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The proposed two-tier curtailment process does the following:

· Creates a new curtailment priority.

· This proposed service creates either (1) another category of curtailment priority that is between firm and non-firm or (2) another type of conditional firm service that is treated sometimes as firm and at other times treated as highest non-firm curtailment priority.

· It would require a change to FERC’s pro forma tariff.  See excerpt below from Order 890 when FERC adopted conditional firm service – it required a change to the pro forma tariff that TVA also included in our Guidelines. 

· Could be considered discriminatory.  

· With the current TLR process, a transmission customer can request and pay for firm transmission service for its entire path, and it will get a firm curtailment priority (F7 or FN7).  With the proposed process, the customer could request and pay for firm service on the entire path, but if there is a constraint on an off-the-path-system with no seams agreement, the firm service would be first-to-cut firm; thus the firmness is contingent on actions taken by the TSP, not the customer.

· TSP could execute seams agreements with neighboring systems such that its GTL flows and intra-BA flows would be last-to-cut firm, but neglect to execute seams agreements with systems further away resulting in PTP transactions wheeled through the TSP being first-to-cut firm.  

· Requires seams agreements.

· Would be a policy decision to require seams agreements when in the past FERC has said that seams issues are better addressed on a case-by-case basis.  See excerpt below – Order 890, paragraph 626.

· Requires changes in NERC Standards – IRO-006-4.1.

Conditional Curtailment Priority

Commission Determination

1074. We adopt a secondary network curtailment priority to apply for the hours or specific system conditions when conditional firm service is conditional. During nonconditional periods, conditional firm service is subject to pro rata curtailment consistent with curtailment of other long-term firm service. Thus, secondary network service and conditional firm service when it is conditional will share the same curtailment priority.  Also, there is no conflict with reliability standards because conditional firm service will be subject to pro rata curtailment with all other firm uses of the system once conditional curtailment hours, if that is the option selected, are exhausted.

1075. The secondary network curtailment priority is appropriate because the customer is paying the long-term firm point-to-point rate and thus should receive the highest non-firm curtailment priority during the conditional curtailment hours or during specified system conditions. Adoption of this curtailment priority overcomes what could otherwise be significant implementation hurdles. It allows for implementation of the service without changes to existing NERC TLR practices. NERC and members of the industry need not undertake the time-consuming and expensive process of establishing a new curtailment priority that is between firm and non-firm service as some commenters requested. Use of this curtailment priority also avoids attendant decisions relating to the method of curtailment that should apply, i.e., pro rata or transactional curtailment, for a quasi-firm curtailment priority. It is also consistent with existing interruption provisions of the pro forma OATT which provide that secondary service cannot be interrupted for economic reasons.659 This is consistent with our determination that conditional firm service when it is conditional is curtailable only to maintain reliable operation of the transmission system.

1076. We reject EEI’s argument that the curtailment priority for conditional firm service is inconsistent with Commission precedent regarding priority non-firm service only for network customers. EEI’s argument is inapposite. Long-term firm point-to-point customers taking fully firm service without the conditional firm option do not need access to priority non-firm service as EEI suggests. They have assurance that their service will not be interrupted for economic reasons and will only be curtailed on a comparable basis with network service. This would not be the case for conditional firm customers. We also find that EEI has failed to explain the connection between the conditional firm transmission service and the availability of reliability redispatch options, i.e., generators on its system that can ramp up or down in response to a curtailment. We reject Powerex’s request that transmission providers be required to show that existing long-term rights are protected. Each addition of a new long-term firm transaction impacts the rights of existing firm customers to some extent.  

1077. We disagree with commenters’ suggestion that the NERC IDC must be changed to accommodate conditional firm service. We reiterate that we are not creating a new curtailment priority in this Final Rule. We also disagree that new tags that combine a firm and non-firm priority must be developed in order to implement the conditional firm option. The curtailment priority in a tag can be changed ahead of the operating hour based on a near-term forecast of system conditions.660 We are cognizant that daily and hourly operations to change the tags for conditional firm customers likely involve the need for control room coordination and development of an appropriate tracking process.  As the Commission described in the NOPR, new tracking and tagging business practices

for this service must be developed by each transmission provider. Thus, we are allowing a sufficient period for the development of these business practices, i.e., 180 days from the date of publication of this Final Rule in the Federal Register. As directed above, transmission providers must coordinate with other transmission providers in their regions to develop these tracking and tagging business practices.
659 See pro forma OATT section 14.7.
660 For example, in the Eastern Interconnection, tags can be changed up to 35 minutes before the hour in which a TLR event is scheduled. See NERC Standard IRO-006-3, Transmission Loading Relief Procedures – Eastern Interconnection, section 6.2 (Communications and Timing Requirements) at 23-25 (August 2, 2006).

Transmission Pricing

Commission Determination

623. As the Commission explained in the NOPR, we do not intend to undertake a comprehensive overhaul of our transmission pricing policies in this rulemaking. Instead, the Commission proposed a number of specific reforms to discrete provisions in the pro forma OATT and a clarification to our “higher of” policy for pricing of transmission system expansions. Given the limited scope of this proceeding, we do not believe it would be appropriate to adopt the broader ratemaking proposals suggested by commenters. Issues of rate pancaking, including joint rates, regional rolled-in rates and rate reviews are beyond the scope of this proceeding.

624. Similarly, the Commission made clear in the NOPR that the purpose of the proposed rule is to strengthen the pro forma OATT to remedy undue discrimination and not to impose any particular market structure on the industry. The Commission’s focus in this proceeding was and remains the development of competitive wholesale markets through the reduction of barriers to entry created through the control of transmission assets. We continue to believe that the appropriate focus of this rulemaking is to strengthen competitive wholesale markets by adopting reforms to address remaining areas of undue discrimination and issues of comparability rather than mandating a fundamental change in the market structure.

625. We therefore reject requests to institute systems that require the real-time use of regional security constrained economic dispatch and LMP for granting real-time transmission service and for the settlement of imbalances or to otherwise require transmission providers to use LMP-based modeling. We believe that LMP market designs can provide significant benefits to customers through more efficient use of the grid, but do not believe that such market designs are the only way to remedy undue discrimination or achieve comparability. We continue to support regional flexibility in market development, provided that the market design implemented by the transmission providers provides other transmission customers with comparable service to that which the transmission providers provide to their own native loads and affiliates.

626. We also reject arguments regarding seams issues creating an undue discrimination between market and non-market areas that must be resolved in this proceeding. We note that there are currently processes underway to address seams issues both in the Eastern and Western Interconnections.366 We believe that such seams issues are beyond the scope of this rule and are better addressed on a case-by-case basis or, as appropriate, in the proceeding on RTO Border Utility Issues.367
366 See, e.g., RTO Border Utility Issues, Notice of Technical Conference on Seams Issues for RTOs and ISOs in the Eastern Interconnections, (Docket No. AD06-9-000) (issued Jan. 25, 2007).

367 Id.
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