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Work Group:  Planning

Issue:

a.   Develop a Process to identify transmission projects that are needed for economic reasons to facilitate a competitive and seamless West-wide wholesale electricity market.

b.   For projects that: (1) would have a direct effect on more than one RTO, (2) are developed by sponsors outside of the Planning Work Group planning process, and (3) seek cost recovery from RTO ratepayers, SSG-WI will develop a process to evaluate whether the projects are justified (necessary and cost effective).

The SSG-WI regional planning process is designed to evaluate congestion in the Western Interconnection that may be impacting the efficiency of electricity markets across multiple RTOs and regions of the West prior to RTO formation.  It will also evaluate and identify alternative methods for mitigating uneconomic congestion.  The SSG-WI process assumes voluntary participant sponsorship and funding of projects from individual market participants or RTOs.  The planning process also identifies the transmission system implications of various new resource scenarios.  The resulting SSG-WI expansion plan is envisioned to include transmission, generation and demand side alternatives that would relieve uneconomic congestion impacting multiple RTOs.  

Some SSG-WI participants believe that the planning process should be strengthened so that SSG-WI can recommend specific projects if competing alternatives are sponsored or if ratepayers are expected to pay for the project (some of the western RTOs have cost allocation procedures that spread project costs to all users of the system while other RTOs have backstop capability to compel construction and allocate costs).  This strengthening of the SSG-WI planning process would entail SSG-WI recommending between transmission projects of differing capacities or different types of alternatives such as transmission, generation and demand side programs.  Presently these decisions are left to the project sponsors that are funding the projects or RTOs acting in backstop roles.  If SSG-WI were to do this, it would have to collect and analyze more information than is presently envisioned for market analysis, environmental impacts, cost estimates, etc.  The SSG-WI would also have to adopt a process and criteria for making these recommendations.  However, regardless of whether or not SSG-WI makes recommendations, it is generally agreed that the final decision on which project should be pursued will remain with the entities funding the projects.  
Timeline:

This issue should be elevated to the Steering Group for resolution.  The Planning Work Group will forward a recommendation to the Steering Group by 2nd Quarter, 2003.  The Steering Group will forward a recommendation to the RTOs by 3rd Quarter, 2003.
Issue:

Determine if and how SSG-WI will support implementation of projects recommended by the Planning WG.

The SSG-WI Planning Process relies on market participants and/or RTOs in their backstop roles to sponsor projects.  SSG-WI is not a decision making body; that responsibility is left to the RTOs.  As currently envisioned, the SSG-WI regional planning process will not include provisions to implement any transmission projects that others do not undertake.  Should the SSG-WI process be redesigned to include an obligation for SSG-WI to support in some way the implementation of specific transmission projects that affect multiple RTOs, this could lead to a requirement for SSG-WI to perform market, environmental, cost allocation and other analysis that is not envisioned at this time for SSG-WI.

Timeline:

The Planning Work Group will forward a recommendation to the Steering Group by 2nd Quarter, 2003.  The Steering Group will forward a recommendation to the RTOs by 3rd Quarter, 2003.

Issue:

Develop a process to resolve differences in transmission interconnections that enables parties to avoid going to the Commission under the process set forth in Sections 210 and 211 of the Federal Power Act.

Each individual RTO will have its own transmission interconnection requirements.  If a line between RTOs were proposed, each RTO would apply its own interconnection requirements to determine whether to allow the interconnection.  Transmission owners that are not participating in RTOs, although invited to participate in the open RTO and SSG-WI planning processes, are not bound by these RTO interconnection requirements or approval processes for interconnections to their own systems.  If there are disagreements on a new interconnection, there is no process to resolve these differences short of going to FERC (210 and 211 processes) and FERC may not have jurisdiction over all affected entities.  The same issue exists within RTOs for disagreements between RTOs and transmission owners that do not join the RTO.
Timeline:

The Planning Work Group will forward a recommendation to the Steering Group by 2nd Quarter, 2003.  The Steering Group will forward a recommendation to the RTOs by 3rd Quarter, 2003.

Secondary Seams Issues
1. The planning horizon and frequency of the SSG-WI process must be coordinated with the RTO processes.

2. The number of congestion problems and solutions that SSG-WI will study within each cycle of the SSG-WI Planning Process must be determined.

3. Not all Transmission Owners’ systems will be in an RTO.  All interested parties are invited to participate in the SSG-WI Planning process but there is no obligation for non-RTO members to participate in this process.  This could create seams issues between the SSG-WI planning process and the non-participants in the modeling studies, in the selection of viable alternatives for evaluation and potentially in developing recommended solutions.  This is also an issue within each RTO.

4. How is data confidentiality protected in an open planning process?  Data may need to be protected for competitive, proprietary or security reasons.

Work Group:  Common Systems Interface Coordination (CSIC)

Purpose:  Identify opportunities and propose solutions where common systems and processes are identified between the western RTOs. These solutions will provide for cost savings as possible, reduce or eliminate seams issues when applicable, and will be standards based as appropriate.  Coordinate the standardization of business modeling and implementation methodologies. Coordinate and track an aligned implementation for the western RTOs to minimize seams issues. 

Method:  The meetings of CSIC will be open and proposals will be based on consensus among the stakeholders that participate in the process.

Key Present Tasks:
· Implementation Coordination

· Simulation coordination

· Business process modeling

· Propose Implementation plans for seams related systems and processes

· Look at other systems as appropriate

Sub Groups:  Work groups will be established as appropriate to address specific systems and processes.  Groups as of 12/2002:

· Business Architecture Development work group (BADWG)  

Develop standardized business models and processes from the requirements of RTO West, WestConnect and CAISO and defined by the SSG-WI organization efforts.  Coordinate with national efforts to the degree possible.  This will help assure optimal development and implementation of the three RTOs in the west.

· Requirements and Protocols (RaPWG) – proposed
Take the standardized business models and processes and identify or develop the systems and data requirements and data protocols needed to implement them.

· Communications Infrastructure WG – (completed initial task)

Propose a compatible communications infrastructure to serve the three RTOs and their needed interfaces with others.  This proposal will be updated as the RTOs are developed.

· OASIS (Single Market Interface) WG – (completed initial task)

Propose a commercial interface common to the three RTOs that allows for the open access transmission business of the three RTOs to be accomplished at one interface. This task will be revisited in light of recent FERC orders and other developments. 

· Backup Control Center WG – (completed initial task)

Propose back-up control center implementation that will meet full requirements with cost savings by taking advantage of sharing facilities or systems between the RTOs.  This task will be updated in light of developments since the initial proposal was developed.

· Training WG -  – (completed initial task)

Propose efficiencies that can be gained by jointly providing training common to all three RTOs.  Update as RTOs are further developed.

· Others as identified.

These will be formed to develop proposals for tasks identified for CSIC.  This will likely soon include Work Groups to address Implementation Schedules and Simulation.

Issue:

Single Market Interface (OASIS)
Energy should move across the western electric grid through the western RTOs as transparently as possible without the need to use multiple interfaces with different business requirements and possible incompatibilities.

RTOs:

Each RTO will develop designs for the market that are consistent with FERC orders and aimed at minimizing the impact of the interfaces (seams) between the RTOs

Working Group:  CSIC/BAD/Single Market Interface WG

Coordinate with market design work groups of the RTOs and region to collate the design elements, rules, and processes related to the market interface, develop standardized models of the processes and data, and develop the means to eliminate the need to use unique and separate interfaces at each RTO in order to use the western transmission grid.

Timeline:

This will largely follow the output of the market design efforts and take a number of months thereafter.

Issue:

Implementation coordination

Each of the RTOs is developing systems and processes for their organizations.  These efforts could diverge, creating process and systems incompatibilities at the seams as well as duplication of cost and efforts. These efforts need to be coordinated and aligned to optimize the ability to do transmission business between the RTOs as each of them is involved in implementing products.

Working Group:  CSIC

Identify key development stages that would create discontinuities at the seams between the RTOs if not aligned.  Develop and monitor a coordinated implementation schedule of these key process and systems milestones for the western RTOs.  

Identify issues and propose solutions as appropriate.  Monitor the implementation of solutions. 

Review projects and make recommendations to the western RTOs related to their operations to assure that duplication of cost and efforts are minimized.

Timeline:

Initial plan 2nd quarter 2003.  Then regular updates (approximately monthly).

Issue: 

Simulation coordination

Lack of realistic simulations appropriate to each stage of the process could result in weak and inconsistent requirements that are likely to have gaps in coordination and process and could result in unnecessary costs due to change orders and delays.

Working Group:  CSIC

Make recommendations to SSG-WI, RTO groups, and others regarding process simulations. These simulations may vary in format but will be used to test processes and requirements before systems are procured or significant resources expended. Facilitate as required.

Timeline:

Initial recommendations 2nd quarter 2003.  Ongoing as processes are developed.

Issue: 

Business process modeling

Lack of standardized and consistent definitions of the business processes across the seams including defined models and data definitions will result in discontinuities or confusion in doing transmission business across the seams.  This will also make it more difficult to procure the necessary software and put systems in place to implement these processes.

Working Group:  BADWG 

Will coordinate and make recommendations to SSG-WI, RTO groups, and others as appropriate to collect proposed business designs and processes and develop a standard modeling description of the processes to be used to develop requirements, data definition, and the basis for computer code development.

Timeline:

Initial recommendations 2nd quarter 2003.  Ongoing as coordinated market designs are developed.

Issue:

Implementation plans for seams related systems and processes

All aspects of the western RTOs are being designed but then need to be coordinated for a successful implementation and meeting the needs for all market participants.

Working Group:  CSIC

Assure all intended processes that are related to the seams are understood, well defined, and have a coordinated implementation plan that assures cost effectiveness and functional seamlessness.

Timeline:

Start in 1st quarter 2003.  Ongoing.

Issue:  

Coordinate other systems as required for seams optimization

Many systems planned for implementation and modification in the RTOs could take longer, cost more and work less effectively if they are done independently in each of the RTOs.  

Working Group:  CSIC

Assessing various schemes and systems in the western RTOs looking for efficiencies and cost effective solutions that can be gained by cooperation between the RTOs.

Timeline:

Ongoing

Work Group:  Market Monitoring 

Issue:

Structure of West-wide Market Monitoring Entity and Role of Individual RTO Market Monitoring Units 

Will the West-wide Market Monitoring Entity (“MME”) be the primary market monitor for Western RTO markets or will the MME be an umbrella or coordinating organization that monitors for seams issues.  In either case, what is the delineation of responsibilities and authority between the MME and the individual RTO market monitoring units.

Objectives:

· Provide the MME with sufficient geographic scope to be able to effectively monitor seamless West-wide markets;

· Retain current expertise and knowledge of local transmission markets irrespective of the creation of the MME;

· Maintain a close connection and relationship between the MME and individual RTO’s operations staff; and

· Be responsive to individual RTO input.

· Establish a clear process for identifying, proposing and implementing market design changes that are deemed necessary to support a seamless West-wide market.

Tasks:
The work group’s July 18th recommendations include two options for a MME that would be the primary market monitor for Western RTO markets.  The work group is currently reassessing its recommendations and plan to supplement them as follows:  
i. Develop more detail regarding current structure options.  

ii. Add structure options regarding a MME that is an umbrella or coordinating entity focused on seams issues.

iii. Develop more specifics about the role and responsibilities of individual RTO market monitoring units under each of the structure options.

Process:

Further work group discussion and development of recommendations.  

Timeline:  Reach Western RTO Agreement on MME by September, 2003

1st Quarter 2003:

Work Group finalizes recommendations; Steering Group considers and, with input as needed from Work Group, develops Steering Group recommendation.

2nd Quarter 2003:

Steering Group and Work Group roll-out recommendation to the West at public workshop.  Individual Western RTOs consider recommendation.

3rd Quarter 2003:

Individual Western RTO decisions.

Work Group:  Price Reciprocity Work Group 

Issue:

Other Charges Including Charges to Recover Embedded Transmission Costs

Each of the proposed RTOs has developed and proposed to FERC a pricing methodology that, among other things, provides for the full recovery of embedded transmission costs by each of the participating transmission owners within the proposed RTO’s footprint.  Each of the proposed RTO’s pricing proposals represents a balance of the interests and concerns within the respective region and represent, to varying degrees, changes from existing pricing methodology based on a “contract path” construct.  The objective of SSG-WI’s efforts is to achieve some form of “price reciprocity” that reduces barriers to interregional trading while preserving each RTO’s balanced pricing proposals and their underlying objectives.  The Price Reciprocity work group recognizes that solutions to seams issues being addressed by other SSG-WI work groups may influence the final recommendation on price reciprocity.

Interregional transactions may cross one or more seams between regional markets and should recognize the need for recovery of the costs of transmission provided by the underlying transmission owners within a respective RTO.  However, any such cost recovery mechanism should not impose significant impediments to efficient interregional trades.  Rather, it should seek to balance a multitude of objectives, such as the desire for region-wide prices, fewer transaction based charges, reduction of trade barriers, minimum cost shifting between users, simple and transparent payment mechanisms, full cost recovery, and a preferred solution based on simplicity of implementation and ongoing application.

Price Reciprocity Objectives:

Objective 1:

Identify Applicable Existing Charges and Proposed Charges Applied to Various Transactions.

Tasks:
 Identify within each RTO:

A. Pre-Existing Contracts

1) Access Charges

a) Load –Based

b) License Plate

c) Wheeling Out/Through

2) Administrative Charges

3) Losses

4) Congestion

New Users

1) Access Charges

a) Load-Based

b) License Plate

c) Wheeling Out/Through

2) Administrative Charges

3) Losses

4) Congestion

Objective 2:

Collect data and analyze the financial implications of current/proposed RTO processes for collecting revenues related to interregional transactions.

Tasks:
A. Identify data for each RTO that includes charges associated with energy imports and exports.

1) Review and consider applicability of using “pro forma” transaction data from existing studies to estimate transmission wheeling (e.g., Tabors Caramanis & Associates’ study for RTO West).

2) Assess the feasibility of obtaining historical transaction data within each RTO.

3) Compare data collection feasibility among RTOs to ensure comparability, (e.g., data fields are properly matched so that transactions through multiple systems are not double-counted.)

B. Collect Data

1) Identify existing embedded transmission costs and who pays under each RTO structure.

2) Collect Peak Load Data for each TO and RTO.

3) Collect Historical Wheeling Out/Through Volumes for each RTO.

4) Collect Historical Wheeling Out/Through Revenue for each RTO.

Objective 3:
Finalize development of options for Price Reciprocity.

Tasks:

A. Identify options to be moved forward, including (but not limited to):

1) Base Case – No Change To Proposed RTO Pricing Structures
2) Reciprocal Waiver of Wheeling Charges

a) What are necessary modifications to RTO/Transmission Owner rate recovery mechanisms to ensure total embedded costs of transmission system are recovered? (How to address revenues “lost” or foregone from waiver process is an individual RTO/Transmission Owner issue.)

3) Transfer Payment Mechanisms

a) Can RTOs agree to a transfer payment approach for eliminating export fees?

b) On what periodic basis should transfer payments between RTOs be made?

c) Should RTOs be allowed to “net” transfer payments?

d) Is a portion of the GMC collected as part of the transfer charge?

e) Is it a one-time arrangement or are figures adjusted annually for example?

f) Are net importers to an RTO responsible for a share of the transfer payments? 

g) Among whom are the transfer payments distributed?

h) Should each RTO be afforded discretion as to how to allocate transfer payment revenues/charges?

I. If each RTO is allowed discretion on how to allocate transfer payment revenues/charges and each establishes a different methodology, will this give rise to gaming and improper incentives?

4) West-wide Wheeling Charge

1. How should West-wide rate be structured?

I. Demand-based?

i. Coincident peak contribution

ii. Non-coincident peak contribution

II. Volumetric?

i. How to track/account for volumes deemed to flow on interregional grid?

2. What facilities should constitute “interstate” grid?

I. Voltage-based

II. Functional Assessment

3. How/Through what process should revenue requirements for “interstate” grid be determined and reviewed?

I. How often should revenue requirements be updated?

II. Should revenue requirement for “interstate” facilities be updated simultaneously or as determined by owner?

III. Formula rate or fixed rate?

B. Identify necessary RTO Tariff changes under each identified option.

C. Identify magnitude of any "cost shift" (e.g., change in collection of the costs) that will occur under the pricing reciprocity options under consideration.

D. Identify variations of these proposals, and specify assumptions and questions within each option.

Objective 4:

Develop proposals for addressing pricing seams with and services offered to Non-Participants.

Tasks:

A. Identify the impact on barriers to trade if large segments of the grid are not under RTO control.

1) Evaluate the financial impacts if entities fail to participate and turn over operational control of their facilities to the RTOs.

2) Develop criteria for resolving how non-participating entities should be eligible for any price reciprocity arrangement.

3) Develop alternatives for entering into agreements with non- participating entities under current pricing policies/rules.

Objective 5:

Develop assessment criteria, consider available pricing options, and identify suggested alternative.
Tasks:

A. Identify criteria to be used to evaluate among and between price reciprocity options.  Factors including:
i. Eliminate Trade Barriers
ii. Mitigate Cost Shifting
iii. Provide Comparable Treatment
iv. Implementation Simplicity
B. Using data collected, analyze the impact of each reciprocal pricing proposal upon potential barriers to interregional trading.
C. Apply selection criteria to determine the preferred alternative for pricing interregional transactions.
Timeline:  Develop Price Reciprocity Solution by Fourth Quarter, 2003

The Price Reciprocity work group has set an aggressive schedule to accomplish the tasks necessary to recommend a preferred alternative for achieving price reciprocity.  The tasks and schedule assumes that evaluation of unanticipated arrangements would not materially affect this proposed timeline.

Objective 1:  1st Quarter 2003
Identify existing charges applied to various transactions

Objective 2:  2nd Quarter 2003
Collect data and analyze the financial implications on the current/proposed processes for collecting revenues related to interregional transactions

Objective 3:  3rd Quarter 2003

Finalize development of options for price reciprocity

Objective 4:  4th Quarter 2003
Develop proposals for addressing pricing seams with and services offered to non-participants

Objective 5:  4th Quarter 2003
Develop criteria to assess options – 1st Quarter 2003

Finalize assessment criteria – 2nd Quarter 2003

Consider available pricing options – 3rd Quarter 2003

Identify suggested alternative – 4th Quarter 2003

