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BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION

RTO/ISO Performance Metrics                        


Docket No. AD10-5-000



COMMENTS OF THE 
PUBLIC UTILTIES COMMISSION OF OHIO


INTRODUCTION AND BACKGROUND


On February 3, 2010, the Federal Energy Regulatory Commission (FERC) issued its Notice requesting comments on regional transmission organization (RTO) and independent system operator (ISO) performance metrics responding to the Government Accountability Office’s (GAO’s) September 8, 2008 report entitled “Electricity Restructuring:  FERC Could Take Additional Steps to Analyze Regional Transmission Organizations’ Benefits and Performance” (GAO Report). 

Comments responding to the proposed RTO/ISO performance metrics are due at FERC on March 5, 2010.  The Public Utilities Commission of Ohio (Ohio Commission) herby submits its response to the FERC’s February 3, 2010 invitation for comments in the above-captioned proceeding.
DISCUSSION


The Ohio Commission maintains that FERC’s proposed metrics do not fully realize the intent of the GAO’s recommendations. The proposed metrics are insufficient to evaluate whether the RTOs pricing of wholesale services provides value to consumers.  To do so, the proposed RTO performance metrics must be expanded to include additional criteria and evaluation to determine whether market pricing of wholesale services is providing value to customers.

The GAO’s September 8, 2008 Report reads in part as follows: 

FERC officials, industry participants, and experts lack consensus on whether RTOs have brought benefits to their regions.  Many agree that RTOs have improved the management of the grid and improved generator access to it; however, there is no consensus about whether RTO markets provide benefits to consumers or how they have influenced consumer electricity prices.  FERC officials believe RTO’s have resulted in benefits; however, FERC has not conducted empirical analysis of RTO performance or developed a comprehensive set of publicly available, standardized measures to evaluate such performance.   Without such measures, FERC will remain unable to demonstrate the extent to which RTOs provide consumers and others with benefits—information that could aid FERC in its evaluation of its decision to encourage the creation of RTOs and help address divisions about which benefits RTOs have provided.
 

Taking into consideration GAO’s remarks, FERC’s proposed RTO performance metrics do not satisfy the GAO’s criteria concerning whether RTO pricing is providing customer value.  That is, FERC cannot fully realize the objective of the GAO’s recommendation without establishing detailed metrics concerning RTO pricing of wholesale services to include energy, capacity and ancillary services.  However, “benefits” can only be measured with reference to an alternative.   That alternative is cost-of-service regulation.  Only a comparison of RTO pricing of wholesale services to include energy, capacity and ancillary services to the prices for services subject to traditional cost-of-service regulation can determine whether RTO markets are providing value to customers. 
Expressed another way, since FERC has elected to supplant cost of service regulation with various markets for the provision of electricity, it is incumbent upon FERC to demonstrate that these markets for electricity are more efficient than a cost-of-service regime and are resulting in lower prices than would have existed under traditional regulation.  A cost of service/market comparison is logical and necessary since efficient markets for electricity should result in prices to consumers that are at least equal to or lower than those provided pursuant to traditional regulation.  That is, RTO markets for electricity must result in prices to consumers that are at least equal to or lower than those provided pursuant to traditional regulation since they should reduce or remove potential inefficiencies associated with cost-based regulation.  


In addition, without setting forth such pricing metrics and corresponding evaluation of these data, the Ohio Commission questions how FERC can ensure that consumers are being provided just and reasonable rates for wholesale services.  Absent metrics to consider pricing and its corresponding impact on customers, FERC cannot realize the directives of the Federal Power Act (FPA) to ensure just and reasonable rates for RTO wholesale services.
  The question presented here is significant in that it goes to the heart of the FERC’s mission.
The Ohio Commission also recommends the inclusion of four additional metrics as follows:  First, the Ohio Commission maintains that FERC should establish a metric regarding the average flowgate capacity utilization during periods when the flowgate is constrained.  Second, concerning RTO capacity markets, FERC should arrive at a metric to determine the marginal cost or implicit value of capacity per megawatt hour of avoided interruption.  Third, concerning demand response, an additional metric should be established related to the total megawatts of demand response at different price points, including maximum scarcity prices as a percent of total peak demand.  Finally, the Ohio Commission recommends that FERC arrive at metrics to determine the liquidity of exchange traded electricity commodities for trading hubs within an RTO’s footprint.   For example, FERC should establish metrics regarding market liquidity to examine the tightness of bid-ask spreads (i.e., the difference in bid and offered prices for standardized products), depth (i.e., the volume of transactions necessary to affect prices), and resiliency (i.e., the period of time for prices to return to equilibrium following a large volume trade).
CONCLUSION

FERC’s proposed performance metrics are deficient concerning RTO/ISO pricing of wholesale services.  Consequently, the proposed metrics should be expanded to gauge whether RTO pricing for energy, capacity, and ancillary services are providing value to customers as compared to those rates that would be determined under a cost-of-service regime. 


The Ohio Commission thanks FERC for the opportunity to comment in this proceeding.
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