (BPA) to improve its ability to deliver power in the West, Specifically, we would like to
endorse BPA’s request for additional federal borrowing authority to finance transmission construction.

As you know, significant progress has been made toward returning to supply/demand balance in the West.
PG&E Corporation’s National Energy Group is contributing to this effort. Currently, we have more than
4,000 megawatts in construction or development in the region, and we continue to look at potential sites.
We also are upgrading our natural gas pipeline infrastructure to help ensure the new plants are fueled.

As new generating projects begin to come on line, the situation in the West undoubtcdly will improve from
both 2 supply and price stability perspective. But to get that power to market, we must improve the region’s
aging transmission systems. And we must begin that effort now so that the transmission capacity is ready
when the generating capacity becomes available.

BPA operates one of the most important transmission systems in the West, Because of the broad ‘
interconnectedness of the Western System Coordinating Council grid, the ability of BPA to deliver power
from Northwest facilities impacls reliability throughout the region. That said, we are very concerned that
BPA’s transmission system is not prepared to accommodate the new generating facilities now in
development or construction in the Northwest,

‘We understand BPA is seeking to extend its federal borrowing authority so that it has financial means to
make critically needed transmission upgrades. We support this effort as an important component of the
overall effort to solve the West’s energy problems. We also strongly urge BPA to begin immediately
planning for transmission upgrades in the most critical corridors. Priority should be given to transmission
serving areas where advance plant construction and development are underway. We are concerned that
projects ready for construction cannot get a commitment from BPA to provide transmission service
coincident with the completion of construction.

As always, Mr. Secretary, we greatly appreciate your attention to the issues in the West and your
commitment to working with the region to address the many challenges facing us.

Please don't hesitate to call me at any time if I can be of assistance to you.

Sincerely,

cc! Mr. Steven Wright/
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GARY LOCKE
Governot
STATE OF WASHINGYON

OFFICE OF THE GOVERNOR

P.O. Box 40002 + Olympia, Washinglon 98503-0002 = (360) 753-6780 » TYY/TDD (360) 753-6466
July 6, 2001

The Honorable Spencer Abraham
Secretary of Energy )
United States Department of Energy
James Forrestal Building

1000 Independence Avenue S.W.
Washington, D.C. 20585

Dear Secretary Abraham:

I am writing to express my strong support for the Bonneville Power Administration’s
(BPA’s) request to increase its borrowing authority from the U.S. Treasury.

BPA cstimates that it will need approximately $2 billion in additional authority to help
finance new capital investment for transmission, generation and conservation. Because
BPA is such an integral part of both the gencration and the transmission system in the
Pacific Northwest, it is critical that BPA have sufficient borrowing authority to ensure
that these infrastructure improvements are made in a timely manner.

BPA’s transmission system accounts for about 75 percent of the high voltage
transmission in the Pacific Northwest. It is now at or near capacity. Additional
transmission capacity is needed to allow for the integration of the new generation being
proposed for the Northwest. BPA needs to make increased capital investments soon to
handle this new generation and preserve the reliability of the current transmission system.

In addition, the Federal Columbia River Power System contributes about 40 percent of
the region’s firm energy. Many of these hydroelectric facilities are more than 40 years
old and need updates and improvements to maximize their efficiency. With increased
investment in these facilities it will be possible to increase generation capability by as
much as 300 average megawatts. The investments in system efficiencies surely will
return more than the cost of capital.

For these reasons, I urge you to support BPA’s request within the Administration and
before Congress. Thank you for your attention to this matter,

@ &iew Q

TOTAL P.B2
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July 12, 2001

A D, KN, DF.L P T

Chairman Robert C. Byrd

Senate Committee on Appropriations
311 Senate Hart Office Building
Washington, DC 20510

Dear Chairman Byrd:

I am writing to express Puget Sound Energy, Inc.’s. for increasing the bérrotving
authority oftha Bonneville Power Administration (BPA) to facilitate the constructién of
additional electric transmission facilities. This finding is critically important to improve
the capacity and reliability of BPA’s transmission aystem for the benaﬁt of consumers
throughout the Pacific Northwest.

I am pleased that BPA has recently agreed to form a,rcvicw committee so that its
transmission customers can be assured that transmission improvements are economically
justified and priotitized so as to provide the most cost-cffective and reliable service for
the region. Puget Sound Energy will gladly participate in the important work to be
undertaken by this review committee. It would be appropriate for langnage supporting
the formation of this committee 1o be included in your Committee report.

If you or your staff have any questions about Puget Sound Energy’s support for
additional BPA borrowing authority, please contact Bill Gaines, Puget Sound Energy’s
Vice President, Energy Supply at (425) 462-3145.

Sincerely,

Gttt im _

William S. Weaver
President and Chief Executive Officer

cc:  Secretary Spencer Abraham
Senator Patty Murray
Stephen Wright — Acting Administrator, BPA

Puge) Sound Energy = PO. Box 80608 ~  Bollovue, WA S8008-0868 » (208) 454-6363
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ALAN RICHARDSON 825 N.E. Multnomah, Suite 2000
Chairman Portland, Oregon 97232-4116
(503) 813-6765

:CEIVED BY BPA
MINISTRATOR'S

#@PACIFICORP CUOGKOLDR, |

: ATE:
July 11, 2001 CEIPTD

The Honorable Robert C. Byrd
Chairman, Committee on Appropriations .
United States Senate D

Washington, D.C. 20510 » KN, DF, L, P, T

Dear Senator Byrd:

PacifiCorp supports an increase in borrowing authority for the Bonneville Power Administration
(BPA) as part of H.R. 2311, the Fiscal Year 2002 Encrgy and Water Appropriations that may be
considered by your Committee July 12, 2001.

PacifiCorp is an investor-owned utility serving 1.5 million retail electric consumers in six
western states.

By permitting Bonneville to make additional investments in its transmission network, this
increase in borrowing authority would represent a critical step toward needed improvements in
the capacity and reliability of BPA's transmission system. Such investments need to be made for
the benefit of all electric consumers throughout the Pacific Northwest and, indirectly, the entire
west.

Bonneville has agreed to form a technical review committee with its transmission customers to
help assure that transmission improvements are prioritized to provide the most cost-effective and
reliable service for the region. We respectfully request the Report accompanying the
Committee’s action on H.R. 2311 reflect positively on the formation of this committee.

Thank you for your consideration of our request.

Cc: The Honorable Ted Stevens
The Honorable Harry Reid

The Honorable Pet V. Domenici
The Honorable Patty Murray
The Honorable Larry E. Craig
Steve Wright, BPA

PACIFIC POWER  UTAH POWER
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July 11, 2001
Chairman Robert C. Byrd
Senate Committee on Appropriations
311 Senate Hart Office Building
Washington, DC 20510

Dear Chairman Byrd:

On behalf of Avista Corporation, Idaho Power Company, Montana Power Company,
PacifiCorp, Portland General Electric, and Puget Sound Energy, Inc., I am writing to
voice our strong support for increasing the borrowing authority of the Bonneville Power
Administration (BPA) as part of the Energy and Water Appropriations bill that will be
considered by your Committee tomorrow. We believe that this is a critical step toward
improving the capacity and reliability of BPA's transmission system, for the benefit of
consumers throughout the Pacific Northwest. We are pleased to inform you that BPA
has recently agreed to form a technical review committee with its transmission customers
to assure that transmission improvements are prioritized so as to provide the most cost-
effective and reliable service for the region. We respectfully request that language in
support of the formation of this committee be included in your Committee report.

If you or your staff have any questions, please feel free to-call me.

EIVEDBYBPA Sincerely,
MNISTRATOR'S ‘
-L0G#0(-D DL &
l RECEIPT DATE:
1 -|2-0f -
EDATE: James Litchfield
[N‘F NI Consultant for the
00 Y Investor Owned Utilities
A, Dy, KN, DF, L, P, T 503-222-9480

lcg@europa.com



cc: Senator Ted Stevens
Senator Jack Reed
Senator Pete Domenici
Senator Patty Murray
Senator Conrad Burns
Rep. Sonny Callahan
Rep. Peter Visclosky
Secretary Spencer Abraham
Stephen Wright — Acting Administrator, Bonneville Power Administration



PGE Portland General Electric Company
121 SW Salmon Street « Portland, Oregon 97204

(503) 464-8401 » Fax {503) 778-5566

July 12,2001

Chairman Robert C. Byrd

Senate Committee on Appropriations
311 Senate Hart Office Building
Washington, DC 20510

Dear Chairman Byrd:

I am writing to express Portland General Electric Company’s support for increasing the
transmission borrowing authority of the Bonneville Power Administration (BPA) as part
of the Energy and Water Appropriations bill. We believe that this is a critical step toward
improving the capacity and reliability of the transmission system for the benefit of
consumers throughout the Pacific Northwest. We are also pleased BPA has agreed to
form a technical review committee with its transmission customers to assure that
transmission improvements are prioritized to provide the most cost-effective and reliable
service for the region.

We look forward to working cooperatively with BPA to review proposed capital projects
and helping assure dependable transmission in the region. We respectfully request that

language in support of the formation of this committee be included in your Committee
report. '

If you or your staff have any questions, please feel free to call me.

Sincerely,

cc:vBteve Wright, BPA - Acting Administrator and CEO
Jeff Stier, BPA - Vice President
Secretary of Energy Spencer Abraham
Senator Patty Murray
Senator Gordon Smith
Senator Ron Wyden
Michael A. Andrews, Vinson and Elkins

Connecting People, Power and Possibilities
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Gary Faland, Cornmissioner

District 1 _
July 12,2001
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Deéar Secretary Abraham:

On behalf of the Montana, Public Seivice Comnﬁssxon. I am wriung to express suppon t‘or the
Bonneville Power Administration®’s (BPA) request for an increase in its boirowing authority
from the U.S. Treasury.’ BPA cstimates its'need for the development of a package of:
infrastructure improvements at appmximatcly two (2) billion dollars in additional borrowing
authority. - ]

Inadequate electrical gonmtson and transmission infrastructure has been one of the fundamental
causes of the electricity price crisis we are experiencing in thé west. - If now generation and
transmission are to be built anytime soon, BPA will necessarily play 8 vital role.

BPA must make significant capital investments in its high voltage transmission system in the
Pacific Northwest to serve its load. New gencration is being built, and significantly tmiore is
scheduled for construction. However, unless BPA. can integrate this new production into its
‘system it may notbe built.

BPA must also support newly developing cfficiency technologies as they become financially
viable to encourage consumers to make critical conservation and demand side management
investinents, Investment in conservation helps supplant costly power purchases, and becausc it
mvolvcs private interests, creates additional jobs in the private sector.

Some of the transmission infrastructure enhancement proposed by BPA will affect the wholesale
electricity market in Montana. Therefore, the Commission’s support for an increase in BPA’s
borrowing authority is conditioned on the opportunity of Montana to particjpate in the decision -
making process for the various projects that BPA proposes, :

1 RECEIVED BY BP!\
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Thank you for your considcration.

Litility Consumer Complaints’ (800) 648-8150
AN EQUAL EMPLOYMENT OPPORTUNITY/AFFIRMATIVE ACTION é«ﬁgw

INFO ONLY: Gail Kuntz-KR/MSGL
ce: A-7, D-7, KN/Wash, KR-7, L-7, P-6,
PG-5, KE-4, DF-2, T/Ditt2
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TNFO ONLY
Honorable Mitchell E. Daniels, Jr.
Director
Office of Management & Budget INFO ONLY: A-7,D-7, KN/Wash, L-7,
Eisenhower Executive Office Building P-6, T/Ditt2, DF-2
17" & Pennsylvania Avenue, NW

Washington DC, 20503
Dear Director Daniels:

I am writing to express PG&E Corporation’s support for efforts to improve the Bonneville Power
Administration’s (BPA) ability to deliver electricity in the West. Specifically, we endorse the request for
additional federal borrowing authority to allow BPA to finance transmission construction.

Significant progress has been made toward returning to a balance in electricity supply and demand in the
West. PG&E Corporation’s National Energy Group is contributing to this effort. Currently, we have more
than 4,000 megawatts of electric generation in construction or development in the region, and we continue
to look at potential plant sites. We also are upgrading our natural gas pipeline infrastructure to help ensure
the new plants are fueled.

As new generating projects begin to come on line, the situation in the West undoubtedly will improve from
both a-supply and price stability perspective. But to get that power to market, we must improve the
region’s aging transmission systems. We must begin that effort now so that the transmission capacity is
réady when the generating capacity becomes available.

As you know, BPA operates one of the most important transmission systems in the West. Because of the
broad interconnectedness of the Western System Coordinating Council grid, the ability of BPA to deliver
power from Northwest facilities impacts reliability throughout the region. That said, we are very concerned
that BPA’s transmission system is not prepared to accommodate the new generating facilities now in
development or construction in the Northwest.

We understand BPA needs to extend its federal borrowing authority so that it has the financial means to
make critically needed transmission upgrades. We support this effort as an important component of the
overall effort to solve the West’s energy problems. We also strongly urge Bonneville to begin immediately
to plan for transmission upgrades in the most critical corridors. Priority should be given to transmission
serving areas where advance plant construction and development are underway in order that plants ready
for construction can be assured that BPA will provide transmission service coincident with their
completion.

Please don't hesitate to call me at any time if I can be of assistance to you.

Sincerely,

o iHonorable Hany Reid
“ Honorable Pete Domenici
Honorable Larry Craig
Honorable Conrad Burns
Honorable Diane Feinstein
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Telephone 503-489-0500
DUE DATE:

Gary.G. Ely | INFO ONLY

Chairman of the Board,
Prasident and Chvief Executive Officer

~ July 11,2001
INFO ONLY: A-7, D-7, KN/Wash, L-7,

- P-6, T/Ditt2, DF-2

Chairman Robert C. Byrd

Senate Committee on Appropriations
311 Senate Hart Office Building -
Washington, DC 20510

. Dear Chairman Byrd: |

On behalf of Avista Corporation, T am writing to follow-up on the July 1 !*letter you received from Jim
Litchfield regarding the strong support of the Northwest investor-owned utilities for increasing the borrowing
authority of the Bonneville Power Administration (BPA) as part of the Energy and Water Appropriations bill.

Avista supports increasing BPA's borrowing authority because of the critical need to improve the BPA
transmission system. The BPA transmission system is the “backbone” of the'region’s transmission grid, but it has
not been significantly expanded for at lcast 10 years. Consequently, BPA does not have sufficient transmission
capacily to accommodate power from all of the current and pending generation facilitics that are needed to satisfy
the encrgy needs of the Northwest. Unless a substantial investment is made in upgrading the BPA transmission
system in the very near future, we run a substantial risk of serious reliability problems in the region.

I am particularly pleased that BPA has agreed to form a technical and economical review committee with
its transmission customers. We look forward to working with BPA to assure that its transmission improvements are
prioritized so as to provide the most cost-effective and rehable service for the region.

If you or your stafl have any questions, pleasc feel free to call me.

Sincerely,

4

cc: Senator Ted Stevens
Senator Jack Reed
Senator Pete Domenici
Senator Patty Murray
Senator Conrad Burns
Rep. Sonny Callahan
Rep. Peter Visclosky
Sccretary Spencer Abraham
£Btephen Wright ~ Acting Administrator, Bonneville Power Administration
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WAnited Stateg. Senate

WASHINGTON, DC 20510
Tuly 12, 2001

The Honorable Mitch Daniels
Director
Office of Managcment and Budget INFO ONLY: KR-7C
Old Executive Office Building cc: A-7, D-7, KN/Wash, L-7, P-6,
Washington, D.C. 20503 KE-4, T/Ditt2, DF-2
Dear Director Daniels:

We are writing with regard fo two issues of vital importance to our region: the Bonneville
Power Administration’s access 1o credits under section 4()(10)(C) of the Noxthwest Power Act and
BPA’s nced for an increase in its authority to sell bonds to the U.S, Treasury.

Under the Northwest Power Act, BPA is required to make expenditures to protect, mmgate
and enhance fish and wildlife affected by Federal hydro projects. BPA isrequired to do so consistent
with the fish and wildlife program of the Northwest Power Plamming Councijl (Council). The Act
also rcquires BPA to take a5 a credit against its debt repayments to Treasury the non-power project
purposes’ share of BPA’s fish and wildlife costs. In effect, section 4(h)(10)(C) of the Act directs
BPA —acting on behalf of its ratepayers — to appropriately allocate to the U.S. Treasury its share of
the mitigation costs for these Federal projects.

Due to the persistent drought in the Northwest and the extraordinarily high wholesale power
market prices in the West, fish and wildlife mitigation costs in the Columbia River basin have
increased dramatically this year, Thezefore, the 4(h)(10)(C) credits also have increased significantly,
BPA’s access to the credits is cuarently implemented by reducing annual cash transfers to Treasury.
The credits do not reduce BPA’s payment obligation; rather the credits are treated as a source of
funds that satisfies the payment obligation. It is essential that the Administration support
Bonneville's aceess to credits for this year's salmon recovery costs, as well as credits that are
supposed to be made available under adverse water conditions through the Fish Cost Contingency

Fund established in 1996.

The second issue of importance, BPA’s need for an increase in its authority to sell bonds to
the U.S, Treasury, is driven by system improvements BPA must make to maintain the reliability of
the Northwest’s electricity supply and relieve crippling transmission system congestion, Inaddition,
Bomneville is being called upon to integrate a substantial amount of now generation now being
planned by private developexs in the region. Finally, BPA has identified investments jt can make
using its self-financing authority to increasc generation from existing facilities within the Federal
Columbia River Power System, and 10 step up regional energy conservation cfforts. To assure that
BPA continues to have sufficient financial resources necessary to make necded electric infrastructure
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investments in a timely manner, BPA will need up to §2 billion in additional borrowing autharity
above the current $3.75 billion limit.

We want to impress upon you the importance of these two issues. The Northwest's economy
and our natural environment depend on BPA’s ability to secure its access to the credits and the

additional borrowing authority.
Sincerely,
Gordon H, Smifh Maria Cantwell

United States Senate United States Senate

A wg L
Ron Wyden
United States Senate

?@m’i?“‘af

States Senate

United States Senate United Y- Senate
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maTLosmY  NORTHWEST POWER PLANNING COUNCIL  vgaies

crliA 851 S.W. SIXTH AVENUE, SUITE 1100 o
yom Karier . PORTLAND, OREGON 97204-1348 3ohn Bregeltsi
Wo::hiumn Orcgon
Jim KeTpten Fax Phone: Internet: Slan Grace
Judi Dantelson 503-820-2370 503-222-5161 WWW.NWCOUNCILOXE 14 Glacomatto
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July 6, 2001 vC-LOG #:

ECEIPT DATE: o
The Honorable Spencer Abraham 7 /6ol
Secretary of Energy DUE DATE: Y
U.S. Department of Energy : ¥
Forrestal Building 1000 Independence Avenue, S.W, INFO ONLY i

) ce: A-7, D-7, KN/Wash, KR-7C, L-7,

Dear Secretary Abraham: P-6, PG-5, KE~4, DF-2, T/Ditt2

The Northwest Power Planning Council supports the Bonneville Power
Administration’s request for additional Federal Treasury borrowing authority for capital
improvements to the Federal Columbia River Power System (FCRPS). Needed upgrades
and improvements to the high-voltage transmission system, hydroelectric facilitics and
energy conservation program will require Bonneville to have access to additional capital
funds in the near-term. ‘

In particular, this year's West Coast electricity crisis has helped underscore
serious constraints and deficiencics within the transmission system. The system is
currently operating at or near full capacity, and is under increasing stress. The robust
activity in the wholesale power market is pressuring Bonneville to run the system harder
and for patterns of transactions for which it was not designed. This is making it more
difficult to schedule maintenance and construction activities. In addition, there is serious
concern that the transmission system will not have the capacity necessary to handle the
new generation in the Northwest that is needed to bring supply and demand back into
balance. Bonneville’s access to additional borrowing authority is necessary to ensure
long-term system reliability for the Northwest and the entire West Coast.

The Council also supports additional borrowing authority for improvements,
additions and replacements at hydroelectric facilities within the FCRPS and the fishery
mitigation projects associated with them. In 1992, Congress gave Bonneville the
autharity to enter into direct funding agreements with the Corps of Engineers and the
Bureau of Reclamation for upgrades at their hydroelectric projects. Bonneville has a
similar direct funding agreement with the U.S. Fish and Wildlife Service for the Lower
Snake River Compensation Plan hatcheries. These agreements preclude the need for
congressional appropriations for these activities, but increase Bonneville’s capital
borrowing requirements. The Council recognizes this need and supports new borrowing
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authority to increase the efficiency and reliability of the FCRPS and minimize system
impacts on fish and wildlife.

The electricity crisis has also highlighted the importance of vigorous and
sustained energy conservation efforts in the Northwest. Unfortunately, during the 1990s,
Bonneville's level of investment in conservation decreased substantially due to the
emerging competitive electricity market and financial uncertainties. The consequences of
this change in policy have been exposed by the astonishingly high electricity prices that
we’ve experienced this past year. Accordingly, it is important that Bonneville regain its
leadership in assisting regional utilities and other customers to invest in cost-effective
conservation measures while recognizing the market realities of the evolving wholesale
power supply market. Additional borrowing authority will allow Bonneville to stimulate
such investments throughout the Northwest.

The Council believes that increases in borrowing authority should be
accompanied by a high level of accountability in the utilization of the funds. Because the
electric ratepayers of the region repay these investments, and because the transmission
system supports transactions by several non-federal entities, there is a need to ensure
adequate regional participation and oversight in the projects pursued. An open,
independent process should be established that identifies least-cost solutions and ,
prioritizes investments that result in a completion schedule of projects. The results of
such a process should be included in Bonneville’s annual budget submittal for an
additional level of accountability, The Council is available to participate insuch a
process in any way deemed appropriate by the regional entitics,

Thank you for your attention to his matter, and please do not hesitate to contact
me if you have any questions or comments.

Sincerely,

05

Frank L. Cassidy, Jr.
Chair

Identical letter sent to: The Honorable Spencer Abraham, Secretary of Ehergy
Members of the Northwest congressional delegation
House and Senate Committees on Appropriations
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mOKLST  NORTHWEST POWER PLANNING COUNCIL RS,

SHATRIAN 851 S.W. SIXTH AVENUE, SUITE 1100
Tom Karier PORTLAND, OREGON 97204-1348 4ohn Bragars
‘Waahington "
Fira Nasapron Fax: Phone; Internet: Rian Crace
Jndi Danielson 503-820-2370 503-222-5161 www.nwcouncil.org Leo A. Glacomette

laaho 1-800-452-5161 Montans
The Honorable Patty Murray ! DUE DATE:
United States Senate
173 Russell Senate Office Building ! _INFO ONLY
Washington, D.C, 20510-4704 INFO ONLY: KR-7

cc: A-7,D-7, KN/Wash, KR-7C, L-7,

Dear Senator Murray: P-6, PG-5, KE-4, DF-2, T/Ditt2

The Northwest Power Planning Council supports the Bonneville Power
Administration’s request for additional Federal Treasury borrowing authority for capital
improvements to the Federal Columbia River Power Sysiem (FCRPS). Needed upgrades
and improvements to the high-voltage transmission system, hydroelectric facilities and
energy conservation program will require Bonneville to bave access to additional capital
funds in the near-term.

In particular, this year’s West Coast electricity crisis has helped underscore
serious constraints and deficiencies within the transmission system. The system is
currently operating at or near full capacity, and is under increasing stress. The robust
activity in the wholesale power market is pressuring Bonneville to run the system harder
and for patterns of transactions for which it was not designed. This is making it more
difficult to schedule maintenance and construction activities. In addition, there is serious
concern that the transmission system will not have the capacity necessary to handle the
new generation in the Northwest that is needed to bring supply and demand back into
balance. Bonneville's access to additional borrowing authority is necessary to ensure
long-term system reliability for the Northwest and the entire West Coast.

The Council also supports additional borrowing authority for improvements,
additions and replacements at hydroclectric facilities within the FCRPS and the fishery
mitigation projects associated with them. In 1992, Congress gave Bonneville the
authority to enter into direct funding agreements with the Corps of Engineers and the
Bureau of Reclamation for upgrades at their hydroelectric projects. Bonneviliehasa
similar direct funding agreement with the U.S. Fish and Wildlife Service for the Lower
Snake River Compensation Plan hatcheries. These agreements preclude the need for
congressional appropriations for these activities, but increase Bonneville’s capital
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borrowing requirements. The Council recognizes this need and supports new borrowing
authority to increase the efficiency and reliability of the FCRPS and minimize system
impacts on fish and wildlife.

The electricity crisis has also highlighted the importance of vigorous and
sustained energy conservation efforts in the Northwest. Unfortunately, during the 1990s,
Bonneville’s level of investment in conservation decreased substantially due to the
emerging competitive clectricity market and financial uncertainties. The consequences of
this change in policy have been exposed by the astonishingly high electricity prices that
we've experienced this past year, Accordingly, it is important that Bonneville regain its
leadership in assisting regional utilities and other customers to invest in cost-effective
conservation measures while recognizing the market realities of the evolving wholesale
power supply market. Additional borrowing authority will allow Bonneville to stimulate
such investments throughout the Northwest,

The Conncil believes that increases in borrowing authority should be
accompanied by a high level of accountability in the utilization of the funds. Because the
clectric ratcpayers of the region repay these investments, and because the transmission
system supports transactions by several non-federal entities, there is a need to ensure
adequate regional participation and oversight in the projects pursued. An open,
independent process should be established that identifies least-cost solutions and
prioritizes investments that result in a completion schedule of projects. The results of
such a process should be included in Bonneville's annual budget submittal for an
additional level of accountability. The Council is available 1o participate in such a
process in any way deemed appropriate by the regional entities.

Thank you for your attention to his matter, and please do not hesitate to contact
me if you have any questions or comments.

Sincerely,

Frank L. Cassidy, Jr.
Chair

Identical letter sent to: The Honorable Spencer Abraham, Secretary of Energy
Members of the Northwest congressional delegation
House and Senate Committees on Appropriations
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The Honorable Spencer Abraham, Secretary <
Department of Energy 7 / [ﬂ -J ( Q
Forrestal Building DUE DATE: 2
1000 Independence Ave. SW 3
Washington D.C. 20585 INFO ONLY g
Dear Secretary Abraham: : | %
' ™~
‘We write to express our support for the Bonneville Power Administration’s (BPA)
request for an increase to its borrowing authority from the U.S. Treasury. BPA estimates

that infrastructure projects necessary to improve transmission capability and hydropower
efficiency will require approximately $2 billion in additional borrowing authority.

BPA is a integral and essential part of both the generation and the transmission
infrastructure in the Northwest. It owns and operates about 75 percent of the high voltage
transmission in our region. Those transmission facilities are currently operating at or
near capacity levels. Additional transmission capacity is heeded to allow for the
lntegrauon of new electricity generation facilities that are being proposed to meet
growing demand in Washington and throughout the Northwest. BPA needs to make
increased capital investments soon hot only to integrate this new generation, but also to.
preserve the reliability of the existing transmission system.

The Federal Columbia River Power System (FCRPS) contributes about 40 percent of the
region’s firm electnclty gencration Many of these hydroelectnc facilities are 40 years or
more ‘old and need updates and 1mprovemems to maximize their efficiency. BPA informs
us'that with increased investment in these facilities it will be possible to increase
generation capability by as much as 300 aMW. These investments are cost-effective --
they will return more than the cost of capital -- and would contribute importantly to the
‘region’s need for new generating capability.

In March of this year, the Federal Energy Regulatory Commission (FERC) identified
infrastructure enhancements in transmission and hydropower efficiency as critical to
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Secretary Abraham
July 11, 2001
Page 2 of 2

meeting the growing power needs of the West.! We believe that BPA's request for
additional borrowing authority will permit it to undertake projects that address the
problem FERC has identified. Given the recent unprecedented upward pressure on BPA
rates caused by runaway prices in the wholesale power market, we are concerned that
needed infrastructure investments may not happen in a umely manner without this
additional borrowing authority.

We urge your support of the additional borrowing authority requested by BPA. Thank
you very much for you help and attention.

‘Sincerely,

Manly howalter, Chairwoman
A% ton Utilities and Transpgrtation Commission

Richard Hemstad, Commissioner
Washipgipn Utilities and Transportation Commission

“

atrick Oshie, Commissiopér
Washington Utilities and Transportation Commission

cc:  V/Stephen J. Wright, Acting Administrator, BPA
The Honorable Senator Patty Murray
The Honorable Senator Maria Cantwell
The Honorable Representative Jay Inclee
The Honorable Representative Rick Larscn
The Honorable Representative Brian Baird
The Honorable Representative Doc Hastings
The Honorable Representative George R. Nethercutt, Jr.
The Honorable Representative Norman D. Dicks
The Honorable Representative Jim McDermott
The Honorable Representative Jennifer Dunn
The Honorable Representative Adam Smith

Y Order Removing Obstacles to Increased Electric Generation and Natural Gas Supply in the Western
United States and Requesting Comments on Further Actions to Increase Energy Supply and Decrease
Energy Consumption. Docket #E1.01-47-000. Federal Energy Regulatory Commission. March 14, 2001,
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The Honorable Robert C. Byrd

Chairman Interior Subcommittee INFO ONLY: KR-7C

Senate Committee on Appropriations cc: A-7, D-7, KN/Wash, KR-7, L-7, P-6, PG-5,
SH 123 Hart Senate Office Building KE-4, DF-2, T/Ditt2, Cindy Custer-KR/WSGL
Washington, D.C. 20510-6033 Anne Korrow k£ 70

Dear Mr. Chairman:

I am writing in support of the Bonneville Power Administration’s request for an
additional $2 billion in borrowing authority from the U.S. Treasury. The additional
authority is needed for critical investments in the Northwest’s high-voltage transmission
system and hydroelectric facilities.

Bonneville owns and operates about 75 percent of the Northwest’s high-voltage
transmission. Its system is now at or near capacity. As a result, the system cannot carry
all the electricity generated from new power plants coming on line. Bonneville must .
make substantial investments in new transmission capacity to ensure the continued
reliability of the Northwest power system.

Also, Bonneville supplies about 40 percent of the electricity used in the Northwest. Most
of that supply comes from hydroelectric facilities — many of which are old and need '
improvements to achieve full efficiency. With added borrowing authority, Bonneville
can upgrade these facilities and increase supply by an amount equivalent to the output of
anew power plant. In a power-short region, these are needed, timely investments.

urge you to support Bonneville’s request.

Thank you for your consideration of this matter.

Johfi A. Kitzhaber, M.D.

Oregon Delegation
Steve Wright, Acting Administrator, Bonneville Power Administration

STATE CAPITOL, SALEM 97301-4047 (503) 378-3111 FAX (S03) 378-4863 TTY (503) 378-4859
WWW.GOVERNOR.STATE.OR.US
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P-6, PG-5, KE-4, DF-2, T/Ditt2,

Robert C. Byrd Cindy Custer—KRlWSGL

Chairman, Senate Committee on Appropriti
311 Hart Senate Office Building
Washington, DC 20510

Chairman Byrd:

As you know, the Bonneville Power Admi ion (BPA) bas sought a $2 billion
increase in borrowing avthority to primarily finance transmisgion expansion projects in
the Pacific Northwest, The current language in the Energy and Water Appropriations bill
authorized $2 billion, but makes spending fubject to anmal appropriation. Inrge you to
support in conference language approved the Energy and Water subcommittee that does
not condition bonding anthority on the appropriations process,

I believe that the Northwest, like many parts of the country, has under-invested in
transmission, Much of that is attributable to uncertainty aver industry structure and cost
recovery. Much is also attribytable to a lus of generation and transmission capacity
along the West Coast. The problems of the)last year have made us acutely aware of the
need for substantial investment in generation and transmission by public utilities, private
utilities, independent power producers, end Bonneville.

The principal difficulty with an anonal appropriations process is that it prevents
investments in capital intensive, long-lcad transmission projects. Substantial

i i congested paths in Puget Sound. We
have been subject t0 & mumber of tr. » curtailments this year that prevent our
access to power from Boundary dam. In r owned utilities in the northwest have
faced the same problem — the “west of Hatwal" problem — bringing in power from
generstion they own in Montana and Wyoming. Northwest congestion greatly impairs
our ability to assist California in summer, ﬂd vice versa in*winter, In addition to relief
of congested paths, Bonneville must add sion capacity to support new generating
projects being built in the region. We believe that we cannot wait for the formation of
FERC-jurisdictional Regional transmission r)rga.mzatmn to decide on a perfect expansion

plan.

" 700 Fifth Avenue, Swite 3300, Seartle, WA 98104-5031
Tel: (206) 684-3000, TDD: (206) 684-3225, Fax: (206) 625-3709
An equal employment opportunity, affirmative action employer, Accommodations for people with disabilities provided upon request.
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Chairman Robert C. Byrd
Tuly 17, 2001
Page 2

1 do share the concern of Northwest investior owned utilities that BPA. investments
address top pridrity problems in a cost-effective manner. They should focus on
interconnecting generation and resolving dongestion in projects that are not likely
candidate investments for other parties, Altechnical review committee can provide
guidance on these issues to the Administrator.

I'd like to reiterate my support for an energy and water appropriations bill that includes
32 billion in increased BPA borrowing authority, not subject to anthorizations on an
annual basis. I'would be delighted to answer any questions you have on this issue.

cc! Senator Patty Murray
Senator Maria Cantwell
Representative Jay Inslee
Representative Rick Larsen
Representative Brian Baird
Representative Do¢ Hastings
Representative George Nethercutt
Representative Norman Dicks
Representative Jim McDermott
Representative Jennifer Dunn
Representative Adam Smith
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An equal employment opporrunity, affirmative action employer. Accommodations for people with disabilities provided upon request.



Robert P. Gannon
Chairman of the Board,
CEO and President

July 12, 2001

Chairman Robert C. Byrd

Senate Committee on Appropriations
311 Senate Hart Office Building
Washington, DC 20510

Dear Chairman Byrd:

1 am writing to express Montana Power Company’s support for increasing the borrowing
authority of the Bonneville Power Administration (BPA) to facilitate the construction of
additional electric transmission facilities. This funding is critically important to improve
the capacity and reliability of BPA’s transmission system for the benefit of consumers
throughout the Pacific Northwest.

I am pleased that BPA has recently agreed to form a review committee with its
transmission customers to assure that transmission improvements are prioritized so as to
provide the most cost-effective and reliable service for the region. Montana Power will
gladly participate in the important work to be undertaken by this review committee. It
would be appropriate for language supporting the formation of this committee to be
included in your Committee report.

Montana Power has been, and continues to be, concerned about BPA’s program to install
fiber optic cable far in excess of BPA’s legitimate operational requirements. I encourage
the Committee to carefully review any additional funding that BPA may request for this

purpose.

If you or your staff have any questions about Montana Power’s support for additional
BPA borrowing authority, please contact Bill Pascoe, Montana Power’s Vice President,
Energy Supply at (406) 497-4212.

40 East Broadway Street = Butte, Montana 59701-9394
Telephone: 406-497-2403 » Facsimile: 406-497-2150 » e-mail: rgannon@mipower.com



CC:

Senator Conrad Burns
Senator Max Baucus |
Representative Dennis Rehberg

-Governor Judy Martz

Senator Ted Stevens

Senator Pete Domenici |

Senator Patty Murray

Senator Larry Craig

Representative Sonny Callahan
Representative Peter Visclosky

Secretary Spencer Abraham

Stephen Wright — Acting Administrator, BPA
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August 30, 2001
Addressees

Subject: Infrastructure Technical Review Committee Report

Portions of the Northwest transmission system are approaching gridlock. An adequate
and affordable electric supply is not possible without sufficient transmission capacity.
An unreliable system puts public health, safety and the economy at risk.

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

To ensure that BPA’s proposal designs and prioritizes improvement projects in a manner
that will provide the most cost-effective, reliable service for the region’s consumers, a
technical and economic review committee was formed. The committee drew on
individuals who are also members of the Northwest Power Pool (NWPP) Transmission
Planning Committee (TPC), Operating Committee (OC) and the Northwest Regional
Transmission Association ("NRTA") Planning Committee ("PC"). The committee was
asked to report its recommendations by August 30, 2001 to enable BPA to install
necessary system facilities as soon as possible, A critical first step is securing additional
borrowing authority for BPA.



Attached is areportonthetransxmssionmﬁastmcﬂmproposaltbatcontmns the
conclusions and recommendations of the review committee. Thxs is the first annual
report on BPA’s major transmission investments.
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Angust 8,2001

Vice President Richard B. Cheney
The White House
Washington, DC 20501

Dear Mr. Vice President:

We are writing to express our strong support for increasing the amount of funding that
the Bonneville Power Administration (BPA) may borrow from the U.S. Treasury.

As investor-owned utilities, consumer-owned utilities, industrial customers, and
independent power producers, all doing business in the Pacific Northwest, we often
disagree on matters relating to the Northwest power system. But we are absolutely united
- on at least one point: that substantially increasing the reliability and capacity of the BPA

transmission system is essential to the economic health of both the Northwest and the
entire West. . :

‘The BPA transmission system is already heavily constrained as it attempts to serve
existing loads and generation facilities, and the problem is only going to get worse unless
dramatic steps are taken. As the report of your Energy Task Force made clear, new
generation facilities are essential to solving the electricity crisis. Rightnow, the call for
new generation is being answered -- developers have announced plans to build many new
plants in the Northwest. This new generation will benefit consumess inall 11 Western
states served by the regional transmission system known as the westemn interconnection.

But those new generation facilities cannot help solve the supply problem unless they are
interconnected to a reliable regional transmission system. Because BPA owns and
operates over 75 percent of the high-voitage transmission system in the Northwest, and
no major investments have been made in that system for over a decade, the transmission-
system that would bring these new supplies to consumers is simply not prepared to do the
job. Unless relieved through substantial infrastructure improvements, the constraints that
plague the BPA transmission system will prolong the current electricity crisis and
contribute to future crises.

We understand that solving this problem will not be free. All BPA transmission
customers will bear the total costs of BPA’s transmission investments through
transmission rates, In turn, the revenues from transmission rates will be used by BPA to
repay all the money borrowed from the Treasury, with interest. But we caunot move
forward toward a solution until the federal government does its part by increasing BPA’s
borrowing authority.



One recent development gives us, and hopefully you, extra confidence that this new
borrowing authority will be well spent. To assure that BPA. propu!y prioritizes its
transmission investments, a technical review committee consisting of BPA’s transmission
customers was recently created, and is already beginning its work. This review process
(which received the full support of the Senate Appropriations Committee in its July 13
report on the Encrgy and Water Development Appropriations bill) will allow meapingful
customer input and thereby help assure that BPA's transmission investments will provide
the most cost—cffcctive, reliable service for the region’s consumers. )

An conclusion, we ask that yon put the Administration on record as supporting an increase
in BPA’s borrowing authority for FY 2002, so that BPA can immediately move ahead on
critical, multi-year investments in the transmission system. We also ask that you
promptly transmit a statement of your views to the Senate and House Appropriations
Committees. With the Administration’s support, we are hopeful that this matter will be
successfully concluded when those Committees meet in conference on the Energy and
Water Appropriations bill afier the August recess.
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co:  Secretary of Energy Spencer Abraham
Senate Appropriations Committee Chainman Robert C. Byrd
House Appropriations Committee Chairman C.W. Young

Senate Budget Committee Chairman Kent Conrad

House Budget Committee Chairman Jim Nussle

Senate Energy Committec Chairman Jeff Bingaman

House Energy and Commerce Chairman W.J, “Billy” Tauzin
OMB Director Mitchell E. Daniels Jr.

NW members of Congress

Governor Dirk Kempthome

Governor John Kitzhaber

Govemor Gary Locke

Governor Judy Martz
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M1 PG&E Gorporation
Steven L. Kline 700 19th Street NW, Suite 250
s o
Regulatory Relations 2025383500
DUEDATE: | ne: enina@rge cpcon
June 25, 2001 INFO ONLY
. D G
The Honorable Spencer Abrabam INFO ONLY: Kip Moxness-TM/Ditt2
Secretary of Energy ce: A-7,D-7, KN/Wash, L-7, P-6, T/Ditt2,
1000 Independence Ave, DF-2, Scott Wilson-PT-5
Washington, DC 20585-0001
Dear Secretary Abraham:

1am writing today to express PG&E Corporation’s suppoﬂ for efforts by the Bonneville Power
Administration (BPA) to improve its 2bility to deliver power in the West. Specifically, we would like to
endorse BPA's request for additional fedcral borrowing authority to finance transmission construction.

As you know, significant progress has been made toward returning to supply/demand balance in the West.
PG&E Corporation®s National Energy Group is contributing to this effort. Currently, we have more than
4,000 megawatts in construction or development in the region, and we continue to look at potential sites.
We also are upgrading our natural gas pipeline infrastructure to help ensure the new plants are fueled.

As pew gencrating projects begin to come on line, the sitiation in the West undoubtedly will improve from
both a supply and price stability perspective. But to get that power to market, we must improve the region’s
aging transmission systems. And we must begin that effort nowsothatﬂ:euansm;ssnoncapacnyis ready
wheri the generating capacity becomes available. -

BPA operates one of the most important transmission systems in the West. Because of the broad .
‘interconnectedness of the Western System Coordinating Council grid, the ability of BPA to deliver power
from Northwest facilities impacts reliability throughout the region. That said, we are very concerned that
BPA’atmnammonsysmlsnotpreparedtomommodawthencwgmwngfmhmsnowm
development or construction in the Northwest. .

‘We understand BPA is seeking to extend its federal borrowing authority so that it has financial means to
make critically needed transmission upgrades. We support this effort as an important component of the
overall effort to solve the West’s energy problems, We also strongly urge BPA. to begin immediately
phmngformmmsmmupmdam&emﬁm@mﬂm?mnﬂshouﬁbegwmmmmbn
suwngmwhmadvanoephntmskwﬂmmddevdopmmtmmdmy.Wcmmmdw
projects ready for construction cannot get a commitment from BPA to provide transmission service
coincident with the completion of construction.

As always, Mr. Secretary, wegrmiynppmmyommcntwntothewmﬂmeandyour
commitment to working with the region to address the many challenges facing us.

Please don't hesitate to call me at any time if I can be of assistance to you.

cc: Mr. Sm Wright/
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CARY LOCKE
Governdt
STATE OF WASHINGYON

OFFICE OF THE GOVERNOR
_ PO. Box 40002 * Ofympu, Washingfon 98504-0002 (360) 783-6780 » TTY/TDD (360) 7536466

July 6, 2001

The Honorable Spencer Abraham
Secretary of Energy

United States Department of Emrgy
James Forrestal Building

1000 Independence Avepue S.W.
‘Washington, D.C. 20585

" Dear Secretary Abraliam:

I am writing to express my strong support for the Bonneville Power Admiinistration's
(BPA’s) request to increase its borrowing authority from the U.S. Treasury.

BPA estimates that it will need apptmumatelynbmxonmaddxﬁonalaudmmyto help
finance new cepital iovestment for transmission, generation and conservation. Because
BPA lsmhmmtegmlpanofboth the gencration and the transmission system in the
Pacific Northwest, it is critical that BPA have sufficient borrowing authority (o ensure
that these infrastructure improvements are made in 2 timely manner.

BPA’s transmission system accounts for about 75 percent of the high voltage
transmission in the Pacific Northwest. It is now at ornear capacity. Additional
transmission capacity is needed to allow for the integration of the new generation being
proposed for the Northwest. BPA needs to make increased capital investments soon fo
handle this new generation and preserve the reliability of the current transmission system.

In addition, the Federal Columbia River Power System contributes about 40 percent of

- the region’s firm energy. Many of these hydraelectric facilitics are more than 40 years
old and need updates and improvements to maximize their efficiency. With increased
investmentin these facilities it will be possible to increase generation capsability by as
much as 300 average megawalts. The investments in system efficiencies surely will
return more than the cost of capital.

For these rcasons, I urge you to support BPA’s request within the Administration and
before Congress. Thauk you for your attention fo this matter,

TOTAL P.@2
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A, D, KN, DF, L P T
Chaitmankome.Byrd
Senate Committee on Appropriations

311 Senate Hart Office Building
Washington, DC 20510

Dear Chairman Byrd:

IamwnungtoexprmPngetSoundBmgy Inc.’ssupponformueasingthebdmmg
autharity of the Bonneville Power Administration (BPA) to facilitate the constructicn of
additional electric transmission facilities. This funding is critically important to improve
waamtyaadmﬁabﬂityofﬁ?&smmsyumﬁr&ebawﬁtofom
throughout the Pacific Northwest.

I am pleased that BPA has recently agreed to form a review committes so that it
transmission customers can be assured that transmission improvements are
justified and prioritized 50 as to provide the most cost-effective and reliable service for
the region. Puget Sound Encrgy will gladly participate in the important work to he
undertaken by this review committee, It would be appropriate for language supporting
the formation of this committee to be included in your Committee report.

' If you or your staff have any questions about Puget Sound Energy’s suppost for

additional BPA borrawing authority, please contact Bilt Gaines, Puget Sound Energy's
Vice President, Energy Supply at (425) 462-3145.

Sincerely, :
Williem S. Weaver
President and Chief Executive Officer

-

cc:  Secretary Spencer Abraham
Senator Patty Murray ‘
Stephen Wright — Acting Administrator, BPA

. Puget Sound Energy = RO. Box 80608 - Bollovuc, WA 90005-0860 ~ (206) 4546363
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The Honorable Robert C. Byrd ¥ i
United States Senate vy
Washington, D.C. 20510 A, D, KN, DF, L, ?, T
~ Dear Senator Byrd:

PacifiCorp supports an increase in borrowing authority for the Bommeville Power Administration
(BPA) as part of H.R. 2311, the Fiscal Year 2002 Encrgy and Water Appropriations that may be
considered by your Committee July 12, 2001.

PacifiCorp is an investor-owned utility serving 1.5 million retail electric consumers in six
western states. ’

By permitting Bonneville to make additional investments in its transmission network, this
increase in borrowing anthority would represent a critical step toward needed improvements in
the capacity and reliability of BPA's transmission system. Such investments need to be made for
the benefit of all electric consumers throughout the Pacific Northwest and, indirectly, the entire
west.

Bonneville has agreed to form a technical review committee with its transmission customers to
help assure that transmission improvements are prioritized to provide the most cost-effective and
reliable service for the region. We respectfully request the Report accompanying the
Committee’s action on HLR. 2311 reflect positively on the formation of this committee.

Thank you for your consideration of our request.
Sincerely,

Am:cnv.aichnﬁm ~

Chairman of the Board

Cc: The Honorable Ted Stevens
The Honorable Harry Reid

The Honorable Pet V. Domenici
The Honorable Patty Murray
The Honorable Larry E. Craig
Steve Wright, BPA

PACIFICPOWER  UTAH POWER
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July 11, 2001
Chairman Robert C, Byrd
Senate Committee on Appropriations
311 Senate Hart Office Building
‘Washington, DC 20510

~Dear Chairman Byrd:

On behalf of Avista Corporation, Idaho Power Company, Montana Power Company,
PamﬁCorp Portland General Electric, and Puget Sound Energy, Inc., 1 am writing to
voice our strong suppost for increasing the borrowing authority of the Boneville Power
Administration (BPA) aspm‘tofmeEnergyandWaterAppropnauonsbﬂlthatmllbe
considered by your Committee tomorrow. We believe that this is a critical step toward
improving the capacity and reliability of BPA's transmission system, for the benefit of
consumers throughout the Pacific Northwest. We are pleased to inform you that BPA
has recently agreed to form a technical review committee with its transmission customers
to assure that transmission improvements are prioritized so as to provide the most cost~
effective and reliable sérvice for the region. We respectfully request that language in
support of the formation of this committee be included in your Committee report.

If you or your staff have any questions, please feel free to call me.

s
06 #:0{ - 05408
Riﬁﬁf?f DATE:
T2~ Z)i
£ DAIE: James Litchfield
INFO ONI Consultant for the
Y Investor Owned Utilities

A, D, KN, DF, L, P, T 503-222-9480

Ic com



cc: Senator Ted Stevens
Senator Jack Reed
Senator Pete Domenici
Senator Patty Murray
Senator Conrad Bumns
Rep. Sonny Callahan
Rep. Peter Visclosky
Secretary Spencer Abraham , ,
Stephen Wright — Acting Administrator, Bonneville Power Administration



/PGE ) Portland General Electric Company

121 SW Salmon Strezt » Portland, Oregon 97204
\ {503) 464-8401 » Fax (503) 778-5566

Tuly 12, 2001

Chairman Robert C. Byrd

Senate Committee on Appropriations
311 Senate Hart Office Building
Washington, DC 20510

Dear Chairman Byrd:

1 am writing to express Portland General Electric Company’s support for increasing the
transmission borrowing authority of the Bonneville Power Administration (BPA) as part
of the Energy and Water Appropriations bill. We believe that this is a critical step toward
improving the capacity and reliability of the transmission system for the benefit of
consumers throughout the Pacific Northwest, We are also pleased BPA has agreed to
form a technical review committee with its transmission customers to assure that
transmission improvements are prioritized to provide the most cost-effective and reliable
service for the region. ’

We look forward to working cooperatively with BPA o review proposed capital projects
and helping assure dependable transmission in the region. 'We respectfully request that
language in support of the formation of this committee be included in your Committee
report. ‘

If you or your staff bave any questions, please feel free to call me.

Sincerely,

cc:vBfeve Wright, BPA - Acting Administrator and CEO
Jeff Stier, BPA - Vice President
Secretary of Energy Spencer Abraham
Senator Patty Murray
Senator Gordon Smith
Senator Ron Wyden
Michael A. Andrews, Vinson and Elkins

Connecting People, Power and Possibilities 1<)



© JR16-2081  e9I32

P.0191

1703 ProspectAvenue » PO Box 202501
Montana 59620-2601
(406) 444-6166

Telophone:
FAX #: {406) 444-7618
E-MAIL: nfelamas!ate.muts )

July 12, 2001
Sectetaty s;,e;pe: Abraham Postit*FaxNow 7671
Roorm 7822, ™ TNoasmHEo~t |
1000 Independence Avenue e e e Jrishi
Wiashington, D.C. 20585 : Phons #

Z’:’é@ﬁ_az:o QOIE

Deéar Secretary ‘Abrahgm:

On behalf of the Montana Public Scivice Cam.mission. I am wﬁﬁng %o eat.press support for :hc
Bonneville Power Administration’s (BPA) request for an increase in its boirowing authority
from the U.S. Ticasury. BPA cstmates its need for the development of a package of:
infrastructure improvements a:appmxima:elytwoa)bmiondouarsinaddhionalbomwing
mﬂbﬂly. h

Inadequazc electrical goneration and tmnsmiwon infrastructure has been one ot’the fundamental
causes of the electricity price crisis we are experiencing in thé wost, - If now gencration and -
transmission are to bs built anytime soon, BPA will necessarily play a vital role. |

BPA. roust make significant capital investmeats in its bigh voltage transmission system ia the
Pacific Northwest to scrve its load. New gencration is being built, and significantly miore is
schednled for construction, However, unless BPA. can integrate this new production into jts
‘sysiem it may notbe buile, -~ - .

BPA must also support newly’ devclaping efficiency technologies as they become financially
viable to encourage consumers to make critical conscrvation and demand side management
investinents. Investment in conservation helps supplant costly power purchases, and becausc it
involves private interests, creates addidonal jobs in the private sector.

Soms of the transmission infrastructure enhancement propesed by BPA will affect the wholesale
eloctricity market in Montana. Theérefore, the Commission’s support for an increase ix BPA's
borrowing authority is conditioned on the opportunity of Montana to participate in the decision -
making process for the variovs projects that BPA proposes. .

RECEIVED BY BPA

Thank you for your considcration, AD:&IN!STRAB}I’W,
TRECEIT DATE: -
S Tro)

UBiity Consumer Complaints’ (300) 646-6150 IE ﬂ 0 OF[LY

INFO ONLY: Gail Kuntz-KR/MSGL
cc: A-7,D-7, KN/Wash, KR-7, L-7, P-6,
PG-5, KE-4, DF-2, T/Ditt2

TOTAL. P.@&1
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RECEIPT DATE:

Steven L. Kiine . 700 11th Street NW, Suite 250
/b 0/ Fobornl Bovarmantlds | rdlon, D201

¥ Tom 202.638,3500 *.

July 11, 2001 DUE i}a"fi. . eguiutory Rebaions Fax 20263882
Intemet: stevenine@ pg
INFO ONLY remin

Honorable Mitchell E, Daniels, Jr.
Director
Office of Management & Budget INFO ONLY. A-7,D-7, KN/W: ash, L-7.
Eisenhower Executive Office Building P-6, T/Ditt2, DF-2
17* & Pennsylvania Avenue, NW
Washington DC, 20503
Dear Director Daniels:

IamwnﬁngwexpressPG&ECorporanonssuppmtforcﬂ'oﬂstounpmvethel;annevﬂlel’ower
Administration’s (BPA) ability to deliver electricity in the West. Specifically, we endorse the request for
additional federal borrowing authority to allow BPA to finance transmission construction.

Significant progress has been made toward seturning to a balance in electricity supply and demand in the
West, PG&E Corporations National Energy Group is contributing to this effort. Currently, we have more
than 4,000 megawatts of electric generation in construction or development in the region, and we continue
to look at potential plant sites. We also are npgrading ovr natural gas pipeline infrastructure to help ensure
the new plants are fueled,

As new generating projects begin to come on line, the situation in the West undoubtedly will improve from
both a-supply dnd price stability perspective. But to get that power to market, we must improve the
mgmnsagmgtxansmissfonsystems. We must begin that cffort now so that the transmission capacity is
réady when the generating capacxty becomes available.

Asyouknow,BPAopemoncofthamostmpaunttransmxssmsystemsmtheWmanseofthc
bmdmmomcwdnmof&eWmnSymCowdmngﬂmmeabMyofBPAmdehm
power from Northwest facilities inapacts reliability throughout the region. That said, we arc very concerned
that BPA’s transmission system is not prepared to accommeodate the new generating facilities now in
development or construction in the Northwest.

We understand BPA needs to extend its federal borrowing authority so that it has the financial means to
make critically needed transmission upgrades. We support this effort as an important component of the
overall effort to solve the West's energy problems. 'We also strongly urge Bonneville to begin immediately
to plan for transmission upgrades in the most critical corridors. Priority should be given to transmission
mgmwbmﬁvmp@mﬂ@mmddwdopmmtmmdmaymmmmm
fmmmaummbemedmatBPAmﬂmdemmmonmcomdMMthﬁm
completion. :

Please don’t hesitate to call me at any time if I can be of assistance to you.

Sincerely,

- JHonmable Harty Reid
Honorable Pete Domenici
Honorable Larry Craig
Honorable Conrad Burns
Honorable Diane Feinstein
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- P-6, T/Ditt2, DF-2
Chairman Robert C. Byrd
Senate Committee on Appropriations
311 Senate Hart Office Building
" Washington, DC 20510
Dear Chairman Byrd: .

On behalf of Avista Corporation, T am writing to follow-up on the July 11 letter you received ﬁﬁm Jim
Litchfield regarding the strong support of the Northwest investor-owned utilities for increasing the borrowing
authority of the Bonneville Power Administration (BPA) as part of the Energy and Water Appropriations bill.

Avnsta supports increasing BPA’s borrowmg authority because of the eritical noed to unprovc the BPA
transmission system. The BPA transmission system is the “backbone” of the region’s transmission grid, but it has
not been significantly expanded for at lcast 10 ycars. Consequently, BPA does not have sufficient transmission -
capacily to accommodate power from all of the current and pending generauon facilitics that are needed to sausfy
the energy needs of the Northwest. Unless a substantial investment is made in upgrading the BPA transmission
system in the very near future, we run a substantial risk of serious reliability problems in the region.

I am particularly pleased that BPA has agreed to form a technical and economical review committes with
its transmission customers. We look forward to working with BPA to assure that its transmission improvements are
prioritized $o as to provide the most cost-effective and reliable service for the region.

If you or your staff have any questions, i:lease feel free to call me.

Sincerely,

Nt

cc: Senator Ted Stevens
Senator Jack Reed
Senator Pete Domenici
Senator Patty Murray
Senator Conrad Burns
Rep. Sonny Callahan
Rep. Peter Visclosky
Sccretary Spencer Abraham
£/Stephen Wright ~ Acting Administrator, Bonneville Power Administration
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Write] Stateg Semate

- WASHINGTON, DC 20510

July 12, 2001
- The Honorable Mitch Daniels | o
Director
Office of Managetnent and Budget - IN.Fg ?I;I:Y. KR-7C
Old Executive Office Building ce: A-7,D-7, KN/Wash, L-7, P-6,
‘Washington, D.C. 20503 KEA4, T/Ditt2, DF-2
Dear Divector Daniels;

We are writing with regard fo two jssues of vital importance to our region: the Bommeville
Power Administration’s access ta credits under section 4()(10)(C) of the Noxthwest Power Actand
BPA’s nced for an increase in its authority to sell bonds 1o the U.S, Treasury.

Under the Northwest Power Act, BPA is required to make mcpamixmres toprotect, mmgate,
and enhance fish and wildlife affected by Federal hiydro projects. BPA isrequired to do so consistent
with the fish and wildlife program of the Northwest Power Plagning Council (Couneil). The Act
also requires BPA to take as 3 crodit against its debt repayments to Treasury the non-power project
purposes® share of BPA’s fish and wildlife costs. In effect, section 4(h)(10)(C) of the Act directs
BPA —acting on behalf of its ratepayers — to appropriately allocatc to the U.S. Treasury its share of
thcmitigmon costs for these Federal projects. .

Dueto the persistent drought mtheNorthwcst and the exu'aordma:ﬂyhxgh wholesale power
market prices in the West, fish and wildlife mitigation costs in the Columbia River basin have
increased dramatically this year, Therefore, the 4()(10)(C) credits also have increased significantly.
BPA's access to the credits is currently implemented by reducing annual cash transfers to Teeasury. -
The credits do not reduce BPA’s payment obligation; rather the credits are treated as a source of
funds that satisfies the payment obligation. It is essential that the Administration support
Bomneville's access to credits for this year's salmon recovery costs, as well as credits that are
supposed to be made available under adverse water conditions through the Fish Cost Contingency

Fund estahhshedm 1996.

The second issue of importance, BPA’s need for an increase in its authority to sell bonds to
the U.S. Treasury, is driven by system improvements BPA must make to maintain the reliability of
the Northwest’s electricity supply and relieve crippling transmission system congestion, Inaddition,
Bomevills is being callod upon to integrate 3 substantial amount of ncw generation now being
plammed by private developers in the region. Fmally, BPA hss identified tnvestments it can make
using lts self-financing authority to increase generation from existing facilities within the Federal
Columbia River Power Systemn, and 1o step up regional energy conservation efforts, To assure that
BPA continues to bave sufficient financialresources necessary to make necded electric infrastructure
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investments in a timely manner, BPA will need up to $2 billkion in 2dditional borxowing autherity
above the current $3.75 billion limit.

‘We want to impress upon you the impogtance of these two issnes. The Northwest's economy
and our patural environment depend on BPA's abihtyto secure its access to the credits and the

edditional borrowing anthority.

Sincerely,
Gordon H. Smith : Maria Cantwell
United States Sepate United States Senate
RmWydm ig
United States Senate ' United States Senate

United Statcs Senate

Umted States Senate
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FRANK Aoy NORTHWEST POWER PLANNING COUNCIL VICE GRATIOAN

s 851 S.W. SIXTH AVENUE, SUTTE 1100 o
:‘”m“"’ - PORTLAND, OREGON 97204-1348 ok Bragoind
Weshingion Oregon
'+ v s Fax: - - Phone: Internet: Bian Geen
Judi Dantslson 503-820-2370 503-222-5161 . wwwawcouncilOrf . 1A clacomatie
1o 1-800-452-5161  {CEIVED BY BPA  Mostams
DAINIST. 4 ;
Tuly 6,2001 FC-L0G #: 1
, _ | ECEIPT DATE:
The Honorable Spencer Abraham ' ' 7 - [b-Of
Secretary of Energt}: . DUE DATE:
U.S. Department of Energy :
Formrestal Building 1000 Independence Avenue, S.W. INFO ONLY
Washington, D.C. 20585 INFO ONLY: KR-7 .
cc: A-7, D-7, KN/Wash, KR-7C, L-7,
Dear Secretary Abraham: P-6, PG-5, KE~4, DF-2, T/Ditt2

The Northwest Power Planning Council supports the Bonneville Power -
Administration’s request for additional Federal Treasury borrowing anthovity for capital
improvements to the Federal Columbia River Power System (FCRPS). Needed upgrades
and improvements to the high-voltage transmission system, hydroelectric facilitics and
energy conservation program will require Bonneville to have access tp additional capital
funds in the near-term. - . ' ’

In particular, this year's West Coast electricity crisis has helped underscore
serious constraints and deficiencics within the transmission system. The system is.
currently operating at or near full capacity, and is under increasing stress. The robust
activity in the wholesale power market is pressuring Bonneville to mun the systerh harder
and for pattems of transactions for which it was not designed. This is making it more
difficult to schedule maintenance and construction activities. In addition, there is setious
concern that the transinission system will not have the capacity necessary 10 handle the
new generation in the Northwest that is needed to bring supply and demand back into
balance. Bonneville’s access to additional borrowing authority is necessary to ensure
long-term system reliability for the Northwest and the entire West Coast.

The Council also supports additional borrowing authority for improvements,
additions and replacements at hydroelectric facilities within the FCRPS and the fishery
_mitigation projects associated with them. In 1992, Congress gave Bonneville the
autharity to enter into direct funding agreements with the Corps of Engineers and the
Bureau of Reclamation for upgrades at their hydroelectric projects. Bonneville hasa
similar direct funding agrecement with the U.S. Fish and Wildlife Service for the Lower
Snake River Compensation Plan hatcheries. These agreements preclude the need for
congressional apprapriations for these activities, but increase Bonneville’s capital
borrowing requirements. The Council recognizes this need and supports new borrowing
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authority to increase the efficiency and reliability of the FCRPS and minimize system
impacts on fish and wildlife.

The electricity crisis has also highlighted the Importance of vigorous and
sustained energy conservation efforts in the Northwest., Unfortunately, during the 1990s,
Bonneville’s level of investment in conservation decreased substantially due to the
emerging competitive electricity market and financial uncertainties. The consequences of
this change in policy have been exposed by the astonishingly high electricity prices that
we've experienced this past year. Accordingly, it is important that Bonneville regain its
leadership in assisting regional utilities and other customers to invest in cost-effective
conservation measures while recognizing the market realities of the evolving wholesale
power supply market. Additional borrowing anthority will allow Bonneville to stimulate
such investments throughout the Northwest.

The Council belicves that increases in borrowing authority should be
accompanied by 2 high level of accountability in the utilization of the fimds. Because the
elsotric ratepayers of the region repay these investments, and because the transmission
system supports transactions by séveral non-federal entities, there is a need to ensure
adequate regional participation and oversight in the projects pursued, An open,
independent process should be established that identifies least-cost solutions and .
prioritizes investments that result in a completion schedule of projects. The results of
such a process should be included in Bonneville's annual budget submittal for an
additional level of accountability, The Council is available to participate in such a
process in any way deemed appropriate by thc regional entities.

Thank you for your attention to his mates, and please do not hesitate to contact
me if you have any questions or comments,

Sincerely,

Frank L. Casszdy, Ir.
Chair

Identical letter sent to: The Honorable Spencer Abraham, Secretary of Energy
Members of the Northwest congressional delegation
House and Senate Committees on Appropriations
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TR cheTTt NORTHWEST POWER PLANNING COUNCIL ~  (tisiom

cahSERA 851 S.W. SIXTH AVENUE, SUTTE 1100 o
TomKerier PORTLAND, OREGON 97204-1348 Son Broyens
Weihingion . Oregon
Jim Kempton ' Fax: Phone: Internet: Sr28 Graze
" i Deniolion 503-820-2370 503-222-5161 www.nweotncil org Leo A Clscometin
[ Maabe 1-800-452-5161 B Momana.
RECEVEDBYRPA oo
RECEIPT DATE:
7 [6-0f
The tzldunnrable Patty Murray DUE DATE:
" United States Senate
173 Russell Scnatc Office Building 1 INFO ONLY
Washington, D.C. 20510-4704 INFO ONLY: KR-7
i " ce: A-T,D-7, KN/Wash, KR-7C, L-7,
Dear Senator Murray: v P-6, PG-5, KE-4, DF-2, T/Ditt2

The Northwest Power Planning Council supports the Bonneville Power
Administration's request for additional Federal Treasury borrowing authority for capital
improvements to the Federal Columbia River Power System (FCRPS). Needed upgrades
and improvements to the high-voltage uansrmsslon system, hydroelectric facilities and
energy conservation program will require Bonneville to have access to additional capital -

" funds in the near-term.

In particular, this year’s West Coast electricity crisis has helped underscore
serious constraints and deficiencies within the ransmission system. The system is -
currently operating at or near full capacity, and is under increasing stress. The robust
activity in the wholesale power market is pressuring Bonneville to run the system harder
and for patterns of transactions for which it was not designed. This is making it more
difficult to schedule maintenance and construction activities, In addition, there is serious
concem that the transmission system will not have the capacity necessary to handle the
newgenemnonmtheNormwestthatlsneededtobnngsnpplyanddcmandbackimo ’
balance. Bonneville's access to additional borrowing authority is necessary to ensure
long-term system reliability for the Northwest and the entire West Coast.

The Council also supports additional borrowing authority for improvements,
additions and replacements at hydroclectric facilities within the FCRPS and the fishery
mitigation projects associated with them. In 1992, Congress gave Bonneville the
authority to eater into direct funding agreements with the Corps of Engineers and the
Burean of Reclamation for upgrades at their hydroelectric projects. Bonnevillehasa
similar direct funding agreement with the U.S. Fish and Wildlife Service for the Lower
Snake River Compensation Plan hatcheries. These agreements preclude the need for
congressional appropriations for these activitics, but increase Bonneville’s capital
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borrowing requirements. The Council recognizes this need and supports new borrowing
authority to increase the efficiency and reliability of the FCRPS and minimize system
impacts on fish and wildlife.

The electricity crisis has also highlighted the importance of vigorous and
sustained energy conservation efforts in the Northwest. Unfortunately, during the 1990s,
Bonneville’s level of investment in conservation decreased substantially due to the
emerging competitive cloctricity market and financial uncentaintics. The consequences of
this change in policy have been exposed by the astoms}nngly high electricity pnoes that
we've experienced this past year. Accordingly, it is important that Bonneville regain its
leadership in assisting regional utilities and other customers to invest in cost-effective
conservation measures while recognizing the market realities of the evolving wholesale
power supply market. Additional borrowing authority will aliow Bonneville to stimulate
such investments throughout the Northwest.

The Council believes that increases in borrowing authority should be :
accompanied by 2 high leve] of accountability in the utilization of the funds. Because the
electric matcpayers of the region repay these investments, and becanse the transmission
system supports transactions by several non-federal entities, there is a need to ensure
adequate regional participation and oversight in the projects pursued. An open,
independent process should be established that identifies least-cost solutions and
prioritizes investments that result in a completion schedule of projects. The results of
suchapmccssshouldbcmcludadeonncvﬂle sannua!budgetsubmzttal foran
additional level of accountability. The Council is available 1o participate in such a
process in any way deemed appropriate by the regional entitics.

Thank you for your attention to his matter, and please do not hesitate to contact
me if you have any questions or comments.

Sincerely,

Identical letter sent to: The Honorable Spencer Abraham, Sccretary of Energy
Members of the Northwest congressional delegation
House and Senate Committees on Appropriations



STATE OF WASHINGTON

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

1300 S. Evergreen Park Dr. S.W., £.O. Box 47250 + Olympia, Washington 98504-7250 -
(360) 664-1160 » TTY {360) 586-8203

: RECEIVED BY BPA
July 11, 2001 "D ’i‘ 387\353‘* 3
FES 2 N o
The Honorable Spencer Abraham, Secretary | RECTIFT DATE o
Department of Energy _ 7 ’ / (ﬂ & { o 2 %
Forrestal Building DUE DATE: = i
1000 Independence Ave. SW ' S 5 g oy
Washington D.C. 20585 INFO ONLY gv >
: , ' o>
Dear Secretary Abraham: gg ;3 g
e Y
‘We writé to express our support for the Bonneville Power Administration’s (BPA) 8 §
request for an increase to its borrowing authority from the U.S. Treasury. BPA estimates g2
that infrastructure projects necessary to improve transmission capability and hydropower )
efficiency will require approximately $2 billion in additional borrowing authority. ,-;
-

BPA is a integral and essential part of both the generation and the transmission
infrastructure in the Northwest. [t owns and operates about 75 percent of the high voltage
transmission in our region. Those transmission facilities are currently operating at or
near capacity levels. Additional transmission capacity is heeded to allow for the
mtegtatxon of new electricity generation facilities that are being proposed to meet
growmg demand in Washington and tluoughout the Northwest. BPA needs to make
increased capital investments soon not only to integrate this new generation, but also to.
preserve the reliability of the existing transmussxon system.

The Federal Columbia River Power System (FCRPS) contributes about 40 percent of the
region’s firm electricity generation. Many of these hydroelectnc facilities are 40 years or
more old and need updates and 1mprovemeats to maximize their efﬁmency BPA informs
us'that with increased investment in these facilities it will be possible to increase
generation capability by as much as 300 aMW. These investments are cost-effective --
they will return more than the cost of capital — and would contribute importantly to the
region’s need for new generating capability.

In March of this year, the Federal Energy Regulatory Commission (FERC) identified
infrastructure enhancements in transmission and hydropower efficiency as critical to

SwilD¥en . : ‘a’



Secretary Abraham
July 11, 2001
Page 2 of 2

meeting the growing power needs of the West.! We believe that BPA’s request for
additional borrowing authority will permit it to undertake projects that address the
problem FERC has identified. Given the recent unprecedented upward pressure on BPA
rates caused by runaway prices in the wholesale power market, we are concerned that

- needed infrastructure investments may not happcn in a timely manner without this
additional borrowmg authority.

‘We urge your support of the additional borrowing authority requested by BPA. Thank
you very much for you help and attention. o

Rxchard emstad Commissioner
Washipgipn Utilities and Transpostation Commission

z

atrick Oshie, Commissio _
“Washington Utilities and portation Commission
cc: v/Stephen 3. Wright, Acting Administrator, BPA
The Honorable Senator Patty Murray
‘The Honorable Senator Maria Cantwell
‘The Honorable Representative Jay Incles
‘The Honorable Representative Rick Larsen
‘The Honorable Representative Brian Baird
The Honorable Representative Doc Hastings
The Honorable Representative George R. Nethercutt, Jr.
The Honorable Representative Norman D. Dicks
‘The Honorable Representative Jim McDermott
The Honorable Representative Jennifer Dunn
The Honorable Representative Adam Smith

Y Order Removing Obstacles to Increased Electric Generation and Natural Gas Supply in the Western
United Stales and Reguesting Comments on Further Actions to Increase Energy Supply and Decrease
Energy Consumption. Docket #EL01-47-000. Federal Energy Regulatory Commission. March 14, 2001.
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RECEIPT DATE: 0/
July 16, 2001 ' "DUE DATE:
- INFO ONLY
The Honorable Robert C. Byrd '
Chairman Interior Subcommittee INFO ONLY: XKR-7C .
Senate Committee on Appropriations cce: A-7,D-7, KN/Wash, KR-7, L-7, P-6, PG-5,
SH 123 Hart Senate Office Building KE-4, DF-2, T/Ditt2, Cindy Custer-KR/WSGL
Washington, D.C. 20510-6033 Anne Morrow KE:- 70

Dear Mr. Chairman:

I am writing in support of the Bonneville Power Administration’s request for an
additional $2 billion in borrowing authority from the U.S. Treasury. The additional
authority is needed for critical investments in the Northwest’s high-voltage transmission
system and hydroelectric facilities.

Bonneville owns and operates about 75 percent of the Northwest’s high-voltage
transmission. Its system is now at or near capacity. As aresult, the system cannot carry
all the electricity generated from new power plants coming on line. Bonneville must .

. make substantial investments in new transmission capacity to ensure the continued
reliability of the Northwest power system.

Also, Bonneville supplies about 40 percent of the electricity used in the Northwest. Most
of that supply comes from hydroelectric facilities — many of which are old and need
improvements to achieve full efficiency. With added borrowing authority, Bonneville
canupgradcthwefacxhucsandmcmsesupplybyanamounteqmvalentto the output of
a new power plant. In a power-short region, these are needec_l, un;qlx investments.

urge you to support Bonneviliefs request.
Thank you for your consideration of this matter.

Sincerely,

7z

Joht A. Kitzhaber, M.D.

Oregon Delegation
Steve Wright,:Acting Administrator, Bonneville Power Admibistration

STATE CAPITOL, SALEM 97301-4047 (503) 378-3111 FAX (503) 378-4863 TTY (503) 378-4859
WWW.GOVERNOR.STATE.OR.US
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July 17,2001 FOONLY -

INFO ONLY: A-7,D-7, KN/Wash, L-7,
P-6, PG-5, KE-4, DF-2, T/Ditt2,
Cindy CustervKRIWSGL

Robert C. Byrd '
Chairmay, Senate Committee on Appropristi
311 Hart Senate Office Building
‘Washington, DC 20510

Chaioman Byrd:

As you know, the Bonneville Power Admini onﬂBPA)hassoughtbﬂbﬂhon
increase in borrowing anthority to primarily finance transmission expansion projects in
the Pacific Northwest, The current langu emtheBam'gyandWaterAppropdationabin
authorized $2 billion, but makes spending subject to anapal appropriation. Ivrge you to
support in conference language approved the Energy and Water subcommittes that does
not condition bonding authority on the appropmﬁms process,

I belicve that the Northwest, like many p
transmission, Much of that is attributable

of the country, has under-invested in )
uncertainty over industry struchwre and cost

recovery. Much is also attribytable to a of generation and transmission capacity
along the West Coast. Thaproblmoftbelastyearhavemadeusmxtelyawareoﬂhe
need for sybstantial investment in gen andtmnsmiasionbypubhouulmes,private
utilities, independent power producers, and Bonneville.
The principal difficuity with an asoual appropriations process is that it prevents
investments in capital intensive, lopg-lead me transmission projects. Substantial
mvesmenmmneededxmmedtatelyto address congested paths in Puget Sound. We
have been sybject to & number of tranamis nanmhnemthmmmatpmvmmu
access to power from Boundary dam. Invedtorowneduﬁhuesmtbenorthwasthave
faced the same problem — the “west of problem ~ bringing in power from .
generation they owh in Montana and Wy Northrwest congestion greatly impairs
our.ghility to agsist California in summeér, and vice versa in'winter. In addition to relief
of congested paths, Bonneville must add ion capacity to support new genexating
projects being built in the region. Webeﬁwethawecannotwaitforthefomauonofa
FERC-jurisdictional Regmna.l transmission to decide on 2 perfect expansion
plan.

e

" 700 Fifth Averue, Suite 3300, Seartle, WA 98104-5031
Tel: (206) 684-3000, TDD: (206) 684-3225, Fax: (206) 625-3709

An equal employment oppartonify, sﬁmﬁwauwemdwmmmmpwpkm&sabﬁﬁamdedmm
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Chairman Robert C. Byrd

Tuly 17, 2001

Page?2

1 do share the concern of Northwest i owned utilities that BPA investments
address top pridrity problems'in a cost~ ctive manner. They should focus on

interconnecting generation and resolving in projects that are not likely
candidate investments for other parties, Altechnical review committes can provuie
.gmdanceontheseissnestotheAdmmmt#or .

I'd like to reiterate my support for an energy and water appropriations bill that includes
&bﬂﬁminina-casedBPAbormwing ity, not subject to anthorizations on an

aunual basis. Iwonld be delighted to any questions you have on this issue.

Suycrmtendent
JH:smb

cc:  Seoator Patty Murray
Senator Maria Cantwell
Repmsentauve Jay Insles
Representative Rick Larsen
Brian Baird

Representative Dog Hastings

_ Representative George Nethercutt
Representative Nomman Dicks
Representative Jina McDemmott
Representative Jennifer Dunn
Rapresentative Adam Smith

1%,

S ——— ST — WA, W™ W ‘o

700 Fifth Avenue, ma&m&wﬁ:ﬁ'ﬂw
Teb: 625-3000, TTY/TDD:
Mmmmmmmmr«mmmmm@mm



“‘Robert P. Gannon
Chairman of the Board,
CED and President

eMontana Power Company

July 12, 2001

Chairman Robert C, Byrd

Senate Committee on Appropriations
311 Senate Hart Office Building
Washington, DC 20510

1 am writing to express Montana Power Company’s support for increasing the borrowing
authority of the Bonneville Power Administration (BPA) to facilitate the construction of
additional electric transmission facilities. This funding is critically important to improve
the capacity and reliability of BPA’s transmission system for the benefit of consumers
throughout the Pacific Northwest.

I am pleased that BPA has recently agreed to form a review committee with its
trans:mssxonmstomerstoasurethattransmxssmn:mprovcmcnts are prioritized so as to
provide the most cost-effective and reliable service for the region. Montana Power will
gladly participate in the important work to be undertaken by this review committee. It
would be appmpnate for language supporting the formation of this committee to be
included in your Committee report.

Montana Power has been, and continues to be, concerned about BPA’s program to install
fiber optic cable far in excess of BPA’s legitimate operational requirements. I encourage
the Commiﬂeetocateﬁ:ﬂymviewanyaddiﬁqnalfmdingthatBPAmayrequestforﬂﬁs
purpose.

If you or your staff have any questions about Montana Power’s support for additional
BPA borrowing authority, please contact Bill Pascoe, Montana Power’s Vice President,

Energy Supply at (406) 497-4212.

40 East Broadway Street » Butte, Montana 59701-9394
Telephone: 406-497-2403 « Facsimile: 405-497-2150 » e-maik: rgannon@mipower.com



CC:

Senator Conrad Bums '
Senator Max Baucus ¥

Representative Dennis Rehberg

Governor Judy Martz

Senator Ted Stevens

Scnator Pete Domenici |
Senator Patty Murray

Senator Larry Craig

Representative Sonny Callahan
Representative Peter Visclosky .

Secretary Spencer Abraham

Stephen Wright — Acting Administrator, BPA
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Public Power Couneil
1500 NE Irving. Sulie 200 '
Portland, Oregon §7232

(503) 232-2427
October 15, 2001 FAX (503) 238-5950

Mitchell E. Daniels, Jr.

Director

Office of Management and Budgct
725 17" Strect NW .
Washington, D.C. 20503

Dear Mr Daniels:

On behalf of the 114 Northwest consumer-owned utilities that arc members
of the Public Powcr Council (PPC), I am writing to express our support for
increasing by $2 billion the amount of funding that Bonneville Power
Administration (BPA) may borrow from Treasury. FPC supports this increase for
three reasons:

1. The region’s transmission system, 75% of which is owned by BPA, is
now heavily constrained, and the problem will worsen unless dramatic steps are
taken soon. BPA has not made substantial upgrades to its transmission facilities
for well over a decade despite rapid growth in the Northwest. Considerable
amounts of new generation are planned for the Northwest. While new generation
will benefit all 11 western states, it must be connected to a reliable transmission
grid. Building and maintaining the needed transmission infrastructure requires
BPA to make significant capital investments. BPA’s current borrowing authority

‘is insufficient to fund the needed investments. (We are aware that the
Administration is considering conditioning BPA's borrowing authority for
trarismission upon solicitation of third-party partners. We urge you to ensure that
any third-party financing or ownership be available to all potential participants,
including consumer-owned utilities, and that participants be selected on the basis
of lowest bid so that we do not “bid-up” the cost of regional transmission assets.)

2. From the 29 federal hydroelectric projects, BPA markcts nearly half of
the clectricity consumed in the Northwest. The energy available from these
projects declined during the 1990s due to deferred maintenance, and it is time to
restore the full capability of the hydro system. Restoring this capability will
provide more energy to the western energy market at a cost below that of
constructing new generation, and will provide additional capacity needed to keep
the lights (and hieat) on in the event of an “Arctic Express” cold weather event.
BPA'’s current borrowing authority is insufficient to fund the needed investments.

1

Rapennnting Consumer-Dwnod Utilities in the Pacthe Noliwns) .
1 qHOwd . BER83BEZERS Al TIODNMOD _INOA IITTHENd *HONA £E1:PY 1@-851-L00
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3. BPA has commitied to a significant conservation cffort 10 help meet jts
existing resource shortfall. We expect BPA to use capital for conservation only
when necessary to ensure that cost-effective conservation investments take place,
limited to those investment costs customers and utilities are unable to make on
their own, and with the assurance that the investment creates an actual reduction in
BPA’s nced to make power purchases. BPA’s current borrowing anthority is
insufficient to make these investments.

These investment projects are complex, and involve Jong-term planning,
uccess to capital and a long-term funding commitment. BPA likely will exhaust its
current borrowing authority, which was last increased in 1984, as early as 2003,
BPA., in concert with the region, must plan now to meet the needs of the fisture. It
cannot do so in a prudent or business-like manner without a stable source of
capital. We urge you to support BPA’s request within the Administration and

hefore Congress.

Sincerely,

2
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Financial Choices closeout

BPA Talking Points
Nov. 22, 2002

On Nov. 22, BPA Administrator Steve Wright completed BPA’s Financial Choices dialogue with
the region by announcing his decisions on how the agency will address its revenue shortfall
during the current rate period. For more information, call Chuck Maichel at (503) 230-7496.

Background

In July 2002, BPA initiated a Financial Choices public process to solicit comments and
recommendations on ways in which the agency should resolve a projected $860 million revenue
shortfall (which had grown to $1.2 billion by October) during the current rate period (through FY
2006). To help the discussion, BPA outlined several approaches to closing the revenue deficit
that ranged from raising rates to cutting costs, to reducing Treasury payment probability, to using
cash management tools to push costs into the future.

As part of the public process, BPA sponsored a series of public meetings and workshops during
August and September. A primary goal of the public meetings was to have customers, interest
groups and others enter into a dialogue with each other over values. The workshops provided the
opportunity for interested parties to delve more deeply into the details of the current BPA
financial situation. By the time the process ended, BPA had received thousands of comments
from organizations and individuals.

On Nov. 14, Administrator Steve Wright outlined the agency’s cost management effort for the
balance of the rate period. Talking points, revised on Nov. 15, explain that effort. After those
“highly probable” reductions and the impact of the financial-based cost recovery adjustment
clause for FY 2003-2006 are taken into consideration, the agency still faces a projected revenue
shortfall of about $500 million. How that gap is to be closed is explained in these talking points.

Messages

e The message BPA received during the Financial Choices process is that the state of the
regional economy requires that BPA emphasize cost reductions as the best way to help
the agency solve its revenue shortfall and to continue to provide benefits to the region.

s BPA has reduced internal operating costs covered by power rates to below FY 2001
actual spending levels with no allowance for inflation.



e Despite the expense reductions taken and the projected effect of the financial-based cost
recovery adjustment clause (FB CRAC) rate adjustments for FY 2004-2006, the agency
still forecasts a shortfall of about $500 million over the remainder of the rate period. The
magnitude of the shortfall is most significantly affected by the revenue BPA earns from
net secondary power sales. Because these revenues are based on water and market price
conditions, which are volatile, they represent significant uncertainty.

e Inexcess of $500 million of potential expense reductions, expense deferrals and other
actions are under discussion. The largest possibilities are in the areas of the
public/investor-owned utility litigation, and fish and wildlife programs.

e The call on whether the safety net CRAC (SN CRAC) will trigger in FY 2003 is very
close. The administrator has decided to wait until more information about this winter’s
water situation and about secondary power prices is available before making a decision.
That decision will come after the first of the year. ‘

Questions and answers

FINANCIAL GAP

1. What is the financial gap that BPA is talking about closing?

Because of lower-than-expected revenue from secondary power sales in FY 2002 and the
continuing effects of the FY 2001 drought, the Power Business Line is experiencing a gap
between its total FY 2002-2006 revenues and expenses. In May of this year, that gap was
projected to be $860 million dollars for the FY 2002-2006 rate period. As of October, the gap
was expected to be about $1.2 billion.

2. Why has the gap grown?

Several things changed after the May 2002 forecast — market prices for secondary energy
dropped in FY 2002 and have remained low; the hydro energy forecast was updated for FY
2002-2006; and the agency acknowledged that it will have to recognize some payments due to
the agency as bad debts (that is, as possibly uncollectible).

RATES

3. Why have BPA’s rates increased?

BPA implemented a 46 percent wholesale power rate increase in October 2001 that, with an
adjustment six months later, resulted in an average of 43 percent for the year. The increase
was driven primarily by major increases in public benefits to the region.



e BPA had to augment its power supply, which meant buying power in the market when the
cost of power was very high, to meet firm customer requirements that exceed our firm
resources. Two years ago, we responded to regional demands for power and committed to
provide approximately 3,000 average megawatts more than our firm resource base could
produce. While BPA’s costs for augmentation are reasonable — averaging $35 per
megawatt-hour — the sheer volume added significant costs.

e Payments to investor-owned utilities for their residential and small-farm customers
increased from $70 million a year in FY 2001 to about $400 million a year currently. That
reduced the need for rate increases in some IOU service areas but adds over $2 billion to
BPA expenditures that must be collected from rates over the five-year rate period.

e BPA increased its spending for fish recovery by nearly $100 million a year over pre-2002
levels.

e BPA increased its spending on conservation and renewable resources, much of which
supported system augmentation needs.

e The agency initiated programs to assure planned availability, high reliability and safety
for the hydro system and for Columbia Generating Station, which increased costs over
initial forecasts.

While costs were going up, revenues were decreasing. Power markets provided lower-than-
projected net secondary (surplus power sales) revenues. When we completed the rate case in
June 2001, we expected FY 2002’s secondary power prices to average around $55 a
megawatt-hour, a conservative estimate at the time, but market prices have continued to drop.
They averaged about $24 per megawatt-hour for FY 2002. The agency also began FY 2002
with less water than usual. Refilling Canadian storage after the drought of FY 2001 and the
dry fall in FY 2002 caused a loss of generation, which further reduced secondary power
revenues.

What is the overall effect of the cost cuts on rates?

The agency has two general categories of cost cuts — the highly probable and the still under
discussion. The highly probable cuts have helped BPA avoid triggering the SN CRAC for
now. The still-under-discussion reductions could affect a specific CRAC depending on
whether it is an expense reduction, a deferral or other action.

So a safety net CRAC is still a possibility?

Yes. We are continuing to aggressively pursue cost reductions that could help the agency
close its revenue gap, but the most significant near-term factor is the amount of revenue the
agency can realize on the secondary power market. The agency currently has slightly greater
than a 50 percent probability of making all payments in FY 2003 assuming we have an



average water year and sell our secondary power for an average price of about $30 per
megawatt-hour. Less water or lower prices could easily bring us under the 50 percent trigger.

We will continue to pursue cost cuts and monitor the water situation and market prices.
Snowpack and runoff projections will be available in January so we plan to assess our
Treasury payment probability for FY 2003 after that information is available.

6. Does this mean rates will not go up any time between now and the end of FY 2006?

No. At the very least there will be seasonal fluctuations in the load-based cost recovery
adjustment clause. For example, the LB CRAC adjustment is forecast to increase 8 percentage
points in April 2003 over the adjustment currently in effect. Total rates in April are expected
to be about 50 percent above the May 2000 base and will be made up of a 39 percent LB
CRAC and an 11 percent FB CRAC. Variability will continue for the different LB CRAC
periods because the LB CRAC tends to be higher in the spring/summer period compared to
fall/winter.

SECONDARY POWER SALES REVENUES

7. Why is the secondary power market so important?

The crucial difference from the rate case was the much-lower-than-expected price for
secondary power in FY 2002. We used what was then (when prices averaged over $200 per
megawatt-hour) considered to be a very conservative estimate of $55/MWh for FY 2002 in
the rate case, but prices ultimately averaged $24/MWh for the year.

Our net revenue forecast for FY 2003-2006 assumes that wholesale prices will go up over the

rest of the rate period compared to what we received last year and that we will have an

average water year. This makes our financial condition heavily dependent on the price of

energy and on water conditions. These forecasts are based on the best available information
“and analysis, but, as with any forecast, there is much uncertainty.

COST REDUCTIONS

8. What is the current total cost reduction for the PBL over the rest of the rate period?

At the moment, BPA has identified about $350 million in cost reductions over the FY 2003-
2006 period. This is made up of approximately $220 million in expense reductions, $72
million in potential expense deferrals and about $56 million in free ups of Energy Northwest
(ENW) reserve funds.



9. Where are the FY 2003-2006 reductions coming from?

Internal operating reductions account for $136 million of the total — $107 million from the
PBL and $29 million from Shared Services and Corporate costs assigned to the PBL. That
brings those internal operating costs down to less than FY 2001 actuals with no allowance for

inflation.

This has been accomplished by freezing almost all outside hires and significantly reducing
travel, training, retention allowances, employee rewards, contract employees, consultant
contracts, market research, research and development and other costs. For a limited time, BPA
is offering employees incentives to separate from BPA and to take early retirement.

Energy Northwest has reduced its expense forecast by $15 million and, in addition, is
deferring costs out of this rate period by delaying the condenser tube replacement project
indefinitely and modifying its fuel procurement strategy to use the fuel it currently has in stock
and to replenish the supply in ENW’s 2007-2009 fiscal years. BPA intends to restructure the
Performance Incentive Fee Program with ENW so that payments come out of cost reductions
below the expense target. We will continue to work with ENW, through benchmarking and
other activities, to seek additional cost reductions consistent with safe and reliable operation
of the Columbia Generating Station.

While we are committed to a sustainable energy efficiency future, we think we can meet the
Northwest Power Planning Council’s target for conservation acquisition at a reduced spending
level. In fact, we think we can hit that target at about half our earlier projected costs. We will
be reducing our research and development efforts in areas such as the Energy Web where we
have eliminated planned spending increases. We will continue to sustain renewable power
generation development by concentrating more on facilitating purchases by others rather than
on a BPA-only acquisition program.

10. Are further reductions possible?

Yes. But BPA has much less control over the remaining potential reductions. Areas for further
exploration include reducing benefits paid to investor-owned utilities for their residential and
small-farm customers, which requires the agreement of the utilities receiving the benefits as
well as public utility commissions; reductions through enhancing the cost effectiveness of fish
and wildlife programs, which BPA is exploring in partnership with other federal agencies, the
Northwest Power Planning Council and the public; and potential changes in higher-priced
energy purchase contracts.

We are also looking at ways to operate the Federal Columbia River Power System and
manage the direct fish program more efficiently and at less cost.

11. How much do you hope to save from these further reductions?

In excess of $500 million if all of them work out.



12. How close are you to closing the PBL’s net revenue gap?

With the reductions that are highly probable, the gap of $1.2 billion has been reduced to about
$900 million. The reduction came from $220 million in expense reductions and $72 million in
expense deferrals. The $56 million in other actions does not reduce the power net revenue
gap; it is a tool to help make our Treasury payment.

With the maximum financial-based CRAC adjustments for FY 2004-2006 of about $330
million added to the reductions, the expected gap should be down to the $500 million
neighborhood. The still-under-discussion items are mostly rate-specific or cash-specific items
that will not close the revenue gap.

13. What is the effect of all these reductions, the highly probable and those still under
discussion, on current rates?

After April 2003 we expect the load-based CRAC adjustment to go down from current levels
for the remaining rate period as power purchase contracts expire. It will, however, still have
seasonal fluctuations. We expect the financial-based CRAC adjustments to remain at their
annual maximums if expenditures are not further reduced and if an SN CRAC is not triggered.

14. Why didn’t the Power Business Line reduce staff extensively to save costs?

During the mid-1990s, the agency aggressively used voluntary separation incentives and early
retirement offers to reduce staff. By FY 1999, the PBL had reduced its staff by almost 30
percent over 1994 levels. The PBL staff grew by 4.5 percent between its low in FY 1999/2000
and FY 2002 in response to the PBL’s more complex work and the need to train new
employees to assume the positions of employees who will be retiring soon. The expectation is
that the business line staffing will gradually decline over the next few years as people retire.

The agency is currently offering incentives to encourage employees to retire by the end of this
calendar year. The only way to radically reduce staffing in a federal organization is to conduct
a reduction in force. That is a cumbersome process that would not produce any reduced
staffing numbers for at least a year and, because of its chaotic nature, would leave the
organization much weaker than it can stand to be to meet the current challenges.

15. Why do BPA’s internal operating costs have offsetting revenues?

The PBL Efficiencies Program is a good example of how this works. The program began in
FY 1999 in response to the Cost Review to improve overall efficiencies to maximize
performance. Components of the program include, among other programs, the Near Real
Time Optimization project to develop computer tools to evaluate the distribution of generation

- over the federal hydro system within each hour and the Columbia Vista software to make
more efficient use of water. Each of these programs can increase the revenue generated from
the hydro system. These are just some examples of how internal costs can be viewed as
investments that show a return.



16. What is the result, so far, of the Financial Choices review of BPA’s fish and wildlife
program budget?

BPA'’s Division of Fish and Wildlife has undertaken a review of how we conduct business as
we implement our obligations to the region’s fish and wildlife resources under the Northwest
Power Act, the Endangered Species Act and other applicable laws. It is clear that the region
can significantly improve the effectiveness of the Integrated Program. With BPA confronting
one of the most significant financial challenges in its history, our need to act on these
improvements has taken on an even greater sense of urgency. BPA’s financial situation also
places on us a requirement to look for ways to effectively manage the costs of fish and
wildlife investments without compromising the substance of our efforts.

Beginning with the FY 2003 start-of-year budget, BPA implemented the following changes:

¢ BPA is moving from obligation-based to accrual-based budgeting because the latter
provides much greater accuracy in estimating the costs that will actually be incurred
in a given fiscal year and results in more cost-effective implementation of programs.

* Funds will not be carried over to the next fiscal year unless they are specifically
justified on a case-by-case basis. If certain planned tasks are not performed within a
given year, for whatever reason (weather, lag time in hiring personnel, equipment
failure, National Environmental Policy Act delays and the like), the contractor should
not expect to receive these funds without additional review.

o If the accruals for a project exceed the amount budgeted for that year, then funds will
have to be taken from other projects to cover the added cost.

17. How will this affect the renewal process for fish and wildlife contracts?

Fish and wildlife contractors will be required to use the following standards when preparing
budgets for FY03 contract renewal:

Eliminate the 10 percent rule that enables "budget creep” above an approved
project budget.

Eliminate all “carry over” (contracted project balance). Set FY 2003 budgets
consistent with BPA decision document/Northwest Power Planning Council
recommendations, which are similar in most instances.

Eliminate the 3.4 percent cost of living adjustment (COLA) rule. For the interim
until we have an agreed upon SOY FY 2003 Budget, use the BPA FY 2002
contracted amount for FY 2003 rather than assuming any amount for a COLA.
Include a section in the statement of work (SOW) that explains/details the travel
and potential training costs in the budget. These must be directly connected to the
project proposal as submitted in the Provincial Review Process and as
recommended by the Council.

Travel must be associated with implementation of the project and clearly
explained in the SOW and detailed in the budget.



e Training must be essential for implementation of the project and specifically
identified in the project proposal. There must be a clear tie between the training
and the work described in the objectives and tasks.

e Conferences will not be paid for under BPA contracts. All conference attendance
and associated travel is to be covered by the contractor.

Scrutinize housing and equipment purchases to achieve scope of the project.
Extend the life cycle of equipment such as computers, printers, vehicles, boats,
etc. In other words, postpone replacement of this equipment as long as possible
without jeopardizing safety and/or project scope integrity.

o For additional information, see the BPA external Web site at
http://www.efw.bpa.gov/cgi-bin/FW/budgetandcontractrenewal_fy03.cgi

18. How are efficiencies in river operations being addressed?

In September and October 2002, the action agencies (BPA, the U.S. Army Corps of Engineers
and the Bureau of Reclamation) together with the National Marine Fisheries Service and the
U.S. Fish and Wildlife Service jointly reviewed configuration, spill and flow operations to see
whether modifications or changes could be made that would sustain or accelerate progress in
achieving hydro performance standards but potentially reduce hydrosystem operational costs.
Several alternatives that warranted further evaluation and discussion with the region were
identified. The NMFS Regional Forum teams will discuss these alternatives over the next
several months, with decisions in early 2003 on actions to be implemented. The alternatives
under discussion include:

e Accelerate installation of removable spillway weirs and behavior guidance systems at
Ice Harbor and Lower Monumental dams.

Accelerate installation of a forebay physical guidance device at The Dalles Dam.
Discontinue spill at Bonneville Dam to assist passage of Spring Creek hatchery release
in March.

Eliminate daytime spill testing at John Day Dam in the spring.

Test alternative levels of nighttime spill at John Day Dam in the spring.

Modify spill at Ice Harbor Dam to optimize tailrace egress.

Assess whether operations to maintain flows to benefit chum salmon should be
consistently maintained through emergence in low water years.

19. Why didn’t the agency use the funds it received from refinancing ENW bonds to cover
current operating costs and reduce the chance of a rate increase?

BPA has been implementing a two-part debt optimization plan. In the first part, BPA has
refinanced and extended the principal on some ENW bonds, resulting in lower ENW
payments. In the second part, BPA has paid off the same amount of Treasury debt (about
$190 million through FY 2001 and $266 million in FY 2002). The principal paid in advance
to Treasury is equal to the principal originally owed by ENW/BPA.



The intent of the debt optimization plan is to replenish the agency’s borrowing authority (by
reducing the amount of outstanding federal debt) while reducing the costs to regional
ratepayers of BPA’s debt portfolio without compromising BPA’s future financial viability. If
we break our agreement with ENW, we will jeopardize further refinancings — and these
possible future refinancings hold the promise of additional benefits for the region in the form
of cost savings and replenishment of BPA’s borrowing authority.

20. Why not tell the Treasury that the funds sent to retire Treasury bonds are actually an
early payment toward the agency’s FY 2003 Treasury payment?

Our current plan for FY 2003 is to pay the full scheduled amount of amortization (the
schedule is determined by repayment studies included in our Transmission and Power Rate
Proposal FERC filings), and additionally pay advance amortization equal to the amount of
ENW principal originally due in 2003 that is extended to future years. BPA believes this is
the fiscally prudent approach, one that has many benefits for the region.

There are several problems with proposing that we not pay our full scheduled amortization
payment but, rather, apply prior advance amortization payments to the scheduled payment.
The first is that some of the 2003 payment is due, that is, the appropriation or bond has a final
due date in FY 2003. Any such obligations must be repaid in FY 2003.

The second is that, while we have been and are still engaged in discussions with the Treasury
with the goal of understanding how it views these advance amortization payments, to date it
has stated it “would not favor” allowing recognition of the advance payments in lieu of
paying the full scheduled amount of amortization in any year in light of the fact that we have
the option to defer payments. To plan on not making full payment without prior Treasury
concurrence poses considerable risk of political backlash to BPA.

The third is that, to the extent that the early amortization payments were made as part of the
debt optimization program, it violates the principle and prudent financial policy of not
increasing the overall amount of debt outstanding due to the debt optimization program. BPA
follows a principle of increasing its debt only to pay for increases in its assets.

21. What is the effect of settling the $200 million public/IOU litigation?

BPA can do very little to influence the settlement of the IOU litigation at this time. Puget
Sound and PacifiCorp are the two principal IOU parties involved in the dispute. A resolution
between the publics and these two utilities would need to take place before BPA can
recognize these cost reductions. In the event the $200 million were eliminated, the result
would be a reduction in the LB CRAC of approximately 5 percent from FY 2002 average
rates.

22. What can we do to reduce our exposure to high-priced power contracts?

Early on, we canceled the contracts that we were legally able to. The agency also has asked
the Federal Energy Regulatory Commission to continue its investigation of market



manipulation-and to, if it finds entities have engaged in manipulative practices, impose
appropriate remedies such as termination of contracts. We are also in direct discussion with
the companies with whom we have the contracts.

“CASH TOOLS,” DEFERRALS AND OTHER RISK MANAGEMENT TECHNIQUES

23. What are “cash tools’’ and how do they affect net revenue?

The term cash tools has a variety of meanings. Generally, cash tools don’t affect revenue or
expenses but do affect BPA’s liquidity. If they don’t affect revenue or expenses, they don’t
close the net revenue gap. They can, however, help BPA make its Treasury payment and meet
its other financial obligations. Generally, cash tools merely postpone costs, shifting themto a
later year or to subsequent rate periods. We do not believe it is prudent to plan to shift costs
into the future. We plan to keep the additional cash tools we have available for use on a real-
time basis in case of unforeseen adverse circumstances.

24. Could deferring expenses potentially increase rates in the post-2006 period?

To the extent we defer costs to the next rate period, our rates in that period will be higher than
they otherwise would be. We are being careful to limit how much we are deferring to the post-
2006 period. It is a matter of balancing what we think will be reduced expenses and increased

revenues in that period with a certain amount of costs from the current period. We really don’t
want to shift operating expenses into the future; that is not a prudent business practice.

10



August 20, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U.S. Department of Energy, May,
2002). ‘

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third-party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals. Each year, the ITRC
evaluates and works to prioritize BPA’s proposed improvement projects in a manner that
will provide the most cost-effective, reliable service for the region’s consumers.
Guidelines for the review were defined in the “Agreement for Annual Review of Major
BPA Transmission Investments” dated July 18, 2001 and with a update added on
January 15, 2002 (attached). The committee draws on individuals who are also members
of the Northwest Power Pool (NWPP) Transmission Planning Committee (TPC) and the
Operating Committee (OC). The committee’s review is one of several reviews for BPA’s
proposals. BPA participates in the committee’s work by submitting a report on proposed
transmission investments and by facilitating the committee’s review of those proposals.
BPA does not vote on the committee’s findings and does not finance the work of the
ITRC.
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Borrowing Authority

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step was BPA
securing additional borrowing authority. The additional borrowing authority was not
approved last year. Unless additional borrowing authority is approved this fall some
needed projects will be delayed, putting reliability at risk and inhibiting construction of
new generation. The resulting congestion and reduced capacity margins will lead to
higher prices and increased market volatility.

Projects G10-G14

Attached is the second annual report on the transmission infrastructure proposal that
contains BPA’s conclusions and recommendations to the review committee. The report
addresses four additional projects. The committee supports BPA’s findings as
summarized below:

Project G10 (Portland Area Additions) is high priority and should be implemented
as soon as possible.

Project G11 (South Seattle Transformer) will be submitted for future review.

Project G12 (Olympic Peninsula Reinforcement) is also important. The need
date to prevent area problems for first contingency (N-1) outages is later than
initially estimated based on the most recent load forecasts. Planned and
controlled loss of area load is permitted under the NERC/WECC Planning
Standards for the exposure to double contingency (N-2) and bus outages provided
that system cascading does not result. Opportunities for non-transmission
alternatives are being pursued in parallel with the proposed transmission fix.

Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the
WECC Regional Planning Process this year in expectation that it will be ready to
be considered by the ITRC in 2003.

Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by
BPA.

Some members of the ITRC believe that projects G12 and G13 should be accelerated.

Additional Comments

Projects reviewed in prior years will not be extensively re-reviewed unless
circumstances have changed significantly. The projects are subjected to other
technical reviews (i.e., TPC, NRTA, WECC) as appropriate. BPA should provide
status reports to the ITRC.

Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts
of sufficient duration and with appropriate credit provisions before proceeding
with construction.
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BPA is requested to continue conducting annual reviews to evaluate and prioritize
proposed major transmission projects in a manner that will provide the most cost-
effective, reliable service for the region’s consumers.

Ken Morris John Martinsen Wayman Robinett
PacifiCorp Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples Ronald Schellberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company

cC
Infrastructure Technical Review Committee
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Report to the Infrastructure Technical Review Committee
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1.1 Backggound

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of

~ these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with transmission in the region are manifested in several ways:

* Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Continued resolution of the Western energy crisis requires development of new
generating resources. The vast majority of proposed Northwest resources cannot
obtain firm transmission service, or be integrated, without additional Bulk
Transmission. ,

e [t is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few Bulk Transmission lines were
added in the past 15 years.

e It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet statutory, treaty and contractual obligations and comply with national -
and regional standards that ensure a reliable power system'.

As the operator of three-quarters of the Bulk Transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
. ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

e Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
e National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. BPA conclusions and recommendations given on the following pages.



1.2 Projects Reviewed in 2002

There continues to be a compelling and immediate need to complete the projects
reviewed in 2001 and to further upgrade portions of the Northwest Bulk Transmission
grid. Solutions proposed by BPA in coordination with others address the identified
problems. Detailed descriptions are given in Appendix C together with the economic

analyses in Appendix D.

Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

Project G11 (South Seattle Transformer) is not addressed at this time and will be
submitted for future ITRC review.

Project G12 (Olympic Peninsula Reinforcement) is also important. The need date to
prevent area problems for first contingency (N-1) outages is later than initially
estimated based on the most recent load forecasts. Planned curtailment of area load is
permitted under the NERC/WECC Planning Standards for the exposure to double
contingency (N-2) and bus outages provided that system cascading does not result.
Opportunities for non-transmission alternatives are being pursued in parallel with the
continued review of the proposed transmission fix. '

Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA will complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE and PacifiCorp is required in relation to
their respective transmission and generation expansion plans.

The benefits of project G14 are not clear given proposed I5 generation development
and potential higher costs to route around the Columbia Gorge Scenic Area. BPA
will bring these projects forward to the committee for consideration in 2003 after
further examination of alternatives and need.

Table 1. 2002 Recommended Projects

Capital Cost | Energization Capacity
Project (loaded) Date Added
($M) MW
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total 35
Table 2. Drivers for 2002 Recommended Projects
Load Entitlement | Generation Transfers Reliability 0O&M BiOp
Service Retum Integration Savings
G10 X X
G12 X X




1.3 Projects Reviewed in 2001

e Projects evaluated in previous years should continue on the revised timetable
proposed by BPA. BPA will continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

e In accordance with provisions in the January 15, 2002 guidelines® BPA provided a
status report on projects that were reviewed last year. There were no significant
changes in circumstances that necessitated any of these projects be returned to the
committee for a full review.

e Section 1.5 provides a status report on these projects G1-G9.

1.4 Rate and Budgetary Impacts

As started earlier, there continues to be a compelling and immediate need to continue to
upgrade portions of the Northwest Bulk Transmission grid and capital to meet that need.

* Figure 1 illustrates the historical and projected transmission capital requirements
forecasted by BPA over a ten-year planning horizon. The capital outlay from 2001
and beyond, including the infrastructure proposals, is well above BPA’s remaining
borrowing authority. Accordingly, the need still remains to increase BPA’s
borrowing authority for transmission by at least $1 billion in order to ensure that
sufficient financial resources are available.

¢ BPA will continue to puréue and evaluate third-party financing opportunities for
major new transmission projects.

® Preliminary analysis for the individual projects show that in some cases the cost will
be fully recovered by increased usage and may put downward pressure on rates.
Other projects that are driven by reliability needs may put upward pressure on rates.
Details on the economic analysis are given in Appendix D. This report is not
intended to be a rate projection.

e Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts of
sufficient duration and with appropriate credit provisions before proceeding with
construction.

e Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned and in
some cases committed to transmission additions, and maximum benefits will be
achieved through coordinated development.

Future reviews will be conducted annually to evaluate and prioritize BPA proposed major
transmission projects in a manner that will provide the most cost-effective, reliable
service for the region’s consumers.



1.5 Status of Projects Reviewed in 2001

Projects G1-G9 reviewed in 2001 remain in the construction program but in some cases
with revised energization dates, or subject to commitments from proposed generation
plants. A brief status statement follows on each of these projects:

G1 Puget Sound Area Additions (Kangley — Echo Lake 500 kV Line)

The energization date for this project has set back one year to Fall 2003 to allow a full
analysis of alternatives through the environmental process. Based on approval by WECC
the outage of the Raver — Echo Lake and Schultz — Echo Lake lines on common rights of
way has been granted an exception from two-line outage requirements and reclassified as
NERC/WECC Category D (exploratory). The Snoking 500/230 kV transformer
energization has also been delayed by one year to Fall 2003.

G2 North of Hanford (Schultz — Wautoma 500 kV Line and Wautoma Substation)
This project is proceeding forward on the Fall 2004 schedule with no change in status.

G3 McNary — John Day 500 kV Line

This project is proceeding forward on the Fall 2004 schedule with financial commitments
having been received from generation projects for preliminary design and environmental
work.

G4 Lower Monumental — Starbuck 500 kV Line

Need for this project is presently uncertain due to delay of the Starbuck generation
project. Continuation of this project will depend on resumed development of this site and
agreements for financing of the transmission project.

GS Smiths Harbor — McNary 500 kV Line

Work is proceeding on plans for construction of the substation at Smiths Harbor based on
commitments from the Smiths Harbor generation project. Need for the transmission
project depends on plans to move forward with the Starbuck generation project or other
generation in the area.

G6 Schultz Series Capacitors
This project is proceeding ahead for completion in Fall 2003 per the original schedule.

G7 Celilo Modernization :
Work is proceeding on this project with the expected energization revised from Fall 2003
to Summer 2004.

G8 Monroe — Echo Lake 500 kV Line
Non-transmission solutions are being reviewed by BPA as possible alternatives for this
project scheduled for Fall 2005.

G9 Bell — Coulee 500 kV Line
This project, which is intended to increase capacity across the West of Hatwai bottleneck,
is on schedule for Fall 2004 energization as reported in last year's report. Since that time,



agreement has been reached on additional Phase 1 facilities (many of which were
included on the list of potential Phase 2 projects in the 2001 Infrastructure Technical
Review Committee Report), which are presently planned for energization between 2003
and 2007. These facilities and modifications, which will be constructed/implemented by
the Avista Corporation, include the following:

Benewah-Shawnee 230 kV Line.

Dry Creek 230 kV Switching Station.

Beacon-Rathdrum Double Circuit 230 kV Line.

Increase operating limits on Hatwai-Lolo 230 kV Line.

Increase operating limits on Hatwai-North Lewiston 230 kV Line.
Increase operating limits on Dry Creek-North Lewiston 230 kV Line.
Install 230 kV shunt capacitors at Benewah (200 MVAR).

Install 230 kV shunt capacitors at Dry Creek (200 MVAR).

All of the facilities listed above will be taken through the WECC Regional Planning
Process. Since the Bell-Coulee 500 kV line has already been through the
process, it is expected that this will be an abbreviated process with comments
only for the additional facilities. Any additions or changes to the above list of
projects will be identified through the Regional Planning Process. The complete slate of
Phase I facilities reinforcing the West of Hatwai Path including the Coulee — Bell 500 kV
line will then be taken through the WECC Path Rating Process. Additional (West of
Hatwai Phase II) facilities, which may be necessary in the Northern Idaho / Western
Montana area will be identified in a follow up effort.

1.6 Glossary of Acronyms and Terms

BiOp Biological Opinion :
MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission —~ Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

1.7 References

[1] “NERC/WECC Planning Standards, Board of Trustees approved April 18, 2002.
[2] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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Wright, April E - KFF-2

From: Mitteistadt, Bill - TOM-PPQO2-2
Sent: Monday, June 24, 2002 8:56 AM
To: ‘Brattebo, Scott'; 'Carr, Geoff'; Carter, Lawrence D - TOP-PPQ2-2; 'Eden, Jim'; 'Elizeh,

Edison'; 'Goddard, Richard'; 'Groce, Ed'; Horvath, Julius G - TOP-PP0O2-2; 'Johnson, Don';
‘Juj, Hardev'; Keenan, Gerald - TOP-PP0O2-2; ‘Kinney, Scott'; Kosterev, Dmitry - TOM-PPO2-
2; Landauer, Marv - TOM-PP0O2-2; 'Leland, John'; 'Lu, Franklin'; '‘Martinsen, John'; 'Morris,
Ken'; 'Phillips, John'; Quinata, John F - TOE-PPO1-2; 'Reedy, Dana'; Rodrigues, Melvin -
TOP-PPO2-2; 'Rust, Jerry'; Rydell, Kendall - TOP-PPO2-2; 'Schellberg, Ron'; 'Seabrook, Joe';
Silverstein, Brian L - TOP-PPQ2-2; Stadler, Larry W - TOP-PPQ2-2; VanZandt, Vickie - TO-
DITT2; 'Waples, Scott’

Ce: Mittelstadt, Bill - TOM-PPQO2-2; Haner, John - TOM-PPQO2-2

Subject: ITRG Draft Report

Dear Technical Review Committee Participants

This year we conducted the second annual review of BPA's proposed transmission infrastructure
projects. BPA offered four projects for consideration. Based on your feedback, BPA recommends
that two of the projects be advanced: G10 (Portland Area Additions) for construction and G12
(Olympic Peninsula Reinforcement) for environmental review. The other two projects will be
brought forward again.

Attached please find a draft report based on the format from last year. It summarizes BPA's
proposals and our sense of the Committee views. We have tried to provide the additional information
you requested and incorporate your feedback. Please feel free to edit the documents and return
them to me. Depending on the response we can finalize the documents based on your edits, set up
a conference call if further discussion is warranted, or set up a another meeting in Portland if that's

what you want to do.
Our intention is to repeat the process with additional proposals next year.

| appreciate the time you have taken to provide critical feedback and | look forward to hearing from
you.

Regards
Bill

Villiam A Mittelstadt Cover Letter.doc  Report Draft.doc  Appendix A.doc  Appendix B.doc  Appendix C.doc  Appendix D.doc
(E-mail)...

— &
|

Appendix E.doc



June 21, 2002

Addressees

Subject: Infrastructure Technical Review Committee Report

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002).

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

To ensure that BPA’s proposal designs and prioritizes improvement projects in a manner
that will provide the most cost-effective, reliable service for the region’s consumers, a
technical and economic review committee was formed (Technical Review Committee).
The committee drew on individuals who are also members of the Northwest Power Pool
(NWPP) Transmission Planning Committee (TPC) and the Operating Committee (OC).
The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step is
securing additional borrowing authority for BPA.



Attached is the second annual report on the transmission infrastructure proposal that
contains the conclusions and recommendations of the review committee. The report
recommends two additional projects for implementation. The report also asks BPA to
present any additional proposed major projects for consideration next year.

Ken Morris John Martinsen
PacifiCorp Snohomish PUD
Hardev Juj Scott Waples
Seattle City Light AvistaCorp
John Leland Jim Eden

Montana Power Company PGE Company

cc
Infrastructure Technical Review Committee

Wayman Robinett
Puget Sound Energy

Ronald Schellberg
Idaho Power Company



Upgrading the Capacity and Reliability
of the BPA Transmission System

Report of the Infrastructure Technical Review Committee

June 22, 2002 -
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1. Executive Summary

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with the transmission in the region are manifested in several ways:

e Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

* Resolution of the Western energy crisis requires development of new generating
resources. The vast majority of proposed Northwest resources cannot obtain firm
transmission service, or be integrated, without additional bulk transmission.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few bulk grid transmission lines were
added in the past 15 years.

o It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet existing and future obligations in order to comply with recently
adopted national and regional standards that ensure a reliable power system.

* It is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

- As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

To ensure that BPA’s proposal designs and prioritizes improvement projects in a manner
that will provide the most cost-effective, reliable service for the region’s consumers, a
technical and economic review committee was formed (Technical Review Committee).
The committee drew on individuals who are also members of the Northwest Power Pool
(NWPP) Transmission Planning Committee (TPC), Operating Commiittee (OC) and the
Northwest Regional Transmission Association ("NRTA") Planning Committee ("PC").
The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers two projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel

efforts that provide for review of proposed transmission additions. This committee’s



analysis and recommendations will be shared and further analyzed in the following
forums.

¢ Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
¢ National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. The committee has reached the following conclusions and recommendations based
on its review:

* There continues to be a compelling and immediate need to upgrade portions of the
Northwest bulk transmission grid. Solutions proposed by BPA in coordination with
others address the identified problems.

® Projects evaluated in the first review should continue on the revised timetable
proposed by BPA. BPA should continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

® Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

e Project G12 (Olympic Peninsula Reinforcement) is also important, although the need
date is later than initially estimated based on the most recent load forecasts.
Opportunities for non-transmission alternatives should be pursued in parallel with the
proposed transmission fix.

® Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA should complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE is required. The benefits of project G14
are not clear given proposed I5 generation development and potential higher costs to
route around the Columbia Gorge Scenic Area. BPA should bring these projects
forward to the Committee for consideration in 2003 after further examination of
alternatives and need.

¢ The need still remains to increase BPA borrowing authority for transmission by at
least $1 billion in order to ensure that sufficient financial resources are available to
accomplish transmission expansion over a ten-year planning horizon.

e BPA should continue to pursue and evaluate third party financing opportunities for
major new transmission projects.

* Preliminary analysis has shown that increased transmission use will recover the cost
of the proposed capital additions. Where the generation project developers are not
funding Network upgrades in advance of construction, BPA should secure 10 to 20
year firm transmission service contracts before proceeding with construction. (Note:
BPA'’s transmission investments are repaid by its transmission customers, not
taxpayers.)



e Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned
transmission additions, and maximum benefits will be achieved through coordinated
development.

s Future reviews should be conducted annually to ensure that BPA designs and
prioritizes major transmission projects in a manner that will provide the most cost-
effective, reliable service for the region’s consumers.

3. Projects for 2002 Review

Project List

Cost Energization Capacity
Project {loaded) Date Added
. (M) Mw
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total 35

Project Drivers

Load Entilement | Generation Transfers Reliability O&M BiOp
Service Return Integration Savings
G10 X X -
G12 x x x

3. Glossary of Acronyms and Terms

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.



Appendix A - Participants

Infrastructure Technical Review Committee Participants

Name With Phone E-Mail Note
|Bayless Rich JPACW 503-813-5739 }rich.bayless @pacificorp.com
IEden Jim IPGE 503-464-7031 |jim_eden@pgn.com
lJohnson Don |PAC 503.813.5741 |don.johnson @pacificorp.com
Juj Hardev SCL 206-233-1551 |hardev.juj@ci.seattle.wa.us
{Kinney Scott AVA 509.495.4494  Iskinney@avistacorp.com
ILeland John IMPC 406.497.3383  |jleland @ mtpower.com
ILitchfield LJim Consultant  |503 222-9480 |icg@europa.com
IMartinsen John SNOPUD |425.347.4327 |jdmartinsen@snopud.com
IMorris Ken |PAC 801.220.4277 |ken.morris @pacificorp.com
[Reedy pana___ |NwPp__ |503.464.2806 |dana.reedy@nwpp.org
|Robinett Wayman IPSE 425.462.3144  {wrobin @puget.com
IRust Jerry |NWPP 503-464-2807 _ ljerry.rust@nwpp.org
lRyan Mike lPGE 503-464-8793 [mike_ryan@pgn.com
Schellberg Ron IIPC 208-388-2455 |rschellberg@ idahopower.com
Seabrook Joe |PSE 425.462.3577  |jseabr@puget.com
Sidiropoulos Mike IPAC michael.sidiropoulos @ pacificorp.com
Waples Scott AVA 509.495.4462  |scott.waples @avistacorp.com
IBPA Contacts
ICarter Lawrence JBPAT 360.610.6674 _{Idcarter@bpa.gov
lHorvath Julius IBPAT 360.619.6673 _ |jghorvath@bpa.gov
IKosterev Dmitry IBPAT 360.619.6671 |dnkosterev@bpa.gov
|Landauer Marv |BPAT 360.619.6602 |miandauer@bpa.gov
|Mittelstact Bill IBPaT  |360.619.6672 |wmittelstadt@bpa.gov
IRodrigues Melvin |BPAT 360.619.6676 _ |mirodrigues @bpa.gov
Silverstein Brian IBPAT 360.619.6651 _|blisilverstein@bpa.gov
Stadler Larry IBPAT 360.619.6691 |iwstadler@bpa.gov
VanZandt Vickie ,BPAT 360.418.8459 |vrvanzandt@bpa.gov




Appendix B —Project Schedules

_ Project ~ Energization
Kangley - Echo Lake 500 KV line G1 Fall 2003
Schultz - Black Rock 500 kV line G2 Fall 2004
McNary - John Day 500 kV line G3 Fall 2004
jLo Monumental - Starbuck 500 kV line G4 Fall 2004**
Smiths Harbor - McNary 500 kV line G5 Fall 2004
Schultz series capacitors G6 Fail 2003
Celilo Modernization G7 Summer 2004*
Monroe - Echo Lake 500 kV line G8 Fall 2005
Bell - Coulee 500 kV line G9 Fall 2004
Pearl Transformer G10 Fall 2003
South Seattle Transformer G11 Fall 2004**
Olympic Pennsula Reinforcement G12 Fall 2006*,**
Paul - Troutdale 500 kV line G13 Fall 2005
JHanford - Ostrander loop-in G14 Spring 2005

*Denotes change from September, 2001 report
**Energization may change depending on need

B-1
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background

The Portland area is currently served by four 500/230 kV transformers, Troutdale on the
east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2™ transformer at Pearl will require extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pearl substation.

Limiting Outagés Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional load in the Portland area at the rate
of 75 MW per year from 2004 though 2007. Beyond that date it will provide load serving
benefit to the capacity of the bank following a suitable plan to address the Big Eddy -
Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream is
limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is the
preferred plan. Alternatives 2 and 3 are described on the next page.

Alternative Revenue($M) | Costs($M) B/C | Repayment | In Service Life
Net PV Years
1 30.8 11.2] 19.6] 2.756 6 2003 2037
2 30.8 32.6{ (1.8)}{ 0.95 14 2003 2037
3 30.8 54.4) (23.7)] 0.57 25 2003 2037
1(0.9%) 26.9 11.9] 15.0] 2.26 8 2003 2037
Risk

The risk of cost recovery of this project is related to the Portland area load growth rate.
Halving the 1.8% assumed growth rate extends the cost recovery period to from 6 years
to 8 years. This constitutes a very low risk.



Project Description
This project adds a 2™ 500/230 kV transformer at the existing Pearl Substation. The new

transformer will be 3 single phase units (433 MV A each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered
o Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location

would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.
Install a 500/230 kV transformer at McLaughlin Substation.
Curtail load in the event of a transformer outage (no build).
Demand side management.

No-Build Alternative

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
McLaughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once/100 years the
expected composite failure rate is:

MTBF = (100 years/transformer)/(4 banks*3 transformers/bank)
MTBEF = 8 years

Non-Transmission Alternatives

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
‘Environmental Economics, Nov. 2001 (available at
<http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide00
01.htm>). BPA concluded that these measure could not be implemented in time and in
sufficient magnitude to adequately address the problem. BPA will fully consider these
measures for future needs.

Decision
BPA chose the preferred plan because it has the lowest initial cost and minimal
environmental impacts. It is a robust choice under lower load growth and presents

minimal business risk.

Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $9M

C-3



G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. The
Olympic Peninsula transmission system has been pushed to its limit with the use of shunt
capacitors. A total of approximately 20 capacitor groups amounting to approximately
900 MV AR are already installed. A second 500-kV source is needed to solve the
problem as early as 2003. However, yet another shunt capacitor group is being added in
2003 to delay the need for this project until 2005. In addition, a double-line outage of the
230-kV double-circuit line from Olympia to Shelton would result in a total loss of the
Olympic Peninsula during normal winter load. The proposed reinforcement will solve
both of these problems and reinforce the Olympic Peninsula region.

Limiting Outages Addressed

Olympia 500/230-kV transformer
Paul-Olympia 500-kV line
Olympia-Shelton 230-kV double line
Olympia 230-kV breaker failure

Benefit - Load Area Service

This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.

Business Case

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth at 26 MW/year capping at 338 MW in 2019. In the Table below, Alternative 1 is
the proposed plan and Alternative 2 is moving the 500/230-kV transformer to Olympia
(see below).

Alternative [Revenue($M) | Costs($M) B/C | Repayment | In Service Life
Net PV Years

1 21.6 29.3| (7.8)] 0.74 20 2006 2040

2 21.6 27.20 (5.7) 0.79 19 2006 2040

1 (0.9%) 14.4, 34.1] (19.7)] 0.42 31 2006 2040




Risk

Repayment of this project is based on load growth in the Olympic Peninsula area. The
benefit to cost ratio (B/C) of Alternative 1 is less than one for a 9% discount rate but
would equal one for a discount adjusted to 6.65% indicating a comparable return on
investment of 6.65% over the 34 year life of this project. With the BPA financing rate of
6.75%, an inflation rate of 2.64% and the expected load growth rate of 1.8% the
repayment period is estimated to be 20 years. For a reduced growth rate of 0.9% the
repayment period is estimated to be 31 years.

Project Description

o Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

o Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line.

Alternatives Considered

» Move Satsop 500/230 kV transformer to Olympia substation and terminate the Paul-
Satsop 500 kV line at Olympia.

e 400-600 MW of load tripping for the Olympia — Shelton 230 kV double circuit line
outage.

e No build alternative

No-Build Alternative

(a) The following information applies to loss of load for N-1 contingencies if the
transmission system is not reinforced:

e 2 year MTBF for N-1 Paul-Olympia 500 kV line with average and maximum
outage durations of 1.25 hours and 6.7 hours respectively

® 100 year MTBEF for the Olympia 500/230 transformer and 2 week replacement
time.

e required load curtailment for either outage increases by 26 MW yearly starting in
2010.

The probability of loss of load increases year by year related to the amount of time in the
year the load is above the design limit. For example, assuming a figure of 5% the
probability of loss of load for the line would be (1/2 + 1/100)(0.05) = 0.025 for a net
MTRBEF of about 40 years between events.
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(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

e 9.3 year MTBF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4
» 0.018 breaker failures/year for any of eight breakers at Olympia
* Joad distributions from the past five years

Based on this we can expect to lose the entire Olympic Peninsula load (forecasted at 1170
MW for normal winter peak and 600 MW for summer peak in 2003-2004) about every 8
years in the winter. Risk of loss of load in the summer is very low. These impacts would
be expected to be larger as load grows in the area. Based on the current system, for the
double circuit outage we can supply 615 MW in the winter and 490 MW in the summer.
Not considered in this analysis was the 500/230 kV transformer outage rate of once per
100 years.

Non-Transmission Alternatives )

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 (available at

<http://www .transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide00
01.htm>). These measures could cost-effectively defer the need under N-1 contingencies,
although they can not address the N-2 problems. BPA will further consider non-
transmission alternatives before proceeding with this project.

Decision

BPA chose the preferred transmission plan because it outperforms the Olympia option for
both N-2 critical outages for essentially the same present worth cost without O&M
expenses included. O&M costs would be higher for the Olympia option based on the
amount of extra equipment that would be needed at the Olympia substation. The
Olympia option would require major 230 kV work at the Olympia substation, including
expansion of the 230 kV yard. Land would also have to be purchased around the 500 kV
yard for 230 kV line routing into the 230 kV bus. Some of the line routing into the 230
kV bus may not even be physically possible based on current line routing, tower and road
locations, land needs and right-of-way widths. The Shelton option has 8 MW less losses
than the Olympia option based on 1170 MW of load, which is equivalent to normal
winter load in 2002-03. These losses will increase with increases in load. The Shelton
option would leave the system better prepared for the future. It is a robust choice under
lower load growth and presents minimal business risk. BPA will further consider non-
transmission alternatives before proceeding with this project.

Energization Date: Fall 2006
Estimated Cost: $23-26 M



G13. Paul — Troutdale 500-kV Line

Background

The existing I-5 corridor transmission system is limited to:

- 2400 MW North of Allston by a double Paul — Allston 500-kV line outage
- 1650 MW South of Allston by the Allston — Keeler 500-kV line outage

With new generation projects proposed in the area, the existing system is not adequate to
provide transmission service to most new generating projects on a firm basis, likely
resulting in generation curtailments.

At present, the double Paul — Allston 500-kV line outage requires 2850 MW generation
dropping and opening of both Chehalis — Longview 230-kV line that run in parallel to the
Paul — Allston line. This sectionalizing removes the northern feed into Portland metro
area, resulting in load service only from the east side through Ostrander. Sectionalizing
greatly reduces reactive margins in the system, which will become a limiting factor as
load grows in Portland area. Sectionalizing was also shown to degrade transient stability
performance.

Currently, the Allston — Keeler 500-kV line outage requires generation dropping up to
2850 MW to prevent thermal overloads. Historic data indicates that there were 19 line
outages in the past 16 years, mostly cased either by lightning hits or trees. It is very
desirable to reduce generation dropping amount for a single contingency because ....

This project is being taken through the WECC Regional Planning process.
Limiting Outages Addressed

Paul — Allston 500-kV double line

Allston — Keeler 500-kV line

Keeler — Pearl 500-kV line

Keeler breaker failure

Benefits

Table 1. Generation projects proposed in the area affecting transmission needs:

Project Capacity | Energization | North of Allston | South of Allston
Napavine 600 11/1/03 | More stress More stress
Grays Harbor 1 630 6/1/03 | More stress More stress
Longview — Enron 300 7/1/03 | Less stress More stress
Mint Farm 280 5/1/03 | Less stress More stress
Summit 530 11/1/03 | Less stress More stress
Big Hanaford 250 1/1/02 | More stress More stress
Port Westward 650 12/31/03 | Less stress More stress
Centralia efficiency + 70 Done | More stress More stress
Grays Harbor II 630 11/1/04 | More stress More stress
Port Vancouver 700 6/1/05 | Less stress Less stress
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It is evident that new generation will greatly increase stress the constrained I-5 paths.
The existing system is not adequate to provide transmission service to most
generating projects on firm basis, very likely resulting in generation curtailments.
The new 500-kV line is expected to provide firm transmission rights for the proposed
projects in the area.

A. Transfer Increase

It is expected that South of Allston limit will increase from 1650 MW to 2,700 -
2,900 MW. The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages. The time to thermal overload will allow to ramp down
generation of dropping. Upgrades of parallel 115-kV and 230-kV lines may be
required to get the full capacity.

B. Load Service in Winter Conditions
Studies are under way.

Business Case

This project is driven by requests for long-term firm transmission by new generation and
imports. Parties requesting transmission would be expected to fund the upgrade
consistent with FERC policy.

Risk
The risk associated with this project is small because the generators will be expected to
finance the transmission investment and/or commit to long-term transmission service.

Project Description

At present time, the plan of service is not fully defined. Two conceptual options have
been considered and studied for electrical performance. Alternative #1 includes a 500-
KV line from near Longview to Troutdale, and alternative #2 is a 500-kV line from near
Longview to Pearl.

Decision

No preferred alternative is proposed at this time. The project will be returned to the
Technical Review Committee for consideration in 2003 following the WECC Regional
Planning Process.

Energization Date: ' Fall 2005
Estimated Cost: $117-155 M
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G14. North of John Day/Portland Area Reinforcement — (Loop the
Hanford-Ostrander 500-kV line into Big Eddy)

Background

The proposed new generation additions around the McNary area along with the new
McNary-John Day 500-kV line will increase the stress across the North of John Day and
the flow between John Day and Big Eddy. This project will relieve some of the North of
John Day constraint and reinforce the transmission between John Day and Big Eddy. In
addition, this project will also reinforce the bulk load serving capability into the greater
Portland area. During abnormal cold weather, an outage of the Bid Eddy-Ostrander 500-
kV line results in voltage collapse in the Portland area. This Project will in effect create a
second Big Eddy - Ostrander 500-kV line and increase the load serving capability to the
Portland area.

Limiting Outages Addressed

Ashe-Marion/Slatt-Buckley 500-kV double line loss (summer)
John Day-Big Eddy 500-kV double line loss (summer)

Slatt 500-kV breaker failures (summer)

Big Eddy-Ostrander 500-kV line (winter)

Pear] 500-kV breaker failures (winter)

Benefit ~ Congestion Relief and Load Area Support

This project will increase the North of John Day capability by approximately 250-300
MW and increase the capability between John Day and Big Eddy by approximately 600-
700 MW. This project also reinforces the bulk grid to serve greater Portland area load
and eliminate the need for building second Big Eddy-Ostrander 500-kV line.

Business Case

The primary drivers of this project is North to South network transfers and provide
additional network capacity for service to the Portland area load. The estimated cost
recovery of this project at current rates and for the alternatives considered is over 35
years. In view of the long payback period lower cost alternatives or deferral will be
considered.

Risk

The benefit ascribed to this project for the Portland area load is related to the timing of
the Paul — Troutdale project which in part serves this need. The portion of benefits
ascribed to intertie support will be beneficial at the time the project goes into service but
is not sufficient alone to ensure full cost recovery. Risk that costs will not be recovered
for this project as proposed at this point is high.

Project Description
e This project consists of constructing approximately 16.5 miles of 500-kV double
circuit line to the Columbia River crossing and approximately 18 miles of single
circuit 500-kV line to Big Eddy and 2 miles of line to John Day.



e Develop a new 500-kV switching station next to the existing Hanford (Wautoma)
— Ostrander 500-kV line and loop in the Hanford-Ostrander line into the new
switching station.

e Add terminals at Big Eddy and John Day to terminate the new lines.

Preliminary Alternatives

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit.

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit and build a third 20miles of single circuit
500-kV line between John Day and Big Eddy

Decision

No preferred alternative is proposed at this time. The project may be returned to the
Techncial Review Committee for consideration in 2003 following further analysis.

Energization Date: Spring 2006
Estimated Cost: $70-90M
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Appendix D - Economic Analysis

The analysis used for projects G10 and G12 was conducted using Excel
spreadsheet calculations. The following indicators of economic performance
were computed:

¢ Repayment time (years from in service date)
o Net Present Value
s Benefit to Cost Ratio

The basic economic assumptions used were as follows:

biscount Rate 9.00%
inflation Rate 2.64%)
BPA Financing Rate 6.75%
O&M Escalation 0.00%
BPA Rate Escalation 0.00%
O&M Actual 2.64%
|BPA Rate Actual 2.64%

The high discount rate of 9% favors projects with a faster payback period. A
lower discount rate would increase benefit/cost ratio for projects G10 and
G12. The treasury borrowing rate of 6.75% represents recent historical BPA
borrowing.

Net Present Value and Benefit to Cost were computed using a substation
equipment service life of 34 years' since both projects G10 and G12 have
major substation components.

Capital cost expenditures were distributed over the expected year of
obligation over the construction period.

BPA transmission revenues were reckoned at the rate of $1.013 $/kW-mo
(12.156 $/kW-year).

Projects G10 and G12 assume that 75% of the load increase is transmission
revenue producing. Assuming 50% revenue producing reduces the benefit to

cost ratios by about 1/3.

Typical operations and maintenance costs are used

! Annual Financial Requirements for Bonneville Power Administration Transmission System
and revised Operation and Maintenance Tables, Larry Davidson, March 31, 2000.
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Appendix E —-Supplemental Cost Estimates

G-10 Preferred Plan (cost estimate)

Add a 500/230 kV transformer at BPA’s Pearl Substation.
(work order quality estimate)

Requirements:
Add a 500 kV transformer
Expand 230 kV yard, 1-230 kV breaker
Expand 500 kV yard, add 1-500 kV breaker
Associated relays and controls
TOTAL

G-10 Alternatives (cost estimates)

H B A H S

8.2m

The following alternatives to the Pearl 500/230 kV transformer were considered.
(“back-of-the-envelope” estimates, work required in other PGE’s substations)

1. Add the transformer at PGE’s Sherwood substation
Requirements:
Acquire property
Add a 500/230 kV Tx
3-500 kv breaker ring bus
1-230 kv breaker
Associated relaying and controls
500 kV line work
Other line relocations
TOTAL

2. Add the transformer at McLoughlin substation
Requirements: _
Add 11.7 mi of 1272 Narcissus conductor.
(on vacant side of tower)
Add 2-230 kV breakers at McLoughlin.
Add a 2™ 500/230 kV transformer at McLoughlin
9 miles of 500 kV line. OST_MCL
4-500 kV breaker ring bus @McLoughlin
(may be difficult)
New 500 kV bay at Ostrander
Associated relaying and controls
2-230 kV breakers at Pearl
TOTAL

$2.0m

"~ $8.0m

$6.0m
$1.0m
$2.5m
$2.0m
$3.0m
$24.5m

$2.0m

$2.0m
$8.0m
$9.0m
$8.0m

$3.0m
$2.0m
$2.0m
$36.0m



Wright, April E - KFF-2

From: Mitteistadt, Bill - TOM-PPO2-2

Sent: Wednesday, .July 17, 2002 12:24 PM

To: ‘Groce, Ed'

Cce: ‘Waples, Scott’; Silverstein, Brian L - TOP-PPO2-2; Mittelstadt, Bill - TOM-PPO2-2
Subject: RE: ITRG Draft Report

Nilllam A Mittelstadt
(E-mail)...

Thanks for your comments. I suggest that we add the phrase "...with appropriate credit
provisions® as shown below. Let me know if this is ok or if you have another suggestion.

Thanks
Bill

"Preliminary analysis has shown that increased transmission use will recover

the cost of the proposed capital additions. Where the generation project
developers are not funding upgrades in advance of construction, BPA should

secure 10 to 20 year firm transmission service contracts before proceeding

with construction, with appropriate credit provisions. (Note: BPA's transmission
investments are repaid by its

transmission customers, not taxpayers.)"

————— Original Message-----

From: Groce, Ed [mailto:ed.groce@avistacorp.com]

Sent: Thursday, July 11, 2002 5:05 PM

To: 'Mittelstadt, Bill - TOM-PPO2-~-2'; 'Brattebo, Scott'; 'Carr, Geoff';
Carter, Lawrence D - TOP-PPO2-2; 'Eden, Jim'; 'Elizeh, Edison’;
'‘Goddard, Richard'; Groce, Ed; Horvath, Julius G - TOP-PP02-2; 'Johnson,
Don'; 'Juj, Hardev'; Keenan, Gerald - TOP-PP02-2; Kinney, Scott;
Kosterev, Dmitry - TOM-PP0O2-2; Landauer, Marv - TOM-PPO2-2; 'Leland,
John'; 'Lu, Franklin'; 'Martinsen, John'; 'Morris, Ken'; 'Phillips,
John'; Quinata, John F - TOE-PP0O1-2; 'Reedy, Dana'; Rodrigues, Melvin -
TOP-PP0O2-2; 'Rust, Jerry'; Rydell, Kendall - TOP-PP0O2-2; 'Schellberg,
Ron'; 'Seabrook, Joe'; Silverstein, Brian L - TOP-PP0O2-2; Stadler, Larry
W - TOP-PPO2-2; VanZandt, Vickie - TO; Waples, Scott

Cc: Haner, John - TOM-PP02-2; Meyers, Lloyd; Schlect, Jeff; Maher,
Patrick; Kinney, Scott

Subject: RE: ITRG Draft Report

Bill,

I have reviewed the ITRG report. I would like to comment on the last
paragraph on page 4, it reads:

"Preliminary analysis has shown that increased transmission use will recover
the cost of the proposed capital additions. Where the generation project
developers are not funding upgrades in advance of construction, BPA should
secure 10 to 20 vear firm transmission service contracts before proceeding
with construction. (Note: BPA's transmission investments are repaid by its
transmission customers, not taxpayers.)"

Avista feels that BPA should strengthen the financial credit protection
relating to requested new construction for generation project developers.
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The potential exists for BPA to build a multimillion dollar generation
project interconnection and subseguent to that, have the developer declare
bankruptcy. Without proper credit or bonding, BPA cannot recover the
construction costs. As mentioned, the taxpayers will not pay this bill but
the rest of BPA's transmission customers will pay without any benefit. And
actually, the taxpayers of the NW will ultimately pay indirectly through
higher power rates.

Scott Waples is a signatory to this report, therefore, I would be happy to
work with/through him on developing credit language for this report.

Edward F. Groce

Manager Transmission Acquisition .
Avista Corporation

1411 E. Mission MSC-7

PO Box 3727

Spokane, WA 99220-3727

509-495-4164 Phone
509-495-4272 Fax
509-981-1914 Cell
ed.groce@avistacorp.com

————— Original Message-----

From: Mittelstadt, Bill - TOM-PP0O2-2 [mailto:wmittelstadt@bpa.gov]
Sent: Monday, July 01, 2002 12:48 PM

To: Mittelstadt, Bill - TOM-PP0O2-2; 'Brattebo, Scott'; 'Carr, Geoff';
Carter, Lawrence D - TOP-PP0O2-2; 'Eden, Jim'; 'Elizeh, Edison';
'Goddard, Richard'; 'Groce, Ed'; Horvath, Julius G - TOP-PPO2-2;
‘Johnson, Don'; 'Juj, Hardev'; Keenan, Gerald - TOP-PPQ2-2; 'Kinney,
Scott'; Kosterev, Dmitry - TOM-PP0O2-2; Landauer, Marv -~ TOM-PP0O2-2;
'I.eland, John'; 'Lu, Franklin'; 'Martinsen, John'; 'Morris, Ken';
'"Phillips, John'; Quinata, John F - TOE-PPOl1-2; 'Reedy, Dana‘;
Rodrigues, Melvin - TOP-PP02-2; 'Rust, Jerry'; Rydell, Kendall -
TOP-PPO2-2; 'Schellberg, Ron'; 'Seabrook, Joe'; Silverstein, Brian L -
TOP-PP0O2-2; Stadler, Larry W - TQP-PP02-2; VanZandt, Vickie - TO;
'Waples, Scott’

Cc: Haner, John - TOM-PP0O2-2

Subject: RE: ITRG Draft Report

Hello again,

Please return any comments on this draft material that was submitted to you
by July 10 so that the report can be finalized.

Thanks

Bill Mittelstadt

<<William A Mittelstadt (E-mail).vcf>>

> - Original Message--—---

> From: Mittelstadt, Bill - TOM-PP0O2-2

> Sent: Monday, June 24,-2002 8:56 AM

> To: Brattebo, Scott; Carr, Geoff; CARTER, LAWRENCE; Eden, Jim; Elizeh,

> Edison; 'Goddard, Richard'; Groce, Ed; HORVATH, JULIUS; Johnson, Don; Juj,.
> Hardev; KEENAN, GERALD; Kinney, Scott; KOSTEREV, DMITRY; LANDAUER, MARVIN;
> Leland, John; Lu, Franklin; Martinsen, Jcohn; Morris, Ken; Phillips, John;
> QUINATA, JOHN; Reedy, Dana; RODRIGUES, MELVIN; Rust, Jerry; RYDELL,

> KENDALL; Schellberg, Ron; Seabrook, Joe; SILVERSTEIN, BRIAN; STADLER,

> LAWRENCE; VANZANDT, VICKIE; Waples, Scott

> Cc: Mittelstadt, Bill - TOM-PP0O2-2; Haner, John - TOM-PPO2-2

> Subject: ITRG Draft Report

>

> Dear Technical Review Committee Participants
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VVVVVVVVYVYVVVVYVVYVVYVVYYVYVVVVYYYYVYYVYVYY

This year we conducted the second annual review of BPA's proposed
transmission infrastructure projects. BPA offered four projects for
consideration. Based on your feedback, BPA recommends that two of the
projects be advanced: G10 (Portland Area Additioms) for construction and
G12 (Olympic Peninsula Reinforcement) for environmental review. The
other two projects will be brought forward again.

Attached please find a draft report based on the format from last year.

It summarizes BPA's proposals and our sense of the Committee views. We
have tried to provide the additional information you requested and
incorporate yvour feedback. Please feel free to edit the documents and
return them to me. Depending on the response we can finalize the
documents based on your edits, set up a conference call if further
discussion is warranted, or set up a another meeting in Portland if that's
what you want to do.

Our intention is to repeat the process with additional proposals next
year.

I appreciate the time you have taken to provide critical feedback and I
look forward to hearing from you.

Regards
Bill

<< File: William A Mittelstadt (E-mail).vcf >> << File: Cover Letter.doc
>> << File: Report Draft.doc >> << File: Appendix A.doc >> . << File:
Appendix B.doc >> << File: Appendix C.doc >> << File: Appendix D.doc >>
<< File: Appendix E.doc >>



Wright, April E - KFF-2

From:
Sent:
To:

Cc:
Subject:

Mittelstadt, Bill - TOM-PP0O2-2

Friday, July 19, 2002 4:35 PM

'‘Brattebo, Scott'; 'Carr, Geoff'; Carter, Lawrence D - TOP-PP0O2-2; 'Eden, Jim'; 'Elizeh,
Edison'; ‘Goddard, Richard'; 'Groce, Ed'; Horvath, Julius G - TOP-PPQ2-2; ‘Johnson, Don';
‘Juj, Hardev'; Keenan, Gerald - TOP-PP02-2; 'Kinney, Scott’; Kosterev, Dmitry - TOM-PPQO2-
2; Landauer, Marv - TOM-PPQO2-2; 'Leland, John'; 'Lu, Franklin'; ‘Martinsen, John'; 'Morris,
Ken"; 'Phillips, John'; Quinata, John F - TOE-PPO1-2; 'Reedy, Dana’; Rodrigues, Melvin -
TOP-PPO2-2; 'Rust, Jerry'; Rydell, Kendall - TOP-PPO2-2; 'Schellberg, Ron'; 'Seabrook, Joe';
Silverstein, Brian L - TOP-PPQ2-2; Stadler, Larry W - TOP-PPO2-2; VanZandt, Vickie - TO-
DITT2; 'Waples, Scott'

Haner, John - TOM-PP0O2-2; Mittelstadt, Bill - TOM-PPQ2-2; Maher, Mark W - T-DITT2;
Whitney, Carolyn A - T-DITT2; Combs, Chuck - LT-7

ITRC Report for Approval

Infrastrucure Technical Review Committee

Attached is the revised report and attachments incorporating additions/revisions per comments received by
committee members. Significant changes include the following:

Estimation of societal cost of outages for the "do nothing" alternative

Corrections to estimating event probability and mean time between failure

Addition of tables addressing various risks for G10 and G12

Explicit summarizing of factors applying to the decision for project G10

Empbhaisis that non-transmission alternatives will be pursued in parallel for project G12

Inclusion of the phrase "...with appropriate credit provisions” (report page 5) in reference to projects funded

by generation providers to avoid risk of stranded investment
¢ Emphais that project G13 will be expedited through the Regional Planning Process this year and then
resubmitted to the ITRC.

~ Please review the report and return by mail and fax a signed copy of the cover letter to me by Wednesday July
31, 2002. My mailing address and fax number is given below. I plan to be out of the office July 22-29. If you
have questions during that time please contact Brian Silverstein at (360) 619-6651.

Thanks very much for your participation and support in completing this report!

Bill Mittelstadt

William Mittelstadt TOM

Bonneville Power Administration
Parkway Plaza (Mail Center)

8100 NE Parkway
Vancouver, WA 98662
(360) 619-6672

(360) 619-6945 fax

B H

Cover Letter
7~19.doc

Report Draft Appendix A.doc  Appendix B.doc Appendix C Appendix D.doc  Appendix E.doc
7~19.doc 7~19.doc .



Nilliam A Mittelstadt
{E-mail)...



July 19, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002).

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA’s customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals. Once a year, the ITRC
evaluates and prioritizes BPA’s proposed improvement projects in a manner that will
provide the most cost-effective, reliable service for the region’s consumers. The
committee draws on individuals who are also members of the Northwest Power Pool
(NWPP) Transmission Planning Committee (TPC) and the Operating Committee (OC).
The committee’s review is one of several reviews for BPA’s proposals. BPA participates
in the committee’s work by submitting proposed transmission investments and by
facilitating the committee’s review of those proposals. BPA does not vote on the
committee’s findings and does not finance the work of the ITRC.

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step is
securing additional borrowing authority for BPA.



Attached is the second annual report on the transmission infrastructure proposal that
contains the conclusions and recommendations of the review committee. The report
addresses four additional projects.

s Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible. ‘

e Project G12 (Olympic Peninsula Reinforcement) is also important, although the need
date is later than initially estimated based on the most recent load forecasts.
Opportunities for non-transmission alternatives should be pursued in parallel with the
proposed transmission plan and be considered in the final determination.

e Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the WECC
Regional Planning Process this year in expectation that it will be ready to be
considered by the ITRC in 2003.

¢ Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by BPA.

The report also asks BPA to present any additional proposed major projects for
consideration next year.

Ken Morris John Martinsen Wayman Robinett
PacifiCorp Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples .Ronald Schellberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company

cC
Infrastructure Technical Review Committee
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1. Executive Summary

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with the transmission in the region are manifested in several ways:

¢ Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Resolution of the Western energy crisis requires development of new generating
resources. The vast majority of proposed Northwest resources cannot obtain firm
transmission service, or be integrated, without additional bulk transmission.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few bulk grid transmission lines were
added in the past 15 years.

o It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet existing and future obligations in order to comply with recently
adopted national and regional standards that ensure a reliable power system.

e It is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

o Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
e National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. The committee has reached the following conclusions and recommendations based
on its review:

e There continues to be a compelling and immediate need to upgrade portions of the
Northwest bulk transmission grid. Solutions proposed by BPA in coordination with
others address the identified problems.

¢ Projects evaluated in the first review should continue on the revised timetable
proposed by BPA. BPA should continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

o Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

* Project G12 (Olympic Peninsula Reinforcement) is also important, although the need
date is later than initially estimated based on the most recent load forecasts.
Opportunities for non-transmission alternatives should be pursued in parallel with the
proposed transmission fix.

* Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA should complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE is required. The benefits of project G14
are not clear given proposed IS generation development and potential higher costs to
route around the Columbia Gorge Scenic Area. BPA should bring these projects
forward to the committee for consideration in 2003 after further examination of
alternatives and need.

e The need still remains to increase BPA borrowing authority for transmission by at
least $1 billion in order to ensure that sufficient financial resources are available to
accomplish transmission expansion over a ten-year planning horizon (see Figure 1,
TBL Capital Projects Historical & Future, on page 7).



» BPA should continue to pursue and evaluate third party financing opportunities for
major new transmission projects.

e Preliminary analysis has shown that increased transmission use will recover the cost
of the proposed capital additions. Where the generation project developers are not
funding Network upgrades in advance of construction, BPA should secure 10 to 20
year firm transmission service contracts with appropriate credit provisions before
proceeding with construction. (Note: BPA’s transmission investments are repaid by
its transmission customers, not taxpayers.)

e Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned
transmission additions, and maximum benefits will be achieved through coordinated
development. _

e Future reviews should be conducted annually to evaluate and prioritize BPA proposed
major transmission projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. In accordance with provisions in the
January 15, 2002 guidelines1 BPA provided a status report on projects that were
approved last year. There were no significant changes in circumstances that
necessitated any of these projects be returned to the committee for a full review.

2. Projects for 2002 Review

Project List

Cost Energization Capacity
Project (loaded) Date Added
: ($M) MW
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total 35

Project Drivers

Load Entitlement | Generation Transfers Reliability O&M BiOp
Service Return integration Savings
G10 X x
Gi2 X X




3. Glossary of Acronyms and Terms

BiOp Biological Opinion

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

4. References

[1] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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Appendix A - Participants

Infrastructure Technical Review Committee Participants

Name With Phone E-Mail Note
|Bayless Rich {PACW 503-813-5739 |rich.bayless @ pacificorp.com
IEclen Jim |PGE 503-464-7031 _ jim_eden@pgn.com
lJohnson Don IPAC 503.813.5741  |don.johnson @ pacificorp.com
Juj Hardev SCL 206-233-1551 |hardev.juj@ci.seattle.wa.us
[Kinney Scott AVA 509.495.4494  |skinney@avistacorp.com

AILeland John mMPC 406.497.3383 _ |jleland @mtpower.com
[Litchfietd Jim [consuttant 503 202-9480 _{icg@europa.com

|Martinsen John SNOPUD |425.347.4327 |idmartinsen@snopud.com
IMorris Ken {PAC 801.220.4277 |ken.morris @ pacificorp.com
IReedy Dana INWPP 503.464.2806 _{dana.reedy@nwpp.org
[Robinett Wayman _|PSE 425.462.3144__|wrobin@puget.com

IRust Jerry INWPP 503-464-2807 _ |jerry.rust@nwpp.org

le@n Mike lPGE 503-464-8793  |mike_ryan@pgn.com
Scheliberg Ron IIPC 208-388-2455 _ Irscheliberg@idahopower.com
Seabrook Joe IPSE 425.462.3577 |iseabr@puget.com
Sidiropoulos Mike PAC michael.sidiropouios @pacificorp.com
Waples Scott AVA 500.405.4462 |scott.waples @avistacorp.com
|sPA contacts

ICarter Lawrence [BPAT 360.619.6674 _ |idcarter@bpa.gov

[Horvath yuius___ |BPAT _ |360.619.6673 |ighorvath @bpa.gov
IKosterev Dmitry lBPAT 360.619.6671 ldnkosterev@bpa.gov
ILandauer Marv 'BPAT 360.619.6602 Imlandauer@bpa.gov
lMittelstadt Bill IBPAT 360.619.6672  jwmittelstadt@bpa.gov

lRodr ues Melvin |BPAT 360.619.66768 _ |mirodrigues @bpa.gov
Siverstein___ |Brian____ |BPAT ___ |360.619.6651 _|blsilverstein@bpa.gov
Stadler Larry lBPAT 360.619.6691  |lwstadler@bpa.gov
VanZandt Vickie ‘BPAT 360.418.8459 |vrvanzandi@bpa.gov




Appendix B —Project Schedules

G14

Project _ Energization
Kangley - Echo Lake 500 kV line G1 Fall 2003
Schultz - Black Rock 500 kV line G2 Fall 2004
McNary - John Day 500 kV line G3 Fall 2004
Lo Monumental - Starbuck 500 kV line G4 Fall 2004**
Smiths Harbor - McNary 500 kV line G5 Fall 2004**
Schultz series capacitors G6 Fall 2003
Celilo Modernization G7 Summer 2004*
Monroe - Echo Lake 500 kV line G8 Fall 2005
Bell - Coulee 500 kV line G9 Fall 2004
Pearl Transformer G10 Fall 2003
South Seattle Transformer G11 Fall 2004**
|Olympic Pennsula Reinforcement G12 Fall 2006*,**
Paul - Troutdale 500 kV line G13 Fall 2005
Hanford - Ostrander loop-in Spring_; 2005**

*Denotes change from September, 2001 report
**Energization may change depending on need




Appendix C — Project Summaries
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background

The Portland area is currently served by four 500/230 kV transformers: Troutdale on the
east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double-circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2™ transformer at Pear] will require extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pearl substation.

Limiting Outages Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional load in the Portland area at the rate
of 75 MW per year from 2004 though 2007. Beyond that date it will provide load serving
benefit to the capacity of the bank following a suitable plan to address the Big Eddy —
Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream is
limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is the
preferred plan. Alternatives 2-5 are described on the next page.

Alternative | PV Revenue | PV Costs [Net PV|Rev/C | Repayment | In Service Life
($M) M) Years
1 30.8 11.2| 19.6| 2.75 6 2003 2037
2 30.8 32.6| (1.8)| 0.95 14 2003 2037
3 30.8 54.4| (23.7)] 0.57 25 2003 2037
12 (0.9%) 26.9 11.9] 15.00 2.26 8 2003 2037
Risk Factors

The following table qualitatively addresses various risk factors:

Factor Risk Factor Risk

Cost Invoiced Delivery on time In inventory
Siting/ROW Existing site Funding Available
Load Growth See sensitivity la Discount Rate Not considered
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The proposed site has space reserved for the transformer addition. Since this does not
involve work outside the substation there are no environmental risks. The Revenue/Cost
ratio remains favorable with half the of the projected load growth (1a). Accordingly, this
is considered to be a very low risk project.

Project Description (Alternative 1)

This project adds a 2" 500/230 kV transformer at the existing Pearl Substation. The new
transformer will be 3 single-phase units (433 MVA each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered

2. Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location
would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.

3. Install a 500/230 kV transformer at McLaughlin Substation.

4. Curtail load in the event of a transformer outage (Do Nothing).

5. Non-transmission alternatives.

Do-Nothing Alternative (#4)

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
‘McLaughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once per100 years the
outage mean time between failure (MTBF) is estimated as follows:

P(no outage) = (1-1/100)"(4 banks*3 transformers/bank)
P(no outage) = 0.886

P(outage) = 1-0.886 =0.114

MTBF = 1/0.114 = 8.8 years

While the revenues for the do-nothing alternative can be assumed to be the same
assuming load can be carried under the no-outage condition, the societal cost of a bank
outage would be significant. Assuming that load is curtailed to the remaining system
capability for a period of one week until a new transformer unit is installed the present
worth societal cost over ten years of service is estimated to be about $4.9 M. This is
calculated using the above MTBF estimate, the following load interruption cost figures
inflated yearly by 2.64% and assuming the system exposure is 8 hours/day for two
months/year. :

Load Type Composition $/kWHr (2002)
Residential 50% $1.66
Commercial 30% $18.50
Industrial 20% - $27.56
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Non-Transmission Alternatives (#5)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and

Environmental Economics, Nov. 2001 available at:

http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

Non-transmission alternatives can not be implemented in time to be considered a viable

alternative to this project. ‘

Decision
BPA chose the preferred plan for the following reasons:

Lowest cost

Essentially no environmental impact (existing site)
Favorable Revenue/Cost ratio (2.75)

Favorable economics under reduced load growth rate
Short repayment period (6 years)

Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $oM



G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. A second
500-kV source is needed to solve the voltage collapse problem as early as 2003. A shunt
capacitor group to be installed in 2003 will delay the need for this project until 2005.
With this addition the Olympic Peninsula transmission system has reached the limit that
can be supported by shunt capacitors. A total of 20 capacitor groups amounting to
approximately 900 MVAR will have been installed.

In addition, a double-line outage of the 230-kV double-circuit line from Olympia to
Shelton or a breaker failure at Olympia will result in a total loss of the Olympic Peninsula
during normal winter load. The proposed reinforcement will solve both the N-1 and N-2
problems and reinforce the Olympic Peninsula region.

Limiting Outages Addressed

Olympia 500/230-kV transformer
Paul-Olympia 500-kV line
Olympia-Shelton 230-kV double line
Olympia 230-kV breaker failure

Benefit - Load Area Service

This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.
Business Case )

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth corresponding to 26 MW/year reaching a project limit of 338 MW in 2019. In the
Table below, Alternative 1 is the proposed plan and Alternative 2 would involve moving
the 500/230-kV transformer to Olympia (see below). Alternatives 1a-1c are sensitivity
studies discussed under “Risk.”.

Alternative [PV Revenue [PV Costs |Net PV |Rev/C |Repayment| In Service Life
($M) ($M) Years

1 21.6 29.3] (7.8)] 0.74 20 2006 2040

la 35.7 35.5 0.2 1.00 20 2006 2040

1b 14.4 34.11 (19.7)] 0.42 31 2006 2040

1c 21.6 32.7] (11.1)] 0.66 22 2006 2040
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| 2 | 21.6] 272l 57 079 19 | 2006 | 2040 |
Risk

The following table qualitatively addresses various risk factors. Three are identified for
evaluation.

Factor Risk Factor Risk

Cost See sensitivity 1c Delivery on time Routine purchases
Siting/ROW Existing site/ROW | Funding Available

Load Growth See sensitivity 1b Discount Rate See sensitivity 1a

Sensitivity 1a — This case determines what discount rate is needed to achieve a
Revenue/Cost ratio of 1.0. This is achieved by a discount rate of 6.5%, giving an
equivalent rate of return on investment of 6.5% over the 34 year life of the project.
Sensitivity 1b — In this case the load growth rate of 1.8% is cut in half to 0.9%. This
reduces the Revenue/Cost ratio from 0.74 to 0.42 and extends the repayment period from
20 years to 31 years.

Sensitivity 1c — This case represents an increase in project cost of 10%. The
Revenue/Cost ratio for this case dropped from 0.74 to 0.66 and the repayment period
increased from 20 years to 22 years.

Project Description

e Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

e Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line. '

Alternatives Considered
2. Move Satsop 500/230 kV transformer to Olympia substation and terminate the
Paul-Satsop 500 kV line at Olympia.
3. No build alternative
4. Non-transmission alternatives

Do-Nothing Alternative (#3)

(a) The following information applies to voltage collapse for N-1 contingencies for extra
heavy winter if the transmission system is not reinforced:

e A 2 year MTBF for N-1 Paul-Olympia 500 kV line with average outage duration
of 2.5 hours. '




e A 100 year MTBEF each phase of the Olympia 500/230 transformer and a 4 week
replacement time. This corresponds to a bank outage probability of:

P(outage) = 1-(1-1/100)*3 = 0.030, and a
MTBF = 1/0.030 = 34 years.

o The required load curtailment for either outage increases by 26 MW yearly
starting in 2006.

Since the outage time is quite different for the two events the societal costs are estimated
separately. Voltage collapse is assumed to occur when the demand exceeds capacity
following the outage by more than 100 MW. Area load is restored to the capability of the
remaining system within one hour. Using the same customer outage costs as with G10
the present worth societal costs of the N-1 line outage is $1 M and the N-1 bank outage is
$5.65 M for a ten year period.

(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

e 9.3 year MTBF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4. Itis
further assumed that one line can be restored within one hour and the second line
within 24 hours.

e 0.018 breaker failures/year for each of eight breakers at Olympia. It is assumed
that full service is restored within one hour by moving the affected line over to the
bus tie breaker. This corresponds to a bus outage probability of

P(outage) = 1-(1-0.018)"8 =0.14, and a
MTBF = 1/0.14 = 7.4 years.

Again, the societal costs of the two events are treated separately. In each case it is
assumed that the entire area load will be lost due to voltage collapse for the initial period
of one hour. The estimated present worth societal costs are: $5.06 M for the two-line
outage and $500 K for the breaker failure outages.

~ Overall then the estimated present worth societal cost for a ten year period of the do-
nothing alternative is approximately $15.7 M. The present value savings of a ten-year
delay in the project is expected to be greater considering deferred capital, financing and
O&M costs.

Non-Transmission Alternatives (#4)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 available at
http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.



These measures could cost-effectively defer the need under N-1 contingencies, although
they can not address the N-2 problems. BPA will further consider non-transmission
alternatives before proceeding with this project. Cost information is not available at this
time to allow presentation of an economic analysis.

Decision

BPA has selected a preferred transmission plan from the alternatives considered, but has
elected to defer a decision on the project to allow time for further development of the
non-transmission alternative (#5) and to consider public input before proceeding.

Of the transmission alternatives considered, the preferred plan is Alternative 1 because it
outperforms the Olympia option for both N-2 critical outages for essentially the same
present worth cost without O&M expenses included. O&M costs would be higher for the
Olympia option based on the amount of extra equipment that would be needed at the
Olympia substation. The Olympia option would require major 230 kV work at the
Olympia substation, including expansion of the 230 kV yard. Land would also have to be
purchased around the 500 kV yard for 230 kV line routing into the 230 kV bus. Some of
the line routing into the 230 kV bus may not even be physically possible based on current
line routing, tower and road locations, land needs and right-of-way widths. The Shelton
option has 8 MW less losses than the Olympia option based on 1170 MW of load, which
is equivalent to normal winter load in 2002-03. These losses will increase with increases
in load. The Shelton option would leave the system better prepared for the future.

BPA will further consider non-transmission alternatives before proceeding with this
project.

Energization Date: Fall 2006
Estimated Cost: $23-26 M
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G13. Paul — Troutdale 500-kV Line

Background
The existing I-5 corridor transmission system is limited to:

- 2400 MW North of Allston by a double Paul — Allston 500-kV line outage
- 1650 MW South of Allston by the Allston — Keeler 500-kV line outage

With new generation projects proposed in the area, the existing system is not adequate to
provide transmission service to most new generating projects on a firm basis, likely
resulting in generation curtailments. ‘

At present, the double Paul — Allston 500-kV line outage requires 2850 MW generation
dropping and opening of both Chehalis — Longview 230-kV line that run in parallel to the
Paul — Allston line. This sectionalizing removes the northern feed into Portland metro
area, resulting in load service only from the east side through Ostrander. Sectionalizing
greatly reduces reactive margins in the system, which will become a limiting factor as
load grows in Portland area. Sectionalizing was also shown to degrade transient stability
performance. '

Currently, the Allston — Keeler 500-kV line outage requires generation dropping up to
2850 MW to prevent thermal overloads. Historic data indicates that there were 19 line
outages in the past 16 years, mostly cased either by lightning hits or trees. It is very
desirable to reduce generation dropping amount for a single contingency since these are
more frequent than multi-contingency outages.

This project is being taken through the WECC Regional Planning process.

Limiting Outages Addressed
Paul — Allston 500-kV double line
Allston — Keeler 500-kV line
Keeler — Pearl 500-kV line

Keeler breaker failure

Benefits

Table 1. Generation projects proposed in the area affecting transmission needs:
Project Capacity | Energization | North of Allston | South of Allston
Napavine 600 11/1/03 | More stress More stress
Grays Harbor 1 630 6/1/03 | More stress More stress
Longview — Enron 300 7/1/03 | Less stress More stress
Mint Farm 280 - 5/1/03 | Less stress More stress
Summit 530 11/1/03 | Less stress More stress
Big Hanaford 250 1/1/02 | More stress More stress
Port Westward 650 12/31/03 | Less stress More stress
Centralia efficiency + 70 Done | More stress More stress
Grays Harbor II 630 11/1/04 | More stress More stress
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It is evident that new generation will greatly increase stress the constrained I-5 paths.
The existing system is not adequate to provide transmission service to most
generating projects on firm basis, very likely resulting in generation curtailments.
The new 500-kV line is expected to provide firm transmission rights for the proposed
projects in the area.

A. Transfer Increase

It is expected that South of Allston limit will increase from 1650 MW to 2,700 —
2,900 MW. The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages. The time to thermal overload will allow to ramp down
generation of dropping. Upgrades of parallel 115-kV and 230-kV lines may be
required to get the full capacity.

B. Load Service in Winter Conditions
Studies are under way.

Business Case

This project is driven by requests for long-term firm transmission by new generation and
imports. Parties requesting transmission would be expected to fund the upgrade
consistent with FERC policy.

Risk
The risk associated with this project is small because the generators will be expected to
finance the transmission investment and/or commit to long-term transmission service.

Project Description

‘At present time, the plan of service is not fully defined. Two conceptual options have
been considered and studied for electrical performance. Alternative #1 includes a 500-
kV line from near Longview to Troutdale, and alternative #2 is a 500-kV line from near
Longview to Pearl.

Decision

No preferred alternative is proposed at this time. The project will be returned to the
Technical Review Committee for consideration in 2003 following the WECC Regional
Planning Process.

Energization Date: Fall 2005
Estimated Cost: $117-155 M



G14. North of John Day/Portland Area Reinforcement — (Loop the
Hanford-Ostrander 500-kV line into Big Eddy)

Background

The proposed new generation additions around the McNary area along with the new
McNary-John Day 500-kV line will increase the stress across the North of John Day and
the flow between John Day and Big Eddy. This project will relieve some of the North of
John Day constraint and reinforce the transmission between John Day and Big Eddy. In
addition, this project will also reinforce the bulk load serving capability into the greater
Portland area. During abnormal cold weather, an outage of the Bid Eddy-Ostrander 500-
kV line results in voltage collapse in the Portland area. This Project will in effect create a
second Big Eddy — Ostrander 500-kV line and increase the load serving capability to the
Portland area.

Limiting Outages Addressed

Ashe-Marion/Slatt-Buckley 500-kV double line loss (summer)
John Day-Big Eddy 500-kV double line loss (summer)

Slatt 500-kV breaker failures (summer)

Big Eddy-Ostrander 500-kV line (winter)

Pearl 500-kV breaker failures (winter)

Benefit — Congestion Relief and Load Area Support

This project will increase the North of John Day capability by approximately 250-300
MW and increase the capability between John Day and Big Eddy by approximately 600-
700 MW. This project also reinforces the bulk grid to serve greater Portland area load
and eliminate the need for building second Big Eddy-Ostrander 500-kV line.

Business Case

The primary drivers of this project is North to South network transfers and provide
additional network capacity for service to the Portland area load. The estimated cost
recovery of this project at current rates and for the alternatives considered is over 35
years. In view of the long payback period lower cost alternatives or deferral will be
considered.

Risk

The benefit ascribed to this project for the Portland area load is related to the timing of
the Paul — Troutdale project which in part serves this need. The portion of benefits
ascribed to intertie support will be beneficial at the time the project goes into service but
is not sufficient alone to ensure full cost recovery. Risk that costs will not be recovered
for this project as proposed at this point is high.

Project Description
e This project consists of constructing approximately 16.5 miles of 500-kV double
circuit line to the Columbia River crossing and approximately 18 miles of single
circuit 500-kV line to Big Eddy and 2 miles of line to John Day.



e Develop a new 500-kV switching station next to the existing Hanford (Wautoma) -
— Ostrander 500-kV line and loop in the Hanford-Ostrander line into the new
switching station.

e Add terminals at Big Eddy and John Day to terminate the new lines.

Preliminary Alternatives

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit.

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit and build a third 20miles of single circuit
500-kV line between John Day and Big Eddy

Decision
No preferred alternative is proposed at this time. The project may be returned to the
Technical Review Committee for consideration in 2003 following further analysis.

Energization Date: Spring 2006
Estimated Cost: $70-90M



Appendix D - Economic Analysis

The analysis used for projects G10 and G12 was conducted using Excel
spreadsheet calculations. The following indicators of economic performance
were computed:

¢ Repayment time (years from in service date)
o Net Present Value
¢ Benefit to Cost Ratio

The basic economic assumptions used were as follows:

Discount Rate 9.00%)

Inflation Rate 2.64%
BPA Financing Rate 6.75%|
O&M Escalation 0.00%
BPA Rate Escalation 0.00%
O&M Actual 2.64%
BPA Rate Actual 2.64%

The high discount rate of 9% favors projects with a faster payback period. A
lower discount rate would increase benefit/cost ratio for projects G10 and
G12. The treasury borrowing rate of 6.75% represents recent historical BPA
borrowing.

Net Present Value and Benefit to Cost were computed using a substation
equipment service life of 34 years' since both projects G10 and G12 have
major substation components. .

Capital cost expenditures were distributed over the expected year of
obligation over the construction period.

BPA transmission revenues were reckoned at the rate of $1.013 $/kW-mo
(12.156 $/kW-year).

Projects G10 and G12 assume that 75% of the load increase is transmission
revenue producing. Assuming 50% revenue producing reduces the benefit to
cost ratios by about 1/3.

Typical operations and maintenance costs are used.'

! Annual Financial Requirements for Bonneville Power Administration Transmission System
and revised Operation and Maintenance Tables, Larry Davidson, March 31, 2000.

D-1



Appendix E —-Supplemental Cost Estimates

G-10 Preferred Plan (cost estimate)

Add a 500/230 kV transformer at BPA’s Pearl Substation.
(work order quality estimate)

Requirements:
Add a 500 kV transformer
Expand 230 kV yard, 1-230 kV breaker
Expand 500 kV yard, add 1-500 kV breaker
Associated relays and controls
TOTAL

G-10 Alternatives (cost estimates)

&P H L P

8.2m

The following alternatives to the Pear]l 500/230 kV transformer were considered.
(“back-of-the-envelope” estimates, work required in other PGE’s substations)

1. Add the transformer at PGE’s Sherwood substation
Requirements:
Acquire property
Add a 500/230 kV Tx
3-500 kv breaker ring bus
1-230 kv breaker
Associated relaying and controls
500 kV line work
Other line relocations
TOTAL

2. Add the transformer at McLoughlin substation
Requirements:
Add 11.7 mi of 1272 Narcissus conductor.
(on vacant side of tower)
Add 2-230 kV breakers at McLoughlin.
Add a 2" 500/230 kV transformer at McLoughlin
9 miles of 500 kV line. OST_MCL
4-500 kV breaker ring bus @McLoughlin
(may be difficult)
New 500 kV bay at Ostrander
Associated relaying and controls
2-230 kV breakers at Pearl
TOTAL

$2.0m
$8.0m
$6.0m
$1.0m
$2.5m
$2.0m
$3.0m
$24.5m

$2.0m

$2.0m
$8.0m
$9.0m
$8.0m

$3.0m
$2.0m
$2.0m
$36.0m



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2

Sent: Tuesday, July 30, 2002 1:48 PM

To: ‘Morris, Ken'; 'Martinsen, John'; 'Robinett, Wayman'; 'Juj, Hardev'; 'Waples, Scott'; 'Schellberg,
Ron'; 'Leland, John'; 'Eden, Jim'

Cc: Silverstein, Brian L - TOP-PPQ2-2

Subject: FW: ITRC Report for Approval

Hi

This is a friendly reminder that tomorrow July 31 is the request date for returning a signed copy of the cover
letter to me by mail and fax.

Thanks,

Bill

Nilliam A Mittelstadt

(E-mail)...
-----Original Message-----
From: Mittelstadt, Bill - TOM-PPO2-2
Sent: Friday, July 19, 2002 4:35 PM .
To: Brattebo, Scott; Carr, Geoff; CARTER, LAWRENCE; Eden, Jim; Elizeh, Edison; '‘Goddard, Richard'; Groce, Ed; HORVATH, JULIUS;

Johnson, Don; Juj, Hardev; KEENAN, GERALD; Kinney, Scott; KOSTEREV, DMITRY; LANDAUER, MARVIN; Leland, John; Lu,
Franklin; Martinsen, John; Morris, Ken; Phillips, John; QUINATA, JOHN; Reedy, Dana; RODRIGUES, MELVIN; Rust, Jerry; RYDELL,
KENDALL; Schellberg, Ron; Seabrook, Joe; SILVERSTEIN, BRIAN; STADLER, LAWRENCE; VANZANDT, VICKIE; Waples, Scott

Cc: Haner, John - TOM-PPO2-2; Mittelstadt, Bill - TOM-PPO2-2; Maher, Mark W - T-DITT2; Whitney, Carolyn A - T-DITT2; Combs,
Chuck - LT-7
Subject: ITRC Report for Approval

Infrastrucure Technical Review Committee

Attached is the revised report and attachments incorporating additions/revisions per comments received by
committee members. Significant changes include the following:

Estimation of societal cost of outages for the "do nothing" alternative

Corrections to estimating event probability and mean time between failure

Addition of tables addressing various risks for G10 and G12

Explicit summarizing of factors applying to the decision for project G10

Emphaisis that non-transmission alternatives will be pursued in parallel for project G12

Inclusion of the phrase "...with appropriate credit provisions" (report page 5) in reference to projects funded
by generation providers to avoid risk of stranded investment

e Emphais that project G13 will be expedited through the Regional Planning Process this year and then
resubmitted to the ITRC.

Please review the report and return by mail and fax a signed copy of the cover letter to me by Wednesday July
31, 2002. My mailing address and fax number is given below. I plan to be out of the office July 22-29. If you
have questions during that time please contact Brian Silverstein at (360) 619-6651.



Thanks very much for your participation and support in completing this report!

Bill Mittelstadt

- William Mittelstadt TOM
Bonneville Power Administration
Parkway Plaza (Mail Center)
8100 NE Parkway
Vancouver, WA 98662
(360) 619-6672
(360) 619-6945 fax

Nilliam A Mittelstadt
(E-mail)...



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2

Sent: Monday, August 05, 2002 10:34 AM

To: ‘Morris, Ken'; 'Martinsen, John'; 'Robinett, Wayman'; 'Juj, HardeVv'; 'Waples, Scott'; 'Schellberg,
Ron’; 'Leland, John'; 'Eden, Jim'

Cc: '‘Goddard, Richard'; VanZandt, Vickie - TO-DITT2; Mittelstadt, Bill - TOM-PPQO2-2; Rodrigues,
Melvin - TOP-PPO2-2; 'Groce, Ed'

Subject: ITRC Report

Importance: High

ITRC

Thanks to those who have responded by sending a signed copy of the signature page and those who have been in
contact with me and plan to complete that this week. I have received a number of comments on improving the
text and flow of Appendix C from Jim Eden which are helpful. Attached is an updated copy of the report and a
file summarizing the changes that have been received and incorporated. These changes do not alter the
substance of the report and should not cause any problem for those who have already replied. The cover letter is

unchanged.

For those who have not replyed yet please take the time reply by fax (360) 619-6945 with a signed copy of the
cover letter and a hard copy in the mail. My goal is to distribute the report next week to your management
representatives and the BPA administrator as was done last year indicating completion of this assignment to us.

I realize that this is a very busy time and also some may be out for vacation. Thanks for your help on this
effort. '

Bill Mittelstadt

Signed copies received from:
John Leland

John Martinsen

Ron Schellberg

Phone/email replies received from:
- Jim Eden (editorial changes included)

Ken Morris
Cover Letter -Report Draft Appendix A Appendix B Appendix C Appendix D.doc  Clarifications and
7~19.doc 8~1.doc 7~31.doc 8~1.doc 8~1.doc Editorial C...

Nilliam A Mittelstadt
(E-mail)...






August 12, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002).

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals. Once a year, the ITRC
evaluates and prioritizes BPA’s proposed improvement projects in a manner that will
provide the most cost-effective, reliable service for the region’s consumers. The
committee draws on individuals who are also members of the Northwest Power Pool
(NWPP) Transmission Planning Committee (TPC) and the Operating Committee (OC).
The committee’s review is one of several reviews for BPA’s proposals. BPA participates
in the committee’s work by submitting proposed transmission investments and by
facilitating the committee’s review of those proposals. BPA does not vote on the
committee’s findings and does not finance the work of the ITRC.

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step is
securing additional borrowing authority for BPA.



Attached is the second annual report on the transmission infrastructure proposal that
contains the conclusions and recommendations of the review committee. The report
addresses four additional projects.

e Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible. )

e Project G12 (Olympic Peninsula Reinforcement) is also important, although the need

date is later than initially estimated based on the most recent load forecasts. -
Opportunities for non-transmission alternatives should be pursued in parallel with the
proposed transmission plan and be considered in the final determination.
e Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the WECC
Regional Planning Process this year in expectation that it will be ready to be
considered by the ITRC in 2003.
e Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by BPA.

The report also asks BPA to present any additional proposed major projects for
consideration next year.

Ken Morris John Martinsen Wayman Robinett

PacifiCorp ~ Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples Ronald Schellberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company

cc
Infrastructure Technical Review Committee



Upgrading the Capacity and Reliability
of the BPA Transmission System

Report of the Infrastructure Technical Review Committee

August 1, 2002
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1. Executive Summary

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with the transmission in the region are manifested in several ways:

¢ Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Resolution of the Western energy crisis requires development of new generating
resources. The vast majority of proposed Northwest resources cannot obtain firm
transmission service, or be integrated, without additional bulk transmission.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few bulk grid transmission lines were
added in the past 15 years.

e It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet existing and future obligations in order to comply with recently
adopted national and regional standards that ensure a reliable power system.

e It is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

e Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
¢ National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. The committee has reached the following conclusions and recommendations based
on its review:

e There continues to be a compelling and immediate need to upgrade portions of the
Northwest bulk transmission grid. Solutions proposed by BPA in coordination with
others address the identified problems.

e Projects evaluated in the first review should continue on the revised tlmetable
proposed by BPA. BPA should continue to reevaluate project need and tlmelmes
particularly for projects driven by generation integration.

e Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

e Project G11 (South Seattle Transformer) is not addressed at this time and will be
submitted for future ITRC review.

¢ Project G12 (Olympic Peninsula Reinforcement) is also important, although the need
date is later than initially estimated based on the most recent load forecasts.
Opportunities for non-transmission alternatives should be pursued in parallel with the
proposed transmission fix.

e Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA should complete details of the plan of
service over the next 60 days and bring this through the- WECC Regional Planning
Process. In addition, coordination with PGE is required. The benefits of project G14
are not clear given proposed I5 generation development and potential higher costs to
route around the Columbia Gorge Scenic Area. BPA should bring these projects
forward to the committee for consideration in 2003 after further examination of
alternatives and need.

e The need still remains to increase BPA borrowing authority for transmission by at
least $1 billion in order to ensure that sufficient financial resources are available to



accomplish transmission expansion over a ten-year planning horizon (see Figure 1,
TBL Capital Projects Historical & Future, on page 7).

e BPA should continue to pursue and evaluate third party financing opportunities for
major new transmission projects.

e Preliminary analysis has shown that increased transmission use will recover the cost
of the proposed capital additions. Where the generation project developers are not
funding Network upgrades in advance of construction, BPA should secure 10 to 20
year firm transmission service contracts with appropriate credit provisions before
proceeding with construction. (Note: BPA’s transmission investments are repaid by
its transmission customers, not taxpayers.)

e Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned
transmission additions, and maximum benefits will be achieved through coordinated
development.

e Future reviews should be conducted annually to evaluate and prioritize BPA proposed

major transmission projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. In accordance with provisions in the
January 15, 2002 guidelines1 BPA provided a status report on projects that were
approved last year. There were no significant changes in circumstances that
necessitated any of these projects be returned to the committee for a full review.

2. Projects for 2002 Review

Project List

Cost Energization Capacity
Project (loaded) Date Added
($M) MW
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total : , 35

Project Drivers

Load Entitlement | Generation Transfers Reliability O&M Bidp
Service Return Integration Savings
G10 X X
G12 X X




3. Glossary of Acronyms and Terms

BiOp Biological Opinion

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

4. References

[1] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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Appendix A - Participants

Name With Phone E-Mail Note
Bayless Rich PACW 503-813-5739 |rich.bayless @pacificorp.com
Eden Jim PGE 503-464-7031 |jim_eden@pgn.com
Johnson Don PAC 503.813.5741 |don.johnson @pacificorp.com
Juj Hardev SCL 206-233-1551 |hardev.juj@ci.seattle.wa.us

|Kinney Scott AVA 509.495.4494 |skinney@avistacorp.com
ILeland John MPC 406.497.3383  |jleland @ mtpower.com
|Litchfie!d Jim Consultant |503 222-9480 |icg@ europa.com
IMartinsen John SNOPUD ]425.347.4327 }jdmartinsen @snopud.com
IMorris Ken JPAC 801.220.4277 jken.morris @ pacificorp.com
IReedy Dana INWPP 503.464.2806 |dana.reedy@nwpp.org
IRobinett Wayman IPSE 425.462.3144  |wrobin@puget.com
lRust Jerry NWPP 503-464-2807 _ ljerry.rust@nwpp.org
Goddard Richard PGE 503-464-8495 |richard_goddard@pgn.com
Schellberg Ron IPC 208-388-2455 |rschellberg@idahopower.com
Seabrook Joe |PSE 425.462.3577 . |jseabr@puget.com
Sidiropoulos Mike IPAC michael.sidiropoulos @pacificorp.com
Waples Scott |AVA 509.495.4462 |scott.waples @avistacorp.com
l BPA Contacts
ICarter Lawrence |BPAT 360.619.6674 _|ldcarter@bpa.gov
lHorvath Julius IBPAT 360.619.6673 lighorvath@bpa.gov
IKosterev Dmitry IBPAT 360.619.6671 |dnkosterev@bpa.gov
lLandauer Marv IBPAT 360.619.6602 |mlandauer@bpa.gov
IMittelstadt Bill |BPAT 360.61 9.6672 wmittelstadt@bpa.gov
lRodrigues Melvin IBPAT 360.619.6676 |mtrodrigues @bpa.gov
Silverstein Brian IBPAT 360.619.6651 bisilverstein @bpa.gov
Stadler Larry IBPAT 360.619.6691 _ |lwstadler@bpa.gov
VanZandt Vickie lBPAT 360.418.8459  jvrvanzandt@bpa.gov
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Appendix B —Project Schedules

Project Energization

Kangley - Echo Lake 500 kV line G1 Fall 2003
Schultz - Black Rock 500 kV line G2 Fall 2004
McNary - John Day 500 kV line G3 Fall 2004
Lo Monumental - Starbuck 500 kV line G4 Fall  2004°
Smiths Harbor - McNary 500 kV line G5 Fall 2004°
Schultz series capacitors G6 Fall 2003
Celilo Modernization G7 Summer 2004’
Monroe - Echo Lake 500 kV line G8 Fall = 2005
Bell - Coulee 500 kV line G9 Fall 2004
Pearl Transformer G10 Fall 2003
South Seattle Transformer G11 Fall 2004
Olympic Pennsula Reinforcement G12 Fall  2006'?
Paul - Troutdale 500 kV line G13 Fall  2005°
Hanford - Ostrander loop-in G14 Spring  2005°

Notes:

1 Denotes change from September, 2001 report
2 Energization may change depending on need.

3 To be submitted for future ITRC review.
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background

The Portland area is currently served by four 500/230 kV transformers: Troutdale on the
east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double-circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2™ transformer at Pearl will require extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pearl substation.

Limiting Outages Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional Portland area load increasing at the
rate of 75 MW per year from 2004 though 2007. Beyond that date it will provide load
serving benefit to the capacity of the bank following a suitable plan to address the Big
Eddy - Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream
is limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is
the preferred plan. Alternatives 2-5 are described on the next page.

Alternative | PV Revenue | PV Costs |Net PV|Rev/C | Repayment | In Service Life
(M) M) Years

1 30.8 11.2] 19.6] 2.75 6 2003 2037

2 30.8 32.6| (1.8)] 0.95 14 2003 2037

3 30.8 54.4] (23.7)] 0.57 25 2003 2037

12 (0.9%) 26.9 11.9] 15.0 2.26 8 2003 2037

Risk Factors

The following table qualitatively addresses various risk factors:

Factor Risk Factor Risk

Cost Invoiced Delivery on time In inventory
Siting/ROW Existing site Funding Available
Load Growth See sensitivity 1a Discount Rate Not considered
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The proposed site has space reserved for the transformer addition. Since this does not
involve work outside the substation there are no environmental risks. The Revenue/Cost
ratio remains favorable with half the of the projected load growth (1a). Accordingly, this
is considered to be a very low risk project.

Project Description (Alternative 1)

This project adds a 2" 500/230 kV transformer at the existing Pearl Substation. The new
transformer will be 3 single-phase units (433 MVA each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered

2. Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location
would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.

3. Install a 500/230 kV transformer at McLoughlin Substation.

4. Curtail load in the event of a transformer outage (Do Nothing).

5. Non-transmission alternatives.

Alternatives #2 and #3
Alternatives 2 and 3 listed above have capital costs of $24.5 M and #36 M, respectwely
as compared to $9 M for alternative 1.

Do-Nothing Alternative (#4)

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
McLoughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once per100 years the
outage mean time between failure (MTBF) is estimated as follows:

P(no outage) = (1-1/100)*(4 banks*3 transformers/bank)
P(no outage) = 0.886

P(outage) = 1-0.886 =0.114

MTBF = 1/0.114 = 8.8 years

While the revenues for the do-nothing alternative can be assumed to be the same
assuming load can be carried under the no-outage condition, the societal cost of a bank
outage would be significant. Assuming that load is curtailed to the outage limit for a
period of one week until a new transformer unit is installed the present worth societal
cost over ten years of service is estimated to be about $4.9 M. This is calculated using
the above MTBEF estimate, the following load interruption cost figures inflated yearly by
2.64% and assuming the system exposure is 8 hours/day for two months/year.
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Load Type Composition $/kWHr (2002)
Residential 50% $1.66
Commercial O 30% $18.50
Industrial 20% $27.56

Non-Transmission Alternatives (#5)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 available at:

http://www.transmission.bpa.gov/tbilib/Publications/Infrastructure/default_files/slide0001.htm.

Non-transmission alternatives can not be implemented in time to be considered a viable
alternative to this project.

Analysis
BPA chose the preferred plan for the following reasons:
e Lowest cost

e [Essentially no environmental impact (existing site)

e Favorable Revenue/Cost ratio (2.75)

e Favorable economics under reduced load growth rate

e Short repayment period (6 years)
Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $9M
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G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. A second
500-kV source is needed to solve the voltage collapse problem as early as 2003. A shunt
capacitor group to be installed in 2003 will delay the need for this project until 2005.

With this addition the Olympic Peninsula transmission system has reached the limit that
can be supported by shunt capacitors. A total of 20 capacitor groups amounting to
approximately 900 MVAR will have been installed.

In addition, a double-line outage of the 230-kV double-circuit line from Olympia to
Shelton or a breaker failure at Olympia will result in a total loss of the Olympic Peninsula
during normal winter load. The proposed reinforcement will solve both the N-1 and N-2
problems and reinforce the Olympic Peninsula region.

Limiting Outages Addressed

Olympia 500/230-kV transformer
Paul-Olympia 500-kV line
Olympia-Shelton 230-kV double line
Olympia 230-kV breaker failure

Benefit - Load Area Service

This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.

Business Case

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth corresponding to 26 MW/year reaching a project limit of 338 MW in 2019. In the
Table below, Alternative 1 is the proposed plan and Alternative 2 would involve moving
the 500/230-kV transformer to Olympia (see below). Alternatives 1a-1c are sensitivity
studies discussed under “Risk.”.

Alternative [PV Revenue [PV Costs Net PV |Rev/C [Repayment| In Service Life
($M) ($M) Years

1 21.6 29.3 (7.8)] 0.74 20 2006 2040

la 35.7 35.5 0.2l 1.00 20 2006 2040

1b 14.4 34.1] (19.7)] 042 31 2006 2040

1c 21.6 32.7] (11.1)] 0.66 22 2006 2040

2 21.6 2720 (5.7)] 0.79 19 2006 2040
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Risk
The following table qualitatively addresses various risk factors. Three are identified for
evaluation.

Factor Risk Factor Risk

Cost See sensitivity 1c Delivery on time Routine purchases
Siting/ROW Existing site/ROW | Funding Available

Load Growth See sensitivity 1b Discount Rate See sensitivity 1a

Sensitivity 1a — This case determines what discount rate is needed to achieve a
Revenue/Cost ratio of 1.0. This is achieved by a discount rate of 6.5%, giving an
equivalent rate of return on investment of 6.5% over the 34 year life of the project.
Sensitivity 1b — In this case the load growth rate of 1.8% is cut in half to 0.9%. This
reduces the Revenue/Cost ratio from 0.74 to 0.42 and extends the repayment period from
20 years to 31 years.

Sensitivity 1c — This case represents an increase in project cost of 10%. The
Revenue/Cost ratio for this case dropped from 0.74 to 0.66 and the repayment period
increased from 20 years to 22 years.

Project Description

e Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

e Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line.

Alternatives Considered
2. Move Satsop 500/230 kV transformer to Olympia substation and terminate the

Paul-Satsop 500 kV line at Olympia.
3. No build alternative
4. Non-transmission alternatives

Alternative #2
Alternative #2 listed above has approximately the same capital cost as alternative #1.

Do-Nothing Alternative (#3)

(a) The following information applies to voltage collapse for N-1 contingencies for extra
heavy winter if the transmission system is not reinforced:
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e A 2 year MTBF for N-1 Paul-Olympia 500 kV line with average outage duration
of 2.5 hours. ,

e A 100 year MTBEF each phase of the Olympia 500/230 transformer and a 4 week
replacement time. This corresponds to a bank outage probability of:

- P(outage) = 1-(1-1/100)*3 = 0.030, and a
MTBF = 1/0.030 = 34 years.

e The required load curtailment for either outage increases by 26 MW yearly
- starting in 2006.

Since the outage time is quite different for the two events the societal costs are estimated
separately. Voltage collapse is assumed to occur when the demand exceeds capacity
following the outage by more than 100 MW. Area load is restored to the capability of the
remaining system within one hour. Using the same customer outage costs as with G10
the present worth societal costs of the N-1 line outage is $1 M and the N-1 bank outage is
$5.65 M for a ten year period.

(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

e 9.3 year MTBEF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4. Itis
further assumed that one line can be restored within one hour and the second line
within 24 hours. :

e 0.018 breaker failures/year for each of eight breakers at Olympia. It is assumed
that full service is restored within one hour by moving the affected line over to the
bus tie breaker. This corresponds to a bus outage probability of

P(outage) = 1-(1-0.018)"8 =0.14, and a
MTBF = 1/0.14 = 7.4 years.

Again, the societal costs of the two events are treated separately. In each case it is
assumed that the entire area load will be lost due to voltage collapse for the initial period
of one hour. The estimated present worth societal costs are: $5.06 M for the two-line
outage and $500 K for the breaker failure outages.

Overall then the estimated present worth societal cost for a ten year period of the do-
-nothing alternative is approximately $15.7 M. The present value savings of a ten-year
delay in the project is expected to be greater considering deferred capital, financing and
O&M costs.

Non-Transmission Alternatives (#4)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
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Environmental Economics, Nov. 2001 available at
http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

These measures could cost-effectively defer the need under N-1 contingencies, although
they can not address the N-2 problems. BPA will further consider non-transmission
alternatives before proceeding with this project. Cost information is not available at this
time to allow presentation of an economic analysis.

Analysis

BPA has selected a preferred transmission plan from the alternatives considered, but has
elected to defer a decision on the project to allow time for further development of the
non-transmission alternative (#5) and to consider public input before proceeding.

Of the transmission alternatives considered, the preferred plan is Alternative 1 because it
outperforms the Olympia option for both N-2 critical outages for essentially the same
present worth cost without O&M expenses included. O&M costs would be higher for the
Olympia option based on the amount of extra equipment that would be needed at the
Olympia substation. The Olympia option would require major 230 kV work at the
Olympia substation, including expansion of the 230 kV yard. Land would also have to be
purchased around the 500 kV yard for 230 kV line routing into the 230 kV bus. Some of
the line routing into the 230 kV bus may not even be physically possible based on current
line routing, tower and road locations, land needs and right-of-way widths. The Shelton
option has 8 MW less losses than the Olympia option based on 1170 MW of load, which
is equivalent to normal winter load in 2002-03. These losses will increase with increases
in load. The Shelton option would leave the system better prepared for the future.

BPA will further consider non-transmission alternatives before proceeding with this
project. ‘

Energization Date: Fall 2006
Estimated Cost: $23-26 M
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G13. Paul — Troutdale 500-kV Line

Background

The existing I-5 corridor transmission system is limited to:

- 2400 MW North of Allston by a double Paul — Allston 500-kV line outage
- 1650 MW South of Allston by the Allston — Keeler 500-kV line outage

With new generation projects proposed in the area, the existing system is not adequate to
provide transmission service to most new generating projects on a firm basis, likely
resulting in generation curtailments.

At present, the double Paul — Allston. 500-kV line outage requires 2850 MW generation
dropping and opening of both Chehalis — Longview 230-kV line that run in parallel to the
Paul — Allston line. This sectionalizing removes the northern feed into Portland metro
area, resulting in load service only from the east side through Ostrander. Sectionalizing
greatly reduces reactive margins in the system, which will become a limiting factor as
load grows in Portland area. Sectionalizing was also shown to degrade transient stability
performance.

Currently, the Allston — Keeler 500-kV line outage requires generation dropping up to
2850 MW to prevent thermal overloads. Historic data indicates that there were 19 line
outages in the past 16 years, mostly cased either by lightning hits or trees. It is very
desirable to reduce generation dropping amount for a single contingency since these are
more frequent than multi-contingency outages.

This project is being taken through the WECC Regional Planning process.

Limiting Outages Addressed
Paul — Allston 500-kV double line
Allston — Keeler 500-kV line
Keeler — Pearl 500-kV line

Keeler breaker failure

Benefits

Table 1. Generation projects proposed in the area affecting transmission needs:
Project Capacity | Energization | North of Allston | South of Allston
Napavine 600 11/1/03 | More stress More stress
Grays Harbor I 630 6/1/03 | More stress More stress
Longview — Enron 300 7/1/03 | Less stress More stress
Mint Farm 280 5/1/03 | Less stress More stress
Summit 530 11/1/03 | Less stress More stress
Big Hanaford 250 1/1/02 | More stress More stress
Port Westward 650 12/31/03 | Less stress More stress
Centralia efficiency + 70 Done | More stress More stress
Grays Harbor II 630 11/1/04 | More stress More stress

C-9




It is evident that new generation will greatly increase stress the constrained I-5 paths.
The existing system is not adequate to provide transmission service to most
generating projects on firm basis, very likely resulting in generation curtailments.
The new 500-kV line is expected to provide firm transmission rights for the proposed
projects in the area.

A. Transfer Increase

It is expected that South of Allston limit will increase from 1650 MW to 2,700 —
2,900 MW. The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages and allow time to ramp down generation. Upgrades of
parallel 115-kV and 230-kV lines may be required to get the full capacity.

B. Load Service in Winter Conditions
Studies are under way.

Business Case

This project is driven by requests for long-term firm transmission by new generation and
imports. Parties requesting transmission would be expected to fund the upgrade
consistent with FERC policy.

Risk
The risk associated with this project is small because the generators will be expected to ,
finance the transmission investment and/or commit to long-term transmission service.

Project Description

At present time, the plan of service is not fully defined. Two conceptual options have
been considered and studied for electrical performance. Alternative #1 includes a 500-
kV line from near Longview to Troutdale, and alternative #2 is a 500-kV line from near
Longview to Pearl.

Analysis
No preferred alternative is proposed at this time. The project will be returned to the
Technical Review Committee for consideration in 2003 following the WECC Regional

Planning Process.

Energization Date: Fall 2005
Estimated Cost: $117-155 M
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G14. North of John Day/Portland Area Reinforcement — (Loop the
Hanford-Ostrander 500-kV line into Big Eddy)

Background

The proposed new generation additions around the McNary area along with the new
McNary-John Day 500-kV line will increase the stress across the North of John Day and
the flow between John Day and Big Eddy. This project will relieve some of the North of
John Day constraint and reinforce the transmission between John Day and Big Eddy. In
addition, this project will also reinforce the bulk load serving capability into the greater
Portland area. During abnormal cold weather, an outage of the Bid Eddy-Ostrander 500-
kV line results in voltage collapse in the Portland area. This Project will in effect create a
second Big Eddy — Ostrander 500-kV line and increase the load serving capability to the
Portland area.

Limiting Outages Addressed

Ashe-Marion/Slatt-Buckley 500-kV double line loss (summer)
John Day-Big Eddy 500-kV double line loss (summer)

Slatt 500-kV breaker failures (summer)

Big Eddy-Ostrander 500-kV line (winter)

Pearl 500-kV breaker failures (winter)

Benefit — Congestion Relief and Load Area Support

This project will increase the North of John Day capability by approximately 250-300
MW and increase the capability between John Day and Big Eddy by approximately 600-
700 MW. This project also reinforces the bulk grid to serve greater Portland area load
and eliminate the need for building second Big Eddy-Ostrander 500-kV line. :

Business Case

The primary drivers of this project is North to South network transfers and provide
additional network capacity for service to the Portland area load. The estimated cost
recovery of this project at current rates and for the alternatives considered is over 35
years. In view of the long payback period lower cost alternatives or deferral will be
considered. ‘

Risk

The benefit ascribed to this project for the Portland area load is related to the timing of
the Paul — Troutdale project which in part serves this need. The portion of benefits
ascribed to intertie support will be beneficial at the time the project goes into service but
is not sufficient alone to ensure full cost recovery. Risk that costs will not be recovered
for this project as proposed at this point is high.

Project Description
e This project consists of constructing approximately 16.5 miles of 500-kV double
circuit line to the Columbia River crossing and approximately 18 miles of single
circuit 500-kV line to Big Eddy and 2 miles of line to John Day.



e Develop a new 500-kV switching station next to the existing Hanford (Wautoma)
— Ostrander 500-kV line and loop in the Hanford-Ostrander line into the new
switching station. .

e Add terminals at Big Eddy and John Day to terminate the new lines.

Preliminary Alternatives

¢ Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit.

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit and building a third 20-mile single-circuit
500-kV line between John Day and Big Eddy.

Analysis

No preferred alternative is proposed at this time. The project may be returned to the
Technical Review Committee for consideration in 2003 following further analysis.

Energization Date: Spring 2006
Estimated Cost: $70-90M
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Appendix D - Economic Analysis

The analysis used for projects G10 and G12 was conducted using Excel
spreadsheet calculations. The following indicators of economic performance
were computed:

¢ Repayment time (years from in service date)
e Net Present Value
¢ Benefit to Cost Ratio

The basic economic assumptions used were as follows:

Discount Rate 9.00%
Inflation Rate 2.64%
BPA Financing Rate 6.75%,
O&M Escalation 0.00%
BPA Rate Escalation 0.00%,
O&M Actual 2.64%
BPA Rate Actual 2.64%

The high discount rate of 9% favors projects with a faster payback period. A
lower discount rate would increase benefit/cost ratio for projects G10 and
G12. The treasury borrowing rate of 6.75% represents recent historical BPA
borrowing.

Net Present Value and Benefit to Cost were computed using a substation
equipment service life of 34 years' since both projects G10 and G12 have
major substation components.

Capital cost expenditures were distributed over the expected year of
obligation over the construction period.

BPA transmission revenues were reckoned at the rate of $1.013 $/kW-mo
(12.156 $/kW-year).

Projects G10 and G12 assume that 75% of the load increase is transmission
revenue producing. Assuming 50% revenue producing reduces the benefit to
cost ratios by about 1/3.

Typical operations and maintenance costs are used.’

! Annual Financial Requirements for Bonneville Power Administration Transmission System
and revised Operation and Maintenance Tables, Larry Davidson, March 31, 2000.
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Clarifications and Editorial Changes

Cover Letter
Page 1, paragraph 3.
Changed “BPA’s” to read “BPA”

Report

Page 4

Inserted the following bullet to address G11.
“Project G11 (South Seattle Transformer) is not addressed at this time
and will be submitted for future ITRC review.”

Appendix A
Replaced Mike Ryan’s name with Richard Goddard (PGE)

Appendix B

Replace note asterisks with numbering

Added Note 3 “To be submitted for future ITRC review” applicable to G11,
G13 and G14.

Appendix C - G10

Page C-2, Business Case

Improve flow of first sentence to read as follows:
“This project provides the capacity to carry additional Portland area load
increasing at the rate of 75 MW per year from 2004 though 2007.”

Page C-2, Risk Factors
Darken borders in table at bottom of page to distinguish two groupings of
Factor/Risk. Same for table under project G12.

Page C-3
Insert the following paragraph after section “Alternatives Considered”
' “Alternatives #2 and #3
Alternatives #2 and #3 listed above have capital costs of $24.5 M and #36
M, respectively as compared to $9 M for alternative 1.”

Page C-3, Do Nothing Alternative (#4), second paragraph
In the second sentence replace the words “remaining capability” with “outage
limit” to read as follows:
“Assuming that load is curtailed to the outage limit for a period of one
week ...”



Page C-4 v
Change title of last section from “Decision” to “Analysis.” Same change for
projects G12, G13 and G14. The reason is to not imply a decision ahead of
the NEPA process completion. '

Appendix C - G12

Page C-6

Insert the following section after section “Alternatives Considered”
“Alternative #2
Alternative #2 listed above has approximately the same capital cost as alternative #1.”

Appendix C - G13

Page C-10, strengthen wording in first paragraph

Original wording:
“It is evident that new generatlon will greatly increase stress the
constrained I-5 paths. The existing system is not adequate to provide
transmission service to most generating projects on firm basis, very likely
resulting in generation curtailments. The new 500-kV line is expected to
provide firm transmission rights for the proposed projects in the area.”

Revised wording:
“It is evident that new generation will greatly increase stress on the
constrained I-5 paths. The existing system is not adequate to provide
transmission service to most generating projects on a firm basis, and with
several plants under construction curtailments can be expected without
this project. The new 500-kV line is expected to provide firm transmission
rights for the proposed projects in the area.”

Page C-10, improve wording of second sentence in first second

Original wording:
“The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages. The time to thermal overload will allow to ramp
down generation of dropping.”

Revised Wording
“The new line will eliminate or greatly reduce the need for generatlon
dropping for N-1 outages and allow time to ramp down generation.”

Appendix C - G13

Page C-12, second bullet, improve wording

Original wording
“Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by
building 34.5 miles of 500-kV double circuit and build a third 20miles of
single circuit 500-kV line between John Day and Big Eddy”



Revised wording
“Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by
building 34.5 miles of 500-kV double circuit and building a third 20-mile
single-circuit 500-kV line between John Day and Big Eddy.”

Appendix E

Remove this appendix since the cost figures are now quoted in the new
section added on page C-3. Remove reference to Appendix E in the report
table of contents. ’



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2
Sent: Thursday, August 08, 2002 10:11 AM '
To: 'Martinsen, John'; ‘Morris, Ken'; 'Juj, Hardev'; ‘Leland, John'; '‘Waples, Scott’; 'Groce, Ed';

‘Eden, Jim'; 'Robinett, Wayman'; 'Schellberg, Ron'; Stadler, Larry W - TOP-PP0O2-2; Horvath,
Julius G - TOP-PPO2-2; Rodrigues, Melvin - TOP-PPO2-2; 'Johnson, Don'; 'Seabrook, Joe'

Cc: Regalado, Ann-Marie - TOM-PPQ2-2; Mittelstadt, Bill - TOM-PPO2-2; Silverstein, Brian L -
TOP-PPO2-2

Subject: ITRC Report Conference Call

ITRC Participants

At the request of Wayman Robinett I have scheduled a conference call Monday August 12, 2002 from 10 AM
to Noon PDT to discuss any matters coming out of a conference call that he has arranged for tomorrow among
some of the participants. It is my understanding that two requests are: (1) to include a separate section relating
to projects that were approved last year; and (2) interest by the participants in the detailed economic analysis
spreadsheet.

The Excel economic analysis is attached for you and we would be happy an answer any questions about this
during the Monday conference call or at any time. The BPAT benefit analysis is based on new revenues from
load growth in the respective areas (75 MW/year up to an increase of 300 MW in the Portland area for G10, and
26 MW/year limiting up to an increase of 338 MW in the Olympic Penninsula for G12).

I'will start to work on a summary section in the main report addressing status information on projects approved
last year.

For the Monday conference call, BPA folks will meet in Room 201 so as to keep the bridge positions open for
outside callers.

The phone bridge information for outside participants is:

Call 360-418-8001
Passcode: 6672#

If you have trouble connecting please call Ann my secretary at 360-619-6641 or the phone office at 360-418-
8888. If you are unable to call in at the arranged time, please let me know and I can arrange a separate time for

you.

Thanks for your participation. Signature pages have been received for 6 of the 8 signers. We look forward to
completing this assignment.

Bill Mittelstadt

Economic Analysis
G10-12 7~18~...



Nilliam A Mittelstadt
(E-mail)...



Wright, April E - KFF-2

From:
Sent:
To:

Cc:
Subject:

Mittelstadt, Bill - TOM-PPO2-2

Monday, August 12, 2002 8:27 AM

Mittelstadt, Bill - TOM-PPO2-2; 'Martinsen, John'; 'Morris, Ken'; 'Juj, Hardev'; 'Leland, John';
‘Waples, Scott'; 'Groce, Ed'; 'Eden, Jim'; 'Robinett, Wayman'; 'Schellberg, Ron'; Stadler, Larry
W - TOP-PPO2-2; Horvath, Julius G - TOP-PPO2-2; Rodrigues, Melvin - TOP-PP0O2-2;
‘Johnson, Don'; 'Seabrook, Joe'

Regalado, Ann-Marie - TOM-PPO2-2; Silverstein, Brian L - TOP-PP0O2-2

RE: ITRC Report Conference Call

Attached is a writup summarizing the status of the G1-9 projects as requested by Wayman to be included in the
report for discussion at our conference call.

Bill

Projects Reviewed
in 2001.doc

Nilliam A Mittelstadt

(E-mail)...

----- Original Message-----

From: Mittelstadt, Bill - TOM-PPO2-2

Sent: Thursday, August 08, 2002 10:11 AM

To: ‘Martinsen, John'; 'Morris, Ken'; 'Juj, Hardev'; 'Leland, John'; 'Waples, Scott’; 'Groce, Ed'; 'Eden, Jim'; 'Robinett, Wayman';
'Schellberg, Ron'; Stadler, Larry W - TOP-PPO2-2; Horvath, Julius G - TOP-PPO2-2; Rodrigues, Melvin - TOP-PPO2-2; 'Johnson,
Don'; 'Seabrook, Joe'

Cc: Regalado, Ann-Marie - TOM-PPO2-2; Mittelstadt, Bill - TOM-PPO2-2; Silverstein, Brian L - TOP-PPO2-2

Subject: ITRC Report Conference Call

ITRC Participants

At the request of Wayman Robinett I have scheduled a conference call Monday August 12, 2002 from 10
AM to Noon PDT to discuss any matters coming out of a conference call that he has arranged for tomorrow
among some of the participants. It is my understanding that two requests are: (1) to include a separate
section relating to projects that were approved last year; and (2) interest by the participants in the detailed
economic analysis spreadsheet. ‘

The Excel economic analysis is attached for you and we would be happy an answer any questions about this
during the Monday conference call or at any time. The BPAT benefit analysis is based on new revenues
from load growth in the respective areas (75 MW/year up to an increase of 300 MW in the Portland area for
G10, and 26 MW/year limiting up to an increase of 338 MW in the Olympic Penninsula for G12).

I will start to work on a summary section in the main report addressing status information on projects
approved last year.

For the Monday conference call, BPA folks will meet in Room 201 so as to keep the bridge positions open
for outside callers.



The phone bridge information for outside participants is:

Call 360-418-8001
Passcode: 6672#

If you have trouble connecting please call Ann my secretary at 360-619-6641 or the phone office at 360-418-
8888. If you are unable to call in at the arranged time, please let me know and I can arrange a separate time
for you.

Thanks for your participation. Signature pages have been received for 6 of the 8 signers. We look forward
to completing this assignment.

Bill Mittelstadt

<< File: Economic Analysis G10-12 7~18~02.xls >>

<< File: William A Mittelstadt (E-mail).vcf >>



3. Projects Reviewed in 2001

Projects G1-G9 reviewed in 2001 remain in the construction program but in some cases
with revised energization dates, or subject to commitments from proposed generation
plants. A brief status statement follows on each of these projects;

G1 Puget Sound Area Additions (Kangley — Echo Lake 500 kV Line)

The energization date for this project has set back one year to Fall 2003 to allow a full
analysis of alternatives through the environmental process. The Snoking 500/230 kV
transformer energization has also been delayed by one year to Fall 2003.

G2 North of Hanford (Schultz — Wautoma 500 kV Line and Wautoma Substation)
This project is proceeding forward on the Fall 2004 schedule with no change in status.

G3 McNary — John Day 500 kV Line

This project is proceeding forward on the Fall 2004 schedule with financial commitments
having been received from generation projects for preliminary design and environmental
work.

G4 Lower Monumental — Starbuck 500 kV Line

Need for this project is presently uncertain due to delay of the Starbuck generation
project. Continuation of this project will depend on resumed development of this site and
agreements for financing of the transmission project.

G5 Smiths Harbor — McNary 500 kV Line

Work is proceeding on plans for construction of the substation at Smiths Harbor based on
commitments from the Smiths Harbor generation project. Need for the transmission
project depends on plans to move forward with the Starbuck generation project or other
generation in the area.

G6 Schultz Series Capacitors ,
This project is proceeding ahead for completion in Fall 2003 per the original schedule.

G7 Celilo Modernization
Work is proceeding on this project with the expected energization revised from Fall 2003

to Summer 2004.

G8 Monroe — Echo Lake 500 kV Line
Non-transmission solutions are being reviewed by BPA as possible alternatives for this
project scheduled for Fall 2005.

G9 Bell — Coulee 500 kV Line

This project is on schedule for Fall 2004 energization as reported in last year’s report.
Since that time, agreement has been reached on additional Phase 1 supporting facilities
for service in the Spokane and Lewiston areas. Many of these facilities were included on
the list of potential Phase 2 projects in the 2001 Infrastructure Technical Review
Committee Report. These facilities, to be constructed by Avista, include the following:



Benewah-Shawnee 230 kV

Dry Creek 230 kV switching station

Beacon-Rathdrum double circuit 230 kV

Increase operating limits on Hatwai-Lolo 230 kV

Increase operating limits on Hatwai-North Lewiston 230 kV
Increase operating limits on Dry Creek-North Lewiston 230 kV
230 kV shunt capacitors at Benewah (200 MVAR)

230 kV shunt capacitors at Dry Creek (200 MVAR)

These facilities are planned for energization by December 2006.



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2
Sent: Tuesday, August 13, 2002 8:14 AM
To: '‘Brattebo, Scott'; 'Carr, Geoff'; Carter, Lawrence D - TOP-PPO2-2; 'Eden, Jim'; 'Elizeh,

Edison'; 'Goddard, Richard'; 'Groce, Ed'; Horvath, Julius G - TOP-PPO2-2; 'Johnson, Don',
‘Juj, HardeVv'; Keenan, Gerald - TOP-PPO2-2; 'Kinney, Scott'; Kosterev, Dmitry - TOM-PPO2-
2; Landauer, Marv - TOM-PPO2-2; 'Leland, John'; 'Lu, Franklin'; 'Martinsen, John'; 'Morris,
Ken'; 'Phillips, John'; Quinata, John F - TOE-PPO1-2; 'Reedy, Dana'; Rodrigues, Melvin -
TOP-PPO2-2; 'Rust, Jerry'; Rydell, Kendall - TOP-PPO2-2; 'Schellberg, Ron'; 'Seabrook, Joe';
Silverstein, Brian L - TOP-PPQO2-2; Stadler, Larry W - TOP-PPO2-2; VanZandt, Vickie - TO-
DITT2; 'Waples, Scott'

Cc: Mittelstadt, Bill - TOM-PPO2-2

Subject: ITRC Meeting Announcement

The Columbia Room at the Portland Airport PDX Conference Center has been reserved for Tuesday August
20th to review new revisions to the ITRC report discussed by conference call yesterday and to review a
committee drafted cover letter as requested by the group. The meeting will commence at 9 am and is exected to
be completed by 2 pm. Iam working on incorporating comments in the report and expect to have it out for
distribution by Wednesday morning.

Bill Mittelstadt

Nilliam A Mittelstadt
(E-mail)...
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From:
Sent:
To:

Cc:
Subiject:

Ed

Mittelstadt, Bill - TOM-PPO2-2

Tuesday, August 13, 2002 9:29 AM

'Groce, Ed'

Mittelstadt, Bill - TOM-PPO2-2; Lahmann, Bob - TM-DITT2
Marketer Funding of Transmission

I talked yesterday with Bob Lahmann, (360) 418-2092, about your question of managing risk in connection with
marketer funding of transmission projects. Bob mentioned that as we enter construction a credit agreement is
established involving BPA, the marketer funding the project and a bank upon which BPA can draw for
construction of the facilities. In this arrangement the bank has the responsibility to pay the cost of construction
in the event that the marketer defaults. There is a cost of this provision that depends on project and participant
credit rating . If you have further question on this please feel free to contact Bob at the above number. This is
more detail than we want to put in the report but it is important for you to know.

Bill

Nilliam A Mittelstadt
(E-mail)...



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2
Sent: : Wednesday, August 14, 2002 8:22 AM
To: - 'Brattebo, Scott'; ‘Carr, Geoff'; Carter, Lawrence D - TOP-PPQ2-2; 'Eden, Jim'; 'Elizeh,

Edison'; 'Goddard, Richard'; 'Groce, Ed'; Horvath, Julius G - TOP-PPO2-2; 'Johnson, Don';
'Juj, Hardev'; Keenan, Gerald - TOP-PP0O2-2; 'Kinney, Scott'; Kosterev, Dmitry - TOM-PPO2-
2; Landauer, Marv - TOM-PPO2-2; 'Leland, John'; 'Lu, Franklin'; 'Martinsen, John'; 'Morris,
Ken'; 'Phillips, John'; Quinata, John F - TOE-PPO1-2; 'Reedy, Dana’; 'Reese, Chris'; 'Robinett,
Wayman'; Rodrigues, Melvin - TOP-PPO2-2; 'Rust, Jerry'; Rydell, Kendall - TOP-PPO2-2;
'‘Schellberg, Ron'; 'Seabrook, Joe'; Silverstein, Brian L - TOP-PPO2-2; Stadler, Larry W - TOP-
PPO2-2; VanZandt, Vickie - TO-DITT2; 'Waples, Scott'

Cc: Mittelstadt, Bill - TOM-PPQO2-2

Subject: ITRC Report and Meeting

Per comments received during our Monday conference call I am redistributing the draft report in revisions
format. Changes appear in files: "Report Draft" and "Appendix C." Additional pages are provided to Appendix
D as an Excel workbook (print all worksheets).

As already noted it has been scheduled to convene the ITRC at the Portland Airport PDX conference center on
Tuesday August 20 from 9 am to 2 pm to conclude any revisions to this report and conclude on the group
drafted cover letter. We should plan on bringing closure to this years report at that Tuesday meeting and obtain
signatures for the cover letter of those present.

If you have any further comments before that time please forward them to me.

Bill Mittelstadt

Nilliam A Mittelstadt Report Draft Appendix A Appendix B Appendix C Appendix D.doc Appendix
(E-mail)... 8~13.doc 7~31.doc 8~1.doc 8~13.doc Vorksheets 8~13~0
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1. Executive Summary

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with the transmission in the region are manifested in several ways:

e Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Resolution of the Western energy crisis requires development of new generating
resources. The vast majority of proposed Northwest resources cannot obtain firm
transmission service, or be integrated, without additional bulk transmission.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few bulk grid transmission lines were
added in the past 15 years.

e It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet existing-and-futarestatutory, treaty and contractual obligations in
erdertoand comply with recently-adepted-national and regional standards that ensure
a reliable power system-™.

e It is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

e Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
e National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. The committee has reached the following conclusions and recommendations based
on its review:

Projects Reviewed in 2001:

o  Projects evaluated in previous years should continue on the revised timetable
proposed by BPA. BPA should continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

e In accordance with provisions in the January 15, 2002 guidelines® BPA provided a
status report on projects that were approved last year. There were no significant
changes in circumstances that necessitated any of these projects be returned to the
committee for a full review.

e Section 3 provides a status report on these projects G1-G9.

Projects Reviewed in 2002: :
HThere continues to be a compelling and immediate need to upgrade portions of the

Northwest bulk transmission grid. Solutions proposed by BPA in coordination with
others address the identified problems.

$ P

: . teivend . on.

e Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

e Project G11 (South Seattle Transformer) is not addressed at this time and will be
submitted for future ITRC review.

e Project G12 (Olympic Peninsula Reinforcement) is also important;-. altheugh-theThe
need date to prevent area problems for first contingency (N-1) outages is later than

initially estimated based on the most recent load forecasts. Planned curtailment of

area load is permitted under the NERC/WECC Planning Standards for the exposure to




double contingency (N-2) outages provided that system cascading does not result.
Opportunities for non-transmission alternatives shoeuld-beare being pursued in parallel
with the proposed transmission fix.

Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA should complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE and PacifiCorp is required._in relation to
their respective transmission and generation expansion plans.

The benefits of project G14 are not clear given proposed I5 generation development

and potential higher costs to route around the Columbia Gorge Scenic Area. BPA

should bring these projects forward to the committee for consideration in 2003 after

further examination of alternatives and need.

Rate and Budgetary Impacts:

As started eatlier, there continues to be a compelling and immediate need to upgrade

portions of the Northwest bulk transmission grid and capital to meet that need.

Figure 1 illustrates the historical and future trend transmission capital requirements

forecasting by BPA over a ten-year planning horizon. Since this is well above BPA’s

remaining borrowing authority the need need still remains to increase BPA’s
borrowing authority for transmission by at least $1 billion in order to ensure that

suff1c1ent fmanmal resources are avallable %6—&666&%?-1*5-11—&&&5&&6&&9&—6*?&*&619&

Fu{ufe,—eﬂ-page—’l}:

BPA should continue to pursue and evaluate third party financing opportunities for
major new transmission projects.

Preliminary analysis has shown that increased transmission use will recover the cost
of the proposed capital additions_(details on the economic analysis are given in

Appendix D). Where the generation project developers are not funding Network
upgrades in advance of construction, BPA should secure 10 to 20 year firm
transmission service contracts with appropriate credit provisions before proceeding

with construction. (Nete:BPA s-transmisston-investments-are-repaid-by-its
transmisston-customers,-not-taxpayers

Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned
transmission additions, and maximum benefits will be achieved through coordinated
development.

Future reviews should be conducted annually to evaluate and prioritize BPA proposed
major transmission projects in a manner that will provide the most cost-effective,
reliable service for the reglon s consumers. In accordance with provisions in the
January 15, 2002 guidelines' BPA provided a status report on projects that were
approved last year. There were no significant changes in circumstances that
necessitated any of these projects be returned to the committee for a full review.

Projects for 2002 Review




Project List

Cost Energization Capacity
Project (loaded) Date Added
($M) MW
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total 35

Project Drivers

Load Entitlement | Generation Transfers Reliability Oo&M BiOp
Service Return Integration Savings
G10 X X
G12 X X

3. Projects Reviewed in 2001

Projects G1-G9 reviewed in 2001 remain in the construction program but in some cases
with revised energization dates, or subject to commitments from proposed generation
plants. A brief status statement follows on each of these projects;

G1 Puget Sound Area Additions (Kangley — Echo Lake 500 kV Line)

The energization date for this project has set back one year to Fall 2003 to allow a full
analysis of alternatives through the environmental process. Based on approval by WECC
the outage of the Raver — Echo Lake and Schultz — Echo Lake lines on common rights of
way has been granted an exception from two-line outage requirements and reclassified as
NERC/WECC Category D (exploratory). The Snoking 500/230 kV transformer

energization has also been delayed by one year to Fall 2003.

G2 North of Hanford (Schultz — Wautoma 500 kV Line and Wautoma Substation)
This project is proceeding forward on the Fall 2004 schedule with no change in status.

G3 McNary — John Day 500 kV Line
This project is proceeding forward on the Fall 2004 schedule with financial commitments

having been received from generation projects for preliminary design and environmental

work.

G4 Lower Monumental — Starbuck 500 kV Line

Need for this project is presently uncertain due to delay of the Starbuck generation
project. Continuation of this project will depend on resumed development of this site and
agreements for financing of the transmission project.

G5 Smiths Harbor — McNary 500 kV Line




Work is proceeding on plans for construction of the substation at Smiths Harbor based on

commitments from the Smiths Harbor generation project. Need for the transmission

project depends on plans to move forward with the Starbuck generation project or other
generation in the area.

G6 Schultz Series Capacitors

This project is proceeding ahead for completion in Fall 2003 per the original schedule.

G7 Celilo Modernization
Work is proceeding on this project with the expected energization revised from Fall 2003

to Summer 2004.

G8 Monroe — Echo Lake 500 kV Line
Non-transmission solutions are being reviewed by BPA as possible alternatives for this
project scheduled for Fall 2005.

G9 Bell — Coulee 500 kV Line

This project, which is intended to increase capacity across the West of Hatwai bottleneck, -
is on schedule for Fall 2004 energization as reported in last year's report. Since that time,
agreement has been reached on additional Phase 1 facilities (many of which were

included on the list of potential Phase 2 projects in the 2001 Infrastructure Technical
Review Committee Report), which are presently planned for energization between 2003
and 2007. These facilities, which will be constructed by the Avista Corporation, include
the following projects:

o Benewah-Shawnee 230 kV Line.

e Dry Creek 230 kV Switching Station.

o Beacon-Rathdrum Double Circuit 230 kV Line.
[ ]

[

Increase operating limits on Hatwai-Lolo 230 kV Line.

Increase operating limits on Hatwai-North Lewiston 230 kV Line.
e Increase operating limits on Dry Creek-North Lewiston 230 kV Line.
e Install 230 kV shunt capacitors at Benewah (200 MVAR).

e Install 230 kV shunt capacitors at Dry Creek (200 MVAR):

All of the facilities listed above will be taken through the WECC Regional Planning

Process. Since the Bell-Coulee 500 kV line has already been through the
process, it is expected that this will be an abbreviated process with comments
only for the additional facilities. Any additions or changes to the above list of
projects will be identified through the Regional Planning Process. The complete slate of

Phase I facilities reinforcing the West of Hatwai Path including the Coulee — Bell 500 kV
line will then be taken through the WECC Path Rating Process. Additional (West of
Hatwai Phase II) facilities, which may be necessary in the Northern Idaho / Western

Montana area will be identified in a follow up effort.

4. Glossary of Acronyms and Terms




BiOp Biological Opinion

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

5. References

[11 “NERC/WECC Planning Standards, Board of Trustees approved April 18, 2002.
[$2] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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Appendix A — Participants

Name : With Phone E-Mail " Note
|Bayless Rich |PACW 503-813-5739 |rich.bayless @ pacificorp.com
|Ecien Jim IPGE 503-464-7031 |jim_eden@pgn.com ‘
Johnson Don PAC 503.813.5741 |don.johnson@pacificorp.com
Juj Hardev SCL 206-233-1551 |hardev.juj @ci.seattle.wa.us
IKinney Scott AVA 509.495.4494 |skinney@avistacorp.com
lLeIand John NWE 406.497.3383 |John.Leland@ northwestern.com
lLitchfield Jim lConsuItant 503 222-9480 |lcg@europa.com
|Martinsen John SNOPUD ]425.347.4327 |jdmartinsen @snopud.com
lMorris Ken PAC 801.220.4277 |ken.morris @ pacificorp.com
lReedy Dana INWPP 503.464.2806 |dana.reedy@nwpp.org
|Robinett Wayman |PSE 425.462.3144 _ |wrobin@puget.com

Rust Jerry NWPP 503-464-2807 _ |jerry.rust@nwpp.org
Ryan Mike PGE 503-464-8793 |mike_ryan @pgn.com
Schellberg Ron liec 208-388-2455 |rschellberg@idahopower.com
Seabrook Joe PSE 425.462.3577 _|jseabr@puget.com
Sidiropoulos Mike |PAC michael.sidiropoulos @ pacificorp.com
Waples Scott lAVA 509.495.4462 |scott.waples @avistacorp.com I
{BPA Contacts
lCarter Lawrence |BPAT 360.619.6674 |ldcarter @bpa.gov
IHorvath Julius IBPAT 360.619.6673 _|jghorvath@bpa.gov
IKosterev Dmitry lBPAT 360.619.6671 _|dnkosterev@bpa.gov
ILandauer Marv IBPAT 360.619.6602 |mlandauer@bpa.gov
[mitetstact [ leraT  [360.619.6672 |wmitelstadt@bpa.gov
I Rodrigues Melvin IBPAT 360.619.6676  mtrodrigues @bpa.gov
Silverstein Brian lBPAT 360.619.6651 _|bisilverstein@bpa.gov
Stadler Larry IBPAT . 360.619.6691  |lwstadler@bpa.gov
VanZandt Vickie IBPAT 360.418.8459 _ |vrvanzandt@bpa.gov




Appendix B —Project Schedules

Project Energization

Kangley - Echo Lake 500 kV line G1 Fall 2003’
Schultz - Wautoma 500 kV line G2 Fall 2004
McNary - John Day 500 kV line G3 Fall 2004
Lo Monumental - Starbuck 500 kV line G4 Fall 2004°
Smiths Harbor - McNary 500 kV line G5 Fall 2004°
Schultz series capacitors G6 Fall 2003
Celilo Modernization G7 Summer 2004’
Monroe - Echo Lake 500 kV line G8 Fall 2005
Bell - Coulee 500 kV line G9 Fall 2004
Pearl Transformer G10 Fall 2003
South Seattle Transformer G11 Fall 2004
Olympic Pennsula Reinforcement G12 Fall  2006'"
Paul - Troutdale 500 kV line G13 Fall  2005°
Hanford - Ostrander loop-in G114 Spring 2005

Notes:

1 Denotes change from September, 2001 report
2 Energization may change depending on need.

3 To be submitted for future ITRC review.
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background

The Portland area is currently served by four 500/230 kV transformers: Troutdale on the
east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double-circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2™ transformer at Pearl will require extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pearl substation.

Limiting Outages Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional Portland area load increasing at the
rate of 75 MW per year from 2004 though 2007. Beyond that date it will provide load
serving benefit to the capacity of the bank following a suitable plan to address the Big
Eddy — Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream
is limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is
the preferred plan. Alternatives 2-5 are described on the next page.

Alternative | PV Revenue | PV Costs [Net PV|Rev/C | Repayment | In Service Life
' ($M) (M) Years

1 30.8 11.2] 19.6| 2.75 6 2003 2037

2 30.8 32.6| (1.8)] 0.95 14 2003 2037

3 30.8 54.4| (23.7)] 0.57 25 2003 2037

12 (0.9%) 26.9 11.9) 15.0, 2.26 8 2003 2037

Risk Factors

The following table qualitatively addresses various risk factors:

| Factor Risk Factor Risk
Cost Invoiced Delivery on time In inventory
Siting/ROW Existing site Funding Available
Load Growth See sensitivity la Discount Rate Not considered
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The proposed site has space reserved for the transformer addition. Since this does not
involve work outside the substation there are no environmental risks. The Revenue/Cost
ratio remains favorable with half the of the projected load growth (1a). Accordingly, this
is considered to be a very low risk project.

Project Description (Alternative 1)

This project adds a 2" 500/230 kV transformer at the existing Pearl Substation. The new
transformer will be 3 single-phase units (433 MVA each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered

2. Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location
would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.

3. Install a 500/230 kV transformer at McLoughlin Substation.

4. Curtail load in the event of a transformer outage (Do Nothing).

5. Non-transmission alternatives.

Alternatives #2 and #3 ‘
Alternatives 2 and 3 listed above have capital costs of $24.5 M and $36 M, respectively
as compared to $9 M for alternative 1.

Do-Nothing Alternative (#4)

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
McLoughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once per 100 years the
outage mean time between failure (MTBF) is estimated as follows:

P(no outage) = (1-1/100)"(4 banks*3 transformers/bank)
P(no outage) = 0.886

P(outage) = 1-0.886 = 0.114

MTBF = 1/0.114 = 8.8 years

While the revenues for the do-nothing alternative can be assumed to be the same
assuming load can be carried under the no-outage condition, the societal cost of a bank
outage would be significant. Assuming that load is curtailed to the outage limit for a
period of one week until a new transformer unit is installed the present worth societal
cost over ten years of service is estimated to be about $4.9 M. This is calculated using
the above MTBF estimate, the following load interruption cost figures inflated yearly by
2.64% and assuming the system exposure is 8 hours/day for two months/year.
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Load Type Composition $/kWHr (2002)
Residential 50% $1.66
Commercial 30% $18.50
Industrial 20% $27.56

Non-Transmission Alternatives (#5)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 available at:

http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

Non-transmission alternatives can not be implemented in time to be considered a viable
alternative to this project.

Analysis ,
BPA chose the preferred plan for the following reasons:

e Lowest cost
Essentially no environmental impact (existing site)
Favorable Revenue/Cost ratio (2.75)
Favorable economics under reduced load growth rate
Short repayment period (6 years)

Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $9M
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G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. A second
500-kV source is needed to solve the voltage collapse problem as early as 2003. A shunt
capacitor group to be installed in 2003 will delay the need for this project until 2005.
With this addition the Olympic Peninsula transmission system has reached the limit that
can be supported by shunt capacitors. A total of 20 capacitor groups amounting to
approximately 900 MV AR will have been installed.

In addition, a double-line outage of the 230-kV double-circuit line from Olympia to
Shelton or a breaker failure at Olympia will result in a total loss of the Olympic Peninsula
during normal winter load. The proposed reinforcement will solve both the N-1 and N-2
problems and reinforce the Olympic Peninsula region.

Limiting Outages Addressed

e Olympia 500/230-kV transformer

e Paul-Olympia 500-kV line

e Olympia-Shelton 230-kV double line
e Olympia 230-kV breaker failure

Benefit - Load Area Service .
This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.

Business Case ,

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth corresponding to 26 MW/year reaching a project limit of 338 MW in 2019. In the
Table below, Alternative 1 is the proposed plan and Alternative 2 would involve moving
the 500/230-kV transformer to Olympia (see below). Alternatives la-1c are sensitivity
studies discussed under “Risk.”

Alternative [PV Revenue [PV Costs |Net PV [Rev/C |Repayment| In Service Life
($M) M) Years

1 21.6 29.3] (7.8) 0.74 20 2006 2040

la 35.7 35.5 0.2l 1.00 20 2006 2040

1b 14.4 34.1] (19.7)] 042 31 2006 2040

Ic 21.6 32.7] (11.1)] 0.66 22 2006 2040

2 21.6 272l (6.7} 0.79 19 2006 2040
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Risk
The following table quahtatlvely addresses various risk factors. Three are identified for
evaluation.

Factor Risk Factor Risk

Cost See sensitivity 1c Delivery on time Routine purchases
Siting/ROW Existing site/ROW | Funding Available

Load Growth See sensitivity 1b Discount Rate See sensitivity 1a

Sensitivity 1a — This case determines what discount rate is needed to achieve a
Revenue/Cost ratio of 1.0. This is achieved by a discount rate of 6.5%, giving an
equivalent rate of return on investment of 6.5% over the 34 year life of the project.
Sensitivity 1b — In this case the load growth rate of 1.8% is cut in half to 0.9%. This
reduces the Revenue/Cost ratio from 0.74 to 0.42 and extends the repayment period from
20 years to 31 years.

Sensitivity 1c — This case represents an increase in project cost of 10%. The
Revenue/Cost ratio for this case dropped from 0.74 to 0.66 and the repayment penod
increased from 20 years to 22 years.

Project Description

e Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

¢ Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line.

Alternatives Considered
2. Move Satsop 500/230 kV transformer to Olympia substation and terminate the
Paul-Satsop 500 kV line at Olympia.
3. No build alternative
4. Non-transmission alternatives

Alternative #2
Alternative #2 listed above has approximately the same capital cost as alternative #1.

Do-Nothing Alternative (#3)

(a) The following information applies to voltage collapse for N-1 contingencies for extra
heavy winter if the transmission system is not reinforced:

C-6




e A2 year MTBF for N-1 Paul-Olympia 500 kV line with average outage duration
of 2.5 hours.

e A 100 year MTBF each phase of the Olympia 500/230 transformer and a 4 week
replacement time. This corresponds to a bank outage probability of:

P(outage) = 1-(1-1/100)*3 = 0.030, and a
MTBEF = 1/0.030 = 34 years.

o The required load curtailment for either outage increases by 26 MW yearly
starting in 2006.

Since the outage time is quite different for the two events the societal costs are estimated
separately. Voltage collapse is assumed to occur when the demand exceeds capacity
following the outage by more than 100 MW. Area load is restored to the capability of the
remaining system within one hour. Using the same customer outage costs as with G10
the present worth societal costs of the N-1 line outage is $1 M and the N-1 bank outage is
$5.65 M for a ten year period.

(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

e 9.3 year MTBF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4. It is
further assumed that one line can be restored within one hour and the second line
within 24 hours. A

e 0.018 breaker failures/year for each of eight breakers at Olympia. It is assumed
that full service is restored within one hour by moving the affected line over to the
bus tie breaker. This corresponds to a bus outage probability of

P(outage) = 1-(1-0.018)*"8 =0.14, and a
MTBEF = 1/0.14 = 7.4 years.

Again, the societal costs of the two events are treated separately. In each case it is
assumed that the entire area load will be lost due to voltage collapse for the initial period
of one hour. The estimated present worth societal costs are: $5.06 M for the two-line
outage and $500 K for the breaker failure outages.

Overall then the estimated present worth societal cost for a ten year period of the do-
nothing alternative is approximately $15.7 M. The present value savings of a ten-year
delay in the project is expected to be greater considering deferred capital, financing and
O&M costs.

Non-Transmission Alternatives (#4)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
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Environmental Economics, Nov. 2001 available at
http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide(0001.htm.

These measures could cost-effectively defer the need under N-1 contingencies, although
they can not address the N-2 problems. BPA will further consider non-transmission
alternatives before proceeding with this project. Cost information is not available at this
time to allow presentation of an economic analysis.

| Reliability Considerations
The NERC/WECC Planning Standards address planning requirements for the various

contingencies applicable to this project. Planned loss of demand or curtailment of firm
transfers is permitted for the case of the double line outage (N-2) and the stuck breaker
but not for the single contingency outage (N-1). Cascading outages are not permitted.
Cascading is “...the uncontrolled successive loss of system elements triggered by an
incident at any location...and results in widespread service interruption which cannot be
restrained from sequentially spreading beyond an area predetermined by appropriate
studies.”! To meet these requirements a solution must be in place not later than the time
(1) the system is adversely impacted for single contingency outages or (2) cascading
outages occur for the less probable breaker failure and double contingency outages. In
the event that loss of demand or firm transfers are indicated than it is on a planned basis *

to maintain the overall security of the interconnected transmission system.” In the case
of this project these contingencies will not result in cascading or impact the security of

the overall system. However, the societal impact of these low likelihood events will
continue to be examined as another indicator affecting project need date.

Analysis

BPA has selected a preferred transmission plan from the alternatives considered, but has
elected to defer a decision on the project to allow time for further development of the
non-transmission alternative (#5) and to consider public input before proceeding.

Of the transmission alternatives considered, the preferred plan is Alternative 1 because it
outperforms the Olympia option for both N-2 critical outages for essentially the same
present worth cost without O&M expenses included. O&M costs would be higher for the
Olympia option based on the amount of extra equipment that would be needed at the
Olympia substation. The Olympia option would require major 230 kV work at the
Olympia substation, including expansion of the 230 kV yard. Land would also have to be
purchased around the 500 kV yard for 230 kV line routing into the 230 kV bus. Some of
the line routing into the 230 kV bus may not even be physically possible based on current
line routing, tower and road locations, land needs and right-of-way widths. The Shelton
option has 8 MW less losses than the Olympia option based on 1170 MW of load, which
is equivalent to normal winter load in 2002-03. These losses will increase with increases
in load. The Shelton option would leave the system better prepared for the future.

BPA will further consider non-transmission alternatives before proceeding with this
project.




Energization Date:
Estimated Cost:

Fall 2006
$23-26 M
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G13. Paul — Troutdale S00-kV Line

Background

The existing I-5 corridor transmission system is limited to:
- 2400 MW North of Allston by a double Paul — Allston 500-kV line outage
- 1650 MW South of Allston by the Allston — Keeler 500-kV line outage

With new generation projects proposed in the area, the existing system is not adequate to
provide transmission service to most new generating projects on a firm basis, likely

resulting in generation curtailments.

At present, the double Paul — Allston 500-kV line outage requires 2850 MW generation
dropping and opening of both Chehalis — Longview 230-kV line that run in parallel to the
Paul — Allston line. This sectionalizing removes the northern feed into Portland metro
area, resulting in load service only from the east side through Ostrander. Sectionalizing
greatly reduces reactive margins in the system, which will become a limiting factor as
load grows in Portland area. Sectionalizing was also shown to degrade transient stability

performance.

Currently, the Allston — Keeler 500-kV line outage requires generation dropping up to
2850 MW to prevent thermal overloads. Historic data indicates that there were 19 line
outages in the past 16 years, mostly cased either by lightning hits or trees. It is very
desirable to reduce generation dropping amount for a single contingency since these are
more frequent than multi-contingency outages.

This project is being taken through the WECC Regional Planning process.

Limiting Outages Addressed
Paul — Allston 500-kV double line
Allston — Keeler 500-kV line

- Keeler — Pearl 500-kV line

Keeler breaker failure

Benefits

Table 1. Generation projects proposed in the area affecting transmission needs:
Project Capacity | Energization | North of Allston | South of Allston
Napavine 600 11/1/03 | More stress More stress
Grays Harbor 1 630 6/1/03 | More stress More stress
Longview — Enron 300 7/1/03 | Less stress More stress
Mint Farm 280 . 5/1/03 | Less stress More stress
Summit 530 11/1/03 | Less stress More stress
Big Hanaford 250 1/1/02 | More stress More stress
Port Westward 650 12/31/03 | Less stress More stress
Centralia efficiency + 70 Done | More stress More stress
Grays Harbor II 630 11/1/04 | More stress More stress
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It is evident that new generation will greatly increase stress the constrained I-5 paths.
The existing system is not adequate to provide transmission service to most
generating projects on firm basis, very likely resulting in generation curtailments.
The new 500-kV line is expected to provide firm transmission rights for the proposed
projects in the area.

A. Transfer Increase

It is expected that South of Allston limit will increase from 1650 MW to 2,700 —
2,900 MW. The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages and allow time to ramp down generation. Upgrades of
parallel 115-kV and 230-kV lines may be required to get the full capacity.

B. Load Service in Winter Conditions
Studies are under way.

Business Case

This project is driven by requests for long-term firm transmission by new generation and
imports. Parties requesting transmission would be expected to fund the upgrade
consistent with FERC policy.

Risk
The risk associated with this project is small because the generators will be expected to
finance the transmission investment and/or commit to long-term transmission service.

Project Description

At present time, the plan of service is not fully defined. Two conceptual options have
been considered and studied for electrical performance. Alternative #1 includes a 500-
kV line from near Longview to Troutdale, and alternative #2 is a 500-kV line from near
Longview to Pearl. -

Analysis
No preferred alternative is proposed at this time. The project will be returned to the
Technical Review Committee for consideration in 2003 following the WECC Regional

Planning Process.

Energization Date: Fall 2005
Estimated Cost: $117-155M
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G14. North of John Day/Portland Area Reinforcement — (Loop the
Hanford-Ostrander 500-kV line into Big Eddy)

Background

The proposed new generation additions around the McNary area along with the new
McNary-John Day 500-kV line will increase the stress across the North of John Day and
the flow between John Day and Big Eddy. This project will relieve some of the North of
John Day constraint and reinforce the transmission between John Day and Big Eddy. In
addition, this project will also reinforce the bulk load serving capability into the greater
Portland area. During abnormal cold weather, an outage of the Bid Eddy-Ostrander 500-
kV line results in voltage collapse in the Portland area. This Project will in effect create a
second Big Eddy — Ostrander 500-kV line and increase the load serving capability to the
Portland area. ‘

Limiting Outages Addressed

Ashe-Marion/Slatt-Buckley 500-kV double line loss (summer)
John Day-Big Eddy 500-kV double line loss (summer)

Slatt 500-kV breaker failures (summer)

Big Eddy-Ostrander 500-kV line (winter)

Pearl 500-kV breaker failures (winter)

Benefit — Congestion Relief and Load Area Support

This project will increase the North of John Day capability by approximately 250-300
MW and increase the capability between John Day and Big Eddy by approximately 600-
700 MW. This project also reinforces the bulk grid to serve greater Portland area load
and eliminate the need for building second Big Eddy-Ostrander 500-kV line.

~ Business Case

The primary drivers of this project is North to South network transfers and provide
additional network capacity for service to the Portland area load. The estimated cost
recovery of this project at current rates and for the alternatives considered is over 35
years. In view of the long payback period lower cost alternatives or deferral will be

considered.

Risk

The benefit ascribed to this project for the Portland area load is related to the timing of
the Paul — Troutdale project which in part serves this need. The portion of benefits
ascribed to intertie support will be beneficial at the time the project goes into service but
is not sufficient alone to ensure full cost recovery. Risk that costs will not be recovered
for this project as proposed at this point is high.

Project Description
e This project consists of constructing approximately 16.5 miles of 500-kV double
circuit line to the Columbia River crossing and approximately 18 miles of single
circuit 500-kV line to Big Eddy and 2 miles of line to John Day.
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e Develop a new 500-kV switching station next to the existing Hanford (Wautoma)
— Ostrander 500-kV line and loop in the Hanford-Ostrander line into the new
switching station.

e Add terminals at Big Eddy and John Day to terminate the new lines.

Preliminary Alternatives

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit.

¢ Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit and building a third 20-mile single-circuit
500-kV line between John Day and Big Eddy.

Analysis
No preferred alternative is proposed at this time. The project may be returned to the
Technical Review Committee for consideration in 2003 following further analysis.

Energization Date: Spring 2006 -
Estimated Cost: $70-90M
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Appendix D - Economic Analysis

The analysis used for projects G10 and G12 was conducted using Excel
spreadsheet calculations. The following indicators of economic performance
were computed:

¢ Repayment time (years from in service date)
e Net Present Value
¢ Benefit to Cost Ratio

The basic economic assumptions used were as follows:

Discount Rate 9.00%
Inflation Rate 2.64%
BPA Financing Rate 6.75%
O&M Escalation 0.00%
BPA Rate Escalation 0.00%
O&M Actual 2.64%
BPA Rate Actual 2.64%

The high discount rate of 9% favors projects with a faster payback period. A
lower discount rate would increase benefit/cost ratio for projects G10 and
G12. The treasury borrowing rate of 6.75% represents recent historical BPA

borrowing. :

Net Present Value and Benefit to Cost were computed using a substation
equipment service life of 34 years' since both projects G10 and G12 have
major substation components.

Capital cost expenditures were distributed over the expected year of
obligation over the construction period.

BPA transmission revenues were reckoned at the rate of $1.013 $/kW-mo
(12.156 $/kW-year).

Projects G10 and G12 assume that 75% of the load increase is transmission
revenue producing. Assuming 50% revenue producing reduces the benefit to
cost ratios by about 1/3.

Typical operations and maintenance costs are used.’

' Annual Financial Requirements for Bonneville Power Administration Transmission System
and revised Operation and Maintenance Tables, Larry Davidson, March 31, 2000.
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Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2

Sent: Friday, August 16, 2002 8:32 AM

To: 'Phillips, John M -GEN0O4W"

Cc: Horvath, Julius G - TOP-PPO2-2; Mittelstadt, Bill - TOM-PPO2-2
Subject: RE: ITRC Report and Meeting

Nilliam A Mittelstadt
(E-mail)...

John
In the second comment, are you referring to footnote d4d?

"Depending on system design and expected sysetm impacts, the controlled interruption of
electric supply to customerse (load shedding), the planned removal from service of certain
generators, or the curtailment of contracted firm (non-recallable reserved) electric power
transfer may be necessary to maintain the oerall security opf the interconnected
transmission systems."

Bill

----- Original Message-----

From: Phillips, John M -GENO4W [mailto:john.phillips@pse.com]

Sent: Thursday, August 15, 2002 4:39 PM

To: 'Mittelstadt, Bill - TOM-PPO2-2'

Cc: Reese, Chris; Robinett, Wayman; RODRIGUES, MELVIN; Seabrook, Joe
Subject: RE: ITRC Report and Meeting

Bill,
PSE had two comments.

We still aren't comfortable with justification for the $1 billion figure in
the report. However, if BPA feels it needs to remain in the report and the
committee disagrees then it can be addressed in the cover letter.

The second item is the verbiage added to the report and appendix C regarding
G-12. Justification for delaying the project are based the NERC/WECC
guidelines allowing for "planned" loss of load for a level "C" outages. Per
the guidelines the loss of load also needs to be controlled. Does BPA
currently have in place controls to prevent a voltage collapse during heavy.
winter loading? If not, a proposal, such as a RAS, should be added.

Thanks,
John

Note E-Mail Address Change: john.phillips@pse.com

John Phillips

Puget Sound Energy

Location: 10608 NE 4 St, Bellevue WA
External Phone: (425) 462-3579
Internal Phone: 81-3579



————— Original Message-----

From: Mittelstadt, Bill - TOM-PP0O2-2 [mailto:wmittelstadt@bpa.gov]
Sent: Wednesday, August 14, 2002 8:22 AM

To: Brattebo, Scott; Carr, Geoff; CARTER, LAWRENCE; Eden, Jim; Elizeh,
Edison; 'Goddard, Richard'; Groce, Ed; HORVATH, JULIUS; Johnson, Don;
Juj, Hardev; KEENAN, GERALD; Kinney, Scott; KOSTEREV, DMITRY; LANDAUER,
MARVIN; Leland, John; Lu, Franklin; Martinsen, John; Morris, Ken;
Phillips, John; QUINATA, JOHN; Reedy, Dana; Reese, Chris; Robinett,
Wayman; RODRIGUES, MELVIN; Rust, Jerry; RYDELL, KENDALL; Schellberg,
Ron; Seabrook, Joe; SILVERSTEIN, BRIAN; STADLER, LAWRENCE; VANZANDT,
VICKIE; Waples, Scott

Cc: Mittelstadt, Bill - TOM-PP0O2-2

Subject: ITRC Report and Meeting

Per comments received during our Monday conference call I am redistributing
the draft report in revisions format. Changes appear in files: "Report
Draft" and "Appendix C." Additional pages are provided to Appendix D as an
Excel workbook (print all worksheets). ‘

As already noted it has been scheduled to convene the ITRC at the Portland
Airport PDX conference center on Tuesday August 20 from 9 am to 2 pm to
conclude any revisions to this report and conclude on the group drafted
cover letter. We should plan on bringing closure to this years report at
that Tuesday meeting and obtain signatures for the cover letter of those
present.

If you have any further comments before that time please forward them to
me. :

Bill Mittelstadt

<<William A Mittelstadt (E-mail).vcf>> <<Report Draft 8~13.doc>>
<<Appendix A 7~31.doc>> <<Appendix B 8~1.doc>> <<Appendix C 8~13.doc>>
<<Appendix D.doc>> <<Appendix D~Worksheets 8~13~02.xls>>



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPQO2-2

Sent: Wednesday, August 21, 2002 10:09 AM

To: Mittelstadt, Bill - TOM-PPO2-2; 'Morris, Ken'; 'Juj, HardeV'; 'Leland, John'; 'Martinsen, John';
'Waples, Scott'; 'Eden, Jim'; 'Robinett, Wayman'; 'Schellberg, Ron'

Cc: Silverstein, Brian L - TOP-PPO2-2

Subject: RE: ITRC Report for Signature

Hi

The attached cover letter file has page numbering per suggestion from John Martinsen. Please use this copy for
signature.

John mentioned that there was a tracking "strikeout" on page 2 under the Projects G10-G14 heading. I did not
see it when I opened the file. Let me know if it continues to appear.

Bill

Nilliam A Mittelstadt

(E-mail)...
----- Original Message-----
From: Mittelstadt, Bill - TOM-PPO2-2
Sent: Tuesday, August 20, 2002 4:44 PM
To: 'Morris, Ken'; 'Juj, Hardev'; 'Leland, John'; 'Martinsen, John'; 'Waples, Scott'; 'Eden, Jim'; 'Robinett, Wayman'; 'Schellberg, Ron'
Cc: VanZandt, Vickie - TO; Silverstein, Brian L - TOP-PPO2-2; Mittelstadt, Bill - TOM-PPO2-2

Subject: ITRC Report for Signature

Thanks for your participation in the meeting today to complete revisions to the report and draft the
transmittal cover letter. Please mail and fax a signed copy of the letter to me by Friday August 24. We do
not have the attachment referenced in the cover letter in electronic form and will obtain a copy to include
with the report when it is distributed.

My address and phone numbers are:

William Mittelstadt PPO2-2 TOM
Bonneville Power Administration
Parkway Plaza (Mail Center)
8100 NE Parkway

Vancouver, WA 98662

(360) 419-6672 phone

(360) 619-6945 fax

Thanks



Bill Mittelstadt

<< File: Cover Letter.doc >> << File: BPA Report.doc >> << File: Appendix A.doc >> << File:
Appendix B.doc >> << File: Appendix C.doc >> << File: Appendix D.doc >> << File: Appendix D
Worksheets.xls >>



August 20, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U.S. Department of Energy, May,
2002).

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third-party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals. Each year, the ITRC
evaluates and works to prioritize BPA’s proposed improvement projects in a manner that
will provide the most cost-effective, reliable service for the region’s consumers.
Guidelines for the review were defined in the “Agreement for Annual Review of Major
BPA Transmission Investments” dated July 18, 2001 and with a update added on
January 15, 2002 (attached). The committee draws on individuals who are also members
of the Northwest Power Pool (NWPP) Transmission Planning Committee (TPC) and the
Operating Committee (OC). The committee’s review is one of several reviews for BPA’s
proposals. BPA participates in the committee’s work by submitting a report on proposed
transmission investments and by facilitating the committee’s review of those proposals.
BPA does not vote on the committee’s findings and does not finance the work of the
ITRC.
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Borrowing Authority

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step was BPA
securing additional borrowing authority. The additional borrowing authority was not
approved last year. Unless additional borrowing authority is approved this fall some
needed projects will be delayed, putting reliability at risk and inhibiting construction of
new generation. The resulting congestion and reduced capacity margins will lead to
higher prices and increased market volatility.

Projects G10-G14

Attached is the second annual report on the transmission infrastructure proposal that
contains BPA’s conclusions and recommendations to the review committee. The report
addresses four additional projects. The committee supports BPA’s findings as
summarized below:

Project G10 (Portland Area Additions) is high priority and should be implemented
as soon as possible.

Project G11 (South Seattle Transformer) will be submitted for future review.

Project G12 (Olympic Peninsula Reinforcement) is also important. The need
date to prevent area problems for first contingency (N-1) outages is later than
initially estimated based on the most recent load forecasts. Planned and
controlled loss of area load is permitted under the NERC/WECC Planning
Standards for the exposure to double contingency (N-2) outages provided that
system cascading does not result. Opportunities for non-transmission alternatives
are being pursued in parallel with the proposed transmission fix.

Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the
WECC Regional Planning Process this year in expectation that it will be ready to
be considered by the ITRC in 2003.

Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by
BPA.

Some members of the ITRC believe that projects G12 and G13 should be accelerated.

Additional Comments

Projects reviewed in prior years will not be extensively re-reviewed unless
circumstances have changed significantly. The projects are subjected to other
technical reviews (i.e., TPC, NRTA, WECC) as appropriate. BPA should provide
status reports to the ITRC.

Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts
of sufficient duration and with appropriate credit provisions before proceeding
with construction.
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BPA is requested to continue conducting annual reviews to evaluate and prioritize
proposed major transmission projects in a manner that will provide the most cost-
effective, reliable service for the region’s consumers.

Ken Morris John Martinsen Wayman Robinett
PacifiCorp Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples Ronald Schellberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company

cc
Infrastructure Technical Review Committee
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Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2
Sent: Wednesday, August 28, 2002 8:42 AM
To: Wright, Stephen J - A-7; Maher, Mark W - T-DITT2; VanZandt, Vickie - TO; Courts, Alan - TN-

OPP-3; Johnson, Frederick M- TF-DOB1; Silverstein, Brian L - TOP-PPO2-2; Haner, John -
TOM-PPO2-2; Kreipe, Mike - TOP-PPQO2-2; Rodrigues, Melvin - TOP-PPQ2-2; Horvath, Julius
G - TOP-PPQO2-2; Stadler, Larry W - TOP-PPQ2-2; Carter, Lawrence D - TOP-PPO2-2,
Watkins, Donald S - TOT-DITTZ2; Quinata, John F - TOE-PPQO1-2; Mahar, Dulcy - KC-7;
Bennett, Ruth - TM-DITT2; Lahmann, Bob - TM-Ditt2; Johnson, Frederick M- TF-DOBHT;
Whitney, Carolyn A - T-DITT2; Raschio, Mike - TM-Ditt2

Cc: Mittelstadt, Bill - TOM-PPO2-2; Regalado, Ann-Marie - TOM-PPQ2-2; Stout, Debbie - T-
DITT2; Speer, Cheryl - TO-DITTZ2; Holcomb, Linda L - TOP-PPO2-2
Subject: Infrastructure Technical Review Committee Report

Attached is a copy of the recently completed Infrastructure Technical Review Committee Report for the
second year. The purpose of this report is described in the attachment to the cover letter. A hard copy of this
report will be sent to you soon and it will be posted as a PDF file on the BPA external web page as before.
Copies of the report will also be mailed to the principals of each of the participating utilities.

If you have any questions about the report please feel free to contact Brian Silverstein (6651) or Bill Mittelstadt
(6672). Also please share this with others who may need the information.

Projects reveiwed this year are summarized as follows:

e Project G10 (Portland Area Additions) is high priority and should be implemented as soon as possible.
e Project G11 (Sduth Seattle Transformer) will be submitted for future review. |

e Project G12 (Olympic Peninsula Reinforcement) is also important. The need date to prevent area
problems for first contingency (N-1) outages is later than initially estimated based on the most recent
load forecasts. Planned and controlled loss of area load is permitted under the NERC/WECC Planning
Standards for the exposure to double contingency (N-2) and bus outages provided that system cascading
does not result. Opportunities for non-transmission alternatives are being pursued in parallel with the
proposed transmission fix.

Project G13 (Paul - Troutdale 500-kV Line ) will continue to go through the WECC Regional Planning
Process this year in expectation that it will be ready to be considered by the ITRC in 2003.

Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by BPA.
Thank you

Bill Mittelstadt
(360) 619-6672

Cover Letter .doc Cover Letter BPA Report.doc  Appendix A.doc  Appendix B.doc  Appendix C.doc  Appendix D .doc
Attachment.doc

Appendix D
Worksheets.xls



August 20, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U.S. Department of Energy, May,
2002).

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third-party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals. Each year, the ITRC
evaluates and works to prioritize BPA’s proposed improvement projects in a manner that
will provide the most cost-effective, reliable service for the region’s consumers.
Guidelines for the review were defined in the “Agreement for Annual Review of Major
BPA Transmission Investments” dated July 18, 2001 and with a update added on
January 15, 2002 (attached). The committee draws on individuals who are also members
of the Northwest Power Pool (NWPP) Transmission Planning Committee (TPC) and the
Operating Committee (OC). The committee’s review is one of several reviews for BPA’s
proposals. BPA participates in the committee’s work by submitting a report on proposed
transmission investments and by facilitating the committee’s review of those proposals.
BPA does not vote on the committee’s findings and does not finance the work of the
ITRC.
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Borrowing Authority

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step was BPA
securing additional borrowing authority. The additional borrowing authority was not
approved last year. Unless additional borrowing authority is approved this fall some
needed projects will be delayed, putting reliability at risk and inhibiting construction of
new generation. The resulting congestion and reduced capacity margins will lead to
higher prices and increased market volatility.

Projects G10-G14

Attached is the second annual report on the transmission infrastructure proposal that
contains BPA’s conclusions and recommendations to the review committee. The report
addresses four additional projects. The committee supports BPA’s findings as
summarized below:

e Project G10 (Portland Area Additions) is high priority and should be implemented
as soon as possible.

e Project G11 (South Seattle Transformer) will be submitted for future review.

e Project G12 (Olympic Peninsula Reinforcement) is also important. The need
date to prevent area problems for first contingency (N-1) outages is later than
initially estimated based on the most recent load forecasts. Planned and
controlled loss of area load is permitted under the NERC/WECC Planning
Standards for the exposure to double contingency (N-2) and bus outages provided
that system cascading does not result. Opportunities for non-transmission
alternatives are being pursued in parallel with the proposed transmission fix.

e Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the
WECC Regional Planning Process this year in expectation that it will be ready to
be considered by the ITRC in 2003.

e Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by
BPA.

Some members of the ITRC believe that projects G12 and G13 should be accelerated.

Additional Comments

e Projects reviewed in prior years will not be extensively re-reviewed unless
circumstances have changed significantly. The projects are subjected to other
technical reviews (i.e., TPC, NRTA, WECC) as appropriate. BPA should provide
status reports to the ITRC.

e Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts
of sufficient duration and with appropriate credit provisions before proceeding
with construction.
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BPA is requested to continue conducting annual reviews to evaluate and prioritize
proposed major transmission projects in a manner that will provide the most cost-
effective, reliable service for the region’s consumers.

Ken Morris John Martinsen Wayman Robinett
PacifiCorp Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples Ronald Schellberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company

cc
Infrastructure Technical Review Committee
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Annual BPA Transmission Infrastructure Review
January 15, 2002

Purpose

This paper clarifies the procedures to be used by a review committee
established by the July 18, 2001 Agreement for Annual Review of Major BPA
Transmission Investments (attached). This paper must be read in conjunction
with this underlying agreement between the Northwest investor-owned
utilities and BPA. This paper is not intended to change the underlying
agreement. '

The basic purpose of the annual BPA Transmission Infrastructure
Review is to evaluate the business and technical justifications for proposed
investments by BPA in transmission for the succeeding 5 year period. To
this end, an infrastructure review committee has been established. The
committee is composed of representatives of BPA transmission customers
and BPA. Committee members have business and technical expertise in
transmission planning and operational issues.

The committee will conduct an annual review of all proposed BPA
transmission investments exceeding $10 million over the upcoming
five-year budget cycle. Each subsequent year, the annual review will focus
on the succeeding five-year period (see Finality, below).

The committee will evaluate proposed transmission projects based on
whether they would provide appropriate business, technical and
cost-effective solutions to identified problems, based on a "single utility"
planning concept. The scope of this review includes load center reliability,
congestion relief, transmission customer service requests, generation
integration, meeting contract commitments, efficient use of capital and
schedules for project completion.

BPA will investigate all the alternatives (transmission,
non-transmission and do-nothing) and present the rationale for its
recommended alternative. This rationale will include BPA's risk and
uncertainty analysis and other decision-making criteria. Parties offering
further alternatives for consideration must provide a well-developed
proposal. It will then be BPA's responsibility to include and evaluate any
alternatives in its analysis.

Other Transmission Review Processes

This annual BPA Transmission Infrastructure Review is in no way
intended to replace or diminish any other established review processes,
including the NWPP TPC Joint Planning Process and the NRTA and
WSCC Regional Planning Processes. (Moreover, this paper is not
intended to describe how these other important technical reviews are
structured or will proceed.)

1/4



In general, the annual BPA Transmission Infrastructure Review
should occur, to the extent possible, simultaneously or in tandem with other
reviews of BPA project proposals. To some degree, the infrastructure review
will rely on these other processes to identify technical problems and
alternative solutions to be considered. At the same time, the business
rationale for any BPA project must be considered in tandem with technical
considerations. Therefore, the expectation is that the business review will be
performed in parallel with other reviews and be complementary to them.

Product

The committee will produce an annual report describing the
committee's work and whether it finds that BPA is prioritizing its
transmission improvement projects in a manner that will provide the most
cost-effective, reliable service for the region's consumers.

Timin,

The first annual review occurred in August 2001. All parties who
participated in this first annual review agree that more time is needed to
perform the committee's work and produce a quality product. There is also
agreement that going forward, the annual review should be performed and
the final report produced in a timeframe where it will have maximum
usefulness relative to the annual budget appropriations and Congressional
cycle. To accomplish the maximum usefulness for the annual (next year)
budget, the review will also focus on projects in the 2-5 year timeframe. This
longer-term review will allow input to project planning before decisions are
made in the annual budget process. Thus, going forward, the annual review

should abide by a work plan that allows meaningful, substantive review to
occur and a final report produced no later than May 30 each year.

To this end, the following general schedule will be followed:
February 1 -- BPA submits and presents its draft plan including all
initial economic analysis and other relevant support materials to the
committee. (The initial meeting will be timed to dove-tail with a TPC
meeting already scheduled.)

February 15 -- The committee submits all data and clarification
requests to BPA.

February 28 -- The committee reconvenes, BPA answers all data
requests. ‘

March/April --Subsequent meetings and analysis as required by the
committee.

April 30 -- The committee completes a draft report.

May 30 -- Final report is completed.
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Finality

There needs to be some finality to the annual review. Members of the
committee recognize the need to move to resolve pressing transmission
constraints and not endlessly debate alternative solutions. At the same time,
circumstances are always changing and at times a re-review of pending
project proposals may be appropriate as discussed below.

Major projects that have been reviewed and approved by the annual
BPA Infrastructure Review Committee will not be subject to extensive
review in subsequent annual reviews, with the following two important
exceptions:

1) Many previously recommended projects will be multi-year :
investments and will continue to be included in the BPA budget. In
subsequent annual reviews, BPA will provide status reports on these
ongoing or pending projects, upon the request of the committee.
(These status reports will include all relevant factors, including
changes in load and generation forecasts, cost estimates, and
construction schedule.)

2) Not withstanding recommendation in prior infrastructure reviews, if
there is a significant change in circumstances that may implicate the
business case for a specific project, the committee will undertake a
full review of the project. (Examples of changes in circumstances
may include significant change in project costs, changes in load or
generation, alternative solutions that have surfaced and may be more
cost-effective, or other changes in expectations relative to when the
project was previously reviewed and recommended.)

Finally, a recommendation or endorsement of a project by the annual
BPA transmission infrastructure review committee does not in any way
prejudge, supplant, diminish or eliminate the importance of subjecting the
project to other existing technical reviews, including the NWPP TPC Joint
Planning Process and the WSCC and NRTA Regional Planning Processes.
The general expectation is that projects reviewed by the infrastructure review
committee will also be subject to these other review processes.

Openness
The committee will be composed of representatives of BPA
transmission customers and BPA, as described above. The meetings of the

committee will be open to anyone and everyone who has an interest in the
proceedings.

Attachment
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Agreement for
Annual Review of Major BPA Transmission Investments
July 18, 2001

How the review committee will work:

An independent technical review committee ("committee") will be formed,
consisting of representatives of BPA's transmission customers and BPA.
Committee members shall have business and technical expertise in
transmission planning and operational issues. BPA and its transmission
customers agree to work together in good faith to determine a mutually
agreed upon committee roster in a timely fashion.

The initial annual review will occur during August, 2001, for the purpose
of reviewing proposed BPA transmission investments over $10 M for the
next five years (2002 - 2006). Each year, the committee will review
proposed transmission investment decisions for the succeeding five-year
period. .

The committee will evaluate proposed transmission projects based on
whether they would provide appropriate business, technical, and
cost-effective solutions to identified problems, based on a "single utility"
planning concept. The scope of review will include load center reliability,
congestion relief, generation integration, meeting contract commitments,
and schedules for project completion. The committee's scope of work is
limited to transmission issues, and does not include transmission facility
siting.

The committee will work to assure that the proposed transmission
investment program prioritizes BPA's transmission improvement projects
in a manner that will provide the most cost-effective, reliable service for
the region's consumers. The committee will produce an annual report
describing the committee's work and whether it finds that BPA is
prioritizing its transmission improvement projects in a manner that will
provide the most cost-effective, reliable service for the region's consumers.
The goal will be a report that enjoys the unanimous support of the
committee. Failing agreement, a majority vote will determine the content.
Each BPA transmission customer committee member shall have one vote.
BPA will be an ex-officio member of the committee.

BPA is not legally obligated to abide by any recommendations made by
the committee.

How we will ask for the support of Congress:

We will ask the Senate Appropriations Committee to include the following
language in its report, at the point where it is discussing an increase in
BPA's borrowing authority:

"The Committee is aware that BPA and many of its transmission
customers have agreed to form a technical review committee to assure
that BPA's transmission investments are prioritized to ensure
cost-effective and reliable service for the consumers of the Northwest.

The Committee fully supports the formation of this committee."
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Upgrading the Capacity and Reliability
of the BPA Transmission System

Report to the Infrastructure Technical Review Committee

August 20, 2002
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1.1 Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with transmission in the region are manifested in several ways:

e Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Continued resolution of the Western energy crisis requires development of new
generating resources. The vast majority of proposed Northwest resources cannot
obtain firm transmission service, or be integrated, without additional Bulk
Transmission..

e Itis extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few Bulk Transmission lines were
added in the past 15 years.

e It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet statutory, treaty and contractual obligations and comply with national
and regional standards that ensure a reliable power system'.

As the operator of three-quarters of the Bulk Transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

e Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
¢ National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. BPA conclusions and recommendations given on the following pages.



1.2 Projects Reviewed in 2002

There continues to be a compelling and immediate need to complete the projects
reviewed in 2001 and to further upgrade portions of the Northwest Bulk Transmission
grid. Solutions proposed by BPA in coordination with others address the identified
problems. Detailed descriptions are given in Appendix C together with the economic
analyses in Appendix D.

e Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

e Project G11 (South Seattle Transformer) is not addressed at this time and will be
submitted for future ITRC review.

e Project G12 (Olympic Peninsula Reinforcement) is also important. The need date to
prevent area problems for first contingency (N-1) outages is later than initially
estimated based on the most recent load forecasts. Planned curtailment of area load is
permitted under the NERC/WECC Planning Standards for the exposure to double
contingency (N-2) and bus outages provided that system cascading does not result.
Opportunities for non-transmission alternatives are being pursued in parallel with the
continued review of the proposed transmission fix.

e Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA will complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE and PacifiCorp is required in relation to
their respective transmission and generation expansion plans.

e The benefits of project G14 are not clear given proposed I5 generation development
and potential higher costs to route around the Columbia Gorge Scenic Area. BPA
will bring these projects forward to the committee for consideration in 2003 after
further examination of alternatives and need.

Table 1. 2002 Recommended Projects

Capital Cost | Energization Capacity
Project (loaded) Date Added
($M) MW
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
" [Total 35 '

Table 2, Drivers for 2002 Recommended Projects

Load Entitlement | Generation Transfers Reliability O&M BiOp
Service Return Integration Savings
G10 X X
G12 X X




1.3 Projects Reviewed in 2001

Projects evaluated in previous years should continue on the revised timetable
proposed by BPA. BPA will continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

In accordance with provisions in the January 15, 2002 guidelines* BPA provided a
status report on projects that were reviewed last year. There were no significant
changes in circumstances that necessitated any of these projects be returned to the
committee for a full review.

Section 1.5 provides a status report on these projects G1-G9.

1.4 Rate and Budgetary Impacts

As started earlier, there continues to be a compelling and immediate need to continue to
upgrade portions of the Northwest Bulk Transmission grid and capital to meet that need.

Figure 1 illustrates the historical and projected transmission capital requirements
forecasted by BPA over a ten-year planning horizon. The capital outlay from 2001
and beyond, including the infrastructure proposals, is well above BPA’s remaining
borrowing authority. Accordingly, the need still remains to increase BPA’s
borrowing authority for transmission by at least $1 billion in order to ensure that
sufficient financial resources are available.

BPA will continue to pufsue and evaluate third-party financing opportunities for
major new transmission projects.

Preliminary analysis for the individual projects show that in some cases the cost will
be fully recovered by increased usage and may put downward pressure on rates.
Other projects that are driven by reliability needs may put upward pressure on rates.
Details on the economic analysis are given in Appendix D. This report is not
intended to be a rate projection.

Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts of
sufficient duration and with appropriate credit provisions before proceeding with
construction.

Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned and in
some cases committed to transmission additions, and maximum benefits will be
achieved through coordinated development.

Future reviews will be conducted annually to evaluate and prioritize BPA proposed major
transmission projects in a manner that will provide the most cost-effective, reliable
service for the region’s consumers.



1.5 Status of Projects Reviewed in 2001

Projects G1-G9 reviewed in 2001 remain in the construction program but in some cases
with revised energization dates, or subject to commitments from proposed generation
plants. A brief status statement follows on each of these projects:

G1 Puget Sound Area Additions (Kangley — Echo Lake 500 kV Line)

The energization date for this project has set back one year to Fall 2003 to allow a full
analysis of alternatives through the environmental process. Based on approval by WECC
the outage of the Raver — Echo Lake and Schultz — Echo Lake lines on common rights of
way has been granted an exception from two-line outage requirements and reclassified as
NERC/WECC Category D (exploratory). The Snoking 500/230 kV transformer
energization has also been delayed by one year to Fall 2003.

G2 North of Hanford (Schultz — Wautoma 500 kV Line and Wautoma Substation)
This project is proceeding forward on the Fall 2004 schedule with no change in status.

G3 McNary — John Day 500 kV Line '

This project is proceeding forward on the Fall 2004 schedule with financial commitments
having been received from generation projects for preliminary design and environmental
work.

G4 Lower Monumental — Starbuck 500 kV Line

Need for this project is presently uncertain due to delay of the Starbuck generatlon '
project. Continuation of this project will depend on resumed development of this site and
agreements for financing of the transmission project. :

G5 Smiths Harbor — McNary 500 kV Line

Work is proceeding on plans for construction of the substation at Smiths Harbor based on
commitments from the Smiths Harbor generation project. Need for the transmission
project depends on plans to move forward with the Starbuck generation project or other
generation in the area.

G6 Schultz Series Capacitors
This project is proceeding ahead for completion in Fall 2003 per the original schedule.

G7 Celilo Modernization
Work is proceeding on thls project with the expected energization revised from Fall 2003

to Summer 2004.

G8 Monroe — Echo Lake 500 kV Line
Non-transmission solutions are being reviewed by BPA as possible alternatives for this
project scheduled for Fall 2005.

G9 Bell - Coulee 500 kV Line
This project, which is intended to increase capacity across the West of Hatwai bottleneck,
is on schedule for Fall 2004 energization as reported in last year's report. Since that time,



agreement has been reached on additional Phase 1 facilities (many of which were
included on the list of potential Phase 2 projects in the 2001 Infrastructure Technical
Review Committee Report), which are presently planned for energization between 2003
and 2007. These facilities and modifications, which will be constructed/implemented by
the Avista Corporation, include the following:

Benewah-Shawnee 230 kV Line.

Dry Creek 230 kV Switching Station.

Beacon-Rathdrum Double Circuit 230 kV Line.

Increase operating limits on Hatwai-Lolo 230 kV Line.

Increase operating limits on Hatwai-North Lewiston 230 kV Line.
Increase operating limits on Dry Creek-North Lewiston 230 kV Line.
Install 230 kV shunt capacitors at Benewah (200 MVAR).

Install 230 kV shunt capacitors at Dry Creek (200 MVAR).

All of the facilities listed above will be taken through the WECC Regional Planning
Process. Since the Bell-Coulee 500 kV line has already been through the
process, it is expected that this will be an abbreviated process with comments
only for the additional facilities. Any additions or changes to the above list of
projects will be identified through the Regional Planning Process. The complete slate of
Phase I facilities reinforcing the West of Hatwai Path including the Coulee — Bell 500 kV
line will then be taken through the WECC Path Rating Process. Additional (West of
Hatwai Phase II) facilities, which may be necessary in the Northern Idaho / Western
Montana area will be identified in a follow up effort.

1.6 Glossary of Acronyms and Terms

BiOp Biological Opinion

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

1.7 References

[1] “NERC/WECC Planning Standards, Board of Trustees approved April 18, 2002.
[2] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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Appendix A — Participants

Name With Phone E-Mail
Bayless Rich PACW 503-813-5739 |rich.bayless @ pacificorp.com
Eden Jim PGE 503-464-7031 [jim_eden@pgn.com
Johnson Don PAC 503.813.5741 |don.johnson @pacificorp.com
Juj Hardev SCL 206-233-1551 [hardev.juj@ci.seattle.wa.us
Kinney Scott AVA 509.495.4494 |scott.kinney@avistacorp.com
Leland John NWE 406.497.3383 |john.leland@ northwestern.com
Litchfield Jim Consultant 503 222-9480 |lcg@europa.com
Martinsen John SNOPUD 425.347.4327 |jdmartinsen@snopud.com
Morris Ken PAC 801.220.4277 |ken.morris @ pacificorp.com
Reedy Dana NWPP 503.464.2806 |dana.reedy@nwpp.org
Robinett Wayman |PSE 425.462.3144 |wayman.robinett@pse.com
Reese Chris PSE 425.462.3055 |chris.reese@pse.com
Rust Jerry NWPP 503-464-2807 |jerry.rust@nwpp.org
Goddard Richard PGE 503-464-8495 |richard_goddard@pgn.com
Schellberg Ron IPC 208-388-2455 |rschellberg @idahopower.com
Seabrook Joe PSE 425.462.3577 |jseabr@puget.com
Waples Scott AVA 509.495.4462 |scott.waples @ avistacorp.com
BPA Contacts
[Carter Lawrence |BPAT 360.619.6674 |ldcarter@bpa.gov
IHorvath Julius BPAT 360.619.6673 jghorvéth@bpa.gov
Kosterev Dmitry BPAT 360.619.6671 dnkosterev@bpa.gov
Landauer Marv BPAT 360.619.6602 |mlandauer@bpa.gov
Mittelstadt Bill BPAT 360.619.6672 |wmittelstadt@bpa.gov
Rodrigues Melvin BPAT 360.619.6676 |mtrodrigues @bpa.gov
Silverstein Brian BPAT 360.619.6651 |blsilverstein@bpa.gov
Stadler Larry BPAT 360.619.6691 |iwstadler@bpa.gov
VanZandt Vickie BPAT 360.418.8459 |vrvanzandt@bpa.gov
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Appendix B —Project Schedules

Project Energization

Kangley - Echo Lake 500 kV line G1 Fall 2003’
Schultz - Wautoma 500 kV line G2 Fall 2004
McNary - John Day 500 kV line G3 Fall 2004
Lo Monumental - Starbuck 500 kV line G4 Fall  2004°
Smiths Harbor - McNary 500 kV line G5 Fall  2004°
Schultz series capacitors G6 Fall 2003
Celilo Modernization G7 Summer 2004’
Monroe - Echo Lake 500 kV line G8 Fall 2005
Bell - Coulee 500 kV line G9 Fall 2004
Pearl Transformer G10 Fall 2003
South Seattle Transformer G11 Fall  2004%°
Olympic Pennsula Reinforcement G12 Fall  2006'
Paul - Troutdale 500 kV line G13 Fall 2005°
Hanford - Ostrander loop-in G14 Spring 2005

Notes:

1 Denotes change from September, 2001 report
2 Energization may change depending on need.

3 To be submitted for future ITRC review.
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background

The Portland area is currently served by four 500/230 kV transformers: Troutdale on the
east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double-circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2" transformer at Pearl will require extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pear] substation.

Limiting Outages Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
-overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional Portland area load increasing at the
rate of 75 MW per year from 2004 though 2007. Beyond that date it will provide load -
serving benefit to the capacity of the bank following a suitable plan to address the Big
Eddy — Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream
is limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is
the preferred plan. Alternatives 2-5 are described on the next page and on the following
table is the financial analysis for alternatives 1-3.

Alternative { PV Revenue | PV Costs [Net PV|Rev/C | Repayment | In Service Life
($M) ($M) Years
1 30.8 11.2 19.6] 2.75 6 2003 2037
2 30.8 32.6] (1.8)] 0.95 14 2003 2037
3 30.8 54.4| (23.7)] 0.57 25 2003 2037
1a (0.9%) 26.9 119 15.00 2.26 8 2003 2037
Risk Factors
The following table qualitatively addresses various risk factors:
Factor Risk Factor Risk
Cost Invoiced Delivery on time In inventory
Siting/ROW Existing site Funding Available
Load Growth See sensitivity 1a Discount Rate Not considered




The proposed site has space reserved for the transformer addition. Since this does not
involve work outside the substation there are no environmental risks. The Revenue/Cost -
ratio remains favorable with half the of the projected load growth (1a). Accordingly, this
is considered to be a very low risk project.

Project Description (Alternative 1)

This project adds a 2" 500/230 kV transformer at the existing Pear] Substation. The new
transformer will be 3 single-phase units (433 MVA each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered

2. Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location
would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.

3. Install a 500/230 kV transformer at McLoughlin Substation.

4. Curtail load in the event of a transformer outage (Do Nothing).

5. Non-transmission alternatives.

Alternatives #2 and #3
Alternatives 2 and 3 listed above have capital costs of $24.5 M and $36 M, respectively
as compared to $9 M for alternative 1.

Do-Nothing Alternative (#4)

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
McLoughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once per 100 years the
outage mean time between failure (MTBF) is estimated as follows:

P(no outage) = (1-1/100)(4 banks*3 transformers/bank)
P(no outage) = 0.886

P(outage) = 1-0.886 = 0.114

MTBF = 1/0.114 = 8.8 years

While the revenues for the do-nothing alternative can be assumed to be the same
assuming load can be carried under the no-outage condition, the societal cost of a bank
outage would be significant. Assuming that load is curtailed to the outage limit for a
period of one week until a new transformer unit is installed the present worth societal
cost over ten years of service is estimated to be about $4.9 M. This is calculated using
the above MTBF estimate, the following load interruption cost figures inflated yearly by
2.64% and assuming the system exposure is 8 hours/day for two months/year.
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Load Type Composition $/KWHr (2002)
Residential 50% $1.66
Commercial 30% $18.50
Industrial 20% $27.56

Non-Transmission Alternatives (#5)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 available at:

http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

Non-transmission alternatives can not be implemented in time to be considered a viable
alternative to this project.

Analysis
BPA chose the preferred plan for the following reasons:
e Lowest cost

e Essentially no environmental impact (existing site)

e Favorable Revenue/Cost ratio (2.75)

e Favorable economics under reduced load growth rate

e Short repayment period (6 years)
Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $OM



G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. A second
500-kV source is needed to solve the voltage collapse problem as early as 2003. A shunt
capacitor group to be installed in 2003 will delay the need for this project until 2005.
With this addition the Olympic Peninsula transmission system has reached the limit that
can be supported by shunt capacitors. A total of 20 capacitor groups amounting to
approximately 900 MVAR will have been installed.

In addition, a double-line outage of the 230-kV double-circuit line from Olympia to
Shelton or a breaker failure at Olympia will result in a total loss of the Olympic Peninsula
during normal winter load. The proposed reinforcement will solve both the N-1 and N-2
problems and reinforce the Olympic Peninsula region.

Limiting Outages Addressed

e Olympia 500/230-kV transformer
Paul-Olympia 500-kV line
Olympia-Shelton 230-kV double line
Olympia 230 kV West or East bus outage
Olympia 230-kV breaker failure

Benefit - Load Area Service

This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.

Business Case

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth corresponding to 26 MW/year reaching a project limit of 338 MW in 2019. In the
Table below, Alternative 1 is the proposed plan and Alternative 2 would involve moving
the 500/230-kV transformer to Olympia (see below). Alternatives 1a-1c are sensitivity
studies discussed under “Risk.”

Alternative [PV Revenue [PV Costs Net PV |Rev/C [Repayment| In Service Life
(M) ($M) Years

1 21.6] 29.3] (7.8)] 0.74 20 2006 2040

la 35.7 35.5] 0.2] 1.00 20 2006 2040

1b 14.4 34.1] (19.7)] 0.42 31 2006 2040

Ic 21.6 32.7] (11.1)] 0.66 22 2006 2040

2 21.6 27.2 (5.7)] 0.79 19 2006 2040
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Risk
The following table qualitatively addresses various risk factors. Three are identified for
evaluation.

Factor Risk Factor Risk

Cost See sensitivity 1c¢ Delivery on time Routine purchases
Siting/ROW Existing site/ROW | Funding Available

Load Growth See sensitivity 1b Discount Rate See sensitivity 1a

Sensitivity 1a — This case determines what discount rate is needed to achieve a
Revenue/Cost ratio of 1.0. This is achieved by a discount rate of 6.5%, giving an
equivalent rate of return on investment of 6.5% over the 34 year life of the project.
Sensitivity 1b — In this case the load growth rate of 1.8% is cut in half to 0.9%. This
reduces the Revenue/Cost ratio from 0.74 to 0.42 and extends the repayment period from
20 years to 31 years.

Sensitivity 1c¢ — This case represents an increase in project cost of 10%. The
Revenue/Cost ratio for this case dropped from 0.74 to 0.66 and the repayment perlod
increased from 20 years to 22 years.

Project Description

e Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

e Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line.

Alternatives Considered
2. Move Satsop 500/230 kV transformer to Olympia substation and terminate the
Paul-Satsop 500 kV line at Olympia.
3. No build alternative
4. Non-transmission alternatives

Alternative #2
Alternative #2 listed above has approximately the same capital cost as alternative #1.

Do-Nothing Alternative (#3)
(a) The following information applies to voltage collapse for N-1 contingencies for extra
heavy winter if the transmission system is not reinforced:




e A 2 year MTBF for N-1 Paul-Olympia 500 kV line with average outage duration
of 2.5 hours.

e A 100 year MTBF each phase of the Olympia 500/230 transformer and a 4 week
replacement time. This corresponds to a bank outage probability of:

P(outage) = 1-(1-1/100)*3 = 0.030, and a
MTBF = 1/0.030 = 34 years.

e The required load curtailment for either outage increases by 26 MW yearly
starting in 2006.

Since the outage time is quite different for the two events the societal costs are estimated
separately. Voltage collapse is assumed to occur when the demand exceeds capacity
following the outage by more than 100 MW. Area load is restored to the capability of the
remaining system within one hour. Using the same customer outage costs as with G10
the present worth societal costs of the N-1 line outage is $1 M and the N-1 bank outage is
$5.65 M for a ten year period.

(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

e 9.3 year MTBF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4. It is
further assumed that one line can be restored within one hour and the second line
within 24 hours. .

e 0.018 breaker failures/year for each of eight breakers at Olympia. It is assumed
that full service is restored within one hour by moving the affected line over to the
bus tie breaker. This corresponds to a bus outage probability of

P(outage) = 1-(1-0.018)"8 = 0.14, and a
MTBF = 1/0.14 = 7.4 years.

Again, the societal costs of the two events are treated separately. In each case it is
assumed that the entire area load will be lost due to voltage collapse for the initial period
of one hour. The estimated present worth societal costs are: $5.06 M for the two-line
outage and $500 K for the breaker failure outages.

Overall then the estimated present worth societal cost for a ten year period of the do-
nothing alternative is approximately $15.7 M. The present value savings of a ten-year
delay in the project is expected to be greater considering deferred capital, financing and
O&M costs.

Non-Transmission Alternatives (#4)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
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Environmental Economics, Nov. 2001 available at
http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

These measures could cost-effectively defer the need under N-1 contingencies, although
they can not address the N-2 problems. BPA will further consider non-transmission .
alternatives before proceeding with this project. Cost information is not available at this:
time to allow presentation of an economic analysis.

Reliability Considerations

The NERC/WECC Planning Standards address planning requirements for the various
contingencies applicable to this project. Planned loss of demand or curtailment of firm
transfers is permitted for the case of the double line outage (N-2) and the stuck breaker
but not for the single contingency outage (N-1). Cascading outages are not permitted.
Cascading is “...the uncontrolled successive loss of system elements triggered by an
incident at any location...and results in widespread service interruption which cannot be
restrained from sequentially spreading beyond an area predetermined by appropriate
studies.”! To meet these requirements a solution must be in place not later than the time
(1) the system is adversely impacted for single contingency outages or (2) cascading
outages occur for the less probable breaker failure and double contingency outages. In
the event that loss of demand or firm transfers are indicated than it is on a planned basis “
to maintain the overall security of the interconnected transmission system.” In the case
of this project these contingencies will not result in cascading or impact the security of
the overall system. However, the societal impact of these low likelihood events will
continue to be examined as another indicator affecting project need date.

Analysis

BPA has selected a preferred transmission plan from the alternatives considered, but has
elected to defer a decision on the project to allow time for further development of the
non-transmission alternative (#4) and to consider public input before proceeding.

Of the transmission alternatives considered, the preferred plan is Alternative 1 because it
outperforms the Olympia option for both N-2 critical outages for essentially the same
present worth cost without O&M expenses included. O&M costs would be higher for the
Olympia option based on the amount of extra equipment that would be needed at the
Olympia substation. The Olympia option would require major 230 kV work at the
Olympia substation, including expansion of the 230 kV yard. Land would also have to be
purchased around the 500 kV yard for 230 kV line routing into the 230 kV bus. Some of
the line routing into the 230 kV bus may not even be physically possible based on current
line routing, tower and road locations, land needs and right-of-way widths. The Shelton
option has 8 MW less losses than the Olympia option based on 1170 MW of load, which
is equivalent to normal winter load in 2002-03. These losses will increase with increases
in load. The Shelton option would leave the system better prepared for the future.

BPA will further consider non-transmission alternatives before proceeding with this
project.

Energization Date: Fall 2006
Estimated Cost: $23-26 M
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G13. Paul - Troutdale 500-kV Line

Background

The existing I-5 corridor transmission system is limited to:

- 2400 MW North of Allston by a double Paul — Allston 500-kV line outage
- 1650 MW South of Allston by the Allston — Keeler 500-kV line outage

With new generation projects proposed in the area, the existing system is not adequate to
provide transmission service to most new generating projects on a firm basis, likely
resulting in generation curtailments.

At present, the double Paul — Allston 500-kV line outage requires 2850 MW generation
dropping and opening of both Chehalis — Longview 230-kV line that run in parallel to the .
Paul — Allston line. This sectionalizing removes the northern feed into Portland metro
area, resulting in load service only from the east side through Ostrander. Sectionalizing
greatly reduces reactive margins in the system, which will become a limiting factor as
load grows in Portland area. Sectionalizing was also shown to degrade transient stability
performance.

Currently, the Allston — Keeler 500-kV line outage requires generation dropping up to
2850 MW to prevent thermal overloads. Historic data indicates that there were 19 line
outages in the past 16 years, mostly cased either by lightning hits or trees. It is very
desirable to reduce generation dropping amount for a single contingency since these are
more frequent than multi-contingency outages.

This project is being taken through the WECC Regional Planning process.

Limiting Outages Addressed
Paul — Allston 500-kV double line
Allston — Keeler 500-kV line
Keeler — Pearl 500-kV line

Keeler breaker failure

Benefits

Table 1. Generation projects proposed in the area affecting transmission needs:
Project Capacity | Energization | North of Allston | South of Allston
Napavine' 600 11/1/03 | More stress More stress
Grays Harbor I' 630 6/1/03 | More stress More stress
Longview — Enron 300 7/1/03 | Less stress More stress
Mint Farm' 280 5/1/03 | Less stress More stress
Summit 530 11/1/03 | Less stress More stress
Big Hanaford 250 In Service | More stress More stress
Port Westward 650 12/31/03 | Less stress More stress
Centralia efficiency 70 In Service | More stress More stress
Grays Harbor 11 630 11/1/04 | More stress More stress

! Under construction




It is evident that new generation will greatly increase stress on the constrained I-5
paths. The existing system is not adequate to provide transmission service to most
generating projects on a firm basis, and with several projects already in construction
generation curtailments can be expected without this project. The new 500-kV line is
expected to provide firm transmission rights for the proposed projects in the area.

A. Transfer Increase

It is expected that South of Allston limit will increase from 1650 MW to 2,700 -

2,900 MW. The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages and allow time to ramp down generation. Upgrades of

parallel 115-kV and 230-kV lines may be required to get the full capacity.

B. Load Service in Winter Conditions
Studies are under way.

Business Case

This project is driven by requests for long-term firm transmission by new generation and
imports. Parties requesting transmission would be expected to fund the upgrade
consistent with FERC policy.

Risk
The risk associated with this project is small because the generators will be expected to
" finance the transmission investment and/or commit to long-term transmission service.

Project Description

At present time, the plan of service is not fully defined. Two conceptual options have
been considered and studied for electrical performance. Alternative #1 includes a 500-
kV line from near Longview to Troutdale, and alternative #2 is a 500-kV line from near
Longview to Pearl.

Analysis :

No preferred alternative is proposed at this time. The project will be returned to the
Technical Review Committee for consideration in 2003 following the WECC Regional
Planning Process.

Energization Date: Fall 2005
Estimated Cost: $117-155 M
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G14. North of John Day/Portland Area Reinforcement — (Loop the
Hanford-Ostrander 500-kV line into Big Eddy)

Background

The proposed new generation additions around the McNary area along with the new
McNary-John Day 500-kV line will increase the stress across the North of John Day and
the flow between John Day and Big Eddy. This project will relieve some of the North of
John Day constraint and reinforce the transmission between John Day and Big Eddy. In
addition, this project will also reinforce the bulk load serving capability into the greater
Portland area. During abnormal cold weather, an outage of the Bid Eddy-Ostrander 500-
kV line results in voltage collapse in the Portland area. This Project will in effect create a
second Big Eddy — Ostrander 500-kV line and increase the load serving capability to the
Portland area.

Limiting Outages Addressed

Ashe-Marion/Slatt-Buckley 500-kV double line loss (summer)
John Day-Big Eddy 500-kV double line loss (summer)

Slatt 500-kV breaker failures (summer)

Big Eddy-Ostrander 500-kV line (winter)

Pearl 500-kV breaker failures (winter)

Benefit — Congestion Relief and Load Area Support

This project will increase the North of John Day capability by approximately 250-300
MW and increase the capability between John Day and Big Eddy by approximately 600-
700 MW. This project also reinforces the bulk grid to serve greater Portland area load
and eliminate the need for building second Big Eddy-Ostrander 500-kV line.

Business Case

The primary drivers of this project is North to South network transfers and provide
additional network capacity for service to the Portland area load. The estimated cost
recovery of this project at current rates and for the alternatives considered is over 35
years. In view of the long payback period lower cost alternatives or deferral will be
considered.

Risk :

The benefit ascribed to this project for the Portland area load is related to the timing of
the Paul — Troutdale project which in part serves this need. The portion of benefits
ascribed to intertie support will be beneficial at the time the project goes into service but
is not sufficient alone to ensure full cost recovery. Risk that costs will not be recovered
for this project as proposed at this point is high.

Project Description
e This project consists of constructing approximately 16.5 miles of 500-kV double
circuit line to the Columbia River crossing and approximately 18 miles of single
circuit 500-kV line to Big Eddy and 2 miles of line to John Day.



e Develop a new 500-kV switching station next to the existing Hanford (Wautoma)
— Ostrander 500-kV line and loop in the Hanford-Ostrander line into the new
switching station.

e Add terminals at Big Eddy and John Day to terminate the new lines.

Preliminary Alternatives

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit. '

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit and building a third 20-mile single-circuit
500-kV line between John Day and Big Eddy.

Analysis

No preferred alternative is proposed at this time. The project may be returned to the
Technical Review Committee for consideration in 2003 following further analysis.

Energization Date: Spring 2006
Estimated Cost: $70-90M
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Appendix D - Economic Analysis

The analysis used for projects G10 and G12 was conducted using Excel
spreadsheet calculations. The following indicators of economic performance
were computed:

¢ Repayment time (years from in service date)
e Net Present Value
e Benefit to Cost Ratio

The basic economic assumptions used were as follows:

Discount Rate 9.00%
Iinflation Rate 2.64%
BPA Financing Rate 6.75%
O&M Escalation 0.00%
BPA Rate Escalation 0.00%
O&M Actual 2.64%
BPA Rate Actual 2.64%

The high discount rate of 9% favors projects with a faster payback period. A
lower discount rate would increase benefit/cost ratio for projects G10 and
G12. The treasury borrowing rate of 6.75% represents recent historical BPA
borrowing.

Net Present Value and Benefit to Cost were computed using a substation
equipment service life of 34 years' since both projects G10 and G12 have
major substation components.

Capital cost expenditures were distributed over the expected year of
obligation over the construction period.

BPA transmission revenues were reckoned at the rate of $1.013 $/kW-mo
(12.156 $/kW-year).

Projects G10 and G12 assume that 75% of the load increase is transmission
revenue producing. Assuming 50% revenue producing reduces the benefit to

cost ratios by about 1/3.

Typical operations and maintenance costs are used.’

' Annual Financial Requirements for Bonneville Power Administration Transmission System
and revised Operation and Maintenance Tables, Larry Davidson, March 31, 2000.
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Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPQO2-2
Sent: Monday, July 01, 2002 12:48 PM
To: Mittelstadt, Bill - TOM-PPO2-2; 'Brattebo, Scott'; 'Carr, Geoff'; Carter, Lawrence D - TOP-

PPO2-2; 'Eden, Jim'; 'Elizeh, Edison'; 'Goddard, Richard'; '‘Groce, Ed'; Horvath, Julius G -
TOP-PPO2-2; 'Johnson, Don'; 'Juj, Hardev'; Keenan, Gerald - TOP-PPO2-2; ‘Kinney, Scott';
Kosterev, Dmitry - TOM-PPO2-2; Landauer, Marv - TOM-PPO2-2; 'Leland, John'; 'Lu,
Franklin'; 'Martinsen, John'; 'Morris, Ken'; 'Phillips, John'; Quinata, John F - TOE-PPO1-2;
'Reedy, Dana’; Rodrigues, Melvin - TOP-PPO2-2; 'Rust, Jerry'; Rydell, Kendall - TOP-PPO2-2;
'Schellberg, Ron'; 'Seabrook, Joe'; Silverstein, Brian L - TOP-PPO2-2; Stadler, Larry W - TOP-
PPO2-2; VanZandt, Vickie - TO-DITTZ2; 'Waples, Scott'

Cc: Haner, John - TOM-PPO2-2

Subject: RE: ITRG Draft Report

Hello again,

Please return any comments on this draft material that was submitted to you by July 10 so that the report can be
finalized.

Thanks

Bill Mittelstadt

Villiam A Mittelstadt

(E-mail)...
-----Qriginal Message-----
From: Mittelstadt, Bill - TOM-PPO2-2
Sent: Monday, June 24, 2002 8:56 AM
To: Brattebo, Scott; Carr, Geoff; CARTER, LAWRENCE; Eden, Jim; Elizeh, Edison; 'Goddard, Richard'; Groce, Ed; HORVATH, JULIUS;

Johnson, Don; Juj, Hardev; KEENAN, GERALD; Kinney, Scott; KOSTEREV, DMITRY; LANDAUER, MARVIN; Leland, John; Lu,
Franklin; Martinsen, John; Morris, Ken; Phillips, John; QUINATA, JOHN; Reedy, Dana; RODRIGUES, MELVIN; Rust, Jerry;
RYDELL, KENDALL; Schellberg, Ron; Seabrook, Joe; SILVERSTEIN, BRIAN; STADLER, LAWRENCE; VANZANDT, VICKIE;
Waples, Scott

Cc: Mittelstadt, Bill - TOM-PPO2-2; Haner, John - TOM-PPO2-2

Subject: ITRG Draft Report

Dear Technical Review Committee Participants

This year we conducted the second annual review of BPA's proposed transmission infrastructure
projects. BPA offered four projects for consideration. Based on your feedback, BPA
recommends that two of the projects be advanced: G10 (Portland Area Additions) for
construction and G12 (Olympic Peninsula Reinforcement) for environmental review. The other
two projects will be brought forward again.

Attached please find a draft report based on the format from last year. It summarizes BPA's
proposals and our sense of the Committee views. We have tried to provide the additional
information you requested and incorporate your feedback. Please feel free to edit the documents
and return them to me. Depending on the response we can finalize the documents based on your
edits, set up a conference call if further discussion is warranted, or set up a another meeting in
Portland if that's what you want to do.



Our intention is to repeat the process with additional proposals next year.

| appreciate the time you have taken to provide critical feedback and | look forward to hearing
from you. '

Regards
Bill

<< File: William A Mittelstadt (E-mail).vcf >> << File: Cover Letter.doc >> << File: Report Draft.doc >>
<< File: Appendix A.doc >> << File: Appendix B.doc >> << File: Appendix C.doc >> << File: Appendix
D.doc >> << File: Appendix E.doc >>



Wright, April E - KFF-2

From: Mittelstadt, Bill - TOM-PPO2-2

Sent: Tuesday, August 20, 2002 4:44 PM

To: '‘Morris, Ken'; 'Juj, HardeV'; 'Leland, John'; ‘Martinsen, John'; 'Waples, Scott'; 'Eden, Jim';
'Robinett, Wayman'; 'Schellberg, Ron'’

Cc: VanZandt, Vickie - TO-DITT2; Silverstein, Brian L - TOP-PPO2-2; Mittelstadt, Bill - TOM-
PPO2-2

Subject: ITRC Report for Signature

Thanks for your participation in the meeting today to complete revisions to the report and draft the transmittal
cover letter. Please mail and fax a signed copy of the letter to me by Friday August 24. We do not have the
attachment referenced in the cover letter in electronic form and will obtain a copy to include with the report
when it is distributed.

My address and phone numbers are:

William Mittelstadt PPO2-2 TOM
Bonneville Power Administration
Parkway Plaza (Mail Center)
8100 NE Parkway

Vancouver, WA 98662

(360) 419-6672 phone

(360) 619-6945 fax

Thanks

Bill Mittelstadt
i

Cover Letter.doc  BPA Report.doc  Appendix A.doc  Appendix B.doc = Appendix C.doc  Appendix D.doc Appendix D
: Worksheets.xls




August 20, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Background

Portions of the Northwest transmission system are gridlocked. An adequate and

affordable electric supply is not possible without sufficient transmission capacity. An

unreliable system puts public health, safety and the economy at risk. Confirmation of

these findings is contained in the National Grid Study (U.S. Department of Energy, May,
2002). '

As the operator of three-quarters of the bulk transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third-party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals. Each year, the ITRC
evaluates and works to prioritize BPA’s proposed improvement projects in a manner that
will provide the most cost-effective, reliable service for the region’s consumers.
Guidelines for the review were defined in the “Agreement for Annual Review of Major
BPA Transmission Investments” dated July 18, 2001 and with a update added on
January 15, 2002 (attached). The committee draws on individuals who are also members
of the Northwest Power Pool (NWPP) Transmission Planning Committee (TPC) and the
Operating Committee (OC). The committee’s review is one of several reviews for BPA’s
proposals. BPA participates in the committee’s work by submitting a report on proposed
transmission investments and by facilitating the committee’s review of those proposals.
BPA does not vote on the committee’s findings and does not finance the work of the
ITRC.



Borrowing Authority

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step was BPA
securing additional borrowing authority. The additional borrowing authority was not
approved last year. Unless additional borrowing authority is approved this fall some
needed projects will be delayed, putting reliability at risk and inhibiting construction of
new generation. The resulting congestion and reduced capacity margins will lead to
higher prices and increased market volatility.

Projects G10-G14

Attached is the second annual report on the transmission infrastructure proposal that
contains BPA’s conclusions and recommendations to the review committee. The report
addresses four additional projects. The committee supports BPA’s findings as
summarized below:

Project G10 (Portland Area Additions) is high priority and should be implemented
as soon as possible.

Project G11 (South Seattle Transformer) will be submitted for future review.

Project G12 (Olympic Peninsula Reinforcement) is also important. The need
date to prevent area problems for first contingency (N-1) outages is later than
initially estimated based on the most recent load forecasts. Planned and
controlled loss of area load is permitted under the NERC/WECC Planning
Standards for the exposure to double contingency (N-2) outages provided that
system cascading does not result. Opportunities for non-transmission alternatives
are being pursued in parallel with the proposed transmission fix.

Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the
WECC Regional Planning Process this year in expectation that it will be ready to
be considered by the ITRC in 2003.

Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by
BPA. '

Some members of the ITRC believe that projects G12 and G13 should be accelerated.

Additional Comments

Projects reviewed in prior years will not be extensively re-reviewed unless
circumstances have changed significantly. The projects are subjected to other
technical reviews (i.e., TPC, NRTA, WECC) as appropriate. BPA should provide
status reports to the ITRC.

Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts
of sufficient duration and with appropriate credit provisions before proceeding
with construction.



BPA is requested to continue conducting annual reviews to evaluate and prioritize
proposed major transmission projects in a manner that will provide the most cost-
effective, reliable service for the region’s consumers.

Ken Morris John Martinsen Wayman Robinett
PacifiCorp Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples Ronald Schellberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company
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1.1 Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with transmission in the region are manifested in several ways:

e Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Continued resolution of the Western energy crisis requires development of new
generating resources. The vast majority of proposed Northwest resources cannot
obtain firm transmission service, or be integrated, without additional Bulk
Transmission.

e It is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few Bulk Transmission lines were
added in the past 15 years.

e It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet statutory, treaty and contractual obligations and comply with national
and regional standards that ensure a reliable power system .

As the operator of three-quarters of the Bulk Transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

e Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
e National Environmental Policy Act (NEPA) review for individual projects -

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. BPA conclusions and recommendations given on the following pages.



1.2 Projects Reviewed in 2002

There continues to be a compelling and immediate need to complete the projects
reviewed in 2001 and to further upgrade portions of the Northwest Bulk Transmission
grid. Solutions proposed by BPA in coordination with others address the identified
problems. Detailed descriptions are given in Appendix C together with the economic
analyses in Appendix D.

Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

Project G11 (South Seattle Transformer) is not addressed at this time and will be
submitted for future ITRC review.

Project G12 (Olympic Peninsula Reinforcement) is also important. The need date to
prevent area problems for first contingency (N-1) outages is later than initially
estimated based on the most recent load forecasts. Planned curtailment of area load is
permitted under the NERC/WECC Planning Standards for the exposure to double
contingency (N-2) outages provided that system cascading does not result.
Opportunities for non-transmission alternatives are being pursued in parallel with the
continued review of the proposed transmission fix.

Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA will complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE and PacifiCorp is required in relation to
their respective transmission and generation expansion plans.

The benefits of project G14 are not clear given proposed I5 generation development
and potential higher costs to route around the Columbia Gorge Scenic Area. BPA
will bring these projects forward to the committee for consideration in 2003 after
further examination of alternatives and need.

Table 1. 2002 Recommended Projects

Capital Cost | Energization Capacity
Project (loaded) Date Added
($M) Mw
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total 35
Table 2. Drivers for 2002 Recommended Projects
Load Entittement | Generation Transfers Reliability O&M BiOp
Service Return Integration Savings
G10 X X
Gi12 X X




1.3 Projects Reviewed in 2001

Projects evaluated in previous years should continue on the revised timetable
proposed by BPA. BPA will continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

In accordance with provisions in the January 15, 2002 guidelines” BPA provided a
status report on projects that were reviewed last year. There were no significant
changes in circumstances that necessitated any of these projects be returned to the
committee for a full review.

Section 1.5 provides a status report on these projects G1-G9.

1.4 Rate and Budgetary Impacts

As started earlier, there continues to be a compelling and immediate need to continue to
upgrade portions of the Northwest Bulk Transmission grid and capital to meet that need.

Figure 1 illustrates the historical and projected transmission capital requirements
forecasted by BPA over a ten-year planning horizon. The capital outlay from 2001
and beyond, including the infrastructure proposals, is well above BPA’s remaining
borrowing authority. Accordingly, the need still remains to increase BPA’s
borrowing authority for transmission by at least $1 billion in order to ensure that
sufficient financial resources are available.

BPA will continue to pursue and evaluate third-party financing opportunities for
major new transmission projects.

Preliminary analysis for the individual projects show that in some cases the cost will
be fully recovered by increased usage and may put downward pressure on rates.
Other projects that are driven by reliability needs may put upward pressure on rates.
Details on the economic analysis are given in Appendix D. This report is not
intended to be a rate projection.

Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts of
sufficient duration and with appropriate credit provisions before proceeding with
construction.

Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned and in
some cases committed to transmission additions, and maximum benefits will be
achieved through coordinated development.

Future reviews will be conducted annually to evaluate and prioritize BPA proposed major
transmission projects in a manner that will provide the most cost-effective, reliable
service for the region’s consumers. :



1.5 Status of Projects Reviewed in 2001

Projects G1-G9 reviewed in 2001 remain in the construction program but in some cases
with revised energization dates, or subject to commitments from proposed generation
plants. A brief status statement follows on each of these projects:

G1 Puget Sound Area Additions (Kangley — Echo Lake 500 kV Line)

The energization date for this project has set back one year to Fall 2003 to allow a full
analysis of alternatives through the environmental process. Based on approval by WECC
the outage of the Raver — Echo Lake and Schultz — Echo Lake lines on common rights of
way has been granted an exception from two-line outage requirements and reclassified as
NERC/WECC Category D (exploratory). The Snoking 500/230 kV transformer
energization has also been delayed by one year to Fall 2003.

G2 North of Hanford (Schultz — Wautoma 500 kV Line and Wautoma Substation)
This project is proceeding forward on the Fall 2004 schedule with no change in status.

G3 McNary — John Day 500 kV Line v

This project is proceeding forward on the Fall 2004 schedule with financial commitments
having been received from generation projects for preliminary design and environmental
work.

G4 Lower Monumental — Starbuck 500 kV Line -

Need for this project is presently uncertain due to delay of the Starbuck generation
project. Continuation of this project will depend on resumed development of this site and
agreements for financing of the transmission project.

G5 Smiths Harbor — McNary 500 kV Line

Work is proceeding on plans for construction of the substation at Smiths Harbor based on
commitments from the Smiths Harbor generation project. Need for the transmission
project depends on plans to move forward with the Starbuck generation project or other
generation in the area.

G6 Schultz Series Capacitors
This project is proceeding ahead for completion in Fall 2003 per the original schedule.

G7 Celilo Modernization
Work is proceeding on this project with the expected energization revised from Fall 2003

to Summer 2004.

G8 Monroe — Echo Lake 500 kV Line
Non-transmission solutions are being reviewed by BPA as possible alternatives for this

project scheduled for Fall 2005.

G9 Bell — Coulee 500 kV Line
This project, which is intended to increase capacity across the West of Hatwai bottleneck,
is on schedule for Fall 2004 energization as reported in last year's report. Since that time,



agreement has been reached on additional Phase 1 facilities (many of which were
included on the list of potential Phase 2 projects in the 2001 Infrastructure Technical
Review Committee Report), which are presently planned for energization between 2003
and 2007. These facilities and modifications, which will be constructed/implemented by
the Avista Corporation, include the following:

Benewah-Shawnee 230 kV Line.

Dry Creek 230 kV Switching Station.

Beacon-Rathdrum Double Circuit 230 kV Line.

Increase operating limits on Hatwai-Lolo 230 kV Line.

Increase operating limits on Hatwai-North Lewiston 230 kV Line.
Increase operating limits on Dry Creek-North Lewiston 230 kV Line.
Install 230 kV shunt capacitors at Benewah (200 MVAR).

Install 230 kV shunt capacitors at Dry Creek (200 MVAR).

All of the facilities listed above will be taken through the WECC Regional Planning
Process. Since the Bell-Coulee 500 kV line has already been through the
process, it is expected that this will be an abbreviated process with comments
only for the additional facilities. Any additions or changes to the above list of
projects will be identified through the Regional Planning Process. The complete slate of
Phase I facilities reinforcing the West of Hatwai Path including the Coulee — Bell 500 kV
line will then be taken through the WECC Path Rating Process. Additional (West of
Hatwai Phase II) facilities, which may be necessary in the Northern Idaho / Western
Montana area will be identified in a follow up effort.

1.6 Glossary of Acronyms and Terms

BiOp Biological Opinion

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

1.7 References

- [1] “NERC/WECC Planning Standards, Board of Trustees approved April 18, 2002.
[2] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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Appendix A — Participants

Name With Phone E-Mail
Bayless Rich |PACW 503-813-5739 |[rich.bayless @ pacificorp.com
Eden Jim PGE 503-464-7031 |jim_eden@pgn.com
Johnson Don PAC 503.813.5741 |don.johnson @ pacificorp.com
Juj Hardev SCL 206-233-1551 |hardev.juj@ci.seattle.wa.us
|Kinney Scott AVA 509.495.4494 scott.‘kinney@avistacorp.com
Leland John NWE 406.497.3383 |john.leland @ northwestern.com
Litchfield Jim Consultant 503 222-9480 llcg@europa.com
Martinsen John SNOPUD 425.347.4327 |jdmartinsen @ snopud.com
Morris Ken PAC 801.220.4277 |ken.morris @ pacificorp.com
Reedy Dana NWPP 503.464.2806 |dana.reedy@nwpp.org
Robinett Wayman |PSE 425.462.3144 {wayman.robinett@pse.com
Reese Chris PSE 425.462.3055 |chris.reese@pse.com
Rust Jerry NWPP 503-464-2807_|jerry.rust@nwpp.org
Goddard Richard PGE 503-464-8495 |richard_goddard@pgn.com
Schellberg Ron IPC 208-388-2455 rschellberg@idahopower.com
Seabrook Joe PSE 425.462.3577 |jseabr@puget.com
Waples Scott AVA 509.495.4462 |scott.waples @avistacorp.com
BPA Contacts
Carter Lawrence [|BPAT 360.619.6674 |ldcarter@bpa.gov
Horvath Julius BPAT 360.619.6673 |jghorvath@bpa.gov
|[Kosterev Dmitry BPAT 360.619.6671 |dnkosterev@bpa.gov
ILandauer Marv BPAT 360.619.6602 |mlandauer@bpa.gov
Mittelstadt Bill BPAT 360.619.6672 |wmittelstadt@bpa.gov
Rodrigues Melvin BPAT 360.619.6676 |mtrodrigues @bpa.gov
Silverstein Brian BPAT 360.619.6651 |blsilverstein@bpa.gov
Stadler Larry BPAT 360.619.6691 |lwstadler@bpa.gov
VanZandt Vickie BPAT 360.418.8459 vrvanzandt@bpé.gov




Appendix B -Project Schedules

Project Energization

Kangley - Echo Lake 500 kV line G1 Fall 2003’
Schultz - Wautoma 500 kV line G2 Fall 2004
McNary - John Day 500 kV line G3 Fall 2004
Lo Monumental - Starbuck 500 kV line G4 Fall  2004°
Smiths Harbor - McNary 500 kV line G5 Fall 2004
Schultz series capacitors G6 Fall 2003
Celilo Modernization G7 Summer 2004’
Monroe - Echo Lake 500 kV line G8 Fall 2005
Bell - Coulee 500 kV line G9 Fall 2004
Pearl Transformer G10 Fall 2003
South Seattle Transformer G11 Fall 2004%°
Olympic Pennsula Reinforcement G12 Fall 2006
Paul - Troutdale 500 kV line G13 Fall 2005°
Hanford - Ostrander loop-in G14 Spring 2005

Notes:

1 Denotes change from September, 2001 report
2 Energization may change depending on need.

3 To be submitted for future ITRC review.
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background
The Portland area is currently served by four 500/230 kV transformers: Troutdale on the

east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double-circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2™ transformer at Pearl will require extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pearl substation.

Limiting Outages Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional Portland area load increasing at the
rate of 75 MW per year from 2004 though 2007. Beyond that date it will provide load
serving benefit to the capacity of the bank following a suitable plan to address the Big
Eddy — Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream
.1s limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is
the preferred plan. Alternatives 2-5 are described on the next page and on the following
table is the financial analysis for alternatives 1-3.

Alternative | PV Revenue | PV Costs [Net PV|Rev/C | Repayment | In Service Life
(M) M) Years

1 30.8 11.2| 19.6] 2.75 6 2003 2037

2 30.8 32.6| (1.8)] 0.95 14 2003 2037

3 30.8 54.4{ (23.7)] 0.57 25 2003 2037

12 (0.9%) 26.9 11.9] 15.0] 2.26 8 2003 2037

Risk Factors
The following table qualitatively addresses various risk factors:
Factor Risk Factor Risk
Cost Invoiced Delivery on time In inventory
Siting/ROW Existing site Funding Available
Load Growth See sensitivity 1a Discount Rate Not considered
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The proposed site has space reserved for the transformer addition. Since this does not
involve work outside the substation there are no environmental risks. The Revenue/Cost
ratio remains favorable with half the of the projected load growth (1a). Accordingly, this
is considered to be a very low risk project.

Project Description (Alternative 1)

This project adds a 2™ 500/230 kV transformer at the existing Pearl Substation. The new
transformer will be 3 single-phase units (433 MVA each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered
2. Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location

would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.

3. Install a 500/230 kV transformer at McLoughlin Substation.

4. Curtail load in the event of a transformer outage (Do Nothing).

5. Non-transmission alternatives.

Alternatives #2 and #3
Alternatives 2 and 3 listed above have capital costs of $24.5 M and $36 M, respectively

as compared to $9 M for alternative 1.

Do-Nothing Alternative (#4)

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
McLoughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once per 100 years the
outage mean time between failure (MTBF) is estimated as follows:

P(no outage) = (1-1/100)*(4 banks*3 transformers/bank)
P(no outage) = 0.886

P(outage) = 1-0.886 = 0.114

MTBF = 1/0.114 = 8.8 years

While the revenues for the do-nothing alternative can be assumed to be the same
assuming load can be carried under the no-outage condition, the societal cost of a bank
outage would be significant. Assuming that load is curtailed to the outage limit for a
period of one week until a new transformer unit is installed the present worth societal
cost over ten years of service is estimated to be about $4.9 M. This is calculated using
the above MTBF estimate, the following load interruption cost figures inflated yearly by
2.64% and assuming the system exposure is 8 hours/day for two months/year.



Load Type Composition $/kWHr (2002)
Residential 50% $1.66
Commercial 30% $18.50
Industrial 20% $27.56

Non-Transmission Alternatives (#5)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 available at:

http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

Non-transmission alternatives can not be implemented in time to be considered a viable
alternative to this project.

Analysis
BPA chose the preferred plan for the following reasons:
e Lowest cost

o Essentially no environmental impact (existing site)

e Favorable Revenue/Cost ratio (2.75)

e Favorable economics under reduced load growth rate

e Short repayment period (6 years)
Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $OM '
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G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. A second
500-kV source is needed to solve the voltage collapse problem as early as 2003. A shunt
capacitor group to be installed in 2003 will delay the need for this project until 2005.
‘With this addition the Olympic Peninsula transmission system has reached the limit that
can be supported by shunt capacitors. A total of 20 capacitor groups amounting to
approximately 900 MVAR will have been installed.

In addition, a double-line outage of the 230-kV double-circuit line from Olympia to
Shelton or a breaker failure at Olympia will result in a total loss of the Olympic Peninsula
during normal winter load. The proposed reinforcement will solve both the N-1 and N-2
problems and reinforce the Olympic Peninsula region.

Limiting OQutages Addressed

Olympia 500/230-kV transformer
Paul-Olympia 500-kV line
Olympia-Shelton 230-kV double line
Olympia 230-kV breaker failure

Benefit - Load Area Service

This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.

Business Case

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth corresponding to 26 MW/year reaching a project limit of 338 MW in 2019. In the
Table below, Alternative 1 is the proposed plan and Alternative 2 would involve moving
the 500/230-kV transformer to Olympia (see below). Alternatives la-1c are sensitivity
studies discussed under “Risk.”

Alternative [PV Revenue [PV Costs Net PV |Rev/C [Repayment| In Service Life
($M) (M) Years

1 21.6 29.3| (7.8)] 0.74 20 2006 2040

la 35.7, 35.5 0.2 1.00 20 2006 2040

1b 14.4 34.1] (19.7)] 0.42 31 2006 2040

Ic 21.6 32.7] (11.1)[ 0.66 22 2006 2040

2 21.6 27.2| (5.7)] 0.79 19 2006 2040
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Risk
The following table qualitatively addresses various risk factors. Three are identified for
evaluation.

Factor Risk Factor Risk

Cost See sensitivity 1c Delivery on time Routine purchases
Siting/ROW Existing site/ROW | Funding Available

Load Growth See sensitivity 1b Discount Rate See sensitivity 1a

Sensitivity 1a — This case determines what discount rate is needed to achieve a
Revenue/Cost ratio of 1.0. This is achieved by a discount rate of 6.5%, giving an
equivalent rate of return on investment of 6.5% over the 34 year life of the project.
Sensitivity 1b — In this case the load growth rate of 1.8% is cut in half to 0.9%. This
reduces the Revenue/Cost ratio from 0.74 to 0.42 and extends the repayment period from
20 years to 31 years.

Sensitivity 1c — This case represents an increase in project cost of 10%. The
Revenue/Cost ratio for this case dropped from 0.74 to 0.66 and the repayment period
increased from 20 years to 22 years.

Project Description

e Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

e Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line.

Alternatives Considered
2. Move Satsop 500/230 kV transformer to Olympia substation and terminate the

Paul-Satsop 500 kV line at Olympia.
3. No build alternative
4. Non-transmission alternatives

Alternative #2
Alternative #2 listed above has approximately the same capital cost as alternative #1.

Do-Nothing Alternative (#3)
(a) The following information applies to voltage collapse for N-1 contingencies for extra
heavy winter if the transmission system is not reinforced:
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e A2 year MTBF for N-1 Paul-Olympia 500 kV line with average outage duration
of 2.5 hours.

e A 100 year MTBF each phase of the Olympia 500/230 transformer and a 4 week
replacement time. This corresponds to a bank outage probability of:

P(outage) = 1-(1-1/100)*3 = 0.030, and a
MTBEF = 1/0.030 = 34 years.

e The required load curtailment for either outage increases by 26 MW yearly
starting in 2006.

Since the outage time is quite different for the two events the societal costs are estimated
separately. Voltage collapse is assumed to occur when the demand exceeds capacity
following the outage by more than 100 MW. Area load is restored to the capability of the
remaining system within one hour. Using the same customer outage costs as with G10
the present worth societal costs of the N-1 line outage is $1 M and the N-1 bank outage is
$5.65 M for a ten year period.

(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

e 9.3 year MTBF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4. It is
further assumed that one line can be restored within one hour and the second line
A within 24 hours. _
e 0.018 breaker failures/year for each of eight breakers at Olympia. It is assumed
that full service is restored within one hour by moving the affected line over to the
bus tie breaker. This corresponds to a bus outage probability of

P(outage) = 1-(1-0.018)"8 = 0.14, and a
MTBF = 1/0.14 = 7.4 years.

Again, the societal costs of the two events are treated separately. In each case it is
assumed that the entire area load will be lost due to voltage collapse for the initial period
of one hour. The estimated present worth societal costs are: $5.06 M for the two-line
outage and $500 K for the breaker failure outages.

Overall then the estimated present worth societal cost for a ten year period of the do-
nothing alternative is approximately $15.7 M. The present value savings of a ten-year
delay in the project is expected to be greater considering deferred capital, financing and
O&M costs.

Non-Transmission Alternatives (#4)
As possible non-transmission alternatives, BPA considered both the implementation of

" energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and



Environmental Economics, Nov. 2001 available at :
http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

These measures could cost-effectively defer the need under N-1 contingencies, although
they can not address the N-2 problems. BPA will further consider non-transmission
alternatives before proceeding with this project. Cost information is not available at this
time to allow presentation of an economic analysis.

Reliability Considerations

The NERC/WECC Planning Standards address planning requirements for the various
contingencies applicable to this project. Planned loss of demand or curtailment of firm
transfers is permitted for the case of the double line outage (N-2) and the stuck breaker
but not for the single contingency outage (N-1). Cascading outages are not permitted.
Cascading is “...the uncontrolled successive loss of system elements triggered by an
incident at any location...and results in widespread service interruption which cannot be
restrained from sequentially spreading beyond an area predetermined by appropriate
studies.”’ To meet these requirements a solution must be in place not later than the time
(1) the system is adversely impacted for single contingency outages or (2) cascading
outages occur for the less probable breaker failure and double contingency outages. In
the event that loss of demand or firm transfers are indicated than it is on a planned basis
to maintain the overall security of the interconnected transmission system.” In the case
of this project these contingencies will not result in cascading or impact the security of
the overall system. However, the societal impact of these low likelihood events will
continue to be examined as another indicator affecting project need date.

Analysis

BPA has selected a preferred transmission plan from the alternatives considered, but has
elected to defer a decision on the project to allow time for further development of the
non-transmission alternative (#4) and to consider public input before proceeding.

Of the transmission alternatives considered, the preferred plan is Alternative 1 because it
outperforms the Olympia option for both N-2 critical outages for essentially the same
present worth cost without O&M expenses included. O&M costs would be higher for the
Olympia option based on the amount of extra equipment that would be needed at the
Olympia substation. The Olympia option would require major 230 kV work at the
Olympia substation, including expansion of the 230 kV yard. Land would also have to be
purchased around the 500 kV yard for 230 kV line routing into the 230 kV bus. Some of
the line routing into the 230 kV bus may not even be physically possible based on current
line routing, tower and road locations, land needs and right-of-way widths. The Shelton
option has 8 MW less losses than the Olympia option based on 1170 MW of load, which
is equivalent to normal winter load in 2002-03. These losses will increase with increases
in load. The Shelton option would leave the system better prepared for the future.

BPA will further consider non-transmission alternatives before proceeding with this
project.

Energization Date: Fall 2006
Estimated Cost: $23-26 M



G13. Paul — Troutdale 500-kV Line

Background

The existing I-5 corridor transmission system is limited to: ‘

- 2400 MW North of Allston by a double Paul — Allston 500-kV line outage
- 1650 MW South of Allston by the Allston — Keeler 500-kV line outage

With new generation projects proposed in the area, the existing system is not adequate to
provide transmission service to most new generating projects on a firm basis, likely
resulting in generation curtailments.

At present, the double Paul — Allston 500-kV line outage requires 2850 MW generation
dropping and opening of both Chehalis — Longview 230-kV line that run in parallel to the
Paul — Allston line. This sectionalizing removes the northern feed into Portland metro
area, resulting in load service only from the east side through Ostrander. Sectionalizing
greatly reduces reactive margins in the system, which will become a limiting factor as
load grows in Portland area. Sectionalizing was also shown to degrade transient stability
performance.

Currently, the Allston — Keeler 500-kV line outage requires generation dropping up to
2850 MW to prevent thermal overloads. Historic data indicates that there were 19 line
outages in the past 16 years, mostly cased either by lightning hits or trees. It is very
desirable to reduce generation dropping amount for a single contingency since these are
more frequent than multi-contingency outages.

This project is being taken through the WECC Regional Planning process.

Limiting Qutages Addressed
Paul - Allston 500-kV double line
Allston — Keeler 500-kV line
Keeler — Pearl 500-kV line

Keeler breaker failure

Benefits
Table 1. Generation projects proposed in the area affecting transmission needs:

South of Allston |

Project Capacity | Energization | North of Allston

Napavine' 600 11/1/03 | More stress More stress
Grays Harbor I' 630 6/1/03 | More stress More stress
Longview — Enron 300 7/1/03 | Less stress More stress
Mint Farm' 280 5/1/03 | Less stress More stress
Summit 530 11/1/03 | Less stress More stress
Big Hanaford 250 In Service | More stress More stress
Port Westward 650 12/31/03 | Less stress More stress
Centralia efficiency 70 In Service | More stress More stress
Grays Harbor II 630 11/1/04 | More stress More stress

! Under construction



It is evident that new generation will greatly increase stress on the constrained I-5
paths. The existing system is not adequate to provide transmission service to most
generating projects on a firm basis, and with several projects already in construction
generation curtailments can be expected without this project. The new 500-kV line is -
expected to provide firm transmission rights for the proposed projects in the area.

A. Transfer Increase

It is expected that South of Allston limit will increase from 1650 MW to 2,700 —

2,900 MW. The new line will eliminate or greatly reduce the need for generation
dropping for N-1 outages and allow time to ramp down generation. Upgrades of

parallel 115-kV and 230-kV lines may be required to get the full capacity.

B. Load Service in Winter Conditions
Studies are under way.

Business Case

This project is driven by requests for long-term firm transmission by new generation and
imports. Parties requesting transmission would be expected to fund the upgrade
consistent with FERC policy.

Risk
The risk associated with this project is small because the generators will be expected to
finance the transmission investment and/or commit to long-term transmission service.

Project Description

At present time, the plan of service is not fully defined. Two conceptual options have
been considered and studied for electrical performance. Alternative #1 includes a 500-
kV line from near Longview to Troutdale, and alternative #2 is a 500-kV line from near

Longview to Pearl.

Analysis
No preferred alternative is proposed at this time. The project will be returned to the
Technical Review Committee for consideration in 2003 following the WECC Regional

Planning Process.

Energization Date: Fall 2005
Estimated Cost: $117-155M

C-10



G14. North of John Day/Portland Area Reinforcement — (Loop the
Hanford-Ostrander 500-kV line into Big Eddy)

Background

The proposed new generation additions around the McNary area along with the new
McNary-John Day 500-kV line will increase the stress across the North of John Day and
the flow between John Day and Big Eddy. This project will relieve some of the North of
John Day constraint and reinforce the transmission between John Day and Big Eddy. In
addition, this project will also reinforce the bulk load serving capability into the greater
Portland area. During abnormal cold weather, an outage of the Bid Eddy-Ostrander 500-
kV line results in voltage collapse in the Portland area. This Project will in effect create a
second Big Eddy — Ostrander 500-kV line and increase the load serving capability to the
Portland area. _

Limiting Outages Addressed

Ashe-Marion/Slatt-Buckley 500-kV double line loss (summer)
John Day-Big Eddy 500-kV double line loss (summer)

Slatt 500-kV breaker failures (summer)

Big Eddy-Ostrander 500-kV line (winter)

Pearl 500-kV breaker failures (winter)

Benefit — Congestion Relief and Load Area Support

This project will increase the North of John Day capability by approximately 250-300
MW and increase the capability between John Day and Big Eddy by approximately 600-
700 MW. This project also reinforces the bulk grid to serve greater Portland area load
and eliminate the need for building second Big Eddy-Ostrander 500-kV line.

Business Case

The primary drivers of this project is North to South network transfers and provide
additional network capacity for service to the Portland area load. The estimated cost
recovery of this project at current rates and for the alternatives considered is over 35
years. In view of the long payback period lower cost alternatives or deferral will be

considered.

Risk

The benefit ascribed to this project for the Portland area load is related to the timing of
the Paul — Troutdale project which in part serves this need. The portion of benefits
ascribed to intertie support will be beneficial at the time the project goes into service but
is not sufficient alone to ensure full cost recovery. Risk that costs will not be recovered
for this project as proposed at this point is high.

Project Description
e This project consists of constructing approximately 16.5 miles of 500-kV double
circuit line to the Columbia River crossing and approximately 18 miles of single
circuit 500-kV line to Big Eddy and 2 miles of line to John Day.



e Develop a new 500-kV switching station next to the existing Hanford (Wautoma)
— Ostrander 500-kV line and loop in the Hanford-Ostrander line into the new
switching station.

e Add terminals at Big Eddy and John Day to terminate the new lines.

Preliminary Alternatives

e Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit.

¢ Loop in the existing Hanford-Ostrander 500-kV line into Big Eddy by building
34.5 miles of 500-kV double circuit and building a third 20-mile single-circuit
500-kV line between John Day and Big Eddy.

Analysis
No preferred alternative is proposed at this time. The project may be returned to the
Technical Review Committee for consideration in 2003 following further analysis.

Energization Date: Spring 2006
Estimated Cost: $70-90M
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Appendix D - Economic Analysis

The analysis used for projects G10 and G12 was conducted using Excel
spreadsheet calculations. The following indicators of economic performance
were computed:

¢ Repayment time (years from in service date)
e Net Present Value
e Benefit to Cost Ratio

The basic economic assumptions used were as follows:

Discount Rate 9.00%
linflation Rate 2.64%
BPA Financing Rate 6.75%
O&M Escalation 0.00%|
BPA Rate Escalation 0.00%
O&M Actual 2.64%
BPA Rate Actual 2.64%

The high discount rate of 9% favors projects with a faster payback period. A
lower discount rate would increase benefit/cost ratio for projects G10 and
G12. The treasury borrowing rate of 6.75% represents recent historical BPA
borrowing.

Net Present Value and Benefit to Cost were computed using a substation
equipment service life of 34 years' since both projects G10 and G12 have
major substation components.

Capital cost expenditures were distributed over the expected year of
obligation over the construction period.

BPA transmission revenues were reckoned at the rate of $1.013 $/kW-mo
(12.156 $/kW-year).

Projects G10 and G12 assume that 75% of the load increase is transmission
revenue producing. Assuming 50% revenue producmg reduces the benefit to

cost ratios by about 1/3.

Typical operations and maintenance costs are used.’

' Annual Financial Requirements for Bonneville Power Administration Transmission System
and revised Operation and Maintenance Tables, Larry Davidson, March 31, 2000.
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Wright, April E - LC-7

From: Seabrook, Joe [joe.seabrook @pse.com]
Sent: Monday, August 26, 2002 4:37 PM

To: Mittelstadt, Bill (E-mail)

Subject: FW: ITRC Report for Signature

From: Seabrook, Joe

Sent: Monday, August 26, 2002 4:31 PM
To: Robinett, Wayman

Subject: RE: ITRC Report for Signature
Wayman,

I would request that a minor change be added to each of the attached documents. | made the change in red-line mark up
format so that they can be found. The change is with respect to the G12 (Olympic Peninsula Reinforcement) project. It is
to include mention of the Olympia 230 kV bus outages as resulting in voltage collapse, in addition to the double circuit loss.

Joe

Cover Letter r.doc BPA Report r.doc  Appendix C r.doc

From: Robinett, Wayman

Sent: Monday, August 26, 2002 12:07 PM

To: Seabrook, Joe; Phillips, John M -GEN04W; Reese, Chris
Subject: FW: ITRC Report for Signature

Wayman Robinett

Puget Sound Energy

Office  1-360-571-7680
Pager  1-888-444-6792
Fax 1-360-573-7743
Cell 1-206-604-5270

From: Mittelstadt, Bill - TOM-PPO2-2 [SMTP:wmittelstadt@bpa.gov] <mailto:[SMTP:wmittelstadt@bpa.gov]>

Sent: Tuesday, August 20, 2002 4:44 PM

To: ‘Morris, Ken'’; ‘Juj, Hardev’; ‘Leland, John’; ‘Martinsen, John’; ‘Waples, Scott’; ‘Eden, Jim’; ‘Robinett, Wayman’;
‘Schellberg, Ron’

Cc: VanZandt, Vickie - TO; Silverstein, Brian L - TOP-PPQ2-2; Mittelstadt, Bill - TOM-PPO2-2

Subject: ITRC Report for Signature

Thanks for your participation in the meeting today to complete revisions to the report and draft the transmittal cover letter.
Please mail and fax a signed copy of the letter to me by Friday August 24. We do not have the attachment referenced in
the cover letter in electronic form and will obtain a copy to include with the report when it is distributed.

My address and phone numbers are:

William Mittelstadt PPO2-2 TOM
Bonneville Power Administration
Parkway Plaza (Mail Center)
8100 NE Parkway

Vancouver, WA 98662

(360) 419-6672 phone

(360) 619-6945 fax



Thanks
Bill Mittelstadt

<<Cover Letter.doc>> <<BPA Report.doc>> <<Appendix A.doc>> <<Appendix

B.doc>> <<Appendix C.doc>> <<Appendix D.doc>> <<Appendix D

Worksheets.xls>> << File: Cover Letter.doc >> << File: BPA Report.doc >> << File: Appendix A.doc >> << File:
Appendix B.doc >> << File: Appendix C.doc >> << File: Appendix D.doc >> << File: Appendix D Worksheets.xls >>



August 20, 2002
Addressees

Subject: Infrastructure Technical Review Committee (ITRC) Report

Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U.S. Department of Energy, May,
2002).

As the operator of three-quarters of the bulk transmission in the Northwest, the

. Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority
as well as full consideration of third-party financing options. A diverse group of
Northwest electric power interests, in an August 8, 2001 letter to Vice President Cheney,
strongly endorsed increased borrowing authority in order to ensure that sufficient
financial resources are available to accomplish transmission expansion needed to ensure
an adequate and affordable electricity system for the Northwest.

The ITRC was formed in 2001 at the behest of some BPA customers to support BPA’s
efforts to secure funding for BPA’s infrastructure proposals.. Each year, the ITRC
evaluates and works to prioritize BPA’s proposed improvement projects in a manner that
will provide the most cost-effective, reliable service for the region’s consumers.
Guidelines for the review were defined in the “Agreement for Annual Review of Major
BPA Transmission Investments” dated July 18, 2001 and with a update added on
January 15, 2002 (attached). The committee draws on individuals who are also members
of the Northwest Power Pool (NWPP) Transmission Planning Committee (TPC) and the
Operating Committee (OC). The committee’s review is one of several reviews for BPA’s
proposals. BPA participates in the committee’s work by submitting a report on proposed
transmission investments and by facilitating the committee’s review of those proposals.
BPA does not vote on the committee’s findings and does not finance the work of the
ITRC.



Borrowing Authority

The committee provided its first report on August 30, 2001 with the recommendation that
BPA install necessary system facilities as soon as possible. A critical first step was BPA
securing additional borrowing authority. The additional borrowing authority was not
approved last year. Unless additional borrowing authority is approved this fall some
needed projects will be delayed, putting reliability at risk and inhibiting construction of
new generation. The resulting congestion and reduced capacity margins will lead to
higher prices and increased market volatility.

Projects G10-G14

Attached is the second annual report on the transmission infrastructure proposal that
contains BPA’s conclusions and recommendations to the review committee. The report
addresses four additional projects. The committee supports BPA’s findings as
summarized below: '

e Project G10 (Portland Area Additions) is high priority and should be implemented
as soon as possible.

e Project G11 (South Seattle Transformer) will be submitted for future review.

e Project G12 (Olympic Peninsula Reinforcement) is also important. The need
date to prevent area problems for first contingency (N-1) outages is later than
initially estimated based on the most recent load forecasts. Planned and
controlled loss of area load is permitted under the NERC/WECC Planning
Standards for the exposure to double contingency (N-2) and bus outages provided |
that system cascading does not result. Opportunities for non-transmission
alternatives are being pursued in parallel with the proposed transmission fix.

e Project G13 (Paul — Troutdale 500-kV Line ) will continue to go through the
WECC Regional Planning Process this year in expectation that it will be ready to
be considered by the ITRC in 2003.

¢ Project G14 (Hanford-Ostrander 500 kV loop-in) requires further analysis by
BPA.

Some members of the ITRC believe that projects G12 and G13 should be accelerated.

Additional Comments

e Projects reviewed in prior years will not be extensively re-reviewed unless
circumstances have changed significantly. The projects are subjected to other
technical reviews (i.e., TPC, NRTA, WECC) as appropriate. BPA should provide
status reports to the ITRC.

e Where the generation project developers are not funding Network upgrades in
‘ advance of construction, BPA should secure firm transmission service contracts
of sufficient duration and with appropriate credit provisions before proceeding
with construction.



BPA is requested to continue conducting annual reviews to evaluate and prioritize
proposed major transmission projects in a manner that will provide the most cost-
effective, reliable service for the region’s consumers.

Ken Morris John Martinsen Wayman Robinett
PacifiCorp Snohomish PUD Puget Sound Energy
Hardev Juj Scott Waples Ronald Scheliberg
Seattle City Light AvistaCorp Idaho Power Company
John Leland Jim Eden

NorthWestern Energy PGE Company
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1.1 Background

Portions of the Northwest transmission system are gridlocked. An adequate and
affordable electric supply is not possible without sufficient transmission capacity. An
unreliable system puts public health, safety and the economy at risk. Confirmation of
these findings is contained in the National Grid Study (U. S. Department of Energy, May,
2002). Problems with transmission in the region are manifested in several ways:

e Chronic congestion existing on a number of transmission paths requires curtailment
of both firm power deliveries and economy energy.

e Continued resolution of the Western energy crisis requires development of new
generating resources. The vast majority of proposed Northwest resources cannot
obtain firm transmission service, or be integrated, without additional Bulk
Transmission.

e It is extremely difficult to meet obligations when facilities are removed from service
to conduct normal maintenance or to construct new facilities.

e While power loads have been growing steadily at 1.8% annually and the use of the
transmission system is up by over 2% annually, few Bulk Transmission lines were
added in the past 15 years.

e It will take much longer to site and build transmission to deliver needed new
generation than it will take to build and site the generation. New transmission is
needed to meet statutory, treaty and contractual obligations and comply with national
and regional standards that ensure a reliable power system .

As the operator of three-quarters of the Bulk Transmission in the Northwest, the
Bonneville Power Administration (BPA) developed a transmission infrastructure
proposal that builds upon BPA’s previous transmission expansion plans. Undertaking a
capital program of this magnitude will require an increase in BPA’s borrowing authority.
A diverse group of Northwest electric power interests, in an August 8, 2001 letter to
Vice President Cheney, strongly endorsed increased borrowing authority in order to
ensure that sufficient financial resources are available to accomplish transmission
expansion needed to ensure an adequate and affordable electricity system for the
Northwest.

The Infrastructure Technical Review Committee (ITRC) was formed in 2001 at the
behest of some of BPA’s customers to support BPA’s efforts to secure funding for BPA’s
infrastructure proposals. Once a year, the ITRC evaluates and prioritizes BPA’s
proposed improvement projects in a manner that will provide the most cost-effective,
reliable service for the region’s consumers. The committee draws on individuals who are
also members of the Northwest Power Pool (NWPP) Transmission Planning Committee
(TPC), Operating Committee (OC) and the Northwest Regional Transmission
Association (NRTA) Planning Committee (PC). The committee’s review is one of
several reviews for BPA’s proposals. BPA participates in the committee’s work by
submitting proposed transmission investments and by facilitating the committee’s review
of those proposals. BPA does not vote on the committee’s findings and does not fund the
work of the ITRC.



The committee was asked to report its initial recommendations by August 30, 2001 to
enable BPA to install necessary system facilities as soon as possible.

This review is the second in an annual process to coincide with BPA’s annual budget
cycle. It covers four projects of BPA’s infrastructure proposal. Review of additional
projects will be conducted in subsequent years. There are several additional parallel
efforts that provide for review of proposed transmission additions. This committee’s
analysis and recommendations will be shared and further analyzed in the following
forums.

e Northwest Power Pool (NWPP) Transmission Planning Committee
e Western Electricity Coordinating Council (WECC) Regional Planning Group
e National Environmental Policy Act (NEPA) review for individual projects

During the first part of 2002 the committee met twice to review additional infrastructure
proposal developed by BPA. While some of the proposals have been under development
in previous forums with outside participation, other proposals were presented for the first
time. BPA conclusions and recommendations given on the following pages.



1.2 Projects Reviewed in 2002

There continues to be a compelling and immediate need to complete the projects
reviewed in 2001 and to further upgrade portions of the Northwest Bulk Transmission
grid. Solutions proposed by BPA in coordination with others address the identified
problems. Detailed descriptions are given in Appendix C together with the economic

analyses in Appendix D.

Project G10 (Portland Area Additions) is high priority and should be implemented as
soon as possible.

Project G11 (South Seattle Transformer) is not addressed at this time and will be
submitted for future ITRC review.

Project G12 (Olympic Peninsula Reinforcement) is also important. The need date to
prevent area problems for first contingency (N-1) outages is later than initially
estimated based on the most recent load forecasts. Planned curtailment of area load is
permitted under the NERC/WECC Planning Standards for the exposure to double
contingency (N-2) and bus outages provided that system cascading does not result.
Opportunities for non-transmission alternatives are being pursued in parallel with the
continued review of the proposed transmission fix.

Projects G13 (Paul — Troutdale 500-kV Line ) and G14 (Hanford-Ostrander 500 kV
loop-in) were examined on a preliminary basis. Project G13 is critical to integration
of new generation in the I-5 corridor. BPA will complete details of the plan of
service over the next 60 days and bring this through the WECC Regional Planning
Process. In addition, coordination with PGE and PacifiCorp is required in relation to
their respective transmission and generation expansion plans.

The benefits of project G14 are not clear given proposed IS generation development
and potential higher costs to route around the Columbia Gorge Scenic Area. BPA
will bring these projects forward to the committee for consideration in 2003 after
further examination of alternatives and need.

Table 1. 2002 Recommended Projects

Capital Cost | Energization Capacity
Project (loaded) Date Added
($M) MW
Portland Area Additions G10 9 2003 300
Olympic Peninsula Reinforcement G12 26 2005 430
Total 35
Table 2. Drivers for 2002 Recommended Projects
Load Entitlement | Generation Transfers Reliability O&M BiOp
Service Return Integration Savings
G10 X
G12 X




1.3 Projects Reviewed in 2001

e Projects evaluated in previous years should continue on the revised timetable
proposed by BPA. BPA will continue to reevaluate project need and timelines,
particularly for projects driven by generation integration.

e In accordance with provisions in the January 15, 2002 guidelines® BPA provided a
status report on projects that were reviewed last year. There were no significant
changes in circumstances that necessitated any of these projects be returned to the
committee for a full review.

e Section 1.5 provides a status report on these projects G1-G9.

1.4 Rate and Budgetary Impacts

As started earlier, there continues to be a compelling and immediate need to continue to
upgrade portions of the Northwest Bulk Transmission grid and capital to meet that need.

e Figure 1 illustrates the historical and projected transmission capital requirements
forecasted by BPA over a ten-year planning horizon. The capital outlay from 2001
and beyond, including the infrastructure proposals, is well above BPA’s remaining
borrowing authority. Accordingly, the need still remains to increase BPA’s
borrowing authority for transmission by at least $1 billion in order to ensure that
sufficient financial resources are available. :

e BPA will continue to pursue and evaluate third-party financing opportunities for
major new transmission projects.

e Preliminary analysis for the individual projects show that in some cases the cost will
be fully recovered by increased usage and may put downward pressure on rates.
Other projects that are driven by reliability needs may put upward pressure on rates.
Details on the economic analysis are given in Appendix D. This report is not -
intended to be a rate projection.

e Where the generation project developers are not funding Network upgrades in
advance of construction, BPA should secure firm transmission service contracts of
sufficient duration and with appropriate credit provisions before proceeding with
construction.

e Additional reinforcements by BPA and others are needed to maximize reliability and
transfer capability from the proposals. Other Northwest utilities have planned and in
some cases committed to transmission additions, and maximum benefits will be
achieved through coordinated development.

Future reviews will be conducted annually to evaluate and prioritize BPA proposed major
transmission projects in a manner that will provide the most cost-effective, reliable
service for the region’s consumers.



1.5 Status of Projects Reviewed in 2001

Projects G1-G9 reviewed in 2001 remain in the construction program but in some cases
with revised energization dates, or subject to commitments from proposed generation
plants. A brief status statement follows on each of these projects:

G1 Puget Sound Area Additions (Kangley — Echo Lake 500 kV Line)

The energization date for this project has set back one year to Fall 2003 to allow a full
analysis of alternatives through the environmental process. Based on approval by WECC
the outage of the Raver — Echo Lake and Schultz — Echo Lake lines on common rights of
way has been granted an exception from two-line outage requirements and reclassified as
NERC/WECC Category D (exploratory). The Snoking 500/230 kV transformer
energization has also been delayed by one year to Fall 2003.

G2 North of Hanford (Schultz — Wautoma 500 kV Line and Wautoma Substation)
This project is proceeding forward on the Fall 2004 schedule with no change in status.

G3 McNary — John Day 500 kV Line

This project is proceeding forward on the Fall 2004 schedule with financial commitments
having been received from generation projects for preliminary design and environmental
work.

G4 Lower Monumental — Starbuck 500 kV Line

Need for this project is presently uncertain due to delay of the Starbuck generation
project. Continuation of this project will depend on resumed development of this site and
agreements for financing of the transmission project.

G5 Smiths Harbor — McNary 500 kV Line

Work is proceeding on plans for construction of the substation at Smiths Harbor based on
commitments from the Smiths Harbor generation project. Need for the transmission
project depends on plans to move forward with the Starbuck generation project or other
generation in the area. '

G6 Schultz Series Capacitors
This project is proceeding ahead for completion in Fall 2003 per the original schedule.

G7 Celilo Modernization
Work is proceeding on this project with the expected energization revised from Fall 2003
to Summer 2004.

G8 Monroe — Echo Lake 500 kV Line
Non-transmission solutions are being reviewed by BPA as possible alternatives for this
project scheduled for Fall 2005.

G9 Bell — Coulee 500 kV Line
This project, which is intended to increase capacity across the West of Hatwai bottleneck,
is on schedule for Fall 2004 energization as reported in last year's report. Since that time,



agreement has been reached on additional Phase 1 facilities (many of which were
included on the list of potential Phase 2 projects in the 2001 Infrastructure Technical
Review Committee Report), which are presently planned for energization between 2003
and 2007. These facilities and modifications, which will be constructed/implemented by
the Avista Corporation, include the following:

Benewah-Shawnee 230 kV Line.

Dry Creek 230 kV Switching Station.

Beacon-Rathdrum Double Circuit 230 kV Line.

Increase operating limits on Hatwai-Lolo 230 kV Line.

Increase operating limits on Hatwai-North Lewiston 230 kV Line.
Increase operating limits on Dry Creek-North Lewiston 230 kV Line.
Install 230 kV shunt capacitors at Benewah (200 MVAR).

Install 230 kV shunt capacitors at Dry Creek (200 MVAR).

All of the facilities listed above will be taken through the WECC Regional Planning
Process. Since the Bell-Coulee 500 kV line has already been through the
process, it is expected that this will be an abbreviated process with comments
only for the additional facilities. Any additions or changes to the above list of
projects will be identified through the Regional Planning Process. The complete slate of
Phase I facilities reinforcing the West of Hatwai Path including the Coulee — Bell 500 kV
line will then be taken through the WECC Path Rating Process. Additional (West of
Hatwai Phase II) facilities, which may be necessary in the Northern Idaho / Western
Montana area will be identified in a follow up effort.

1.6 Glossary of Acronyms and Terms

BiOp Biological Opinion

MW A unit of power. One MW would serve approximately 700 homes.
NRTA Northwest Regional Transmission Association

NWPP Northwest Power Pool

RTO Regional Transmission Organization

WECC Western Electricity Coordinating Council

Bulk Transmission — Transmission lines that serve as the backbone of the grid,
typically operated at voltages of 230-kV and above.

1.7 References

[1] “NERC/WECC Planning Standards, Board of Trustees approved April 18, 2002.
[2] “Annual BPA Transmission Infrastructure Review,” January 15, 2002.
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G10. Portland Area Additions (Pearl 500/230 kV Transformer)

Background

The Portland area is currently served by four 500/230 kV transformers: Troutdale on the
east side, McLoughlin in SE Portland, Pearl in SW Portland and Keeler on the west side.
This project is another phase of reinforcing the load serving capability from the bulk
transmission system into the greater Portland area. Earlier reinforcements included
adding a new 230 kV double-circuit line between Pearl and PGE’s Sherwood substation.

Addition of the 2™ transformer at Pearl will requfre extension of both the 500 kV and the
230 kV buses. These extensions are within the existing Pearl substation.

Limiting Outages Addressed
Existing Pearl 500/230 kV Transformer

Benefit — Load Area Service

This project will increase the load carrying capability into the greater Portland area.
Without this project it would be necessary to trip off load in the Portland area to relieve
overloads during abnormal cold winter peaks for an outage of the existing Pearl
transformer.

Business Case

This project provides the capacity to carry additional Portland area load increasing at the
rate of 75 MW per year from 2004 though 2007. Beyond that date it will provide load
serving benefit to the capacity of the bank following a suitable plan to address the Big
Eddy - Ostrander 500 kV line outage. For the purpose of this analysis the benefit stream
is limited to 300 MW for the period beyond 2007. In the Table below, Alternative 1 is
the preferred plan. Alternatives 2-5 are described on the next page and on the following
table is the financial analysis for alternatives 1-3.

Net PV|Rev/C

Alternative | PV Revenue | PV Costs Repayment | In Service Life
(€30))] (M) Years
1 30.8 11.20 19.6] 2.75 6 2003 2037
2 30.8 32.6{ (1.8) 0.95 14 2003 2037
3 30.8 54.4] (23.7)] 0.57 25 2003 2037
1a (0.9%) 26.9 119 150 226 8 2003 2037
Risk Factors
The following table qualitatively addresses various risk factors:
Factor Risk Factor Risk
Cost Invoiced Delivery on time In inventory
Siting/ROW Existing site Funding Available
Load Growth See sensitivity 1a Discount Rate Not considered
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The proposed site has space reserved for the transformer addition. Since this does not
involve work outside the substation there are no environmental risks. The Revenue/Cost
ratio remains favorable with half the of the projected load growth (1a). Accordingly, this
is considered to be a very low risk project.

Project Description (Alternative 1)

This project adds a 2 500/230 kV transformer at the existing Pearl Substation. The new
transformer will be 3 single-phase units (433 MVA each). The new bank will be
equipped with a 9 step LTC and a tertiary for station service. One 500 kV breaker and
one 230 kV breaker will be added. The 500 kV and 230 kV buses will be extended.

Alternatives Considered

2. Install a 500/230 kV transformer at PGE’s Sherwood Substation. This location
would be higher cost, require additional property and would be difficult to site. It
was considered in the past, but the decision was made to increase the 230 kV
capacity between Pearl and Sherwood.

3. Install a 500/230 kV transformer at McLoughlin Substation.

4. Curtail load in the event of a transformer outage (Do Nothing).

5. Non-transmission alternatives.

Alternatives #2 and #3
Alternatives 2 and 3 listed above have capital costs of $24.5 M and $36 M, respectively
as compared to $9 M for alternative 1.

Do-Nothing Alternative (#4)

The “no build” alternative represents the risk of load interruption for a first contingency
500/230 transformer outage at any of the four following locations: Keeler; Pearl;
McLoughlin; Troutdale. Load interrupted ranges from 75 MW in 2004 to 900 MW in
2015. Based on a single phase transformer outage failure rate of once per 100 years the
outage mean time between failure (MTBF) is estimated as follows:

" P(no outage) = (1-1/100)(4 banks*3 transformers/bank)
P(no outage) = 0.886
P(outage) = 1-0.886 =0.114
MTBF = 1/0.114 = 8.8 years

While the revenues for the do-nothing alternative can be assumed to be the same
assuming load can be carried under the no-outage condition, the societal cost of a bank
outage would be significant. Assuming that load is curtailed to the outage limit for a
period of one week until a new transformer unit is installed the present worth societal
cost over ten years of service is estimated to be about $4.9 M. This is calculated using
the above MTBF estimate, the following load interruption cost figures inflated yearly by
2.64% and assuming the system exposure is 8 hours/day for two months/year.
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Load Type Composition $/kWHr (2002)
Residential 50% $1.66
Commercial 30% $18.50
Industrial 20% $27.56

Non-Transmission Alternatives (#5)

As possible non-transmission alternatives, BPA considered both the implementation of
energy conservation measures to reduce demand on the transmission system, as well as
load curtailment during outage conditions. Included in this consideration were the results
of a report entitled “Expansion of BPA Transmission Planning Capabilities,” Energy and
Environmental Economics, Nov. 2001 available at:

http://www.transmission.bpa.gov/tbllib/Publications/Infrastructure/default_files/slide0001.htm.

Non-transmission alternatives can not be implemented in time to be considered a viable
alternative to this project.

Analysis
BPA chose the preferred plan for the following reasons:
e Lowest cost

e Essentially no environmental impact (existing site)

e Favorable Revenue/Cost ratio (2.75)

e Favorable economics under reduced load growth rate

e Short repayment period (6 years)
Energization Date: Fall 2003 (Preferred Alternative)
Estimated Cost: $9M
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G12. Olympic Peninsula Reinforcement (Paul-Shelton 500-kV line)

Background

The Olympic Peninsula area load is served from Olympia substation via 230-kV and 115-
kV transmission. The major source to Olympia to serve these loads is the 500-kV
transmission line from Paul substation. An outage of this 500-kV source to Olympia
would result in a voltage collapse during extra heavy winter load conditions. A second
500-kV source is needed to solve the voltage collapse problem as early as 2003. A shunt
capacitor group to be installed in 2003 will delay the need for this project until 2005.
With this addition the Olympic Peninsula transmission system has reached the limit that
can be supported by shunt capacitors. A total of 20 capacitor groups amounting to
approximately 900 MVAR will have been installed.

In addition, a double-line outage of the 230-kV double-circuit line from Olympia to
Shelton or a breaker failure at Olympia will result in a total loss of the Olympic Peninsula
during normal winter load. The proposed reinforcement will solve both the N-1 and N-2
problems and reinforce the Olympic Peninsula region.

Limiting Outages Addressed

Olympia 500/230-kV transformer
Paul-Olympia 500-kV line
Olympia-Shelton 230-kV double line
Olympia 230-kV West or East bus outage
Olympia 230-kV breaker failure

Benefit - Load Area Service

This project will prevent these outages from impacting service to the Olympic Peninsula
by providing a second source of power to the Peninsula from Paul Substation. This
project will also increase the load service capability to the Olympic Peninsula under non-
outage conditions as well as mitigate or delay other system upgrades that would be
needed in the future if this project were not built.

Business Case

This project provides the capacity to carry additional projected normal winter load in the
Olympic Peninsula area in compliance with NERC/WECC Planning Standards for
Category A-C outages. For the purpose of this analysis revenues are based on 1.8% load
growth corresponding to 26 MW/year reaching a project limit of 338 MW in 2019. In the
Table below, Alternative 1 is the proposed plan and Alternative 2 would involve moving
the 500/230-kV transformer to Olympia (see below). Alternatives 1a-1c are sensitivity
studies discussed under “Risk.”

Alternative [PV Revenue 'V Costs Net PV | Rev/C |Repayment| In Service Life
$M) ($M) Years

1 21.6 293 (7.8) 0.74 20 2006 2040

1a 35.7] 35.5 0.2l 1.00 20 2006 2040

1b 14. 341 (19.7)] 0.42 31 2006 2040

1c 21.6 3271 (11.1) 06 22 2006 2040
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[ 2 | 21.6) 279 (57 079 19 | 2006 | 2040 |
Risk

The following table qualitatively addresses various risk factors. Three are identified for
evaluation.

Factor Risk Factor Risk

Cost See sensitivity 1c Delivery on time Routine purchases
Siting/ROW Existing site/ROW | Funding Available

Load Growth See sensitivity 1b Discount Rate See sensitivity 1a

Sensitivity 1a — This case determines what discount rate is needed to achieve a
Revenue/Cost ratio of 1.0. This is achieved by a discount rate of 6.5%, giving an
equivalent rate of return on investment of 6.5% over the 34 year life of the project.
Sensitivity 1b — In this case the load growth rate of 1.8% is cut in half to 0.9%. This
reduces the Revenue/Cost ratio from 0.74 to 0.42 and extends the repayment period from
20 years to 31 years.

Sensitivity 1c — This case represents an increase in project cost of 10%. The
Revenue/Cost ratio for this case dropped from 0.74 to 0.66 and the repayment period
increased from 20 years to 22 years.

Project Description

¢ Build approximately 13.8 miles of 500-kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to the Shelton 500 kV yard. The line will be routed on
the existing Olympia-Shelton right of way. Cut the Paul-Satsop 500 kV line at
corridor intersection and connect the Paul end to new 500 kV line to Shelton.
Remove Olympia-Shelton 115 kV line #1 from Olympia to Dayton Tap.
Construct a 500 kV yard approximately 1 mile south of the existing Shelton
substation, move Satsop 500/230 kV transformer to this location and tie it to Shelton
230 kV bus via 1 mile long 230 kV line.

¢ Build approximately 6 miles of new 230 kV line from Olympia-Satsop and Olympia-
Shelton corridor intersection to Olympia substation. Connect this new line to Satsop
end of cut Paul-Satsop 500 kV line.

Alternatives Considered
2. Move Satsop 500/230 kV transformer to Olympia substation and terminate the

Paul-Satsop 500 kV line at Olympia.
3. No build alternative
4. Non-transmission alternatives

Alternative #2 :
Alternative #2 listed above has approximately the same capital cost as alternative #1.

Do-Nothing Alternative (#3)

(a) The following information applies to voltage collapse for N-1 contingencies for extra
‘heavy winter if the transmission system is not reinforced:
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+:¢ A 2 year MTBEF for N-1 Paul-Olympia 500 kV line with average outage duration |
of 2.5 hours.

+-* A 100 year MTBF each phase of the Olympia 500/230 transformer and a 4 week |
replacement time. This corresponds to a bank outage probability of:

+P(outage) = 1-(1-1/100)*3 = 0.030, and a
+MTBF = 1/0.030 = 34 years.

+-¢ The required load curtailment for either outage increases by 26 MW yearly
starting in 2006.

Since the outage time is quite different for the two events the societal costs are estimated
separately. Voltage collapse is assumed to occur when the demand exceeds capacity
following the outage by more than 100 MW. Area load is restored to the capability of the
remaining system within one hour. Using the same customer outage costs as with G10
the present worth societal costs of the N-1 line outage is $1 M and the N-1 bank outage is
$5.65 M for a ten year period. ‘

(b) The following information was used to estimate the probability of loss of load for N-2
contingencies if the transmission system is not reinforced:

+:¢ 9.3 year MTBF for N-2 outage of Olympia — Shelton 230 kV lines 3 and 4. Itis I
further assumed that one line can be restored within one hour and the second line
within 24 hours.

1-¢ 0.018 breaker failures/year for each of eight breakers at Olympia. It is assumed |
that full service is restored within one hour by moving the affected line over to the
bus tie breaker. This corresponds to a bus outage probability of

+-P(outage) = 1-(1-0.018)*8 =0.14, and a
+MTBF = 1/0.14 = 7.4 years.

Again, the societal costs of the two events are treated separately. In each case it is
assumed that the entire area load will be lost due to voltage collapse for the initial period
of one hour. The estimated present worth societal costs are: $5.06 M fo<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>