
Question:  Why did some RTO West filing utilities file joint comments on FERC’s Standard Market Design Notice of Proposed Rule-making (SMD NOPR) and others file additional or separate comments on the SMD NOPR?

Answer:  Eight of the filing utilities filed joint comments on three aspects of the SMD NOPR where they had common interests and perspectives.  These joint comments address resource adequacy, funding of transmission system upgrades and expansions, and duties of merchant transmission projects related to expansion.  Because of the wide scope of the SMD NOPR, some of the filing utilities saw that SMD had potential impacts on their customers and their individual filing utility interests beyond what were addressed in joint comments.  These filing utilities concluded it was important for the Commission to understand these additional potential impacts on their customers and their individual company interests.  They, therefore, decided to file separate or additional comments with the Commission.

Talking Points on Joint SMD Comments

· Comments were submitted on February 28, 2003 by Avista Corporation, the Bonneville Power Administration (“Bonneville”), Idaho Power Company, Nevada Power Company, NorthWestern Energy (a division of NorthWestern Corporation), PacifiCorp, Puget Sound Energy, Inc., Portland General Electric Company, and Sierra Pacific Power Company.

· Comments focus on:  

· Resource adequacy

· Funding of transmission system upgrades and expansions

· The obligations that should be assumed by merchant transmission projects with respect to subsequent transmission system upgrades and expansions

· Comments on resource adequacy

· State and provincial regulatory commissions, together with complementary regional institutions, are the appropriate bodies to address resource adequacy within the area to be served by RTO West

· Authority to impose generation adequacy requirements must not be separated from authority to provide for recovery of costs associated with meeting adequacy requirements

· For investor-owned utilities, state commissions are the bodies empowered to decide the policy questions that bear on resource adequacy, and in particular, how to balance the benefits of increased resources against the costs of building and operating additional resources (provincial commissions play analogous roles for utilities in Canada) 

· These state commissions are also the bodies with jurisdiction over cost recovery for generation needed to serve investor-owned utilities’ native load (as are provincial commissions for Canadian utilities)

· Bonneville’s resource acquisition activities are guided by the Northwest Power Planning Council, which periodically develops a 20-year resource plan for the area served by Bonneville (in the states of Washington, Oregon, Idaho, and Montana)

· The Northwest Power Planning Council has recently sponsored an initiative, which is ongoing, to look at resource adequacy on a broader regional basis

· Comments on funding of transmission system expansion and upgrades

· The Commission should provide sufficient flexibility in any final SMD rules to allow the RTO West proposal for funding transmission system expansion and upgrades to be implemented (as laid out in the RTO West filing utilities’ Stage 2 Filing and Request for Declaratory Order Pursuant to Order 2000, filed in Docket No. RT01-35-005 on March 29, 2002)

· The RTO West proposal contemplates transmission system expansion and upgrades could happen in any of three ways:

· Projects voluntarily undertaken by a Participating Transmission Owner to meet its native load service obligations and facilitate service to pre-existing wholesale transmission service customers

· Projects voluntarily undertaken by market participants in response to the price signals from the RTO West congestion management system; and

· Projects resulting from RTO West’s use of its “backstop” authority to assure transmission adequacy or to compensate for the market’s failure to remedy chronic, significant, commercial congestion

· The first type of project (those for native load or existing wholesale customers) would be funded through regulated rates charged to the benefited load or wholesale customers

· The second type of project (market participants responding to price signals) would rely on “Market-Based Participant Funding,” in which cost recovery occurs through ownership of newly created financial transmission rights or the avoidance of congestion charges

· When RTO West uses its “backstop” authority, it will provide the funding for resulting projects using a “Beneficiary Pays” methodology (RTO West can also use it Beneficiary Pays methodology if another party sponsors a project that takes care of a problem for which RTO West would have otherwise had to use its backstop authority)

· All projects, no matter how they are funded, should have to meet reasonable conditions before being allowed to interconnect, and should have to cooperate with others who wish to make subsequent transmission system upgrades and expansions

· Comments on obligations that should be assumed by merchant transmission projects with respect to subsequent transmission system upgrades and expansions

· Sponsors of merchant transmission projects should not be obligated to make further investments in the transmission system beyond the projects they voluntarily undertake

· Merchant transmission providers should have to meet reasonable conditions before being allowed to interconnect (related to protecting reliability and allowing others reasonable opportunities to participate), and should have to cooperate with others who wish to make subsequent transmission system upgrades and expansions because:

· Like sponsors of any other project, merchant transmission providers benefit from integration with the larger transmission system; and

· Future benefits to the transmission system may depend on others’ ability to upgrade or build new facilities that interconnect with merchant facilities
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