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A.
Structure

The SSG-WI Steering Group remains committed to creating a West-wide market monitoring function.  The Steering Group (and the Western RTOs) are undecided as to whether that function should be fulfilled by a single, primary market monitor for the Western RTOs’ markets or if this function can be performed by an umbrella or coordinating body that monitors for seams issues.  The July 18th recommendations contain two structure options for a single, primary market monitor.  The Market Monitoring Work Group will supplement the recommendations with options relating to an umbrella or coordinating body.
  
B.
Independence
The West-wide market monitoring function will be independent from Market Participants.  The July 18th recommendations originally provided that the West-wide market monitoring function would also be independent from the Western RTOs, however, the ultimate decision on structure may affect the nature and degree of independence.  The West-wide market monitoring function will have a direct relationship with the Federal Energy Regulatory Commission (the “Commission”). 

C.
Roles and Responsibilities

The West-wide market monitor function will:

· Monitor adequacy and effectiveness of market rules, procedures, or actions that affect the competitiveness or economic efficiency of the Western markets, identify design issues or opportunities for efficiency improvements, and work with the Western RTOs’ staffs to develop and implement appropriate design modifications (the West-wide market monitor function may indicate its preference that such modifications be given expedited treatment by the Western RTOs’ Boards);

· Monitor the competitive performance and efficiency of Western markets, and, when the West-wide market monitoring function has detected performance that is inconsistent with an outcome of a competitive market, investigate to determine the causes of such performance (causes could include flawed market design (within or among the Western RTOs); conduct of transmission owners, the Western RTOs, or Market Participants);

· Monitor conduct of those Market Participants that can affect the outcomes of the market by behavior to look for behavior that departs significantly from the normal behavior in competitive markets;

· Monitor compliance with Commission-approved objective standards and mitigation measures; and

· Report the results of the monitoring and further investigations to the Commission and other appropriate Federal, State, Provincial, and local, tribal, Mexican state regulatory and enforcement entities.

The ultimate decision on structure may affect the extent to which the West-wide market monitoring function focuses on RTO-specific issues that are unrelated to seams issues.

D.
Markets to be Monitored
The MME will monitor all markets operated and services provided by the Western RTOs.  The MME may track bilateral energy or capacity markets or private transmission rights markets not operated or administered by the Western RTOs.  As required by Order 2000, the MME will periodically assess the effect of these markets on the Western RTOs’ markets and services, or the effects of the Western RTOs’ markets and services on these markets.  The ultimate decision on structure may affect the extent to which the West-wide market monitoring function focuses on RTO-specific markets that are unrelated to seamless Western markets.

E.
Tools


1.
Indices and Screens

The West-wide market monitoring function will develop indices and screens to help it evaluate market performance (the West-wide market monitoring function will also use its professional expertise to evaluate the market).  Public input will be sought about what indices and screens might be useful, but the West-wide market monitoring function need not publicly disclose the indices and screens that it adopts.  It is premature to identify or develop indices or screens at this time; the work group agrees that this should be left to the West-wide market monitoring function.  

2.
Objective Standards

a.
Standards

If the Commission has clearly articulated objective standards to evaluate market performance and individual behavior, the West-wide market monitoring function will monitor compliance with such standards.

If the West-wide market monitoring function concludes that the use of objectives standards to identify inappropriate conduct and trigger market intervention or mitigation is appropriate, the West-wide market monitoring function can recommend such objective standards to the Western RTOs and the Commission; provided that the West-wide market monitoring function will not have authority to implement such standards absent Commission approval.  It is premature to identify or develop such recommendations at this time; the work group agrees that this should be left to the West-wide market monitoring function.   

b.
Corrective Action

If the Commission has identified clear standards with corresponding self-executing consequences, and if the Commission has also accepted those standards and consequences in the Western RTO tariffs, the West-wide market monitoring function will monitor compliance and if standards are violated will inform the appropriate RTO staff to execute pre-approved consequences.  

If the Commission has not identified self-executing consequences, the West-wide market monitoring function will report violations of standards to the Commission.

F.
Data Collection and Dissemination

The West-wide market monitoring function will have timely access to all of the information possessed by the Western RTOs.  The West-wide market monitoring function shall be able to request from Market Participants and the RTOs such additional information not in the RTOs’ possession as may be necessary to perform its functions.  If the Market Participant refuses, the West-wide market monitoring function may go to the appropriate regulatory entity to ask them to request the information upon an appropriate showing.  (The Market Monitoring Work Group is considering whether to strengthen the authority of the West-wide market monitoring function to compel the production of information.)  

The West-wide market monitoring function is responsible for disseminating its reports and studies.  The Western RTOs are responsible for disseminating raw data as required under their tariffs, and such other non-confidential information as they determine is appropriate.  If the West-wide market monitoring function determines that the release of certain information is necessary for a Western RTO Market to function, it will make a recommendation to the Western RTOs.

The West-wide market monitoring function and RTOs shall have the same confidentiality standards, both with respect to what information is treated confidentially and the obligations of the entities to ensure that such information is treated confidentially.  These standards will comply with applicable laws and regulations.

Confidentiality provisions are proposed and will be further defined regarding protection of confidential information (to the extent confidential information is provided to the Commission, the West-wide market monitoring function or the RTO will request confidential treatment; further discussion is needed about the ability of other regulatory or enforcement entities to access confidential information).  The MME will notify the owner of the confidential information so that they have an opportunity to challenge the appropriateness of the request and disclosure of the information. 

G.
Process

Provisions will be developed to afford procedural protections to Market Participants whose conduct is being studied.

H.
Relationship with State, Provincial, Mexican, Tribal, and Local Regulatory and Enforcement Entities

The work group agrees there is need for clarity on the relationship of the West-wide market monitoring function with state, provincial, Mexican, tribal, and local regulatory and enforcement entities, which clarity may result from the Commission’s federal/state panels.

I.
Funding

The governance structure will require fiscal accountability. The costs of the West-wide market monitoring function will be recovered from the users of the Western RTOs’ transmission systems.  The following general approaches should be considered:  

· Allocate each of the Western RTOs one-third of the West-wide market monitoring function’s costs;

· Allocate each of the Western RTOs a pro rata share of the West-wide market monitoring function’s costs based upon megawatt hours of load; and

· Allocate each of the Western RTOs one-sixth of the West-wide market monitoring function’s costs and allocate the remainder of costs among the Western RTOs pro rata based upon megawatt hours of load.

Each Western RTO has discretion to determine how to recover the allocated costs from its customers consistent with its pricing mechanism.

J.
Transition

In order to assure a safe, reasonable, and rational transition, the West-wide market monitoring function shall be prepared to begin monitoring on Day One of the second Western RTO’s commencement of operations.  The West-wide market monitoring function will have its own market-monitoring plan.  At this time, the work group’s preferred option for the transition is, when the West-wide market monitoring function is preparing to go operational, to learn from the CA ISO’s market monitor’s expertise and, quite possibly, use the CA ISO’s systems as a starting point.  

� The July 18th recommendations assume the creation of a single, primary West-wide market monitoring entity.  As noted above, the work group is adding options regarding an umbrella or coordinating organization.  While the majority of the remaining recommendations would work with any of these structure options, the work group will need to evaluate whether additional modifications are appropriate.  
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