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From: "Nichols, Tim" <nicholst@ci.redding.ca.us>

To: <faust@wapa.gov>

CC: "Hughes, Bill" <bhughes@ci.redding.ca.us>, "Cummings, Paul" <cummings@ci...
Date: 2/22/2010 2:20 PM

Subject: Redding Rate Comments

Charles

Thanks you for the timely responses to Redding's questions.

Redding has the following thoughts on the Order 890 Energy Imbalance
Service.

On December 22, 2004, Western and Redding entered into Contract
04-SNR-00847 "Contract" that provides for the interconnected operation

of the two electric systems. Section 10.6 of the Contract provides for

the establishment and operation of a deviation band. Further, the

purchase of such a deviation band fulfills the regulation requirements

of Redding (Section 10.6.2). Deviations within the band are netted,

while deviations outside the band to the plus are lost to Western's

system and deviations outside the band to the minus are deemed purchased
from Western in accordance with the imbalance energy rate schedule.

Western's current Energy Imbalance Service Rate (CV-EID3) was designed
to work in concert with the established Contract deviation band.

Redding believes that the FERC Order 890 Energy Imbalance Service does
NOT work with the established Contract deviation band.

After listening to Western's presentations regarding the draft Order 890
Energy Imbalance Service, Redding offers the following statements.

1. Western's current Energy Imbalance Service Rate (CV-EID3) has
been working well with Western's Regulation and Frequency Response

Service (CV-RFS3) to provide the proper rate incentives to Western

customers consistent with the existing contracts for interconnected

operations. Our review of the Order 890 Energy Imbalance Service

appears to be inconsistent with the existing contracts.

2. Western's current rates are consistent with the goals of FERC
Order 890 as follows:

a. The current charges for imbalance energy are based on
the higher of Western's actual cost or 150% of the market price. Either
rate insures the coverage of Western's costs and tracks the current
energy market

b. The 150% market rate has been sulfficient to encourage
Redding to follow good scheduling practices
C. Intermittent resources should be offered the same

bandwidth and imbalance energy rates as all other grid users so that the

reliability of the grid is not jeopardized
d. Today, Emergency/Reserve activations are not penalized

under the exiting rates and that practice should continue in order to

promote grid reliability

Thank you for the opportunity to provide comments to Western on this
vital rate issue.
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