Western Governors’ Views on Solving Western Electricity Issues
Western Governors have typically addressed complex regional issues by emphasizing the need for collaborative solutions developed through government and private sector partnerships. Governors also believe that the best solutions are those that are developed by parties in the West.  Since the 2000-2001 Western electricity crisis, Governors have systematically applied these approaches to foster the development of solutions that will avoid a repeat of the crisis. 
   For example:
· Reliability: Since the 1990s, Western Governors have been partners with the Western industry in advocating federal reliability legislation that meets the needs of the region and they have asked WECC to develop a plan to implement such legislation. (WGA Resolution 03-27)
· Resource Adequacy:  Western Governors “request that the Committee on Regional Electric Power Cooperation, the Western Electricity Coordinating Council, and the Seam Steering Group-Western Interconnection assist in the development of a comprehensive assessment of whether there will be sufficient generation and demand response resources to meet electricity demand, sufficient transmission to move generation to load, sufficient natural gas resources and infrastructure to fuel natural gas power plants, and sufficient energy and infrastructure to avoid extreme scarcity, high prices, and the ability of market participants to exercise market power. Such analyses should assume normal and abnormal weather conditions, including drought and extreme temperatures. Such analysis will be valuable to both policy makers and market participants.” (WGA Resolution 03-19)
· Transmission Planning:  Western Governors “urge the industry, states, provinces to implement immediately a pro-active Western Interconnection transmission planning process.” (WGA Resolution 03-19) In 2003, the Governors of Wyoming and Utah launched the RMATS sub-regional transmission planning effort to kick start pro-active transmission planning in that area.
· Transmission Expansion: Western Governors have supported “the early formation of cost-effective Regional Transmission Organizations (RTOs) in the West to identify and facilitate needed expansion of the transmission infrastructure” and urged “the RTOs to address at an early stage any factors that may inhibit investment in transmission expansion in the West, including definition of the property or financial rights that accrue to a market participant making a transmission infrastructure investment.” (WGA Resolution 03-19)
· Transmission Permitting:  Twelve Western Governors, the Premier of Alberta and four federal agencies have executed the WGA Transmission Permitting Protocol that provides for collaboration among state, provincial and federal agencies in the review of proposed interstate transmission lines. 
· Data:  Western Governors urge the creation of a centralized grid-wide database that tracks prospective demand, and tracks generation and transmission facilities under construction and support efforts to ensure the availability of information on loads, transmission, and generation where necessary for ensuring the adequacy, efficiency and reliability of the grid. (WGA Resolution 03-19)
Western Governors have recognized that states need to be better organized to participate in the development of solutions to regional electric power challenges.  In December 2002, the WGA lead Governors for energy urged their colleagues to consider formation of a more formal regional electricity decision-making process. The Governors directed that the idea be explored.  In late 2003 and early 2004, the Committee on Regional Electric Power Cooperation (CREPC)
 undertook such an evaluation in five areas:  reliability; resource adequacy; market monitoring; transmission planning and expansion; and transmission permitting.  CREPC found that at this time, the West does not need the formality of an interstate compact, nor is there a need to transfer any state-level authority to a regional body. However, there is an urgent need to enhance the regional electricity function of the states and provinces. 
 CREPC’s recommendation was based on the assumption that the Western electric power industry would have in place robust institutions to address reliability and commercial issues and that the expanded capabilities of the states would be used to effectively participate in the activities of such institutions.  The Governors accepted CREPC’s recommendation in June 2004 and directed CREPC to develop a recommendation on how to financing the enhanced state/provincial capabilities on a sustained basis.
At the December 3 WGA meeting, concerns were expressed that the underlying assumption that there will be robust institutions to address reliability and commercial issues may be wrong.  It was noted that budget problems at the West’s reliability organization, WECC, are limiting the capability of that institution to manage data for transmission planning and expansion work, that RTOs have not formed as expected, and that SSG-WI was not a formal organization and was having increasing difficulty fulfilling its role in addressing issues such as interconnection-wide transmission planning and market monitoring.  As a result, the Governors adopted the following motion: 
“To ensure adequacy and affordable supplies of electricity, Western Governors believe the region must develop and sustain the capability to address and resolve regional electric power issues on its own. This requires ensuring that states and provinces in the Western Interconnection have the capability to help shape solutions appropriate to the region.  It also means that the Western electric power industry needs to have in place effective institutions to address both reliability and commercial regional electric power issues.  We direct the WGA staff, in consultation with the Western Interstate Energy Board’s Committee on Regional Electric Power Cooperation, to monitor the status of the Western electric power industry’s capacity to address regional electricity issues.  We further direct the WGA staff report to the Governors prior to their March 1 meeting.”


In its report for the Governors’ December 3 meeting, CREPC included the following table that indicates that limited progress has been made since the Western electricity crisis in putting in place the institutional structure necessary to avoid future crises. 
Institutional Landscape

	2000
	End of 2004
	Comments

	Reliability Standards

	· No mandatory standards

· WSCC contract-based Reliability Management System (RMS) covers all but ten control areas
	· No mandatory standards

· WECC RMS covers all but nine control areas
	· No change between 2000 and 2004 except for the inclusion of some new standards 

· No federal legal backstop to enforce reliability standards

	Resource Adequacy

	· WSCC peak load assessment
	· WECC peak load assessment with sensitivity analysis
	· No energy assessment (e.g., generation capabilities in drought)

· No extreme temperature assessment 

· No documentation of WECC load forecasts

· No regional adequacy standards



	Market Monitoring

	· California ISO market monitor

· No FERC market monitor

· No price caps
	· California ISO market monitor

· FERC Office of Market Oversight & Investigations (but w/o sufficient resources for detailed west-wide monitoring)

· No price caps 
	· No west-wide market monitor

· No monitoring of bi-lateral contracts (which are the vehicle for all power sales outside the CA ISO day-ahead and real-time markets)

	Transmission Planning and Expansion 

	· WSCC planning process activated in response to a proposed project
	· WECC planning process activated in response to a proposed project

· 2003 SSG-WI high-level view of transmission needs under “bookend” generation scenarios

· RMATS phase I recommendations

· STEP review of transmission expansion needs between Palo Verde and CA

· New sub-regional planning processes started by NTAC and SWAT
	· No integration of sub-regional planning efforts

· No transmission plan based on a “realistic” interconnection-wide load and generation scenario 

· Continuation of existing mechanisms to share costs of new transmission



	Regional Institutions

	· WSCC (reliability only)

· CREPC (info sharing)
	· WECC (reliability only)

· CREPC (info sharing)

· SSG-WI
	· New WECC Board but no significant change in functions 

· CREPC functions and capabilities remain unchanged

· SSG-WI has no staff, almost no budget and its future is uncertain

	LSE Integrated Resource Plans

	· Integrated resource planning moribund in most parts of West
	· New set of IRPs by IOUs in WA, ID, MT, OR, WY, UT, NV, CO, BC

· CA IOUs required to submit plans and allowed to acquire resources
	· No interconnection-wide examination of how adequate the system is if loads and resources in IRPs are aggregated

· Load and resource plans by most public power LSEs and LSEs in NM, AZ, AB are unknown



The Governors are concerned that the West may not yet be prepared to resolve challenges to the region’s ability to provide low-cost, reliable, affordable power supplies.  Failure to meet these challenges could again undermine regional economic growth and create hardship for Western businesses and citizens.  Another crisis will open the door to federalizing all electric policy decisions to the long-term detriment of the West.



� Beginning in December 2000, Western governors held an emergency meeting with industry representatives and state and federal agencies to understand the causes of the out-of-control wholesale electricity market. In February 2001, Western governors held an energy roundtable with private and public sector participants.  The recommendations from the roundtable were codified in the Governors’ Energy Policy Roadmap resolution that has been regularly updated since.  In May 2001, the Governors held a transmission roundtable with public and private members that led to a joint state/industry effort to develop the first pro-active conceptual transmission plan for the Western Interconnection. In August 2002, Governors created a joint public/private sector work group to develop a white paper on financing new transmission.


� CREPC is a joint committee of the Western Interstate Energy Board and the Western Conference of Public Service Commissioners.  The public utility commissions, energy agencies, and facility siting agencies in the Western states and provinces are eligible to participate in CREPC.  The Western Interstate Energy Board provides staff support to CREPC.
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