Comments Submitted by B. Green, EPSA

EPSA COMMENTS ON:

WEQ 2008 ANNUAL PLAN ITEM 2(a)(i)(2), CONDITIONAL FIRM BUSINESS PRACTICE STANDARDS
EPSA offers the following comments on the above-referenced NAESB Business Practice Standard.  We commend the subcommittee for much of the difficult work it has done to produce a standard that in many respects fairly defines a product that will benefit the market.

However there are, in our opinion, two fundamental flaws that make this standard as drafted, unacceptable.  In assessing this standard, and the two flaws that will be detailed below, it is important to keep in mind that the customer for this product has, by definition, requested firm point to point service.  He is receiving a conditional firm product only because the requested firm point to point service is unavailable.  It is also relevant to remember, that although obviously not specified in the standard, the expectation in the subcommittee is that this service will be priced the same as to firm service.  
Therefore, in assessing the comments below, it is important to remember that the customer, although willing to pay for firm service, is actually receiving a “quasi-firm” service but paying a firm service price.  With that in mind, the two fundamental flaws in the standard relate to:
1. A deficiency in the near real time information readily available to the customer, by which the customer can make an on-going assessment of how vulnerable his quasi-firm service is to being downgraded to non-firm and potentially cut.  Such information can be critical to allow the customer to make rational commercial decisions in supplying his customers and meeting his contractual obligations.

2. Limitations on the resale rights of conditional firm customers 

To address the first issue above, it would be necessary to add a requirement to the standard, requiring the posting of additional information on OASIS.  The information that should be provided is an identification in near-real time, as to whether any conditions that could result in the reduction of the Conditional Firm customers’ curtailment priority, are occurring.  A hypothetical scenario is that a TP might have 5 conditional firm contracts in place with 8 different conditions that apply to some or all of the contracts.  Each individual contract might have 2 or 3 or 4 of these 8 conditions that apply to it.  The required posting would be information that any of the 8 system conditions have occurred.  That would allow a customer that has, for example, 3 applicable conditions in his contract to know when one or two of those conditions have occurred so that the customer can assess his contractual obligations and determine whether or not alternative arrangements are appropriate in his commercial circumstances.  This will not require the TP to process any additional information.  The TP would have to be aware of when such conditions have occurred in order for it to implement the contract.  It would require an incremental posting of information, not otherwise required.  However, it is in our opinion necessary for proper delivery of the contracted service.
The second issue represents a limitation on the service imposed by the subcommittee for, in our opinion, no valid reason.  The customer has requested and is paying for firm service, the customer is receiving an inferior service due to limited availability, why should there be arbitrary further limitations on the service provided, further distinguishing it from firm service.  FERC has ordered that Conditional Firm service be provided in order to maximize utilization of the transmission grid when “around the clock” firm service is not available.  The line/interface under contract is therefore, by definition, one that is congested at least on some occasions and therefore of high value to the market.  Therefore, why, when a customer has purchased such a service and then determined that there is a period of time in which it is surplus to his needs, should he not be able to resell that service and allow another transmission customer to take advantage of it, thus further enhancing utilization of the grid and further increasing efficiency of the market.  
We have one other minor comment on the standard.  Section 001-n.3.2 deals with studies to be undertaken as part of the biennial reassessment.  It limits the TPs obligation to studying one or the other of the available curtailment criteria as specified by the Transmission Customer.  We suggest an addition shown, that would allow the customer to choose the option of having both criteria studied, consistent with standard 001-n.3.3.2 which states that such studies are at the customer’s expense. 

