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Ameren Corporation One Ameren Plaza
1901 Choutean Avenue
PO Box 66149
St. Louis, MO 63166-6149
314.621.3222
314.554.4673
314.554.4014 (fax)
dhennen@ameren.com

May 3, 2002

VIA FEDERAL EXPRESS I L E D
MAy

Mr. Dale Hardy Roberts 03 2002

Secretary/Chief Regulatory Law Judge SeMisso

Missouri Public Service Commission ervloa égn’jar'ﬂbﬁc

Goveror Office Building Ll

200 Madison Street, Suite 100
Jefferson City, MO 65101

Re: In the matter of the Application of Union Electric Company
(d/b/a AmerenUE) for an Order Authorizing It to Withdraw
from the Midwest ISO to Participate in the Alliance RTO
Case No.EO-2001-684

Dear Mr. Roberts:

Enclosed for filing in the above-referenced matter are an original and eight (8)
copies of Union Electric Company’s Status Update and Motion for Continued
Abeyance.

Please kindly acknowledge receipt of this filing by stamping as filed a copy of this
letter and returning it to the undersigned in the enclosed, self-addressed, stamped
envelope.

Sincerely,

(it Abre s
David B. Hennen
Associate General Counsel

DBH:sew
enclosures
cc: Parties of Record
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FILED

BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI MAY 0 3 2007
Missogr
Se"Viceou” Pubjic
In the matter of the Application of Union CQmm‘ﬁsim'z

Electric Company (d/b/a AmerenUE) for an
Order Authorizing It to Withdraw from the
Midwest ISO to Participate in the Alliance RTO

Case No. EO-2001-684

R .

STATUS UPDATE AND MOTION FOR CONTINUED ABEYANCE

COMES NOW Union Electric Company d/b/a AmerenUE (“Company” or “UE”) and
pursuant to 4 CSR 240-2.080 hereby submits a status update, and further requests that the Missouri
Public Service Commission ("Commission") continue to hold this proceeding in abeyance until
June 1, 2002, and in support thereof the Company states the following:

After reaching an impasse in their negotiations with the Midwest 1ISO, on March 6, 2002,
the Alliance companies' and National Grid filed a petition for a declaratory order with the
Federal Energy Regulatory Commission ("FERC"). In the petition, the Alliance companies and
National Grid indicated that this was a final attempt of the Alliance companies and National Grid
to find a way to accommodate Alliance as a viable transmission business under the Midwest ISO
umbrella. Moreover, the petition requested that FERC find that the proposed policy resolutions
contained in the petition provide an appropriate basis for the participation of Alliance GridCo in
the Midwest ISO - RTO.

On April 25, 2002, FERC issued an Order On Petition For Declaratory Order granting

in part and denying in part, the Petition for Declaratory Order filed by the Alliance companies

"It should be noted that Virginia Electric and Power Company and Consumers Energy did not join in this filing
even though they are part of the Alliance companies. '




and National Grid. The Order also directed the Alliance companies and National Grid to file a
compliance filing within 30 days of the date of this order detailing which RTO petitioners plan to
join and whether such participation will be collective or individual. (See 99 FERC q 61,105) The
Order has been attached hereto as Attachment 1.

As a result of the Order issued by FERC, the Company may elect, during the 30 days
authorized by FERC, to participate in the Midwest ISO - RTO in some form, making its
application to withdraw from the Midwest ISO moot.

As such, the Company respectfully requests that the Commussion continue to hold this
proceeding in abeyance until June 1, 2002 in order to provide the Company with additional time to

make its decision on RTO participation.

Respectfully submitted,

UNION ELECTRIC COMPANY
d/b/a AmerenUE

o (LR

David Hennen, MBE #46776
Associate General Counsel
Ameren Services Company
One Ameren Plaza

1901 Chouteau Avenue

P.O. Box 66149 (MC 1310)
St. Louis, MO 63166-6149
314-554-4673

314-554-4014 (fax)
dhennen@ameren.com

Dated:  May 3, 2002




CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing document was served on the following parties
of record via U.S. First-Class Mail on this 3" day of May, 2002:

General Counsel

Missouri Public Service Commission
P.0O. Box 360

Jefferson City, MO 65102

Office of the Public Counsel
P.O. Box 7800
Jefferson City, MO 65102

Diana M. Vuylsteke

Bryan Cave LLP

Riverview Office Center

221 Bolivar Street, Suite 101
Jefferson City, MO 65101-1574

Duncan E. Kincheloe

Missouri Public Utility Alliance
2407 W. Ash

Columbia, MO 65203-0045

Lisa C. Langeneckert

Law Office of Robert C. Johnson
720 Olive Street, Suite 2400

St. Louis, MQ 63101

Robin E. Fulton

Schnapp, Fulton, Fall, Silvey &
Reid, L.L.C.

135 East Main Street

P.O. Box 151

Fredericktown, MO 63645-0151

(o

David B. Hennen




ST ‘UNITED STATES OF AMERICA - - .
- FEDERAL ENERGY REGULATORY COMMISSION . ..

Before ComrﬁiSsiancrs:_ Pat.WOc;d,-'I_II, Clia_irman';, FEERE
. William L. Massey, Linda Breathitt, -~ - .
- And Nora Mead Brownell. *.° "~ .

© Alliance Companies - ° .. " DocketNo. EL02-65-000

Ameren Services Company. -
On behalf of:

Union_Ele‘ctric COnt;aﬁy AT
Central Illinois Public Service Company

American Electric Poﬁ}éf'service Cbrparatidﬁ
-Onbehalf of:. S

Appalachian Power Company "~ : - - - .
Columbus Southcm-Power‘Comp'ar_lyf UL
Indiana Michigan Power Company - - ..

. Kentucky Power Company: ~ - = .

Kingsport Power Company -+~ *"+'© "«

" Ohio Power Company .~ - = -~ =~

Wheeling Power Company - .-

~Dayton POWCr.and'_Light C_on_ip_ahy : B

| :Exelon'Comofétion B ST T :

i On behalf of: . i . . .
Commonwealth Edison Company ' * -
Commonwealth Edison Company™.
of Indiana, Ine..  © -, |

. FirstEnergy Corpo}aﬁon S
' On behalfof: -~ -

Ainéfican Tréhéfhiss-ioﬁ'Sys_terril_s'; Inc R |
Cleveland Electric Tlluminating Power Company. -
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Ohlo Edlson Company
. Pennsylvania Power Company :
Toledo Ed1son Company

Minois Power Company
Northern Indxana Publlc Serwce Company ‘
Natio_nal Grid USA S i
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ﬁo_c';};éi No RTQI_-‘.SS,.-"OI-G o

Ameren SewmeSCOmpany T
Onbehalf.of:' : '

Umon Electnc Company . PN
Centra.l Illmms Pubhc Servwe Company_ o L

Amencan Electnc Power Semce Corporatlon
On behalf of - .

- Appalachxan Power Company
‘Columbus-Southern Power Company
. Indiana Mlchlgan Power Company
* Keéntucky Power Company :
Kingsport Power: Company
Ohio Power Company -
' Wheehng Power Company

Consumers Bnergy Company and S
Mlchlgan Elecmc Transnnssmn Company

Dayton Power and nght Company




Docket Nos EL02-65 000 T e T
and RTO1-88- 016 L

Exelon CoTPoraﬁ;)ﬁ e
On behalf Of

Commonwea]th Edlson Company
Commonwea]th Edlson Company
of Indlana, Inc L :

VFlrstEnergy Corporatlon Qo
- On behalfof o

'Amencan Transmlssmn Systems Inc ST
_ Cleveland Electric Illurmnatmg Power Company Lo
. Ohio Edison Company - . = | T
-Pennsylvama Power Cornpany
_ _Toledo Echson Company
Ilinois Power Company

Northern _.Indla.ﬂa.Pubhc-_Semcf? Company |

Virginia Elec‘tﬁc endPower Como}my' '

ORDER ON PETITION FOR DECLARATORY ORDER
(Issued Apnl 25 2002)

This order addresses a request by the Alhance Compames and National Grid USA S

(Natlonal Gnd) (collectlvely, Pe’atloners) that the. Commlssmn find that certain proposed- g Y

'Petitioners note that Virginia Electric and Power Company.and Consumers _
Energy (and its subsidiary Mlchlgan Electric Transmission Company) did not join 1n this
filing even though they are part of the' Alliance Companies.: Petitioners also note that -
American Electric Power Company (AEP), in connectton with its merger with Central
- and South West Corporatlon ‘committed to join- RTO(S) for both-its East and West . , .
- Systems, and that AEP views thlS ﬁ]mg as-a means rfor it to complete the 1mp1ementat10n L .' :

} . ‘ Lo : (contmued )
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policy resolutlons provade an appmpnate basw for the part1c1panon of Alliance i in’ the
Midwest 1SO.* The order benefits customers as it provides cextamty and directionto. = -
Petitioners and furthers the Commission's goal of’ successﬁﬂ Regmnal Transnnssmn o
Orgamzanon (RTO) development and Operatlon ' o '

Today’s order estabhshes an efﬁc1ent and effectlve framework for hybnd RTO
formation. This framework successfully captures the'benefits associated with. large L
regional RTOs and simultaneously captures. the significant benefits associated with the " -

ITC business model.. Under.the. hybrid RTO model- approved today ITCs will have the R

opportunity. to proﬁtably own and manage ‘their: mdependent transmission businesses -

through a combination of efﬁmency enhancements, *opera'oonal sérvice and contractual "
innovations; and, in general explmtmg their 51gn1ﬁeant ‘experience and insights into. the -
_efﬁment uttllzatlon and expansmn of the natlon s transnus31on mfrastructure '

We have long recogmzed that the ITC busmess ] odeI can brmg Slgnlﬁca.nt
benefits to the industry. Their for-proﬁt nature with &' focus on the. transmission business
is ideally suited to bring about 1) nnproved asset management including increased
investment, (2) improved access.to capital: markets: gwen a more focused business model
than vertically-integrated utilities, (3) development of i mnovanve services; and (4)
additional mdependence from market participants; For example under the hybrid RTO- .
mode] approved today.an ITC.may.fil€ revenue Tequirements and incentive rate
mechanisms undet section 205 after co]laboratton with'the: RTO thus ensuring rate - -
Tecovery 1ncludmg risk-based return on. investment.: ITCs ‘may-control outages and -
provide input (e.g., near-term facility- ratmgs) into the calculatxon of available -

' transmission capablhty, thus allowmg the ITC to, eam nsk-based rewards for efﬁclent
performance. : : : d T

The dec;lsmns we are makmg today regardmg 'the_dtws:on of responsxblhtles
between ITCs and RTOs are not set m stone As we'andithe mdustry gain operatmg

1. contlnued) : L
of this commitment since the Comm1ss1on s aenon w111 allow AEP to promptly make an

informed choice as between participation in an Independent Transmlssmn Company
(ITC) under the-Midwest: ISO or P.TM S

2See Appendlx C for a map of the two organ;zahons We note that Whﬂe we have
granted the Midwest ISO status as an RTO the Mldwcst IS0 has not’ changed Its legal
name. Thus, we w1ll use: "Mldwest ISO" m th}s order A _
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_expenence under thls hybnd RTO model ‘_these d1v1510ns of responsﬂ:ulrty may evolve and;_

additional opportunities may develop for ITCs.” We advise the Alliance’ Companies to

review today's TRANSLink order for a more comprehensive’ drscussron of issues related .

- to delegating of RTO functions becanse that order addresses some delegatron of RTO
functions i issues ralsed by A]hance ‘ :

Importantly, the gurdance prowded herern regardmg the rate desrg;n and delegatron o

of functions‘is ‘intended, however, to be apphcable to Petitioners regardless of whether -

they join PJM, MidwestISO or another RTO:. We also: elanfy that, if any of the Tlinois z_- .

Companies (I]11n01s Power Company, Commonweaith Edison Company, or Ameren

o Corporation) join an RTO other than the: Mrdwest 180; that company would not be"

entitled to a refund of the relevant portlon of the $6® rmlhon wrthdrawal fee: under the
Ilhnors Power Settlement L s .

T}ns order now marks the: seventh srgmﬁcant order regardlng Petltroners RTO

plans and, with the gurdance provrded below, we: expect that this order will be one of the :'f B

last to.address Petltloners RTO plans. . By ﬁhng dated March 6,2002, Petitioners
requested expedited action and styled this request as therr final attempt to find a way to.
accommodate Alliance as a viable transrmssmn busmess ‘under the Midwest ISO
umbrella. We have accommodated Petitioner's Tequeést: for expedrted action and now
expect prompt compliance with our December 20,2001, .order requiring Petitioners to
explore joining an RTO. See Alhance om; ames_a et al 97 FERC ‘[] 61 327 at 62,529-
531 (2001) (Alhance VI Order) LT , .

As drscussed below we. wrll grant in part and deny, in part the Petrtron and wxll :

require Petitioners to file a compliance. ﬁlmg withiir 30-days of the dafe of this order.
This compliance filing must detail which RTO Peth:loners plan to join and whether such
partlcrpatmn will be col]ectrve or mdrvrdual 3 Shortld Petmoners decrde to _]om the

3See Appendrx D for a summary of the decrsaons made in thlS order regardmg the
delegation. of functlons between the two orgamzatlons :

9See Ilhnors Power Company, 95 FERC 1}?6 | 183

(2001).

SWe remlnd Petltloners that var;ous Alhance Compames have made commrtments '
in Commrssmn-related merger proceedmgs to jOl‘El an RTO These cornpames areas = -
. R R : - (contmued )

eh'g demed, 96. FERC 1] 61 026 :
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MldWCSt ISO, they are requn‘ed in the oomphance ﬁhng 1o detall thexr plaus for the timing . -
of such ﬁlmg under Appendix I of the Midwest-ISO: Agreement taking mto con51derat10n S

our gutdance herem a:nd in the compamon TRANSLmk order S
I. Background | | . 7

On December 20 2001 the Commrss;on in demdmg whether to grant the Mrdwests :
ISO status as an RTO, ‘noted that both the Midwest ISO-and the Alliance, Companies have

spent considerable money and resources ifr developmg and: attemptmg to reconcile thelr S

competing proposals. The: Comrmssxon concluded that the Midwest ISO's RTO proposal -

. more fully complied with the vision and requrrements of Order No. 2000 in pamcular L

the requirement.that an RTO be of sufficient scope. - Therefore, the Commission grarited . -
the Midwest ISO RTO status, and stated that the Mrdwest ISO should serve as the
foundation upon which a Midwest RTO should be burlt ‘Moreover, we stated that we
were confident that the Alliance Compames desire to be'a:viable transmission business
could be accommodated under the Midwest ISO umbrella. See Midwest Independent
Transmission System Ogerator, Inc 97 FERC ‘[[ 61 326 at: 62 500-01 (2001)

- On December 20 2001 the Commlssron also concluded that the Alhance

Companies, which had filed for- approval as a separate: RTO ‘lacked sufficient scope to . L |

-existas a etand—a_lqneRTO - Among other th_mgs , the: Cemr__m_ssmn noted that the earlier-

( COntmued) o SO ' S '
follows: AEP, Exelon Corporatlon FlrstEnergy Corporatlon Illmoxs Power Company, o
and Virginia Electric and Power Company.  See American Electnc Power Company, et
- al., 90 FERC % 61,242 (2000); Cominonwealth Edison’ Company, et-al., 91 FERCY
61, 036 (2000); Ohio. Edison Company, et'al., 94 FERC § 61; ,291, (2001) Illinova .
Corporation, et al., 89 FERCY 61 163 (1999) and. Donnmon Resources, Inc., , et et al. 89
FERC 1 61,i62. (1999) ' :

Reglonal Transmlssmn Organlzatlons Order No 2000 65 Fed Reg 809 (January
6, 2000), FERC Stats. & Regs: 131, 089 (1999); order. on reh'g Order No. 2000- A, 65
- Fed. Reg. 12,088 (March 8,.2000), FERC Stats. & Regs ‘[I 31,092 (2000), aff'd sub nom.
Public Utility District No 1 of Snohormsh County, Washmgton v. FERC Nos 00- 1174
~etal. (D.C. Cir. 2001) P
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: findmgs on the adequacy of the A]lxance RTO 3 SCODY " relied:in. part' on the

1mplementat10n of the Inter-RTO Cooperatlon Agreerﬁent (IRCA) ‘which was mtended to'__}': f_ e

- provide the basis fora seamless market in‘the territories served by the Midwest ISO and
- the Alliance RTO: The Commission noted that the expectatlon that the IRCA would -
provide the necessary coordination and agreement did:not materialize into a concrete: .
plan. For example; the Comrmssmn found that the Alhance RTO and the Midwest ISO
would use different methods to. calculate avmlable transmlssmn capablhty (ATC) and--
total transmission capablhty (TTC) d1d not have the detailed operating protocols and:

procedures needéed: to accomplish: one—stop shoppmg, did ‘not; .operate under the authonty .

of a single secunty coordinator; and would not have:a common energy imbalance market.
However, the Commission directed the: Alliance Compames to. explore how their busmess '

plan, including National Grid; could be: accommodated within the Midwest ISO, e.g., via'-. .
Appendix 1. The Comrmssmn also dlrected the Alhance Compames to file a statement of . © .
their plans to join an RTO, mciudmg the ‘timeframe; wnthm 60 days of the date of that e

 order. See Alhance VI Order, o7 FERC at 62 529 531

Subsequently, on February 19 2002 in Docket«No' "RTOI 88 016, et al. the o
Alliance Companies filed a report on’ theé:statug of nego_ttatlons to accommodate the .
Alliance business plan under an RTO'umbrella.. The Alliance Companies stated that;

although the Commission dlrected the Alliance Compames to submit this report, Natlonal : »

- Grid, which would serve as thie 1ndependent managmg member, of the Alliance GndCo

actively parttc1pated in all of the negotiations described'in the report and joined inthe - - |

report. In this report the Alliance: Comparnies.and: Nanonal Grid stated that they were E
continuing thelr discussions. with the M]dwest ISO and PJM and mtended to supp]ement .
this report no later than March 5, 2002 .

"On March 5 2002 the Alhance Compames' filed a.second report on the status of .+
negotlatlons In thls report the Alllance Compam and Natlonal Gnd stated that

o :

7§__ Alhance Compames et al l 052 at 61 135 (2001)

8 Alhancc Compames state that the Alhance Cdeo refers to the Alliance e
Transmissio Company LLC that will be formed, with, National Grid as managing

member, prowded that the A]hance Busmess mode ¢an be successfully accommodated a

- within an RTO
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because 1t appears that further negotlatlons w1th the Mldwest ISO wﬂl not be productrve
absent further giidance from the Commissiot, the Alliance Compames and National Grid

request that the Comrmssron actona petrtlon for declaratory order whrch they plan- to ﬁle j_"-__ '

Separately, on March 5 2002 mDocket No RTOI 88 000 etal Consumers .

Energy Company and Michigan Electric: Transmlssron Company filed a motion requestmg -

that the Commission. approve their altematrve for mtegratlon of the- Alhance orgamzauon
" 1to the Mrdwest ISO.

The above status reports and altematlve proposal are now moot and are dlsmISSE:d : :
since these filings have been superseded by the Petmon for Declaratory Order whrch w1ll

be dlscussed below.

II. Petrtlon for Declaratog Order

On March 6 2002 the Petmoners ﬁled a petmon for a declaratory order,

requesting that the Commission. find that the proposed policy resolutions contamed in tl‘le |

petition provide an appropriate basis. for the partlcrpatlon of Alliance GridCo in the "
Midwest RTO. Petitioners ask that the Commlssmn grant the petition expeditiously so :
that Alliance GridCo can complete system testmg, conduct market parnclpant training, -

and integrate its systems wﬂh the MldWCSt ISO w:th the goal of becormng operatlonal by

October 1, 2002.

Spec1ﬁcally, Petmoners assert that if Alhance GrldCo is to parttcrpate within the
Midwest ISO; the Commission should make the followmg findings: - (1) the functional -

and operational relationship between the Midwest ISO"and. Alliance GridCo as set forthin

- the Affidavit of Nick Winser forms a reasonablé ‘basis. for the participation of Alliance
GridCo within the Midwest ISO; (2) Alliance GridCo- should be perrmtted to use its own.
systems for the timely and cost-efficient start of- operations; (3) pnces for services

" purchased by Alliance GridCo from the Midwest 1SO shouild be pnced at the Midwest
ISO's reasonably-incurred mcremental costs, subject'to verification and audit; (4). the
transition period rate design and revenue distribution: methodology described in'the ™~
Affidavit of Stephen Henderson should be adopted for the: Midwest ISO and Alliance .

GridCo; and (5) the Midwest ISO should reﬁmd $60 mllhon, plus interest, to the Ilhnms o

Compames

—-9ﬁsu‘grahote_l.‘ O
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1. Notlce of ,Erhng and. Comment
Notice of Petltloners ﬁlmg was pubhshed in the Federal Reglster 67 Fed. Reg

12,984 (2002); with comments, protests, and interventions. due on or before March 28,
2002. The entrtles descnbed in Appendlces A and B ﬁled 1n reSponse

. IV, Q1scussmn

A Pre]irninarv Matters |

The notices of intervention of the state connmssrons and the nmely, unopposed
motions to intervene serve to make the interveriors Tisted:in Appendlx A parties to this
proceeding. See C.F.R. § 385.214 (2001). Given the eaﬂy stage of this proceeding and -
the absence of undue delay or prejudice, we ﬁnd good cause to grant the untimely,
unopposed 1nterventlons by certain parhes - :

Vanous comimentors ﬁled aANSwers s to vanous protests and answers. Although the
Commission's Rules of Practice and Procedure do not generally permit answers to
protests and answers to answers (see 18 C.F.R. § 385, 213(a)(2) (2001)), given the

complex nature of this proceedmg and because the answers aid in clanfymg certaln '
issues, we will accept the various answers. - '

| B ) 'Petig' onerS' Pr@osal

Asa prehnunary matter, we note that the ﬁndmgs we make below regarding :
Petitioners' proposals should not be- viewed as lnnlted to Petitioners' specific request to -

join the Midwest ISO. Petitioners should consider our findings as guidance with respect '

to their partlclpatlon in any RTO they plan to _]om as a. group or individually as sepa:rate
ITC's. ‘ L

(1) The Delegation of Functi ns Beh#een'lﬂl_llianee. iridCo and the Midwest RTO _

Overview of the DeleaaﬁonPr bsal B

Pet1t10ners argue that an. RTO should have two prmc1pa1 functlons First, it should
design, develop, and operate | the wholesale markets. . Second, it should provide super- .
regional oversight of security and planmng, and prov:de thc means of reserving _
transmrsswn capac:ty across the super-reglon Petrtloners state that they have mcluded an

s
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agreement enntled “Operatmg Responszblhty and Authonty of the Mldwest RTO and

- Alliance GridCo" (Exhlblt B) between the Petmoners and the Midwest 1SO that-
'Petitioners recommend form the basis for the opcratlonal and functional re]atlonshlp
between the Midwest RTO and Alliance GridCo.'® Petitioners assert that the . -
recommended delegation of functions and operatlonal relationship preserve the Midwest -
- RTO's plenary’ authority and oversight responsibility, and-also allows Alliance GridCo to - -
manage and control the Alliance transmission facilities to assure their’ optimal use and to
maintain and protect their value. Petitioners claim thatthe delegation of functions .

recommended by Petmoners 1s very similar to the delegation of fimctions contained in the

Memorandum:of Understandmg between TRANSLmk and the Midwest [SO. Petitioners
also claim that the delegation of functions resolves the: key issues identified by the
‘Commission in the Alliance VI Order relatmg to the madequacy of the IRCA with’ respect- -
to the calculation of available transmission capabl,hty (ATC) and total transm:ssmn Coee
capability (TTC) one-stop shoppmg, and a smg}e secunty coordmator

Petltloners explam that under Exhiblt B the Mldwest RTO w111 determme available . -

flowgate capacity (AFC) and ATC values for the entite RTO region (including the -
Alliance area) and Alliance GridCo will provide the Midwest RTO. with inputs for the -

- AFC and ATC calculations mcludmg Alliance; area system parameters, TTC, transn:usswn
reliability margin (TRM), and capacity benefit margin (CBM) values for the Alliance "

area. Petitioners also state that under Exhlblt B-one-stop. shOpplng will be provided to -
customers secking transmission service over any transmission facilities within the =~
Midwest RTO region, including the Alliance area; Petltloners state that Alliance GndCo
will administer transmission service reservations that involve the Alliance area using the
single OASIS interface maintained by the Midwest RTO, and ‘Alliance GridCo will be -

responsible for the administration of the OASIS node’ for the Alliance area. Finally, ."_ L

Petitioners note that while the Midwest RTO i is the: reltablhty authority for the entire. -

Midwest RTO region, including the Alliance area; ‘Alliance GridCo under the overmght of
the Midwest RTO will have responsfblhty for managmg security within the Alliance area. .
However, Petitioners state that as the reglonal rehablhty authority the Midwest RTO w111 En
be able at any time to mtercede and d1rect appropriate action if it determines that - ..
condltlons within the Alliance area are 1mpact1ng on secunty out31de of the Alhance area o

Petltloners state that this Agreement was mcluded 1n thelr February 19 2002
status report f]ed in Docket No RTOI 88 016 et al T . DR
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Below we wﬂl dlscuss spet:tﬁc aspects"of 'the delegatmn proposal mcludmg L
. relevant comments from the parties.. Our ruhngs o1l the delegatton of functions i issues’ ar
based in our belief thiat for effective RTO operatlons theéRTO must have the overall’ - -
authority and ultimate respons:blhty for-the region:- However ‘we believe thatitis .
appropriate and, in fact, necessary that some. functlons with' predommantly local: ;
- characteristics be delegated to.the ITC so: long as, the RTO . has oversight authonty 1n the :
‘event that local actions have a regional impact: We find'that this is critical to succcssfu] SRR
RTO devélopment and especmlly important given the charactenstxcs of the interstate - . <.
_transmission grid. It has become increasingly-evident in recent years-that seeminglylocal;..” 1.~
" issues often can-and do nnpact the largcr gnd and that s why we believe that centrahzed?-"“ .
RTO oversight is needed: We also remain concerned: that’ vesting. control into sub-. L
reglonal entities may create scams whlch could easﬂy lead to re-ba]kamzatmn

At the onset we note that two pnnc1ples gulde our determmahons regardmg the o
delegation of functions between the Midwest ISO-and: AIllance GridCo. First, con51stent et
with our ruling in a compamon order issued today, in the long term Alliance GndCo will: - e
be permitted to perform only’ those same functions which 'we authorize in the Do
TRANSLink proceeding.. 12 Second, we are. guided by the premise that any. delegatton of o
functions to an ITC must be cons1stent Wlth and further the Cornrmssmn s goals in the o
- SMD proceedlng ENEE A ST ‘ :

"We recogmze that as the Mldwest ISO and ITCs gam expenence, they should i

- from time to time, reassess the ass1gnment of the func:tlons and reevaluate whether some - -
that have been delegated to a local level need to be per_fo_rxned ata reglonal level and* v1ce o
versa. Likewise, after the COITIII‘HSS]OI] s E]ectnmty and:_Marlcet Demgn and Structure "
(SMD) initiative is tmplernented the: ass1gnment of functions’ may-need to be reassessed -
Fmally, thts order is subject to the ﬁnal requtrcme it; n'the Comnnsswn s SMD mrttahve.'r o

- ”s_ Docket Nos. ECOI 156—000 and ERO -3154-000 “While Petitioners clalm
that their delegatton proposal is "fundamentally :sirnilar:to. TRANSLink's “and that any
differences are belittled by the sumlarltles (Pet;ttonvat 7) we dlsagree and as dlscussed
below point out stgmﬁcant areas, m whtch Petltloner proposal goes far beyond that
requested in TRANSLmk ORISR N

13See su pra note 12 ;
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Proposal

Like TRANSLmk, Alhance GndCo Wlshes to adrmmster and control its own tanff
A significant difference, however between the proposa]s is the type of transactions :
covered under the tariffs. Petitioners: wish'to control, under a separate tariff, transactions
that not only occur selely’ within the Alllance footprmt but also transactions. which require
transmission into or out of Alliance:** . Moreover, under this tariff, Petitioners propose.
that they either have sole respon31b1hty, or coordmate respons1b111ty -with the Midwest
ISO, for a number of significant areas. sich as ATC: mputs operatlon of OASIS nodes
control of facilities studies, processmg ‘of mterconnectlon requests, losses schedulmg, :
billing and settlements and: certain. ancﬂlary services.S F inally; Petitioners propose that
they have the sole responsfb:hty for initeracting with. customers talcmg service under the;r
tanff and that such mteractmg w111 1ncIude query resolutlon dlspute resolutlon '
' communications and trammg : : :

Intervenors’ Commen;g

Numerous mtervenors protest the proposed delegatlon mth re3pect to tanff
adm:mstratlon and de51gn Many of these mtervenors‘fcontend that adnnmstenng a

“Petmon Wmser Afﬁdawt Exh C at 8

”Alhancc GndCo proposes to use its. eXIStmg_ TC systems to prowde ATC and _
AFC values for the Alliance area in accordance w1th protoco}s on an interim basis. In the )
long term, Petitioners propose that-while the Mldwest IS0 will calculate AFC-and ATC’ '
values, Alliance GridCo will prov1de certain inputs as: Well as TTC, TRM and CBM-
values for its footprmt in accordance with certain operatmg protocols. Winser Afﬁdav1t
at 6 and Exh. B "Operating Respon51b111ty and Authon of the Mldwest RTO and
Alliance Gndco " See 4 6 R ‘ S

6See gen erally Wmser Afﬁdavﬁ Exhlblt B a

;ge.agaNsa,s]_ Gt s, o
2002 Letter to the Comrmssmn BT T L

..1‘7&_. :
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separate. tariff contmues thc concept of two RTOs m the Mldwestf-s Mldwest ISO argucs
that the fundamental ﬂaw is that the proposal fallsl_t "recogmze that -

‘ [t]he area w1thm the footpnnt of the RTO is the rcglon and the
 RTO itself should have complete: authonty over transmlssmn
' transactions from border to border, Functions may be delegated
" to the ITC, and an RTO should-cooperaté as much as possible -
. "in allowing an ITC to maximize profits; through efficient,
_ operation; but the RTQ i is not a partner m a’ super-reglon it 1s
' thoreglonuself19 T ot

" Numerous intervenors oppose :the types of transacnons Petltxoners wish to control under o

the tariff and-are also concemed that the: progosal wilk allow Alhance GridCo-too much
control withoiurt mcamngﬁﬂ RTO over31ght Lastly, many intervenors oppose-the” - :
- proposal to vest Alliance GridCo with control over specific tariff terms and conditions.?' -
Midwest ISO states-that it'is wﬂhng to consider: ‘using the- Alhance GridCo's systems to
calculate AFC as an'interim:méasure’ but expects that 1ts systems w111 beableto” "
accommodatc this calculatlon by October 1 2002 L e

- 1ledwest State Comn:ussmns at 9 Mn'ant Compamcs at 2 Detrmt Edlson at 1
and Wlsconsm Comrrussmn at 3 : :

‘9M1dwest IS0 at 22

' 2%pSE&G Compames at 11 Mldwest State « m;mssmus at 10, MldWCSt ISO at
15, Coalition at 3 Detrolt deson at 12 and Vlrg1ma Comrmssmn at6. ' w1l

Ngee gcnerally Mldwest ISO Transm:ssmniOwners at 16 and Mlchlgan Pubhc

Power at 8 (for ATC calculation the Midwest ISO.¢ ust have final authority), Mldwest T

1SO at 24-26; Reliant Resources at 5 (RTO must have sole responsibility for. OASIS and. -
tariff administration), PTM at 7,22-24, and M1rant Compames at 22,'28-29 (ITC should
not have functional control: over decisions sucti as. ATC and needs to be a single. OASIS
node); Detrolt Edison at 20- 21 (RTO should have aut_honty over a:ﬂcﬂlary services.and -
control .over OASIS; TTC and-ATC); and Coaliti f—'Mumc1pa1 and- Cooperatlvc Users
Cetal,, at 6-8 (RTO needs authonty for tariff admimstratlon OASIS taggmg, and S

scheduling and calculatlon of ATC mputs)‘f'-_
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Comrnis'si‘on Detennhlaﬁonv ';, 7

Petmoners proposal for tanff admlmstratlon is conmstent wrth the TRANSLmk

- proposal inisofar. as both want: to administera: tanff for certain types of transactlons but SO

Petitioners’ proposal is vastly broader‘than. TRANSLink regarding the types of

transactions covered since it 1s not lumted to transactmns solely within the Alliance - -

GndCo s footprint.. -

Con51stent w1th the TRANSLmk order . We: w111 not allow Petitioners to mamtam' -

their own tariff. It is important for the: RTO to operate under a single tariff with only :*
necessary variations from zone to: zZone: Multxple ‘tariffs unnecessarily undermine the

unity of the RTO region. Itis'an 1mportant Order No., ;2000 goal that transmission .. ’

customers can access a single source: -for all transmission service within a region.
Appendix I as approved by the Commission provides for a:single Midwest ISO tariff;

Allowing sub-regional tariffs in the Mldwest 1SO-works dgainst the goals of one- -stop-- -
shopping and tariff clarity without an offsettmg benefit: Moreover, separate tariffs would -
exacerbate the problem of seams Whlch was a fundamental concern that the Alllance VI B

Order sought to correct

However we will aflow Petltloners to: mamtam a separate schedule wrthm the o

Mldwest ISO tariff to fac1htate dlfferent rates and ar dlfferent rate de51gn

- We do not 1ntend at thlS nme to address the specrﬁc provxsrons contalned in-
Petitioners' rate schedule.- We note: that the tariff. proposed by Petitioners-contains. .
numerous differences from the Midwest ISO tariff: In designing a separate schedule to be
included in the Midwest ISQ tariff, Petltloners must N mfmze such differences-its

schedules compared to the correspondmg sections of the Midwest ISO tariff. Part ofthe

reason for insisting on a smgle tariff foran RTO reglon_ isite’ maintain the maximum
uniformity possible. The ﬁlmg by: Petltloners of it ‘dedicated schedule must _]llStlfy
differences with the Mldwest ISO tariff. and explam ow'regmna] uniformity is not -

harmed.. Again, we are trying to prov1de to.the. transrmssron customer maximuim ease of =
use of the reglonal transmission nefwork and a pricing structure that makes sense and can .~

be reconciled’ wuh transrmssmn rates and rate demgn‘ for the reg10n asawhole. .. ¢

Wlth regard to sectron 205 ﬁlmg nghts our pohcy has contmued to evolve since S
Order No. 2000 which mtroduced the concept-of. hybnd RTOs Under Order Nos. 2000, - - - -
and 2000-A, we stated that’ the RTO was to have ex clusive ﬁlmg rights over the’ fac111t1es",. T
it operated while the 1nd1v1dual transmlsswn owners:would have sectron 205 fi hng nghts
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- to estabhsh therr revenue requlrements for thelr facrh _used by the RTO We also
indicated that we would look' at'other: proposals $0. Iong:_as they continued to ensure -

mdependence and protected the levels of revenue needed to: be co]lected ﬁom the e
‘facilities 2 : B _

Under Appendrx Fto the M]dwest ISO Agreement, accepted by the Conmussmn
two months after Order No, 2000 was. 1ssued, an ITC has the unilatéral right (w1thout
prior Midwest ISO: approval) to file under section 205 for. proposals for rate or rate
structure changes; including 1ncent1ve Trates, mvolvmg base transmrssmn charges for.~

' service to load within the ITCE In acceptmg Appendix I for filing; we noted that certam Jom el

decisions regarding whether certam ‘Tesponsibilities should-be -assigned to an Appendix 1- .
- ITC will depend in part on vanous protocols that wﬂl b eve]oped later to create the’ G

InRTO West ‘we: penmtted the ITC Transconnect, to umlaterally file under
section 205 1ncent1ve rates. as part.of its revenue reqmrement so long as- Transconnect
consulted with RTO West prior to ﬁlmg Intheev a 'dlspute the RTOWest =

position would govern.?$ 'We- permltted such.a umlateralx’ﬁlmg based upon our belief that'_‘_.._ Ex

the mdependence of the ITC would. ensure that any proposal would not. unduly
discriminate among partlcular market; partlc1pants W cautioned, however, that -
independence would not necessarily protect againstith centlve potentially: favonng -
certain wires over non-wirgs so]utlons and mdlcated:- "ach pr0posal would be SR
evaluatedon a case-by—case basrs 7. s : - '

ZZSee Order No ZOOO-A at 31 369-71

23Appendu'( I § 3 See Com.rnonWealth Edrson Co , et al o 90 FERC 1] 61 192
(2000) L . : G S

"'Id at 61 621

_ 25Av1sta Corp 6t al 95 FERC 1| 61 114 atf
FERC {61, 058 at 61,177 (2001 ) '(RTO West) -

338-39.(2001), reh'd denied, 96 -

. "’Id at6] 177 (2001)
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- At thls tune we w111 penmt Pentloners to umlaterally ﬁle rate structure and

incentive rate- proposals as part of a revenue. requlrement Tequest, after-consultation w1tl1 B

the Midwest ISO...Under this approach the ITC. would have unfettered nghts to file its -

' revenue requirement: and/or i incentive rates within’ its: footpnnt i.e. only for transactlons "
that source and sink within its. footprint. - We are requiring consultatlon ‘with the MldWCSt '
IS0 to ensure that the Midwest ISO has adequate. opportunity to Teview the filing and to
inform this Commission as to whether it results in adverse unpacts (etther physwal]y or

. ﬁnanctal]y) out51de of the Pettttoners footpnnt . -

Currently, under Appendtx I there isno need for any pnor consultatron in order o
for the ITC to file under section-205. However we.are mmdflﬂ of that even seemlngly

local issues, such as generator locatlon or 1solated transrmssmn bottlenecks ‘can and. do o
impact the Iarger gnd : :

Fmal]y, we expressly take noté of the Conumesmn 's: on-gomg rulemakmg 1n1t1at1ve:.
in Docket No. RM02-12-000 addressing-SMD. Certam aspects. of our decisions herein-
will ultimately. be’ SUb]CCt to the outcome of that rulemakmg process (g _,,g development of .
a single market des1gn for deahng W]th congestxon management)

- We'reject Petltloners proposal . control transactlons that requlre trarismission - ..
drive into or out of the Alhance area, Because a sourc or.sink in‘these transactions j
resides outside the Aihance area, these transactlons are properly control]ed bythe - -
Mldwest ISO o : '

Wlth respect to the Mldwest ISO's mtenm proposal to u use the Alliance GndCo

© systems, as discussed below, we will require that criteria: for: evaluating the potential use -
of Alliance GridCo. systems (1) bé determined by the: Midwest 1SO;’ (2) meet
requirements in Order No. 2000; (3) be. informed by the:division of responsibilities;
within a hybrid RTO as dlscussed in thlS order2 alr -‘prov1de the most cost-effectlve
" and secure: service. ' - G S

Con51stent w1th TRANSLmk we wﬂl reject Pet:ltloners pr0posal to control a node l‘

on the Midwest 1SO's OASIS site.: Midwest ISO may,offer a site page to Alliance GndCo -

service with mformatlon prov1ded by the Mldwest ISO We note that format and-

, 28Also see the TRAN SLlnk order for a mor

‘:'glet'e?discussionl of t'he__ d_e'iegnﬁon" L
~of functions. B
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proccdures between the. Mrdwest ISO and A]lrance GndCo should be as umform as. L
. possible. T : : : -

On a long-term basrs we wrll allow the proposed procedure for ATC and AF C
calculations; except that the: Midwest ISO must provide the inputs for CBM. and TRM. . -
‘We understand that Alhance GridCo is more familiar W1th the facrhtles involved; thus, it
is in a better position over the near term to determme facility ratmgs and capabilities..
However, we.note that these mputs must be- adJusted for scheduled transmission; CBM,,. :
and TRM by: the Midwest ISO'i n order to calculate ATC. Thls procedure should prowde - .
for a consistent' ATC across. the region and-should: rmmmlze the possrblhty of 1 mcon31stent '
“results or any unduly dlscrlmlnatory behavror

Furthermore onan mtenm ba315 we: w111 al]ow the proposed procedure for '
calculating ATC. and AFC subject to Petmoner 5 systems meetmg criteria as deveIoped o
and determined by the: Midwest 1S0.: Guldance on developmg this criteria is discussed: -
later in this order. ‘We expect that in any.such interim squtlon, Alliance GridCo would "+~
use Midwest ISO protocols and satisfy audits: conducted by:the Midwest ISO. We also -
expect that the Mldwest ISO. Would ensure cons1stency w1th lts processes . -

“As noted above Pehtloners propose to contro_ 5 nder a separate tanff transactrons '
that source and sink within Alhance as well as transactlons that require transrmssron drive
into and/or out of Alliance.: Petmoners also propose thiat Alhance GridCo be responsible
~ for security coordination within its area. and that the! Ml ' West TSO may only intervene "if
it determines that conditions withifi the Alliance ared dre’ unpactlng on security outside of -
the Alliance ared. w29 Interreglonal coordmanon 18 appropnate Petitioners suggest where
necessary to ensure transmission security-and rehabnhty on:a-regional basis>® To )
discharge this respon51b1hty for security: coordination, }tmoners propose. that Alliance .

GridCo “[m]ay use actions that 1nclude (but are: not limited to} utilizing short term
transmlsswn equrpment ratmgs dlspatchmg generatlo' curtallments, and- seek [510] to

29Wmser Afﬁdav1t Exh B a4, ‘

30Wmser Afﬁdavrt Exh _ " Natlonal Gnd’s Feb ‘ary 5. 2002 Letter to
Comrmssmn T ‘ ‘ : L
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unioad tr.ansmlsswn facﬂmes in the -Alliance arcain: ae ordance w1th the Operatmg,, ST

Protocols.”!" Addressing parallel path:flows, Petitioners indicate that they will shate this .

respon31b111ty with the Mldwest ISO-and- lmplement the pohcy deve]oped by‘the Midwest: S
ISO*’ Finally; Petitioners propose that they have: the-pnmary responsibility.for ‘tagging, 0
and scheduling as well as approval or dlsapproval 'of maintenance outages for generatlon S

 facilities and for-all transmission fae' s:.(subJect tO the Mldwest ISO overs1ght for L
“Critical Transmmsmn Facﬂmes )fo the Alhance area ST . -

[gtervmogs' Comment .7 "

Numerous mtervenors oppose Alhance Grld
GridCo is requestmg control over. operatlonal authonty and short term rehablhty

proposa] claumng that Alhance 3"--: '

Additionally, various: mtervenors argue that vesting control of these. functlons by Alhance': o |

GridCo could lead to.the creatlon of differing objecﬁlves between the two entities. For. .- - _
" example, Coalition argues | that these proposals meludmg actmg as a security coordmator
and havmg approval of mamtenance outages “[1]nvi lacement of subreglonal

efficiencies,™ Mldwest ISO Transmlssmn Ownere;assert that'in: the area of Secunty
Coordination; the proposal differs from TRANSLink and is inconsistent with’ Appendlx I v
which vests such function with the Mldwest ISO: and, in'any-event, 1gnores ‘the fact that* "
the RTO must have the sole responmblllty for securt 8 oordmatlon Mlcthan Publxc
Power argues that the security coordination proposa ould lead tor duphcatlon of

32Wlnser Afﬁdawt Exh A Response of Na’uonal Gnd to the FERC Techmcal _
Conference on the D1v151on of Respon51b1ht1es Between an. RTO and an ITC ('Natzonal o
Grid's Reconclhatlon) N o : : ~ '

33W1nser Afﬁdav1t Exh B at__ IR

'et’al at 14 :
3'SMldwest ISO Transr;ussmn Ow ee-a!so Rehant at 5 erant at 28

Ohlo Comrmssmn at 11 Detr01t Ediso 19 and Midwest ISO at 17 T

3"‘Coahtmn of Mummpal and Cooperatwe Users
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functions betweéﬁ" the t{;vo' entities. ** Detroit Ediéon clatms that inan'agemént of parallel :
path flows essentlally entalls controlhng the I‘CdlSpatCh of generatlon Wthh shou]d rest
solely with the RTO . o

Comnnsswn Degrrmnatlon .

' Alhance GndCo proposes to fiiaintain physwal control over its facxlmes m the
Midwest ISO such that Alliance GridCo controls transactions that require transmission -
mto, out of and within Alliance. Italso. proposes to take: apphcatlons for transmission
service, under its tanff on its node of the Midwest ISO- OASIS site and to tag and
schedule service 3 Alhancc GridCo proposes to assume from the Midwest ISO the
responsibility to-coordinate maintenance for non-critical facilities in its area (coordination
of maintenance for critical transmission is subject to approval by the Midwest ISO). .
Alliance GridCo proposes to assume from the Midwest ISO the responsibility to
coordinate generator maintenance for generators within the Alliance area and to mform
the Mldwcst ISO of thosc mmntenance acmntles for generators in 1ts area..

We believe that it can be bcneﬁc1al to the regmn for thc RTO to dclegatc certain
operational functions to an ITC for service and facilities under its footprint. However, we
provide this caveat. . Some ‘of the operational control allowed at this time is permitted
because it is consistent Wlth today's markets in the Midwest ISO and with Day One
congestion management Wlth SMD and the Implementanon of Day Two congestion
management, some of thesc operational elements may: have to be modified. We expect -
that Alliance GridCo would implement any necessary modifications to its grid operations
to support the Midwest ISO's locational margmal pncmg a.nd other aspects of SMD on a
unified, rcglon-Wlde market ba51s .

¥Michigan Agencies at 8-10: ' -
37Detr01t Edlson at 19 20

38Soe Appendxx D for our de0151ons in this order on Issues related to OASIS tanff
admmlst:ratlon and congestlon management L CoEen : .

Sg:_;q su p_ ra note‘:_:42'._._ i
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- We. ﬁnd that Petmoners proposal to tag and schedule transact]ons that reqmre -
transmission-into.and/or out of the Alliance-area is unacceptable since these transacuons '

. fall under the Mzdwcst I1SO's authonty Transactlons whose sources an and sinks reside i in-
the Alliance area may be tagged and. scheduled by Alhance GridCo. -We note that the .
Midwest ISO recognizes-that "Alliance may have a Hegmmate pmpnetary interest in: ,.'

.scheduling transactions that source and: sink- soIely within its transtnission system.' .. C
However, we ﬁnd that the Mldwest 18O must determine- whether the specifics of the 5

_ coordination between it and Alliance CridCo’ensure;that the:Midivest ISO will be.ableto - .

monitor the full lmpacts of the transacuons scheduled b; : Alhance GndCo on the Mldwest o

ISOrcglon o R T T e SR

We find that Petltloner s proposal to control ge ratlon and transrmssxon outages -
within their region; subject to the Midwest ISO' ovens1ght for certain critical transmission. :-

~ facilities, is a rational example: of the type. of coordination:between-the ITC and RTO that .’ | .
is needed.. Under Petitionérs’ proposal ‘the ITC has day-to-day control over what is for R

the most part a local issue, but this control must be subservient to the Midwest ISO's*
- oversight for transmission facilities that have reglonal 1n1pacts “Additionally, Alhance .
GridCo must coordinate approved mamtenance schedules. for. generation and non-cnncal
transmission with the Mldwest ISO 50, that the Mnd' 0 can fulﬁll 1ts rehablhty and ;
security functions.: :

We find that Petltloners proposals regardlng ‘__Aec g ty coordmanon, mterreglonal j o
coordination and short-term reliability represent andther 51gmficant departure fromthe -
TRANSLink proposal We believe: that it is unacceptable 10 have more than one. sccunty .
coordinator (or as defi ned by NERC Rehabxhty Authorit; )=for each RTO since security - .-
coordination is simply too critical a function to Vest i jore than one entity. Aside from L

obvious operational concerns; we: beheve that havm multlple security coordinators could Lo

easily lead to additional séamns issues. We agree wi 1ch1gan Agencies thatthe = -7
practical effect of this proposal would lead to-a separation‘of dut_lcs and duplicative R
functions and cause segmentation of regions, w1thm *thc’RTO 41 Addltlonally, this
function requires having a global perspective of theienti {:‘;RTO region in order to best o
 choose from a variety of options (which could be outside.of the ‘Alliance area) in order. to .-

address reliability concerns: Although we-find thatAlliance GridCo-can perform certain -
secunty—related functlons w1th1n thclr reglon bccau ] aqcc GndC 0. wﬂ_l be in tht? best .

4°M1dwcst ISO Protcst at 23

4]Mlch1gan Agencws at 9
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Posmon to 1dent1fy and resolve issues 1‘_3'call)’, we w:ll not allow the Mldwest ISO’ ERR
' secunty authonty to be hnnted in the - way Petxnoners propose : :

Wlth respect to the responsfolhty'for management of parallel path ﬂow 1ssues we
- will accept Petitioners” proposal to share thls responsibility with the’ Midwest ISO only
when such flows lead to‘an emergency. sn:uatlon however, action. by Alliance during an
emergency must adhere to-the Midwest ISO's authomty, that may take the formi of

' protocols. We note that Detrmt Edison’s.concerns regarchng redispatch should be
addressed by the Midwest ISO since Alhance GridCo aok:nowledges that it w111
1mplement a parallel path ﬂow polrcy developed by the Mldwest I1S0.

3. Con estlon Mana ement T e

Proposal'

Petltloners do not propose to adopt the Mldwest ISO'S Day One plan42 for
congestion management; however Petltloners propose that the Midwest ISO will

determine the congestlon management pncmg methodology and calculate these pnees for
“the regron , : e

Alhance GridCo proposes to be vested w1th the respon31b111ty for managmg S
congestion within the Alliance ares, with. the objective. of ¢ ensuring the most efficient -
-allocation between new investment and operanonalreosts 'Petitioners propose that *
Midwest ISO and Allianice GridCo develop protocols.detailing when the Midwest ISO
and Alliance GridCo congestion management mechanisms operate, that such protocols.be -
filed with the Commission.and that these protocols must be accepted or approved by this -
Commission: before Alliance GridCo's mechamsms may operate Petitioners suggest that
Alliance GridCo's congestion management p]an not: ‘operate in instances where its . S
operation causes material adverse effects: upon the Midwest ISO's transrmssron systern e
outside of the Alhance area. or upon the users of that system a S :

“3ee Mldwest Independent Transmrsswn System Operator Inc 97 FERC

961,326 at 62,511-12- (2001) (Mldwest RTO Order), fora drscussron of the Mldwest E !f B

1SO's congestlon management 1nclud1ng 1ts Day One plan

‘3Wmser Afﬁdavn Exh. Bl at 5.;
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As’ part of congesﬁon nmnagement Petmoners propos:: that Alhance GndCo can '

specify redlﬂ)ateh to enable transrmssmn capac1ty on_%th system to be mcrcased or.
mamtamed : : : L >

'Intervenors Comments

MldWCSt ISO recommends that its Day One congestlon management plan be the
starting point for discussion with-Alliance GridCo and:states that TRANSLmk stlpulated
that the Midwest ISO Day One plan :would be used throughout the region.? Severa] U
intervenors argue that one orgamzatlon should manage congestion for the entire reglon .
PJM asserts that because transmission,: generatlon and-demand resporse solutions are - -
competing solutions; no smgle provider ofa .congestion:solution should choose which -

competing solution-wins.*”. Detroit Edlson argues thatby. controllmg redispatch, the -
transco may have the ablhty to.control critical ﬂowgates to: advantage transactlons -
ﬂowmg over the transco s assets and to dlsadvantage other tl'ansactlons 48

" . Commission Determm‘ t1 R

Petatloners proposa] does not yet fully descnbe how eongestlon management wﬂl
be coordinated between Alliance GridCo and the: Mldwest I80. Midwest ISO's Day One
_plan should. serve as the Startmg pomt for dlscussmns regardmg mltlal congestion
management : L - :

4Wmser Afﬁdavu Exh A Natlonal Gnd's FebruaryS 2002 Letter to
Comm]ssmn . o : e y ‘

45M1dwest ISO at 26

46Coalmcm of Mummpal and Cooperatwe Users, et a} - at 14 Detr01t Edlson at 16
Mlinois Industrial Energy’ Consumers, etal., at 6, Midwest. ISO at 26 erant at 25,
- PSE&G Compames at 8 and the V1rgm1a Comrmsswn at7. v

4’PJM at 13

48Detron,}j.,d.lson aI 16 : -

(contmued )

ce GndCorsystem that is used n --
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Energy markets operated by an RTO must be umform across an entlre reglon In

- addition to being.a requirement of an'efficient and effective.¢ encrgy market, umfonmty _
-promotes seamless transmission service. and one-stop shoppmg ‘For these reasons, we see
little opportumty for ITCs to-segment a regron with altemnative congestion management
systems.. Moreover, a locational marginal pncmg (LMP) miarket: needs to benot only
uniform, but also operated as a single market.’ Therefore we wﬂl not allow ITCs to
operate separate congestton management systems wrthm an: RTO

- 4. Ancrllarv Servu:es and Enerav Imbalance Markets

Proposa]

Petltloners propose that Alhance GndCo spec1fy and pay for those anc1llary
services required to deliver a secure, reliable transrmssmn system and that the
procurement and commitment of ancﬂlary services-is not considered & core. function
linked du'ectly to the management of transmission assets (except for reactlve and voItage
control services, which Impact duectly upon. transmlssron capamty)

Regardmg energy lrnbalance markets Pennoners suggest in Nanonal Gnd's
Reconciliation that functional responsibilities in ‘the operation of energy imbalance .
markets may be shared between the. ITC and the RTO However energy lmbalances are -
not addressed in Exhlbtt B. : : :

Intervenors Comments o

Detroit Edison and P.TM contend that the RTO should admlmster ancﬂlary servrces
markets. PIM contends that the same orgamzatlon must be respon31ble for both secunty—

( contmued) _ S " : e :
the interim to provide mmal congestlon rnanagement As stated n thls order, after a .
reasonable transition perlod, there must be one system that prowdes congestron
management for the Mldwest ISO.. SR e .

50Cf "Workmg Paper on Standardlzed Transmtssron Serv:ce and W'ho]esa]e " o T
Eleemc Market Desrgn, (Docket No RMO] 12 000 March 13, 2002) '

s]Wmser Afﬁda\rlt Exh A Natlonal Gnd's'Fcb__ -'ryS 2002 Letter to- thc - o
Commrss:on I e R :
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constramed drspatch of the transrmssmn system and operauorz of the energy and ancﬂlary

services markets to include ensuring that the services:are obtamed for the system. Detrmt h

Edison contends that energy balancmg 1s cntlcal to the functlomng of the wholesa]e
'electncrty market S R

Commrgron’ Detgrmlnanon.' L

We note that Petmoners ﬁlrng is: vague regardmg operatmg energy unbalance ‘

markets. We.find that Alliance GridCo needs to provide System Control, Voltage. - SRR

Control, and' Regulation Services (ancrllary services. 1, 2; and 3), and we refer the partles .

to the discussion regardmg operatnon of energy unbalance markets and ancillary serv1ce S

markets in the companlon TRAN SLmk order

5. Pl gand Exgansron "."_':"".'k_"._ -;
Pregosal' |

Pehnoners propose that Alhance GndCo develop its construetron plan for

- transmission facilities in the Alliance area subject to prowdmg a copy of the planto the-.
Midwest ISO as soon. as the plan is avarlable and fo coordmatmg implementation of the o
* plan to.the maximum ‘extent practlcable Section 4.9a of Exhibit B states that where the ' _‘
Midwest ISO determines that the plan 3 wou]d have a. material-impact on regional facilities -
outside of the Alliance area, the Alliance. GndCo plan shall not be implemented until the
Midwest ISO has had a reasonable time to review the: Alhance GndCo plan and any. '

disputes are resolved. Section 4.9b.of Exhibit B states that if the Midwest ISO. disagrees . 2

with any part of the Alliance GridCo plan; the dlsagreement will be resolved through-

dispute resolution, but the balance of the plan ot in; disagreement. may be lmplernented )
by Alliance GridCo. ‘Section 4.9¢ of Exhibit B states that nothing in this agreement in - ,,
principle is intended to change the respon81b111ty of the Midwest RTO to develop a' plan D
for the Reglon wrth "Regmn deﬁned as 1nclud1ng the A]hance area. a

Intervenors Cornrnents— B

Mldwest ISO supports the Petrtloners "bottom up", approach and tiotes that the l;,"' :
proposal here is. con31stent w1th the protocol agreed upon between the Mldwest ISO and P

s_zD'etrei"_t Edlson at 1 7,20andP jMat 21




Docket Nos EL02-65 0C
: andRTOl 88 016 “

| transmission plannmg and expansmn funcuon usmg {the: vii
protocols as: 1ts foundatlon Others state that the Midw

SO.believes that an Alliance ~ ..
acilities out31de of Alliance . -~ o
will hiave a reasonable amount .~
olved'through dispute:. ..~ .
order, we believe that the " Tl

r&solu’oon Consmtent thh the com

53M1dwcst ISO at 21

., at 15, Duke, etal,at9, i
imcentive;to manage the .
set.of planning and generator
Isoishould be:permittedto- A
stiuct t'ansmlssmn that Is necessary )

5"Coahtlon of Mumc1pal and Coo ratwe Us
Mirant at.25-27. (argumg that:Alliance: 'GndCo will 1
system: to favor its assets: and that there should: be.
© Interconnect protocols) PIM at25 (argumg that: th
- direct all transmission owners, including: ITCs, to'c
for the rehablhty of the system)"and'PSE&G Com

5597 FERC at 62,520,

Slllinois ndustrial Efiers 2and PiMat2s. .

) 57Wriosef Afﬁdawt, Exh: B
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RTO, not an outsrdc arbrtrator must have the ultuna.te authonty regardmg planmng an
expansion for its reglon - S SR :
" Also consmtent Wlth the compamon TRANSLmk order we beheve that a clear

_detalled and Jomt approach to planning and expansionis‘acceptable as long as the
Midwest ISO retains responsibility for-ensuring that:planning and expansion is

coordinated across the entire RTO.: Therefore; in addition to developing a joint planmng L

protocol with a clear decisional process, Alhance Grid€o and the Midwest ISOmust . -
~ ensure that the Midwest ISO is the final’ declsronmaker on plannmg and expansion that

may matenally affect facrhtles out51de of Alhance but located W1thm the Mldwest ISO 58; o

We mterpret Sectlon 4.9¢ of Exlnbxt B to mean that the Mldwest ISO in
“accordance with its. rCSpOIlSlbllltIES under Order No: 2000 to develop a regional plan for
the entire Midwest 1SO, may, for example dlrect necessary transmission expansions by

~ Alliance GridCo: . If this interpretation is 1ncorrect Alliance GridCo should clanfy the L

meaning of this language and explmn how any alternat:lve meamng meets the :
reqmrernents m Order No 2000 . :

In response to erant we niote that in the Mldwest RTO Order we stated that BT
_ Calpine's protest was rendered moot by the- Comimission’s concurrent order directing "

Alliance Companies to explore memberstip in the: ‘Midwest 1SO. In this order we are T
now providing further guldance by stating that the parties must develop a coordinated. . .

approach to transmission planning to inclide a joint planning protocol detailing-each - SRS

organization's responsrblhtles Therefore; this joint planning protocol should address.

Calpine's concerns with regard to "one stop" shopplng The dlrectron above is con51stent =
with our rulmg in. the &Aﬂ SLmk order T :

6. Mgrke_t Monltormg
Proposal B

Petmoners propose that Alhance GndCo may unpose and co]leet penaltles |
' approved by the Commrsswn SO long as any such penalty does not cause an entlty to be

58Please see e the TRANSLINK order on th1s SUbJCCt for further gmdance in :_'1 L B
i developmg a stakeho]der process : SR A
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subjected toa penalty by both the Mldwest ISO and _-lhance_GndCo for the same -

v101auon or event

. Intervegors' Cominen_t;i

© Mirant argues that because Alhance GndCo should Tiot. be admmlstermg itsown . .
tariff OATT, and all market operations should be vested with the Midweést RTO, it is not .
clear what penaltles would be appropnate for Alhance G '_dCo to collect. M1rant also o

says that thlS funetlon is too Vague to be approved

g_____1§___10n Determmatxon

We fi nd that Petxtloners have not supported thetr proposal to impose and collect '

penalties over and above those collécted: by theMidwest. ISO Addmonally, Alliance

GndCo has not demonstrated how it will ensure: that partles are: charged only once fora =

- single violation or event. Thus, we will reject this aspect of their proposal without
prejudlce toa ﬁ.lture proposal that is fully-supported Just and reasonable

7. L_osses- :
Proposal

Under Petmoners proposal Alhance GndCo shall possess the unllateral nght to--
file at the Commission, without approval by the Mldwest ISO a mechanism for

determining responsibility for energy losses within the. Alhance area, provided that this S
mechanism does not affect the losses réceived by transm1ss1on owners and generators mn._

areas w;thm the Mldwest ISO that are outs1de the Alhance area. 61

nterve o ent

Mldwest ISO states that TRANSLmk has agreed to adopt the Mldwest ISO loss
process. It further contends that lf Alhanoe will not: agree to use ‘the Mldwest ISO loss

59wmser Aﬁidawt Eth atp 9.. s

lsﬂM 1rant at 30

MWmser Afﬁdawt Exh B pageS -«_;"_;"_ :
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process, t_here should be an. agreernent between the Mldwest ISO and Alhance GndCo
that losses caused by parallel flows will'be prowded usmg “the loss calculation process of
the system experiencing the parallel’ path flows.. Mldwest ISO states:that while this
outcome will result in two. loss processes being used;; it will address the undesirable -
sifuation where the: Mldwest 1SO and‘Alliance GridCo: operate in isolation from.each
 other and do not compensate the other for losses caused by thelr respectwe pa.rallel ﬂows

Commission Determmatlon S P

Asa long-term process there should bea smgle method and a single system used
to determine losses for the Midwest 1SO ‘region so as to preclude to the potential for o
creating seams between All1ance and other regmns m the dewest lSO o

- On an 1nterun ba51s however we WIll allow the.;proposed procedure for : ;_'-" -
ealculatmg losses subject to Petitioner's systems mesting ‘criteria as developed and
determined by.the Midwest ISO. Guidance on developmg these, criteria is dlscussed
below. We expect that in any siich interim solution, Alliance GridCo would-use Mldwest
ISO protocols and satisfy-any and all ‘andits. conducted: by the Mldwest ISO. Wealso - _
expect that, the Midwest ISO would énsure con31stency W1th its processes as determined
by the Midwest ISO and-ensure that each. orgamzatton compensates the other for losses
- -caused by thetr respectlve parallel path ﬂows e

@ Use of /Lllance GndCo Svstems for T’-' d o t_—fE ective
Operations L _ LT T

Proposal . - -

Petmoners ask that the Cormmssmn ﬁnd that Alllance GndCo be perrmtted fo-use G
1ts own. systems for the tlmely and cost—effectlve start of oper tlons 5 In tlns regard

62Mldwest ISO must approve the use of any Alllance GndCo system that is used in
the interim to calculate losses. As stated: in‘this. order after a reasonable transmon perlod
there must be one system that calculates losses n the Mldwest 1SO.-

63Petmoners state that they enV1s10n that the Ml_ west ISO and Alhance GndCo .
will work together to develop optlmal and £conomie. solut1ons for. common systems- where s
such systems are. appropnate and that they w1ll ﬁle a'réport onthe status of this work -

(contmued ) ‘7
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Petmoners stnte that they have computer and soﬁware systems 1mmed1ately avallable to
Alliance GridCo for prov1dmg necessary transzmssmn service functions on Day 1 of -
operations (&stxmated to occur in October 2002) and for integrating the Alliance
Companies' systems. Petitioners state that the systems include- the basic mﬁastructure
necessary for providing regional transmission service including OASIS, -
tagging/scheduling, applications for-calculating ATC with a flowgate methodology,
‘losses calculator, billing and settlement systems and: "back office” systems. They state
that the systems a]ready developed and in place will enable the nine Alliance Compames
to be fully integrated so that Alliance GridCo will be able to interact with the Midwest °
ISO as a single ITC. Petitioners add that, without Alliance GridCo's systems, the
Midwest 1ISO would: have to. start from the beginning to develop its own computer and
software systems to integrate the Alliance Companies and- Alhance GridCo. Petitioners
argue that this would unnecessan]y duphcate and delay the integration of Alliance
GridCo, and the provision of nondiscriminatory U'ansnnssmn service across the Alhance »
area would be more expenswe ‘and delayed substantla]ly :

Petitioners assert that, if the Comnssmn’gl_-ants: thelr request:tO‘use their own - -
systems, Alliance GridCo is expected to become operational by October 2002, but ‘
“without Alliance GridCo's systems; integration of Alliance GridCo into the Midwest RTO .

would delay operations for Alliance GridCo unttl at lcast October 2003 wth resulting
opportumty costs to the market. . . .. :

Intervenors' Comménts

- Midwest ISO states that any Com:mssmn guldance on the use of Alhance GndCo |
systems and processes versus Midwest ISO systems and’ processes must recognize that the -
Midwest ISO. applications are currently runmng, while: the Alliance applications are not.
However, the Midwest ISO also states that it does not.object to using Alliance GridCo's
AFC systems and processes (to calculate ATC with-a ﬂowgate methodology) on a
temporary basis until such time as the Midwest ISO's systems and processes can
~ accommodate all-Alliance control areas: Midwest [SO-also states that it has no objection
to Alliance's use of 1ts own systems for cextam de]egated fllllCtIOI'IS provided that those

63(...continued) o - . , _
w1th the Commlssmn within six months of Alhance GndCo becommg operatlonal
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64 _Others protest that usmg
the: development ofa searnless

' systems are compatlble w1th systems usedaby‘the R-:
different computer and soﬁware systems. could harmip
- Midwest rna.rket or should otherwme not be allowe

COIDII]ISSIOI! Determmatlon

~ While we beheve that usmg eertam Alhance GndCo systerns may hasten RTO
_operations in-the Mldwest, we believe: that the Mrdwest ISO; in:consultation wrth

Alliance GridCo, should decnde ‘which systems touse: ‘In: addition. to requiring a report of _'f.'-:-‘-' 2 R

Alliance's intentions to join an RTO: a.nd a ﬁlmg by Midwest ISO to revise its rates, ~ = " ‘
we will require that the Midwest1SO; in-consultation with Alliance GridCo, file a report .

within 60 days from the date. of this. order 1dentlﬁymg those Alliance GridCo systems- S
which will be employed if Alllance GndCo joins the;] Mld_west 1SO: This report shou]d o
describe the system's funcnon ‘who will: operate. th systern the: period of operations; and N
how the system will be used. .Also to the extent th: dual systems ate used, we expect this -~
situation 1s temporary and we will* requlre ‘that the parties specify in this report an end date’ -~ )
at which time oné system will be used.; We. prowde ’oeiow gu1dance for the. Mldwest ISO o
in determining the use of Allrance GndCos systems-f o

Cntena for: evaluatmg the potentlal use of Alhance GndCo 3 systems must (1) be
determmed by the Midwest 1SO; (2) meet the requnrements in Order No. 2000; 3)be - . -
informed by the ‘division of respon31b111t1es in'the: hjbnd--RTO as discussed i m this order o
and (4) provxde the most. cost-effectwe and secure service: _Mldwest 15O rnay reqmre for- L

64Mldwest ISO at 16—20 Mldwest ISO states that itis usmg a real-tlme .

- monitoring tool that allows it to track post-contmgent ﬂows on all flowgates in its regron

and that with its current-day and next-day security. reviews; the: Mldwest [SOhasbeen: -
allowed to assume the role of Reliability Authority!for its. members in ECAR and MAIN _
"as of December 15, 2001.. Addltronally, the Mldwes 4SO asserts that inost of its tanff o
apphcatlons have been runmng smce the ﬁrst of December

65Coahtmn of Mumclpal and Cooperatrve g ers,,et aI at 20 Detroit Echson at 23 '
(that Alliance GridCo must use systems ‘that-are only nvolved with running a wirés~ R
busmess) Duke etal., at9, Ilinois IndustnaI Energy: n_surners etal. at 10, Mldwest e
ISO Transmission Owners at 15: (settmg up a system ch'relies en coordination of ATC C
calculations 1nstead of a smg]e calculatron creates a greater prospect of i maccurate ATC -
postings), erant at 29 PSE&G-Compames at 9,1 ¢ t 5 and the Vlrgmla
Comrmssmn at 7 8.
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example that data be based onits: formulas and cntena ( ___g_ for fac1hty ratmgs) n order

to ensure that the Midwest ISO: prov1des reliable sérvice.” Midwest ISO may require that - =
data be avallable on 4 timely basis-and:in a-format in- order to provide timely, accurate and =~ -
reliable service to market participants.. Midwest ISO 1 may.establish criteria for integrating =~
systems into its. arch1tecture 1o ensure operatlonal control of 1ransact:ons that are into and :

out of the Alhance GndCo regton : - o o

Thus we mtend that the Mrdwest ISO make max1rnum use of AIllance GndCo s
‘systems that were incurred in- good faxth so long as the i use ‘of those systems conforms " | ,‘z _
with the.guidance above. We also expect that, not\mthstandmg a reasonable transition .
period to be determined by the Midwest: 1SO'in consultation with ‘Alliance GridCo, one -
- set of systems ultlmately w1ll be used for the operatlon of the Mldwest ISO

- We recogmze that Alhance GndCo part:crpants may have mcurred start-up costs to
develop systems that will not be used by the Midwest SO to provide service to Alliance -~
GridCo or other Midwest ISQ entities or: by Alhance GridCo to provide service to -
customers in its footprint. Therefore, we clarify that we intend to allow recovery of all
costs prudently incurred by.any Alliance GridCo'j part1c1pant to establish an RTO once. it is
a member of an RTO:. We w;l] address the venﬁcamon of such costs when therr recovery o
is sought. ' : e ' '

- (3) Proposal on R_ate Desi d eve ue_D':strlbutlon Methodolo

Petrtloners assert that the Cormmssmn has consrstently recogmzed the .

"entitlement" of transmission owners to:tecover, thrcugh transitional surcharges lost ‘
revenues associated with their membershlp in RTOs. -They. state that, in-its early orders on'
Alliance, the Commission approved the use of transmonal surcharges de51gned to -
compensate the transmission owners for the revenues associated with service throughand ..
-out of their individual systems that are lost due to'the ehmmatlon of rate pancaking: They. -
also note that the Commission has approved sirnilar pncmg concepts for other proposed
RTOs, including PJM.. Petitioners add that the Commission recently approved a.
transition period rate design.and revénue distribation methodology for the Midwest ISO
that is designed to rccover the MldWest 180 transmission owners' lost revenues during a -
six-year transxtlon penod However they assert that when apphed to the combmed

66Mldwest Independent.’l"ransmrssmn System'Operator Inc 98 FERC 1| 61 076
s : R S . : ; : (contmued )
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. M1dwest—Alhance regron, th1s methodology would result m si gmﬁcant revenue transfers
from A]hance transmission o_wners to the Mldwest ISO transrmsswn owners and would
unjustly ennch the latter s S

Petltloners assert that, in order for Alhance transrmssmn owners to be fan‘ly
compensated for participating in the. Mldwest ISO. durmg a transmon period, the. S
Commission should find that rate and revenue distribution’ methodo]ogles consistent’ wrth, =
those recommended by Dr. Henderson m an afﬁdavlt attached to their Petltlon be.
‘adopted. Petitioners' proposed rate and revenue distribution. ni¢thodologies are nearly
identical to that which has been prevrously proposed for Alhance and adopted for use -
between the Midwest ISO and Alliance urider the 1lliriots’ Power Settlement Petmoners '

propose that their rate and Ievenue dlstnbunon methodo]ogles reémain in place through
December 31 2004 o

Petltroners proposed rate desrgn 18 based on —a_ mgle non-pancaked rate using a
license plate-approach that would apportmn responmblhty for lost revenues to load, w1th1n :
the Midwest SO and to custorners’ wheehng out of or through the- Midwest ISO on the

basis of the benefit that those customers will receive as aresult-of ehmmatmg pancakmg -

“The license plate rate for dehvery to load mthm each’ hcense"plate pricing zone would .
include two surcharges to recover lost revenues: a Zonal Transmon Ad_]ustment (ZTA)
"and a Super-reglonal Rate Adjustment (SRA)

The ZTA is based on the lost revenues due te{t € rmmatlon of rate pancakmg
within each group of transmxssmn OWners. (Alliance and non—Alhance) The ZTA" reflects
the historical transmlssron charges- that the transrms*s n' owner within a partrcular license. .
plate pricing Zone. paid to other transrmssron owners: wrthm the group of transmission -
owners (Alhance or non—Alllance) to. serve load wnthuuts zone, and-is desrgned to co]lect»'
additional revenue from each zone ini proportlon to ﬂre'?beneﬁts that the transmission =~

_owner within the zone will.realize’ when itno Ionger has.to.pay pancaked ratés for . .

transmission: purchased from other tra‘ rmssmn owne w1thm the group to serve load
w1th1n 1ts zone - : :

( contmued)
' (2002) ' -
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The SRA is: based on ]ost revenues due to the ehmrnatlon of rate pancakmg
between the two.groups of transmission owners (Alhance and'non-Alliance). The SRA is -
calculated in a manner comparable tothe ZTA andis desrgned to.coliect additional -
revenue from each zone in proportion to ‘the benefits that the transmission owner wrthm
the zone will realize when it no longer has'to pay pancaked rates for transmission |
‘purchased from transrmssron owners n the other group to serve’ load Wlthm its zone.

For transmrssron through and out of the Mrdwest ISO Petmoners would apply a.
Regional Through-and-Out Rate- (RTOR) The RTOR is based on the aggregate lost
revenues of all the transmission-owners in the Mrdwest ISO due to the ehmmatron of rate .
pancaking, lessthe lost revenues recovered through the ZTA and SRA :

Petitioners note that therr proposal modrﬁes ﬁhe rate de31gn under the Ilhnms
Power Settlement in a few significant respects. First, the Tllinois Power Settiement
provided that the Midwest ISO and Alliance would each have its own through-and-out -
rates that would apply to transactions into, through, or out of the ' super-regron consisting -
of the two organizations (i.e., the IMinois Power Settlement only eliminated pancaking
between the two organizations for transactlons souremg and sinking within the super- -
region). In contrast, Petitioners propose a single RTOR applicable to transactions through
and out of the expanded Midwest ISO, thereby ehmlnatlng pancakmg on all transactzons
into, through or out of the super-reglon .

Second, the Illrnors Power Settlement llrmted the beneﬁts of the super-regron (e, .
the elimination of pancaking for transactions with source and sink within the super--
region) only.to the systems. of transmissiori owners rhat sighed-an agreement to join either -
the Midwest ISO or Alliance by February 28, 2001- Petitioners would-extend the benefits
of the super-region:to all systems under the expanded Midwest ISO, thereby eliminating
pancaking on all transactrons wrthm the combmed Mrdwest ISO/Alhance footpnnt

Thrrd, Petitroners eXplam that comblmng the two orgamzahons requires an - _
adjustment to the revenue d]StI'lbUthIl methodelogyiin. order to maintain the principle of
‘revenue neutrahty Cun'ently, revenues from the Mrdwest ISORTOR are drstnbuted to-
transmission.owners based on shares of transmission plant, power flows, and lost |
revenues. In contrast, the revenues from the Alliance RTOR would have been distributed. -
within-the Alhance group on the basrs of lost révenyes, "Petitioners propose to distribute -
RTOR revenues through:a two-part process: (1) RTOR revenues 'would fiist be
_distributed: between each group: of transmlsswn owners- (Alhance and non-Alhance) n - !
propomon to each group s aggregate Iost revenues' and (2) these revenues would then be -
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distributed w1thm each group in accordance Wlth that group 's OWn Tevenue dlstnbutlon

protocol. This revenue distribution methodology would rémain in effect only through the _ )
' transition period, ending December:31; 2004, and, ‘Petitioners maintain, would ensure that -

~each group of transmlssmn owners remams revenue: neutral from the ehmmatlon of rate- .
pancakmg SRR

Accordmg to- Petltloners their proposal recovers, lost revenues during the transition -

period according to relative amounts of de-pancaking 1 benefits received by through-and-
out transmission service customers:and load within each !wense plate pricing zone, and "
distributes those revenues between the two. groups.of transmission owners in a mannet f -
consistent with the concept-of revenue neutrahty Petmoners state that, while Alliance -

Companies mtend to use a ZTA, their proposal does not address whether the non-Alliance. -

transmission owners of the Midwest ISO' would msmtute such a charge. Rather, o
Petitioners maintain, that is 4’ matter that would be- appropnately demded among the non-
Alliance transm1ssmn OWners. ‘However, Pehhoners would 1nclude the SRA clementin
all zonal rates. Petitioners state that because the- SRA revenues are transferred between ©
the Alliance and non-Alliance groups, equity con51derat1 ons require that the SRA be used
by both the Alliance and non-Alliance groups, or by neither.- Regardless of whether the '
non-Alliance members institute the ZTA Petitioners propose that the RTOR be
~ developed by subtracting both ZTA and SRA revenues: for the non-Alliance group, along -
with ZTA and SRA revenues for.the Alliance group, from'the aggregate lost revenues.
Without this adjustment, accordmg to Petitioners, thelost revenues associated with de- -
pancaking benefits to load within.the Midwest ISO would become an added responsibility
of through and out transmission service customers \This, Petitioners maintain, would .
constitute a shift in responsibility for lost revenues: from mtemal load to exporting
~ generators that would be inconsistent with the underlying beneﬁt concept and would |
unnecessanly increase the RTOR thereby forec]osmg other‘mse efficient trades between
regmns : : L po

Petitioners subrmt that the purpose of the transmon penod is to prowde a
mechanism for phaszng in new transmission rates that reflect the restructured topography-
under an emerging RTO and that the Commission has recognized that immediate
adoption of new RTO rates, without any: transmona:l considerations; would create
hardships and prov1de substantial. disiricentives for transmission owners to join RTOs in
the first place.’ PCtIthI’lCI’S mamtam that their proposal effectively. mitigates potentially -

‘large cost-shifting: - In addmon Petitioners note that their proposal is largely based on the 2
transition pertod rate demgn agreed to by Alliance Cornpames and the Midwest 1SO:
tIansrmsswn owners in the’ Ilhno:s Power Settlement WhICh has been approved by the
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Conumssmn as bemg reasonable As such, they subxmt,tt forms a settled and reasonable :

basis for the’ deve]opment of trartsnnssron rates durmg the transmon penod

Intervenors Cornments

Intervenors protest vanous aspects of Petmoners -rate proposal These protests
will be discussed in greater detall below G e :

Commis' s10n Determination ;

Intervenors generally oppose Petttloners trans onal rate proposal Mldwest ISO \- i

Transmission Owners maintain that thé Midwest ISO's: exrstlng rate design is consistent”
with the Commission's poltc1es hcense ‘plate rates, an ‘average cost through and out rate,

and a lost revenue surcharge on the through and out rate that produces an overall through Tl

and out rate that is within the range of the license plate Tates:. _They also submit that the

revenue distribution methodology is; tYplcal by glvmg Substannal welght to transmlssmn e

investment and load flows.

Midwest [SO Transmtsston Owners argue that the existence of retail rate freezes - . .

raises concerns about the abthty to recover costs incurred through- the Petitioners'’

. transition surcharges. The. amounts.are not 1nsrgn1ﬁcant, they maintain, as the SRA®
results in-a net outflow of approxrmatcly $40 mtlhocn/year to Alliance Companies. In

- addition, Mldwest ISO Transmission Owners argue; that Petitioners-do not consider, that
the Midwest ISO lost révenue surcharge a.componént of its through and out rate 15 in:
effect through January 31, 2008; thréé' years longer than Petitioners' proposed transmon

o period. According to Mtdwest ISO-Transmission’ Owners ‘calculations, the Midwest

ISO’s existing' RTOR and revenue dlstnbutlon methedology will prodiice greater
revenues for Alliance Compames on ‘a2 present value‘bams than Alliance Compames
proposed SRA and RTOR rncthodology ' '

Wthe the Mndwest ISO’s emstmg rate desrgn and revenue dlstnbutlon
“methodology have been prekusly accepted as reasorn ,ble _we are confronted at this
juncture with impediments that this existing rate demgn creates-for additional
participation in the Midwest ISO. Therefore, as discussed below, we are open to a-

request (e-g:, through a complamt) by any of the Petltloners filed with their application to S

join the Midwest [SO, or thereafter; to revisit the Mldwest ISO’s existing rate design'in’;

order to-evaluate whether itis still con31stent w1th our R'I'O m1t1at1ves gwen its potentla}

to cause abrupt cost shifts.

o ST T g
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' The Cormmssron has consrstently approved the
regional transmissiom service as a transitional’ mechan
would serve as.an 1mped1ment to RTO formatlon o7 ‘Such
typically reflected the embedded cost of transrmssmm‘
that reflect the service areas of mdmdual transmiission:o:
owners. We recognize, however that some adjustme
rates is necessary to prevent: ‘cost shifts as cornpared
- the same time, the elimination of rate: panca[ong is-
" because of the 1 m]unous effect of pancaked rates on fici
. markets for generatlon 68 '

f hcense plate rates for i
‘avoid abrupt cost shifts that

cense plate rates have -
it>of 16ad and pricing zones. *

e-existing pancaked rates: ‘At -

t'and competltrve reglonal

In the Alllance [ Order we condrtlonally approvedfa hcense plate rate .
methodology, like that proposed by- Pet:tloners that took:into: account cost responsrbrhty
and revenue flows under the prior system of. pancakéd rtes; while at the same time. -
establishing a single non-pancaked charge for use of: thi grid®? id “We: beheve that this _

. methodology represents an. 1mprovement upon’ ‘the hcen S8 fplate rate concept because, by
recovering revenues from each zone propottionate to ‘the beneﬁt that each zone receives'
from the elimination of rate pancakmg, it better control ; ,t~sh1ftmg and, thus; better . -
eliminates ratemaking. disincentives to'RTO partlc:lpaﬁo Hile avordmg the i mjunous o
effects on efﬁcxent use of the gnd assocrated wrth rat ancs -

We ﬁnd that Petmoners have raased' vahd coric rns'regardmg potentlal eost sh1fts

due to the Midwest ISO’s existing Tate. «design and 16 distribution methodelogy, cost
shifts that serve as an-impediment to their. members

Petitioners’ proposed transitional:rate methodology
' transition perlod through December 31;2004; provid
these concerns In domg $o, however we stress that

, ntrollmg cost shifts for a short
reasonable basis for addressing

e Order No. 2000 at 31 176

““See Order No 2000 at 31 174-75

69A111ance Compames, et al 94 FERC 1{ 61 07_ 61,31 1_'3;:12 (2-001_) (A]l_iance m

Order)

- rate methodology should
operatmg under the dewest .
(contmued )

mWe a]so beheve that transmonal use of A]lr
provzde greater mcentlves for compames to _]011’1 and be

ers:or. groups of transmission - -
to: such conventional license plate o

entral.godl of our RTO initiative .‘J;"‘_ S

idwest ISO. We also find that L

view the use of license plate .
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rates as transmonal wlule acceptable to contro] abrupt= eost stufts durmg a transrtlon
period of limited duration, license plate rates. are not: ‘end but onIy a'step towards.an -

end--a smg]e system—w1de average rate Whlch refliects the reglonal nature of the serv1ce,' :‘,_-

provrded

We ﬁnd the Mldwest ISO Transmlssxon Own, ,‘resent value companson of
revenues to be rmsgulded. Coneerns regardmg cost shifts are mere: reIevant to the -
immediate futute, during; which: regulatory lag-and rate freezes can serve to trap. costs
Therefore, it is: understan,dab]e that Alliance- Compam '\irou]d give greater weight to the
transition period extending through- Decernber 31,200
the Midwest ISO transition period: extendmg beyond- December 31,72004. Furthermore,
we find unpersuasive Midwest ISO Transtnission Owners' concemns about recovery of the
Petitioners" transitional surcharges due: to ‘the exrstence of retail rate freezes Because the :
- surcharges are designed to reflect the hlstoncal costs ‘of each transmission owner for.
transmission service purqhased to serve 1ts natlve loa ﬁnd that they do not represent B
new costs. - : o R

Con51stent w1th our ﬁndlngs in the Alhance I[[I Order whﬂe we ﬁnd that the R
method used to address cost shifts and lost revenues; is reasonable, we must still eva]uate
the resulting rates and any dlspantles among; them to .ensure that they are reéasonable..
Because of changes in the membershlp of the Midwest- 1S0. and Alliance, as well as the
elimination of pancakmg ‘between- Alliance:and the Midwe
‘under the Illinois Power- Settlement the lostrevenue:a dders that were previonsly filed in

; than the remaining three years of =

compliance with the Alliance III Order and the Comrnission’s:order approving the Tlinois

Power Settlement will need tobe, updated If Petltloners proposed rate de51gn s

e continued) _
ISO as soon as’ possﬂJIe

M'If any of the Petltroners decrde to Jom the M:dwest ISO they may ﬁ]e at'the .
time they file to join the Mldwest 1SO. or thereafter,, ;- mplaint agamst the-Midwest.. - -
ISO’s rate design-and revenue: distribution. methodollo“ that seeks changes in that r_a_te .' B
design and revenue dlstnbutlon methodo]o Yo oo AU ST

nSee March 5 2002 Petr 'on Exhlbrt'JSH latp megﬁ-s o ST e e
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_ adopted as.a result of for example a complamt or rotherwxse revised rates w111 need to ‘
be filed, and at that time, we wﬂl evaluate the resultmg rates to ensure: ‘that they are
reasonable.” . : :

Intervenors state that the rate methodology agreed upon under the Illmors Power
Settlement was prermsed on two RTOs; not one. Because the Commission, in the .~
Alliance VI Order; found that one RTO'is appropnate for ‘the M1dwest they argue, the .-
premise of the settlement and the rate design under it no. longer exists.” Midwest State
Commissions argue that the rate methodology agreed upon in the thms Power-
~ Settlement was. not. de51gned for a much broader Midwest ISO footprint, which today
includes many more transmission owners than those;that negotiated the settlement. .

" -Midwest State Commissions also maintain that Alliance. Companies' SRA and RTOR

calculations are-based on stale data that are no longer representative of revenues that ) e
could potentially be lost dire’ to the elimination.of rate. pancakmg Detroit Edison

maintains that Alliance Compames request to reinstate-the ZT A/SRA methodology must
be subject to a fresh Teview: through a Sectlon 205 ﬁlmg :

In this order we are evaluatmg the pr0posal on 1ts own ments not on the basis of
any rights or obhgatxons under the Ilhnors Power Settlement.. Moreover, as noted above,
on its own merits, we find that it is consistent wuh our pohcles on transmission pricing

for RTOs. Finally, as we explain above, we agree that: the ZTA SRA, and RTOR rates

that have been filed previously are stale-and must be: "jdated If Petitioners’ proposed -

rate design is adopted as a result of; for example, a complamt . or otherwise, revised rates .
will need to be filed, and intervenors will have an opportumty to comment onthe
denvanon of the surcharges at that tlme :

Coahtlon of MUIllClpa] and Cooperatiye Uéei‘s, et al argue that Alliance
Companies should not be allowed to; urulaterally impose an-overall rate design on the
‘Midwest ISO and that the transition rate issues should be pursued through normal
Midwest ISO processes before bemg conmdered by the Comm1331on Detroit Ed1son

73see supra note 72.

74See Detr01t Edrson at 25-26 dewest ISO Transmlssmn Owners at 10, Mldwest e
State Comrmssxons at 9 ' R T :

75538 _P.T_@ note 72 L
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smnlarly faults the proposed u'ansmon rate desrgn for not havmg been vetted through the_
Midwest. ISO stakeholder process S _ ‘

Whrle we generally expect transmlssmn pncmg proposals 1mpact1ng the enttre
RTO region to be subject to:the RTO stakeholder process ‘at this time, giventhe . - .
circumstances that bring: this. proceedmg tous and the: status of negotiations among the
parties, we believe that prompt and decisive action needs to be taken by the Commission.. -
Therefore we. w111 not defer action. pendmg further uttllzatlon of the stakeholder process.

_ Intervenors also argue that the SRA/ZTA and RTOR ‘are unreasonable in concept
LG&E/KU argues that the' SR.A/ZTA methodo]ogy perpetuatcs ex1stmg market lnequltles )
and is, therefore, unreasonable Wllhams argues that the ZTA" amounts to-a tariff on
competitive power that would otherwise be imported. into the service territory of the -
transmission owners.' Midwest’ 1SO Transnussron Owners.state that the SRA is o
unreasonable because it.mposes: costs on. customers; regardless of whether the customer is -

. using Alliance Companies’ transmission system.. In addition, Midwest ISO Transmission
Owners argue, the SRA will not be tied to any partleular transaction or transmission path '
in contrast to the Midwest ISO. approach where the Tost: revenue surcharge will be.
assessed on specific.transactions 1nvolvmg part]cular transrmssmn paths that may be '
reassxgned to recoup part of thc charge -

As we explam above we ﬁnd the Pettttoners?proposal tobe reasonable because it '
should prevent abrupt cost shifts for a short transition: pct‘lod - We believe that the -

. SRA/ZTA and'RTOR control unreasonable cost: shlfts that would otherwise occur.as a

result of the use of license platc rates and, therefore; fepresent a refinement of the license

plate rate concept. - As such, the: Petltloners proposallserves to remove disincentives to

- RTO participation,. thereby expedltmg the evential: ehmmatxon of the rnarket inequities
that LG&E/KU decries: Because the ZT. A/SRA i is desrgned to result in a single non-.
pancaked access charge no ‘matter where the- transactlon originates, we disagree with
Williams' allegation that it will lmpede trade.  We also: reJect MldWeSt ISO Transmission -

“Owners’ suggestion that the ZTA/SRA should only, apply to transactions that use other
transmission owners’ transmission- systems, as that would.essentially resurrect rate
pancaking w1th its dc]etenous effect on efﬁclent and competmve reglonal markets " In

768ec PIM Intercormectlon L L C and Allcgheny Power, 96 FERC 1{ 61 060 at
61,222 (2001) eh‘g gendmg (rejectmg suggestlons that the appropnate place to recover
L (contlnued )
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addition, we disagree with' Midwest 180 Tr:zinsmis'Sioli' Owners that their lost revenue

adder is superior because it is tied to service that can be: reassigned. ‘The fact that. pomt—to-: e

point service can be reassrg,ned does ot Justrfy shlfang costs from network customers to N
point-to-point customers ; - : i

Ormet argues that the Petitiofiers’ ‘proposal is unreasonable because it would allow
Alliance Companies to collect their current level of revenues without regard to whether -
such revenues exceed costs. ‘Similarly, the Wisconsin Cémmission argues that Alliance
Companies should be required to show:that they will under-earn on their transmission
investments in order to Justlfy the transition rate andrevenue disttibution proposal. ‘It
argues that return on investment, not lost revenues, should be the basis for revenue . _
distribution and rates. Ormet argues thata full hearing should beé held to evaluate the -
impact of the proposal in the context of ‘establishing just, reasonable, and not unduly” -
discriminatory rates apphcable to the Mrdwest ISO. It submits that piecemeal
consideration of rate components is hkely to lead to rates that are ne1ther Just nor

“reasonable. -

We will not establish a blanket requirement that transmission owners file an
updated cost-of-service analysis in order to justify their transmona] surcharges since this .
would create an unnecessary unpedunent to RTO partrmpat]on However, if a customer
believes that a transmission owners’ existing rates are¢ no longer just and reasonable, it
can file a complaint under Section 206 of the Federal: Power Act, 16 US.C. § 824e |
(1994). We also deny Ormet’s request that we defer- action since we find that the .

: Petltloners proposal is suﬂimently developed to warrant our consrderatton

Intervenors also cautlon that the denvatlon of the SRA and ZTA isprone to debate
and delay.” ® Detroit Edison argues that this is attributable, in'part, to the fact that

' Alllance Companies have not undergone reclassrﬁcatlon of thelr transmrssmn faclhtles :

( .continued)
all of the PJM West transition costs is on transactlons commg -across the existing
Allegheny/PIM boundary finding that it would essentlally restore pancaked rates, and,
thus, violate one of the fundamental tenets of Order No 2000)

We note. however that the SMD prooess proposes a new, network access service.

7SSee Detroit Edlson at 26 LG&E/KU at4, Mldwest 150 Transm1s51on Owners at

8-10.
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and the fact that rehance on test-year transactlons produces anomalous results. Mrchrgan

Agencies argue that the ZTA/SRA surcharges are umreasonable because they are based on E ‘

the transmission-owners historical- off-system purchases Because Mlchlgan Agencies |
did not hlstoncally nnport power they argue, this results ina cost—sh1ft to them

These ¢ concerns relate to the 1mp1ementat10n of Petttloners pricing proposal. - We '
believe that such concerns are more appropnately addressed to the extent that they

remain, after actual rates are filed.” We encourage. the Midwest ISO and the Alliance and -

non-Alliance transmlssmn owners to address these. concerns as they prepare to file the .-
transitional rates, and we. encourage them fo utilize the- Midwest ISO stakeholder process :

- to the greatest extent practical, in order:to’ resolve or at. least narrow dlsputes over the
1mplementat10n of the rates, before the rates are ﬁled R

‘Duke, et al. and PSE&G Cornpanles state that the current M1dwest ISO RTOR is.

too high, making certain transactions more: costly than they were before the development C

of the Midwest ISO. Duke, et al.; and PSE&G Conipanies, therefore request thatthe .
Petitioners proposal for derivation of the:RTOR bé adopted if it results in a lower rate
than is produced by the currént Midwest ISO RTOR methodology, or, at least, that the
Midwest ISO be ordered to investigate: ‘whether Petitioners' proposal would address
concerns that the Mldwest ISO RTOR is currently too h13h ‘ '

" As we state above we w1ll evaluate the resul‘tmg RTOR when actual rates- are .- |
filed, and Duke et al and PSE&G Compames may renew the1r concerns at that tlme

(4)
Proposal

Petitioners state that Alhance GndCo w111 have 1ts own systerns capable of

. performing all of the services it will need asan ITC and that Alliance GridCo will only:
purchase services from the. Midwest ISO that correspond to the oversight and functional
responsibilities that the Midwest ISO will havé. as the: RTO. Petitioners state that the -
services that Alliance GridCo will purchase ‘from the Mldwest ISO include market
monitoring, ATC calculation, secunty coordination; coordmated regional planning, and -

hosting of an Alliance-interface with the Midwest: ISO OASIS: However, Petitioners note -

that, since the Midwest ISO-and Alhance Gridco will operate in a tiered, decentralized -
fashion, Alliance GridCo will not require 100 percent of eac’n serv1ce that the Mldwest L
ISO will prowde to mdxwdual transrmsswn owners -
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Petmoners c]alm that there are’ two approache 0 pr pncmg RTO services: rece1ved -

by Alliance GridCo from the Midwest 1SO:. The first: epproach they-submit, is to require el

the Midwest ISO to unbundle its services and 1dentzﬁy a fair allocation of costs to the ~ . . .
services to be purchased by Alhance GndCo subject to: venﬁcauon and audit. However, .-
~ according to Petitioners, the Mldwest ISO has’ indicated that it will not further unbuadle -

its services because it does not-want to permit other ITCs to elect. services from such an-- o

unbundled menu of services. - Therefore, Petitioners submlt that as.an alternative

approach to further unbundhng of Midwest 1SO's services, the Midwest ISO should be - o
“limited to:recovering from Alhance GridCo.only Mldwest ISO's. reasonable incremental . -

costs of providing RTO services to Alliance GridCo; ‘Petitioners submit that this = -~

approach should not create precedent for gther ITCs: because the hlstory of A]llance o - |

GridCo is unique in that it is the only ITCi m the Mldwest that has incurred costs to.:
develop its own RTO systems 1n rehance upon the Comrmssmn s orders, guidance and
encouragement - N -

_ Petmoners maintain that itis, consxstent wrth prmclples of cost causation and the

avoidance of cost shifts and cross-subsidies that the Midwest ISO should not be allowed .
to include historical embedded costs for its . Systems in the-price that it charges to Alliance
GridCo for services. Petitioners argue'that allocatmg hlstoncal costs to Alliance GridCo
would result in a significant shift in costs-from existing'customers of the Midwest ISO to.
customers of Alliance GridCo arid’ wou]d result in Alliance GridCo's customers.
substdizing ex1stmg Midwest ISO ‘customers.. Petltloners note that Alliance Compames
have incurred, or are committed to incur; appro:umat y 590 ‘million in start-up costs ih
forming the Alliance RTQ; and the Mldwest ISO has incurred approximately $160
million in pre-operating costs. Petmoners assert that it would be 1nequ1tab1e to require .
Alliance Companies, who relied in good faith on the; Comm1ssmn s prior orders to incur
obligations for the' Alliance RTO start-up costs, to be orced to subsidize existing
Midwest ISO customers by havirig Midwest IS O's hlstoncal embedded costs allocated to
them. They submit that their requést'is consistent with thie Commission's findings-
concerning the formation of PJM West, where the Gormmssron found that it would be
inappropridte to require existing- PJM members to: share in the start-up costs incurred by
Allegheny in Jommg PIM.: RS h :

Petitioners also cla1m that they should not be penahzed for being cost efﬁc1ent
They staté that National. Grid estimates that- the adnnmsh"atrve costs.to be included in the
Alliance GridCo OATT for ongoing operatmg expenses:plus the recovery of start-up
costs will be approximately. $65 million per year, whilé the Midwest ISO estimates:
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approxnnately $80 tmlhon per year to operate its currently emstmg n-ansrmssmn system .

:_ which Petmoners state 1s comparable to the. Alhance GndCo transrmssron system

Intervenors gzommegts R

Intervenors generally oppose Petltloners proposal that Alhance GridCo on]y pay -

for Midwest ISO's'incremental costs of providing ] RTO services to Alliance GridCo, -

arguing that the proposal would result in-customers in the non—Alhance areas:of Midwest |

ISO subsidizing customers in the Alliance. GridCo areas; They argue that Alliance .-

GridCo should be allocated a proportronal share of the Midwest-ISO's fixedcosts for the -.
service that it provides, on the same basis as other Midwest ISO members. Midwest 1SO

Transmission Owners argue that the fact that an. entity joined late should not relieve it of
the obligation to pay.a fair allocatlon of fixed and: variable.costs of the services it a
receives. Midwest [SO states that it will- perform the security coordination function for
Alliance GridCo and that Alliance GridCo should pay the: Midwest ISO's allocable -
embedded costs associated with that functlon In contrast; the Ohio Commission supports
Petitioners' proposal that Alliance GridCo: pay only for Midwest ISO's.incremental costs,
but should not be reqmred to pay for Mtdwest ISO's h1stoncal embedded costs.

dewest ISO states that, 1f the' Mldwest ISO 5 costs are hrgher that reflects the

costs of independence and stakeholder mvolvement that reﬂect the Midwest ISO’s hlgher o
mission; It submits that a significant part ofits. start-up costs reflécts the debt it issuedto

become: self-fundmg and that, from its inception, the Mrdwest ISO has had an
independent board of directors, officers and an mdependent professional staff, while -
Alliance has not had independent boards or staffing; ‘Midwest ISO states that it has its
own building to accommodate. stakeholder meetmgs, while ‘Alliance relies on the facilities

of its members.. ‘Midwest ISO: adds that" it is. far from. certam -that Alha.nce GridCo's.costs, - -

would ulnmately be any lower than those of the Mldwest ISO.: It submits that Alliance

GridCo is not yet operational, and all potentla] COSS! may not yet have been accounted for. '

Therefore, accordmg to the Midwest ISO, comparison of start-up costs is unwarranted;

Midwest ISO also attaches an excerpt of testlmony of two Alliance witnesses before’ the o

Indiana-Commission i in which the witnesses: indicate. that the A]hance RTO adrmmstratwe
cost adder would be in the nei ghborhood of $15/MWH comparable n magmtude to the
Midwest ISO's adrmmsttanve cost adder ] .

Intervenors are split in their support of. unburiciiirtg of the Midwest ISO's.services. -
Midwest State Comrmsswns agree that rates for the: Mrdwest ISO's services should be
unbundled but argue that the extent of necessary unl b ndhng cannot be detertnmed until -
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- the Commlsswn decldes the ﬁmctlons that wxll be perfcrmed by the Mldwest 1SO. At

_that juncture, they submit, the parties shiould be directed to use settlement procedures to’
negotiate a fair resolution of these: cost issues; whlch wouid take into account the extent

that the Midwest ISO's embedded costs relate to RTO services provided to Alliance.

GridCo. Mlcthan Ageneles similarly support: unbundlmg of ithe Midwest ISO's. semces R

but argue that Alliance’ Compames should bear a pro rata share of the Midwest ISO's-
embedded costs connected with service that the Mldwe't%ISO provides. Incontrast, =~
Duke, et al., and- PSE&G Companies comment that every customer should: pay the same - -

price for the same RTO services and that: custorners sheuld not be: able to pick and choose =~ -

the services that they wish-to receive. They argue that: tlus is ‘consistent with the T
Commission’s findings" that the RTO provides a genenc beneﬁt to the region that it serves. .
LG&E/KU states that it is unfair-for the Midwest ISO 1o unbundle its service for ITCs but
not for other fransmissioni.owners. Should the Commission direct the Midwest ISOto -
unbundle its services for Alliance's beneﬁt LG&E/K_U" equest that it make clear that, in -

" no event, will the: Midwest ISO transmission owners' b ar'hny addltlonal costs . '
respons1b111ty resultlng from such unbundlmg

Mldwest State Commlss:ons argue that Petltloners have not estabhshed that the
Midwest ISO has expended money on start-up costs: that would not benefit Alliance . '
GridCo, and that Petitiohers unjustifiably assume that Alliance GridCo's-facilities can be
used by the Midwest ISO. They submit that Alliance GridCo should have the burden of
proving that the Midwest ISO incurred costs for' facnlmes that won't be used to serve

Alliance GridCo and that ‘Alliance GridCo incurred. costs for. facﬂlt:es that could beused -

by the Midwest ISO to provide RTO services. The: result of sucha process, they
maintain, could form the basis for assigning. embedded ‘costs, 1nc1udmg any credit for :
Alliance GridCo facilities that-could be used by the Midwest ISO. Coalition of Municipal
and Cooperative Users: similarly submits that the Midwest 1SO and Alliance need an
opportunity to explore the extent to-which systems already developed by Alliance GridCo
may be usable by either the Midwest ISO or Alliance and that, once they know what -
services will be purchased from the Midwest ISO and ‘what facilities  Allrance will
contribute, the scope of the pricing issue will be knqwn In any event, they assert, the
Commission must not allow cost—respons1b1hty concems to drive resolutlon of ﬁmctlonal
responsﬂnhty issues. - -

To the extent that Alhance Cornpames costs are; determlned to be stranded, the '
Midwest State Comumissions. submit that- procedures necd to be estabhshed to determine
the fair allocation of such costs, and whether they wer_e; prudently incurred. On the latter
issue, the Midwest State Commissions maintain that Alliance Companies' incurrence of
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substantlal costs after July 12 2001 ralscs qucstlons regardmg thcn- prudence However L

they argue, these issues raise factual ‘questions that require. further development of a

_record Mldwest ISO Transmission Qwners-and the Ohio Commission also maintain thét i

an appropnate approach for addrcssmg Alliance Companies' concems is for the

Commission to consider requests to allow recovery of Alliance Compames 'stranded costs S

. 1n transmlsswn rates covermg Alhance Compamcs semce areas.
Commission Detemiig_ ation

~ We donot agree-with Petitioners that Alliance is unique in incurring costs priorto -
participation in'an RTO. We will not grant Petitioners" request that Alliance GridCo- - -
should only pay for the dewest'ISO's incremental costs of providing RTO service to .
Alliance. We find that such pricing is unreasonable because it would resultin customers
outside. the Alliance GridCo area SUbSIdllelg the Midwest ISO's provision of RTO ..
services to Alliance GridCo. Rather, we believe that Alliance GridCo must pay for RTO .
services on the same basis as other Appendix [ transmission owning members of the -
Midwest ISO. Petitioners’ reliarice on.our rulings concerning PTM West are misplaced.
In that proceeding, Allegheny did not seek to betreated any differently from other PIM
participants in terms of paymg its falr share of P.TM'S adnumsu'auve costs, mcludmg
embedded costs. ' - oo

~ We note that the Midwest ISO's pi'op(_isali to unbundle its administrative cost adder
to accommodate Appendix I entities is at issue in an ongoing proceeding in Docket No.
ER02-111-000, in- which hearing procedures have beeri held in abeyance while parties
engage in settlement negotiations before a settlement Judge ‘We find that Alliance
GridCo's payment of the Midwest ISO's administrative cost adder should be subject to-the
~ outcome of that proceeding. We note that the Petitioners here are parties to this -
prOCeedmg and can participate in the ongomg proceedmg '

After the Midwest ISO and Allxance GndCo demde which, if any, of Alhance _
GridCo's systems should be adopted to incorporate. Alliance GridCo into the RTO, the
Midwest ISO should evaluate the Schedule 10 adder applicable to Alliance GridCo to
ensure appropnatc recognition of the costs of such systems contributed by Alliance
GridCo. Alliance GridCo's concerns that it receive: appropnate recognition for the

“facilities that 1t ccmtnbutcs to the RTO.can be addressed at that nme
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(5)' Refund of $60 Million Withdrawal Fee toithe Ilinois Companies '

Petmoners assert that under the Illmcns Powet! Settlement the Ilinois Compames -
were obligated to collectively: pay. $60 million to the- Mldwest ISO in exchange for the
right to depart from the Midwest. ISO and parnclpate} in‘the Alliance RTO. Petitioners .
argue that the $60 million paid by-the Illinois: Compames was in effect an interest-free -
loan to the Midwest I1SOQ; and that the Mldwest ISO used these funds to pay the remainder

of its start-up program. Petitioners contend that withiout these funds the Midwest ISO had - |
. no financial means to become operational, and that the Midwest ISO was able to earn

interest on'the funds advanced by the Illinois- Compames prior to using the funds on pre- '
operational expenses.- Petitioners claim that as a result of the Alliance VI Order, the

~ lllinois Companies were denied the. opportumty to paltlc:lpate in the Alliance RTO, and

thus there has been fallure of consideration for the payment by:the Illinois Companies.
Consequently, Petitioners argue that, if Alliance GridCo participates within the Midwest -
1SO, the Commission should order the Mldwest ISO to refund the $60 million, with -
interest, to the Illinois Companies. -

Intervenors Cornrnents

Intervenors generally argue that thc refund of the. $60 mllhon w1thdrawa1 fee is .
tied to the responsibility for the Mldwest 1SO's embedded costs. They clalm that paymg
the withdrawal fee was required by Section Il of Art]cle V 'of the Midwest 1SO
Transmission Owners Agreement, which provides that a mthdramng member will pay its
allocated share of the Midwest ISO's start-up costs, and:that the $60 million- was the fair
share of start-up cost attributable to the Illinois Comparies. Thercfore they maintain that -
Petitioners' proposai-to be responsible only for increinental costs is inconsistent with.
returning the $60 million exit fee because the Midwest ISO would receive little, if any,
reimbursement of costs incurred té serve the Ilinois| Compa:mes prior to their departure -
from the Midwest ISO. Midwest State Commissions maintain that only after determining
the Illinois Companies' responsibility for fixed costs can‘an equitable case be supported
for refundmg some or. all of the $60 rmlhon They, therefore recommend that resolution

PSee su supra note 4

8°See _g_, M1dwest State Comtmssmns at 15 16 Mldwest ISO at 33-34.
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of this rcfund issuc be defcrrcd until the allocanon of funcmons and the ilinois -

Compames rcspons1b1hty for the Mldwest ISO‘s ﬁxed costs have been establlshed LR

Mldwest ISO rcpresents that based solcly on con51derat10ns of equlty, 1t would

refund the withdrawal fees if the Illinois Companies Téjoined the Midwest [ISO as - - : :
members paying the full Schedule 10 charges and enter into an agreement to pay. the1r fair

" share of the Midwest ISQ's‘costs should they- agamldepart from the Midwest ISO: .
However, under Petitioners’ proposal to only-pay the Midwest ISO's mcremental costs
the Midwest ISO submits, there is no basis for return-of the exit fee in either law or .

- equity. Midwest ISO maintains that the withdrawal fee was not predicated on RTO' status_' o

for Alliance, or even migration of the Minois Companies from the Midwest ISO.to
Alliance, but was based simply on the departure. oflthe Ilhn01s Companies from the
‘Midwest ISO, a condition which remiins fulfilled: ‘Moreover, the Midwest ISO notes

that, pursuant to the Iilinois Power Settlement, a credltmg mechanism already exists to R

properly recognize the Illinois- Companies' contribution to the Midwest ISO's start-up .
costs as they use the Midwest ISO's OATT transmxSsmn services and incur charges

reflecting the Midwest ISO's embedded fixed costsi Therefore according to the Midwest
ISO, the predicate for refundmg the $60 million has not been established and the issue of
interest is not ripe, In any event, the Mldwest ISO; 1argues it should not be required to pay-

interest on the refunded amount at the rate set forth inithe Commission's regulations,
because the Midwest IS0 has only- benefitted from{the withdrawal funds to the extent of

the commerclal tlmc value of money Whlch is; far bslow thc Comm1ssmn s refund interest
rate o

In contrast, Detroit Edison argiees that; sirice the main purpose of the Illinois. |
Power Settlement was the existence of two separate RTOs and this purpose was rejected
by the Commission in the Alliance VI Order, the Oomm1ss1on should declare that the
Illinois Power Settlement is null and void and dJreq:t that the withdrawal fee be refunded. -

upon the Illinois Compames reJommg the Mldwest ISO 83 OhIO Commission states that,

' 81Mldwest State Cormmsswns at 16

sledwest ISO at 33 35,

33Detr01t Echson at 25 28 31- 32
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1f the Comrmssron orders Alhance Compames to jom the Mldwest ISO the Ilhnms BT

Companies should be promptly rermbursed thelr $60 mllllon w1thdrawa1 fee
ngmmr_m_tm L

" We agree wrth mtervenors that refundmg the $60 mllllon pald by the Ilhnms
Companies cannot be considered separately from the: responsrbllxty of the Ilinois

Companies for the Midwest ISO's embedded costs: We, therefore, find that the Mldwest P

ISO's offer, on-equity- conmderattons, to-refund the $60 million provided that the Illinois

Companies commit to pay-their fair share of Midwest ISO's start-up costs, is reasonable. A

We believe that the details of the Tllinois Compames rejoining the Midwest ISO and the
resulting refund should be left for. further negotiation between.the parties. Moreover, we
clarify that the refund of the $60. m1]110n is only relevant to the extent that the Illmors o
Companies opt to join the Mtdwest ISO rather than some other RTO. ‘

The Commrssmn orders

(A) Pettttoners Petltlon is. hereby granted m part and demed, n part as dtscussed -
in the body’ oftlus order . S , _

®) Petltloners and the Mtdwest ISO are heneby dtrected to jointly file a report
within 60 days from the date of this order- descrfbtng whmh Alhance GridCo systems will
be employed as. dtseussed mn the body of thrs order :

(C) A.lhance Compames are hereby dlrected to ﬁle a comphance filing wzthm 30
days from the date of this order, detallmg which R'ITO Pétitioners plan to join and whether -
such partlelpatlon wﬂl be collectwe or mdlwdual as d1scussed n the body of this order.” - -

%0Ohio Commission.at 14, *
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(D) Docket No RTO] 88—01 6 is hereby dlsmlssed and termmated as dlscussed in
the body of thls order ‘ s Fen R

By the Commnssmn Commlssmner Breathxtt concurred W1th a -

separate statcment attachcd
(SEAL) :

o Deputy ;Set;re_taryt ,
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Listed partles have ﬁled notlces of mterventlo_' r'.rnotlons to 1ntervene in Docket

No. EL02- 65-000.- Short-hand references o partles referred in the order are: mdlcated - o

parenthesrs after the name. Late mtervenuons are 1nd1cated by an astensk

Cornpany Nam

Ad Hoc Coahtlon Agamst Seams B P LIS L

Association of Business’ Advocatmg Tanff Equlty (ABATE) AU
" Coalition of Midwest Transmission: Customers andIndustrial Energy User-Ohlo R
Coalition of Municipal and Cooperatrve Users of Al[hance Compames Transrmssron
Consumers Energy Company (Consumers) L

Dairyland Power Cooperative (Dalry]and)
Detroit Edison Company (Detroit Edison) . Tl '

Duke Energy North America, LLC and’ Pubhc Semce Electnc and Gas Electnc PSEG
Power LLC, and PSEG Energy Resotirces. &' Trade; LLC - ‘

Edison Mission Energy,- ‘Edison: MlSSlOIl Marketmg & Tradrng, Inc and Mldwest
Generation EME,LLC - . .

Great River Energy (Great River) .

INlinois Industrial Energy Consumers =
Indiana and Michigan Distributors Assocranon
Indiana Office of Utility Consumer Counselor - =~ .7 '
Louisville Gas & Electric Company and Kentucky Utlhtles Company (LG&E/KU)
‘Madison Gas and: Electnc Company, MlSSOlll'l R_1ver Energy Semces and W;sconsm
Public Power, Inc. -~

Michigan Public Power Agency and the Mlch1gan South Central Power Agency
(Michigan Agencies) - o

MidAmerican Energy Company (MldAmencan)

Midwest Independent System Operator Ine., (MldWCSt ISO)

Midwest ISO ‘Transmission Owners . g

Mirant Companies (Mirant) Sl
NRG Energy, Inc. (NRG Energy) * a, R
Ohio Consumers' Counselor: - Lo
Ormet Primary Aluminum Corporanon (Grmet)
PJM Interconnection, L.L.C. (PJM) : R ' '
Public Service Electric' and Gas- Company, PSEG Energy Resources & Trade L. L. C and
PSEG Power Power LLC (PSE&G Cornpanles) T
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Pubhc Interest Orgamzatlons S : A I
Public Service Commission of West Vlrglma (W est Vlrglma Comm]ssmn) *
Public Service Commission of Wisconsin- (Wisconsin Cormmssmn)*
- Public Utilities"Commission of Ohio (Ohio Connmssmn)
Reliant Resources, Inc. (Reliant Resources) : e -
' The State of Mlchlgan, the Michigan Public: Semce Comrmssmn the Illmms Commerce -
Commission, ‘the Oklahoma Corporation Comrmssmn the Indiana Utlhty Regulatory
Commission, the Oklahoma. Corporanon Commission; the Public. Service. Commission of -

_the Commonwealth.of Kentucky, and the anesota Deparunent of Commerce (Midwest b -

State Commissions) - Lo L A
TRANSLmk Partlc1pants e e
Vlrglma State Corporanon Comnussmn (V nguua COmmsswn)
Williams Energy Marketing & Trading: Company- (W 1111ams) o
Wisconsin Electric Power Company (W'EPCO)

Wolverine Power Supply Cooperatlve, Inc: (Wolvenne)




 and RTOI88-016 . .. .

Appendtx B

Ltsted partres have jomt]y ﬁled comments and/or protests in Docket No EL02—65-' . ‘, '

:000. Short-hand references to parttes referred in. thls order are mdtcated in parenthesxs
afterthename . LoTEATLL

Coalition. of MUnlcrpsl'and Cooperan\fe Users of Alliance Compatnes ‘Transmission,
Wisconsin Public Power; Inc., Madison Gas and Electric Company, and Missouri Rtver
Energy Services (Coalltton of Mumclpal and Cooperattve Users tal ) '

Duke Energy North Amenca, LLC and Publtc Semce Electnc and Gas Company, PSEG
Power LLC and PSEG Energy Resources & Trade LLC (Duke et al ) ' ‘

Edison Mlssmn Energy, EdlSOIl Mtsswn Marketmg & Tradmg, Inc , and Mtdwest |
Generation EME,; LLC (Ed]SOIl t al. ) :

linois Industna] Energy Consumers Coahtton of Mtdwest Transrmsswn Customers,
- Industrial Energy Users- Ohio; the Assoc1atlon of Busmess Advocating Tariff Equity, .
Missouri Office of the Public Counsel Indiana Office of Utility Conisumer Counselor,

Ohio Consumers’ Counsel and Publtc Interest Orgamzattons (I111n01s Industrtal Energy
Consumers, et al) : : : :

_ Lou1sv:11e Gas & Electnc Company and Kentucky Utthtles Company (LG&E/KU)

Mtchlgan Pubhc Power Agency and the Mtchlgan South Central Power Agency
(Mtchgan Agenmes)

Public Service Electric and Gas Company, PSEG Energy Resources & Trade L.L.C. and
PSEG Power Power LLC (PSE&G Compames) B :

The State.of Mlchlgaﬂ the Mtchtgan Pubhc Serv1ce COIDIIIISSIOI] the Illinois Commerce
Commission, the Oklahoma Coerporations Commission; the Indiana Utility Regulatory
Commission, the Oklahoma Corporation Comm1sston the Public Service Commission of
the Commonwealth of Kentucky and the anesota Department of Commerce (Midwest -
State Comm1551ons) o
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Appendlx D‘. Page 1 of 2

Delegatwn of Functlons Allowed by this Order |

' -R-.ro::-:__ .

with its processes

R_esponsibility _ 'Alliahce Gridco
" Tarff | - Singletariff - |’ Unilateral filing rights under .|
Administ'rationi Co _ ‘administered - f‘_t:‘ :sec. 205 for revenue requirements. |
R : bythe RT@ | 1ncludmg rate design and incentive- |
- rates within its footprint, after
| & consultation with the RTO;
.- separate schedules, but not -’
C e LEL ' ‘separate tariff. .
OASIS .| " Single OASISnode, | Site page for Alliance service under |
. © ..o 0| o RTO OASIS node.
ATC/TTC A-'inte_rim” - RTO assures = ri‘-"Cr}aIeulatesA ATC/AFC, subject to
R ‘‘consistency . | approval by RTO and consistency

* . with RTO processes.

ATC/TTC -ong- .

““RTO p_rO\{Jdes.-mputs . . Determines TTC using _'
term . for CBM and TRM and |- RTO.formulas and methodologies.
o - calculates ATC. . | o : '
Maintenance-of - RTO approves "." Coordinates maintenance
outages. : __mamtenance for. cntlcal;, S fof generators and non-critical
- transission facilities. | . transniisé'ibn facilities in its |
o ) ' - area." Obtains approval for
_ cntlcal transmission facxhtles
Operational : Operates into, out of, | Schedules and physmally operates ,
Authority " . - .and through S 5’ ‘transmission with source and sink
'  transactions. .. ' inside footprint. "
Reliability, Security | Responsﬂale for - | . Takes corrective action for
and | - rehablhty for, entlre - rehabﬂlty inside footprint under
Coordination reglon RTO superv1snon
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Parallel Pagl_iF_]oWs |

Manages para]lel path
ﬂow for reglon

Ass.1sts in the management of . |
-, parallel path flows ) L
dmmg emergencles 7

Append]xD Page 2iof.

Delegatlon of Functions Allowed bysth' "'"Order (contmued)

X congesﬁon management 1

Responsibility el - RTO- = E ‘_Allian'ce_Gr'id'co .
Congésﬁon Rcsponsﬂ:]c for L
Management - ) 1mplcmcntmg

thlS hme

: Ahcilla_ry :
Services - )

“Provider of last resort for.
'_' a:ncillary services other -

. system control.and-
.. dispatch; voltage control;

__ttian scheduling; -

' and regulation..

o Prov1de ancﬂlary services,
:scheduling, system control and -
= dispatch; voltage control; and,
regulatlon service. Alliance may
prov1de non-real time imbalance

energy and ancillary services upon |
a'-showmg of nohamm to.an RTO's |~ -

ancﬂla.ry service and mlbalance
energy markets.

Planning and . - |
Expansion = - |

' 'Authdri’fyi‘f-of_iiegi_om_, Bk
- Directs expansions as .
requlred ‘Develop Jomt

pl annmg protocoI

Develop _]Omt plannmg protocol.
Respons1b1e for planning'and
xpansion of its own system, but
.Where RTO has uitimate authority.

i when there are material impacts

" outside of Alliance.

Market. * - “
Monitpﬁn g

e Monitors market for-. | {
| iyt e £EITE TEGIOM.

; "'N(_)--magkct monitoring duties .
requested. Proposal to impose

: aand collect penalties is regccted

L W]thoutprejudice C

3No rcspons1b1ht1es authonzed at |
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W

Losses -interim - {" RTO ‘assures conslstency
w1th 1ts processes :

_ consmtency with processes. -

term:

Losses -fong- | * singlq-mcthodfsystcm-ﬁ‘

l_.'_ thls time. -

Proposed procedure for losses, j )
ubject:to; :approval by RTO and X

No rcsponsxblhtles authorized at - .
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F EDERAL ENERGY REGULATORY COMMISSION

Alliance Companies -~~~ . " - "’ Docket No. EL02-65-000 .

Ameren lScr\;iCcsiC.ompa_ny .
On 'behalf of: :

_ Umon Elcctrlc Company L
Ccntral Illmms Publzc Service Company

Amencan Electnc Power Serv1ce Corporatlon |

- On behalf of

- Appalachlan Power Company _
- Columbus Southern Power Company
' Indiana Michigan. Power Company '~
Kentucky Power Company '
Kingsport Power Company
Ohio Power Company _
Wheeling Power Company - *

Dayton Power and Light Company:

Ex.e]onrco'rporation o
On behalfof: -
Commonwealth Edison Comp.an'y R
Comimonwealth Ed1son Company
of Indlana Inc.

FirstEnergy Corporation
On behalf of:

Amencan Tra.nsmlsswn Systems Inc T
Cleveland Electric Illuminating Power Company
Ohio Edison Company '

Pennsylvania Power Company

Toledo EdlSOn Company ”
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Ilhnors Power Company
Northern Indrana Publlc Servme Company-__r . &
and.ﬂ'.‘--..- o |

' National Grid ;o‘sLA.. :

Alliance Corripanies. ~ & =+ “Docket No. RT01-88-016 .-

Arneren Servii:églcdmpaﬁy_ REIEEE TP
On behalf of’ .

Umon Electnc Company e
Central Illmors Publlc Servrce Company

Amencan Electric Power Servxce Corporatlon
. On behalf of ) :

: Appalachlan Power Company
Columbus.Southern Power Company

~ Indiana Michigan Power Company

- Kentucky Power Company R
Kingsport Power Company o _
Ohio Power Company - ST

‘ Wheelmg Power Company

Consumers Energy Company and 5 :
Mlchrgan Electric Transrmssron Company

Dayton Power and nght Company

Exelon Corporatlon '
On behalf of

Comrnonwealth EdlSOl’l Company -
Commonwealth Edrson Company
of Indiana, Inc.. '
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FlrstEnergy Corporataon
N On behalf of

Amencan Transrmss:on Systems, Inc e
~ Cleveland Electric; Illummatlng Power Company .
~ Ohio Edison Company‘ el .
' Pennsy]vama Power Company
. 'ToIedo EdISOIl Company

Illinois Power Compan

Northern Indlana Pubhc Serv:ee Company

Vlrglma Electnc and Power Cornpany S
- :-"'(E"I-"s__shé?i:Apjril 25,2002)

Breathltt Commlssmner onc g

In order for A]hance Compamcs to ﬁnahze their _usmess dec151ons regardmg RTO

formation and their particular business model, thcy asked the Conimissior for a -
declarator:,r order.. The order we are: puttmg forth makes certam calls on the functlons

they propose to shate with an R’I‘O ITam pleased tha We | aIe actlng on therr requcst and I

am votmg in the afﬁrmatve on thlS order

However I have reservahons that are. sufﬁcm;n ough that I feel compelled to

‘write scparately. My reasons for concumng in'this ordér dre similar to those reasons
expressed in my concurrence- on'the: TRANSLmk orde
calls we make will allow: ITC's - such as the one A]]’
~ viable and v1brant busmesses R

ce '\mshes to form to becomc .

- In addmon to makmg calls on several 1ssues related 'to delega’aons of functlons o

between Alliance and an RTO, today’s order directs: Allzance Companies to-make a
comphance fi lmg w1th1n 30 days to apprlsc th e Co’

" Issued concmrent]y in. TRANSLmk Transmls on Company, L L C etal. al in
_Dockct Nos ECOI 156 000 et a] : :

' ] am uneasy about whether the S

1on of thelr lntentlons forjoining . - '
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a spemﬁc RTO e1the1' collectwely ar 1nd1v1dually -Also;.th e.order dlrects Mldwest ISO R
-in consultation with the Alliance GridCo; to file within 60 days, areport identifying those, -, . =

" Alliance GridCo systems that will be used by M]dwe
“ISO. Additional parts of the order require contmued._ egotiation to resolve outstanding -

j_;O if-Alliance joins the Midwest =~

issues (suchas the dlsposmon of the $60 rmlhon mthdrawal fee) or rcqmre collaboratlve U | .

efforts between the parnes

Because I recogmze that there is st111 ‘much work mvolved in both decxdmg the,

compatibility of the Midwest ISOr system and the. Alllance GndCo operatmns and in any e L

collaborative discussions; I beheve that we may needto’ ‘give more time to the parties to-

‘resolve these i issues.’ “We are askmg Alliance Compames to.state thetr RTO decisions i e

30 days based on mcomplete information about such intportant issues as the'recovery of - ..
their prior investment iri system facilities.’ In this mstance, ina push to find RTO homes °

for all of the Mldwestern entities, we mlght be askntg—'Alllance Compames to put the cart e |

~ before the horse.

_ Futhetmore Inote that unt:l the Comrmssw ‘ esolves the 1ssues pendmg on
.- rehearing in Docket Nos. RT01-88- OOO et al 2 Alhahce Compames are Ieft w1th
continuing uncertamty in- the1r RTO plans S

-F or the foregomg reasons, I respectful]y conqur

Commxssmner

? 97 FERC 461,327 (2001). + .7~




