Concern about Unauthorized Development of Policy
Submitted by Alan Pritchard, Duke Energy
I have expressed concern multiple times in our NAESB WEQ BPS meetings that I fear that in the work underway on Parallel Flow Visualization we are attempting to develop policy without direction from the NAESB Board.

I don’t know if it is an intentional or inadvertent change in the question in recent meetings, but the original concern was not “Does it require a change in the tariff?” but “Does it attempt to change policy?”  We need keep the focus on the latter because that is the issue that is addressed in the NAESB by-laws (see item 1 in the email posted for the Dec 1&2 meeting). The question is not even whether FERC staff would like for us to make a recommendation…the question is whether it is making policy.  A mere reading of the tariff doesn’t equate to understanding FERC policies.  That’s why we take time in subcommittees to review ordering language. This is not really a question of whether or not the changes would be better.  If subcommittees are permitted to change FERC policy, then the subcommittees will have an open season to attack anything.  NAESB becomes a policy forum, not a forum for developing industry supported practices to implement FERC policies.  

I believe the proposed two-tiered approaches which are under development attack FERC’s policies on at least three planes; 1) there is an attempt to create a policy that is inconsistent with FERC’s expectation that loop flow impacts be incorporated in both system planning and ATC/AFC calculations , 2) there is an attempt to create two levels of pro-rata curtailment of Firm service, and 3) the allocation methodology causes some on-path firm schedules (not loop flows) to be curtailed prior to other on-path firm schedules.  In item 1, the attempt to relegate all loop flows from TPs without seams agreements to an inferior class with respect to firm curtailment is a willful denial of the actual operational characteristics of the Eastern Interconnect system and is inconsistent with FERC’s expectation expressed in Order 890 (citation shown below).  In items 2 and 3, there are numerous references which suggest that FERC expects there to be a single priority for curtailment of firm (citations are also attached). 

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.
 

Here are some excerpts from FERC Orders/NOI which shed some light on what appears to be FERC’s policy that all Firm is to be curtailed on a pro-rata basis and that consideration of loop flows should be included in ATC/AFC calculations.  In addition to the quoted excerpts, I’ve included hyperlinks to all referenced FERC materials.

In the Order 890-A paragraphs 98-100, FERC says that ATC calculations are to include consideration of loop flows.

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.  

In the NOI (Docket RM10-9-000), FERC provided the following language, which says that OATT Sections 13.6 and 14.7 are to be interpreted as curtailment priorities.

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.  . . . . 

8.
Section 14.7 of the Commission’s pro forma OATT, entitled Curtailment or Interruption of Service, provides that:

The Transmission Provider reserves the right to Curtail, in whole or in part, Non-Firm Point-To-Point Transmission Service provided under the Tariff for reliability reasons . . . .  Transmission Provider may elect to implement such Curtailments pursuant to the Transmission Loading Relief procedures specified in Attachment J.  The Transmission Provider reserves the right to Interrupt, in whole or in part, Non-Firm Point-To-Point Transmission Service provided under the Tariff for economic reasons in order to accommodate (1) a request for Firm Transmission Service, (2) a request for Non-Firm Point-To-Point Transmission Service of greater duration, (3) a request for Non-Firm Point-To-Point Transmission Service of equal duration with a higher price, (4) transmission service for Network Customers from non-designated resources, or (5) transmission service for Firm Point-to-Point Transmission Service during conditional curtailment periods . . . .  Where required, Curtailments or Interruptions will be made on a non-discriminatory basis to the transaction(s) that effectively relieve the constraint, however, Non-Firm Point-To-Point Transmission Service shall be subordinate to Firm Transmission Service.  . . .  Transmission service for Network Customers from resources other than designated Network Resources will have a higher priority than any Non-Firm Point-To-Point Transmission Service under the Tariff.  
In the Order 890 paragraph 928, FERC refers to Firm Service as a single priority.

These services do, and will continue to, share the same priority – the highest priority of firm service on the transmission provider's system.  
In the Order 890 paragraph 1138, FERC says that curtailments of Network and PTP must be done on a nondiscriminatory and pro-rata basis.

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. 

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).  

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.  
In the Order 890-A paragraphs 974-978, FERC addresses Conditional Curtailment and says that when it is non-conditional, it is treated like all other long-term firm service.

During non-conditional periods, conditional firm service curtailment is treated consistent with curtailment of other long-term firm service.
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.

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

27. 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.

� We also note that, had Entergy and the ICT been uncertain as to how to proceed, they could have sought guidance from the Commission’s Enforcement Hotline.  See          18 C.F.R. § 1b.21 (2008).
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