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EXECUTIVE OFFICE

February 16, 2009
In reply refer to: TSP-TPP-2

To Our Customer, Constituents, Tribes and other Stakeholders:

In March 2008, the Bonneville Power Administration (BPA) embarked on a landmark process
called Network Open Season (NOS). BPA, with help from stakeholders, designed the NOS
process to meet several strategic objectives for BPA and the Pacific Northwest. NOS improves
management of BPA’s long-term transmission queue and provides a better understanding of
market dynamics and what new infrastructure might be needed to support the evolving electrical
needs of the region. At the close of the 2008 NOS on June 16, 2008, BPA had 153 requests from
28 customers for 6,410 MW of new long-term firm transmission service. Almost three-quarters
of those requests are associated with wind generation, reflecting the region’s momentum toward
rapid development of renewable resources and the need to comply with state Renewable
Portfolio Standards.

Throughout the process, BPA staff engaged participating customers and the region to ensure that
stakeholders were aware of NOS and its potential impacts. BPA staff also submitted modified
Open Access Transmission Tariff (OATT) language to the Federal Energy Regulatory
Commission to implement NOS. The Commission approved the tariff revisions in June 2008,
noting that “Bonneville’s Open Season process and Precedent Agreement substantially conform
to or are superior to pro forma OATT provisions.” A number of stakeholders filed comments in
favor of BPA’s petition, and that regional support was duly noted by the Commission and greatly
appreciated by BPA.

I believe that the 2008 NOS successfully achieved all that we set out to accomplish. At the close
of the NOS offer period, BPA Transmission Services reevaluated its queue. The transmission
service requests of customers eligible for NOS, but choosing not to participate, were removed.
As a result, Transmission Services was able to offer 1,782 MW of new long-term service without
constructing new facilities.

For NOS participants who signed their Precedent Transmission Service Agreements (PTSA) and
provided Security, BPA staff completed the Cluster Study to assess the system impacts of all of
the NOS participants’ requests and identify the new facilities necessary to provide the requested
service. The Cluster Study identified eight key areas of reinforcement on the BPA network that
would be needed to serve all of the requests. BPA staff evaluated each of the eight
reinforcement projects under BPA’s Commercial Infrastructure Financing Proposal (CIFP) to
understand the cost and rate pressures associated with those facilities. Each project also was
further scrutinized against regional economic benefits and other criteria to understand what



projects bring the greatest benefit to the region while minimizing impact to transmission
ratepayers.

Based on these studies and analysis, we believe that the following projects can reasonably be
served by BPA at embedded cost transmission rates:

McNary-John Day 500-kV transmission line

Big Eddy-Station Z 500-kV transmission line and substation
Little Goose 500-kV transmission line and substation

I-5 Corridor 500-kV transmission line and substation
West-of-Garrison remedial action scheme

These projects would allow us to provide almost 3,700 MW of new transmission service
requested in the 2008 NOS, while creating new transmission paths and capacity to deliver power
from new renewable resources east of the Cascades to urban loads west of the Cascades and to
the head of the California interties.

On February 13 the United States House of Representatives and Senate passed the American
Recovery and Reinvestment Act of 2009. President Obama is expected shortly to sign the Act
into law. That Act includes a provision that increases BPA's ability to borrow from the U.S.
Treasury by $3.25 billion. The enactment of this authority provides greater comfort in moving
forward with the expenditures necessary to prepare for a decision to initiate construction of the
projects because it substantially increases my confidence that BPA will have adequate access to
capital to build the projects should the agency decide to proceed with construction.

Accordingly, we now will be proceeding with the next steps for these five projects. For the
McNary-John Day 500 kV line, BPA is reviewing the recently completed Supplement Analysis
for the McNary-John Day project environmental impact statement prior to making a
determination to build. For the other four of these projects BPA will begin a BPA-funded NEPA
review. BPA will fund the preliminary engineering design and NEPA work associated with
these projects. If BPA decides to proceed with necessary construction for any of the five
projects following the NEPA process, the cost of such facilities will be included in future rate
cases as costs to be recovered at embedded cost rates.

For those PTSAs associated with projects which cannot be offered at an embedded cost rate,
BPA will be taking certain actions in accordance with the OATT. These steps include
terminating the PTSA, releasing the customer’s Security, and working with the customer, if so
desired, to prepare environmental study agreements with the ultimate goal of offering service
pursuant to the OATT.

The basis for my decision is explained in more detail in Attachment A to this letter.



The LaGrande Reinforcement identified in the NOS Cluster Study presents unique circumstances
for BPA and customers. Although BPA has decided not to move forward with the LaGrande
Reinforcement at embedded cost rates at this time, this project warrants additional assessment
due to the unique combination of factors related to this project, including BPA’s existing
reliability obligations and new market-based requests received during the 2008 NOS. Asa
result, BPA will conduct a separate planning process to develop a more rigorous needs
assessment for the Northwest to Idaho connection.

Again, | feel that we have successfully created and executed a process that showcases the
benefits of innovation and collaboration of this region. Any new construction that results from
the 2008 NOS will strengthen the transmission infrastructure of the Pacific Northwest and enable
delivery of renewable generation to load, creating a positive impact to our regional economies.
These results align with national policies and expectations related to transforming the nation’s
transmission infrastructure and can serve as a benchmark for similar projects across the country.
The 2008 NOS has been a tremendous learning experience and establishes a solid foundation for
future open seasons.

Sincerely,

Stephen J. Wright
Administrator and Chief Executive Officer

3 Enclosures:

Attachment A: Rationale Supporting Determination of Rate Treatment Applicable to Projects
Under 2008 Network Open Season

Attachment B: Customer Comments on 2008 Network Open Season Recommendation

Attachment C: Description of 2008 Network Open Season Project Moving Forward with NEPA



	Department of Energy



