EPSA COMMENTS IN RESPONSE TO 

RECOMMENDATION ON WEQ ANNUAL PLAN ITEM 2.b.iv.1-3
EPSA submits the following comments with respect to the Recommendation on WEQ Annual Plan Item 2.b.iv.1-3 that no further action be taken with respect to TRM.  These comments are being offered in the context of the current version of NERC standard MOD-008-1 on TRM (posted for comment on April 16th) and similar comments will also be filed with NERC.  Our comments are based also on Order 890 Paragraph 207 which states in part:
The purpose of increasing the consistency and transparency (emphasis added) of ATC calculations is to reduce the potential for undue discrimination in the provision of transmission service, specifically by reducing the opportunity for transmission providers to exercise excessive discretion. We find that the amount of discretion in the existing ATC calculation methodologies gives transmission providers the ability and opportunity to unduly discriminate against third parties. In order to minimize this discretion, the Final Rule requires that all ATC components (i.e., TTC, ETC, CBM, and TRM) and certain data inputs, data exchange, and assumptions be consistent and that the number of industry-wide ATC calculation formulas be few in number, transparent and produce equivalent results.

Assuming that the current draft of NERC MOD-008-1 is ultimately approved by the NERC Board and that this recommendation from the NAESB subcommittee is adopted, the industry would have completed its work on TRM.  EPSA cannot agree that the mandate given by FERC to NERC and to NAESB has been carried out with respect to TRM.

This conclusion does not arise solely from NAESB’s actions.  However, part of the work in implementing the relevant sections of Order 890/890A involves coordination between NAESB and NERC.  Therefore if the standards as a whole fall short of expectations, it is incumbent on both parties to take appropriate actions.
Specifically, with regard to TRM, EPSA accepts that in calculating ATC, Transmission operators need a margin, which is deducted from TTC, ATC or AFC as appropriate, to allow for uncertainties in forecast conditions and thus to insure that Transmission Service is not oversold.  As it represents an allowance for uncertainties, it is recognized that TRM is based on assumptions about future conditions and is in general, determined probabilistically. 
However, based on the proposed actions of the two standards development organizations, in order to meet FERC’s Order to “increas[e] the consistency and transparency of ATC calculations” and to “reduc[e] the opportunity for transmission providers to exercise excessive discretion” the industry has provided standards that:

· Require Transmission Operators to only identify various elements if they are used in establishing (as opposed to calculating which was in an earlier draft of the NERC standard) TRM.  (NERC MOD-001-1 Requirement 1.1).

· At no point in the standard however, is any direction provided on how the Transmission Operators determine whether or not to use the various components or, if used, how values are to be established.  
· Make no provision for monitoring or reporting on utilization of TRM

· Make no provision for benchmarking from season to season or year to year whether the values utilized in establishing TRM were or remain appropriate.

These standards therefore impose only a minimal requirement for transparency and no requirement for consistency in establishing TRM and no requirement to monitor its usage to verify that assumed values are appropriate.  
The current NERC and NAESB standards on TRM are reminiscent of the previous NERC standard on ATC which was developed in response to Order 888.  It required only that Transmission Operators document their methodology for calculating ATC, much like other fill-in-the-blank standards.  Clearly in approving Order 890 and more particularly in Order 693 where they declined to approve other industry fill-in-the-blank standards, FERC has determined that such a standard is insufficient.  Yet, with respect to TRM, the industry, through NERC and NAESB, seems prepared to submit standards to FERC that demonstrate that very little progress has been made.

