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SMD rule should encourage new transmission investment
ATC comments to FERC on ways to ensure reliable, competitive markets

WAUKESHA, Wis. – American Transmission Company officials are concerned that concepts in the Notice of Proposed Rulemaking issued by the Federal Energy Regulatory Commission on standard market design will inhibit new transmission investment rather than encourage it.

In comments to FERC, ATC said the NOPR “acknowledges the need for new transmission investment, but it does not recognize the severity of the problem, especially in those regions such as the Midwest without a history of close coordination and integrated planning such as existed among PJM participants.”

ATC supports FERC’s stated goal of facilitating the development of competitive bulk power markets, but believes the NOPR wouldn’t establish the needed regulatory and commercial framework that will facilitate the timely addition of new transmission infrastructure. In fact, the proposed rule would prove to be counterproductive by trying to develop a competitive transmission structure and viewing transmission as a market participant and competitor to generation and demand rather than as the enabler to the marketplace that it really needs to be.

The best way to ensure reliable and competitive markets is to:

· Separate generation and transmission assets – A profit-driven, stand-alone transmission sector subject to a legal service obligation and continuing federal and state regulatory oversight will have strong incentives to provide the needed infrastructure. There are no other entities in the marketplace whose business models will have a similar convergence of shareholder and customer interests coupled with the technical expertise and financial ability to get things done as the newly emerging stand alone transmission companies. FERC should allow each region of the country to select the business models which best fit its unique political, economic and market circumstances while still satisfying the core NOPR market design and independence objectives.

· Design an efficient allocation of local versus regional facility cost – Transmission pricing under the proposed SMD framework should reflect the principle of cost causation so those market participants whose location and use of the system imposes the greatest costs should pay a corresponding share of the overall transmission revenue requirement.

To achieve this objective, a single, non-pancaked access charge would be imposed on all transmission customers taking power off the transmission grid, based on how and where they use the system. The access charge would conceptually be separated into regional/highway and local zone components. By assigning costs at both the regional and local level, local ratepayers are not burdened with paying for facilities they do not benefit from. At the same time, this pricing structure avoids the many problems that direct assignment of costs to generators – so-called participant funding – creates.

· Implement a planning process that reflects local versus regional responsibilities. Primary reliance on highly centralized planning by RTOs, and a market-based approach to transmission development by competitive merchant entities, is unlikely to ensure that all of the needed investment in transmission infrastructure will be forthcoming. The need for state and local public support in the existing transmission licensing and siting process and the bifurcation of regulatory responsibility for transmission-related matters between federal and state regulators suggests an alternative planning approach that addresses needs at the local level where transmission owners provide input to the RTO regional planning process.
ATC advocates a planning model that is both bottom-up to meet local customer needs and top-down to meet broader regional needs. Such a multi-tiered planning approach can be implemented by RTOs without compromising the key market efficiency and independence objectives underlying the Commission's market.

FERC’s efforts to create competitive energy markets will succeed only if the necessary transmission infrastructure is in place. If the Commission moves forward with standard market design effort, its proposals for transmission planning and expansion must be modified.

ATC plans, constructs, operates, maintains and will expand its transmission facilities to provide for adequate and reliable transmission of power. It provides non-discriminatory service to all customers, supporting effective competition in energy markets without favoring any market participant. A member of the Midwest ISO regional transmission organization, ATC owns more than 8,900 miles of transmission lines with a total investment of approximately $700 million in transmission facilities in portions of Wisconsin, Michigan and Illinois.

To review ATC’s comments in their entirety, visit www.atcllc.com.
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