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Messages from SNR Workshop

On July 26, 2012, the Department of Energy (DOE) and Western Area Power
Administration (Western) hosted the Joint Workshop “Defining the Future” in
Rancho Cordova, California for the Sierra Nevada Region (SNR). There were a large
number of Western’s Preference Customers in attendance, with a relatively small
number of other stakeholders participating.

The Preference Customers were very vocal and gave impassioned commentary
about the memos from Secretary Chu and the pre-read material for the workshop.
During the workshop, we heard objections to the process - that it was not very open
or transparent. We heard objections to the tone of the memo - that it was too
presumptuous and offensive, relegating Preference Customers to “stakeholder”
status. We heard objections to what was perceived as top-down control by DOE and
a disregard for local control. We heard objections that the DOE is misinformed
about the condition of Western'’s grid, and in particular the SNR system. These are
valid concerns raised by the Preference Customers that DOE and Western should
address.

However, we did not hear any major objections to the substance of the memo, nor
did we hear disagreement over the value of the measures outlined by the Secretary.
In fact, we heard that Western and its customers are already doing many of the
things outlined in the Secretary’s memo. From the descriptions of the upgrades and
programs being undertaken by Western/SNR and the individual Preference
Customers, it’s evident that they value the measures outlined by the Secretary.

Western’s Obligation Extends Beyond Preference Customers

Western has an obligation to continue marketing and delivering reliable, renewable,
cost-based Federal hydropower to its Preference Customers - that message was
clear and is undisputed. But Western also has an obligation to the citizens that
funded the projects that provide Western’s customers with low-cost hydropower.
As part of an interconnected and highly interdependent grid, it also has an
obligation to all users of the western electric grid and to the citizens in the Western
Interconnection, as does every transmission operator. Finally, as an agency of the
Federal government, it has an obligation to support the efforts and programs



established by the Administration, Congress, and other agencies of the Federal
government that support national energy, economic and environmental goals.

Preference Customers are obligated to serve the interests of their citizen-owners,
and that is as it should be. But Western plays a larger role as a major transmission
service provider in the West. While Western is involved in many transmission
planning and coordination activities, it needs to look at the broader regional and
long-term implications.

Consequences of Business-As-Usual

As the Secretary outlined in his memos, the nation faces significant new challenges
that the existing electric grid was not designed to handle efficiently or effectively.
The central question in this discussion is this: What are the consequences of not
doing the things outlined by the Secretary?

While Western has undertaken some of the modernization measures outlined in the
memo, they may not take into account the broader regional implications, and they
may not support the many efforts underway or being planned for the broader
Western Interconnection.

For example, how do the modifications undertaken or underway by SNR support the
Department of Interior’s (DOI) Solar Programmatic Environmental Impact Study
(SPEIS)? Will they allow Preference Customers in the SNR to fully benefit from a
west-wide Energy Imbalance Market (EIM)? Do they support more aggressive
Renewable Portfolio Standard (RPS) Governor Brown has suggested for California,
or the expansion of renewable energy being studied by Western Electricity
Coordinating Council for the 2013 Regional Transmission Expansion Planning
process? How well do Western’s planning efforts mesh with the DOE-funded
Regional Transmission Expansion Planning (RTEP) process and FERC’s Order 1000
regional and interregional planning requirements?

Finally, there is the issue of cost. What will be the impacts on rates if Western does
not fully participate in a west-wide EIM? If climate change continues unabated, will
low-cost hydropower continue to be available to Western’s customers? If there’s
enough water, what will be the price? What’s clear is that there will be more
renewable energy in the generation mix throughout the West - without adequate
preparation, will Western be able to cost-effectively integrate larger amounts of
renewable energy?

Challenges Bring Opportunities

Preference Customers are rightfully concerned about the near term costs and rate
impacts. We fully support the concept of beneficiary pays and encourage Western
and its customers to find ways to minimize rate impacts while maximizing benefits
to its Preference Customers. We strongly believe implementing these measures will



greatly improve reliability, reduce costs and bring about economic benefits to the
entire West.

For example, the transition to a clean energy economy will continue to yield
dividends to both rural and urban America. Despite the worst recession since the
Great Depression, renewable energy has emerged as a strong economic force,
growing and creating jobs for Americans. The solar energy industry alone is
projected to employ upwards of 100,000 jobs by 2016 in the 15 states Western
serves. Already there are more than 2,500 solar companies in these states, with
more being added each year. The approximately 1,800 MW of installed solar
capacity in these states in 2010 is valued at over $3 billion. There are an additional
26,800 MW of large-scale solar projects under construction or in development in
these states, representing over $10 billion in additional investment. But to realize
these benefits, Western must undertake modernization of its grid and operating
procedures and do a better job of integrating and coordination with the broader
interconnection.

Western Leadership is Needed

We applaud DOE and Western'’s leadership on this issue. We acknowledge the
concerns of the Preference Customers about the process, tone of the memo and local
control issues, but encourage DOE, Western and the Preference Customers to work
together to find solutions to these issues.

We support the recommendations outlined by the Secretary to help guide Western’s
planning to meet its obligation to its preference customers as well as the taxpayers
who funded the system. In particular, we identify the following measures for
Western to undertake:

- Maximize efficient operation of Western’s grid via consolidation of it’s
Balancing Areas

- Eliminate rate pancaking across Western’s grid

- Implement advanced technologies such as synchrophasors

- Improve coordination with neighboring Balancing Authorities (BA), as
recommended in the FERC/NERC September 8, 2011 Blackout report

- Participate in the development and implementation of a west-wide Energy
Imbalance Market (EIM)

- Participate more actively in the Regional Transmission Expansion Planning
process and Scenario Planning Steering Group effort

- Continue to participate in the development of regional and interregional
planning efforts in compliance with FERC Order 1000, identifying
opportunities for Western to support regional and interregional goals

- Use Section 1222 funding to support regional & national goals, such as
building transmission to Solar Energy Zones that have been identified by the
Bureau of Land Management (BLM)



- Actively support efforts of other federal agencies, such as Department of
Interior’s Solar Programmatic Environmental Impact Studies (SPEIS) and
Restoration Design Energy Project (RDEP), the Department of Energy’s
SunShot Vision Study, implementation of FERC’s Variable Energy Resources
Integration Order, and support for the Rapid Response Transmission Team
efforts. For example, BLM lacks the transmission expertise to evaluate
transmission capacity to serve the proposed SEZs. Western should lend its
expertise to BLM in screening SEZs for access to existing or planned
transmission capacity.

Nothing of what’s being said here takes away from Western’s primary obligation to
deliver cost-based, economical hydropower from federal projects to preference
customers. To the contrary, we believe these changes are absolutely necessary to
ensure Western’s ability to continue to meet this obligation into the future and do
its part to ensure continued reliable and cost effective operation and enhancement
of the entire western grid.

Thank you for the opportunity to comment.
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