Comments Submitted by B. Green, EPSA

EPSA COMMENTS ON:

WEQ 2008 ANNUAL PLAN ITEM 2(a)(i)(2), CONDITIONAL FIRM BUSINESS PRACTICE STANDARDS
EPSA offers the following comments on the above-referenced NAESB Business Practice Standard.  We commend the subcommittee for much of the difficult work it has done to produce a standard that in many respects fairly defines a product that will benefit the market.

However there are, in our opinion, two fundamental flaws that make this standard as drafted, unacceptable.  In assessing this standard, and the two flaws that are detailed below, it is important to keep in mind that the customer for this product has, by definition, requested firm point to point service and is, in all likelihood, paying the same price as firm service.  The customer is however, receiving the conditional firm product, a “quasi-firm service”, only because the requested firm point to point service is unavailable.  
The two fundamental flaws, which in EPSA’s opinion, should be addressed relate to:
1. A deficiency in the near real time information readily available to the customer, by which the customer can make an on-going assessment of how vulnerable his quasi-firm service is to being downgraded to non-firm and potentially cut together with other non-firm customers.  Such information can be critical to allow the transmission customer to make rational commercial decisions in supplying his/her power and energy customers and meeting the contractual obligations.

2. Limitations on the resale rights of conditional firm customers 

Transparency of Information:
To address the first issue above, it would be necessary to add to the standard, a requirement that TPs post additional information on OASIS.  The information that should be provided is an identification in near-real time (proposals in the subcommittee allowed for delays to allow operators to deal with any real time reliability-related issues on a priority basis), of the occurrence of any conditions that could result in the reduction of the Conditional Firm customers’ curtailment priority.  A hypothetical scenario is that a particular TP might have 5 conditional firm contracts in place with 8 different conditions that apply to some or all of the contracts.  Each individual contract might have 2 or 3 or 4 of these 8 conditions that apply to it.  The required posting would be information that any of the 8 system conditions have occurred.  This would allow a customer that has, for example, 3 applicable conditions in his contract to know when one or two of those conditions have occurred so that the customer can assess the contractual obligations and determine whether or not alternative arrangements are appropriate to manage the risk inherent in these commercial circumstances.  This will not require the TP to process any additional information as the TP would have to be aware of when such conditions have occurred in order for it to implement the contract.  This would require an incremental posting of information, not otherwise available to Transmission Customers thus enhancing transparency.  However, such transparency is necessary for proper non-discriminatory delivery of the contracted service and should be part of the standard.  
The subcommittee discussed this idea and language to incorporate it into the standard was proposed in the following motion, which failed on a tie vote.  The language of the motion was:

“Information will be posted on OASIS that documents when any specific individual applicable system condition in any CCO Reservation is in effect. Such postings shall be made as soon as practicable but not later than 3 hours after the TP becomes aware of the occurrence of the conditions.” 

Based on earlier drafts of the standard, the following language could be used to capture this approach:

The Transmission Provider will post on OASIS, information to indicate when any system condition contained within any CCO Reservation that is subject to the System-Conditions Criteria, is in effect which may, alone or in combination with other identified conditions, result in the reduced curtailment priority (that is to non-firm status). Such posting will be made as soon as practicable but not later than 3 hours after the TP becomes aware of the occurrence of the condition.”

Limitations on resales:
The second issue represents a limitation on the service imposed by the subcommittee for, in our opinion, no valid reason.  The customer has requested and is paying for firm service, yet is receiving an inferior service due to limited availability.  The subcommittee, however deemed it appropriate to arbitrarily impose additional limitations on the service, further distinguishing it from the firm service requested.  FERC has ordered that Conditional Firm service be provided in order to maximize utilization of the transmission grid when “around the clock” firm service is not available.  The line/interface under contract is therefore, by definition, one that is heavily utilized at least on some occasions and therefore of high value to the market.  Why, when a customer has purchased such a service and then determined that there is a period of time in which it is surplus to its needs, should the resale of that service be precluded, preventing another transmission customer from taking advantage of it?  Such resales could further enhance utilization of the grid and efficiency of the market, rather than allowing the capability to go unutilized or unscheduled and then sold as non-firm in the appropriate timeframe.  
In its recent Order 676-C, FERC has addressed resales associated with Conditional Firm Service and has stated in par 59 that:

As the Commission explained in Order No. 890-A, and reiterates above, the reassignment of transmission capacity results in the reseller obtaining the right to schedule the reserved capacity during the period of the reassignment consistent with the original customer’s reservation.  This applies equally to long-term firm point-to-point service using the conditional firm option adopted in Order No. 890.  We conclude that the NAESB standards adequately address resales of conditional firm transactions.  WEQ-001-11.1 makes clear that confirmation of a resale “shall also convey any outstanding conditions that may exist on the Parent Reservation (such as conditional approval pursuant to section 13.2(ii) of the OATT).”   

Further the question was raised at the subcommittee as to whether all resales of Conditional Firm service would constitute non-conforming uses that would require separate filings at FERC.  However, Order 676-C also addresses that question by allowing for a blanket service agreement to deal with resales of Conditional Firm Service.  At paragraph 61, FERC states:
The Commission finds no reason to reject the industry’s decision to permit a transmission provider to develop a blanket service agreement for resales of conditional firm service.  Order No. 890 required only that an original conditional firm service contract would be nonconforming in every case, and thus, would be required to be filed with the Commission for approval.  However, we see no reason to prohibit the use of a blanket service agreement for the resale of conditional firm service, since the resale only provides the right to schedule service consistent with the original transmission customer’s reservation, which will be on file with the Commission.  We agree with NAESB that the development of a blanket agreement for resales is beneficial because it will help encourage and expedite the processing of resales. 
Additional Issues:
The standard as drafted, includes one other shortcoming that needs to be addressed, although EPSA agrees with the majority of the subcommittee, that this need not hold up approval of the standard.  The FERC Order specifies that Conditional Firm customers must be given priority to new firm capability that comes available.  The proposed standard addresses how this is to be done when short term firm capability becomes available.  However, dealing with new long term firm capability was considered to be more complex.  EPSA agreed with the recommendation of the subcommittee that solving this problem could be separated from the current work and be subject to a separate request for a standard to be submitted by the subcommittee using NAESB’s normal procedures.  EPSA would urge the Executive Committee however, to assign this work back to the subcommittee with a high priority, to be done immediately following the other Order 890 implementation work.  

EPSA has one additional comment, referring to section 001-n.1.6.  A marked up version of the section is cited below.  The intent of the changes is to clarify that when short term firm capability becomes available, all existing CCO reservations whose reduced curtailment priority could be alleviated by use of this short term capability must be returned to firm priority level prior to that capability being offered to other customers.  The current draft standard contemplates only a single CCO Reservation being potentially impacted and reinstated to firm curtailment priority.  
If short term firm capability becomes available that would alleviate the constraint(s) associated with some a CCO Reservations, the Transmission Provider shall ensure that the all such CCO Reservations is are not subject to curtailment at the Conditional Curtailment Priority Level prior to offering that capability for Short-Term Firm Point-to-Point Transmission Service to other Transmission Customers.

