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· Problem Statement
It is a generally-held belief that monitoring the wholesale transmission and power market in order to avoid anticompetitive behavior or market abuse and in order to mitigate unintended market design inadequacies is valuable to market participants and consumers, as it would improve market efficiencies and lower the overall cost of electricity.  

Currently, market monitoring in the western interconnection is only being done in California.  As a result, the approach to monitoring is focused on the conditions, design concepts and issues that are particular to the California market.  This view of markets is therefore not comprehensive and reflective of the differences that characterize the entire western interconnection.  By way of example, the California market is a net importer of energy; generation located in state is primarily fossil-fueled; the energy crisis of 2000-2001 and resulting litigation has greatly affected market rules and relationships among market participants, etc. 
While it is expected that the Federal Energy Regulatory Commission, along with state regulatory authorities in the west, will eventually require some form of market monitoring, the lack of formal transmission organizations throughout the west has stymied the establishment of standardized markets and logically, monitoring entities.  

· Baseline Description

· Status quo
· Arguably, the lack of market monitoring cost the western interconnection somewhere between $____ and $____ as a result of market manipulation during the 2000-2001 time frame.
· Known and measurable changes
· The SSG-WI west-wide market monitoring effort is most likely to accomplish the two-year pilot project before Grid West becomes operational and may possibly be in the beginning stages of implementation. 
· Potential CCA Approach or GW Approach (Beginning State)
The market monitoring function envisioned by Grid West has not evolved beyond that developed for RTO West.  That said, there appears to be a general comfort level with the RTO West Stage 2 approach that would probably be adopted in large part by Grid West.  The basic elements envisioned for marketing monitoring by Grid West include:
· The establishment of an independent Market Monitoring Unit (MMU).

· The MMU would have the responsibility of executing a Market Monitoring Plan which is in compliance with FERC’s Order 2000.
· The MMU would monitor RTO markets, i.e., markets that are operated and administered by the RTO.

· The MMU would have access to date available as a result of the normal course of business.

· The MMU would develop market indices and screens, as tools, in order to monitor the market.

· The MMU could recommend but could not impose without specific authority, penalties or price mitigation measures.

· The MMU would have a reporting function to the Board of Trustees, and other applicable authorities.

· Potential Alternative Approaches (Descriptive rather than analytical)
The Transmission Issues Group (TIG) has established a “Charter for Pacific Northwest Market Monitoring” which is intended to investigate the wholesale power and transmission markets in the Pacific Northwest using wesTTrnas.net data, analyses performed by NTAC and data used/generated by the Pacific Northwest Security Coordinator.  This entity is envisioned to be established under the Northwest Power Pool and not be FERC-jurisdictional.  The ability for this entity to secure data will be treated as a condition of service under Open Access Transmission Tariffs or as part of standard agreements with OATI (the vendor for wesTTrans). 
· Analytical Questions Affecting Results
· Related Efforts
The SSG-WI marketing monitoring workgroup is pursuing funding for a market monitoring pilot project which would be used to define the potential benefits that could result from a west-wide market monitoring entity.  This project is expected to be defined and funded in time for a kick-off workshop in September 2005.  The project is intended to be used to demonstrate the value that a MME will bring to the wholesale marketplace without duplicating subregional market monitoring or undermining subregional market monitors. 

The west-wide market monitor is assumed to be a FERC-jurisdictional entity, however, there is interest by some to test this assumption.
· Analysis Design/Performed – none at this time.
· Generation Operational Efficiency
Market monitoring is anticipated to encourage competitiveness in the marketplace and apply downward pressure on the cost of electricity.  This is expected to be accomplished by establishing ex ante market metrics and rules that report on market conditions and impose parameters to mitigate extreme events. 
· Generation Construction

· T&D Construction
· Transaction Costs
Market monitoring may reduce the administrative costs associated with market participants’ reporting and filing requirements.  By way of example, the FERC has in the past, relaxed the standard for testing market power for market participants who transact in regions where FERC-approved RTOs or ISOs are in place. In fact, the Commission’s generation market power analysis, the Supply Margin Assessment (the interim replacement for the original and traditional “hub-and-spoke” analysis, provided a blanket exemption for sales into ISO/RTO markets with Commission-approved market monitoring and mitigation plans.  With the issuance of an order on April 14, 2004 (AEP Power Marketing, Inc., et al., 107 FERC 61,018 (2004), the Commission replaced the definitive market screen with two “indicative” screens for assessing market power which extended the use of indicative screens to entities operating within ISO/RTOs.  However, this order does allow participants in ISO/RTO markets to report to the Commission that the mitigation imposed by the ISO/RTO effectively eliminates the ability to exercise market power.  The Commission also allows market participants to use an ISO/RTO-wide geographic market (with central unit commitment and dispatch protocol) as the relevant geographic market for the determination of market power.
The market design envisioned by Grid West, which will evaluate available transmission capability on a flow-basis, may simplify the preparation of market power analyses by making broadly available, standardized transmission limitation information, i.e., simultaneous transmission import capabilities into and out of the relevant geographic market for market participants.  Standardization of information and the manner in which information is prepared and reported has proven problematic in the past. 
The voluntary consolidation of control areas, anticipated for at least some of the Grid West participants, could enable the use of that footprint as the relevant geographic market as a result of implementing a centralized energy imbalance market. 

· Broader economy

Reduced or mitigation of market abuse will have a positive impact on the macro economy.  In short, the expectation is that effective market monitoring will enhance competition and lower the overall cost of power.  
There will be an administrative cost to the monitoring effort, however.  The cost of this function for the Grid West footprint has not been estimated, however, other RTOs/ISOs have reported their efforts as costing in the range of $_________________________.

· Reliability
· Potential Distributional Issues
· Comparability

· Cost Shifts

· Implications, dynamics, consequences, improvements, unintended consequences, opportunities

· Cost shifts, wealth transfers, distributional effects, perceived 

· If possible, consider a range for assumptions, test sensitivities
· Economic and Qualitative Benefits (Range)

