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RATE PANCAKING

Definition:

» Charges imposed by each RTO on
iInterchange transactions between regions for

use of transmission infrastructure managed
by each RTO

Why study rate pancaking:

 Duplication of transmission charges
represents a potential barrier to interregional
trade and create market inefficiencies

“3PP MMU



RATE PANCAKING

Scope of rate pancaking study:

* Evaluate the magnitude of the barrier caused
by duplicating transmission charges across
regions

e Evaluate the market efficiencies gained by
removing rate pancaking from interchange
transactions on the margin

 Evaluate the impact to the markets as a
whole by removing rate pancaking
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UNRESERVED USE

Definition:

» Charges imposed by an RTO for the use of
transmission infrastructure managed by the
RTO without a reservation

Why study unreserved use:

* Unreserved use charges represent a potential
barrier to transmission infrastructure buildout

* Line outages in one region can cause energy
to flow through another region to serve load

“3PP MMU



UNRESERVED USE

Scope of unreserved use study:

* Evaluate the magnitude of the barrier caused
by unreserved use charges in each region

e Evaluate the market efficiencies gained by
removing unreserved use charges from
interregional flow to serve load on the seam

“3PP MMU
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RATE PANCAKING

In Scope of rate pancaking study:

* Identification of price sensitive interchange
transactions

« Identification of marginal interchange
transactions

* Market efficiency losses caused by rate
pancaking

“3PP MMU



RATE PANCAKING

Out of Scope of rate pancaking study:

* Interchange transactions with firm reservations
* Firm reservations represent a sunk cost
* Through-and-out transactions

 Represents use of transmission service that does
not enhance market efficiency

» Power Purchase Agreements

* Represent use of market and transmission service
outside of any direct market efficiency benefit

“3PP MMU



RATE PANCAKING

Mechanics of rate pancaking study:

* Identification of the types of charges for
transmission service

e Identification of transmission service types

* Identification of price sensitive interchange
transactions

 Forecasting interchange transaction and
market impacts related to rate pancaking

“3PP MMU



RATE PANCAKING

|dentification of transmission and additional
transmission charges:

* Transmission charges
 Jransmission Owner revenue requirements

« Additional transmission charges

* Interchange transaction scheduling
« RTO operational budget
« FERC fees
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RATE PANCAKING

Identification of transmission service types

SPP Imports from MISO
July 2018 - June 2019

B Non-firm Secondary ™ Non-firm Hourly = Market Import Service & Firm

.lll Market Import Service is
exempt from

!III .-Illl. transmission charges
o$PP MM




RATE PANCAKING

Identification of transmission service types

MISO Imports from SPP
July 2018 - June 2019

® Firm = Spot-In

Spot-In Service is
exempt from
transmission charges

*SPP MMU 1<




RATE PANCAKING

Identification of price sensitive interchange
transactions

« Empirical study of market attributes that,
along with price separation, correlate with
Interchange transaction between SPP and
MISO

« Empirical study of import and export
transactions in SPP region that change based
on price separation between SPP and MISO

“3PP MMU



RATE PANCAKING

Forecasting interchange transaction and
market impacts related to rate pancaking

« Continue the discounting of import charges
to non-firm market import service to zero

* Increase price spread between regions by
Importing RTO's additional transmission
service rate

“3PP MMU



RATE PANCAKING

Forecasting interchange transaction and
market impacts related to rate pancaking
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RATE PANCAKING

Forecasting interchange transaction and
market impacts related to rate pancaking

* Market import service is limited to import
transactions to serve SPP load

* Transmission service charges are imbedded
In transmission reservation for load

e Load transmission service is a sunk cost

* No real additional market benefit from
further discounting market import service

“3PP MMU



RATE PANCAKING

Conclusion

* Because most non-firm import transactions
are already exempt from transmission
charges, there is little to no market efficiency
to be gained by the further removal of the
additional transmission service charges
across all import transactions

* The cost to the market to realize the limited
benefit is the redistribution of additional
transmission charges to load

“3PP MMU
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UNRESERVED USE

In Scope of unreserved use study:

* Identification of unreserved use charges to
loads on the seam between SPP and MISO

* Market efficiency losses caused by
unreserved use charges

“3PP MMU



UNRESERVED USE

Out of Scope of unreserved use study:

 Use of contract paths to serve load along the
seam between SPP and MISO

* Specific entities who may be harmed by
unreserved use charges

* Expenses incurred to avoid unreserved use

charges by loads along the seam between
SPP and MISO

“3PP MMU



UNRESERVED USE

Magnitude of unreserved use charges

» Twelve network customers are in both SPP
and MISO regions

* Most have load in both regions

e Load requires transmission service
reservations

“3PP MMU



UNRESERVED USE

Magnitude of unreserved use charges

- SPP

* No unreserved use charges to MISO
customers over past 2 V2 years

* MISO

« Minimal unreserved use charges to SPP
customers over 201/ and 2018

 None due to unreserved service across the
seam between SPP and MISO
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UNRESERVED USE

Magnitude of unreserved use charges

« MMU is aware some transmission customers
have engaged in cost avoidance measures to
prevent unreserved use charges because of
the escalating nature of the charge

 There is no systematic way to identify costs
iIncurred to hedge against unreserved use
charges

“3PP MMU



UNRESERVED USE

Conclusion

* While the MMU is aware cost avoidance
measures have been taken by some
transmission customers, there is no evidence
of unreserved use charges due to unreserved
flow across the seam between SPP and MISO

* We have identified no market efficiency loss
due to the occurrence of unreserved use
charges

“3PP MMU



KEITH COLLINS

Executive Director, Market Monitoring

27


mailto:kcollins@spp.org

	2019 OMS Annual Meeting
	Rate pancaking & unreserved use
	Rate pancaking
	Rate pancaking
	Unreserved use
	Unreserved use
	Rate pancaking & unreserved use
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Rate pancaking
	Unreserved use
	Unreserved use
	Unreserved use
	Unreserved use
	Unreserved use
	Unreserved use
	Unreserved use
	Keith Collins

