
Record of Decision 

l T  l AP Fomu la  Al l oca t ion Amendments 

I n  May, 1988, t h e  B o n n e v i l l e  Power A d m i n i s t r a t i o n  i ssued  t h e  Long-Term 
I n t e r t i e  Access P o l i c y  (LTIAP) gove rn ing  e l e c t r i c  power t r a n s f e r s  o v e r  
federal ly-owned p o r t i o n s  o f  t h e  P a c i f i c  Nor thwest  - P a c i f i c  Southwest I n t e r t i e  
( I n t e r t i e ) .  I n  a d d i t i o n  t o  long- term f i r m  t r a n s a c t i o n s ,  t h e  LTIAP, i n  s e c t i o n  
5 ( c ) ,  accommodated fede ra l  and nonfederal  sho r t - te rm sa les  th rough  a p p l i c a t i o n  
o f  t h r e e  a l l o c a t i o n  methodologies ( C o n d i t i o n s  1 ,  2 and 3) which v a r i e d  
a c c o r d i n g  t o  Nor thwest  water  and energy supp ly  c o n d i t i o n s  (Formula 
A l l o c a t i o n ) .  C o n d i t i o n  1  a p p l i e d  when t h e  f e d e r a l  hyd ro  system was i n  s p i l l  
o r  t h e r e  was a  l i k e l i h o o d  o f  s p i l l .  C o n d i t i o n  2 a p p l i e d  when t h e  fede ra l  
h y d r o  system was n o t  i n  o r  near sp i  11 cond i  t i o n s  and t h e  d e c l a r e d  energy 
supp ly  of BPA and Nor thwest  Schedu l ing  U t i l i t i e s  was s u f f i c i e n t  t o  f u l l y  
u t i l i z e  a l l  a v a i l a b l e  I n t e r t i e  c a p a c i t y .  C o n d i t i o n  3  a p p l i e d  when s p i l l  o r  
t h rea tened  s p i l l  c o n d i t i o n s  d i d  n o t  p r e v a i l  and t h e  d e c l a r e d  energy supp ly  o f  
BPA and Nor thwest  Schedu l iqg  U t i l i t i e s  was i n ~ u f f i c i e n t  t o  f u l l y  u t i l i z e  
a v a i l a b l e  I n t e r t i e  c a p a c i t y .  I n  C o n d i t i o n  3 ,  rema in ing  c a p a c i t y  was a1 l o c a t e d  
t o  e x t r a - r e g i o n a l  u t i l i t i e s .  

The LTIAP, i n  s e c t i o n  5(d) ,  a l s o  p r o v i d e d  f o r  an 18-month exper iment  
(Formula A l l o c a t i o n  Exper iment o r  FA€) t o  be conducted i n  C o n d i t i o n s  2  and 3.  
Under t h e  FAE, BPA a l l o c a t e d  t o  i t s e l f  i t s  p r o  r a t a  share o f  I n t e r t i e  c a p a c i t y  
and s u b j e c t e d  rema in ing  c a p a c i t y  t o  c o m p e t i t i o n  among t h e  nonfedera l  u t i l i t i e s  
e l i g i b l e  ' i n  t h a t  c o n d i t i o n ,  t h e r e b y  f o r c i n g  i nc reased  c o m p e t i t i o n  among 
s u p p l i e r s  i n  each o f  those two c o n d i t i o n s .  

Based on d a t a  c o l l e c t e d ,  BPA in fo rmed  i t s  customers i n  September, 1991 
t h a t  t h e  FAE had 1  i t t l e  impact  on any o f  s i x  concerns BPA had e a r l  i e r  1 i s t e d  
f o r  assessment, except  t h a t  o p e r a t i o n a l  and p l a n n i n g  e f f i c i e n c y  had been 
s e r i o u s l y  impa i red  f o r  BPA, s u p p l i e r s  and purchasers .  (A t tachment  1 ) .  BPA 
i n d i c a t e d  i t s  i n t e n t  t o  deve lop a l t e r n a t i v e  procedures w h i l e  conforming t o  t h e  
c o m p e t i t i v e  i n t e n t  of t h e  exper iment .  

The FAE a l s o  f a c i l i t a t e d  r e c o g n i t i o n  o f  s i g n i f i c a n t  r e d u c t i o n s  i n  t h e  
occur rence of b o t h  C o n d i t i o n s  2  and 3. FAE d a t a  showed t h a t ,  o u t s i d e  o f  
C o n d i t i o n  1 p e r i o d s ,  t h e  combined occur rence o f  C o n d i t i o n s  2  and 3  had 
d e c l i n e d  t o  9.1% o f  t h e  t i m e .  Dur ing  n e a r l y  9 1 1  o f  non-Condi t ion  1 p e r i o d s ,  
i n t e r t i e  c a p a c i t y  exceeded reques ts  f o r  i t s  use. As a  r e s u l t ,  no i n t e r t i e  
c a p a c i t y  a l l o c a t i o n  was performed and t h e  m a r k e t i n g  o f  energy o c c u r r e d  w i t h i n  
a  f u l l y  c o m p e t i t i v e  environment f o r  a l l  s u p p l i e r s  (BPA, Nor thwest  u t i l i t i e s ,  
e x t r a r e g i o n a l  u t i l i t i e s ) .  The d e c l i n e  con t inued  a f t e r  t h e  FAE, w i t h  C o n d i t i o n  
2  o c c u r r i n g  o n l y  1.4% of  t h e  non-Condi t ion 1 p e r i o d s  th rough  September, 1992. 
These d e c l i n e s  were l a r g e l y  a t t r i b u t e d  t o  a  s i g n i f i c a n t  i nc rease  i n  t r a n s f e r  
c a p a b i l i t y  of t h e  I n t e r t i e .  The d e c l i n e s  a r e  expected t o  c o n t i n u e  w i t h  t h e  
a d d i t i o n  o f  another  1600 MW o f  t r a n s f e r  c a p a b i l i t y  when t h e  T h i r d  AC I n t e r t i e  
p r o j e c t  i s  completed i n  1993. 

On December 1 1 ,  1992, BPA i ssued  f o r  p u b l i c  rev iew  a  Proposa.1 t o  Amend 
BPA' s Long-Term I n t e r t i e  Access Pol i cy .  (At tachment 2 ) .  Because of t h e  



dramat i c  r e d u c t i o n s  i n  t h e i r  occur rence,  t h e  agency proposed t o  e l i m i n a t e  
C o n d i t i o n s  2 and 3  and t o  f o r m a l l y  r e p l a c e  them w i t h  a s i n g l e  c o n d i t i o n  
l a b e l  l e d  Open Market  i n  which BPA, o t h e r  Nor thwest  suppl  i e r s  and e x t r a r e g i o n a l  
s u p p l i e r s  would compete for  I n t e r t i e  c a p a c i t y  by a r r a n g i n g  t r a n s a c t i o n s  w i t h  
Southwest purchasers .  No s u b s t a n t i v e  changes to  C o n d i t i o n  1  were proposed. 
Wording changes t o  e f f e c t  t h e  p roposa l ,  t o  recogn ize  t h e  t e r m i n a t i o n  of t h e  
FAE, and t o  make v a r i o u s  nonsubs tan t i ve  c o r r e c t i o n s  were i n c l u d e d  f o r  r e v i e w  
and comment. The proposa l  c a l l e d  for  comments t o  be f i l e d  w i t h  BPA th rough  
January 30, 1993. 

Summary of Comments Received 

S i x  w r i t t e n  comments on t h e  proposa l  were r e c e i v e d .  (At tachment  3 ) .  The 
C a l i f o r n i a  Energy Commission (CEC) urged BPA t o  immedia te ly  adopt t h e  proposed 
amendments. The CEC, a  long- t ime opponent o f  C o n d i t i o n s  2 and 3 ,  .s ta ted t h a t  
C o n d i t i o n s  2 and 3  were unreasonable because t h e y  p r o v i d e d  " f i x e d  I n t e r t i e  
a l l o c a t i o n s  a t  t imes when t h e r e  i s  no reasonable  t h r e a t  of s p i l l  i n  t h e  
Nor thwest . "  CEC a t  1.  CEC applauded BPA's proposa l  t o  c r e a t e  an Open Market  
c o n d i t i o n  t o  s u b s t i t u t e  f o r  Conditions 2 and 3  w h i l e  m a i n t a i n i n g  p r o  r a t a  
s h a r i n g  o f  I n t e r t i e  c a p a c i t y  d u r i n g  t imes of  s p i l l  o r  l i k e l i h o o d  o f  s p i l l .  I t  
agreed t h a t  r e c e n t  expansions of  I n t e r t i e  c a p a c i t y  min imized t h e  occur rence  o f  
C o n d i t i o n s  2 and 3  and i n d i c a t e d  t h a t  implementat ion o f  BPA1s proposa l  would 
f u r t h e r  l e g i t i m i z e  e l e c t r i c i t y  t r a d e  between Canada, t h e  Nor thwest  and 
C a l i f o r n i a .  The CEC's o n l y  two concerns were ( 1 )  t h e  proposa l  d i d  n o t  address 
t h e  LTIAP's r e s t r i c t i o n s  on Assured D e l i v e r y  and ( 2 )  BPA c o u l d  render  t h e  
p roposa ls  meaningless by l i b e r a l l y  d e c l a r i n g  a  " l i k e l i h o o d  . o f . s p i l l n ,  t h e r e b y  
t r i g g e r i n g  t h e  s t r i c t  a l l o c a t i o n  mechanism o f  C o n d i t i o n  1 ,  when t h e  l i k e l i h o o d  
was a c t u a l l y  remote.  

D i r e c t  S e r v i c e  I n d u s t r i e s ,  I n c .  (DSIs)  cautioned.BPA t h a t  t h e  low 
i n c i d e n c e  of  C o n d i t i o n s  2 and 3  may be a  f u n c t i o n  o f  r e c e n t  d rough t  c o n d i t i o n s  
i n  t h e  Nor thwest .  The DSIs suggested t h a t  BPA and o t h e r  Nor thwest  s u p p l i e r s  
c o u l d  be harmed by t h e  e l i m i n a t i o n  o f  C o n d i t i o n s  2 and 3  i f  more normal water  
c o n d i t i o n s  r e t u r n .  Consequent ly,  t hey  suggested t h a t  BPA " g i v e  addi  t i o n a l  
thought  as t o  whether i t  i s  i n  BPA1s b e s t  i n t e r e s t s "  t o  implement t h e  p r o p o s a l .  

The Sacramento M u n i c i p a l  U t i l i t y  D i s t r i c t  (SMUD) suppor ted t h e  p r o p o s a l .  
I t  no ted  t h a t  an Open Market  c o n d i t i o n  would " a l l o w  a  h i g h e r  u t i l i z a t i o n  of  
a v a i l a b l e  I n t e r t i e  c a p a c i t y  by b o t h  Nor thwest  Schedul ing U t i l i t i e s  and 
Ext ra-Regiona l  U t i l i t i e s . "  

The B r i t i s h  Columbia Power Exchange C o r p o r a t i o n  (POWEREX) a l s o  suppor ted 
t h e  p roposa l .  S t a t i n g  i t s  f i r m  suppor t  f o r  "open, market  based, c o m p e t i t i v e  
t r a n s m i s s i o n  access",  i t  found t h e  proposa l  t o  be " t h e  f i r s t  s tep  i n  a l i g n i n g  
CBPA1sl t r a n s m i s s i o n  access p o l i c y  t o  t h e  [ I 9 9 2  N a t i o n a l  Energy P o l i c y  A c t l . "  
POWEREX a l s o  s t a t e d  t h a t  t h e  Energy P o l i c y  A c t ,  t h e  CanadaIUS Free Trade 
Agreement and t h e  N o r t h  American Free Trade Agreement r e q u i r e d  BPA t o  move 
beyond t h e  proposa l  t o  a  f u l l  open market .  Consequent ly,  BPA shou ld  beg in  an 
assessment o f  t h e  impact  o f  e l i m i n a t i n g  C o n d i t i o n  1 .  I t  suggested t h a t  any 
r e s u l t i n g  c o s t  t o  BPA and t h e  r e g i o n  " c o u l d  be r e f l e c t e d  i n  t h e  wheel ing 
charges",  keep ing  BPA whole w h i l e  p r o v i d i n g  open access b e n e f i t s  t o  t h e  West 
Coast . 



The Montana Power Company (MPC) l i s t e d  one concern. Though s t a t i n g  t h a t  
i t  has "no qua r re l  w i t h  p r o v i d i n g  access t o  e x t r a  r eg iona l  u t i l i t i e s  under 
open market cond i t i ons " ,  MPC i s  concerned t h a t  the  proposal cou ld  be 
i n t e r p r e t e d  t o  increase ex t r a reg iona l  access . to  the  I n t e r t i e  i n  Cond i t i on  1. 
MPC requested c l a r i f i c a t i o n  o f  the  proposal  on t h i s  p o i n t .  

The Southern C a l i f o r n i a  Edison Company (SCE) s t a ted  t h a t  i t  does no t  
oppose BPA's proposed amendment. SCE viewed t h e  amendment as (1)  promot ing 
compet i t i on  i n  the  i n t e r - r eg iona l  b u l k  power market; (2)  e a s i l y  admin is tered;  
and (3)  cons i s t en t  w i t h  r e a l i s t i c  ope ra t i ng  cond i t i ons .  

l ssue Ana l ys i s 

1. Whether the disappearance o f  Condi t ions 2 and 3 i s  a  temporary phenomenon 
t i e d  t o  t he  recen t  drought cond i t i ons .  

The DSIs have suggested t h a t  the  low percentage o f  t ime t h a t  Cond i t i ons  2 
and 3 have been e f f e c t i v e  under the LTIAP du r i ng  the  l a s t  3 years  has been a  
f unc t i on  o f  bad water years .  There i s  l i t t l e  doubt t h a t  t h e  drought  has 
d r a m a t i c a l l y  reduced the amount o f  Northwest energy a v a i l a b l e  f o r  expo r t  t o  
C a l i f o r n i a .  I f  I n t e r t i e  c a p a b i l i t y  had remained the same, t he re  would be a  
g rea te r  l i k e l i h o o d ,  when normal water cond i t i ons  r e t u r n ,  o f  s u f f i c i e n t  
expor tab le  energy supp l ies  t o  load  the I n t e r t i e  and r e g u l a r l y  t r i g g e r  e i t h e r  
Cond i t ion  2  o r  3. But du r i ng  the  same t ime per iod ,  the  t r a n s f e r  c a p a b i l i t y  o f  
the I n t e r t i e  has grown by 40%. w i t h  an a d d i t i o n a l  1600 MW soon t o  come on 
l i n e .  I n  a d d i t i o n ,  demand f o r  energy i n  the Northwest has increased,  reduc ing  
the supply o f  expor tab le  economy energy. Non-power c o n s t r a i n t s  on the  r i v e r  
system r e s u l t i n g  f rom e f f o r t s  t o  p r o t e c t  the  environment have a l s o  
s i g n i f i c a n t l y  a f f e c t e d  when expor tab le  energy i s  avai  l a b l e  and reduced the  
genera t ing  c a p a b i l i t y  necessary t o  produce i t .  BPA be l ieves  t h a t  these 
changes have a l l  bu t  e l im ina ted  t he  l i k e l i h o o d  o f  expor tab le  energy supp l ies  
s u f f i c i e n t  t o  f u l l y  load the  I n t e r t i e .  Consequently, s h i f t s  between Cond i t i on  
1 and an open market ve rs ion  o f  Cond i t i on  3  would be the p a t t e r n  even w i t hou t  
formal  e l  i m i n a t i o n  o f  Condi t ions 2 and 3. 

Th is  conc lus ion i s  supported by the  f o l l o w i u g  i n f o rma t i on .  Since J u l y  
1988, the cumulat ive nor th- to-south AC and DC power flows have approached 100 
percent  of I n t e r t i e  capabi 1 i t y  i n  o n l y  two o f  the  four years .  I n  each of 
those two years,  t h i s  occurred less  than 1 percent  o f  the t ime.  Dur ing  t h i s  
per iod ,  power f l ows  i n  excess o f  80 percent  o f  I n t e r t i e  c a p a b i l i t y  were 
sus ta inab le  l ess  than 8  percent  o f  the  t ime under 1989-1990 water cond i t i ons  
which p rov ided  a  volume r u n o f f  equal t o  97.3 percent  o f  the 50-year average 
measured a t  The Da l l es .  The same was t r u e  l ess  than 6 percent  o f  the t ime i n  
1990-1991 which prov ided a  volume r u n o f f  o f  104.8 percent o f  the 50-year 
average. Current  p r o j e c t i o n s  show, o p t i m i s t i c a l l y ,  t h a t  May-June load ings 
( i n c l u d i n g  p ro j ec ted  new f i r m  f ede ra l  and nonfederal  t r ansac t i ons )  cou ld  
approach 90 percent  o f  c a p a b i l i t y  du r i ng  peak heavy load hour per iods ,  b u t  
t h i s  would r e l y  h e a v i l y  upon a  l ack  o f  r eg i ona l  non f i rm energy markets and an 
absence o f  non-power c o n s t r a i n t s  . 

If l e v e l s  o f  energy a v a i l a b i l i t y  s u f f i c i e n t  t o  t r i g g e r  a l l o c a t i o n s  i n  
Cond i t ions  2 and 3 ever do occur again, they w i l l  be r a r e  and temporary. 



A l l o c a t i o n  does n o t  g u a r a n t e e  m a r k e t s .  D u r i n g  t h e  p a s t  t h r e e  y e a r s ,  an  
ave rage  o f  2400 MW o f  I n t e r t l e  c a p a b i l i t y  remained unused d u r i n g  C o n d i t i o n  2 
p e r i o d s .  C o m p l e t i o n  o f  t h e  T h i r d  AC I n t e r t i e  c o u l d  w e l l  i n c r e a s e  t h i s  
amount.  The k e y  to  BPA's success  ' i s  t h e  f l e x i b i l i t y  o f  t h e  F e d e r a l  System t o  
e n a b l e  t h e  c o n s e r v a t i o n  o f  e n e r g y  u n t i l  ma rke t s  a r e  a v a i l a b l e .  Shou ld  a  
l i k e l i h o o d  o f  s p i l l  r e s u l t ,  a  d e c l a r a t i o n  o f  C o n d l t l o n  1  rema ins  s o l e l y  BPA's 
o p t i o n .  I n  C o n d l t l o n  1, BPA i s  a s s u r e d  o f  s i g n i f i c a n t  access  t o  t h e  
C a l i f o r n i a  m a r k e t  t h r o u g h  p r e s c h e d u l e d  a l l o c a t i o n s  and t h e  t r u e - u p  mechanism. 

2. Whether BPA s h o u l d  a l s o  m o d i f y  C o n d i t i o n  1  and LTIAP Assured  D e l i v e r y  
p r o v i s i o n s .  

POWEREX sugges ts  t h a t  BPA i s  r e q u i r e d  b y  l a w  and i n t e r n a t i o n a l  agreements 
t o  e l i m i n a t e  C o n d i t i o n  1 and r e c o v e r  any  r e s u l t i n g  c o s t s  t h r o u g h  BPA's r a t e  
s t r u c t u r e .  BPA i s  n o t  r e q u i r e d  by  t h e  Energy P o l i c y  A c t ,  t h e  CanadianIUS F ree  
Trade Agreement o r  t h e  N o r t h  Amer ican F ree  Trade Agreement t o  u n d e r t a k e  any 
m o d i f i c a t i o n s  ( i n c l u d i n g  t h e  p roposed  e l i m i n a t i o n  o f  C o n d i t i o n s  2 and 3 )  t o  
t h e  LT IAP ' s  Formula  A l l o c a t i o n  methodo logy .  The Conference R e p o r t  t o  t h e  
Energy  P o l i t y  A c t  s t a t e s  t h a t  "BPA's s h o r t - t e r m  t r a n s m i s s i o n  s e r v i c e  
a l l o c a t i o n  methodo logy  f o r  economy ene rgy  t r a d e s  i s  . . . u n a f f e c t e d  by t h e  
FERC's new a u t h o r i t y  t o  o r d e r  access  t o  t r a n s m i s s i o n  c o n t r o l l e d  b y  BPA." 
Con fe rence  Repo r t ,  H. Rep. 102-1018, 102d Cong, 2d Sess.  a t  388. N e i t h e r  does 
e i t h e r  F r e e  Trade Agreement r e q u i r e  BPA t o  a d o p t  an open m a r k e t  p o l i c y .  
B P A - s p e c i f i c  language i n  b o t h  agreements r e q u i r e s  t h e  LTIAP t o  p r o v i d e  t h e  
same access  o p p o r t u n i t i e s  t o  BC Hyd ro  as a r e  p r o v i d e d  t o  U n i t e d  S t a t e s  
e x t r a r e g i o n a l  u t i l i t i e s .  C o n d i t i o n  1  p r o v i d e s  such equa l  t r e a t m e n t .  BPA 
d e c l i n e s  t o  r e v i e w  C o n d i t i o n  1. 

Rega rd ing  CEC's recommendat ion t o  ease LTIAP r e s t r i c t i o n s  on  Assured  
D e l i v e r y  t r a n s a c t i o n s ,  BPA i s  s e p a r a t e l y  r e v i e w i n g  t h e  i m p a c t  o f  t h e  Energy 
P o l i c y  A c t  o n  i t s  Assured  D e l i v e r y  p r o v i s i o n s .  

3 .  Whether t h e  p roposed amendments m o d i f y  C o n d i t i o n  1  l i m i t a t i o n s  on  I n t e r t i e  
access  b y  e x t r a r e g i o n a l  u t i l i t i e s .  

Responding t o  t h e  Montana Power Company's concern .  t h e  p roposed  amendments 
a r e  n o t  i n t e n d e d  to  m o d i f y  access  r e s t r i c t i o n s  o n  e x t r a r e g i o n a l  economy e n e r g y  
d u r i n g  C o n d i t i o n  1 .  The 1988 LTIAP r e s e r v e d  BPA's d i s c r e t i o n  t o  p r o v i d e  
e x t r a r e g i o n a l  u t i l i t i e s  w i t h  Formula  A l l o c a t i o n  d u r i n g  C o n d i t i o n s  1 and 2  i f  
a p p r o p r i a t e  agreements c o u l d  be a r r a n g e d .  The proposedtamendments mai n t a i  n  
t h a t  d i s c r e t i o n  f o r  C o n d i t i o n  1 access  (now t h a t  C o n d i t i o n  2 i s  e l i m i n a t e d ) .  
No d e c i s i o n  on e x t r a r e g i o n a l  access  i n  C o n d i t i o n  1  i s  b e i n g  made w i t h  t h i s  
amendment. BPA wou ld  f i r s t  i n f o r m  Nor thwes t  u t i l i t i e s  and r e q u e s t  p u b l i c  
comment b e f o r e  mak ing  a  d e c i s i o n  o n  any p r o p o s a l  wh ich  wou ld  p r o v i d e  
a l l o c a t i o n s  to  e x t r a r e g i p n a l  u t i l i t i e s  i n  C o n d i t i o n  1 .  

Decision 

The q u e s t i o n  for BPA i s  n o t  whether  t o  i n s t i t u t e  an  Open M a r k e t  mechanism 
f o r  economy s a l e s  t o  C a l i f o r n i a .  Such a  mechanism i s  a l r e a d y  i n  use d u r i n g  
most  o f  t h e  n o n - C o n d i t i o n  1 p e r i o d s ,  n e c e s s i t a t e d  by  r e c e n t  expans ions  o f  
I n t e r t i e  t r a n s f e r  c a p a b i l i t y .  The i s s u e  i s  whether  t o  r e t a i n  C o n d i t i o n s  2 and 
3 for use i n  t h e  e v e n t  t h e  a p p l i c a b l e  c i r c u m s t a n c e s  e v e r  a r i s e  a g a i n .  For  t h e  



reasons s ta ted  above., BPA be l ieves  i t  i s  u n l i k e l y  t h a t  those circumstances 
w i l l  occur again  w i t h  any degree of s ign i f i cance .  E l i m i n a t i o n  o f  Cond i t i ons  2 
and 3 prov ides more c e r t a i n t y  fo r  supp l i e r s  and purchasers,  simp1 i f  i e s  
ope ra t i ng  procedures f o r  BPA's schedul ing personnel and m i r r o r s  t he  increased 
compet i t i on  among purchasers expected t o  occur i n  C a l i f o r n i a  as a r e s u l t  o f  
the Th i r d  AC l i n e .  

The proposed s i m p l i f i c a t i o n  t o  a Cond i t ion  l I 0pen  Market approach i s  very  
s imi  l a r  t o  the  "Pre-IAP" formula a1 l o c a t i o n  a1 t e r n a t i v e  analyzed i n t he  
I n t e r t i e  Development and Use Environmental Impact Statement (IDU-EIS). 
(IDU-EIS Summary a t  8 ,  IDU-EIS a t  2-8 through 2-12>. The Pre-IAP a l t e r n a t i v e  
cons is ted of (1 )  the  Expor tab le  Agreement, which s t r i c t l y  a l l o c a t e d  f ede ra l  
I n t e r t i e  capac i t y  o n l y  among BPA and Northwest u t i l i t i e s  du r i ng  s p i l l  o r  
imminent s p i l l  cond i t i ons  and (2)  an open market c o n d i t i o n  a t  a l l  o t h e r  t imes 
i n  which suppl i e r s  competed f o r  t h e  market w i t hou t  a1 l o c a t i o n s  be i  ng made. 
The IDU-EIS found t h a t  the  environmental impacts of the Pre-IAP a l t e r n a t i v e  
were e s s e n t i a l l y  the same as the impacts o f  the methodology employing the 
t h ree  cond i t i ons  (Cond i t ions  1 - 3 )  and u l t i m a t e l y  adopted i n  the  LTIAP. 
Since t h a t  t ime, as exp la ined above, changes i n  I n t e r t i e  t r a n s f e r  c a p a b i l i t y  
have reduced the p r a c t i c a l  d i f f e rences  between the two approaches t o  j u s t  a 
few hours each year ,  f u r t h e r  m in im iz ing  any d i f ferences i n  impact t h a t  may 
have p rev i ous l y  ex i s t ed .  Add i t i ona l  l y ,  BPA has r e t a i n e d  the Cond i t i on  1 
'Protected Area sanc t ion  w i t hou t  change. Consequently, BPA be1 ieves t h a t  
adopt ion o f  the Cond i t ion  l10pen Market approach w i l l  ma in ta i n  the 
environmental s t a tus  quo. 

BPA hereby adopts the  Proposed Amendment t o  the Long-Term I n t e r t i e  Access 
P o l i c y .  Condi t ions 2 and 3 o f  the LTIAP are f o r m a l l y  e l i m i n a t e d  i n  f a v o r  o f  
the Open Market condi t i o n  which has i nc reas ing l y  domi nated the non-Condi t i o n  1 
pe r iods  over the l a s t  5 years.  Cond i t i on  1 i s  r e t a i n e d .  The r e v i s e d  Formula 
A l l o c a t i o n  sec t ion  i s  appended as Attachment 4 .  

I have reviewed and hereby approve t h i s  dec i s i on  t o  adopt the  Proposed 
Amendment t o  the  Long-Term I n t e r t i e  Access P o l i c y  a t tached here to .  

Issued i n  Por t land .  Oregon, April 8 , 1993. 

~ o U ,  \ 

Randal 1 W .  Hardy 
Admi n i  s t r a t o r  





Department of Energy 
Bonneville Power Administration 

P.O. Box 3621 
Portland, Oregon 97206-3621 

September 16, -1991 OFFICE OF THE ADMINISTRATOR 

In r a ~ l y  rafar to: 
PMLA 

FORMULA ALLOCATION EXPERIMENT 
CUSTOMER NOTICE 

Dear Customers and I n t e r e s t e d  P a r t i e s :  

Bonnev l l l e  Power A d m i n l s t r a t i o n  (BPA) issued a customer not . lce on February 28, 
1990, announcing t h e  extens ion of  t h e  Formula A l l o c a t i o n  Experiment (FAE) 
through September 30, 1991. The purpose o f  t h i s  customer n o t i c e  i s :  

C 

1. To p rov ide  a summary of the FAE ana lys is ;  
2. To p r 0 v i d e . a  summary of  the  customer comments; and 
3. To announce BPA's i n t e n t  regard ing   the FAE. 

A. Summary o f  the FAE Analys is  

Sec t ion  S(e) (as amended by t h e  February 28, 1990, customer n o t i c e )  o f  the  
Long Term I n t e r t i e  Access (LTIAP) p o l  i c y  s ta tes  t h a t  d u r i n g  t h e  course o f  
t h e  exper iment BPA w i l l  c o l l e c t  and analyze i n f o r m a t i o n  on a s e t  of t o p i c s  
re1  evant  t o  f u t u r e  a1 l o c a t i o n  procedures. BPA has co l  1 ec ted  and analyzed 
da ta  f rom the  beginning o f  the  FAE (October 1, 1988) t o  t h e  p resen t .  
Dur ing t h a t  t ime, the '  I n t e r t i e  has been i n  Cond i t i on  2 f o r  1 o r  more hours 
on 67 days, n o t  a l l  o f  them consecut ive.  A summary of C o n d i t i o n  2 
exper iences s ince 1988, by t o p i c ,  f o l l o w s .  

1. What was t h e  e f f e c t  on BPA revenue o f  a l l o c a t i n g  t o  non-Federal 
u t i l i t i e s  as a group r a t h e r  than i n d i v i d u a l l y  (b lock  a l l o c a t i o n ) ?  

Al though BPA may have s u f f e r e d  some economic l o s s ,  t h e r e  was no 
s i g n i f i c a n t  e f f e c t .  BPA sa les  exceeded the  75 percent  c r i t e r i a  ( t h e  
break ing p o i n t  f o r  true-up) es tab l i shed  i n  Sect ion 5 (c ) (2 ) (B)  of  t h e  
LTIAP; from t h i s  perspect ive ,  FAE may have 1 i t t l e  e f f e c t  on BPA's 
power revenues. However, FA€ does no t  pe rmi t  the a p p l i c a t i o n  of  the  
IS-89, I I I A  t ransmiss ion charge on unused a l l o c a t i o n ,  and t h i s  may 
have l e d  t o  a l o s s  o f  wheel ing revenue f o r  BPA. Northwest u t i l i t i e s ,  
d e c l a r i n g  a v a i l a b l e  energy for sa le  t o  the  C a l i f o r n i a  market, 
r o u t i n e l y  dec lared l a r g e r  q u a n t i t i e s  f o r  sa le  than was purchased. 
There were ins tances when BPA had marketable energy a v a i l a b l e  and a 
w i l l i n g  buyer I n  C a l i f o r n i a ;  however, t h e  o n l y  remain ing c a p a c i t y  was . 
c o n t a i  ned i n  the  non-Federal b lock .  



Conclusion:  A t  bes t .  FAE p rov ides  no b e n e f i t s  t o  BPA. I n  some 
cases, BPA s u f f e r s  l o s s  i n  revenue. A l though t h i s  l o s s  t o  BPA has 
n o t  been q u a n t i f i e d ,  BPA's a n a l y s i s  i n d i c a t e s  t h a t  C a l i f o r n i a  
u t i l i . t i e s  saved a  t o t a l  o f  $140,000 d u r i n g  the  FAE. 

2 .  What was observed regarding the impairment of lnter t ie  access for 
California u t i l i t i e s  presently lacking ownership in the southern 
portion of the Intert ie? 

Agreements between C a l i f o r n i a  u t i l i t i e s  t h a t  have access t o  the 
I n t e r t i e  and those t h a t  do n o t  p rov ide  for s p e c i f i c  t ransmiss ion  
se rv i ces  upon mutual agreement. Experience d u r i n g  FAE i n d i c a t e s  t h a t  
mutual agreement i s  r a r e l y  reached. However. d u r i n g  FAE, the Western 
Systems Power Pool (WSPP) p rov ided  those u t i l i t i e s  w i t h o u t  access the  
o p p o r t u n i t i e s  to acqu i re  t ransmiss ion  se rv i ces  n o t  o the rw ise  
a v a i l a b l e .  Such t ransmiss ion  was r e s p o n s i b l e  f o r  most. i f  n o t  a l l ,  
nonf i rm t r a n s a c t i o n s  between those u t i l i t i e s  and the Northwest 
s e l l  e r s .  

Conclusion:  The FAE a n a l y s i s  shows t h a t  t h e r e  i s  l i t t l e  C a l i f o r n i a  
c a p a c i t y  made a v a i l a b l e  for use by "have n o t s "  t o  access P a c i f i c  
Northwest n o n f i r m  energy o t h e r  than t h a t  made a v a i l a b l e  by WSPP. 

3 .  Was there any loss of BPA sales due to a fa i  l"re to share unused 
capacity among California ent i t ies with ownership or contractual 

. interests in the Intert ie? 

A1 though some c o n t r a c t u a l  wheel i r ~ g  arrangements have been arranged 
between C a l i f o r n i a  u t i l i t i e s ,  WSPP cont inues t o  be the p r imary  method 
used t o  conduct wheel ing t r a n s a c t i o n s .  WSPP i s  c r i t i c a l  t o  shar ing  
unused c a p a c i t y  among owners i n  C a l i f o r n i a .  

Conclusion:  Yes, BPA most l i k e l y  l o s t  some sa les ,  however, some 
shar ing  of  c a p a c i t y  occur red  through t h e  WSPP. 

4.  What were the effects of the experiment on small Scheduling 
U t i l i t i es?  

Only  two smal l  u t i l i t i e s  p a r t i c i p a t e d  i n  FAE, and then o n l y  
s p a r i n g l y .  They had v a r i e d  success when p a r t i c i p a t i n g .  

Conc lus ion:  FAE had l i t t l e  e f f e c t  on smal l  Schedul ing U t i l i t i e s  

5. What was the effect of the experiment in  terms of administrative 
d i f f icu l t ies  imposed on BPA schedulers and participating u t i l i t i e s ?  

Exper ience w i t h  FAE procedures i n d i c a t e s  t h a t  the procedures increase 
the comp lex i t y  of every  aspect  of  the schedul ing process.  The e f f o r t  
t o  a c c u r a t e l y  i n p u t  and v e r i f y  incoming schedules i s  i n t e n s e  and 
f r e q u e n t l y  f r u s t r a t i n g  f o r  BPA and Northwest and C a l i f o r n i a  
schedulers .  BPA r e a l t i m e  schedulers a r e  a f fec ted as w e l l ,  i n  t h a t  
the FAE process r e q u i r e d  two. and sometimes th ree .  c a l l s  t o  the BPA 



duty scheduler t o  complete a single transaction. where one cal 1 was 
all that was previously necessary. One of FAE's more serious impacts 
is its affect upon the planning process. Utilities have t o  plan 
their system operation while off-system sales, which may be a 
significant part o f  their load, remain unknown. California 
schedulers have similar problems, which include arranging purchases 
before they have sufficient time to evaluate their system conditions, 
sometimes finding later that purchases cannot be delivered due to a 
lack o f  transmission. 

Conclusion: The FAE procedure is one in which scheduling is, through 
FAE's design. done bl indly. Schedulers throughout the Northwest and 
California have all stated their frustrations with the FAE 
procedures. Although FAE does provide California utilities with a 
limited "free market," the extra work required in setting up the sale 
may cancel the benefits. 

6. What was the effect of the experiment on the fish and wildlife 
protection goal described in Section 7(d) of the LTIAP? 

'The FAE had n o  impact upon BPA's fish and wildlife protection goals 
because no new hydroelectric power project has been built since the 
adoption of the LTIAP that conflicts with the Protected Areas 
provisions (section 7 ) .  This, however, does not lessen BPA's 
concerns in .this area. . The block allocation methodology prescribed 
by the FAE during Condition 2 is o f  particular concern. This 
methodology provides no individual formula allocations; thus. it 
nullifies BPA's ability t o  apply the decrement provisions of 
Section 5(b>. 

Conclusion: The FAE block allocation procedure does not provide 
acceptable protection of ratepayer investment for cri tical f i sh and 
wildlife habitat. BPA is continuing its review of a1 ternative means 
for ensuring effective protection o f  that investment. 

" 0 .  .Summary of Customer Responses 

8PA requested comments regarding FAE during the initial 18 months o f  the 
Experiment and again in June 1991, during the 18-month extension of FAE  
through September 30, 1991. T o  provide a short summary of the comments, 
selected excerpts from the most recent letter received from a commenting 
utility follows. 

1 .  City of Seattle--City Light Department (August 29. 1989): 

"The experiment has had a negative impact o n  this uti 1 i ty in the form 
of added costs for scheduling o n  an overtime basis. The overtime is 
a result o f  the scheduling procedures that do not determine i f  a sale 
has been made o r  not to the Southwest unti 1 as late as three o'clock 
in the afternoon." 



"One of the  more impor tan t  negat ive impacts a t t r i b u t e d  t o  the 
exper iment i s  the  adverse o p e r a t i o n  o f  ou r  resources t h a t  the concept 
of t h i s  exper iment can p o t e n t i a l  l y  .cause." 

" .  . . b u t  we con t inue  t o  b e l i e v e  t h a t  the concept o f  the  experiment 
i s  t e s t i n g ,  i s  adverse to t h i s  u t i l i t y ' s  bes t  i n t e r e s t  and t h a t  t o  
con t inue  t o  exper iment i n t o  the f u t u r e  w i l l :  

a.' Resu l t  i n  l o s t  revenue t o  t h i s  u t i l i t y ;  
b.  R e s u l t  i n  l e s s  e f f i c i e n t  o p e r a t i o n  o f  our resources;  and 
c .  R e s u l t  i n  h igher  a d m i n i s t r a t i v e  c o s t s . "  

2 .  Montana Power Company ( J u l y  19, 1991): 

' I .  . . ' f i r s t  come, f i r s t  served'  f e a t u r e  . . . has c rea ted  se r ious  
problems."  

3.  P a c i f i c  PowerIUtah Power ( J u l y  19, 1991): 

Urges p r o v i s i o n s  o f  the  FAE be adopted, based on t h e  v iew t h a t  
" .  . . a d m i n i s t r a t i v e  burdens . . . [ a t e l  f a r  l e s s  under the 
p r o v i s i o n s  o f  t h e  FAE than under the  c u r r e n t  Formula 
A l l o c a t i o n  . . . and, a l l o c a t i o n s  o f  t h e  I n t e r t i e  under the 
p r o v i s i o n s  o f  t h e  FAE a re  more e q u i t a b l e . "  

4. Puget Power ( J u l y  19, 1991): 

"The c u r r e n t  BPA approach [ t o  i n f o r m a t i o n  c a p a b i l i t y ]  a r t i f i c i a l l y  
and unnecessar i l y  r e s t r a i n s  t r a n s a c t i o n s  . . . . "  

5 .  Washington Water Power ( J u l y  19, 1991): 

"The ' f i r s t  come, f i r s t  served'  f e a t u r e  o f  the Experiment under 
C o n d i t i o n  2 has c rea ted  ve ry  e r r a t i c  sa les  o p p o r t u n i t i e s  on a 
day-to-day b a s i s . "  

Recommends t h a t  "BPA c u r t a i l  t h e  experiment as soon as p o s s i b l e ,  and 
r e t u r n  t o  i s s u i n g  i n d i v i d u a l  u t i l i t y  a l l o c a t i o n s . "  

6 .  Eugene Water and E l e c t r i c  Board ( J u l y  2 2 ,  1991) ( a l s o  rece ived  
l e t t e r s  on May 4 and June 5 ,  1989): 

"The exper iment has a f f e c t e d  us adverse ly  a t  t imes, b u t  i t  has some 
advantages a1 so. " 

7 .  Idaho Power Company ( J u l y  26,  1991) 

I t  has been Idaho Power Company's exper ience t h a t  the  FAE has n o t  
" i nc rease(d )  c o m p e t i t i o n  i n  the economy energy market by p r o v i d i n g  a 
s i n g l e  non-Federal a l l o c a t i o n  i n  the i n t e r t i e  . . . . "  



. . 8 .  P a c i f i c  Gas and E l e c t r i c  (August  16. 1991 ; submi t ted  by PG&E on .  
beha l f  of severa l  C a l i f o r n i a  p a r t i e s ,  i n c l u d i n g  SCE, LADHP, CEC, and 
CPUC) (a1 so r e c e i v e d  Southern Cal i f o r n i a  Edi son, November 30, 1989, 
and P a c i f i c  Gas & E l e c t r i c ,  December 1 ,  1989): 

"The C a l i f o r n i a  P a r t i e s  b e l i e v e  t h a t  t he  imp lementa t ion  o f  the  
exper iment  has n o t  achieved the  goal  o f  r e s t o r i n g  competi  t i o n .  
Whatever benef  i t s  i t was supposed t o  p r o v i d e  i n  t h  i s  rega rd ,  the  
u n c e r t a i n t i e s  and a d m i n i s t r a t i v e  burdens imposed on ou r  o p e r a t o r s  and 
schedu lers  p robab ly  have made t h e  exper iment  as implemented t o  da te  a  
n e t  burden. "  

C. BPA's N o t i f i c a t i o n  Regarding FA€ 

BPA has ana lyzed the  d a t a  c o l l e c t e d  d u r i n g  t h e  two phases ( t h e  i n i t i a l  
18-month exper iment  and the  e x t e n s i o n )  o f  FAE. . BPA has a l s o  c o l l e c t e d  and 
reviewed the  comments f rom t h e  12 l e t t e r s  r e c e i v e d .  There i s  n o t  f u l l  
agreement f rom t h e  customers '  responses r e g a r d i n g  any b e n e f i t s  o r  
d e t r i m e n t s  of t h e  FAE. I t  can be concluded, however, t h a t  respondents 
were g e n e r a l l y  opposed to  the  a d m i n i s t r a t i v e  procedures of 'FAE used d u r i n g  
Condi t i o n  2 occur rences.  

BPA con t i nues  t o  be i n t e r e s t e d  i n  e x p l o r i n g  ways t o  share I n t e r t i e  
capaci  t y  o t h e r  t han  by making i n d i v i d u a l  Formu'la A1 l o c a t  i ons  w i  t h  
Schedu l ing  U t i l i t i e s .  As implemented, t h e  FAE procedures a r e  
u n s a t i s f a c t o r y .  Something must be done to reduce a d m i n i s t r a t i v e  problems 
and t o  p r o v i d e  acceptab le  p r o t e c t i o n  a g a i n s t  t he  c o n s t r u c t i o n  of  p r o j e c t s  
i n  P r o t e c t e d  Areas. C u r r e n t l y ,  BPA's Power Supply s t a f f  b e l i e v e s  they  
have a  way t o  use normal l y  accep tab le  schedul i ng procedures ( w i  t h o u t  the  
need f o r  speed-d ia l i ng  and m u l t i p l e  c o n t a c t s  w i t h  d u t y  schedu le rs )  y e t  
conform t o  the  c o m p e t i t i v e  i n t e n t  o f  t he  exper iment .  8PA does n o t  need 
any more d a t a  c o l l e c t i o n  and e v a l u a t i o n  for FAE, b u t  8PA has n o t  y e t  f u l l y  
developed t h e  s p e c i f i c  a l t e r n a t i v e .  

Thus, BPA's i n t e n t  i s  t o  develop a  s p e c i f i c  a1 t e r n a t i v e ,  seek customer 
comments on t h a t  a l t e r n a t i v e ,  and then  implement t h e  s p e c i f i c  a l t e r n a t i v e  
w i t h  any m o d i f i c a t i o n s ,  w i t h o u t  an a d d i t i o n a l  t r i a l  p e r i o d .  The f o l l o w i n g  
schedule i s  a n t i c i p a t e d :  

1 .  Extend C o n d i t i o n  2 procedures f o r  imp lement ing  LTIAP s e c t i o n  S ( d I ( 2 )  
developed f o r  FAE u n t i l  a  s p e c i f i c  a l t e r n a t i v e  i s  implemented. 

2 .  I ssue  s p e c i f i c  d r a f t  a l t e r n a t i v e  procedures t o  t he  customers and 
o t h e r  i n t e r e s t e d  p a r t i e s ' f o r  comments by January 15. 1992, w i t h  a  
30-day comment p e r i o d  t o  fol low. 

3.  Implement t he  f i n a l  s p e c i f i c  a l t e r n a t i v e  on March 1 ,  1992. 



As before. your comments. and recommendations are welcome as we proceed to 
implement a specific alternative. 

Sincerely. 





Department of Energy 
Bonneville Power Admin~strat~on 

F?O. Box 491 
. Vancouver, Washmgton 98666-0491 

Mc 1 1 1892 

In raolv raler to: 
PS 

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

Action: The Bonneville Power Administration (BPA) is making available for public review a 
proposed amendment to the Long-Term lntertie Access Policy (LTlAP). An explanation and 
description of the proposed action is attached for your review and comment 

Background: BPA issued the LTlAP in May 1988 to govern use of the Federal share of the 
Pacific Northwest-Pacific Southwest lntertie (Intertie). In addition to accommodating long-term firm 
transactions, the LTLAP provided three methoddogies for allocating transmission for federal and 
nonfederal short-term sales referred to as Conditions 1,2, and 3. The LTlAP also provided for an 
1 &month experiment (Formula Allocation Experiment or FAE) to be conducted during Conditions 2 
and 3. 

The FAE was begun in October 1988 and was extended through March 1991 to collect sufficient 
data to make a meaningful evaluation. In September 1991, BPA notified its customers that the 
evaluation had been completed and it found that the FAE had little impact in any of the six areas of . . 

concern, except that it had a serious adverse affect upon operations and scheduling functions. tt 
did aid BPA in recognizing the significant changes that had and were occurring with respect to the 
incidence of both Condition 2 and Condition 3. Our analysis shows that during the FAE period, 
excluding Condition 1, Condition 2 occurred with a frequency of 7.6 percent and Condition 3 with a 
frequency of 1.3 percent. This left, roughly, 91 percent of the hours when there was insufficient 
interest by BPA, regional Scheduling Utilities, and extra-regional utilities in using the full capabilities 
of the Interbe. The reasons are obvious, the most significant being a 40 percent increase in lntertie 
capability since 1988. It appears that opportunities to exercise Conditions 2 and 3 will be even 
more unlikely when the Third AC lnterbe provides an additional 1600 MW. 

BPA is, therefore, proposing to eliminate Conditions 2 and 3 and to formally replace them with a 
single condition to be labeled Open Market. Open Market, which has been heretofore referred to 
as 'Condition 4', recognizes that Formula Allocation is unnecessary when lntertie capability 
exceeds the sum of all requests for non-firm use. BPA is not proposing to modify Condition 1 in 
any way. 

The Process: Comments will be accepted through January 30,1993. Mail comments to: 
Bonneville Power Administration, Public Involvement Manager, P.O. Box 12999-ALP, Portland, 
Oregon 97212 



Documents Available: Addiional copies of the pruposal may be obtained by d i n g  our 
document request line: toll-free 800-622-4520 and asking for the Proposal to Amend BPA's Long- 
Tern Intertie Access Policy. 

For Further Information Contad: Mr. Douglas Dawson at 206-690-21 68, or the Public 
Involvement office in Portland. Telephone numbers, voi-, for the Public Involvement ofice 
are: 503-230-3478 in Portland; and toll-free 800-622-451 9 for the rest of the United States. 

Mark W. Maher 
Acting Director, Division of Power Supply 

Enclosure 



Proposal o Amend BPA's Long-Tam Intertie Acccss Policy 

Summan, 

. In May 1988. BPA issued the ~on~-T&n Interaie Access Policy (LTIAP) governing transactions ova 
F e d d l y  owned portions of the Pacific Nonhwest - Pacific Southwest Intmie ('lntatie). In addition to long-term 
firm transactions. the LTIAP. in section 5(c). accommodated federal and nonfederal shon-term sales through 
application of allocationmethodologies varying according to water and energy supply conditions (Formula 
Allocation). The LTIAP. in section 5(d). also provided for an 18-month experiment (Formula Allocation 
Experiment or FAE). applicable during Conditions 2 and 3. under which BPA allocated itself Intenie capacity 
with the remaining capacity being allocated as a single block for the common use of nonfederal utilities. thereby 
forcing increased competition among suppliers in each of those two conditions. Condition 2 applied when the 
energy supply of BPA and Northwest Scheduling Utilities was suffcient to fully utilize all available Inccnie 
capacity. Condition 3 applied when the energy supply of BPA and Northwest Scheduling Utilities was 
insufficient to fully utilize available Intenie capacity. Remaining unallocattd capacity was made available to 
extra-regional utilities. 

The 18-month experiment began Oaoba 1988 and was extended through March 1991 for data collection 
purposes. On September 16. 1991. BPA informed its customers and other intensted parties that the FAE had liale 
impact in my of six arcas of concern. except that operational.and planning efficiency had been seriously i m p k d  
for BPA. suppliers. and purchasers. BPA indicated its intent to develop alternative procedures while conforming 
to the competitive intent of the experimen~ 

BPA is now proposing to eliminate Conditions 2 and 3 because of their declining relevance and to formally 
replace them with a fully competitive mechanism. BPA has alnady applied this mechanism in most non- 
Condition I periods in response to marketing conditions which have changed substantially since the development 
of the LTIAP in 1988. Most significant is a 77 percent incrtase in lntenie capacity between 1988 and completion 
of the Third AC Intenie in 1993. Condition 1 would be retained. BPA is setking comments on this proposal. 

The FAE tesled the effect of increased competition mong nonfedenl suppliers on six concerns: (I) BPA 
revenues: (2) access by potential California buyas who arc not transmission owners to California's bulk 
tnnsmission system: (3) sharing of unused transmission capacity among Califohia transmission owners: (4) 
sales by small Northwest Scheduling Utilities: (5) administrative efficiency: and (6) fish and wildlife protection. 
The LTlAP committed BPA to make a decision on Condition 2 md 3 allocation procedures at the end of the FAE. 

ln the LTIAP. Condition I is defined as moccurrence of spill or likelihood of spiU on the Federal Columbia 
River Power System (FCRPS). Conhtion I provides protection for BPA and Nonhwesl Scheduling Utilities by 
denying lntenie access to extra-regional utilities. BPA is lunher procccted through a me-up procedure which 
assures it a pro ram shan of all nonfmn sales tothe Southwest. Conditions 2 and 3 art defined as periods when 
spill on the FCRPS is not likely. Condition 2 applies when BPA md Nonhwest Scheduling Utilities make 
available energy sufficient to fuUy load the lnwnie. Exua-regional utilities art denied access and, in the absence 
of the FAE. competition between Noahwest Scheduling Utilities is limited to each utility's individual pro nta 
allocation. Condition 3 applies when Northwest energy declarations are insufficient to load the Inlatie. 
Consequently. Nonhwcst Scheduling Utilities arc granted lntenie allocations equal to their energy declarations 
and exlra-regional energy suppliers are thereafter allowed access to the remaining capacity. 

The frequency of occumnce of Conditions 2 and 3 has significantly declined since mid-1988. Condition 2 
occumd less than 8 percent of the time during the nearly Ihrrt-year FAE. Condition 3 comprised only 1.3 
parcent of nonCondition 1 periods durin'g the FAE. Thc decline has continued with Condition 2 being applicable 
to only 1.4 pcrcau of the nonCondition 1 periods lrom April. 1991 through S e p m k .  1992 'Ihese declines 



resulted primarily from increases in the transfer capability of the Intarit and will be exacerbated by an additional 
1600 MW of Intertie capacity which will soon come on line. 

On the other hand, occurring approximately 91 percent of the non-Condition 1 period during the FAE was a 
variant of Condition 3. not explicitly specified in the L W .  in which unassigned Intatie capacity continued to 
exist after all Ncnthwest and extra-regional supplies were ptrmiaed capacity to m e t  their needs. 
Because capacity exceeded requesu for its use. no allocation was performed and the marketing of energy occumd 
within a fully compeuuve environment for all suppliers. Recognizing the increasing dominance of this condition, 
regardless of any acuon BPA may take with respect to allocation procedures in Conditions 2 and 3. and the 
continuing protections provided to BPA and Northwest Scheduling Utilities by the allocarion mecharusm of 
Condition 1. BPA is proposing the folmal elimination of Conditions 2 and 3 and their replacement with this 
variant of Condition 3. to be labeled "Open Market" Except for a minor change eliminating reference to h e  
Exponable Agreement. which expired Decemba 31.1988, BPA does not propose to modify Condition 1. BPA is 
also using this oppommity to propose other minor housekeeping changes elsewhere in the LTIAP. 

In 1988. BPA indicated that it might consider applying Rotected Arm sanctions, now limited to Condition 1, 
to Conditions 2 and 3 if the FAE wae to be tMninated and individual utility allocations resumed. Though it 
mainrains Protected Area decrements in Condition 1, this proposal does not incorporate individual allocations 
under the Open Market Condition which are ntccswy to implement the Rotected Area decrements. BPA does 
propose to reserve the right to impose additional Protected Area d c t i o n s  on a case-by- basis. BPA intends 
to initiate a Protected Areas policy development in the near fume which will elicit ideas on funher protective 
measures. 

BPA proposes to amend its Policy as follows: 

1. Subsections 4(d)(l )(A) and 4(d)(l)(B) arc amended by deleting references to Condition 2. 

. . . . - 2. Subsection 5(a) is amended by deleting ' ' -. This reference 
should have been to Exhibit A. Regardless. all of these conuacts have since expired. 

3. Subsection 5(b) is amended by deleting the introductory phrase. Exccpr as provided in sccrion 
4(d)(Z)(A). This phrase refus to a nonexistent section. The subsection is funha amended as follows to specify 
that Protected Area sanctions apply during Condition 1: 

n 1 allocat~on by 
h o t t n  7unwstddto. BPA rtse TV es the r a t  on a case - hv - c m  

Rotected 

4. Subsection 5(c) is amended as follows because of the expiration of the Exponable Agreement on 
December 3 I. 1988 and elimination of Conditions 2 and 3. 

dro sv- . .  . 
of A-bv will be allocated h e  followinp 

on>ctdurc: 



all- for BPA e h  Sc- 
. . 

m t v  will b e b a s e d i v e  of l - ~ ~ t i o ~ d  bv the Ava,jlahlg 

.. . . . .  . 
( J 1 ) e v e r  BPAx-le to ~ t s  m w share Qf . . . . . .  

-PA ~111  price on r m m m w e  1s ehwuscsL 

When Condition 1 is not in e f f e c t . s d e c l a r a t l o n s e d  hv BP . . w' A or mv utilitv. 
v A dlahle m j t v  will be a s w e n e d  to he m e d  hv BPA or utilities. 

5. Subsections 5(d). S(e). and S(f) are deleted because of the termination of the Formula AHoca~ion 
Experiment. 

6. Subsection 6(b) is amended by (1) substituting QDen -for W t i o n  3 and (2) substimtlng . . 
- f o r m .  

w' e ~ t h  & services nrovidea 

. . 
7. Subsection 7(d) is mended by ( 1) substituting Condltlon for or 4md (2) 

reserving the authority to apply other sylctions on a ca se -byae  basis. 

force- or Non-Non-schedulrne UtillW o 
. . . . wns. or acouires the ournut 

. . 
a hvdrt- co v e r e d  the re s- of section 7(aL BPA will n u e  that uc~litv'g . . . . . Condltlon. I all- hv err[ of o w r h e )  Or the amount of 

V d  hv contnct. BPA reserves the q& on a c m e - h ~ - ~ e  basis to imnose alflitionid restriction 
w w  nroiem 





STATE O F  CALIFORNIA-THE RESOURCES AGENCY PETE WILSON, Goemor 

8 CALIFORNIA ENERGY COMMISSION I REPLY DIRECT: ALP (Comment) 
CHARLES R. IMBRECHT c: RWH; JSR; EWS; P; PC; AL; AR 
Chairman 
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The-Honorable Randy Hardy - - 
Administrator 
Bonneville Power Administration 
c/o Public Involvement Manager 
P.O. Box 12999-ALP 
Portland, Oregon 97212 

a 1 
RESPONSE COPY TO AL-15 

RE: Comments of the California Energy Commission on BPA1s Proposal 
to Amend BPAms Long Term Intertie Access Policy 

Dear w y : F w y  
I am pleased to providb comments on behalf of the California Energy 
Commission (I1CECw) in support of your recent proposed amendments to 
BPA8s Long Term Intertie Access Policy ("LTIAPV1). The CEC believes 
this new LTIAP is a significant improvement over the current 
policy, and we urge BPA to adopt these amendments immediately. 

Since the inception of this policy and throughout its development, 
the CEC has opposed provisions in the LTIAP that unduly restrict 
competition among Northwest hourly energy sellers through the 
allocation of fixed Intertie shares. In particular, we have 
opposed the practice of accepting declarations from Northwest 
energy producers and providing fixed Intertie allocations at times 
when.there is no reasonable threat of spill in the Northwest. In 
response to our advocacy, BPA adopted the l#F~rmula Allocation 
Experimentu whose purpose was to inject a measure of increased 
competition among - non-federal sellers during certain non-spill 
conditions. While the experiment itself apparently proved 
difficult for system operators in both the Northwest and California 
and is therefore being discontinued, we are pleased that the 
experiment appears to have assisted BPA in recognizing that some of 
the restrictions in the LTIAP that we opposed most vehemently are 
unnecessary. We therefore applaud BPA8s current proposal to 
simplify the LTIAP by creating only two conditions: (1) periods of 
spill or likelihood of spill (called I8condition 1") and (2) all 
other times. Under the new LTIAP, BPA would still provide pro rata 
shares of its Intertie capacity during Condition 1, but would 
declare "Open Market1# at all other times, accepting schedules for 
Intertie use on a first-come, first-served basis. 

The CEC also notes that BPA8s request for comments shows that BPA 
is taking this action in large part because of the impact of large 

1516 Ninth Street, Sacramento, California 95814-551 2 
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increases in the size of available Intertie capacity that have 
occurred since the LTIAP was adopted. The CEC agrees with BPA1s 
observation that these new Intertie projects, which the CEC has 
supported for many years, will greatly reduce the incidence of 
periods in which Intertie scarcity will affect the price Northwest 
sellers receive for surplus power. We recall that BPA indicated in 
1988, as it considered adoption of the LTIAP, that it would revisit 
some of the restrictions in the policy when and if a third AC 
Intertie was completed. Now that the California-Oregon 
Transmission Project is close to being a reality (in part due to 
the support of both BPA and the CEC) , it is appropriate that BPA is 
fulfillinq this commitment to review the LTIAP and is making 
available greater Intertie access when there is not a likelihood of 
spill. 

As you are aware, the CEC has long maintained the importance of 
improving electricity trade between Canada, the pacific Northwest, 
and California, and we have taken these positions in our policy 
reports and before the California Public utilities commission. 
Often we have heard parties question our judgment in this regard, 
pointing to the LTIAP as evidence that California would receive 
little of the benefit of that trade. It is therefore gratifying 
that BPA has taken this step on its own initiative, in effect 
supporting and reaff'irming the validity of our view that in the 
long term, imports of surplus power from the Pacific Northwest and 
Canada will continue to be an important part of California's energy 
mix. 

Plainly, BPA1s proposed amendments do not address all of the 
concerns the CEC has raised concerning the LTIAP. We still believe 
that the policy should impose less restrictions on assured delivery 
and should make more assured delivery available (subject to 
mitigation during spill). We also recall that BPA operators have 
unrestricted discretion to declare a "likelihood of spill1' and we 
believe that the amendments BPA has proposed for the policy could 
be rendered meaningless if BPA operators use that discretion to 
declare "likelihood of spilll1 (i .e. Condition 1 allocations) at 
times when that likelihood is actually remote. The LTIAP could be 
improved further through the adoption of more objective criteria 
for the declaration of "likelihood of spill." Nevertheless, even 
without these.additiona1 changes, we view the proposed amendments 
as a clear step in the right direction, and we support BPA1s effort 
to simplify and improve the policy for the benefit of Intertie 
users at both ends of the line. 

In sum, the CEC supports the proposed amendments and finds them 
particularly appropriate in of evolving federal law and 
policy that is striving to increase access to transmission 
throughout the nation by all generators and utilities. We believe 
it is appropriate that BPA bring its LTIAP into line with the rules 
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that will apply to all transmission owning utilities to the maximum 
extent consistent with BPA1s other federal mandates. The proposed 
changes are an excellent beginning to the process of .achieving that 
goal. 

Chairman 






















