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The Northwest Independent Power Producers Coalition (NIPPC) applauds
Bonneville Power Administration — Transmission Business Line’s (BPA's) efforts
to more effectively use the transmission system in the Northwest. The agency’s
effort to build a regional consensus in defining Transmission Adequacy is both
productive and timely. NIPPC welcomes this opportunity to submit comments on
BPA's initiative to define Transmission Adequacy Standards for the region.

NIPPC has reviewed the September 2004 paper entitled: “Planning for the
Future” and offer comments in the following areas:

In FERC’s Order 2000, a Regional Transmission Organization (RTO) is tasked
with assuring an orderly method for the planning and expansion of regional
transmission infrastructure. The continued delay of Grid West is problematic,
making BPA'’s efforts in this regard all the more critical. NIPPC hopes that BPA
will continue to actively support the development of Grid West and that it will
ensure that any progress made in infrastructure planning is ultimately compatible
with the integrated transmission system that the region establishes.

Any regional dialogue of transmission adequacy standards must include a
determination of “who benefits” since until the mechanisms for cost recovery is
established, transmission providers are unable to move forward with construction
projects. NIPPC often fails to see a bright line between reliability projects (must
haves) and congestion clearing projects (wants) in this region. More often than
not, the line is blurred and all parties who benefit from the construction, whether it
is from increased reliability for existing schedules, or the ability to integrate new
generation, need to have a fair and transparent discussion about cost sharing. It
is inappropriate for new generation to carry 100% of the burden of paying for new
lines when multiple parties benefit.

Reliability must rank as the preeminent value in determining transmission
adequacy and as such is too important to be left to a single organization to plan
and implement. Transparency is vital and only an entity truly independent from
market interests, and capable of balancing valid interests, can assure good



planning and adequate investment. Meanwhile, reliability standards should be
constant although alternative methods to achieve that standard should be
considered and include informing the economics associated with various
solutions. And finally, reliability considerations must be able to trump (if need
be) otherwise sensible initiatives such as non-wires options.

A regionally accepted measure of congestion is critically important. At this
time, there are conflicting publications in circulation, e.g., this paper and
the Henwood Grid West “study.” These two papers offer diametrically
opposed conclusions regarding congestion on the regional transmission
system. This is problematic for planning, bad for the industry and
frustrates financing decisions (whether involving the US Congress, private
and/or public financing vehicles).

Congestion relief through redispatch and counter-scheduling makes sense
when relieving non-chronic congestion or as a near-term solution. The
region needs to establish a metric for what it considers to be chronic
congestion and, in having done so, recognize the economic costs
associated with it.

BPA has been and should continue to develop innovative approaches to
transmission utilization. NIPPC supports the efforts of the Non-Wires Round
Table and the development of new business practices such as the seasonal firm
transmission product. Much more can be done in this area. Efficient utilization
requires the correct accounting between contributors and users of products
related to the support of transmission schedules. For example, we need to
institute a payment for generation and load shedding schemes, and institute a
targeted charging mechanism for generation re-dispatch and other congestion
clearing measures. BPA should look for a way to consider multiple suppliers on
a competitive basis in its procurements for ancillary services. Better computer
tools are required to assess the state of the transmission system in real time,
allowing for the increased sale of transmission are vital.

NIPPC supports setting a deadline of May 2005 for developing draft
transmission adequacy standards. We commit to participating as fully as
possible in the process as equal participants with other stakeholders and
BPA.



