Two-tier firm curtailment Support Position Paper
ATTACHMENT 4

Summary

In order to address WEQ Annual Plan Item 1a, the Parallel Flow Visualization (“PFV”) permanent solution option to develop Business Practice Standards was approved by the Business Practices Subcommittee (“BPS”) on Thursday, May 19 by a balanced vote of 6.88 to 3.12.  PFV seeks to improve the wide-area view of Reliability Coordinators so that they are better equipped to assign relief obligations during periods of congestion to those actually contributing to the congestion.  

The approved PFV permanent solution allows transmission service providers to elect a method for reporting the priority of the generation output used to serve load in the Balancing Authority (“BA”).  Additionally, this option includes a two-tier approach that provides incentives to develop seams agreements that honor external constraints when providing transmission service by holding all BAs accountable for their parallel flow impacts on neighboring areas (“two-tier firm curtailment”).

Prior to and after the motion
 was approved on April 28 to include two-tier firm curtailment in the PFV permanent solution, concerns have been raised that the BPS may have overstepped its bounds and is possibly developing standards that are policy setting or in conflict with existing FERC Policy.   It is the position of the entities supporting two-tier firm curtailment that the FERC has provided guidance on this issue and there is no need to seek further guidance from the Managing Committee, the Board, and/or FERC.  The Executive Committee (“EC”) should direct the BPS to continue developing the PFV standards that can include two-tier firm curtailment. 

Two-tier firm curtailment overview

Two-tier firm curtailment was devised by the BPS as a method to incent coordination agreements.  Bilateral coordination agreements are important because they account for regional differences and provide a level of depth that is not achievable in broad industry standards.  In their absence, two-tier firm curtailment allows Reliability Coordinators to address inequities by reducing the priority of unscheduled firm power flows from its neighbors. Two-tier firm curtailment recognizes that transmission service granted without consideration of the available capacity and limitations on other Transmission Service Provider’s (“TSP”) systems should not have the same curtailment priority during Transmission Loading Relief (“TLR”)  as transmission service granted that recognized available capacity and limitations on other TSP’s system.  Two-tier firm curtailment addresses an Eastern Interconnection wide issue, not an individual TSP issue.  The two-tier firm curtailment process assigns relief obligations, during congestion, first to those firm transactions where no analysis of the impact of the transaction was considered on the flowgate experiencing congestion at the time service was granted; then to those where analysis on of the impact of the transaction was considered on the flowgate experiencing congestion at the time service was granted.

Additional details are available in the Two-Tier Curtailment Work Paper.

FERC guidance supporting two-tier firm curtailment

As described below, FERC has issued orders addressing parallel flows for the Western Interconnection, weighed in on the benefits of coordination agreements, and left the door open for the industry to develop standards to address parallel flows for the Eastern Interconnection.  This record should be sufficient for the EC to determine that there are no policy issues/concerns with allowing the BPS to move forward with including two-tier firm curtailment in the PFV permanent solution.  

Two-tier firm curtailment is an extension of the FERC approved Weakest Link method

Interchange transactions scheduled to flow between, or across BA boundaries are required to have a NERC Tag (“tag”).  The Interchange Distribution Calculator (“IDC”) uses the priority of the tag to manage congestion in the Eastern Interconnection.
The current FERC approved TLR process in the Eastern Interconnection, utilizes the Weakest Link methodology.  The Weakest Link methodology assigns a curtailment priority based on the lowest level of transmission service sold by all TSPs along the path. This methodology assigns a priority to a tag when: 

· it is not scheduled through the TSP experiencing the congestion event/TLR; and

· there is no tariff requirement that TSPs that are off-path honor the priority of the transmission service granted by the on-path parties.
When a TSP does not enter an agreement to appropriately limit the granting of transmission service as it impacts another TSP, the two-tier firm curtailment methodology, similar to the Weakest Link methodology, recognizes that firm service does not exist on the system of the TSP experiencing congestion (an unscheduled flow on the congested facilities). Within TLR 5, it curtails firm schedules resulting in unscheduled flow that do not have firm service explicitly reserved on the congested TSP’s system.  Two-tier firm curtailment does not cause firm service to be treated as non-firm and does not change the TLR level in which that firm service would be curtailed. Thus, a conclusion that two-tier firm curtailment stands at odds with FERC Policy would also have to conclude that the current FERC approved NERC TLR reliability standards are also outside of current FERC Policy.  
Two-tier firm curtailment is equivalent to the FERC approved WECC Unscheduled Flow Mitigation Plan

On March 17, 2011, FERC issued an Order
 approving the Western Electric Coordinating Council (“WECC”) Qualified Transfer Path Unscheduled Flow Relief Regional Reliability Standard
.  “This Reliability Standard is intended to mitigate transmission overloads due to unscheduled flow on a transfer path designated by WECC as being qualified for unscheduled flow mitigation.”  Within the regional standards that apply to the Western Interconnection, WECC identified six paths that experienced congestion whereby unscheduled flows on a transmission path could be curtailed prior to curtailment of scheduled flows.  Note that the standard refers to unscheduled flows, which is another term for parallel flows.  

There are several similarities between the approved WECC standard and the proposed two-tier firm curtailment process.  The WECC standard allows for the curtailment of parallel flows prior to scheduled flows in the Western Interconnection that is comparable to the two-tier firm curtailment scheme.  The WECC standards include details about the levels and extent of unscheduled flows that can be curtailed.  Similarly, the two-tier firm curtailment process applies rules for curtailing parallel flows, under certain conditions, prior to curtailing scheduled flows.  

Additionally, the WECC standards apply to a limited set of paths experiencing congestion while all other WECC constraints are managed using local procedures.  Likewise, the Eastern Interconnection two-tier firm curtailment would apply to only those flowgates in the NERC Book of Flowgates that meet certain thresholds.  Though the two-tier curtailment process for the Western Interconnection may originally have been approved prior to FERC Order 888, it has been reaffirmed by FERC as a valid curtailment methodology in 2011. 

Finally, in WECC, both firm and non-firm schedules that produce unscheduled flow are curtailed together on a proportional basis before firm and non-firm schedules that produce scheduled flow or on-the-path flow.  This allows the WECC to treat firm/non-firm schedules that produce unscheduled flow as having a lower curtailment priority on the congested system as compared to firm/non-firm schedules that produce scheduled flow.  A proposed two-tier firm curtailment will have less impact to holders of firm service than the approved WECC practice by considering firm schedules that produce unscheduled/scheduled flow as having a higher curtailment priority on the congested system than non-firm schedules that produce scheduled/unscheduled flow on the congested system.  

Pro forma OATT

Section 13.6 of the pro forma OATT states:

 “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.”  

A narrow interpretation of this reference is that all firm transmission service must be curtailed using a single curtailment level and implementing two-tier firm curtailment would be setting policy.  Taking a closer look, the language does not preclude having multiple levels of firm curtailments rather it indicates that firm curtailments must be done on a non-discriminatory basis.  Two-tier firm curtailment meets the non-discriminatory litmus test in that all firm transmission service contributing to congestion on another transmission system where the service was not sold nor reviewed to assess the impact prior to the sale of the service will be considered as first-to-curtail.

The pro forma OATT makes multiple references to “pursuant to the Transmission Loading Relief procedures specified in Attachment J.” 
   Attachment J of the pro forma OATT is titled “Procedures to Address Parallel Flows.” Attachment J states that the details are “to be filed by the Transmission Provider.”  FERC essentially left the process for curtailing parallel flows open to interpretation.  The two-tier firm curtailment approach positions NAESB as the organization to develop a consistent approach in the Eastern Interconnection for addressing parallel flows. 

Response to concerns position paper

The opposition paper tends to confuse the terms “policy” with “standards.”  It also takes a myopic view of the PVF permanent solution.  Many of the references included in the paper are related to the TSP but falls short looking at the inter-relationships of the Eastern Interconnection. 

The three areas of policy concern noted in that position paper are:

· Two-tier Firm’s underlying assumption that loop flow impacts are not assessed before granting transmission service is at odds with FERC policy outlined in Order 890 and is at odds with FERC-approved NERC standards
· Two levels of pro-rata curtailment of Firm service conflicts with FERC policy of a single curtailment priority for firm curtailment.
· Establishing a requirement for coordination agreements to retain current firm curtailment priority is not supported by FERC.
Each concern is assessed below.  Based on this assessment, it is unclear why there is a need to seek further guidance.  Rather, the BPS should continue its work based on decisions it has already made and will make in the future.

Two-tier Firm’s underlying assumption that loop flow impacts are not assessed before granting transmission service is at odds with FERC policy outlined in Order 890 and is at odds with FERC-approved NERC standards
FERC in the pro forma OATT left the door open for a TSP to establish the requirements/standards for how it would deal with parallel flows.  Establishing standards for the treatment of parallel flows developed via industry consensus is well within NAESB’s governance documents.  Stating that this is a policy issue requiring FERC approval implies that NAESB as a standards development body should only work on those areas where NAESB is requested to develop standards by FERC.
Two levels of pro-rata curtailment of Firm service conflicts with FERC policy of a single curtailment priority for firm curtailment.
As stated above, two levels of pro-rata curtailment of firm service is in-place today in that unscheduled firm service in the Western Interconnection can be curtailed prior to scheduled firm service.  Implementation in the Western Interconnection differs from what is proposed in the PFV permanent solution but the concept curtailing unscheduled firm service before scheduled firm service has been approved by FERC.  

The opposition position paper states that section 13.6 of the pro forma OATT requires a single firm level of pro-rata curtailment.  The section states: 

“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.”  

The pro forma OATT does not preclude having multiple levels of firm curtailment.  As noted earlier, the pro forma OATT allows the TSP to develop specific standards/requirements on how it will treat parallel flows that can include firm transmission service in its Attachment J.  

Establishing a requirement for coordination agreements to retain current firm curtailment priority is not supported by FERC.
The concerns position paper states Two-Tier Firm Curtailment is a new policy which requires TSP-to-TSP coordination agreements to maintain current curtailment priority.  It is true that the approach does allow for unscheduled firm flows to be curtailed first during TLR 5 if no review of the impacts was done prior to the granting of transmission service which is different than today.  In today’s environment a TSP may grant transmission service on its system which can significantly contribute to congestion on another TSP’s system without considering impacts when service was granted.  When congestion occurs on the other TSP’s system, all firm transactions contributing to the congestion are curtailed on the same pro-rata basis, including those that were granted considering the impacts and those that were granted not considering the impacts on the congested flowgate.  The crux of the issue is whether Eastern Interconnection Business Practice Standards should be established for curtailing unscheduled flows, where no analysis of the impacts was performed, prior to curtailing scheduled flows and unscheduled flows where an analysis was performed.  

Those opposing two-tier firm curtailment seem to be confusing setting policy with developing standards.  Those supporting two-tier firm curtailment are of the opinion that FERC has established the policy and the BPS is defining the process, Business Practice Standards, for implementing the policy, which allows for the curtailment of parallel flows under certain conditions prior to scheduled flows in the Eastern Interconnection. The WECC has a well documented set of standards for curtailing parallel flows.  The proposed approach with coordination agreements is intended to provide the Eastern Interconnection with a consistent set of standards for determining the sequence for curtailing parallel flows.  NAESB has the opportunity to develop a consistent set of standards to address parallel flows in the Eastern Interconnection and should take advantage of this opportunity. 

Requested action from Executive Committee

This position paper proposes the EC determine that the direction is within its scope for developing NAESB Business Practice Standards related to the PFV permanent solution and the BPS can continue to move forward with its decision to include two-tier firm curtailment in the PFV permanent solution.  

If the EC cannot make this determination based on the documents provided, it is requested that the EC:

(1) forward the documentation to the Board and/or Managing Committee for their review and determination, and 

(2) seek  the Board and/or Managing Committee guidance that the decision made by the BPS  to include two-tier firm curtailment in the PFV permanent solution is within scope or seek guidance from FERC staff on whether including  two-tier firm curtailment to address parallel flows in the Eastern Interconnection conflicts with FERC Policy.
� The motion to include two-tier firm curtailment in the Hybrid and Flowgate Allocation options was approved on a balance vote of 7.66 to 2.34.  A total of 43 people voted in support of the motion and 13 people opposed the motion.


� Docket No. RM09-19-000; Order No.746


� � HYPERLINK "http://www.wecc.biz/Standards/Approved%20Standards/IRO-006-WECC-1.pdf" ��IRO-006-WECC-1�


� See sections 13.6, 14.7, and 33.4 of the Pro forma OATT.
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