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Delegation Staff

1. How will stakeholders be able to influence the board of the Independent Entity, not just on the “Special Issues” list, but also on other important issues?

Answer:  Regional consultation by the Board of Grid West is a cornerstone of the regional proposal.  The new bylaws retain (as in Stage 2) the Board’s obligation to regularly meet with and receive input from the Board Advisory Committee, and to provide advance notice and get advice from the Board Advisory Committee regarding:

a. Tariff amendments or modifications, including rates/revenues;

b. Amendments to the transmission agreement, generating and load integration agreements, and scheduling coordinator agreement;

c. Transmission system planning matters;

d. Annual budget;

e. Measures to implement market power or price mitigation.

In addition, the Board has mandatory consultation requirements with state and provincial regulators (the “Governmental Committee” if the states so decide to form one).

2. How will the beginning state improve system reliability in the region?

Answer:  In the beginning state, Grid West enhances reliability by centrally receiving and processing all proposed transmission schedules over the transmission systems of Grid West participants.  After receiving the proposed schedules and running a redispatch market, the Grid West will pass the expected daily operating plan (that predicts and corrects for potential problems) on to control area operators and to the Pacific Northwest Security Coordinator (PNSC), which will operate and monitor, respectively, the system in real time, with full knowledge of the flow effects of the expected transactions.

Today such “look-ahead” analyses are done on a piece-wise basis only, so loop flow problems from the combined use of the regional system are not seen by any party in advance.  Instead, the control area operators and PNSC see problems when they occur.  This requires actions such as schedule curtailments in real time to avoid difficulties.  Access to the necessary data (schedules, load forecasts, and status of all generation) and a redispatch process that produce a feasible regional dispatch are possible only if the entity receiving data, analyzing combined effects, and adjusting schedules based on voluntary bids is independent of market participants.

3. Does the RRG expect some large public power utilities to join as filing utilities in the beginning state or after the beginning state? 

Answer:  The welcome mat is open to all large public power entities to join as filing utilities.  The hope of the current filers is that public power entities will consider joining the filing utility group in the next few months.

4. What is the plan for doing cost benefit analysis prior to implementation; and will there be cost benefit analysis done prior to implementing major changes to the beginning state?

Answer:  Cost benefit analysis will be done before the Transmission Operating Agreement is executed.  An approach for a near-term, shorter high-level study is being developed.  At the March 31 RRG meeting, it was agreed to form a new risk-reward group to evaluate the risks and rewards of proceeding with the Regional Proposal.  The first step is to examine methods and approaches for such a study.

Any analysis from this study must meet the needs of several parties:  the state public utility commissions need this study to perform public interest determinations; the BPA needs it to undergird its participation in Grid West; and many other public and private stakeholders need it to determine their support.  A meeting of the risk-reward study group is scheduled for early may to consider scope, methodological approaches, and expected timing requirements.

5. Will the cost benefit analysis break down the cost and benefits for each state in the region? 

Answer:  The precise scope of the risk reward study and expected output details have not been determined yet.  The first task for the new group is to evaluate the needs of those who will use the study.

6. How will pre-existing contracts be honored? 

Answer:  All existing contracts, settlements and other relevant legal obligations will be honored according to their terms.  The pre-existing transmission rights created by these contracts will form the basis for evaluating additional uses of the system.  Participation in new commercial processes (e.g. day-ahead redispatch and right reconfiguration services) will be voluntary.

7. What impact or benefits will the beginning state have on BPA’s GTA customers? Answer:  Syd Berwager will have a response to this question.

8. Does the RRG expect the beginning state proposal to meet the Order 2000 requirements for an RTO? 

Answer:  As an incremental approach, the beginning state proposal will meet some but not necessarily all requirements of Order 2000.  As features are added in the interim state, more of the Order 2000 requirements will be met, while the advanced target state would meet most, if not all, requirements.  Adding features after the beginning state is based on the same principles guiding the beginning state:  clear improvement responsive to identified problems, workability that does not create new problems or obstacles, and stages that allow for further evolution.

9. When and what will the RRG be filing with FERC; or the various State PUCs?

Answer:  From time to time, the RRG may continue to brief FERC on the Regional Proposal and the RRG process.  The RRG itself will not be filing with either the FERC or the states.

We expect the filing utilities will make any appropriate state filings.  The timing of FERC is under discussion.  What is known if that Grid West will not make any filings until it is operational.  At a minimum, Grid West will make the required Section 205 filings before offering services.

[Note:  This answer is silent on declaratory filings, and does not highlight the fact that Grid West lacks authority to make any filing during the development state.]

10. Do the RRG members agree that the first stage of the proposal is only a beginning phase or do some members believe that Grid West should not go beyond this phase? 

Answer:  The RRG members have agreed to pursue development of the beginning state.  Some believe this is all that will be needed; others believe that the beginning state is the first step toward the advanced target state and that as the beginning state proves itself out the other phases will occur.  Because there was support for what to do first, steps to implement the beginning state are being taken, rather than spending time deadlocked over each party’s view of the ultimate “end state”.

11. What is the process for moving beyond the beginning state?  Do the state PUCs have to approve the move to a more advanced state?  How about FERC?

Answer:  Filing utilities have differing views on approaches to moving beyond the beginning state.

12. What are the regional problems that Grid West is designed to solve?

Answer:  The Regional Proposal responds to problems and opportunities that were identified during the 2003 RRG discussions.  By category these problems and opportunities are:

· Reliability coordination:

· Limited operational data available to reliability coordinator and Control Area Operators (CAOs).

· Under current conditions, complete relevant data cannot be collected because parties are unwilling to share commercially sensitive data with competitors.  Contracts do not require data exchange or disclosure because there is no day-ahead look.  When congestion becomes apparent it is managed in real-time.

· Difficult to coordinate operations between CAOs.  Real-time congestion is managed only by ineffective curtailments, and parties are unsure of reasons for and fairness of curtailments. 

· Transmission service:

· Physical interconnection – Long queues for interconnection requests and fairness concerns.

· Difficult to arrange reservations for transmission services across multiple systems, and no integration of multiple service requests. 

· Long request queues with separate processing by each Transmission Owner (TO) create transactional friction.

· Differences in tariff administration practice and application between providers.

· Management of transmission capacity availability on a piece-wise basis proves less service than could be made available when the system is evaluated as a whole regional system.  The mismatch between contract path schedules and actual flows is symptomatic of this difficulty.

· When scheduling system use, the lack of a system-wide view of reliability implications of combined schedules requires greater capacity margins be set aside by each company, which impedes best use of the transmission system.

· Transmission owners manage congestion internally, which produces inadequate price signals and a lack of transparency, so parties cannot make best decisions about deployment of their generation resources.

· Difficult to make interconnection-wide transactions.

· System planning and investment:

· A single system viewpoint is needed absent of commercial bias.

· There is lagging infrastructure investment because there is a mismatch between ownership and solutions.

· Control area operations:

· There are unrealized opportunities for more efficient operations.

· There are operational challenges created by compliance with standards of conduct within vertically integrated organizations.

· Energy markets:

· Real-time balancing energy is internalized by the CAO with limited ability of non-CAOs to participate.

· For hour-ahead and day-ahead energy transactions, it is difficult to find counter parties and options are geographically limited by pancaking effects.

· Technical barriers limit market access to ancillary services.

· Market monitoring:

· Complaints to FERC with post-mortem remedies are ineffective.

· Cost recovery:

· Pancaked volumetric recovery of fixed costs imposes barriers to efficient dispatch, adds complexity to transactions and results in lost buy/sell opportunities.

· Loss effects and the recovery of losses don’t match, which causes economic inefficiency.

· Dispute resolution:

· Desire to settle disputes within the region rather than take disputes to FERC or 9th Circuit. 

13. If BPA consolidates its control area with the control areas of jurisdictional utilities, do BPA’s transmission facilities become FERC jurisdictional?

Answer:  No – consolidating control areas would not add any jurisdictional oversight that wouldn’t otherwise apply when not consolidated.

14. What will FERC do to the jurisdictional utilities (i.e. limit the right to charge market based rates) if Grid West doesn’t meet the Order 2000 criteria for RTOs? 

Answer:  We don’t know what FERC may do.

15. How much will Grid West cost to form and operate?

Answer:  A cost estimate for the beginning state will be developed over the next several months as the market and operational framework of the beginning state is further defined.  Many are optimistic that the staged approach and other features will provide an opportunity for cost-effective operations.

FERC Staff

1. Name Change - Why? What does this really signify? 

Answer:  Grid West better reflects the region’s commitment to a ground-up approach to resolving the region’s transmission problems in a careful, phased manner. We do not envision moving immediately to a full RTO-type structure.  The elements of what FERC has determined should be in an RTO can be included over time as each phase proves workable, the need is apparent, and the region supports moving forward.

2. Overview – What is Grid West, what is it not, what may it become (or not)?

(a) How Grid West stacks up against RTO West, Order No. 2000?

Answer:  Grid West is a phased approach to meeting the identified transmission needs of the region.  The advanced target state would meet most if not all of the Order 2000 requirements.  The beginning state implements those features that the region supports at this time and will provide:

· Regional planning and expansion;

· Region-wide determination of available capacity;

· De-pancaking of fixed cost recovery with in the region on a going forward basis;

· A single process for scheduling use of the regional system;

· Improved evaluation of system reliability using full scheduling data to get a day-ahead look at and correct for potential problems;

· A day ahead redispatch market; and 

· A transmission rights reconfiguration service.

For those control areas that choose to voluntarily consolidate it also introduces:

· Markets for contingency reserves; and

· A real-time balancing energy market.

3. Stakeholder Reaction – define the degree of consensus support for problems necessitating regional solutions and how Grid West is responsive.

(a) Characterize degree of regional support? Why are critics withholding support for Grid West?  How opposes and why?

Answer:  The RRG reached a strong consensus on the problems and opportunities the region faced.  The RRG participants support the Regional Proposal as a high-level framework developed to meet the specific needs of this region.  Further work on the Regional Proposal is proceeding with the recognition that the ultimate decisions of region parties about whether to support implementation will depend on the success of the development process.  Some parties remain skeptical of the process and of the need for a new organization.

4. Functionality –

(a) How will the mixture of consolidated and non-consolidated control areas work?

Answer:  The work to define the detailed working relationship between the control areas has begun and is targeted for completion by November 2004 (when a decision is made about seating an independent board).  The current expectation is that Grid West will provide service based using a feasible regional dispatch (based on a full view of all injections and withdrawals) using the voluntary redispatch market.  The regional expected daily operating plan will be handed off to the control areas for real-time operation.  In the case of the consolidated control area, Grid West will be the control area operator.  The details for schedule adjustments and review between day-ahead and real-time operation are the subjects of ongoing development. 

(b) Will the IE or the PTOs be responsible for meeting reliability requirements?

i. Stress the reliability-enhancing benefits envisioned

Answer:  In the area of system reliability, a clear improvement over today’s approach is that there will be a regional forecast of expected flows.  Because the proposal includes a voluntary redispatch market, Grid West will be able to make adjustments to address what shows up today in real-time as loop flow.  This should diminish the need for real-time schedule curtailments and emergency actions to keep system operations within the reliability criteria.  A determination has not yet been made about whether Grid West will be the Reliability Authority for the entire region or whether the control area operators will continue to have that function.   This decision will be made as operational design is worked out.

(c) Who will be the provider of last resort for energy imbalance and other ancillary services?

Answer: It is currently expected that each control area operator will be the provider of last resort for imbalance and other ancillary services.  For a consolidated control area, it is anticipated that each of the consolidating parties will have an adequacy requirement for providing its pro-rata share of the control areas’ requirements, and that it will be possible for Grid West to meet the provider of last resort requirements.

(d) Who will be responsible for interconnection requests in the beginning state?

Answer:  Interconnections are expected to be handled by the transmission owner where the physical interconnection occurs.   Grid West’s role in providing dispute resolution or technical support has yet to be defined.

(e) Will facilities inclusion be as important an issue for Grid West as it was for RTO West?

Answer:  Many of the issues raised in the past will still need to be addressed, however, it appears some of the more challenging difficulties associated with retail access may be easier to resolve under the Grid West approach to interconnection. 

(f) How will Grid West facilitate wind power development in the region?

Answer:  De-pancaking of new and additional service, the day-ahead redispatch market, and the rights reconfiguration market should make it easier for wind developers to make resources available to potential customers.  Within the consolidated control area, there also will be contingency reserve and balancing markets, which should assist wind developers in making their projects viable.

5. Key challenges facing Grid West proponents? How can FERC help?

(a) Where is Grid West on the federal-state jurisdictional flashpoint? How are WUTC approval concerns being addressed (or not)?

Answer: 

(b) What are the key milestones, decision-points-off ramps?

Answer: During the development process, off ramps are related to major decisions points and funding commitments to move along the decision path towards an operational entity:  

Decision Point #1:  Assess the Articles and Bylaws of the Developmental entity and the Operational entity, adopt the Articles and Bylaws of Developmental entity, and decide to fund activation and development of the Developmental corporation.

Decision Point #2:  Decide to fund negotiation and offer period, elect Developmental Board.

Decision Point #3:  Developmental Board offers Transmission Agreement to eligible participants.

Decision Point #4:  Eligible participants execute the Transmission Agreement, Operational Board is elected and funding is implemented for operational startup.

After an entity makes the decision at Decision Point #4 to sign or not sign the Transmission Agreement, then the next step is regulatory approvals, followed by preparing for initial operations.

After operations are under way, participants have withdrawal rights, and as the beginning state moves forward with added functions, decisions to make major changes will be made according to the “Special Issues” list process.

Before the entity is operational, if along the way the decision is not positive to move ahead with actions to reach the next Decision Point, then the process would have to change or discontinue.

6. Next steps:  Plan for seating Independent Board?  Then what?  Timeline for FERC filings, and what type of filings will these be? 

Answer:  Assuming all goes well, the target for seating the independent Board of the Developmental entity is year-end 2004.  This is at Decision Point #2.  

We don’t anticipate any FERC filings in conjunction with the seating of the Developmental Board.  The Developmental corporation is a vehicle to develop an operational transmission provider.  Once the Operational corporation is authorized to commence offering transmission services, appropriate FERC approvals will be sought.

[Note:  Silent on when and if we will seek review of proposal under Order 2000.]

DOE

1. How will the voluntary redispatch markets work? 

Answer:  The framework for operation of the day-ahead redispatch market is the subject of development work over the next six months.  Conceptually it is expected that both load and generation will be able to voluntarily offer incremental and decremental bids (incs and decs) to Grid West at the time day-ahead schedules are submitted.  Grid West will use those bids, together will load forecasts, unit status and availability, in a security constrained dispatch to produce a regionally feasible combined scheduled dispatch.  Grid West will be able to take incs and decs separately, allowing energy exchange between the willing buyers and sellers, without requiring a specific one-to-one match between buyers and sellers.

2. What is the RRG’s perspective on state property taxes being imposed on federal facilities through the IE?

Answer:  We (BPA) do not believe that implementation of the Regional Proposal would provide a basis for the states to tax federal facilities.  If federal facilities were taxed (anything more than minimal), its unlikely that BPA would go forward with participation.

3. How will the existing NW Security Coordinator be transitioned into the IE and what function and controls will the Security Coordinator have in the beginning state?

Answer:  It is expected that the Pacific Northwest Security Coordinator (PNSC) may be transitioned into Grid West.  How and when that will occur is the subject of further development of the proposal.  In addition to its current functions and controls, integration with Grid West would provide access to additional data for reliability coordination.  Data on all schedules is not presently available to PNSC. Complete data availability will enable forward-looking, analysis which cannot be done today.

4. Will control over reliability measures be the same for consolidated and non-consolidated control areas?

Answer:  A clear improvement in the area of system reliability a over today’s approach is that there will be a regional forecast of expected flows, because the proposal includes a voluntary redispatch market.  Grid West will be able to make adjustments using voluntary incs and decs to address problems that show up today in real-time as loop flow.  This will minimize the need for real-time schedule curtailments and emergency actions to keep system operations within the reliability criteria.  This approach to reliability will apply to both the consolidated and non-consolidated control areas.  

Within a consolidated control area, Grid West will be the Reliability Authority.  The extent of its authority over other control areas, whether as a Reliability Coordinator as today or with additional duties will be determined as development proceeds over the next several months.

5. How will the beginning state provide incentives to new generators to enter the market?

Answer:  Region-wide services to be offered by Grid West (day-ahead redispatch and reconfiguration markets) will increase transparency of information and assist generation developers access markets.  The use of a single queue for requests for transmission service will simplify that process.  Within the consolidated control area there will also be the ability to participate in contingency reserve and balancing markets.  Taken together these will be an improvement over the current situation.

6. Will the beginning state voluntary redispatch market provide sufficient price signals to properly site new generation and transmission projects?

Answer:  The voluntary redispatch (and within the consolidated control area the balancing market and a locational contingency reserves market) will provide locational price information, which will guide developers siting new generation and transmission projects.  While this will be an important change, the question of sufficiency will depend on the actual participation in those markets.

7. How do IPPs in the NW view the regional proposal?

Answer:  Bob Kahn will be prepared to respond to this question.

There may be a question from all three as to the level of support from public power, state commissions, and all the filing utilities.
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