Two-Tier Curtailment Policy Concerns


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, with the understanding that the subcommittee would seek clarification on policy related issues before finalizing Business Practice Standards.  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 their generation output used to serve load in the Balancing Authority (“BA”).  The controversial portion of this option incorporates a two-tier approach that provides incentives to develop seams agreements that honor external constraints when providing transmission service (“two-tier firm curtailment”).

In a motion unanimously approved on February 17, 2011
, and prior to the vote on April 28th to include two-tier firm curtailment in the PFV permanent solution, the subcommittee recognized the validity of concerns that the BPS may have overstepped its bounds and may be developing standards that are policy setting or in conflict with existing FERC Policy.  The motion sought approval from the Board to obtain a FERC review of policy concerns.  
 It is the position of the entities preparing this paper that the Business Practices Subcommittee has ignored FERC policies and, thereby, has created a need to seek further guidance from the Managing Committee, the Board, and/or FERC.  The Executive Committee (“EC”) is not empowered to direct the subcommittee to develop standards which conflict with FERC policy.  Therefore, it should recognize these policy concerns and direct the BPS to continue developing the PFV standards that exclude two-tier firm curtailment until such time as permitted to include two-tier firm curtailment by the Board. 

Two-tier firm curtailment overview

Two-tier firm curtailment was devised by the BPS as a method to incent seams agreements.  Bilateral coordination agreements are permitted in NERC MOD standards, where they may account for regional differences and permit alternate methods for congestion management.  Unfortunately, the two-tier firm curtailment practice reduces the curtailment priority of firm off-path flows, incorrectly labeled “unscheduled firm power flows” by proponents of the concept, to a different level than firm on-path flows.  Proponents argue that a different curtailment priority is warranted in such cases during Transmission Loading Relief (“TLR”).  The two-tier firm curtailment process assigns relief obligations, during congestion, first to those firm transactions where there is an assertion that no analysis of the impact of the transaction was considered on the flowgate experiencing congestion at the time service was granted. Two-tier firm curtailment relies on the argument that transmission service is granted without consideration of the available capacity and limitations on other Transmission Service Provider’s (“TSP”) systems, in spite of FERC-approved NERC requirements to take those considerations into account,  
Additional details are available in the Two-Tier Curtailment Work Paper.
Policy Concern Statement:

The subcommittee has not been directed to incorporate these policy items by the NAESB Board of Directors, in conflict with NAESB By-laws
. The following items should be reviewed by the Board of Directors to ascertain whether the subcommittee should be directed to continue their development:

1. 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.
2. Two levels of pro-rata curtailment of Firm service conflicts with FERC policy of a single curtailment priority for firm curtailment.
3. Establishing a requirement for coordination agreements to retain current firm curtailment priority is not supported by FERC.
Specific Policy Items:

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.

1. 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.


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
, 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.
The proposed two-tier curtailment policy ignores coordination which is required by FERC-approved NERC standards and sets up a conflicting standard. NAESB should refrain from developing standards with requirements that may conflict with NERC standards and FERC policy.
2. Two levels of pro-rata curtailment of Firm service conflicts with FERC policy of a single curtailment priority for firm curtailment.

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.

FERC has established a policy of a single curtailment priority in numerous orders, as shown below:
a. In the NOI (Docket RM10-9-000), FERC provided language, which says that OATT Sections 13.6 and 14.7 are to be interpreted as curtailment priorities
b. .
 
c. In the Order 890 paragraph 928, FERC refers to Firm Service as a single priority.

d.  In the Order 890 paragraphs 1074-1077, FERC explains that during non-conditional periods, conditional firm service is subject to pro rate curtailment consistent with curtailment of other long-term firm service. FERC also states that conditional firm service will be subject to pro rate curtailment with all other firm uses of the system…

e. In the Order 890 paragraph 1138, FERC says that curtailments of Network and PTP must be done on a nondiscriminatory and pro-rata basis.

f. In the Order 890 paragraph 1620, FERC identifies curtailment provisions for point-to-point service (set forth in sections 13.6 and 14.7) and network service (set forth in section 33).

g. In the Order 890-A paragraphs 973-978, FERC addresses Conditional Curtailment and reiterates that when it is non-conditional, it is treated like all other long-term firm service.
 
h. In ConocoPhillips Company v. Entergy Services, Inc (Docket EL08-59-000) paragraphs 24-26, FERC says OATT section 13.6 is the relevant area for determining curtailment priorities.

i. In Entergy Services, Inc (Docket ER10-794-000) paragraph 53, FERC makes no provision for multiple levels of firm curtailments.


3. Establishing a requirement for coordination agreements to retain current firm curtailment priority is not supported by FERC.


The Business Practices under consideration would be a policy decision to require coordination agreements in order to maintain current firm curtailment priority,  when in the past FERC has said that seams issues are better addressed on a case-by-case basis.
,
 
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.

Response to Support Position Paper:
The proponents of the two-tier curtailment are unwilling to recognize FERC policies as presented in the record but prefer to argue for change based on a very broad interpretation of one section of the pro forma OATT.  They present a single order which has no specific statement from FERC on the key issue at hand.  Rather than present policy related citations, proponents merely attack the authors of opposition paper as confusing the terms “policy” with “standards”.  Such an attack is unwarranted.  While the proponents present an enthusiastic defense of the two-tier concept, they fail to show how the concept aligns with FERC policy.
Specific response to the support position paper is presented below:
Two-Tier firm curtailment is an extension of the FERC approved Weakest Link method

For off-path flows, the Weakest Link method assigns a curtailment priority based on the lowest level of transmission service sold by all TSPs along the path.  The curtailment priorities are the same as the priorities established by FERC in the pro forma Tariff.  The current method recognizes a single curtailment priority for firm transmission service.
While the argument is well written, the proponents fail to establish a viable argument for establishing a second priority for curtailment of firm transmission service in addition to the one established by FERC.  The paper does not actually make a valid case that two-tier is an extension of the Weakest Link method.  
Two-tier firm curtailment is equivalent to the FERC approved WECC Unscheduled Flow Mitigation Plan
The 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.  They might also argue, based on the WECC procedure, that firm and non-firm off-path transactions may be curtailed simultaneously before on-path non-firm transactions are curtailed, which would also conflict with FERC policy. The key provisions of this procedure were approved prior to FERC Order 888 and they also 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.  They also rely heavily on the recent approval of modifications to the WECC standards but fail to acknowledge that the record in that docket fail to show any review of the two-tier curtailment issue or any stated FERC position.
The WECC procedure does treat on-path transactions differently from off-path transactions for a handful of flowgates in the Western Interconnect.  
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 severe curtailment level; only 35% of the Contributing Schedules are curtailed. 
Pro forma OATT

The proponents of the two-tier approach argue that a narrow interpretation of Section 13.6 of the pro forma OATT is not warranted and they suggest that FERC has granted latitude to pursue additional levels of curtailment.  Unfortunately, the proponents are not willing to consider additional citations of FERC’s position in the record, as provided in this paper.  As such, their argument lacks credibility.
Recommended Response
According to NAESB by-laws, the Executive Committee (“EC”) is not empowered to direct the subcommittee to develop standards which conflict with FERC policy.  Therefore, it should recognize these policy concerns and direct the BPS to continue developing the PFV standards that exclude two-tier firm curtailment until such time as permitted to include two-tier firm curtailment practices by the Board. 

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 should be vacated 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.

End notes:
�Expand to include brief explanation of the two-level curtailment priority.





�  Business Practices Subcommittee Motion 14:


Pending Wholesale Electric Quadrant (WEQ) Executive Committee leadership notification, the Business Practices Subcommittee (BPS) co-chairs will forward the final two-tier firm curtailment work paper and associated policy work papers to the NAESB Managing Committee for review and response to the following question. Can the BPS submit the final two-tier firm curtailment work paper and associated policy work papers to FERC staff to obtain feedback regarding whether the two-tier curtailment process conflicts with FERC Policy?





� NAESB by-laws:


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.





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890-A� paragraphs 98-100 (emphasis added):.





98.	TDU Systems request that the Commission explicitly state that assumptions regarding loop flows must be consistent for ATC calculation and planning purposes, within the respective timeframe.  TDU Systems argue that consistency in modeling the effects of those loop flows is necessary to ensure that neighboring transmission systems have accurately calculated ATC not only on their own systems but also on their interfaces with other systems.  TDU Systems also ask that the Commission clarify that the assumptions and data to be used in ATC modeling must include the native load service obligations of LSEs as well as the transmission provider’s native load.  





Commission Determination





99.	The Commission clarifies in response to Entergy that the models used by the transmission provider to calculate ATC, and not actual ATC values, must be benchmarked.  The Commission is concerned with the level of accuracy of the models and, therefore, directed in Order No. 890 that the models be updated and benchmarked to actual events.  If models are not sufficiently accurate, then ATC/AFC calculations will not generate correct results, undermining the benefits of increased consistency and transparency of ATC calculations.  With regard to discrepancies between actual and modeled ATC values, the Commission directed the ERO in Order No. 693 to modify MOD-014-0 through the reliability standards development process to require that actual system events be simulated and, if the model output is not within the accuracy required, the model shall be modified to achieve the necessary accuracy.





100.	We agree with TDU Systems that assumptions regarding loop flows in calculating ATC must be consistent with those used for planning purposes within the respective timeframes.  We also agree that loop flow impact in ATC calculation should not be restricted to the transmission provider’s control area.  Loop flows that occur in the power system must be included in the load flow models that simulate power system conditions. Loop flows affecting ATC calculation should be taken into account consistently by using the same models and assumptions as used for the planning of the system.  With regard to modeling LSE uses of the system, we clarify that each transmission provider must include the native load service obligations of LSEs as well as the transmission provider’s own load in modeling assumptions and data used for ATC calculation.  





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=12249212"�NOI� (Docket RM10-9-000) paragraph 7  7(emphasis added):.


7.	Curtailment priorities are largely set forth in two sections of the Commission’s pro forma OATT.  Section 13.6 of the Commission’s pro forma OATT, entitled Curtailment of Firm Transmission Service, provides that: 


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. . . .  [T]he 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.  . . . . 








� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890� paragraph 928. (emphasis added):





928.	We disagree with TDU Systems’ statement that conditional firm service does not ensure comparability among types of transmission service or between transmission providers and transmission customers.  TDU Systems’ assertion is unsupported by any explanation or examples of how the conditional firm service would degrade comparability.  Nevertheless, we believe the argument is essentially a collateral attack on Order No. 888.  Order No. 888, not this rulemaking, created the distinction between point-to-point transmission service and network integration service.  We did so to recognize the different ways in which transmission providers typically use their system.  The two services are not precisely the same, nor were they intend to be identical.  Nothing in this Final Rule changes these distinctions.  Indeed, we are not changing the relative priorities applicable to firm point-to-point service, network integration service and service to bundled native load.   These services do, and will continue to, share the same priority – the highest priority of firm service on the transmission provider's system.  The only change, as it relates to the conditional firm option, is to allow the customer to elect to have its long-term firm transmission service interrupted under certain defined circumstances.  This does not harm other firm customers.  Indeed, it has precisely the opposite effect: it permits an interruption to maintain firm service to other customers.  Moreover, we find, as indicated above, that conditional firm service is necessary to remedy undue discrimination.





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890� paragraphs 1074-1077 (emphasis added):.





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 non-conditional 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.   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.   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.  





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890� paragraph 1138 (emphasis added):.





1138.	We first address the contention of Transparent Dispatch Advocates that the real-time reliability redispatch obligation of transmission providers must be extended to “non-network transmission customers” to remedy undue discrimination.  We disagree.  In order to remedy undue discrimination, we have made changes to the pro forma OATT to implement a new conditional firm option for point-to-point service and we make changes to the existing planning redispatch obligation.  However, Transparent Dispatch Advocates have failed to show that the unavailability of reliability redispatch for point-to-point transmission customers amounts to undue discrimination.  Order No. 888 provided for reliability redispatch for network customers but not for firm point-to-point customers.   There is a good reason for this distinction.  The pro forma OATT requires network customers to make their generation resources available to the transmission provider to provide reliability redispatch to maintain the reliability of service to both native load and network customers.  There is no corresponding obligation on point-to-point customers to make their generation resources available to provide reliability redispatch.  Therefore, the two services are not comparable in this respect, which is why reliability redispatch service was not required for point-to-point customers.  However, if a reliability problem does arise, any curtailment of firm point-to-point transmission service must be on a nondiscriminatory and pro rata basis with the treatment of network service and native load customers.   The Commission has found that this treatment meets the comparability requirements enunciated in Order No. 888.





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890� paragraph 1620 (emphasis added):.





1620.	In the NOPR, the Commission proposed no changes to the pro forma OATT with respect to curtailment provisions for point-to-point service (set forth in sections 13.6 and 14.7) and network service (set forth in section 33).  These provisions establish the terms and conditions under which a transmission provider may curtail service to maintain reliable operation of the system.  Though several commenters claimed in response to the NOI that the reasons for transmission curtailments are difficult to discern, they did not provide sufficient detail to indicate whether that difficulty is a result of inadequate disclosure regulations, inadequate compliance with those regulations, or some other reason.  Therefore, the Commission sought further comment on whether requiring transmission providers to post additional information would improve transparency and the ability of customers to make use of that information.  The Commission also declined in the NOPR to propose generic penalties for improper transmission curtailments.





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890-A� paragraphs 9734-978. (emphasis added):





7.	Transmission Curtailments





973.	The Commission did not propose in the NOPR, or adopt in Order No. 890, any changes to the terms and conditions under which a transmission provider may curtail service to maintain reliable operation of the grid, as set forth in sections 13.6 and 14.7 for point-to-point service and section 33 for network service.  The Commission did, however, conclude that the posting of additional curtailment information is necessary to provide transparency and allow customers to determine whether they have been treated in the same manner as other transmission system users, including customers of the transmission provider.  Accordingly, the Commission required transmission providers, working through NAESB, to develop a detailed template for the posting of additional information on OASIS regarding firm transmission curtailments, including all circumstances and events contributing to the need for a firm service curtailment, specific services and customers curtailed (including the transmission provider’s own retail loads), and the duration of the curtailment.  





Requests for Rehearing and Clarification





974.	Powerex claims the Commission improperly rejected its request that the pro forma curtailment provisions be modified to provide for pro rata curtailment based on a customer's reserved capacity rather than its scheduled capacity.  Powerex states that the Commission appears to have misunderstood its proposed two-stage curtailment procedure, which was rejected for having the potential to impair reliability since the amount of capacity curtailed using that approach would not address the actual power flows and, therefore, could be less than required to relieve the overloaded facility.  Powerex explains that the proposed two-stage process pertained solely to the timeframe before power is actually flowing.  Powerex further states that pro rata curtailments based on reservation capacity would be made prior to the energy scheduling and tagging deadline (e.g., 20 minutes before the operating hour), that the transmission provider would compare a customer's individual schedule to its reduced/curtailed rights, and, if the customer's scheduled quantities fall within its reduced rights, that schedule would flow uncut.  After calculating the total capacity scheduled following the application of the pro rata curtailment, Powerex proposes that any excess transmission be allocated back on a pro rata basis to transmission customers whose schedules were cut below their reduced rights.  Powerex states that this would in no way affect curtailments to actual power flows.  Powerex suggests that curtailment within the hour, due to the limited time available to affect relief, should continue to be allocated based on actual schedules.





975.	Powerex contends that the Commission mistakenly concluded that Powerex's proposal would adversely impact reliability, arguing that the amount of capacity curtailed under the two-stage process would be no different from the amount of capacity the transmission provider believes is necessary to address the constraint and that the capacity would be more equitably and economically cut according to the transmission customers' reserved quantities rather than the scheduled quantities.  Powerex states that it is not aware of a single commenter that provided any evidence that the above modification would be detrimental in any way to reliability, nor did the Commission provide any evidentiary support for its response.





976.	E.ON U.S. requests clarification of the correct order of curtailments given the addition of conditional firm point-to-point transmission service.  Specifically, E.ON U.S. requests clarification regarding the curtailment priority of the different conditional firm options, i.e., conditions based on an annual number of hours and conditions based on specific system conditions.





Commission Determination





977.	The Commission rejects Powerex’s request to modify the curtailment provisions of the pro forma OATT to provide for pro rata curtailment based on a customer’s reserved capacity rather than its scheduled capacity.  Although Powerex addresses in its request for rehearing the Commission’s initial concern regarding the proposal,  we continue to believe that the proposal would have a potentially adverse impact on reliability.  Powerex’s proposal would greatly increase the complexity of scheduling transactions at or near real-time operations, threatening reliability without providing significant competitive benefits.  Powerex has taken a complex issue and presented it in two simple steps, leaving out the details of how the transmission operators could obtain all the necessary information required to make on-the-spot decisions, perform the analyses to determine whether each schedule flow fully utilizes its respective reservation, reallocate unused reserved capacity, and curtail transactions without impairing reliability.  We thus reject the Powerex’s request for rehearing in this regard.  





978.	In response to E.ON U.S., we reiterate that the Commission adopted a secondary network curtailment priority to apply for the hours or specific conditions when conditional firm service is conditional.  During non-conditional periods, conditional firm service curtailment is treated consistent with curtailment of other long-term firm service.   We reiterate that Order No. 890 did not change the terms and conditions under which a transmission provider may curtail service to maintain reliable operation of the grid or change the priority of curtailment for any type of transmission service.  Rather, conditional firm point-to-point service, as adopted in Order No. 890, fits within the existing curtailment priorities and constructs.





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11758509"�ConocoPhillips Company v. Entergy Services, inc� (Docket EL08-59-000) paragraphs 24-26 (emphasis added):.





24.	Although Entergy’s OATT did not have a specific provision for terminating transactions due to software errors, section 13.6 (Curtailment of Firm Transmission Service) sets forth a procedure for making curtailments for system reliability.   Absent a specific provision addressing software errors, section 13.6 is the appropriate OATT provision to which Entergy and the ICT should have looked for addressing the constraint.





25.	At the time the June and July Transactions were terminated, section 13.6 stated in relevant part:


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.





26.	Relieving the system constraints through termination of reservations in the reverse order that the requests were accepted did not comply with section 13.6, and placed the entire burden of relieving the constraint on ConocoPhillips and the other last-in-queue firm-service customers.  This unduly discriminated between customers even though they were similarly situated, each having confirmed firm service, and such action was unsupported by Entergy’s OATT.








� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=12329763"�Entergy Services, Inc� (Docket ER10-794-000) paragraph 53 (emphasis added):.





53.	Another problem with Entergy’s curtailment approach in its proposed Local Area Procedures is that different firm point-to-point transmission customers taking service under Entergy’s OATT would be subject to the Supplemental TLR Procedures, the Local Area Procedures, or both, and hence curtailed differently.  We find such results to be inconsistent with the pro forma OATT, which requires transmission customers with the same priority and the same contractual paths to be curtailed comparably.  Entergy must ensure that non-interchange and interchange transactions are curtailed in a comparable, non-discriminatory manner.








� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=11259718"�Order 890� paragraphs 61426., 615, 618, 620-626 (emphasis added): 





614.	PJM asserts that it is unduly preferential for a non-RTO/ISO utility to take advantage of the benefits of the organized markets of a bordering RTO/ISO without any obligation to bear any of the costs of administering those markets.  PJM contends that it is unduly discriminatory and an impediment to the development of competitive markets to permit a non-RTO/ISO utility adjacent to an RTO/ISO’s organized, transparent markets to accept the benefits of those markets and the regional transmission planning process that sustains them, while the same utility relies on non-market-based congestion management and limits the access of its competitors, including those who are members of the relevant RTO/ISO, to its dispatch sequence and wholesale prices within its service area.  PJM asks the Commission to declare that it would not be unduly discriminatory for an RTO/ISO to include in its tariff a provision that makes an external system operator’s access to those markets contingent on the external operator providing reciprocal access to its dispatch and planning functions for RTO/ISO members, as well as access to the external system’s real-time marginal system cost information.





615.	Transparent Dispatch Advocates propose on reply that the Commission require the industry to develop inter-control area coordination agreements to provide for reciprocal redispatch to alleviate constraints at specified border flowgates.  Transparent Dispatch Advocates argue that redispatch over a larger area provides transmission providers more options to extract the full efficiency of their systems by allowing import/export transactions and intra-control area flows to continue that would otherwise be curtailed by providing redispatch of generation across a border at a lower cost than would result had the transaction been curtailed.  Transparent Dispatch Advocates further propose that the Commission establish principles in the Final Rule to guide the development of these coordination agreements and require filing of the agreements within 12 months of the issuance of the Final Rule.  Transparent Dispatch Advocates suggest that technical conferences may need to be scheduled to address any utility specific issues that arise.





618.	Southern argues on reply that there is no legal basis for claims that a lack of open dispatch results in undue discrimination.  Southern states that the entities at issue are not similarly situated and that open dispatch concerns resource procurement, an area beyond the scope of the Commission’s jurisdiction.  Southern further argues that the open dispatch remedy proposed by PJM and others would require radical restructuring and market reforms that are unfounded, lack a legal basis and would result in political discord.  Southern states that open dispatch would violate FPA section 217 by threatening the ability of LSEs to maintain access to transmission rights to serve native load.  In its reply comments, Entergy states that the open dispatch proposal should be rejected because it is unnecessary to ensure open access transmission service, is contrary to the Congressional intent in passing EPAct 2005, exceeds the scope of the Commission’s jurisdiction by overriding state jurisdiction over sales to retail customers, and would result in opposition that will delay other reforms and distract the Commission with divisive litigation.





620.	Entergy cites the approval of the ICT proposal as ample evidence that the incremental approach proposed in the NOPR is a better means of improving clarity, transparency and improvements in dispatch efficiency than the Transparent Dispatch Advocates and PJM seek to mandate.  Entergy states that the arguments posed by PJM and Chandley-Hogan do not target remedying discrimination or ensuring comparability, but rather focus on what they believe are mechanisms for more efficient use of the grid.  Overall, Entergy does not support any changes to the basic nature of the services available under the pro forma OATT or the development of real-time markets to ensure comparable access.





621.	In its reply comments, Sacramento disagrees with PJM’s claims that TLRs are a discriminatory substitute for real-time redispatch and PJM’s proposal to eliminate such use of TLRs in favor of an expanded redispatch obligation.  Sacramento argues that firm customers under the pro forma OATT do not expect TLRs, while those in Day 2 RTOs expect that generation will be redispatched.  Sacramento adds that TLRs affect all loads, but that the nature of firm physical rights service is that it will not be interrupted except in very narrow defined circumstances.





622.	Southern argues that customers selling between RTO and non-RTO systems are treated equally since part of the transaction is under an LMP treatment and the other part is under OATT treatment.  In response to PJM’s allegations that loop flows are unduly discriminatory to its customers, Southern states that loop flows are unavoidable consequences of integrating electrical systems and that PJM itself imposes loop flows on non-RTO systems, the effects of which are not compensated by PJM.  If PJM believes that entities are free-riding on its system or manipulating its system, Southern argues that PJM could seek to increase market participation charges or file a complaint with the Commission.  Sacramento agrees that this rulemaking is the wrong forum for resolving seams issues given the stated scope of the NOPR.  Sacramento adds that border utilities do not “free ride” on RTO markets because these markets impose significant costs on border entities.  Sacramento also disagrees that open redispatch would resolve loop flow problems and suggests other mechanism for addressing loop flow.  Finally, Sacramento states that TLRs are an Eastern Interconnection process that, although rare, occur in RTOs and non-RTO areas.





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.   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.





� �HYPERLINK "http://elibrary.ferc.gov/idmws/common/OpenNat.asp?fileID=3402056"�49 FERC P 61377�  (emphasis added):





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.
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