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FERC, NERC, WSCC PPI? 

- Tho Federal Energy Rogulaloly Commissmn (m fsrc.gov) 
- Regulates the transm!sslo? and sale of 081, nalural gas and electr#c#ly 8n 

lnterstale Commerce 
- L~censes and lnspeclr pnvate, munlclpal and slate hydmeleclrlc pm]ects - 

oversees rebled envronmental manes 
- Admlnlsters repodlng and conduct of lurlsdct~onal cornpanes - The Notth American Elsctrlc Reliability Council (m.ns rc .com)  
- Voluntary organzatlon that pmmotes the rel~abll~ly of the electrtc supply of 

the US Canada 8 pads of Mexlm 
- Made up of 10 reganal munclls 

Tho Western Systems Cwrdinating Council ( m . ~ c c . c a l m a i n . h t m l )  
- Provdes Ihs mordlmlion that 1s essential 8" operatlng and planning a 

rollable and adequate electnc power system for the western pad of the 
canunental Unlted States. Canada and Mexico 

- Largest NERC rellabllny regan - ~n western US. Canada 8 nodhern Bala 
Mexrco 
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WSCC (WECC) Control Areas P P ~  

WSCC CONTROL 

, ...., . .. . . . . . . .. 
Control Area ppl ;: 

A n  electric power system bounded  b y  ~nterconnect ion tle line 
metenng 8 telemetry in  which a n  A G C  performs the following 
reltability funf l~ons. 

- Matches generaton, capaclry 8 energy purchases to load 

- Ma~ntalns scheduled ~nterchange wlth other Contml Areas 

- Malntalns the frequency of  the electnc power system 

- Pmwdes sufflclent generating capaclry to malntaln operatlng 

reserves 



Open Access *;::.< 
ppl . 

-The Transition Begins- 

Created and regulated per FERC Orders U's 888. 889 8 638 

Order #888 
- Promotes wholesale compelltlon through open access now 

discnmlnatory transmlsslon service by pubilc UBIttieS 

Develop wst based transmlsslon tanffs . Functional Unbundltng 

' Comparabll~ly 

- Rewvery or stranded costs - Order #889 
- OASIS - Busmess Pracftces 8 Funcf~onal Specoficatlons 

- Standards of Conduct - Order #638 - Clar~fication of Busmess Pract~ces 8 Funcl~onal 

Spec~fications 
- On-Llne Prlce Nqlotlatan lor Transmlssoon through OASIS 

- Slandardlzed Path Names 8 Terms 
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3 Proposed RTOs in the West P P ~  >' 
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RTOs pPl z: 

Regional Iransmission grganlralions - Created and regulated per FERC 

Oldsm Us ZOW 6 ZOOOA - To promote canpetillon tn wholesale po-r 

markets by eliminating tranmiss~on-related k r n e r s  bswsen po-r rreilsrr 

and buyers. - 
.Four Characteristics 

(1) Independence. (2) Scope 6 Configuration. (3) Operational 
Authority. (4) Shon4erm Rel~abiiity 

.Three Western RTOs - at this time 

RTO West will encanpass the Montana System 

RTOs should enhance wholesale sanpet~tion by: 

- Elim~nalmg rate pansakbng (across systems) 

. Prowidlrg qu.1 eccess to grid by eIlparlicpenls 

Snnplrfyrrg Trmnrrl~om 

Expcled result will be lover cosb and inreared reliebrlily 
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.. - WSCC Transfer Capability P P ~  2" 
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Congestion ppl ;:: 

UTYBU 

a>,. .--- .. -. . ' .  Many Transm~ss~on . . .  , 

Paths are Bottlenecked or 
"Congested" 

Congeshon management 
IS a sign~frcanl issue ~n 
R TO rule desrgn 

Exktlng Firm Transmfss,on 
rrghts are also an issue 
~n RTO desrgn f111ngs 
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Montana Generation P P ~  ;'' 
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Mid Columbia Hydro Generation P P ~  

b t t d l ~  m r i w a  Am 
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Part 2 - Power Marketing 
Functions 

Id 
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Physical Commodity Market ppl'2i: 

There are three dist~nct markets: 

.Real Time 

.Pre-Schedule 

.Term 



.:..: . . .... . p;l ;. 

Real Time 

Hourly Respons~bilit~es (7x24) 

Transactions sizes vary as necessary to balance lwds  and 
resources - Short lead tlme to respond 

Generation monltorlng and forced outage management 
Economic dlspatch of all resources including purchased power 
Hourly load management, loss, and resource balancing 
Hourly transmlsslon procurement and power schedullng - Response to transmiss~on outages, curlallments, and 
lntermptlons 

.;.::;. 

Pre-Schedule ppj?: 

Respons~ble for tradlng 8 schedullng next day - 3 month term 

- Typ~cally transact uslng standard products In blocks of 25 MWs - Narrow (4 hour) tradlng wlndow each mornlng prlor to 
transmlss~on scheduling deadlines - Generatlon, load. and transmlsslon preschedullng - Dally transmission procurement, tagglng, and power scheduling 

Shon term market analysis 

17 
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TermMlholesale Marketing ppl .:- 

Long-Term Transact~ons from pre-scheduled to multlple years In 
length 

Products are usually structured to a parltcular customers needs 
(I e. shaped, optlons etc ) - Ample time to negotiate a desired price 

. Less volatll~ty and less liquldlty over time 

Requires long term market analysis 
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ppl 2;: 

Transmission Management 

Execut~on and management of all transmission agreements - Management of all transmission rates and tar~ffs 

Transmlss~on route plann~ng 
Congest~on management and re-routlng 
FERC. NERC. WSCC. NWPP monltonng and compl~ance 

:. >:: .A ppl ;:: 
Resource Coordination .; 

Management of hydro coord~natlon agreements (PNCA. MRCA) 
Generat~on forecast~ng. plann~ng, and maintenance coordlnat~on 
Compl~ance w~th operat~onal and reporllng requirements of plant 
licenses 
Compliance with prov~sions of the Generation Interconnection 
Agreements 
Development of optlmlzed plant operatlng strategy lnclud~ng 
operatlng reserves, and water management 
Partic~pation In the Emergency Act~on Plans 

0 
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ppl 3: 

Risk Management and Pricing 

Pnce D~scovery and Curve Construct~on 
- Fwward prlce discovery 
- Curve construction 8 product prlcing 
- Capture and manage h~storlcal prices 
- Monltor natural gas forwards/h~stoncal data 

Risk Management 
- Asslst In the development and application of the R~sk 

Program 
- ldent~fy and desegregate components of transactions 

- Perform mark-to-market on the commod~ty portfolio 
- Report r~sk measures to management 
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ppl ::: 
Contract Administration 

Two primary contracts ut~ l~zed (WSPP 8 EEI) 

- Western Systems Power Pool 

Ed~son Electric lnst~tute 
Allows power sales 8 exchanges with 

- Maxlmum of flex~bll~ty 

- Mlnimum of regulatory fil~ng 
Standardwed default contract for wholesale electricity sales 
- Power sales, exchanges and physlcal optlons 

- Over 220 WSPP memberj 
- WSPP IS the most commonly used standardized agreement 

In west 
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Accounting 

Pmvlde acmuntlng and financial support to PPL entltles for energy 
transactions and acllvltles in the Westem Regton 
Functions 

- Settlements . Physical - Counterpatty checkout, ctoslng. Invoctng, volce 
remrdlng venficatlon =- Counterpatty checkout, acmuntlng detemlnaton and 
d~sclosure 

- Acmunl~q - Wholesale Trading transacttons. GIL entnes for financoal 
denvatlves. GIL entnes for revenues, expenses, etc 
remnc~llat~ons of Balance Sheet acmunts . Document, settle, record, retail sales 

Part 3 - Factors that 
influence price 
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ppl 2:. 

WSCC MarketlTrading Hubs 
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Mid-Columbia Market Hub PPI 3- 
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Mid-Columbia Defined P P ~  ?- 

-Two Federal projects have large Impact In the area 

118 mdes of Columb~a River 

L ~ q u ~ d  Power Trad~ng Po~nt 
-Geograph~cally Near Montana 
-Transparent Pr~c~ng Informallon 

DJ Mld-Columbla Index = Avg of Transact~ons from 
the follow~ng dellvery polnts 

- Columbia - Wells 
- M~dway - Wanapum 
- Rocky Reach 
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Northwest Markets ppl ; 

Prices based from Mid-Columb~a Market Hub 

H~slorlcal prlces avatlable In peak and off-peak blocks 

- There are no publ~shed hourly prlces publ~cly 
ava~lable In the Northwest 

Forward P r ~ c e  - The prlce at whlch we could transact 
today for dellvery In the future 

- Transact~ons 

- Forwards, optlons, swaps, exchanges. etc 

- Var~able and F~xed  quant~ty contracts 

,,..;::;. 
Factors that Influence Prices P P ~  z: 

Generaton (Production) 

Ava~labll~ty of water 
Amount of precloltallon 
Rate at which snow-pack melts 
Hydro flex~blllty IS decreasing run of the rlver 
Seasonality of Hydro (Spr~ng Runoffs) 

Fuel prlce and avalab~l~ly 
Pr~marlly natural gas 

Plant ava~lao~l~ty!performance 
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Factors that Influence Prices ppl?: 
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Factors that Influence Prices P P ~  

Consurnpl~on 

.Loadshape 
Constant lflatl demand IS cheaper lo serve 
Varaole isw~ngi demand IS more d~ff~cull lo serve 

On Peak swlng IS more expenslve 
Off Peak swlng IS less expenslve 

Wealher and Weather forecasts 
. Load growth 

Norlnwest - W~nter Peakng Loads 
Southwest -Summer Peakng Loads 

.Caldornia -Has both mpacls 

I 
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Factors that Influence Prices P P ~  3- 
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Factors that Influence Prices PP~'.': 

Suppl~er Profile - Cred~t  requirements 
Rlsk management pollcy 

Each Suppl~er has a unique r ~ s k  proflle 
W~ll~ngness to sell forward (hedge) to ensure revenues 

Consumer R ~ s k  Proflle. - R ~ s k  appetlte - deslre for f~xed prlce or floaling prlce - Cred~t  Capac~ty 
T e r m  of Commltmenl 
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What Lies Over the Horizon pp1.- 

Structure of tomorrows power market IS In development 
. HOW will it look? 

HOW well will it function? 
Will power market restructuring ach~eve the mended soc~etal 

beneftts? 

More Chotces for Consumers 

Consumers musl become more educatea 

Purchasing Dower inteltgently will require continuous market 
track~ng as well as approorlate r~sk management policles 


