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The objective of this paper is to present an objective discussion of the issues related to the merging of Commercial and Reliability Planning within a single industry organization.  For purposes of this discussion the following definitions are assumed:

Reliability Planning – determining the needs of the transmission system to reliably serve existing load obligations

Commercial Planning – determining needs of the transmission system to capture economic benefits (minimize cost of service to load), to serve expanded load, or to facilitate competition in generation supply

It is recognized that reliability and commercial planning are closely interrelated.  Commercial needs must meet reliability standards and reliability needs are based upon commercial assumptions such as import/export and generation run assumptions.

The issue:  Can reliability planning be performed objectively in an organization that also does commercial planning?  Likewise, can commercial planning be performed objectively in an organization that also does reliability planning.  (Note that the WECC organization currently does neither reliability nor commercial planning).  Is there a conflict of interest performing market and transmission activities in a single organization similar to the conflict of interest FERC has identified within vertically organized electric utilities?  Or is an organization like WECC or SSG-WI different from FERC jurisdictional organizations?

The following issues were considered in analyzing whether it is best to organizationally merge or separate commercial and reliability planning functions:

Database Maintenance

(to be developed)

Modeling and Tools

(to be developed)

Standards, Criteria and Processes

(to be developed)

Study Phase - Engineering / Economic Studies

Merging commercial and reliability planning into a single organization should not create a conflict of interest in the engineering study aspects of the work so long as a planning process is developed which is totally open to public review, input and involvement throughout the study process, is designed to create factual information, and all information used in the study is totally open.  All stakeholders or organization members must have equal ability to determine what is studied, the study assumptions and the study results.  A situation cannot exist where the organization’s staff, or a select group of its membership, can influence study assumptions and findings. A situation cannot be created where advocates of a particular commercial project (generation or transmission) can influence studies or study results (economic or engineering) for either commercial or reliability planning.  All results must be presented fairly without bias towards any particular outcome. 

Though not specific to the commercial/reliability merger issue, it may be difficult to create a totally open planning process for commercial projects, because some assumptions (contracts, etc.) may be market sensitive and may not be made public.  Planning of such projects should be left to project sponsors.  As SSG-WI did in 2003, an organization with merged commercial and reliability planning functions should be able to perform the commercial planning function on an ideal, one utility basis, to identify projects that appear “good for the region”.  Assumptions for these studies would be generic, non-specific inputs to avoid the use of project specific, market sensitive information. 

Implementation Phase - Project Advocacy

Perhaps the most difficult aspect to deal with in merging commercial and reliability studies is the aspect of project advocacy, if the organization is tasked with an advocacy role.  Advocacy, in this context, means identification of a preferred project, perhaps among competing options, and advocating its construction before regulatory bodies or other such groups.

Project advocacy will create conflicts within an organization with broad membership support such as WECC.  Among the organization’s membership, “winners” and “losers” will be created.  It will be difficult to agree on study conclusions and recommendations as a new project shifts the ability or inability of energy suppliers to access new markets.  This is true primarily for commercial projects, but it may also be true for reliability projects.  

Generally, reliability projects are constructed to serve reliability needs for load service for several years into the future.  This creates unused capacity in the near term.  With open transmission access, this “new” added capacity is to be made available to others uses until needed by the Transmission Owner.  Depending upon how this capacity is made available, this may cause there to be “winners” and “losers” associated with a reliability project. 

Not having a project advocacy role could make a merger of commercial and reliability planning more acceptable.  

Efficiency of staff use

In general, it should be more efficient from a manpower perspective to merge commercial and reliability planning functions, however the gains may not be as great as might be expected.  It should be recognized that the tools and databases used for the two functions are different and require different expertise.  Reliability analysis is primarily an engineering function whereas commercial planning involves both engineering and economics expertise.  The efficiencies that might be expected need to be looked at critically.  

Organizationally, it has been suggested that merging commercial and reliability planning will eliminate committees and meetings.  Because of the different expertise required, it is likely that merging both functions into a single organization will likely result in the creation of a new “committee” or “subcommittee” within the organization, because of the different expertise required and different participant interests.  Merging functions will likely not reduce the number of committees.

The real issue:  Merging of Analytical and Advocacy Functions

The real issue in merging commercial and reliability functions may actually be an issue of merging the engineering/economic analytical function and the advocacy function into a single organization.  It may be acceptable for an organization to perform the analytical functions for both commercial and reliability planning, so long as the organization stops short of the project advocacy role.  

Commercial and reliability planning may be mergable without conflict so long as planning is limited to analytical work that is performed in a totally open process.  The advocacy function should be left to another organization, separate from the analytical organization.  Decisions on commercial projects should be left to the market place and to the sponsors of those projects.
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