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Question 1

Question:  What is RTO West?

Answer:  RTO West is a proposed regional transmission organization that a coalition of utilities in the Northwest United States and British Columbia are working to develop.  RTO West would consolidate operation of the region’s multiple electric transmission systems under a single operator.  The coalition includes Avista Corporation, Bonneville Power Administration (“Bonneville”), British Columbia Hydro and Power Authority, Idaho Power Company, the Montana Power Company, Nevada Power Company, PacifiCorp, Portland General Electric Company, Puget Sound Energy, Inc., and Sierra Pacific Power Company (the “RTO West Filing Utilities”).  Many regional stakeholders are also participating in the RTO West development process.

Question 2

Question:  What kind of an organization will RTO West be?

Answer:  RTO West will be a non-profit corporation organized under state law that will be (1) independent of energy market participants and (2) designed to support participation of all transmission owners, including governmental entities, vertically integrated investor-owned utilities, and for-profit transmission-only entities (known as independent transmission companies or “ITCs”).  RTO West is expected to include an ITC participant to be formed under the name “TransConnect LLC.”

Question 3

Question:  Who has authority over the operations of RTO West?

Answer:  As a non-profit corporation governed under state law, RTO West will be under the management authority of a nine-member independent board of trustees (the “RTO West Board”)  elected by RTO West member representatives.  In addition, RTO West will be obligated to comply with the provisions of the Transmission Operating Agreements it signs with participating transmission owners.  RTO West will also be subject to the authority of the Federal Energy Regulatory Commission (“FERC”) because it will be a “public utility,” as that term is defined under the Federal Power Act.  (FERC authority would cover issues such as the rates, terms, and conditions of transmission service provided by RTO West.)

Question 4

Question:  How are the trustees serving on the RTO West Board chosen?

Answer:   Members of the RTO West Board are elected and removed by the “RTO West Trustee Selection Committee” whose representatives are chosen from among RTO West’s stakeholder members.  To serve on the RTO West Board, a trustee must:  (a) meet criteria concerning financial independence from energy market participants as specified in proposed bylaws for RTO West; and (b) receive the votes of at least 24 of the 30 members of the RTO West Trustee Selection Committee.  
The RTO West Trustee Selection Committee is made of up 30 members.  There will be five member classes in RTO West for purposes of choosing members of the RTO West Trustee Selection Committee.  Each member class will be entitled to elect six representatives to the RTO West Trustee Selection Committee.  The five classes of members for electing representatives to the RTO West Trustee Selection Committee are:  (1) the major transmitting utilities class; (2) the transmission-dependent utilities class; (3) the nonutility entities class; (4) the retail customer class; and (5) a class made up of state and provincial energy authorities, tribal utility regulatory authorities, and unaligned entities (which could include various types of public interest organizations).

Question 5

Question:  How was the choice made to constitute RTO West as a non-profit corporation?

Answer:  The choice to form RTO West as a non-profit corporation resulted from a wide array of considerations.  One of the most fundamental of these was to enable governmental entities, such as Bonneville and various state-based public power agencies, to participate in RTO West if they so desired (in addition to FERC-jurisdictional investor-owned utilities).  Another central concern was that the governance of RTO West meet the independence requirements of FERC’s rules for regional transmission organizations (Order 2000).  Useful background information on potentially workable approaches had been developed during the two-year collaborative efforts (from 1996-1998) of many western participants to form an independent system operator known as IndeGO. 
 In addition, a committee of lawyers for the RTO West Filing Utilities and other interested stakeholders developed a comprehensive analysis of potential governance forms in early 2000.
  During the RTO West development process, there were numerous workshops and meetings (open to the public) held to discuss, in detail, the best approach for RTO West governance.

Question 6

Question:  How will RTO West be responsive to the citizens of the region served by RTO West?

Answer:  There are several ways in which citizens and other interested parties can influence and participate in the activities of RTO West.  Among these are:  (a) participation as a member of the RTO West corporation; (b) attending meetings of the RTO West Board, RTO West membership, and Board Advisory Committee (all of which are open to the public); and (c) becoming a member of the RTO West Trustee Selection Committee. 
[BPA questions and comments:  Is participation as a member feasible if a citizen must pay the $1000 annual fee?  Not a citizen per se, but even small businesses can seek to waive or reduce the $1000 fee.  Citizens should have opportunities to engage through local entities – PUDs, Chambers, businesses, etc.)[Individual consumers may become members, according to the bylaws; but the board has the authority to waive or reduce membership fees only for legitimate public interest participants]]
· Under state law, the trustees of a non-profit corporation have on-going duties of care and loyalty.  These duties require the trustees to avoid conflicts of interest and manage the corporation in best interests of the corporation and its members.  Members have the right to legally enforce the trustees’ duties of care and loyalty.

· In addition to the provisions of state law, under the proposed Bylaws for RTO West, members of RTO West have rights to:  (i) elect and remove members of the RTO West Trustee Selection Committee; (ii) be members of the RTO West Board Advisory Committee; (iii) amend the RTO West Articles of Incorporation; and (iv) amend RTO West bylaws provisions.  Members also are entitled to resolve disagreements under the RTO West bylaws through an alternative dispute resolution process.  An RTO West member can indirectly influence the composition of the RTO West Board through its rights to elect RTO West Trustee Selection Committee representatives.  Members can also address issues to the RTO West Board through participation on the RTO West Board Advisory Committee.

· RTO West Trustee Selection Committee members have the ability not only to elect trustees, but also to remove trustees without cause (by a vote of at least 24 members of the RTO West Trustee Selection Committee) or with cause (by a vote of at least 20 members of the RTO West Trustee Selection Committee) [BPA comment:  under what timeframe?].  By this power to elect and remove trustees (whose terms are staggered so that one-third of the RTO West Board members’ terms expire each year), the RTO West Trustee Selection Committee has the power to assure that the RTO West Board is responsive to the needs and input of RTO West members.

· Any member of the public (as well as RTO West members) can attend RTO West Board meetings and member meetings (except with respect to particular areas, such as litigation or personnel matters, for which meetings may be closed).

Question 7

[Additional question and answer (with discussion) proposed by BPA]
Question:  Why not govern RTO West by elected or appointed public officials?
Answer:  RTO West is an independent nonprofit entity.  The role of the RTO West Board is to ensure the RTO, as a business, is viable, as well as serve to facilitate a neutral role in policy-making (such as planning and expansion), that affects the Northwest. [I think we need to work more on this.  Business expertise, commitment to the business of transmission (rather than the well-being of any particular market participant), limitations on public officials authority to sit on private or non-profit boards, etc.]
The membership structure for RTO West was modeled in part on other industry organizations such as NRTA, WRTA, etc.  One of the lessons learned from the California ISO was to create an independent Board whose interests are focused on making the RTO successful, but that doesn’t favor any individual stakeholder group.
Question 8

Question:  How will RTO West be responsive to the needs of customers served by RTO West?

Answer:  Customers, like other interested parties, have the option to become members of the RTO West corporation (the advantages of which are briefly described under Question 6 above).  In addition, the RTO West transmission service tariff will have a dispute resolution process through which customers can resolve their service-related disputes with RTO West.  Finally, customers will be able to intervene in proceedings at FERC related to RTO West and take advantage of any applicable complaint procedures under the Federal Power Act.
Question 9
[Additional question proposed by BPA]

Question:  What authority will FERC have to change regional accommodations outlined in the RTO West Transmission Operating Agreement?

Answer:  
Question 10
Question:  If Bonneville participates in RTO West, will its ability to carry out its statutory functions and treaty obligations be impaired?

Answer:   Bonneville’s participation in RTO West would be through a comprehensive contractual arrangement – the RTO West Transmission Operating Agreement.  The RTO West Transmission Operating Agreement has been carefully crafted to ensure that Bonneville’s statutory responsibilities and treaty obligations will continue to be carried out.  Where RTO West is to implement such functions, performance standards have been included in the Transmission Operating Agreement.  Bonneville has the ability to terminate the agreement if its standards are not being met.  Bonneville will retain all of its current authority to establish revenue requirements for its transmission facilities as well as power rates through its statutory ratemaking process.

Question 11  (BPA suggest move to separate Q&A sheet)
Question:  What problems are there in our region that RTO West will help address?

Answer:   Among the problems relevant to our region that RTO West will help address are:

· Inefficient pricing of transmission services due to “rate pancaking”
· Transactional burdens associated with multi-system transfers
· Lagging investment in vital transmission infrastructure and need for better regional coordination of transmission planning for cost-efficient results
· Increasing transmission system congestion, which is currently managed primarily through service curtailments, resulting in cost consequences to transmission providers and customers, even when the causes of congestion may be external to the transmission providers’ facilities
· Growing concerns about future system reliability
· Lack of clear market signals concerning the location of new generation, which may at times result in siting decisions that increase congestion problems on the transmission system
· Need for improved market power monitoring and mitigation of regional power markets
· Need to have seamless interfaces with neighboring systems that are also moving to a regional transmission organization structure (California ISO and WestConnect)
Question 12 (BPA suggest move to separate Q&A sheet)
Question:  What is the RTO West approach to congestion management?

Answer:   The RTO West congestion management approach has been developed to mesh with the operational characteristics of the loads, resources, and transmission system within the RTO West service area.  The RTO West congestion management system has been carefully designed to preserve existing customers’ and utilities rights to use the transmission system (so that those rights are neither expanded nor diminished).  It recognizes the long history of cooperative operations and hydro-thermal coordination in our region.  At the same time, the congestion management system will send appropriate price signals concerning customers’ transmission use because congestion charges will be based on the calculation of locational, bid-based prices at each bus on the RTO West transmission system.  For those who do not have pre-existing transmission rights (or those who wish to convert their rights to the more flexible variety issued by RTO West), there will be option-type rights available to enable customers to obtain financial hedges against congestion charges.  The congestion management approach developed for RTO West reflects many years of hard work and analysis, and builds on earlier work done on the IndeGO project.  While similar activities have been occurring nationwide, both the RTO West effort and its predecessor IndeGO have been local in nature, focused on Northwest needs and lead by Northwest parties.

�  The IndeGO governance proposals were based on an extensive analysis of organizational alternatives for Northwest transmission restructuring, carried out under the auspices of the Pacific Northwest Utility Conference Committee (PNUCC).  The PNUCC report became part of the Regional Review conducted by the Governors of Oregon, Washington, Idaho and Montana in 1996, which recommended a not-for-profit approach to governance.  The PNUCC report is available on the RTO West Website at: http://www.rtowest.com/doc/PNUCCReport_Mar291996.pdf





�  A matrix with the results of this analysis is available on the RTO West Website at:


http://www.rtowest.com/doc/Non-Profit-ISO-Matrix.pdf
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