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RTO West Pricing Proposal
Pricing 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 pricing in its Stage 2 filing to FERC.

The RTO West pricing proposal focuses on several goals:

· Avoid Price Increases and Cost Shifts

· Eliminate Transmission Rate Pancaking

· Honor Existing Contracts

· All Users Pay Some Fixed Costs

· Most of the fixed costs paid by load based access fees

· Export fees and congestion surplus contribute to fixed costs

· Minimize Use of Volumetric Rates
RTO West will offer Transmission Services in various forms

· Transmission Use Service – for new or incremental service and for service under converted agreements and obligations.
· Non-Converted Transmission Service – which will be taken only by participating transmission owners to meet their responsibilities under pre-existing transmission agreements and obligations
· RTO West will implement the following charges that apply to both services:

· Grid Management Charge (GMC) 
· Losses and congestion cost

· Ancillary Service charges for services not self-supplied

Converted Service

· A pre-existing customer who chooses to convert an agreement becomes an RTO West Transmission Customer

· Converting customer either becomes a Scheduling Coordinator or hires one to schedule transmission services

· When a customer converts a transmission contract to RTO service, the customer pays either the Company Rate or Transfer Charge

· Company Rate – applies to Network type agreements

· Based on PTO’s embedded cost

· Transfer Charges – applies to Point-to-Point type agreements

· Based on agreement's pricing provisions

· May adjust during Company Rate Period if PTO opts for adjustments option at start-up

Non-Converted Service

· A pre-existing customer who chooses not to convert its contract remains a customer of the PTO provider
· PTO will meet Scheduling Coordinator obligations for services under the non-converted pre-existing transmission agreement.  

· PTO’s customer may have no relationship with RTO West. 

External Interface Access Fee

· Fee based on System Average Rate (“Postage Stamp”)

Charged to all schedules from inside or through RTO West to external (export) points not covered by pre-existing contract

Replacement Revenue Pool

· A replacement for pre-RTO short-term and nonfirm revenues
· Revenues from External Interface Access Fees

· Net surplus from Congestion Management 

· FTO Auction Revenues

· Congestion clearing over/under collection

Revenue Recovery Target 

· Average of short-term and nonfirm calendar year revenues from 1999 until the last full calendar year prior to RTO West’s filing for prices at service commencement.

· Plus revenues from long-term contracts expiring during the Company Rate Period.

· If there is a sustained under or over collection of the Revenue Recovery Target, a Backstop Recovery Mechanism is triggered.


Page 1 of 2
April 16, 2002


Page 2 of 2
April 16, 2002

