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INTRODUCTION:

WestConnect established a Large Generator Interconnection Procedure (LGIP) Work Group in mid 2009 to address potential reforms to increase the efficiency of the LGIP processes without compromising the goal of the LGIP to provide open and non-discriminatory consideration and processing of generator interconnection requests.  This Position Paper describes the rationale for several reforms being considered by WestConnect Transmission Providers (TPs), describes the proposed actions to be undertaken, and the timeframe for implementation of such actions.  The LGIP Work Group seeks comments on the topics in this Position Paper and to be received by April 23, 2010.
The LGIP Work Group’s goal is to develop reforms that lead to the adoption of identical OATT provisions by all of the WestConnect TPs.  The WestConnect FERC jurisdictional TPs that participate in this reform will file individual identical OATT provisions.  In addition, non-jurisdictional TPs may choose to adopt and file the same or similar OATT provisions.  The Work Group also recognizes that some WestConnect TPs may require additional processes on a separate time table to accomplish this end and that there will be a period of transition toward identical OATT provisions.  A complete background description for this effort, along with a list of parties that participated in the process is included in Attachment A.
GOALS:

The LGIP Work Group developed the following goals for their efforts:

· Create more certainty for Transmission Providers and Interconnection Customers in regards to study timeframes and interconnection costs

· Reduce the length of time it takes to go through the interconnection process

· Standardize process among WestConnect utilities

· Expedite process for interconnection customers that are ready to move forward (those with PPA, site control, financing)

· Reduce re-studies

· Better alignment of interconnection request and transmission service request studies

· Coordination of queues among multiple providers 
· Integrate interconnection request study process with transmission planning study process within individual utilities and within region
PROPOSED LGIP ELEMENTS TO BE CHANGED BY TARIFF AMENDMENT:

The issues listed below are considered to provide meaningful improvement to the LGIP.  The LGIP WG intends to prepare a petition proposing revisions to Tariffs for filing by participating  FERC jurisdictional WestConnect TPs in early to mid 2010.  In addition, non-jurisdictional TPs may choose to adopt and file the same or similar OATT provisions at that time or at a later date.
Feasibility Studies

The overall experience of WestConnect TPs is that many requestors currently waive the Feasibility Study requirement or are using outside consultants to perform the study prior to making the interconnection request.  When Feasibility Studies are performed by the TP, they are performed serially according to queue position and results can substantially change in a System Impact Study because of the consideration of a cluster of similar interconnection requests or a requestor dropping out of the queue.  A fixed requirement for conducting a Feasibility Study can also limit another requestor’s option to move directly to the System Impact Study by delaying commencement until completion of the Feasibility Study.  Finally, elimination of the Feasibility Study requirement will eliminate duplication of costs for some elements of the System Impact Study.
Proposal:  Modify Tariff language to eliminate Feasibility Studies from the LGIP process.  Requestors will retain the option to have a Feasibility Study performed by a third-party.
Implementation:  Feasibility study requirements will be eliminated on the effective date of a Tariff amendment for participating FERC Jurisdictional WestConnect TPs.  In addition, non-jurisdictional TPs may choose to adopt and file the same or similar OATT provisions.  
Deposits

Amount & Timing:
The LGIP currently requires deposits at different stages of the interconnection process which leads to additional administrative efforts by the TP and provides opportunities for delays if deposits are not received from the requestor on a timely basis.  A two-level deposit requirement should provide incentives for large and small projects to avoid speculative applications to acquire queue positions.  The smaller amount for small projects equals the total amount of sequential deposits currently required.  The larger amount exceeds the current minimum deposit amounts, but is less than the amount normally incurred by a generator in the existing interconnection process.
Proposal:  Modify Tariff language to require a deposit upon application by a generator of $ 160,000 for generator requests up to 75 MW and $ 250,000 for generator requests 76 MW and higher.

Implementation:  Revised deposit amounts and requirements will be required on the effective date of a Tariff amendment for participating FERC Jurisdictional WestConnect TPs.  In addition, non-jurisdictionals TPs may choose to adopt and file the same or similar OATT provisions.    
Refundability:

Current LGIP processes do not allow a TP to retain any portion of a requestor’s deposit if that requestor ceases its development efforts and at any time drops out of the queue.  The requestor pays for actual costs incurred by the TPs to perform the work required in the interconnection process.  When a requestor decides to no longer participate in the TPs LGIP process, thereby leaving the queue and altering the studies that need to be completed for the planned resources that are in the queue, the departing requestor potentially imparts additional study costs on other requestors in the queue in the form of restudy costs to account for the altered resource base for the study.  The WestConnect TPs believe that making a portion of the deposit non-refundable will create a basis for developers to formally request interconnection and move through successive stages of the LGIP process for high-probability projects and discourage “queue sitting” while waiting for the position to provide sales value to an entity with a lower queue position.
Proposal:  Modify Tariff language to make portions of the generator’s deposit non-refundable:
· $ 25,000 will be deemed non-refundable if after the start of the System Impact Study (actual start date of study work) the requestor leaves the queue;
· $ 50,000 will be deemed non-refundable when the Facilities Study Agreement is signed by the requestor;
· The non-refundable amount will be in addition to actual costs incurred by the TP in earlier stages of the process;
· The non-refundable amounts will not be cumulative;
· Retained deposit funds will be applied to the cost of restudy work required by the elimination of the applicant’s queue position

Implementation:  Portions of deposits will become non-refundable for any deposit received after the effective date of a Tariff amendment for participating FERC Jurisdictional WestConnect TPs.  In addition, non-jurisdictional TPs may choose to adopt and file the same or similar OATT provisions.    
Site Control and Deposits in Lieu of Site Control:

The WestConnect TPs recognize that there are a large number of variables affecting a generator developer’s ability to secure control of a generation site throughout the WestConnect transmission footprint, including the presence of Federal or State lands, and the varying requirements to secure options or leases from different Federal agencies, states or Sovereign Nations.  Accordingly, the TPs believe that the OATT will need to allow the development of business practices to take into account any specific requirements for an individual TP.
Proposal:  Modify Tariff language to allow deposits in lieu of site control with specific requirements to be detailed in individual business practices in accordance with the following principles:

· Deposit amounts in lieu of Site Control will be equal in amount to the initial deposit, i.e. an additional $ 160,000 for generator requests up to 75 MW or an additional $ 250,000 for generator requests 76 MW and higher.

· The non-refundable part of the Deposits in Lieu of Site Control will be the same amount as the initial deposit:

· $ 25,000 at the start of the System Impact Study.
· $ 50,000 when the Facilities Study Agreement is signed by the requestor.
· Deposits in Lieu of Site Control are refunded when site control is secured by the generator except as described above.

Implementation:  Site control and deposits in lieu thereof provisions will become effective when business practices are formally adopted by the participating FERC Jurisdictional WestConnect TPs.  In addition, non-jurisdictional TPs may choose to adopt and file the same or similar OATT provisions.  
Interest:

Order No. 2003 mandates that FERC jurisdictional TPs must pay interest on deposits at the FERC approved rate.  That rate exceeds what TPs actually earn on deposits in today’s financial conditions.

Proposal:  Modify Tariff language to allow for TPs to pay the existing FERC interest rate or an interest rate equal to actual interest earned on deposits in order to ensure that they remain cost neutral. 
Implementation:  Revised interest rate methodologies will be implemented on the effective date of a Tariff amendment for participating FERC Jurisdictional TPs.  In addition, non-jurisdictional TPs may choose to adopt and file the same or similar OATT provisions.   
Windows for Queues for Clustering

Under current LGIP requirements, TPs are allowed to develop study windows for interconnection requests being studied as a cluster.  A number of WestConnect TPs do so, although the length of the windows and starting times vary.  The WestConnect TPs propose to perform System Impact Studies in 6-month clusters, and for all WestConnect TPs to have the same requirements and start times.
The WestConnect TPs are continuing to evaluate the best methods of implementing study windows and have assigned the task of defining start dates and study parameters for the clusters to the Technical Task Force.  The Task Force is also evaluating how studies might also be further refined into regional clusters, particularly with regard to the treatment of interconnection requests already in various stages of completion in the queue.  Similar considerations are taking place whether Facilities Studies should be conducted in clusters.
Proposal:  Establish a 6-month study cluster standard for interconnection studies under terms and conditions yet to be determined by the Technical Task Force and seek a waiver of the current Tariff requirement to provide 180 days notice for a TP to implement a study cluster window.

Implementation:  The 6-month study cluster windows would commence for the participating FERC jurisdictional WestConnect TPs upon the first window deadline reached following FERC approval of a waiver of the 180 day notice to develop/revise cluster windows.  In addition, non-jurisdictionals TPs may choose to adopt the same 6-month cluster windows which would be implemented based on individual requirements and needs.  
+/- 10% to 20% Cost Option for Facilities Studies

The existing LGIP allows a requestor the option to obtain a Facilities Study Cost estimate at a 20% level of accuracy within 90 days, or at a 10% level of accuracy within 180 days.  The WestConnect TPs believe that such cost estimates are routinely based on the best information available to the TP (i.e. most recent costs for similar projects) and will provide equal levels of accuracy for either option – a good faith estimate of the total cost of facilities.  The most common reason for cost fluctuations between the estimate and ultimate build out is the length of time between the cost estimate and the actual construction of the facilities.  Regardless of the level of accuracy of the cost estimate, the requestor will pay the actual costs of construction of facilities.  Eliminating the additional time allowed for a higher level of accuracy of the cost estimate will help streamline the overall LGIP process while still providing to the requestor the TPs best estimate.
Proposal:  Eliminate the option for differing levels of estimate accuracy.  The WestConnect TPs will provide an accurate cost estimate within 90 days and will use “best efforts” to provide the same level of accuracy that would be used for internal construction estimates.

Implementation:  The single level cost estimate requirement would be implemented for any cost estimates begun after the effective date of a Tariff amendment for participating FERC Jurisdictional WestConnect TPs.  In addition, non-jurisdictionals TPs may choose to adopt and file the same or similar OATT provisions.  
Engineering and Procurement Agreement

The WestConnect TPs believe that a standardized Engineering and Procurement Agreement can be adopted, with the possible exception of Western Area Power Administration’s Federal mandates.
Proposal:  Develop and seek FERC approval of a standardized Engineering and Procurement Agreement.

Implementation:  The standardized Engineering and Procurement Agreement form would be used after the effective date of a Tariff amendment for participating FERC Jurisdictional WestConnect TPs.  In addition, non-jurisdictionals TPs may choose to adopt and file the same or similar standardized Engineering and Procurement Agreement.  For participating FERC jurisdictional TPs, any other form of Engineering and Procurement Agreement would continue to be filed at FERC for approval.
Grandfathering of Existing Interconnection Requests Received Prior to LGIP Reform

The WestConnect TPs will need to develop a method to apply the LGIP revisions discussed above to interconnection requests already in their queues at the time of any change.  Because of the inherent flexibilities that may need to exist in different TPs queues, the methods to be used by the TPs will be contained in a “Transition Business Practice” submitted with the Tariff Amendment for information and consideration.
Proposal:  To be determined.
Implementation:  To be determined.
ATTACHMENT A
LGIP WORK GROUP BACKGROUND

The process currently used for the interconnection of generation resources to transmission systems was developed through a Federal Energy Regulatory Commission (FERC) rulemaking process in the early 2000s.  The process culminated in FERC Order No. 2003 to prevent undue discrimination, preserve reliability, and increase competitive energy supply in wholesale electricity markets, largely by facilitating the interconnection of new generation (Order 2003).
 Order 2003 established a standardized framework for interconnection of large generators (above 20 MW) to transmission systems through standard Large Generator Interconnection Procedures (LGIP) and a standard Large Generator Interconnect Agreement (LGIA).  Pursuant to Order 2003, FERC jurisdictional transmisison providers were required to develop and file an attachment to their Open Access Transmission Tariffs (OATT), and many non-FERC jurisdictional transmisison Providers similarly developed and adopted similar attachments to their own OATTs.

In general, the LGIP Order prescribed a process to be adhered to in considering interconnection requests and was intended to eliminate a competitive advantage for any one request over another.  The LGIP Order specified what constitutes a request, required deposits, transmission owner obligations to provide estimates and studies, study timelines and requestor options at various points of the process.  While the LGIP Order sought to make the process for interconnection transparent, it did not alter the precept that the interconnection requestor was responsible for all costs incurred by the transmission owner during the interconnection process, and ultimately for any required interconnection facilities.

While the procedures in the LGIP have been successful in accomplishing nondiscriminatory, open transmission access for new generation resources, there have been industry-wide changes in the types and sizes of generation additions that were not anticipated at the time Order 2003 was developed.  The common assumption when Order 2003 was enacted was that large thermal generating units would likely be built to utilize available transmission capabilities in existing systems.  The reality has turned out differently.  Instead of large size, thermal resources most utility operators now see, through a combination of factors such as changing regulatory & political environments, radically differing fuel price projections, and the evolution of renewable, variable generation technologies, most WestConnect Transmission Providers (TPs) now see an unanticipated change in the number, location, size and type of generation resources seeking interconnection to their facilities.  Many TPs are experiencing large numbers of requests for interconnections, both in an absolute sense and in relation to the load to be served. Interconnection queues have become congested, withdrawing requestors impose restudy requirements for remaining requestors, and ultimately the processing time becomes extremely protracted. 
FERC itself recognized that LGIP reforms were likely necessary and acted first by convening a technical conference investigating the effectiveness of queue management in RTO and non-RTO areas on December 1, 2007 (Docket No. AD08-2-000) and subsequently by ordering RTOs to file reports outlining how the RTOs planned to reform their interconnection queues in response to FERCs findings following the technical conference.  In particular, FERC indicated that it was open to considering a range of possible variations to the LGIP for future and existing early stage interconnection requests and further indicated three potential areas of reform that could be implemented without violating the spirit of Order No. 2003:

1. It may be appropriate to increase the requirements for getting and keeping a queue position, for example by increasing the amount of deposits required at different stages of the process to more accurately the cost of necessary studies;

2. Elimination of the feasibility study as a separate step could streamline the study process and screen out customers who are not willing to pay a higher deposit required for a system impact study; 

3. There may be approaches to prioritizing queue management and processing that provide protection against discrimination comparable to the existing LGIP first-come, first-served approach, but that are more efficient.

The WestConnect TPs are not subject to the FERC requirements to file reports following the technical conference, but nevertheless, many WestConnect TPs have experienced problems with their individual interconnection queues:

· TP queues are backlogged

· No real assurance of costs or study timeframes for interconnection requestors

· Large numbers of requestors leaving the queue cause numerous restudy processes
· Overall inefficiency of the LGIP process
In June, 2009, the WestConnect Steering Committee held a meeting to assess the desire to seek improvements to members’ LGIPs and subsequently created the LGIP Work Group to identify potential elements that could be modified on a coordinated basis across the WestConnect footprint.  Several WestConnect TPs had already put modifications to their LGIP in place, notably Imperial Irrigation District and Tri-State G & T Association, and El Paso Electric had applied for and received a waiver from FERC to finish processing its existing queue before accepting new interconnection requests.  In addition many WestConnect Members have participated in the efforts to develop standard LGIP/LGIA’s for Joint Participation Projects in Arizona and beyond.   The Work Group has met regularly since, considering a large number of elements that might be changed, and identifying a few key elements to be addressed in the near term.  
As with all WestConnect work group activities, the LGIP Work Group meetings are open for participation by any stakeholder or entity. A number of generation developers and IPP entities actively participated in the discussion throughout the process adding their perspective and offering suggestions for consideration by the WestConnect TPs.  This White Paper has two purposes:  first to document the proposed areas of the LGIP to be revised following discussions among the broad range of stakeholder interests represented by the entities listed in Attachment A, and second, to elicit additional comment by entities that have not yet had an opportunity to participate in the LGIP Work Group discussions.

Entities that have Participated in LGIP WG Activities

· Arizona Public Service
· Borrendo Wind
· BrightSource
· E-Solar
· Element Power

· El Paso Electric Company

· EnXco
· First Solar
· Foresight Wind

· Grid Power

· Imperial Irrigation District
· KR Saline & Associates

· LS Power

· NextLight
· NMRETA

· NV Energy

· PDS Consulting
· Peak Power Engineering

· Public Service of Colorado
· Public Service of New Mexico

· RES-America

· Salt River Project

· Shell Wind

· Southwestern Power Group

· Southwest Transmission Cooperative
· TANC

· Terra-Gen Power
· Tessera Solar

· Tri-State G & T Association

· Tucson Electric Power

· Western Area Power Administration 






� Standardization of Generator Interconnection Agreements and Procedures, Order No. 2003, Stats. & Regs. ¶ 31,146; 88 Fed. Reg. 49,846 (August 19, 2003)
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