

New Policy Being Developed by the NAESB WEQ BPS
Overview:
The Wholesale Electric Quadrant’s Business Practices Subcommittee, in working on Business Practices Standards for WEQ Annual Plan Item 1.a), has adopted plans to incorporate several items which appear to be policy in nature.  The subcommittee has not been directed to incorporate these policy items by the NAESB Board of Directors, in conflict with NAESB By-laws[endnoteRef:1]. The following items should be reviewed by the Board of Directors to ascertain whether the subcommittee should be directed to continue their development: [1:  ARTICLE 2 - PURPOSES, SCOPE, ACTIVITIES AND POLICIES
Section 2.2 Policies
(b) The principles governing NAESB are:

Develop Practices, Not Policy – The committees, subcommittees and task forces of NAESB should endeavor not to create policy in their Standards or Model Business Practices development activities absent being requested to do so by the Board.
] 

1. New policy on treatment of loop flow impacts
2. New policy that creates two levels of pro-rata curtailment of Firm service
3. New policy that requires TSP-to-TSP coordination agreements
If subcommittees are permitted to change FERC policy, then the subcommittees will have an open season to attack anything.  NAESB then becomes a policy forum, not a forum for developing industry supported practices to implement FERC policies.
Issues:
FERC policy is reflected in the pro-forma OATT and various orders.  Order 890, which focused on preventing undue discrimination and preference in transmission service, provides substantial guidance on addressing these concerns.
New policy on treatment of loop flow impacts
The new policy envisioned by the WEQ BPS, hinges on a perspective that loop flows are not evaluated when transmission service is granted under an approved ATC methodology.  Under this perspective, loop flows are not anticipated and must be addressed at time of curtailment by the Interchange Distribution Calculator (IDC).  The attempt to relegate all loop flows from systems without coordination agreements to an inferior class with respect to firm curtailment is a denial of the actual operational characteristics of the Eastern Interconnect system and is inconsistent with FERC’s expectation expressed in Order 890.
In Order 890[endnoteRef:2], FERC said that ATC calculations are to include consideration of loop flows. NERC, in developing ATC standards, is responsible for the ATC calculation standards.  NERC understands the need to incorporate loop flow analysis in the AFC methodologies as seen in MOD-030-02.  NERC recognized the need for coordination with respect to loop flows by requiring a Transmission Service Provider (TSP) to evaluate the potential impact of a request for transmission service on a broad range of flowgates which are external to the TSP’s system (as outlined in the requirements under section R.2.).  This standard also requires modeling of the TSP’s system as well as adjacent TSPs’ systems (as outlined in the requirements under section R.3.).Further, under requirement R.5.3., a TSP is required to use AFC calculations for external flowgates which are supplied by external TSPs. Requirement R.6. requires the TSP to include the impact of firm Network transmission service (including the impacts of generation to load) for all adjacent TSPs and any other TSPs with which coordination agreements have been executed.  Requirements R6.4. and R.6.6., respectively, require a TSP to include in AFC calculations the PTP and grandfathered service commitments granted on external systems. In sum, these requirements require a TSP to perform a broad analysis of the potential loop flow impacts of a request for firm service on the TSP’s system as well as the impact on other systems before granting the service. [2:  Order 890-A paragraphs 98-100.] 

NAESB should refrain from developing standards which establish requirements that may conflict with NERC standards, that fail to honor loop flows that were adequately addressed when service was granted, or that attempt to subvert NERC’s assigned authority in establishing ATC/AFC methodologies. NERC, not NAESB, has responsibility for addressing gaps in these methodologies.

New policy that creates two levels of pro-rata curtailment of Firm service
The pro-forma tariff Section 13.6 FERC identifies a single curtailment priority for firm curtailment.[endnoteRef:3]  This was reinforced in Order 890[endnoteRef:4],[endnoteRef:5],[endnoteRef:6],[endnoteRef:7], Order 890-A[endnoteRef:8], and other orders[endnoteRef:9],[endnoteRef:10]. The two-level firm curtailment under consideration by the WEQ BPS would establish multiple curtailment priorities for firm service which conflict with FERC policy and would require a change to the pro-forma tariff to include an additional level of firm curtailment.	Comment by Alan Pritchard: Add hyperlink to the two-tiered firm curtailment white paper. [3:  NOI (Docket RM10-9-000) paragraph 7.]  [4:  Order 890 paragraph 928.]  [5:  Order 890 paragraphs 1074-1077.]  [6:  Order 890 paragraph 1138.]  [7:  Order 890 paragraph 1620.]  [8:  Order 890-A paragraphs 974-978.]  [9:  ConocoPhillips Company v. Entergy Services, inc (Docket EL08-59-000) paragraphs 24-26.]  [10:  Entergy Services, Inc (Docket ER10-794-000) paragraph 53.] 

New policy that requires TSP-to-TSP coordination agreements
The Business Practices under consideration would be a policy decision to require coordination agreements in order to obtain the higher level of firm curtailment priority,  when in the past FERC has said that seams issues are better addressed on a case-by-case basis[endnoteRef:11],[endnoteRef:12].   [11:  Order 890 paragraph 626.]  [12:  49 FERC P 61377 
We will deny Allegheny's request for a technical conference to consider the issue of unintended loop flows. Allegheny speculates that this sale could impact Allegheny's system adversely. Inadvertent or unauthorized power flows are an unavoidable consequence of interconnected utility operations. Interconnected utilities must, and do, work closely to ensure that the operation of one system does not jeopardize the reliability of a neighboring system, nor diminish the neighbor's ability to utilize its system in the most economical manner. This coordination is accomplished by direct day-to-day communications and the establishment of operating committees, as well as by participation in power pools such as the East Central Area Reliability Coordination Agreement to which AEP and Allegheny belong. The Commission, however, does not and, indeed, could not oversee the operation of utility systems. Operational decisions are dynamic and require instantaneous hands-on reaction to changing circumstances. As with any power sale, the transfer of Rockport Unit No. 2 power to Carolina Power will require coordination on a day-to-day basis by the affected utilities. It is, in the first instance, for the interconnected parties as the owners and operators of utility systems to establish mutually acceptable operating practices. In addition, if Allegheny can demonstrate that this transaction is a burden on its system, Allegheny can file a transmission service rate for Commission consideration which would account for any unauthorized loop flows] 

The minimum requirements of these agreements are similar to the requirements in NERC MOD standards and provide little, if any, additional value.   As mentioned in the previous section, including a requirement for such agreements in order to be granted the level of curtailment priority that is currently available could prove discriminatory with respect to a customer’s ability to obtain this level of transmission service.
Further, the use of coordination agreements to assign curtailment priority could be considered discriminatory because the firmness of a customer’s transmission service would be determined at the discretion of a Transmission Service Provider (which will decide whether or not to enter into coordination agreements).  
· 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 coordination agreement, the firm service would be the lower priority of firm service; thus the firmness is contingent on actions taken by the Transmission Service Provider, not the customer.
· A Transmission Service Provider could execute coordination agreements with neighboring systems such that its network/native load loop flows would be higher priority firm, but neglect to execute coordination agreements with systems further away resulting in PTP transactions wheeled through the TSP being lower priority firm.  
· Many of these coordination agreements have not yet been developed, will vary significantly between TSPs and may result in gaming, non-comparable and discriminatory setting of the firm priority of transmission service inconsistent with the pro-forma Tariff.  Transmission customers will not know in all instances what the priority of the “firm” transmission service that they have purchased under a pro-forma Tariff will be when it is curtailed during a Transmission Loading Relief (TLR) event, and will likely not have any ability to participate or review the provisions that will determine the firmness of their transmission service.

Anticipated Response in Support of the new items:
Proponents of the new items argue that the existence of FERC-approved WECC Unscheduled Flow Mitigation Procedure signals that FERC policy does not preclude two levels of firm curtailment. This procedure does treat on-path transactions differently from off-path transactions for a handful of flowgates in the Western Interconnect.  The Board of Directors should be aware that the key provisions of this procedure were approved prior to FERC Order 888 and also that they represent a procedure which was developed by WECC utilities.  While FERC has accepted filings of some providers to have non-standard approaches to addressing their seams issues, it is not correct to assume that FERC policy has changed because it has accepted these approaches.
The WECC Unscheduled Flow Mitigation Procedure is not directly comparable to the items under consideration by the WEQ BPS.   Specifically:
1. The WECC procedure does not differentiate between firm and non-firm transmission service when making determination for reductions to Contributing Schedules (loop flows).  As such, it is not clear whether FERC has considered the two-tiered aspect of curtailment of firm schedules.
2. The WECC procedure does not relegate all Contributing Schedules to a first-to-curtail category, as would be done by the WEQ BPS.  In fact, in step 9 of the procedure, the most sever curtailment level; only 35% of the Contributing Schedules are curtailed. 
Recommended Response:
The NAESB Board of Directors should affirm that the three items addressed in this paper are in conflict with FERC policy and should direct the subcommittee to discontinue development of these items.

