West Connect

LGIP Reform Work Group Meeting

12/11/09

APS – Conference Room 1A

502 S. 2nd Ave., Phoenix, AZ  85003  

9:30 a.m. – 2:00 p.m.

Call in Number 1-866-699-3239

Code 20277523

Agenda:

Introductions

Study Coordination Task Force

· First Meeting – Monday December 14th
PNM LGIP Reform

· Any Updates?

Update on November 12 Meeting with FERC Staff 

Elimination of Feasibility Studies 

The recommendation is to eliminate Feasibility Studies.  

The transmission provider will no longer provide these studies, however the interconnection requestor can still have the study performed by a third party.

There are several reasons for eliminating the Feasibility Study:  

1. Many interconnectors are requesting to waive the Feasibility study

2. Many interconnectors are already hiring outside consultants to perform the studies

3. The Feasibility studies are performed serially and not by cluster and therefore results can change substantially in the System Impact Study

4. If some interconnectors in a cluster window elect to have a Feasibility study performed and others want to move directly to a System Impact Study, it causes a delayed start date for the System Impact Study for those that wanted to skip the Feasibility 

No comments from FERC staff other than acknowledgement that other entities have eliminated the feasibility study.       

Deposits 

Amounts: 

· Option 1 – 250K regardless of MW size

· Option 2 – 160K up to 75MW, and 250K for 76MW and higher 

The second option (which is not the preferred option) was added based on stakeholder feedback that the 250K deposit may be an impediment to smaller generators.  The 160K was determined for 2 reasons:  

1. It matches the total deposit amount in the current LGIA 

2. We wanted the amount to be large enough that it did not encourage generators to submit multiple smaller applications  

FERC staff did not negatively respond to this recommendation, but seemed to favor the two tiered approach.

Interest: 
· Non – Jurisdictionals to make their own determination   
· Utilities would like to pay actual interest earned on deposits instead of the FERC rate in order to ensure that they remain cost neutral
· Many of the utilities reported that their accounting systems were unable to track the actual interest since separate accounts are not set up  (If this is the case, utilities will default to paying FERC interest rate)
· We are investigating the possibility of using escrow accounts
FERC staff did not appear to have an issue with the use of escrow accounts.  

Refundability:  

· $25K non-refundable at the start of the SIS (Start of SIS to be clearly defined)
· $50K non-refundable when the Facilities Study Agreement is signed
· The non-refundable amount is in addition to actual costs
· The non-refundable amounts is not cumulative  
· Forfeited deposit money to fund re-studies required due to higher queued generators dropping  (Need to further develop process to facilitate this)
The purpose for the non-refundability is to discourage interconnectors from dropping out of the process after the start of a study, requiring re-study work to be done. 

FERC staff was very cautious regarding the issue of non-refundability, but was sensitive to the issue of having to perform re-studies due to generators withdrawing after the study had already begun.  We will do more research in regards to previous rulings on this matter.  
Deposits in Lieu of Site Control:

· Deposits will be accepted in lieu of site control (proposed dollar amounts match initial deposit amounts)

Each utility will determine its own guidelines regarding what is considered acceptable site control.  There are two primary reasons that the utilities are willing to accept a deposit in lieu of site control:  

1. The proposed elimination of feasibility studies

2. The utilities recognize that a generator that is seeking to use state, federal or tribal land may not be able to complete that process in a timely manor       

Refundability of Deposits in Lieu of Site Control – non-refundability of these deposits to match the study deposits ($25K would become nonrefundable when SIS starts and $50K would become non-refundable when Facilities Study begins).

The purpose for the non-refundability is to discourage interconnectors from dropping out of the process after the start of a study, requiring re-study work to be done.   It is believed that generators that do not have site control are more likely to drop out of the process than those with site control.  Retaining these deposit amounts will help offset the possible cost of restudy to other generators in the queue.

A total of $250K deposit for any size project would be required prior to signing the LGIA.  This amount would be nonrefundable if customer does not move forward with interconnection, if they do, it is applied to construction (This is the same requirement as the current LGIP).

FERC staff acknowledged that site control is currently required prior to the start of the System Impact Study.  However, they did understand the issue of difficulty securing land and were not apposed to including provisions for a deposit in lieu of site control (similar to what the CAISO has established).

Windows for Queues for Clustering

· There is a desire among the WestConnect utilities to perform System Impact Studies in cluster studies and for all WestConnect utilities to have the same cluster study windows – no determination yet on the cluster window time frames – 2 times per year is most popular
· Need to determine best way to implement new cluster windows – some utilities may wish to grandfather existing requests and others may want to request a waiver similar to El Paso 
· Facilities Study Clusters  
Will refer to technical task force for further evaluation.  Need to discuss if this should be included in Phase 1 request or moved to Phase 2.

Reaction of FERC staff was very positive regarding this issue.

Eliminate +/- 10 to 20% Cost Option for Facilities Studies

The consensus is to eliminate this option and to replace with good faith estimate.  

The primary reasons for this change are:

1. Estimates are based on the best information at the time the facilities study is performed.  Therefore, the Transmission provider is likely to provide the same level of accuracy regardless of whether the customer selects 10% or 20%

2. The most common fluctuation in cost is related to the time span between when the Facilities Study is performed and when facilities are actually built

3. The interconnector will pay actual construction costs regardless of the estimate

FERC staff did not appose this idea.

Draft standard engineering and procurement agreement

· Compare Western/Tri-State/PNM FERC approved Agreements

WestConnect Legal Subcommittee will be utilized for drafting.

Grandfathering of existing interconnection requests prior to reformed LGIP

Need to determine if all utilities will use the same methodology or if each utility should develop their own methodology for grandfathering changes into existing queue.

Revision of definitions as appropriate

To be determined during the drafting of specific language.

Stakeholder Meeting January 29, 2010

· Discuss next steps to prepare for stakeholder meeting

· Begin drafting stakeholder presentation

Next Meeting

· January 8

