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July 22, 2016

COMMENTS OF THE WESTERN POWER TRADING FORUM ON THE PACIFICORP-ISO “DISCUSSION PAPER” 
************************************************************************

The Western Power Trading Forum (“WPTF”) appreciates the opportunity to comment on the June 24, 2016 “Discussion Paper” released by PacifiCorp and the California Independent System Operator (“CAISO” or “ISO”).  The Discussion Paper outlines how various contracts might be treated in the event that PacifiCorp joins a regional version of the ISO.  While the majority of the Discussion Paper and the associated stakeholder meeting focused on the treatment of contracts that existed prior to the Open Access Transmission Tariff (“OATT”), WPTF is primarily interested in ensuring that the transition of existing OATT rights, particularly long-term firm OATT rights, is equitable for all of PacifiCorp’s various types of Transmission Customers. 
Therefore, in the following comments, WPTF requests examples of how OATT rights have been transitioned in other similar situations.  WPTF seeks additional examples illustrating the treatment of Transmission Customers that use long-term firm OATT rights to export or wheel-through the PacifiCorp system.  WPTF requests that PacifiCorp and the ISO consider providing these entities with an allocation of Congestion Revenue Rights (“CRRs”). Finally WPTF seeks additional details on the application of the ISO’s Transmission Access Charge (TAC”) export fee.  WPTF looks forward to working with PacifiCorp and the ISO on these issues as the process moves forward.

WPTF Seeks Examples of OATT Transitions in Other Markets

Section 5.1 of the Discussion Paper proposes that, on the date that PacifiCorp joins the ISO, all existing OATT rights will “transition immediately to ISO tariff service and will not be entitled to Existing Contract treatment under the ISO tariff.”  WPTF has previously requested, and continues to request, examples or precedent for how long-term firm OATT rights have been treated in other instances where a new transmission owner integrated into an existing ISO or Regional Transmission Organization (“RTO”).  
It is worth noting that, under what PacifiCorp and the ISO have proposed, transitioning of OATT rights to the ISO tariff, OATT rights would be effectively eliminated.  Under the ISO tariff, transmission service is included in market awards and self-schedules.  WPTF questions whether this practice will be just and reasonable for all existing PacifiCorp Transmission Customers. Therefore, WPTF hopes the ISO and PacifiCorp will provide historical examples of the treatment of OATT rights upon a utility joining an existing ISO/RTO in order to aid in understanding whether this treatment is appropriate.  
WPTF Seeks Additional Examples to Illustrate the Risk Imposed on Certain Transmission Customers as a Result of Transitioning to the ISO Tariff
Under the Discussion Paper’s proposal to transition OATT rights immediately to the ISO tariff, load serving entities (“LSEs”) that own long-term firm OATT rights would be mostly insulated from the risk of congestion costs by virtue of being allocated CRRs under the ISO tariff.  However, the ISO tariff does not allocate CRRs to other types of Transmission Customers.  Those customers would be subject to considerable risk due to their exposure to congestion costs in an ISO market.  WPTF is concerned that, unless modified, what the ISO and PacifiCorp have proposed with respect to the termination of existing long-term firm OATT rights, may result in unjust and unreasonable treatment for certain Transmission Customers that do not receive CRRs in exchange for their existing long term firm transmission rights.  In particular, entities using the long-term OATT rights on the PacifiCorp system today to wheel-through PacifiCorp to deliver power to an off-taker outside the PacifiCorp boundaries, or to deliver generation located inside PacifiCorp’s BAA to an off-taker outside of the BAA may be unduly harmed by the proposed elimination of OATT rights, unless those customers, like LSEs, are provided an allocation of CRRs.  
To help illustrate the potential harm to existing Transmission Customers, WPTF is requesting that the ISO and PacifiCorp provide one or more specific examples of how customers with long-term OATT rights would be treated under a regional ISO where PacifiCorp’s OATT rights are immediately transitioned to the ISO tariff.
WPTF’s concern may be best illustrated through a theoretical example, which the ISO and PacifiCorp could add additional specificity to in future iterations of the Discussion Paper.  
To illustrate one potential example, assume there is an existing Transmission Customer
 with long-term firm OATT transmission rights from an interconnection point in Wyoming (perhaps Foot Creek) to Mona. In this theoretical example, assume that the Transmission Customer uses long-term firm transmission rights on the PacifiCorp system to deliver the generation output from Wyoming to Mona in order to satisfy a long-term Power Purchase Agreement (PPA) with an off-taker.
  Today, the generator purchases long-term firm OATT transmission rights to ensure its generation can be delivered to Mona, where the off-taker takes possession of the output.  
However, under a situation where PacifiCorp participates in a regional ISO, and OATT rights are immediately transitioned to the ISO tariff with no form of exchange for CRRs, the Transmission Customer will have to make alternate arrangements to satisfy the terms of the PPA.  Presumably, the generator would either bid or self-schedule its generation into the ISO market and would be paid the LMP at the generator node.  In order to satisfy the terms of the PPA, the generator would need to purchase an equal amount of energy at Mona, and would pay the LMP at Mona.  If congestion exists between the resource location in Wyoming and the delivery location at Mona, this could result in substantial risk and significant costs for the Transmission Customer.  These risks would similarly apply to entities that currently utilize long-term transmission rights on PacifiCorp’s system to deliver power from an external resource to PacifiCorp, to the ISO, or to another entity (e.g. a wheel-through transaction).  

In order to address these risks and ensure various types of Transmission Customers are not unduly harmed, WPTF believes it may be necessary for PacifiCorp and the ISO to provide those entities that currently own long-term firm transmission rights with an exchange of those OATT rights for CRRs.  WPTF hopes to explore various concepts with PacifiCorp and the ISO and also looks forward to any additional examples that can be provided to further illustrate the risks WPTF has attempted to highlight using the theoretical example above.
WPTF Requests Examples Illustrating Application of the ISO’s Wheeling Access Charge (WAC)
WPTF also points out that in addition to the costs and risks that are discussed above, in some instances the Transmission Customers may also be required to pay the WAC, a cost which is unlikely to be included in any long-term PPA structures that Transmission Customers may have.  WPTF requests that the ISO and PacifiCorp provide examples that illustrate the potential costs that would be applicable to Transmission Customers that “wheel-through” PacifiCorp and have historically done so using long-term firm OATT rights.  WPTF is requesting this information because it may help to further emphasize that, in addition to the risks associated with congestion costs, which were discussed in the previous section, Transmission Customers that use long-term firm transmission rights today to export out of or wheel through the PacifiCorp system, would also be subject to the ISO’s WAC.    
Conclusion

WPTF recognizes that there will be additional opportunities to discuss the treatment of existing contracts in a regional ISO.  WPTF appreciates both PacifiCorp and the ISO’s willingness to address these topics early in the process.  As the conversation continues, WPTF hopes that PacifiCorp and the ISO will provide the requested examples and will carefully consider the potential impact on all types of Transmission Customer, if all OATT rights were eliminated without providing an exchange for CRR allocation.  WPTF believes that it will be necessary to provide the owners of long-term firm transmission rights with an option to exchange those rights for CRRs and hopes to continue discussing how to implement this option as PacifiCorp and the ISO continue to develop proposals for transitioning contracts into a regional market.
� Assume the Transmission Customer in this example is also the Interconnection Customer and owns and operates the generation resource located inside the PacifiCorp-East (PACE) BAA.


� WPTF recognizes some concerns may be addressed if the off-taker were an out of an LSE outside of the BAA, but has left this theoretical example more vague such that the ISO/PacifiCorp might provide various examples of how this concern would be addressed depending on the type of off-taker. 






1
PAGE  
411 E. Huntington Dr. STE 107-222 Arcadia, CA 91006 T:925-299-9271 F:925-299-0152

1

