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Enron Power Marketing, Inc. and Enron Energy Services, Inc. (jointly “Enron”) applaud the Commission for taking this important and necessary step towards eliminating the residual discriminatory and balkanized transmission practices in the Southeastern United States.  The Commission has correctly recognized that, without clear direction to form a single RTO through Commission involvement through the mediation process, the vertically integrated utilities will continue to procrastinate and maintain the status quo, as they have done since the Commission issued Order No. 2000 in December, 1999.

Enron is a power marketer in the United States, buying and selling power for both wholesale and retail customers throughout the United States.

Key Issues


The following key issues must be decided in this mediation proceeding:
· The Commission has clearly established the basic scope and configuration of the Southeast RTO to include the members of GridSouth RTO, Southern Company, and Entergy (and possibly GridFlorida and SPP).  However, the mediation process should also conclude that additional entities (jurisdictional and non-jurisdictional, such as TVA and Santee Cooper) should join the Southeast RTO.
· The Commission is correct in recognizing that the RTO needs a truly independent board.  The independent board should be quickly established in order for the decisions impacting the market structure to be implemented.  The board should base its decisions on the Commission’s general framework for RTOs set forth in its orders last week.

· There must be one business model, including the congestion management system.  The Commission should not allow the start-up costs of a larger RTO to be a deterrent – the efficiencies that result from an appropriate seamless marketplace will quickly recover the start-up costs, thereby perhaps eliminating the need to build an additional peaking plant that can cost $250 - $500 million.

· The Commission expressed concern that an RTO does not have the ability to coordinate separate control areas and therefore have full operational control over the transmission facilities within the RTO.  In order for the RTO to have full operational control, the Commission should require the establishment of one control area per RTO with a uniform set of market rules and procedures.  This can be facilitated through the adoption of rules that effectively eliminate the inherent bias and preferential treatment enjoyed by most established utility control areas today.  Such rules should include the elimination of requirements for day ahead balanced schedules (which do not facilitate reliability and only perpetuate the individual control area advantages) and the adoption of rules that effectively provide that all customers of the transmission system are under the same rates, terms and conditions of a tariff (a “network plus”- type service.)

· As the Commission determined in the GridSouth order, a Market-Based Long-Term congestion management system must be established.  The Commission is correct that the development of the market is an absolute requirement for its long term policies to be met, and this development should not be based on the business interests of any one participant.  Enron fully supports the Commission’s requirement that the new Southeast RTO utilize the “best practices” of well functioning ISOs.  Enron supports the use of a system that provides for a transparent real time energy market in conjunction with a method to manage transmission risks through the ability to hedge.  In order to ensure that the Commission’s December 15, 2002 timetable for Day 2 operations is met, it is useful to look to other established, well functioning ISOs for systems.  A real time energy market, with no requirement for balanced schedules, will provide liquid energy markets and valuable real time price signals to all customers, including endusers.  Permitting unbalanced schedules on a day ahead basis gives a customer the ability to choose its appropriate balance between hedging power on a forward basis or accessing the spot market.
In addition, a real time energy market provides the correct market signals to customers, including load (for demand side management) and developers of generation and transmission, of where and how to manage supply and demand.  This would then greatly facilitate the planning and expansion function of the RTO because the market will begin to make appropriate decisions, which will result in more innovation and cost effective expansions (whether the expansion comes from DG, load reduction/intra day use changes from peak to off-peak, generation, or transmission.)

Finally, a liquid real time market will facilitate the provision of ancillary services without the need for the establishment of numerous differing ancillary service products, with the inherent requirement for each product to be effectively monitored for market design flaws, etc.

· In the GridSouth order, the Commission rightly recognized that the interconnection process should be under the control of the RTO, not the utilities.  This process can be facilitated by the adoption of previously approved standards and pro forma agreements, for example, GridSouth’s procedures and a combination of the best practices from the pro forma agreements of Entergy, Arizona Public Service, Consumers, etc.  A group of stakeholder interests could submit to the judge their favored parts from approved agreements and a merged document could be produced rather quickly.

· The Commission can improve the market implementation by allocating the transmission rates through load-based access charges.  The RTO can be rewarded for providing more throughput, higher customer satisfaction and increased reliability, all of which are facilitated by the establishment of real time price signals.

· Finally, the Commission’s preference for only four RTOs nationwide eliminates many of the seams issues.  The use of one type of base system that includes similar scheduling and congestion management practices and deadlines will all but conquer the remaining seams issues.

Proposed Milestones, Procedural Schedule and

Filing Date

Southeast RTO Start-Up Date:

December 1, 2002

Issues to be Resolved:

· Implement an Independent Board of Directors and establish governance procedures to allow for stakeholder involvement

· Consolidate control areas into one control area in the Southeast, run by the RTO

· Establish a market based congestion management system with a real time energy market

· Put all transmission service under the RTO’s transmission tariff subject to the same nondiscriminatory rates, terms and conditions of service

· Establish the appropriate tariff services to be provided by the RTO, including a “Network Plus” type of service available to all transmission customers

· Ensure that the RTO has full control over all operational issues, including calculation of ATC and TTC

· Establish pro forma interconnection procedures

· Develop the appropriate structure of the RTO to address nonjurisdictional entities’ membership issues

· Establish Market Monitoring procedures

Proposed Milestones/Procedural Schedule

July 17, 2001:


Start of Mediation Proceeding

-
Establish working groups to address the individual issues identified above

July 20, 2001:
All Transmission Providers Must Notify the Judge of their Intent to Join the RTO

September 10, 2001:

End of Mediation – ALJ sends to the Commission:





-
Milestones with Procedural Schedule





-
Proposed RTO Filing Date

-
Broad Outline of RTO Structure with list of transmission owner members 

-
Issues to be resolved by the Commission

September 10, 2001:
Independent Board begins operation and governance structure is implemented



-
Board also begins hiring staff for RTO

October 1, 2001:
Working Groups submit proposals to Board for consideration

November 1, 2001:
Board considers working group proposals and resolves issues in dispute and directs Southeast RTO staff to prepare Commission filing

December 1, 2001:
Southeast RTO submits joint RTO filing to the Commission

February 1, 2002:

Commission issues order on Southeast RTO proposal

December 1, 2002:
Software written, testing completed, and new Southeast RTO goes in service

