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MIDWESTERN RTOS FOCUSESON CORE RTO ISSUES

The Fedard Energy Regulatory Commisson today focusad on anumber of key issuesrdaing
to deve opment of regiond transmisson organizations (RTOs) in the Northeest, Southeest and Midwest
as the nation moves toward a seamless nationwide power market.

Today's discussonsfollowed a week-long series of comprehensive workshops on subgantive
RTO operationd issues hdd a the Commisson's Washington headquarters last week. The Commisson
is sharpening its policies and procedures on RTOs asit reflects on the dear messages and exchanges
odivered by abroad range of participants, induding Sete regulatory commissoners, energy companies
representatives, consumer advocates, members of the financid community, scholars and others.

RTOs coordinate movement of dectric power on an interdate highway of tranamisson lines
ensuring amore rdiable, efficient and economic dectric power markets.

In aseparate action, the Commisson asked g&ff to condder the best way to establish regiond
pendswith the goas of: Srengthening rdationships with the Sates; gaining the benefits of Sate
contributions; reducing cods for gates engeged in FERC issues, and, improving effidency and problem
solving. Thiscomesin response to requests made by Michigan Sate Commissoner David Svandaand
others a last week's RTO workshops.

At today's meting, the Commission reviewed two reports, each the result of 45 days of
intensive mediiation efforts among diverse partiesworking to develop asngle
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RTO proposa for the Northeest region and asingle RTO proposal for the Southeast dectric market.

The Northeest RTO (RT01-99), extending from Maineto Virginia, would use the PIV
(PennsylvaniaNew Jersey-Maryland) modd asiits base and incorporate gppropriate eements from the
New England and New Y ork independent system operators (1S0s) asthe three ISOstrangtionto a
angle RTO marke.

The Northeast RTO would have ultimate respongihility for both tranamisson planning and
expangon and adminiger asngle tariff for the northeest region.

Two proposds emerged from the Southeest mediation talks. One proposd, the Collaboraive
Governance Modd, afor-profit transco (transmission company), is supported by GridHorida, the
Cardlinasbasad GridSouth and Entergy.  An Independent System Adminigtrator (ISA) modd,
sponsored by the Southern Companies and seven public power entities, would be dileto
accommodate one or more transcos.

Two RTOs are developing in the Midwes—the Indiana-based Midwest ISO (MISO) and one
presented by the Alliance Companies (RT01-83, et d). MISO (ER98-1438, et d.) reportsthat ison
schedule to assume operationd control of the fadilities trandferred to it by December 15, 2001. MISO
extends across a broad areg, covering parts of sates from North Dakaota to Kentucky with 19 public
and non-public tranamisson-owning members. In addition, MI1SO has two pending membership
goplications and is negatiaing with the Southwest Power Pool and Manitoba Hydro.

The Alliance Companies, covering parts of 11 sates from Missouri to North Cardling, planto
deveop afor-profit transco. A sattlement agresment between Alliance and MISO, gpproved by the
Commisson ealier thisyear, provides the bass for deve oping a seamless market in the region thet will
be served by the two groups

Alliance noted that aproposd by Nationd Grid USA (EL01-80-01) to manage the Alliance
RTO, dong with Alliancess proposad Business Flan, are ariticd to the RTO's gart-up. Alliance
reports thet it would take up to 120 daysto initiate operations once it has received find Commisson

goprovd.

Both MISO and Alliance, under terms of the Inter-RTO Cooperation Agreement (IRCA), have
meade progressin addressing seams, or border, isues between the two RTO proposas. The IRCA
seeks to resolve issues rdated to available tranamission capability
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coordination, congestion management, market monitoring, and tranamisson planning, aong with other
key coordingtion topics
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