16 MAY 2018
[image: Image result for wind energy images]MONTANA RENEWABLES DEVELOPMENT ACTION PLAN 


Commercial/Policy
Decision Paper

Background information to help inform decisions on key aspects of Commercial/Policy






Prepared for the Montana Renewables Development Action Plan Steering Committee
June 5, 2018 


Introduction

The Commercial/Policy subcommittee consisting of subject matter experts and stakeholders has been working since January 2018 to develop information and recommendations for consideration by the Steering Committee. To continue this process progress, the Commercial Policy Subcommittee is now presenting facts, observations, and recommendationsto the Steering Committee. 


High Level Observations

1. Advocates for Montana renewables (state government, developers and public interest groups) are “pushing” the export of Montana renewables. There needs to be a corresponding interest from potential purchasers “pulling” for the acquisition of Montana renewables.

2. Montana wind resources appear to be competitive with other renewable resources available to Pacific Northwest utilities. However, uncertainties about transmission and integration services are impediments to securing contracts for Montana wind resources.

3. [bookmark: _Hlk510783541]There is (or will soon be) a significant amount of transmission capacity (from existing capacity, relatively low-cost upgrades and the planned retirement of Colstrip 1&2) to support development of a substantial quantity of Montana renewables for export to the Pacific Northwest, but not necessarily all the way to the I-5 load centers. [footnoteRef:1] [1:  See Appendix A for additional TTC/ATC details] 

	
	

	
	
	
	
	

	Available Transmission Capacity for Montana Exports - 2019
	

	
	
	
	
	

	
	East of Garrison
	West of Garrison
	West of Hatwai
	Mid-C       to I-5

	NWE to AVA to Mid-C
	297
	297
	297
	0

	NWE to BPA 
	246
	0
	0
	0

	Montana Intertie
	184
	0
	0
	0

	BPA RAS Upgrade
	0
	0
	0
	0

	PSE Colstrip 1&2
	0
	0
	0
	0

	Total
	727
	297
	297
	0



	

Available Transmission Capacity for Montana Exports - 2022
	

	
	
	
	
	

	
	East of Garrison
	West of Garrison
	West of Hatwai
	Mid-C       to I-5

	NWE to AVA to Mid-C
	297
	297
	297
	0

	NWE to BPA 
	246
	0
	0
	0

	Montana Intertie
	184
	0
	0
	0

	BPA RAS Upgrade
	0
	200
	200
	0

	PSE Colstrip 1&2 (PSE control)
	300
	300
	300
	300

	Total
	1027
	797
	797
	300




4.  There is substantial uncertainty about the future status of Colstrip 3&4 in terms of when those units might be removed from service. The Planning Subcommittee’s assessment is that the existing transfer capability of the Colstrip Transmission System can be maintained even if none of the four Colstrip units are operating.     

5.  Results from the Operations Subcommittee indicate that a significant amount of dynamic transfer capability (DTC) is available to support development of a substantial quantity of Montana wind for export to the Pacific Northwest. DTC is necessary for compliance with the current Washington state renewable portfolio standard and enables options for integrating (balancing/regulating) Montana wind in Pacific Northwest balancing authorities.    

6. Many of the transmission and integration challenges faced by Montana developers could be mitigated by the development of a Pacific Northwest regional transmission organization. 

7. Modifications to the Montana Intertie Agreement are needed to facilitate future use of capacity on the BPA Eastern Intertie and the Colstrip Transmission Agreement.


Recommendations
1. BPA and the Colstrip Transmission System (CTS) owners should review the Montana Intertie Agreement (MIA) and the CTS Agreement and make modifications, if and as necessary, to facilitate future utilization of the Montana Intertie and CTS based on non-discriminatory, open access principles. This includes:  

a. Modifying the MIA to allow for third-party and non-Colstrip use.  

b. Reviewing the appropriateness of the MIA’s 5% loss rate for third party use.

2. Developers of Montana renewable projects should present credible and executable transmission plans to potential purchasers. Purchasers considering Montana renewables should allow a reasonable period after a resource is identified for acquisition to work with the developer to execute the transmission plan.

3. BPA should consider requests for integration services for Montana renewables located outside the BPA balancing authority 1) to determine if BPA has flexible generating capacity available for this purpose, and 2) to ensure that BPA is compensated for the market value of this flexible capacity.   

4. Pacific Northwest utilities that may have an interest in acquiring Montana renewables should include scenarios with Montana renewables when studying their flexible capacity needs. 

5. State elected officials and regulators have authority to establish policies regarding the selection of resources used to serve electric consumers in their jurisdictions. While recognizing state prerogatives in setting policies, state renewable Portfolio standards should not place additional eligibility requirements on out-of-state renewable resources without a just and reasonable basis for doing so.

6. BPA and NWE should seek a negotiated solution to the 184 MW transmission capacity dispute as soon as possible.

7. BPA should hold a pre-rate case workshop discussion on alternatives for the Montana Intertie rate.








8. Transmission providers and customers should work together to evaluate possible changes to transmission tariffs and business practices that may be impediments to exporting Montana renewables. Possible changes to be considered include:

a. Developing a Service Across Multiple Transmission Systems (SAMTS) service that is not detrimental to lower-queued Transmission Service Requests (TSRs).

b. Developing procedures that do not require a transmission customer to pay for available transmission capacity (ATC) in order to get upgrade studies as long as lower-queued TSRs are not adversely impacted. 

c. Developing procedures under which TSRs on the BPA system could be redirected as long as lower-queued TSRS are not adversely impacted.
   
9. BPA should evaluate the feasibility and business case for offering Conditional Firm service for Montana exports.

10. BPA should consider modifying its current policy to allow for developer-funded NEPA costs to be refunded if long-term firm (LTF) service is ultimately purchased at rolled-in embedded cost rates.

[bookmark: _Hlk514159795]
Available Transmission Capacity 
Inventory
This subcommittee was tasked with examining the current inventory of available transfer capability (ATC) on the transmission systems of the various entities in Montana including NorthWestern Energy, the Colstrip Parties, Avista and BPA from the point of resource integration to the points of receipt (Colstrip to Garrison, West of Garrison, West of Hatwai, and beyond to western load centers).  In addition, the subcommittee was tasked with examining the current ATC to the east, north and south out of Montana.
While inventories to the east, north, and south are identified below, there was consensus from the subcommittee and support from the Steering Committee to prioritize efforts on markets in the Pacific Northwest. This subcommittee also did not address expansion of the 500 kV system with potential upgrades such as MT RAS, M2W, CUP-East, or GASH or possible capacity reductions due to closure of any Colstrip units; these issues were addressed by the Planning Subcommittee.
	Firm ATC for 2018*

	Path 8
	Export
	146**
	to BPA

	
	Import
	215***
	from BPA

	
	Export
	297
	to Avista

	
	Import
	381***
	from Avista

	
	Export
	49
	to MT Intertie at Townsend

	Path 18
	Export
	6
	Brady, Jeff (PAC)

	
	Import
	131
	Brady, Jeff (PAC)

	Path 80
	Export
	600
	Yellowtail, Crossover (PAC)

	
	Import
	290
	Yellowtail, Crossover (PAC)

	Path 83
	Export
	47
	MATL

	
	Import
	170
	MATL

	* Note these numbers may change at any time depending on market conditions
**Increases to 246 MW on January 1, 2019.

	***Imports from AVAT and BPAT bottle neck with an ATC of 395 MW






There is a significant amount of existing ATC from MT to the west, although there are constraints on the BPA network further west before reaching PNW load centers.  Today NWE can deliver 297 MW to AVA and 146 MW to BPA (246 MW effective 1/1/19).  In addition, there is another 184 MW that can be delivered west across the MT Intertie 500 kV system for a total of 297 MW to AVA and 330 MW (430 MW effective 1/1/19) to BPA.  Furthermore, today AVA has ATC to move the 297 MW of power imported from NWE to the Mid-C.  
In 2022 with the closure of Colstrip 1 &2, transmission capacity to the BPA Network would be 730[footnoteRef:2] MW with an additional 500 MW[footnoteRef:3] on the BPA Network across WOG and WOH.   Moving power further west across the BPA network to I-5 load centers faces additional transmission challenges which are being addressed by BPA.  BPA is also considering upgrades (RAS, M2W, GASH) on its Network via the TSEP process to increase capacity on the BPA Network across WOG and WOH.  Additional ATC details can be found in Appendix A. [2:  Reflects 300 MW of PSE rights on the MT Intertie that PSE controls]  [3:  Reflects 300 MW of PSE rights on the BPA Network under OATT service that PSE controls, and 200 MW increase with implementation of MT RAS and LTF sales on WOG increased to 1,818 MW] 

	Available Transmission Capacity for Montana Exports - 2019
	

	
	
	
	
	

	
	East of Garrison
	West of Garrison
	West of Hatwai
	Mid-C       to I-5

	NWE to AVA to Mid-C
	297
	297
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	NWE to BPA 
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	0
	0
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	Montana Intertie
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	0
	0
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	BPA RAS Upgrade
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Available Transmission Capacity for Montana Exports - 2022
	

	
	
	
	
	

	
	East of Garrison
	West of Garrison
	West of Hatwai
	Mid-C       to I-5

	NWE to AVA to Mid-C
	297
	297
	297
	0

	NWE to BPA 
	246
	0
	0
	0

	Montana Intertie
	184
	0
	0
	0

	BPA RAS Upgrade
	0
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	0

	PSE Colstrip 1&2 (PSE control)
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	300

	Total
	1027
	797
	797
	300



What is the impact of pancaked rates (including losses and scheduling & dispatch charges) on the total transmission cost to reach Pacific Northwest markets?

[image: ]
* Total cost based on 45% capacity factor and losses valued at $30/MWh
** Does not include 5% MT Intertie losses for third party use   



Markets
Has Montana wind been identified as an attractive resource by potential purchasers in Montana, other Pacific Northwest states and California?  		
	Washington IOUs: 
	Oregon IOUs:
	California:

	PSE 2017 IRP selected Washington solar (assuming no BPA transmission costs) over Montana wind (with CTS and MI sunk costs treated as incremental), but indicated that “the results are close” and should be tested by an RFP in 2018.  
	PGE 2016 IRP found that Montana wind would be competitive with PNW wind assuming levelized transmission costs of $65/kw-year. PGE plans an RFP in 2018. 
	Difficult to access California due to transmission constraints and market rules.

	NW Public Power:
	Montana Public Power:
	Montana “Choice” Customers:

	Limited interest in near term, but interest may grow in anticipation of BPA contracts expiring in 2028.   
	Limited interest in near term, but Western Montana Co-ops interested in new power sources in anticipation of BPA contracts expiring in 2028.   
	Difficult for new renewables to compete with near term wholesale market prices.





What are the impacts of the Production Tax Credit (PTC) phase-out on competitiveness of Montana wind?						
	Scenario 1: 
	Scenario 2: 
	Scenario 3: 

	Phase out of PTCs makes wind more attractive in near term which should incentivize near term procurement by utilities. Following elimination of PTCs, Montana wind will still be competitive for meeting growing RPS requirements (50% in Oregon and California) and state clean energy goals (increased RPS or carbon tax in Washington). 
	
	





What are the requirements for integrating Montana wind to meet the RPS requirements of Washington, Oregon, and California?			
	Washington: 
	Oregon:
	California:

	Montana renewables located outside the PNW must be “delivered into Washington state on a real-time basis without shaping, storage or integration services”. 
	None.
	Generally, Montana wind must be delivered to California in real-time, but accounting rules allow the lesser of actual or scheduled generation integrated outside California to count toward the RPS. 



How might the Washington RPS integration requirements be met by Montana wind? 		
	Alt #1: 
	Alt #2: 
	Alt #3: 

	[bookmark: _Hlk505351757]Modify Washington RPS to eliminate special requirements for Montana renewables.
	Identify dynamic transfer capability (DTC) to satisfy WA RPS requirements. 
	



Introduction: Montana renewables located outside the PNW must be “delivered into Washington state on a real-time basis without shaping, storage or integration services” to qualify for the Washington RPS.   
[bookmark: _Hlk510176029]Alternative #1:
Description: Modify Washington RPS to eliminate special requirements for Montana renewables. 
Pros
· Eliminates requirement that discriminates against Montana renewable resources
Cons
· Requires action by Washington state legislators or voters 

Alternative #2:
Description: Identify dynamic transfer capability (DTC) to satisfy WA RPS requirements.
Pros
· Investigation to date indicates there is significant DTC available on BPA and AVA 
· Does not require change in Washington law
Cons
· Does not allow for use of Montana energy storage projects to add value to Montana renewables 

RECOMMENDATION:  State elected officials and regulators have authority to establish policies regarding the selection of resources used to serve electric consumers in their jurisdictions. While recognizing state prerogatives in setting policies, state renewable Portfolio standards should not place additional eligibility requirements on out-of-state renewable resources without a just and reasonable basis for doing so..  


What are potential approaches to replacing Colstrip generation, especially Colstrip 3&4?   
	Alt #1: 
	Alt #2: 
	Alt #3: 

	[bookmark: _Hlk505607270]Individual utilities secure replacement resources with no coordination
	Utilities coordinate replacement efforts
	



Introduction: Standard practice for utilities is to procure new resources independently, with no coordination with other utilities. This approach may miss opportunities to jointly develop larger projects with significant scale economies. The retirement of Colstrip generation may provide a unique opportunity for some or all the Colstrip utilities to work together to develop an optimal replacement strategy.   
Alternative #1:
Description: Individual utilities secure replacement resources with no coordination 
Pros
· Most straightforward approach for utilities
Cons
· [bookmark: _Hlk505607413]May miss optimal solution that requires scale to achieve economies 

Alternative #2:
Description: Utilities coordinate replacement efforts 
Pros 
· May result in optimal solution that requires scale to achieve economies
Cons
· More complex approach for utilities
· May not be consistent with utilities’ current competitive procurement processes 

CONCLUSION: The Steering Committee directed the Commercial/Policy Committee to not pursue this issue.  


Balancing/Regulation
What are the alternatives for integrating (balancing/regulating) Montana wind? 
	Alt #1: 
	Alt #2: 
	Alt #3: 

	Host BAAs (NWE, WAPA, others) 
	BPA BAA
	Sink BAAs (PSE, PGE, others)

	Alt #4:
	Alt #5
	Alt #6

	Gen-only BAAs (new, existing)
	Montana energy storage (PSH)
	Other BAAs



Introduction: Several options are available for providing integration (balancing/regulating) services for Montana wind projects exported to the Pacific Northwest.  

Alternative #1:
Description:  NorthWestern BAA
Pros
Cons
· [bookmark: _Hlk505608832]May be expensive due to small size and limited diversity in NWE BAA.
· NWE not obligated to provide [or not interested in providing?] this service  
· Would not meet Washington RPS requirements  

Alternative #2:
Description: BPA BAA 
Pros
· May provide opportunity for BPA to replace wind integration revenues as other wind projects exit BPA BAA
· Diversity (lack of correlation) between Montana wind and other wind in BPA BAA.
· Meets Washington RPS requirements  
Cons
· Requires dynamic transfers into BPA BAA
· Would require BPA policy change 

Alternative #3:
Description: Sink BAAs (PSE, PGE, others)
Pros
· Makes Energy Imbalance Market (EIM) tools available  
· Diversity (lack of correlation) between Montana wind and other wind in sink BAAs or EIM.
· [bookmark: _Hlk505608556]Meets Washington RPS requirements   
Cons
· Requires dynamic transfers into and out of BPA BAA


Alternative #4:
Description: New Montana gen-only BAAs
Pros
· [bookmark: _Hlk505610103]Can be pursued independently by developers 
Cons
· May be expensive due to small size and limited diversity in gen-only BAAs.
· Would not meet Washington RPS requirements  

Alternative #5:
Description: Montana energy storage (PSH)
Pros
· Could be combined with any of the other alternatives
· Energy storage provides benefits beyond pure integration services (capacity, arbitrage, congestion management, system inertia, etc.) 
· Gordon Butte PSH is construction-ready    
Cons
· Generally, energy storage adds most value as a flexible system resource as opposed to being limited to providing integration services for a specific renewable project.  
· Would not meet Washington RPS requirements 

RECCOMENDATION:  BPA should consider requests for integration services for Montana renewables located outside the BPA balancing authority 1) to determine if  BPA has flexible generating capacity available for this purpose, and 2) to ensure that BPA is compensated for the market value of this flexible capacity.    
RECOMMENDATION:  Pacific Northwest utilities that may have an interest in acquiring Montana renewables should include scenarios with Montana renewables when studying their flexible capacity needs.
  



Transmission Capacity Availability 
How can the outstanding dispute between BPA and NorthWestern Energy over access to 184 MW of capacity on the Montana Intertie be resolved?
Introduction:  BPA and NWE agree there is 184 MW of ATC from Montana to BPA, however BPA and NWE disagree about who has the right to sell the 184 MW; BPA on the MT Intertie or NWE on its underlying system.  Both parties agree there is only 184 MW and both parties cannot sell the 184 MW. This dispute has gone on for several years and creates uncertainty for potential transmission customers looking for transmission capacity from Montana to markets to the west.   This is a bilateral issue between BPA and NWE that impacts other parties.  Since this MRDAP process started, there has been movement on this issue.
  
	Alt #1: 
	Alt #2: 
	Alt #3: 

	[bookmark: _Hlk505348924]BPA & NWE good faith efforts to negotiate a solution
	[bookmark: _Hlk505348939]BPA & NWE good faith efforts to negotiate a solution, followed by binding dispute resolution process (FERC? arbitration?) 
	



[bookmark: _Hlk505342797]Alternative #1:
Description: BPA & NWE good faith efforts to negotiate a solution
Pros
· Process can be easily initiated
Cons
· May not lead to a solution

Alternative #2:
Description: BPA & NWE good faith efforts to negotiate a solution for 180 days, followed by binding dispute resolution process (FERC? arbitration?)
Pros
· Leads to a definitive resolution 
Cons
· BPA and/or NWE may be unwilling to commit to binding dispute resolution

RECOMMENDATION:  BPA and NWE should seek a negotiated solution to the 184 MW transmission capacity dispute as soon as possible. 


Can BPA Conditional Firm Transmission Service be used to export Montana wind to Pacific Northwest markets?   
	Alt #1: 
	Alt #2: 

	Status quo, CF only on internal BPA flowgates
	BPA offer CF on WOG (and other external paths)



Background:   BPA does not offer CF on External Interconnections (WOG, WOH) and/or Interties because the OATi Curtailment Wizard tool to used to manage congestion at BPA’s borders does not curtail CF as currently designed. BPA is able to offer CF on Internal Flowgates and Paths since iCRS is used to manage congestion on the internal Network and it was designed to curtail CF.

Alternative #1:
Description:   Status quo, CF only on internal BPA flowgates
Pros
· 
Cons
· No CF available for MT exports across WOG and WHO.  

Alternative #2:
Description:  BPA offer CF on WOG (and other external paths)
Pros
· Better utilization of existing system
· Increased opportunity for PNW purchaser to acquire Montana renewables 
Cons
· May have limited value to purchasers
· Time and cost to enable software changes

RECOMMENDATION:  BPA should evaluate the feasibility and business case for offering Conditional Firm service for Montana exports 



Montana Intertie and CTS Agreements
How might existing transmission agreements be modified to free up future use of the Colstrip Transmission System?						
	Alt #1: 
	Alt #2: 
	Alt #3: 

	[bookmark: _Hlk505348868]BPA and Colstrip owners modify Montana Intertie Agreement to allow third party and non-Colstrip use
	BPA and Colstrip owners convert all or a portion of their Montana Intertie capacity rights to OATT service
	BPA and Colstrip owners modify the MT Intertie capacity allocations to provide for BPA to market PSE’s unused capacity



Introduction: The Montana Intertie Agreement was conceived to facilitate the transfer of power generated at the Colstrip power plants across the Colstrip Transmission System and the Montana Intertie, and to deliver that power across BPA’s Network to CTS owner’s loads (excepting MPC/NWE who deliver across BPA’s 500/230 transformer at Garrison Sub).  The MIA does not provide for third-party usage and may be interpreted by some to not allow for transfers of power not generated at Colstrip.  The 1981, six-party Agreement is complicated, was written for a particular purpose, was written before FERC Order 888, and is set to expire in 2027.
See Appendix B for additional discussion pertaining to the Montana Intertie Agreement.  
Alternative #1:
Description: BPA and Colstrip owners modify Montana Intertie Agreement to allow third-party and non-Colstrip use
Pros
· Process can be easily initiated
· MIA parties appear to support these proposed modifications. 
· Process could be expanded to address other issues (5% third-party losses?)  
Cons
· Multi-party negotiations can take extended time
· Parties may want to include extraneous issues in the negotiations  

Alternative #2:
Description: BPA and Colstrip owners convert all or a portion of their Montana Intertie capacity rights to OATT service
Pros
· Updates the contract to standard OATT service
· Provides for third party wheeling 
· Provides for more accurate scheduling  
Cons
· Must address stranded cost provisions

Alternative #3:
Description:  BPA and Colstrip owners modify MT Intertie capacity allocations to provide for BPA to market PSE’s unused capacity
Pros
· Facilitates use of unneeded capacity
· Avoids prolonged process to amend the agreement 

Cons
· Must ensure revenue neutrality

RECOMMENDATION:  BPA and the Colstrip Transmission System (CTS) owners should review the Montana Intertie Agreement (MIA) and the CTS Agreement and make modifications, if and as necessary, to facilitate future utilization of the Montana Intertie and CTS based on non-discriminatory, open access principles. This includes:  

a. Modifying the MIA to allow for third-party and non-Colstrip use.  

b. Reviewing the appropriateness of the MIA’s 5% loss rate for third party use.

How should third-party transmission losses be addressed under the MIA? 
	Alt #1: 
	Alt #2: 
	Alt #3: 

	Status quo, maintain 5% loss rate for third party transactions
	[bookmark: _Hlk510185421]Eliminate special 5% loss rate and treat third-party transactions the some as other CTS/MI transfers in the loss calculations. 
	



Introduction: The Montana Intertie Agreement includes detailed provisions for the calculation of losses on the CTA and MI. The calculated losses are generally in the range of 3%. However, the MIA includes a higher loss rate of 5% for third-party transactions.  
Alternative #1:
Description:  Status quo, maintain 5% loss rate for third party transactions
Pros
· No action required   
Cons
· Perpetuates loss rate that discriminates against third-party users
   
Alternative #1:
Description:  Eliminate special 5% loss rate and treat third-party transactions the some as other CTS/MI transfers in the loss calculations.
Pros
· [bookmark: _Hlk510187050]Eliminates loss rate that discriminates against third-party users
· Could be added as part of MI Agreement renegotiations
Cons
·   Requires modification of MI Agreement 

RECOMMENDATION: See previous recommendation on the MIA. 

Montana Intertie Rates
What are the options for the future of the Montana Intertie rate? 
			
	Alt #1: 
	Alt #2: 
	Alt #3: 
	Alt #4
	Alt #5:

	Eliminate MI pancaked transmission ($0.509/kw-mo), scheduling ($0.322/kw-mo) in future BPA rate case 
	Eliminate MI pancaked scheduling ($0.322/kw-mo) in future BPA rate case
	Comprehensive redesign of the IM rate
	Auction unsubscribed capacity
	Status Quo




Introduction:   The IM rate applies to BPA’s 200-MW portion of the 1,930 MW capacity of the Townsend-to-Garrison segment, known as the Eastern Intertie. This portion of the MI has gone unsubscribed for a number of years due to lack of demand, with the exception of 16 MWs that had been subscribed for several years by one of the Colstrip owners.
Virtually any revenue that BPA receives for this existing capacity would exceed its marginal cost. While utility regulators must also consider the necessity of covering the embedded costs of such transmission investment in ratemaking, here a contractual provision exists to cover all of the MI’s revenue requirement through the Montana Intertie Users’ transmission agreement (MT Intertie Agreement). 
Eliminating the pancaked rate for the Montana Intertie has been argued unsuccessfully in multiple BPA rate cases. In the last BPA rate case, the rate was reduced by 15%, and the issue was cited by the Administrator as an impetus for the present initiative.
The appropriate forum for any future changes to Montana Intertie rates is the BPA rate case. However, it is the mandate of this group to propose recommendations that might assist that resolution, and each party that participated in the previous rate case has had notice of and an opportunity to participate in the work of this group. 

Alternative #1:
Description: Eliminate MI pancaked transmission ($0.509/kw-mo), scheduling ($0.322/kw-mo) in future BPA rate case
Pros
· Would provide greatest relief for potential MI customers 
· Aligns with the principle that rates should reflect the marginal cost of existing unsubscribed capacity, in order to maximize the full usage of the existing system.
Cons
· Eliminating pancaked MI rate has been unsuccessfully argued in the past  

[bookmark: _Hlk506725034]Alternative #2:
Description: Eliminate MI pancaked scheduling ($0.322/kw-mo) in future BPA rate case  
Pros
· Provides possible middle ground, reduces the overall cost by nearly 40%
· Past arguments have been focused on the MI transmission rate, not on scheduling charge  
Cons
· Pancaked scheduling charge may be susceptible to same opposition arguments as transmission rate (i.e., possible precedent for Southern Intertie)

Alternative #3:
Description:  Comprehensive redesign of the MI rate
Pros
·   Could allow for creative solutions  
Cons
· May be susceptible to historic cost shifting arguments   

Alternative #4:
Description:  Auction the Unsubscribed Capacity
Pros
· Does not set the rate at marginal cost, as Alternative #1 does, but instead measures the market value of the unsubscribed capacity
· Would keep BPA whole, because any shortfall between auction proceeds and revenue requirement would be contractually made up by signatories to 1981 (amended 1994) agreement.
· Proceeds of auction would be credited to the revenue requirement, and would relieve the Colstrip parties from the burden of having to pay the full embedded cost of capacity that continually goes unsubscribed
Cons
· Lack of precedent
· Ability to do so under the OATT
Alternative #5:
Description:  Status Quo
Pros
·   No action required 
Cons
·   Greatest cost for potential MI customers

RECOMMENDATION:  BPA should hold a pre-rate case workshop discussion on alternatives for the Montana Intertie rate.   
   



Transmission Tariff and Business Practices
What are potential solutions to coordinating timing of power sales and transmission contracts?
	Alt #1: 
	Alt #2: 
	Alt #3: 

	Developers contract for transmission in advance of securing power contacts
	[bookmark: _Hlk505606409]Developers secure power contracts, then finalize arrangements for transmission service
	Coordinated effort between utility resource procurement and developers



Introduction: Coordinating the timing of power sales and transmission contracts is a significant barrier to the successful development of large-scale Montana wind projects.  
Alternative #1:
Description:  Developers contract for transmission in advance of securing power contacts
Pros
Cons
· Too expensive/risky for developers to commit to take-or-pay transmission contracts prior to power sales or build-own-transfer agreements 

Alternative #2:
Description: Developers secure power contracts, then finalize arrangements for transmission service 
Pros
· Shares transmission risk between developers and purchasers   
Cons
· Must be able to demonstrate clear path to addressing transmission issues to secure power sales or build-own-transfer agreements 

Alternative #3:
Description:  Coordinated effort between utility resource procurement and developers
Pros
· Coordinated effort appropriate for addressing major investments with long lead times
Cons
· [bookmark: _Hlk506727000]May not be consistent with utilities’ current competitive procurement processes  

RECOMMENDATION:  Developers of Montana renewable projects should present credible and executable transmission plans to potential purchasers. Purchasers considering Montana renewables should allow a reasonable period after a resource is identified for acquisition to work with the developer to execute the transmission plan.  


If multiple TOs need to make investments on their systems to provide additional transmission capacity, what opportunity is there for a joint tariff or coordinated transmission offering?						
	Alt #1: 
	Alt #2: 
	Alt #3: 

	[bookmark: _Hlk505350991]Regional tariff
	Regional queue with individual TP tariffs 
	Service Across Multiple Transmission Systems (SAMTS)



[bookmark: _Hlk506728016]Introduction: Balkanized transmission grid ownership and tariffs make it difficult for transmission customers to coordinate transmission service requests across multiple transmission systems and places significant financial risk on developers.  
See Appendix C for discussion on how a regional transmission organization could be useful in addressing this and other transmission and ancillary service issues. 
Alternative #1: 
Description: Regional tariff
Pros
· Most robust solution  
Cons
· Very heavy lift given regional history (even without other RTO functions) 

Alternative #2:
Description: Regional queue with individual TP tariffs 
Pros
· May meet with less regional resistance?  
Cons
· Complex to negotiate and mesh with individual TP tariffs 

 Alternative #3:
Description: Service Across Multiple Transmission Systems (SAMTS)_
Pros
· Established BPA and NAESB business practices 
· Narrower fix than regional tariff or regional queue  
Cons
· Could result in stagnation of TP queues 
· Would require TPs to develop/adopt SAMTS business practices  

Are there opportunities to synchronize TP processes for a requestor?  What are they?						
	Alt #1: 
	Alt #2: 
	Alt #3: 

	Regional tariff
	Regional queue with individual tariffs
	[bookmark: _Hlk506726047]Service Across Multiple Transmission Systems (SAMTS)




Introduction: Balkanized transmission grid ownership and tariffs make it difficult for transmission customers to coordinate transmission service requests across multiple transmission systems and places significant financial risk on developers.  
See Appendix C for discussion on how a regional transmission organization could be useful in addressing this and other transmission and ancillary service issues. 

Alternative #1: 
Description: Regional tariff
Pros
· Most robust solution  
Cons
· Very heavy lift given regional history (even without other RTO functions) 

Alternative #2:
Description: Regional queue with individual TP tariffs 
Pros
· May meet with less regional resistance?  
Cons
· Complex to negotiate and mesh with individual TP tariffs 

 Alternative #3:
Description: Service Across Multiple Transmission Systems (SAMTS)
Pros
· Established BPA and NAESB business practices 
· Narrower fix than regional tariff or regional queue  
Cons
· Could result in stagnation of TP queues 
· Would require TPs to develop/adopt SAMTS business practices  

RECOMMENDATION:  See below, page 27  

How should cost allocation and transmission rate treatment be determined for the incremental ‘tranches’ of investment?					
	Alt #1: 
	Alt #2: 
	Alt #3: 

	Current FERC and BPA policies – greater of embedded or incremental
	
	



Introduction: FERC has well-established policies for allocating the cost of upgrades. Generally, the transmission customer causing the upgrades pays the greater of the transmission provider’s embedded cost tariff rate or an incremental rate based on the cost of the upgrades. BPA generally follows the FERC policy, but has proposed charging the embedded cost rate in some instances where the incremental upgrade rate would slightly exceed the embedded cost rate.  

Alternative #1:
Description: Current FERC and BPA policies – greater of embedded or incremental
Pros
· Well-established policy with strong precedents
Cons

How should environmental study costs for NEPA associated with potential upgrades on BPA’s system be funded?
	Alt #1: 
	Alt #2: 
	Alt #3
	Alt #4

	[bookmark: _Hlk510188975]BPA pays for NEPA costs
	[bookmark: _Hlk510189095]Customer pays for NEPA costs
	Customer pays for NEPA costs and get reimbursed or provided Network Tx Credits if they take LTF service over these facilities at embedded rates
	State of MT forms an Infrastructure Authority to fund these costs 



Alternative #1:
Description:  BPA pay for NEPA costs 
Pros
· Least cost/risk for developers  
Cons
· [bookmark: _Hlk510189121]Greatest cost/risk for BPA 

Alternative #2:
Description:  Customer pays for NEPA costs
Pros
· Least cost/risk for BPA
Cons
· Greatest cost/risk for developers  

Alternative #3:
Description:   Customer pays for NEPA costs and get reimbursed or provided Network Tx Credits if they take LTF service over these facilities at embedded rates
Pros
· Possible middle ground
· Consistent with FERC “greater of” cost principle
Cons
· 

Alternative #4:
Description:  State of MT forms an Infrastructure Authority to fund these costs 
Pros

Cons
· Likely non-starter given Montana state budget situation.  

RECOMMENDATION:   BPA should consider modifying its current policy to allow for developer-funded NEPA costs to be refunded if long-term firm (LTF) service is ultimately purchased at rolled-in embedded cost rates 


Are there other various BPA Tariff, OATT, BP and FERC issues?					
	Issue 1: 
	Issue 2: 
	Issue 3: 

	5-year take or pay commitment
	Must take (and pay for) ATC to get upgrade studies
	No redirects for TSRs

	Issue 4:
	Issue 5:
	Issue 6:

	BPA Mid-C POD vs. sink
	Priority for NT service 
	



RECOMMENDATION: Transmission providers and customers should work together to evaluate possible changes to transmission tariffs and business practices that may be impediments to exporting Montana renewables. Possible changes to be considered include:

a. Developing a Service Across Multiple Transmission Systems (SAMTS) service that is not detrimental to lower-queued Transmission Service Requests (TSRs).

b. Developing procedures that do not require a transmission customer to pay for available transmission capacity (ATC) in order to get upgrade studies as long as lower-queued TSRs are not adversely impacted. 

c. Developing procedures under which TSRs on the BPA system could be redirected as long as lower-queued TSRS are not adversely impacted.


What approaches are available for developing an efficient “collector system” to deliver Montana wind into “backbone” transmission for exports?   
	Alt #1: 
	Alt #2: 
	Alt #3: 

	[bookmark: _Hlk510190623]NorthWestern Energy responds to requests and builds facilities as needed
	[bookmark: _Hlk505609738]Developers construct Gen Tie lines to meet individual needs 
	[bookmark: _Hlk510190697]Coordinated stakeholder process that takes a long-term look at resources to develop an efficient plan



[bookmark: _Hlk505606150]Introduction: Much attention has been focused on “repurposing” the CTS and MI when the Colstrip generation is retired. There may be various alternatives for connecting new wind projects with the CTS. 

Alternative #1: 
Description: NorthWestern Energy  responds to requests and builds facilities as needed
Pros
· NWE is an experienced and capable transmission provider
· New transmission would be integrated into the existing network   
Cons
· May not be least-cost option for developers
 
Alternative #2:
Description: Developers construct Gen Tie lines to meet individual needs  
Pros
· Can be pursued independently by developers 
· May be lower cost than NWE
Cons
· Radial gen ties not integrated into existing network

 Alternative #3:
Description: Coordinated stakeholder process that takes a long-term look at resources to develop an efficient plan  
Pros
· Could result in optimal solution  
Cons
· Unclear how this would fit with tariffs and ultimate obligation to build
· Would require large coordinated effort and long-term vision
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