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For the U.S. to meet the goal of 
obtaining 20% of its electrical 
energy from wind generation 

by the year 2030, significant wind 
energy development must occur in 
areas identified as having the greatest 
renewable generation potential, such 
as the Pacific Northwest and the Up-
per Great Plains states of North Da-
kota, South Dakota, Wyoming and 
Montana.
	 However, myriad technical and 
financial issues (such as cost recov-
ery), the need to construct trans-
mission facilities linking remote 
areas and the lack of availability of 
ancillary services (such as regulation 
service and operating reserves from 
dispatchable generating resources) 
have hindered project development 
in these regions. 
	 Further complicating this situa-
tion, these specific wind-rich regions 
largely fall within the reliability 
balancing areas operated by the 
Bonneville Power Administration 
(BPA) and the Western Area Power 
Administration (WAPA).
	 Due to federal statutes that limit 
their mandates – and the budgetary 
restrictions of federal law and the 
Congressional appropriations process 
– BPA and WAPA, as well as other 
federal power marketing administra-
tions, face certain challenges to the 
development of new transmission and 

integration of wind resources. These 
challenges do not apply to other pro-
viders of transmission services and 
balancing authority ancillary services.
	 For example, as a general rule, 
power marketing administrations 
(PMAs) have limited ability to pro-
vide supplemental resources for wind 
integration from their existing base 
of federal hydroelectric resources. In 
addition, they do not own other dis-
patchable resources, and they must 
equitably allocate costs of the federal 
transmission system between federal 
and nonfederal users (effectively in-
sulating the customers of federal hy-
droelectric power from the costs of 
transmission expansion and reserve/
regulation acquisition needed to inte-
grate wind).
	 To be clear, many of these limita-
tions exist not by specific intent to 
foreclose the PMAs from conducting 
other activities, but simply because 
the PMAs were created to fulfill a 
specific purpose and, at the time of 
their creation, it was impossible to 
anticipate the current U.S. energy sit-
uation or the PMAs’ future role in it.
	 Thus, given the potential for wind 
energy in these regions (including 
their prospective designation as re-
newable energy zones under pro-
posed U.S. energy legislation), BPA 
and WAPA, along with Congressional 
renewable energy allies, are exploring 

ways to address these limitations and 
create a larger role for PMAs in the 
development process.
 
Federal proposal
	 In recognition that new transmis-
sion construction is required for the 
country to meet the goals set for both 
state and federal levels for renewable 
generation development, U.S. Senate 
Majority Leader Harry Reid, D-Nev., 
has introduced S.2076. This legisla-
tion would direct PMAs, under cer-
tain circumstances, to construct the 
transmission needed to support gen-
eration development in renewable 
energy zones if no other transmission 
developer steps forward.  
	 With respect to the PMAs’ role, 
Reid’s bill would require the U.S. De-
partment of Energy (DOE) to desig-
nate renewable energy zones – areas 
of great renewable energy potential – 
that do not have sufficient existing 
transmission facilities to support de-
velopment of that potential.
	 Federal transmitting utilities own-
ing or operating one or more electric 
transmission facilities (e.g., PMAs) 
would be required to identify specific 
additional high-voltage or other re-
newable electricity connection facili-
ties necessary to substantially increase 
the generation of electricity from re-
newable energy in the designated  
renewable energy zones.
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	 The PMAs would be directed to 
construct such facilities if no other 
(i.e., nonfederal) entity stepped for-
ward to construct the facilities. 
	 To ensure the construction and 
operation of high-voltage or other re-
newable electricity connection facili-
t ies, the proposed bil l  would 
authorize the federal transmitting 
utility to issue bonds not to exceed 
$10 billion at any one time.
	 The federal transmitting utilities 
would be permitted to recover their 
costs for such financed facilities over 
a period of 50 years, solely from the 
entities – presumably the renewable 
energy generating facility owners or 
offtake customers – that use those 
transmission facilities. 
	 Can PMAs fully implement new 
federal renewable energy zone initia-
tives? The above-mentioned policy 
initiatives are certainly admirable. It 
is not entirely clear, however, wheth-
er PMAs could implement them 
without additional funding and stat-
utory authority to undertake the re-
gional planning of the transmission 
facilities and the acquisition or other 
coordination of supporting reserves 
and regulation services required to 
properly integrate wind into the grid. 
	 This limitation has emerged, at 
least in part, because the legislation 
creating the PMAs did not contem-
plate the advances in energy sources 
now available. 
	 An overview of the different statu-
tory and regulatory structures of BPA 
and WAPA, and their recent efforts in 
support of wind integration, provides 
a useful starting point for assessing 
the future prospects of PMA imple-
mentation of new policy directives.

BPA’s growing role
	 BPA may be in a better position 
than WAPA to implement this initia-
tive in the absence of private transmis-
sion development. Since its founding 
in 1937 to market hydropower from 
federal dams on the Columbia River, 
BPA’s role has expanded through fed-
eral statutory authorization to develop 
and operate the backbone transmis-
sion system through the portion of the 
Pacific Northwest bounded by the 
Columbia River drainage. 

	 This system is used primarily to 
market federal hydropower and sec-
ondarily to interconnect area genera-
tion resources with neighboring 
transmission systems. 
	 BPA’s operation of one of the pre-
dominant electric control areas (now 
called a balancing area) in the Pacific 
Northwest is particularly important 
to renewable generation, due to the 
substantial wind development in 
Washington state. 
	 BPA has adopted the Federal Ener-
gy Regulatory Commission’s (FERC) 
pro forma Open Access Transmission 
Tariff (OATT) under Order No. 888 
and is in the process of conforming it 
to Order No. 890. FERC approved 
BPA’s OATT under the safe harbor 
procedure applicable to federal and 
public power utilities not directly sub-
ject to Order No. 888’s authority. 
	 BPA also has adopted the FERC’s 
generator interconnection process 
under Order No. 2003, as well as the 
specific interconnection standards for 
wind facilities under Order Nos. 661 
and 661-A. In recognition of the in-
creased demand for interconnection 
to its grid by new wind developers, 
BPA recently obtained FERC approval 
for modification of the study provi-
sions in the Large Generator Inter-
connection Procedures to permit 
cluster studies that should accelerate 
the process.
	 BPA commenced a process in 2007 
to identify the resources and conse-
quent costs required to permit the 
output of wind projects to be inte-
grated into its transmission grid and 
to be delivered either to load within 
BPA’s balancing area or to neighbor-
ing balancing areas as firm power. As 
the outcome of this process, in June, 
BPA issued its Final Record of Deci-
sion (ROD) in the 2009 Wind Inte-
gration Rate Case Final Proposal.
	 The ROD implements a settle-
ment agreement among many, but 
not all, of the major stakeholders on 
the issue.
	 Specifically, the agreement tasks 
BPA with chartering a cross-agency 
Wind Integration Team to “develop 
processes and procedures for manag-
ing the BPA Balancing Authority’s re-
quirements for generation inputs for 

reserves, identify new sources of such 
generation inputs, reduce the demand 
on the existing capacity of the Federal 
Columbia River Power System to pro-
vide such generation inputs, and ac-
quire cost-effective capacity resources 
to meet BPA’s firm power obligations 
and its need for generation inputs to 
provide reserves.”
	 The team also will address areas 
such as wind forecasting and reserves 
allocation, third-party supply of gen-
eration inputs to the BPA Balancing 
Authority for BPA’s reserve needs, dy-
namic scheduling and Area Control 
Error diversity. BPA also will assess 
the capacity of the federal system to 
meet all of its present and future ca-
pacity obligations. 
	 Perhaps as importantly, the ROD 
establishes a wind integration-within-
hour balancing service charge of 
$0.68 per kWh per month of name-
plate capacity for each wind turbine 
as an ancillary service and control ar-
ea service rate under its OATT. BPA 
will develop a more refined method-
ology to develop the successor charge 
as part of its 2010-2011 regional 
transmission rate case. 
	 The ROD specifically noted, how-
ever, that the wind integration costs 
were to be charged exclusively to 
nonfederal loads in order to preserve 
the statutory insulation/separation 
for federal power purchasers from the 
costs of such activities.
	 BPA uses both the available por-
tion of its hydroelectric resources not 
dedicated to or paid by its federal 
power customers, as well as regula-
tion and reserve resources obtained 
from third parties to provide wind 
integration resources. 
	 As its investigation proceeds into 
the wind integration issues identified 
in the settlement agreement, all par-
ties must recognize the statutory lim-
itation on BPA to ensure that neither 
it nor its federal hydropower custom-
ers bear any of the costs of wind inte-
gration – whether ancillary services 
or new transmission facilities.

WAPA
	 WAPA’s Upper Great Plains Region 
(UGPR) operates the balancing area in 
the Dakotas and Montana with per-
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haps the greatest wind resources. Un-
like BPA, which was established as a 
stand-alone entity, WAPA was created 
as a federal agency within the DOE to 
administer the marketing of hydro-
power from federal dams on several 
large river systems throughout the 
western U.S. under different federal 
statutory regimes.
	 WAPA’s UGPR markets federal 
hydropower from dams on the Mis-
souri River over a transmission sys-
tem constructed in the Dakotas and 
Montana, as well as certain neigh-
boring states. WAPA operates a sub-
stantial balancing area in the Eastern 
Interconnection and a much more 
limited balancing area in the Western 
Interconnection. 
	 The lack of an organized energy 
market, as well as the sparse nature 
of transmission facilities in the Da-
kotas, has stymied the development 
of the enormous wind resource that 
has been identified within WAPA’s 
UGPR balancing areas.
	 Furthermore, unlike BPA, WAPA 
has no statutory responsibility to 
coordinate planning for the region 
through its own administrative 
processes. 
	 Additionally, unlike the Western 
Interconnection – where the only in-
dependent system operator or re-
gional transmission organization 
(RTO) exists in California – the area 
of the Eastern Interconnection ex-
tending from the far eastern edge of 
WAPA’s balancing area to the Atlantic 
Ocean is dominated by RTOs with 
organized electric energy/ancillary 
services markets. 
	 WAPA is hemmed in by the Mid-
west Independent System Operator 
Inc. (MISO), an RTO, to the east and 
the Southwest Power Pool RTO to 
the south. 
	 WAPA did adopt a version of the 
Order 888 OATT, with some modifi-
cations to accommodate the different 
transmission circumstances of each 
of its marketing areas, such as UGPR. 
WAPA obtained FERC acceptance of 
its OATT under the same safe harbor 
procedure used by BPA. 

	 WAPA also adopted the intercon-
nection provisions of FERC Order 
No. 2003 and the specific wind provi-
sions of Order Nos. 661 and 661-A. 
WAPA has not, however, undertaken 
the procedures necessary to incorpo-
rate the changes to the pro forma 
OATT required by FERC Order No. 
890, including the establishment of 
procedures for regional transmission 
planning. 
	 Further, Section 3 of  WAPA’s 
OATT contains a significant limita-
tion on its ability to provide the 
type of reserves or other ancillary 
services required for successful 
wind integration. 
	 It, too, must assess wind facilities 
with all charges incurred by WAPA 
to obtain ancillary services, primari-
ly regulation and reserve services to 
integrate wind facilities. WAPA’s fed-
eral hydropower customers may not 
absorb any of that cost.

Settlement terms
	 WAPA has proven its intent to 
enforce this limitation in a case filed 
with FERC. In that case, the devel-
oper of a wind farm that straddled 
the North Dakota-South Dakota 
border issued a complaint because 
neither MISO, nor Montana-Dakota 
Utilities (MDU) nor WAPA would 
provide the balancing authority ser-
vices required to complete its inter-
connection agreement with MISO 
and MDU.
	 The wind farm was to be intercon-
nected with a MDU transmission line 
in WAPA’s balancing area, but the out-
put was to be dedicated to the MISO 
energy market outside the WAPA bal-
ancing area. 
	 In its March 23, 2007, answer, 
WAPA admitted that even though the 
interconnection was within its bal-
ancing area, it refused to provide the 
required ancillary services, because 
the cost would not benefit any entity 
in its balancing area.
	 The case was ultimately settled by 
approval of an agreement under 
which WAPA would meter the out-
put of the project to the balancing 

area of Northern States Power Co. 
(NSP), and NSP – later to be suc-
ceeded by MISO – would provide 
the necessary ancillary services for 
wind integration.
	 Equally as important for integra-
tion of new wind facilities is the fact 
that WAPA has not constructed sig-
nificant new transmission facilities in 
the Dakotas for at least two decades. 
It does not have the staff to support 
the interconnection studies and other 
integration activities required on a 
timely basis.
	 Moreover, without a region to 
share ancillary service costs, WA-
PA’s current policy requiring direct 
assignment of all procured ancil-
lary services to each individual 
project – as well as the assumption 
that the construction costs of a new 
transmission line will not be shared 
with its other federal power cus-
tomers – may create a substantial 
financial hurdle to wind develop-
ment and limit the appeal of the 
additional authority in Sen. Reid’s 
proposed bill.
	 We highlight these regulatory re-
alities neither to criticize BPA and 
WAPA nor to cast doubt on the con-
cept that PMAs can play a significant 
role in the development of new re-
newable infrastructure. 
	 On the contrary, we are optimistic 
that policy-makers and renewable en-
ergy developers can work together to 
address the PMAs’ limitations and es-
tablish an effective future framework 
that makes the promise of abundant
U.S. wind energy a reality.  w
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