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Background
Electric utilities throughout much of the Western United States administer separate tariffs and balancing authorities, outside of a regional transmission organization (RTO) and/or regional electricity market.  The notable exception is the California ISO, who has operated an RTO since 1998, and  is the only RTO operating in the western United States. While there have been several attempts to form a regional transmission organization/electric market outside the CAISO across the West, those efforts have failed.  Recently, however, there appears to be momentum behind market across the west.  There are efforts to expand the services offered by CAISO,[footnoteRef:1] through the Western Energy Imbalance Market, and there are discussions about forming new RTOs as well.   [1:  The EIM, which CAISO introduced in 2014, provides a real-time balancing market for intra-hour energy to participating entities outside of CAISO’s traditional footprint. To date, eight entities have joined this market, and the ISO is currently exploring how it might expand its EIM market to offer a day-ahead market outside of California.] 

Many of the issues that this committee has been asked to address concern cost allocation, tariffs, transmission planning, and coordinating these processes across multiple transmission systems owned by different entities.  If an RTO/market is designed correctly, it has the potential to address each of these issues, to varying degrees.  Accordingly, this policy subcommittee put forth the following principles to aid in the decision-making framework on this issue.
Principles
1. The present real-time EIM, and even the current conception of the geographically expanded day-ahead market, would not by themselves streamline the issues new generators face when trying to coordinate long-term transmission service across multiple transmission providers.  It would likely assist with integration costs, but it would not address the need to coordinate multiple transmission requests.  
2. A full RTO is more favorable from a developer’s perspective because it would: 1) eliminate the need to coordinate transmission service requests across multiple tariffs, 2) possibly reduce or eliminate pancaked transmission rates, and 3) likely reduce integration costs.  A full RTO does not currently exist outside CAISO, however.  
3. While many of the general benefits of markets are well understood, the costs can be significant and at present have not been meaningfully studied.  
4. The costs and benefits of any market, whether the EIM or a full RTO, can also be idiosyncratic, depending market design, connectivity, scale and proximity.  
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