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RTO West Congestion Management 

Congestion management is one of the eight functions that the Federal Energy Regulatory Commissions’ Order 2000 requires that regional transmission organizations must address.  The following is a brief description of the RTO West proposal on congestion management in its Stage 2 filing to FERC.

Congestion occurs when demand for power results in power flows beyond what the transmission system can physically handle.  At times, some power can’t be delivered.  Even worse, power overloads could lead to transmission system failure and power outages.

RTO West will manage congestion by shifting or “redispatching” generation used to serve load to reduce the loading on constrained transmission paths.  Here’s how it would work. 

Service to each load will be identified on a schedule that will specify where the power will be inserted onto the transmission system and where it will be withdrawn to serve the load.  Where transmission schedules span one or more congested paths, RTO West will use a system in which power generators will (on a voluntary basis) provide hourly bids indicating the price that they are willing to either increase or decrease their output.  When RTO West receives all the schedules it will estimate the resulting congestion and determine the most economical redispatch that will clear the congestion.  The cost of clearing the congestion is then translated to prices specified at each location so that each user’s congestion clearing cost can be calculated by applying the difference between the withdrawal price and the insertion price to the scheduled amount.  As long as the entity requesting the service is willing to pay the difference between the locational prices, the load will be served.

Customers that have pre-existing transmission rights will receive credits from RTO West for the entire amount of the congestion charge for use within the footprint of the original right or contract so that their pre-existing rights will not be altered.  No money will change hands.  Transmission owners that issued the pre-existing transmission rights will guarantee to RTO West to provide enough transmission facilities (along with other transmission assets if needed) to meet its pre-existing transmission obligations.

Transmssion users may also purchase Financial Transmission Options (FTOs) to protect against congestion costs.  FTOs are, in effect, negotiable instruments valued at the differential in locational prices at specified locations.  FTOs can be resold or used to receive credits against congestion charges anywhere on the system.  Pre-existing transmission rights cannot be resold but they can be converted to FTOs.  RTO West will also auction FTOs for any unused capacity on the system.  

In addition to congestion management, RTO West pricing and planning are also important to managing congestion.  For more information, please see the papers on these topics.
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