[image: image1.jpg]AMERICAN TRANSMISSION COMPANY"*
THE ENERGY AGOESS GCOMPANY

N E W S Media Line: 262-506-6767
Fax: 262-506-6704

N19 W23993 RIDGEVIEW PARKWAY WEST = P.O. BOX 47 8 WAUKESHA, WI 53187-0047
262-506-6700 1 Toll Free: 866-899-3204 » Fax: 262-506-6710 = www. atcllc. com




From:
Maripat Blankenheim



March 13, 2003

ATC recommends new ways to encourage needed construction 

SMD must encourage strong transmission policies to realize benefits
WAUKESHA, Wis. – American Transmission Company today filed comments with the Federal Energy Regulatory Commission urging Commissioners to consider new and better ways of encouraging needed transmission infrastructure construction.

Specifically, ATC recommends allowing construction work in progress, or CWIP, in rate base in lieu of allowance for funds used during construction, or AFUDC, to improve cash flow, reduce financing costs and smooth out rate increases. Additionally, FERC should allow annual expensing and current rate recovery treatment of pre-certification costs because it is less expensive to customers and would also reduce construction risk.  

“The Commission will have the greatest ability to bring about the benefits of standard market design if it develops policies that encourage development of stand-alone transmission companies, independent operation of the grid and new transmission construction,” said Dale A. Landgren, Vice President and Chief Strategic Officer at ATC.

Chief among the points raised in the filing are:

· Policies and rate designs should encourage the formation of stand-alone transmission companies – Any policies or incentives FERC adopts must be sufficiently flexible to allow transmission companies at various stages of development to balance risks against the rewards associated with their particular business model. To improve transmission infrastructure, the Commission should consider adopting practices and policies aimed at reducing the business risks faced by stand-alone transmission companies.

· Rate treatments and policies should encourage new transmission construction – Many of the electricity market concerns that the standard market design notice of proposed rulemaking is attempting to eliminate are, in part, caused or exacerbated by a shortage of transmission facilities. While there are proposed incentives for new construction in the proposed policy statement, FERC should develop policies that provide an array of options from which entities can choose to mitigate the risk of undertaking new construction. ATC’s goal is to minimize the rate impacts associated with building new transmission facilities on its system.

· Attaining SMD goals depends on independent operation of the grid and encouraging new transmission construction – Independent operation of the grid, coupled with appropriate policies to encourage robust transmission expansion by all forms of stand-

alone transmission companies will bring the greatest benefits to the emerging wholesale electricity markets. Stand-alone transmission companies operating within an approved RTO can offer superior benefits by realizing the goals identified in the SMD NOPR, particularly in planning and building new transmission, regardless of where they are on the independence spectrum.

· ATC’s business model has been successful in undertaking new construction – ATC has demonstrated its commitment and ability to improve the transmission infrastructure within its footprint. FERC should establish policies that encourage companies like ATC that have a proven track record for successfully building new transmission facilities.

· Passive ownership should be considered independent for stand-alone transmission companies – FERC should encourage a broad spectrum of transmission ownership models that will help the Commission achieve its SMD goals. Excluding entities with passive ownership from receiving any incentives will discourage formation of stand-alone transmission companies. FERC should not discourage passive ownership on the grounds that such arrangements will require extensive Commission resources for case-by-case reviews and compliance audits of various passive ownership arrangements. The passive/active distinction is well recognized and has been accommodated in a number of areas by other federal agencies.

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.
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