Two-Tier Firm Curtailment Support Position Paper

Introduction
This paper addresses concerns raised that establishing parallel flow curtailment priorities that may differ from the current TLR process is encroaching on policy issues that are not under the purview of the NAESB BPS.  No one questions that the assignment of curtailment priorities in the East during TLR is a commercial issue where NAESB has responsibility.   This paper addresses the issue of applying a two-tier firm curtailment process in the East by comparison to the process already in-place for some time in the West.  Additional changes the West is considering would incorporate a two-tier firm priority approach as proposed in the East.  However, the proposal for the East is limited to application of two tiers to firm parallel flows where no seams agreement exists between the parties.  Whereas the West is developing a form of a two-tier curtailment process to both firm and non-firm parallel flows but it is still early in the process and the final resolution is not known at this time.  Finally, to address questions raised regarding the appropriateness of the NAESB BPS actions in developing such similar processes, it is noted that any process that WECC develops will be filed at FERC as will the NAESB BPS permanent solution.

Review of Pro Forma Open Access Transmission (OATT)

The sections of the Pro Forma OATT related to curtailments were reviewed to determine if changes are needed to the Pro Forma OATT when a two-tier curtailment process is used to curtail parallel flows.  Sections reviewed included:

· Section 13.6 Curtailment of Firm Transmission Service

· Section 14.7 Curtailment or Interruption of Service

· Section 15.4 Obligation to Provide Transmission Service that Requires Expansion or Modification of the Transmission System, Redispatch or Conditional Curtailment

· Section 30.5 Network Redispatch Obligations

· Section 33 Load Shedding and Curtailments (including subsections)

· Schedule 1 Scheduling, System Control and Dispatch Service

· Attachment C Methodology to Assess Available Transfer Capability

· Attachment J Procedures for Addressing Parallel Flows

Extracts that were reviewed are included in Appendix A – Pro Forma Extracts.  From the review, key points are clearly documented in the tariff.   First, curtailments must be made on a non-discriminatory basis. Second, Non-Firm Transmission Service shall be subordinate to Firm Transmission Service on the system where service was taken by the transmission service customer. Third, the service to schedule the movement of power through, out of, within, or into a Control Area must be purchased from the Transmission Provider or the Control Operator.  Fourth, the Pro Forma OATT does not prescribe a methodology for addressing Parallel Flows.  Attachment J provides the flexibility for a Transmission Service Provider to document its process for addressing parallel flows.  Considering the Pro Forma OATT includes an Attachment that allows for the creation of a methodology to address Parallel Flow but is silent on what the methodology should be, it is not evident whether the Pro Forma OATT would have to change related to parallel flow impacts if NAESB were to develop a common firm service two-tiered curtailment methodology for the Eastern Interconnection TLR process that addresses parallel flows, so long as the methodology is non-discriminatory and non-firm transmission service is treated as subordinate to firm transmission service on the system where service was taken by the transmission service customer.  (See parallel flow procedure being applied by the WECC.)  However, the use of the Two-Tier Approach under the flowgate allocation option being considered by the BPS would introduce the classification of “first to curtail” and “last to curtail” on transmission service granted by a TSP, even on its own system and contract paths.  Therefore, it is unclear whether TSPs would need to revise their tariffs if the flowgate allocation option were implemented by NAESB.  

Differences Between Seams Agreement and MOD Standards Coordination Agreement

Based on information provided by the NERC MOD standard drafting team, the scope of work for development of the NERC MOD standards (01, 04, 08, 28, 29, 30) included establishment of NERC reliability objectives when calculating ATC.  The drafting team intentionally excluded from the scope non-reliability related aspects that exist or are under development in the NAESB business practice standards.  

The auditable requirements for the NERC MOD standards do not address or include as evidence any of the aspects of posting or sale of service, TLR, scheduling or curtailment which are specific requirements in the NAESB WEQ-008.  

The MOD standards were written to ensure that calculations are performed by Transmission Service Providers to maintain awareness of available transmission system capability on their own systems as well as those of their neighbors.  Additionally, the MOD standards focus on increasing consistency and reliability in the development and documentation of Available Transfer Capability calculations performed by entities using one of the three approved methodologies to support analysis and system operations.  

The ATC standards make no attempt to standardize requirements for establishing the firm or non-firm priorities of the usage of the transmission system.  If this were required of the standards then a significant shortcoming exist in that the standards do not include specific requirements for honoring a Transmission Service Provider’s neighbors’ system firm and non-firm use.  And they do not address methodology(ies) Transmission Service Providers follow to limit the approvals of transmission service reservations if and when granting the service could cause constraints on the neighbors’ transmission system.  The standards do not require Transmission Service Providers to respect neighbors’ priorities and system usage.   

The rules of assigning firm or non-firm to a TSP’s own transmission service are not addressed.  While there are requirements for modeling of neighbors systems, there are no specific rules for such modeling or rules to recognize priority of use of the neighboring system when coordination agreements 
are not in place.  The standard simply specifies how firm and non-firm use will be an input to the calculations and the three methods have differing requirements.

While the NERC MOD standards recognize priorities in the usage of the transmission system, the focus is on the ATC calculation, sharing of information, and performing the calculation at the required frequencies, and do not include a requirement to consider and observe the impacts on the neighboring TSPs systems when granting transmission service. 
Assessment of Two-Tier Curtailment Proposal for Eastern Interconnection and Western Interconnection Unscheduled Flow Mitigation Procedure
There are two reasons for including this summary in the parallel flow curtailment priorities to use in the East discussion.  First, a concern has been raised that establishing parallel flow curtailment priorities that may differ from the current TLR process is encroaching on policy issues that are not under the purview of the NAESB BPS.  No one questions that the assignment of curtailment priorities in the East during TLR is a commercial issue where NAESB has responsibility.   Second, the very issue of applying a two-tier firm curtailment process in the East has already been in-place for some time in the West.  In fact, the changes the West is considering would make it exactly like the two-tier approach proposed in the East except the East only intends to apply the two tiers to firm parallel flows where no seams agreement exists between the parties.  The West is developing a form of a two-tier curtailment process to both firm and non-firm parallel flows but it is still early in the process and the final resolution is not known at this time.  Any process that WECC develops will be filed at FERC.    
Appendix C - Pro Forma Extracts

· Section 13.6 Curtailment of Firm Transmission Service - In the event that a Curtailment on the Transmission Provider's Transmission System, or a portion thereof, is required to maintain reliable operation of such system and the system directly and indirectly interconnected with Transmission Provider’s Transmission System, Curtailments will be made on a non-discriminatory basis to the transaction(s) that effectively relieve the constraint.  Transmission Provider may elect to implement such Curtailments pursuant to the Transmission Loading Relief procedures specified in Attachment J.  If multiple transactions require Curtailment, to the extent practicable and consistent with Good Utility Practice, the Transmission Provider will curtail service to Network Customers and Transmission Customers taking Firm Point-To-Point Transmission Service on a basis comparable to the curtailment of service to the Transmission Provider's Native Load Customers.  All Curtailments will be made on a non-discriminatory basis, however, Non-Firm Point-To-Point Transmission Service shall be subordinate to Firm Transmission Service.  Long-Term Firm Point-to-Point Service subject to conditions described in Section 15.4 shall be curtailed with secondary service in cases where the conditions apply, but otherwise will be curtailed on a pro rata basis with other Firm Transmission Service.  When the Transmission Provider determines that an electrical emergency exists on its Transmission System and implements emergency procedures to Curtail Firm Transmission Service, the Transmission Customer shall make the required reductions upon request of the Transmission Provider.  However, the Transmission Provider reserves the right to Curtail, in whole or in part, any Firm Transmission Service provided under the Tariff when, in the Transmission Provider's sole discretion, an emergency or other unforeseen condition impairs or degrades the reliability of its Transmission System.  The Transmission Provider will notify all affected Transmission Customers in a timely manner of any scheduled Curtailments.

· Section 14.7 Curtailment or Interruption of Service - The Transmission Provider reserves the right to Curtail, in whole or in part, Non-Firm Point-To-Point Transmission Service provided under the Tariff for reliability reasons when an emergency or other unforeseen condition threatens to impair or degrade the reliability of its Transmission System or the systems directly and indirectly interconnected with Transmission Provider’s Transmission System.  Transmission Provider may elect to implement such Curtailments pursuant to the Transmission Loading Relief procedures specified in Attachment J.  The Transmission Provider reserves the right to Interrupt, in whole or in part, Non-Firm Point-To-Point Transmission Service provided under the Tariff for economic reasons in order to accommodate (1) a request for Firm Transmission Service, (2) a request for Non-Firm Point-To-Point Transmission Service of greater duration, (3) a request for Non-Firm Point-To-Point Transmission Service of equal duration with a higher price, (4) transmission service for Network Customers from non-designated resources, or (5) transmission service for Firm Point-to-Point Transmission Service during conditional curtailment periods as described in Section 15.4.  The Transmission Provider also will discontinue or reduce service to the Transmission Customer to the extent that deliveries for transmission are discontinued or reduced at the Point(s) of Receipt.  Where required, Curtailments or Interruptions will be made on a non-discriminatory basis to the transaction(s) that effectively relieve the constraint, however, Non-Firm Point-To-Point Transmission Service shall be subordinate to Firm Transmission Service.  If multiple transactions require Curtailment or Interruption, to the extent practicable and consistent with Good Utility Practice, Curtailments or Interruptions will be made to transactions of the shortest term (e.g., hourly non-firm transactions will be Curtailed or Interrupted before daily non-firm transactions and daily non-firm transactions will be Curtailed or Interrupted before weekly non-firm transactions).  Transmission service for Network Customers from resources other than designated Network Resources will have a higher priority than any Non-Firm Point-To-Point Transmission Service under the Tariff.  Non-Firm Point-To-Point Transmission Service over secondary Point(s) of Receipt and Point(s) of Delivery will have a lower priority than any Non-Firm Point-To-Point Transmission Service under the Tariff.  The Transmission Provider will provide advance notice of Curtailment or Interruption where such notice can be provided consistent with Good Utility Practice.

· Section 15.4 Obligation to Provide Transmission Service that Requires Expansion or Modification of the Transmission System, Redispatch or Conditional Curtailment – 

(a)
If the Transmission Provider determines that it cannot accommodate a Completed Application for Firm Point-To-Point Transmission Service because of insufficient capability on its Transmission System, the Transmission Provider will use due diligence to expand or modify its Transmission System to provide the requested Firm Transmission Service, consistent with its planning obligations in Attachment K, provided the Transmission Customer agrees to compensate the Transmission Provider for such costs pursuant to the terms of Section 27.  The Transmission Provider will conform to Good Utility Practice and its planning obligations in Attachment K, in determining the need for new facilities and in the design and construction of such facilities.  The obligation applies only to those facilities that the Transmission Provider has the right to expand or modify.

(b)
If the Transmission Provider determines that it cannot accommodate a Completed Application for Long-Term Firm Point-To-Point Transmission Service because of insufficient capability on its Transmission System, the Transmission Provider will use due diligence to provide redispatch from its own resources until (i) Network Upgrades are completed for the Transmission Customer, (ii) the Transmission Provider determines through a biennial reassessment that it can no longer reliably provide the redispatch, or (iii) the Transmission Customer terminates the service because of redispatch changes resulting from the reassessment.  A Transmission Provider shall not unreasonably deny self-provided redispatch or redispatch arranged by the Transmission Customer from a third party resource.
(c)
If the Transmission Provider determines that it cannot accommodate a Completed Application for Long-Term Firm Point-To-Point Transmission Service because of insufficient capability on its Transmission System, the Transmission Provider will offer the Firm Transmission Service with the condition that the Transmission Provider may curtail the service prior to the curtailment of other Firm Transmission Service for a specified number of hours per year or during System Condition(s).  If the Transmission Customer accepts the service, the Transmission Provider will use due diligence to provide the service until (i) Network Upgrades are completed for the Transmission Customer, (ii) the Transmission Provider determines through a biennial reassessment that it can no longer reliably provide such service, or (iii) the Transmission Customer terminates the service because the reassessment increased the number of hours per year of conditional curtailment or changed the System Conditions.

· Section 30.5 Network Redispatch Obligations - As a condition to receiving Network Integration Transmission Service, the Network Customer agrees to redispatch its Network Resources as requested by the Transmission Provider pursuant to Section 33.2.  To the extent practical, the redispatch of resources pursuant to this section shall be on a least cost, non-discriminatory basis between all Network Customers, and the Transmission Provider.
· Section 33.2 Transmission Constraints – During any period when the Transmission Provider determines that a transmission constraint exists on the Transmission System, and such constraint may impair the reliability of the Transmission Provider's system, the Transmission Provider will take whatever actions, consistent with Good Utility Practice, that are reasonably necessary to maintain the reliability of the Transmission Provider's system.  To the extent the Transmission Provider determines that the reliability of the Transmission System can be maintained by redispatching resources, the Transmission Provider will initiate procedures pursuant to the Network Operating Agreement to redispatch all Network Resources and the Transmission Provider's own resources on a least-cost basis without regard to the ownership of such resources.  Any redispatch under this section may not unduly discriminate between the Transmission Provider's use of the Transmission System on behalf of its Native Load Customers and any Network Customer's use of the Transmission System to serve its designated Network Load.
· Section 33.4 Curtailment of Scheduled Deliveries – If a transmission constraint on the Transmission Provider's Transmission System cannot be relieved through the implementation of least-cost redispatch procedures and the Transmission Provider determines that it is necessary to Curtail scheduled deliveries, the Parties shall Curtail such schedules in accordance with the Network Operating Agreement or pursuant to the Transmission Loading Relief procedures specified in Attachment J.
· Section 33.5 Allocation of Curtailments - The Transmission Provider shall, on a non-discriminatory basis, Curtail the transaction(s) that effectively relieve the constraint.  However, to the extent practicable and consistent with Good Utility Practice, any Curtailment will be shared by the Transmission Provider and Network Customer in proportion to their respective Load Ratio Shares.  The Transmission Provider shall not direct the Network Customer to Curtail schedules to an extent greater than the Transmission Provider would Curtail the Transmission Provider's schedules under similar circumstances.

· Section 33.7 System Reliability – Notwithstanding any other provisions of this Tariff, the Transmission Provider reserves the right, consistent with Good Utility Practice and on a not unduly discriminatory basis, to Curtail Network Integration Transmission Service without liability on the Transmission Provider's part for the purpose of making necessary adjustments to, changes in, or repairs on its lines, substations and facilities, and in cases where the continuance of Network Integration Transmission Service would endanger persons or property.  In the event of any adverse condition(s) or disturbance(s) on the Transmission Provider's Transmission System or on any other system(s) directly or indirectly interconnected with the Transmission Provider's Transmission System, the Transmission Provider, consistent with Good Utility Practice, also may Curtail Network Integration Transmission Service in order to (i) limit the extent or damage of the adverse condition(s) or disturbance(s), (ii) prevent damage to generating or transmission facilities, or (iii) expedite restoration of service.  The Transmission Provider will give the Network Customer as much advance notice as is practicable in the event of such Curtailment.  Any Curtailment of Network Integration Transmission Service will be not unduly discriminatory relative to the Transmission Provider's use of the Transmission System on behalf of its Native Load Customers.  The Transmission Provider shall specify the rate treatment and all related terms and conditions applicable in the event that the Network Customer fails to respond to established Load Shedding and Curtailment procedures.

· Schedule 1 Scheduling, System Control and Dispatch Service – This service is required to schedule the movement of power through, out of, within, or into a Control Area.  This service can be provided only by the operator of the Control Area in which the transmission facilities used for transmission service are located.  Scheduling, System Control and Dispatch Service is to be provided directly by the Transmission Provider (if the Transmission Provider is the Control Area operator) or indirectly by the Transmission Provider making arrangements with the Control Area operator that performs this service for the Transmission Provider's Transmission System.  The Transmission Customer must purchase this service from the Transmission Provider or the Control Area operator.  The charges for Scheduling, System Control and Dispatch Service are to be based on the rates set forth below.  To the extent the Control Area operator performs this service for the Transmission Provider, charges to the Transmission Customer are to reflect only a pass-through of the costs charged to the Transmission Provider by that Control Area operator.

· Attachment C Methodology To Assess Available Transfer Capability -  (extract only) (1)
A detailed description of the specific mathematical algorithm used to calculate firm and non-firm ATC (and AFC, if applicable) for its scheduling horizon (same day and real-time), operating horizon (day ahead and pre-schedule) and planning horizon (beyond the operating horizon);
· Attachment J Procedures for Addressing Parallel Flows – To be filed by the Transmission Provider  
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