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Bonneville Power Administration

Regional Transmission Organization

Proposal Basics

RTO West Filing Utilities

· One federal Power Marketing Agency (BPA), one Canadian Power Authority, eight Investor-Owned

· Avista Corp

· Bonneville Power

· British Columbia Hydro Authority

· Idaho Power Company

· Montana Power

· PacifiCorp

· Portland General Electric

· Puget Sound Energy

· Nevada Power, Sierra Pacific Resources

RTO West 

· Private, non-profit corporation

· Likely seek 501(c)(3) status

· Independent System Operator (doesn’t own poles or wires)

· Transmission owners – operation of facilities via transmission operating agreement

· Flexible model allows various types of participants (BPA, BC Hydro, TransConnect)

· ITC (TransConnect) Participants – Avista, Portland General Electric, (Montana Power?), Nevada/Sierra

–Aggregate transmission assets participating in RTO West

Governing Structure – Independent Governing Board

· Independent Board of Trustees

· Nine members, each with three-year term (with three trustee seats up for election each year.)

· Advisory Committee (Stakeholders)

· Membership: $1000.  States, provinces, tribes free.

· Five classes:

· Major Transmission Owners

· Transmission Dependent Utilities

· Non-Utility Entities

· 
Retail Customers

· State and Provincial Energy Authorities/Tribal Utility Regulatory Authorities/Unaligned Entities

· Trustee Selection Committee (Stakeholders elect Board Members)

· Six members from each class

· Trustee candidates identified by search firm according to specified criteria
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Territory

· Washington, Oregon, Idaho, Utah, Nevada

· Most of Montana, Wyoming, & a small portion of California, and Southwestern Canada

Covers

· ~ 90% existing high voltage facilities in proposed region

· ~ 62,000 line miles

· ~ 910,000 square miles

West Coast Vision 
· One Seamless West-Wide Market

· Common Business Practices

· No Trade Barriers; Minimum Transaction Costs

· Three RTOs - a Necessary First Step

· Retain Regional Accountability for Capital Expenditures, Reliability and Planning

· Retain Regional Operating Knowledge 

· Capture Symbiotic Benefits (e.g., act as back-up control center for each other)

· Potential for fewer RTOs in Future

Pricing

· Proposal designed to avoid cost shifts as much as practicable

· Proposal collects the fixed costs of the current transmission costs through Company Rates (see below), a Transmission Reservation Fee, and in limited cases Transfer Charges

· Holders of existing transmission contracts that do not convert to RTO West service will continue to contribute to fixed costs under the terms of their existing contracts

· In general, all users will pay one of these fees

· Thus, all users ultimately contribute to fixed costs of the existing system.

· The Transmission Reservation Fee (or Transfer Charge in some cases) is applied to transactions that do not pay the Company Rate – new users of the system.

· The proposal calls for the TRF to avoid cost shifts between new users of transmission and users with historical rights.  This could raise a comparability question.

· RTO West will collect it costs through a Grid Management Fee to be applied to all schedules

· RTO West will establish rates for Ancillary Services to recover its costs of proving these services as may be necessary

· RTO West will collect Congestion Management costs to recover its costs of redispatch or other costs resulting from accepting schedules that exceed available transfer capacity to increase system throughput, but that can be accommodated at the expense and risk of entities without existing transmission rights

· RTO West will collect the costs, if any, of buying redispatch or other services needed to honor Financial Transmission Options (FTOs) sold by RTO West to create liquidity for those new entrants that do no own existing transmission rights from the buyers of such FTOs.

Company Rates 

· The RTO will implement a single load-based access charge that allows full use of the RTO grid.  Today, users pay multiple utility transmission rates (or pancakes) when power is transferred across two or more owner's systems 

· Load-based access charge (license plate) means users pay utility company rate where load is served – this avoids cost-shifts

· Philosophy:  Eliminate pancaking, avoid costs shifts, leave recovery of historic investment as today.

· PTOs set Company Rates for RTO West start-up through December 14, 2011

· Each utility determines how to calculate its company rate, based on revenue requirement.

· After Dec. 2011, PTOs will establish rates in accordance with applicable law and the RTO West tariff.

· This period intended to give a cushion of time for transmission owners and users of transmission to transition to RTO West service.  Most BPA customers want a 10-year company rate period, a result BPA supports.  Most Filing Utilities do not want a longer period.  FERC may prefer a shorter period.

· Allows load to transmit power from anywhere on RTO grid (no pancakes)

· Single charge to use the grid may include more than one fee (e.g. "company rate" plus RTO fees for uplift, congestion)

RTO West Congestion Management Model

· Moves away from contract path and looks at the power flows that result from balanced schedules of power injections and withdrawals on the RTO West grid.

· RTO West clears congestion by re-dispatching generation or load (DSM) that has voluntarily participated in RTO West’s bid-based re-dispatch market.

· The cost for clearing congestion is allocated to all schedules by using a locational price calculation that applies as a charge to the injections and withdrawals.

· Users with existing transmission rights are exempt from these congestion charges.

· New transmission use may offset the congestion charges by bidding on any unencumbered transmission capacity identified (and auctioned off) by RTO West as Financial Transmission Options (FTO).

· Transmission users need not have existing transmission rights or FTOs to schedule, they simply identify the maximum they are willing to pay for congestion and RTO West will calculate the congestion costs and the remaining schedules willing to pay that price.

Preservation of historical contract rights

· Customers with contract rights will have the option (not the obligation) to participate in the RTO.

· Customers choosing not to deal directly with RTO West will still have their existing contract with the transmission owner (PTO), their right and obligations will still be determined by their contract with the PTO.

· The PTO establishes a contractual relationship with RTO West using a catalogue of its transmission obligations and transmission assets to define the service it requires from RTO West.

· If the assets are sufficient to meet the obligations, RTO West will issue to the PTO Catalogued Transmission Rights (CTR) that the PTO will use when it turns in the customer’s transmission schedule.  These CTRs will exempt these schedules from any RTO West congestion charges.

RTO West Backstop

· RTO West will provide a planning backstop on RTO West Controlled Facilities for the following situations if the responsible parties or beneficiaries do not voluntarily implement sufficient solutions:

· For Transmission Adequacy (Load Service).

· For chronic significant, commercial congestion if RTO West demonstrates a market failure has precluded the cost-effective mitigation of the problem.

· If a PTO fails to maintain the TTC of its paths.

· If a PTO fails to provide sufficient Congestion Management assets to meet its Catalog Obligations.

· For the Transmission Adequacy backstop, RTO West will determine an adequate expansion solution using its least cost planning process.  

· RTO West will cause the solution (either transmission or non-transmission) to be implemented and allocate the costs to the PTO whose facilities where found to be inadequate.

· For chronic significant, commercial congestion, a PTO’s failure to maintain TTC or a PTO’s failure to meet its Catalog Obligations, RTO West will encourage and evaluate both transmission and non-transmission options when exercising its authority.  

· If the responsible parties do not voluntarily step forward to implement a solution, RTO West will select and implement a transmission solution, and allocate the costs to those parties.

If Things Go Wrong, What Can Be Done?

· MMU is set up to provide immediate remedy by order of RTO West board with review by FERC.

· BPA can withdraw based on certain conditions (see below).  Nevertheless, unwinding the RTO organization would make this a difficult decision.

BPA Right to Withdraw from RTO West:

· For any reason on 2 years prior written notice

· Immediately if RTO West breaches its contractual promises to BPA and fails to take appropriate corrective action within a reasonable time

· Within a reasonable time if a state or local government imposes a tax on RTO West with respect to the use of the Federal Tx system

· Immediately if FERC uses the TOA to expand its authority or generation or power sales of the PTO

· Immediately if RTO West fails to comply with the Liability Agreement

· Immediately if RTO West fails to allocate any state or local taxes within the local jurisdiction

· Immediately if RTO West fails to protect Tx customers from any material financial impacts resulting from a default of another transmission customer or scheduling customer

· Any PTO may withdraw from RTO West for the same reasons.

· In addition, any PTO may withdraw from RTO if BPA withdraws.

Milestones to Startup

· Stage II Filing Development – March, 2002

· FERC Approval Process – 6-9-12 months?

· 30-day comment period

· FERC Orders (response to filings)

· Additional compliance filings 

· State Commission Approval Process – 6-12 months

· Congressional Briefings – On-going

· Implementation – 12-36 months

· RTO West Operational = 2004/2005/2006…?

Basics:  3/1/02
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