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Settlements & Invoicing


1 Executive Summary

As a part of the Regional Proposal, Grid West is envisioned to provide both regional and CCA services.  Transmission Customers who use these services will be billed accordingly by Grid West.  The bills come in the form of settlement statements and invoices.  The charges found on these statements and invoices will be defined within the protocols.

Highlights of this paper include:

· Settlements will be performed using a hourly interval

· Grid West performs at least two settlements for a given Operating Day

· Initial settlement is performed at least Y
 days after the Operating Day

· Final settlement is performed at least Z
 days after the Operating Day

· Ad-hoc Re-settlements will be performed for exceptional circumstances

· Settlement statements are generated daily – they are snapshots of a given Transmission Customers net position for a given Operating Day

· Settlement statements do not initiate the payment process

· Invoices are summaries of settlement statements and are either generated weekly or monthly

· Invoices initiate the payment process

· Grid West will implement a standard Account Receivable process

2 Purpose

The purpose of this white paper is to discuss the proposed settlements and invoicing design.  Dates contained within this white paper are illustrative.  Dates may be modified later in the design process to meet the specific needs of Grid West and its Transmission Customers.

3 Background

Currently, Transmission Customers take Open Access Transmission Tariff (OATT) services from various Transmission Providers.  They are billed for the services they use.  As a part of the formation of Grid West, some Transmission Customers may take new and/or additional services from Grid West.  These customers will receive statements and invoices from Grid West for those services.  The charges for these services will be defined in the protocols.  

4 Grid West Settlements

The Grid West settlements process includes the financial settlement Grid West regional and CCA services.  This process is applicable to both new service and those taking optional Grid West services.  Anyone taking service using existing contracts and not taking additional optional market services will not receive a statement/invoice from Grid West.

Transmission settlements deals with the financial settlement of a Transmission Customers use of the Grid West managed Transmission System (GWMTS).    Charges for transmission and non-market ancillary services (e.g., Black Start, Reactive, etc.) are calculated based on the regulated Grid West tariff that has been approved by the Federal Energy Regulatory Commission (FERC). The collected funds are distributed to the transmission owners and the providers.  Transmission Settlements is concerned with the recovery of the fixed costs of the transmission system.   Transmission Customers with existing contracts already pay for the fixed costs of the transmission system.  Therefore fixed costs charges would not apply to them.  However, many Transmission Customers do not have existing transmission rights.  These companies will meet their system access requirement by paying a load-based usage charge (e.g. postage stamp rate, license plate rate, highway/zonal, etc.).  The fee will be determined in a separate design process.  Charges associated with Transmission settlements will be found on the settlement statement.

Transmission Customers meeting their System Access Requirement will have access to optional Grid West market services.  Market Settlements is concerned with the collection of charges and the distribution of payments associated with Grid West market services.  Charges and credits resulting from market services are calculated based on the regulated tariff that has been approved by the Federal Energy Regulatory Commission (FERC).  These services include:

· Reconfiguration Service

· Reserve Market

· Real-Time Balancing Service

The result of both Transmission and Market Settlements is a Settlement Statement.  Grid West will produce daily settlement statements.  An Initial and Final Settlement statement will be generated for each Operating Day.  Settlement statements will include daily, monthly, and annual charges as well as any administrative and miscellaneous fees.  Each Statement are made up of two parts:  1) Statement Summary 2) Statement Detail.  Both will be posted to the Market Information System.  Transmission Customers are responsible for retrieving them.

The settlement summary is intended to provide a high-level overview of a given Operating Day.  It will include a net position for each charge type.  The settlement detail is intended to provide enough detail such that Transmission Customers can verify their charges.     

4.1 Revenue Neutrality

Grid West is a non-profit organization.  As a result, it must remain revenue neutral.  Incoming payments should be equal to outbound payments.  However, in some circumstances this may not be the case.  It is possible for Grid West to be cash positive or cash negative.  For example, <insert>.  When Grid West is cash positive, it will refund money to Transmission Customers based on their load ration share.  Similarly, when Grid West is cash negative it will uplift the balance to Transmission Customers based on their load ratio share.

4.2 Grid Management Fee

Grid West must recover the costs associated with employees, systems, and facilities that work together to provide Grid West services.  Since many of the Grid West services are optional (e.g. Reserve Market), Grid West may chose to separate the Grid Management Fee into separate categories.  Examples might include:

· Transmission Services

· Market Services

Participants using various services will be charged a fee for the use of each service.  

5 Grid West Invoicing

Settlements does not initiate the payment process.  Instead it provides a financial snapshot of a particular Transmission Customers net position on a given Operating Day.  To initiate the payment process, Grid West will generate weekly (or monthly) invoices and publish them on the Market Information System.  Each invoice will be a summary of all of the settlement statements a Transmission Customer has received since the last invoice cycle.  It is prepared on a net basis.  Each Transmission Customer is either a net payee or a net payer.  

6 Payment Process

The payment process occurs in two steps:  

First, Each Transmission Customer owing monies to Grid West will remit the amount shown on the invoice no later than the close of Business Day on the relevant payment date.

Next, Grid West will calculate the amount available for distribution to Transmission Customers.   Grid West will make payments no later than the Business Day following the invoice due date.

If a Transmission Customer does not pay in full, then Grid West will not collect enough monies to pay out all obligations.  Grid West may implement a “short-pay” process under these conditions.  The short-pay process will be designed as a part of subsequent design phases.

7 Settlements & Invoicing Timeline

Settlements occur along a fixed timeline.  In developing its settlements timeline, Grid West needs to determine how many settlements should be performed per Operating Day and when those should occur.  The formation of the settlements timeline can be a significant cost driver.  Timeline decisions impact staffing levels and complexity.  As Grid West develops its settlements, several factors should be considered:

· Metering scope (centralized vs. decentralized)

· Payments/cash flow

· Quality of meter data

· Disputes timeline 

· Credit impact

· Staffing impacts

RTOs/ISOs perform multiple settlements per operating day for several reasons. The primary reason is because the inputs into the process change over time.  For example, meter data may initially be estimated and later updated with actuals.  Once the RTO/ISO has more accurate data, it typically executes another settlement run for the same Operating Day.  However, a Transmission Customer is billed for the differences in quantity between the estimates and actual.  If the metered value does not change, the Transmission Customers final bill would be zero.  

Additionally, participants are often concerned with risk management and cash flow.  They want to understand their net position as soon as possible.  Moreover, generators want to get paid for their services in a timeline manner.  

These interests are often at odds with one another.  Timeliness and accuracy are tradeoffs.  Most RTOs/ISOs have at least three settlements per Operating Day and the trend is to perform the initial settlement within 10 days of the Operating Day.  However, Grid West does not support retail metering and meter data is an input to only one service (Real-Time Balancing Service).  Therefore, Grid West can likely initially operate the market with only two settlements per Operating Day.  Finally, since there are no financial markets (e.g. virtual bidding, financial transmission rights), cash flow is likely less of a concern.  A 10-day settlement window may be acceptable to the parties involved.  

The following is an example of a potential Grid West settlement timeline:
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8 Roles and Responsibilities

	Timeline
	Grid West Transmission Customer
	Grid West

	By two-days after the Operating Day 
	· Submit hourly meter data

· Submit hourly load meter data
	· Validate meter data

	OD + 10 CD
	· 
	· Perform Initial Settlement

· Generate Statement Summary

· Generate Statement Detail

	OD + 10 CD
	· Download statement
	· 

	OD + 20 CD
	· Submit dispute (if required)
	· 

	OD + 23 CD
	· 
	· Post dispute status

	OD + 50 CD
	· 
	· Post dispute response

	OD + 55 CD
	· 
	· Perform final Settlement

· Generate Statement Detail

· Generate Statement Summary

	OD + 55 CD
	· Download Statement
	· 

	OD + 65 CD
	· Submit dispute (if required)
	· 

	OD + 68 CD
	· 
	· Post dispute status

	OD + 95 CD
	· 
	· Post dispute response


9 Market Benchmarks

A comparison of the proposed settlement process with other RTO/ISO is given in below:
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10 Technology Solutions

The primary applications associated with the settlement & billing process are:

· Settlement System (which incorporates Tariff Billing charges)

· Credit Risk Management System

· Market Information System

11 Organization Requirements 

The following table highlights the organization requirements for the operation and support of the settlement & billing process:

Table 10.0: Staff Requirements

	Division
	Department
	Role
	Responsibility

	Market Operations
	Settlements
	Manager
	· 

	Market Operations
	Settlements
	Analyst
	· 

	IT Operations
	Application Support
	Manager
	· 

	IT Operations
	Application Support
	Analyst
	· 


12 Cost Drivers 

The primary cost drivers for Settlement include:

· Settlement frequency

· Number of charge types

· Separation of Tariff Billing for Market Settlements

· Dispute process 

13 Design Issues for Further Discussion 

· Paying Agent
Appendix A:  Sample Statement Summary

14 Appendix B:  Sample Statement Detail

15 Appendix C:  Illustrative Charge Type Matrix

	Service
	Sub-Service
	Charge Type
	Data Requirements

	Reserve Service

(Consolidated Control Area)
	Regulation
	Regulation Up Capacity Payment to MP
	· Awarded Regulation Up Offers

· Regulation Up Clearing Price

	
	
	Regulation Charge
	· Participant Regulation Requirement

· Regulation Up/Down Clearing Price

	
	Non-Spinning Reserve
	Non-Spinning Reserve Capacity Payment to MP
	· Awarded Non-Spinning Reserve Offers

· Non-Spinning Reserve Clearing Price

	
	
	Non-Spin Charge
	· Participant Non-Spin Requirement

· Non-Spin Clearing Price

	
	Spinning Reserve
	Spinning Reserve Capacity Payment to MP
	· Awarded Spinning Reserve Offers

· Spinning Reserve Clearing Price

	
	
	Spinning Charge
	· Participant Spinning Requirement

· Spinning Clearing Price

	
	Black Start Service *
	Black Start Payment to MP
	· Black Start Contract Amount

	
	
	Black Start Charge
	· Total Black Start Payments

· Participant Load Ratio Share

	Real-Time Energy Service

(Consolidated Control Area)
	Real-Time Energy Service
	Real-Time Energy Payments to MP
	· Awarded Offers by Participant

· Real-Time Locational Price

	
	
	Real-Time Energy Charge
	· Real-Time Locational Price

· Dispatch Instructions

· Generation Meter Data

· Load Meter Data

· Dead band

· Uninstructed Deviation Penalty

	System Access Requirements
	N/A
	System Access Charge
	· Company Rate
· Scheduled MWh

	Reconfiguration Service
	Reconfiguration Service
	Reconfiguration Payment
	· Awarded Offers by Participant

· Market Clearing Price

	
	
	Reconfiguration Charge
	· Awarded Bids by Participant

· Market Clearing Price

	
	
	Surplus Revenue Distribution to R3A 
	· Surplus Revenue

· R3A


� Y depends on when meter data is available.


� Z depends on when the initial dispute period ends
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