Larry,

I'll try to dial in.

If I can't, here are the thoughts that I've distilled from Joel's and my

discussions:

1.) We're not sure if we 100% understand option 3.  It would be a good idea to

have a presentation on it from the IDCGTF (in person, not over the phone).  It

would also be good if some examples were drawn up to illustrate more clearly how

different kinds of customers could react to different scenarios.

2.) From a reliability perspective, I don't think there are any major concerns.

There is some question as to how to deal with ensuring that redispatch doesn't

show up as scheduling error in your ACE, but it sounds like Joel came up with a

decent suggestion how to handle that (adding a term to the ACE equation to

handle "RC directed schedule to/from the Interconnection."

3.) From a business practice perspective, there is significant concern.  There

are two primary concerns:

   a.) For people who don't want to pay for congestion, how are they incented to

self curtail?  How do they get advance notice of the charges they are facing?

   b.) For those who do want to pay for congestion, how do you allocate the

costs fairly?  Do you focus on impact?  Transmission service priority?  A

combination of the two (like the IDC does today)?  Something else?

4.) From an implementation stand point, I think there will be lots of questions,

but they will depend a lot on the resolution of the things in item 3.

MORE DETAILED THOUGHTS ON ITEM 3

I.) Is it OK to decouple transmission service from congestion?  It looks like

this proposal would work great with "network access service" from SMD, but that

is not a reality.  Realistically, we still have Point to Point, and unless it is

going away, you can't treat the congestion from a network service point of view.

If you still have point to point, how can you charge for congestion that may not

be related to a point-to-point flow?  I think we recognize that the proposal

addresses hubbing concerns, but will it do so in a way that doesn't violate the

reality or the perception of the Pro Forma tariff?  Is Pro Forma expected to

change as part of this?  

II.) I (personally) think we might be able to mitigate this a little if we

calculated IRR and ERR on a per-generator basis or something with better

granularity that "by BA."  If you just to it by BA, people who want to

self-curtail won't be able to reduce their own cost directly; they have to do it

indirectly (and diluted), since the settlement happens at a BA level.  If you

focused on it with more granularity, is should result in much more accurate

allocation of costs.  Of course, it could be that I don't understand the

proposal correctly. 

III.) We'd have to figure out the periodicity for calculating and settling IRR,

ERR, and congestion costs.  I assume you'd have to do intra-hour calcs and bill

on an integrated basis, so that you would capture the impact of someone

self-curtailing.  

Those are what I've taken away from the discussion.  Joel, what else?

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Larry J Kezele [mailto:Larry.Kezele@nerc.net] 

Sent: Friday, April 08, 2005 12:04 PM

To: rodria@pjm.com; JJDISON@southernco.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; JYBUSBIN@southernco.com; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

Joel and Andy:

I really appreciate the dialogue you have been having, but I find it very

unfortunate that you will not be able to participate in Monday's meeting to

further expand on your thoughts with the entire Subcommittee.  In light of that

could I impose on one of you to concisely state in a Word document the

following:

Issues/Concerns/Questions with implementation of Option 3.  I would hope this

list could be broken down into business practices, reliability standards, and

implementation.  If you see potential resolution of some of the identified

issues, etc. please include that as well.

Such a document could go a long way in responding to potential vendor questions,

and help us develop the RFI.  As a living document, I think this document could

be useful developing the business case.

Thanks,

Larry

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com]

Sent: Thursday, April 07, 2005 4:49 PM

To: JJDISON@southernco.com; rodria@pjm.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; Larry J Kezele; JYBUSBIN@southernco.com;

jpierce@midwestiso.org; nsaini@entergy.com; keyork@tva.gov;

vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

Right.  Did you have any thought to doing this on a GPE/LSE basis?

I'm thinking something like this:

A BA is a net exporter of 100MW.  That results in some calculation of ERR for

the BA.  

However, each merchant or LSE within the BA also has a ERR calculated.  So if

you had (for example) 2 IPPs and one LSE that owned generation, then you'd

weight the allocation of BA-ERR based on the nets of the market participants.

You'd pro-rate it based on the IPPs total generation versus the LSEs excess

generation.  Make sense?  SO if you balanced your generation to your load, you

wouldn't be exposed to any charges (except for IRR, which I don't think you can

escape except by taking a hit in ERR somewhere else).  

Yeah, I know it doesn't deal with priorities, but just think about it for a

minute.  It might serve as a starting point.  We could probably figure out a way

to roll priority in there somehow.  Big question is - can you manage priority

based on service at the generator/load rather than at the wheels?  This would

effectively mean that "through" transactions get a free ride from a "firmness"

perspective (e.g., a TVA F-7;SOCO NS-1, Entergy F-7 would be treated as Firm all

the way through - at least I think it would, since you'd assign responsibility

based on the source or sink service).

Also, if you did it on a PSE basis, it would be easy to tell each PSE what their

ERR/IRR exposure was up front, so they could decide what they wanted to do.

They might not know their dollar exposure, but they would have an idea of the

magnitude.  Maybe you could give them a ratio of their ERR to the ERR of the

rest of the interconnection?   

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Dison, Joel [mailto:JJDISON@southernco.com] 

Sent: Thursday, April 07, 2005 4:36 PM

To: rodria@pjm.com; csmangum@tva.gov; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

By the way, this is excellent philosophical discussion, but we need to

figure out what to do with it with respect to Option 3.

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: Dison, Joel 

Sent: Thursday, April 07, 2005 3:33 PM

To: 'rodria@pjm.com'; csmangum@tva.gov; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov;

mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

I don't disagree with anything you said, just have a different

conclusion from the facts.  I do not reach the conclusion that our task

is the change policy. In fact, I would stay that it is NOT to change

policy.  My conclusion is that our job is to try to make redispatch work

within policy.  I don't mind challenging assumptions, but some of what

you are suggesting (in my opinion) goes beyond challenging assumptions

into challenging policy itself.  It would be my opinion that since FERC

does not address parallel flow, interpretation of policy with respect to

parallel flow must be managed and interpreted within the context of what

we do have - which is contract path and pro-rata priorities.  We can

make this work, but it will have to be within that context.

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com] 

Sent: Thursday, April 07, 2005 3:27 PM

To: Dison, Joel; rodria@pjm.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; Larry.Kezele@nerc.net; Busbin, James Y.;

jpierce@midwestiso.org; nsaini@entergy.com; keyork@tva.gov;

vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

I may be wrong, but I don't think FERC has ever come out and said that

service

sold on one party's system carries the same priority on other parties'

systems

if parallel path impacts are involved.  Right?  I think it would be more

accurate to say that it is currently treated as if parallel flows don't

happen.

Otherwise, wouldn't FERC have made AFC coordination a requirement?  The

only

thing I know of that says anything close to that is the TLR process

itself, and

it says (based on a rule the ORS developed) that you default to the

lowest

service on the transaction.  

But the point is that we have a bunch of simple rules written on top of

a very

complex system (or an engineer would probably say a lot of complex rules

on top

of a very simple system).  Either way, there is a large disconnect

between the

way power is bought, transported, and sold and the way it is generated,

flows,

and is consumed.  That gap is what TLR tries to bridge, and what Option

3 tries

to do better.  My guess is that before we move forward, we are going to

be

forced to challenge many of our basic assumptions (much as the

functional model

group had to do).     

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Dison, Joel [mailto:JJDISON@southernco.com] 

Sent: Thursday, April 07, 2005 4:13 PM

To: rodria@pjm.com; csmangum@tva.gov; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov;

mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

A customer will tell you that if he has scheduled FIRM from source to

sink then "yes" he has the right to flow from source to sink regardless

of where it flows - at least with the same priority as every other firm

customer.  Whether we like it or not, that IS the system that FERC has

set up.  They would have to re-write the tariff to move away from that.

Contract path is NOT the way electrons flow.  I'm an electrical engineer

and understand that very well.  But contract path AND their associated

rights have been granted by FERC.  If you consider that "status quo",

then ok, but until FERC changes that, status quo must be (not preserved,

but) considered.

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com] 

Sent: Thursday, April 07, 2005 3:07 PM

To: Dison, Joel; rodria@pjm.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; Larry.Kezele@nerc.net; Busbin, James Y.;

jpierce@midwestiso.org; nsaini@entergy.com; keyork@tva.gov;

vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

Sorry Joel - I was just trying to explain how I understand the proposal.

Actually working up a "real" powerflow example would take too much time

(and in

my case, too much skill <grin>).  I did put caveats that I was making

simplifying assumptions, so I wasn't trying to mislead anyone with the

"rosy

picture." 

I don't think I necessarily agree 100% with your concept of "rights."

Does a

Firm TVA to Entergy transaction really have a "right" to flow on a Firm

basis

across the SoCo system?   I think this proposal tries to get away from

the

concept of path-based scheduling (since it doesn't really work from a

reliability standpoint) and focus on getting effective results in an

timely and

efficient manner.  It remains to be seen whether we can figure out how

to do

that well.  It may be that people are unwilling to get away from that

concept.

Finally, while I hear what you are saying about preserving the status

quo, I

think the status quo is based on some flawed assumptions - namely, that

electrons flow in a contract-path based manner.  That may work for gas

molecules, but in power, its always been a (increasingly less)

convenient

fiction.  If we can get away from that concept, I think it will help

immensely

in addressing these kinds of problems.  

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Dison, Joel [mailto:JJDISON@southernco.com] 

Sent: Thursday, April 07, 2005 3:44 PM

To: rodria@pjm.com; csmangum@tva.gov; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov;

mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

As my previous note pointed out, your net flow assignments are way too

arbitrary and still don't recognize "rights".

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com] 

Sent: Thursday, April 07, 2005 2:37 PM

To: Dison, Joel; rodria@pjm.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; Larry.Kezele@nerc.net; Busbin, James Y.;

jpierce@midwestiso.org; nsaini@entergy.com; keyork@tva.gov;

vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

I don't know if this will help anyone or not, but I put together an

little

example that illustrates the way I think that Option 3 is intended to

work.  For

simplicity's sake, it assumes that there distribution factors are

basically

100%, but I think it illustrates the concept.  

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Dison, Joel [mailto:JJDISON@southernco.com] 

Sent: Thursday, April 07, 2005 2:01 PM

To: rodria@pjm.com; csmangum@tva.gov; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov;

mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

OK. We're making progress. Let's see if we can make more. The numbering

is not working... So just jumping in...

You are describing ERR a little differently than I understood it.  My

understanding was that if Generator A needs to back down 20 MW, that

would be a -20MW ERR for that BA.  You are describing ERR as something

more like "the % each BA is contributing to the flows on the constrained

facility". The RA would move generation as needed and assign costs to

those BAs on some basis (pro-rata based on ERR?).  There's the problem.

I would argue that there's only one way you can accurately calculate ERR

in this way - knowing the impact that the import or export transactions

have on the constrained facility.  Hate to say it, but I think we're

still back to knowing the impacts of individual transactions, but let's

find out.  What I hear you saying is that I will not look at that, but

instead just look at my net import/export versus the flows on the rest

of the system.  I'd have to think that over but I think I still need to

know individual transaction. The reason is because I am still struggling

to know how simply knowing that TVA has a net export enables you to

calculate ANYTHING associated with this east-west flowgate. I still have

to know where it is going, which means I have to arbitrarily assign it

to somebody who is importing. So I look at the interface and see TVA as

a net exporter and Southern as a net importer and theoretically create a

source-sink flow that has an impact on the constraint.  Sounds a bit

arbitrary to me.  What if I have 5 different BAs exporting and 8

different BAs importing?  Which generation is flowing which load? How

can you possibly say generation from BA 1 is going to load in BA 13 or

for that matter any other combination? I think I would argue that any

method you came up with would be in direct conflict with commercial

realities.  To me it is not about contract path, it is about contracts

period.  Contract path is a scheduling phenomenon.  However, what it

does is identify the ultimate source and the ultimate sink for a

particular transaction and the priority of transmission service used for

that transaction.  That is not arbitrary at all.  In fact, it is

definitive. Real contracts and real tariffs were utilized that result in

commercial rights, obligations, and priorities - which cannot be

ignored. Furthermore, all other things being equal, generation actually

incremented at the source, load actually consumed at the sink, and this

combination have a definitive impact on the constrained flowgate in

question.  The fact that other transactions may have existed that

electrically cancelled out this one does not change the fact that it

existed and needs to be dealt with... It is "The Box".

Nevertheless, I'll recognize that others may have figured this out and

will think outside "The Box" for now and take it on faith - but this

will have to be proven to me before I can buy into it.  Taking it on

faith that you can accurately, fairly, and without violation of tariff

rules now calculate ERR without knowing individual transactions,  I'll

think through your example... TVA sells to AMRN who sells to SOCO. We

didn't discuss priorities of each transaction, but I'll hold off on that

for a minute - but only a minute.  On a net basis prior to the

constraint, TVA is incrementing generation and Southern is decrementing

generation.  Per your admission, there's no net impact to the

constrained flowgate. Under today's TLR, if we assume the TVA to AMRN

transaction is nonfirm, it would probably get curtailed. You then

further presumed that AMRN would self-curtail the sale to SOCO for

economic reasons.  The net result is that TVA decrements generation and

Southern increments generation, which means there is no relief achieved

on the constraint.  The TLR had no effect and so the RA must dig deeper

into TLR has to find someone else to curtail - perhaps they would even

have to curtail another firm east to west transaction. On the other

hand, if AMRN does not self-curtail for any reason, then proper relief

on the flowgate is achieved.  So, in my opinion, priorities can make a

difference.

Under your version of ERR, neither TVA, AMRN, nor SOCO would have any

ERR for this constraint because the net imports and exports caused no

flow impacts on the constrained facility.  Because they had no ERR, they

receive no allocation of dispatch costs. Generators are moved up in AMRN

and down in TVA. The correct relief is achieved.  Good so far. Who

received the allocation of costs? Obviously, someone had a positive

contribution (i.e. a positive ERR) and presumably that someone would get

the allocation of costs.  I could be OK with that, except that we

haven't considered transmission priorities.  What if, as indicated

above, that "other" transaction was firm and these two transactions were

nonfirm.  The allocation of costs went to the wrong customer.  The firm

transaction had the "right" to be there.  The non-firm did not. The way

you have calculated ERR, firm and non-firm are treated the same and IF

you have counter flow transaction, you are actually firmer than firm

because you never show up. The first part is a problem because of "The

Box". Firm and non-firm must be distinguished. I think I have a problem

with the counter flow argument as well when I consider that they may be

arranged by different entities.  I think I could be OK if AMRN arranged

a transaction and then arranged a counter flow transaction to "protect"

the original. However, why should AMRN get its purchase from TVA

protected just because a totally unaffiliated IPP in AMRN is

simultaneously selling to SOCO? These inequities have to be remedied for

this to work.  

So. In my opinion, I've considered what you have said and are not

convinced the transactions and their priorities are not important.  On

the other hand, I think we can make this work if we properly include

everything, including the box.  Under this version, each transaction on

the grid results in the receiving BA getting assigned an ERR

contribution based upon the transactions contribution to the constraint

(given its source). In this ongoing example, AMRN has an ERR due to its

TVA-AMRN transaction. Southern actually has a negative ERR due to its

AMRN-SOCO transaction, but that is not really relevant.  Then of course,

to stay consistent with above, we must assume another unrelated east to

west transaction exists - its sink having an appropriate ERR.  To

relieve the constraint, generation is incremented in AMRN and decreased

in TVA at a cost.  Now... Who gets the cost?  It is all about net impact

and priority.  Whichever transaction had the lowest priority should bear

the burden of the cost. In this implementation, ERR must be calculated

in terms of priority to make this happen.

Of course... Given I have trouble living by faith that you can assign

ERR without considering transactions and given that I don't see how it

works in an equitable manner even if you could, then it seems you MUST

consider transactional impact.  If so, its seems to me the easier way to

do this is to simply calculate ERR on a per transaction basis to begin

with.

I think this is enough to think about for a while.

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com] 

Sent: Thursday, April 07, 2005 11:08 AM

To: Dison, Joel; rodria@pjm.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; Larry.Kezele@nerc.net; Busbin, James Y.;

jpierce@midwestiso.org; nsaini@entergy.com; keyork@tva.gov;

vjcrockett@tva.gov; mddesselle@aep.com

Cc: dkirby@naesb.org; epcox@aep.com

Subject: RE: Option 3 Brainstorming

1.) I like your idea of just adding a "congestion relief" term to the

ACE

equation - it would mitigate the issue of having to coordinate a

schedule with

your neighbor.  

2.) I agree - while the high benefit/cost (smile) may appear to be great

based

on a pure energy-cost basis, those savings might be eclipsed with the

implementation and administration of a complex expensive system.  I

think if we

can do it cheaper than we do today, we should come out ahead.   But I

think a

study is going to be the way to figure out the answer.  

3.) This is the fun one.  

First, I don't think ERR is the amount of relief you have to provide.  I

think

it is more accurate to say it is used to measure your percentage of

contribution

to the constraint. In other words, there only may be 20MW of relief

needed - not

200MW.  The concept (at least as I understand it) is that the RC would

figure

out the best 2 or more generators (lets assume 2) to move to provide

that

relief.  He would order that move, and there would be a difference in

cost

between the generators:

Generator A backed down 20MW of $30 power

Generator B ramped up 20MW of $50 power

(20MW * 30$/MW) - (20MW * 50$/MW) = $400

Then, everyone's ERRs and IRRs are used to prorate the cost.  So assume

there's

another guy with an ERR of 200 also.  Each of you would have a 50%

obligation of

that $400, so you'd each pay $200.  Does that make sense?  I don't think

it

really changes your arguments that much, but I wanted to make sure we

understand

how it is supposed to work (if I'm wrong, someone please speak up).

Now, regarding the issue of who's transaction are hurting the

flowgate... I'm

not really sure what the answer is here.  The Option 3 proposal (I

think) tries

to eliminate this direct linkage with transactions, since there is

really no

guarantee that the contract path flow of dollars matches the flow of

electrons.

E.g., even if I have a TVA to SOCO tag, how much of the electricity is

really

sinking in SOCO, versus some of it going to SOCO, some of being replaced

by

internal generation and flowing out to other parts of the country.  I

think the

only way you can truly guarantee where the energy is going is if a BA

only has

generation or only has load.  Anywhere you have both, I think its kind

of a

shell game. Option 3 seems to mitigate this by saying "we only care

where your

electrons are really flowing, not where you paid for them to flow."   

As an example, assume an East to West flowgate in TVA.  There's a

transaction

from TVA to Ameren that impacts that flowgate.  The transaction is cut.

Theoretically, what should happen is TVA ramps down and Ameren ramps up,

providing relief.  But what happens if Ameren also has a transaction

from Ameren

to SoCo?  Ameren self curtails because the economics of their portfolio

are gone

with the loss of the TVA power, so they decide they need to serve their

own

load.  SoCo ramps up to replace the missing energy, and effectively, you

curtailed a TVA to SoCo transaction, which has minimal impact on the

constraint.

All that said, I'm still not sure how we address this.  It's a

fundamental

change in philosophy.  Instead of thinking of the grid on a contract

path basis,

you think about it as an entire system.  Once you take that step, I'm

not sure

how you unwind to get back to the point-to-point type of world.

With regard to "billing the right customer," I think the intent here is

that a

BA that keeps their system in balance would have no ERR.  If they have

IRR, then

they have to pay the costs associated with it (do you tend to agree with

that?).

Also, remember the ERR and IRR are net numbers.  So if a BA always has

problems

with a particular interface, they can import/export to reduce their

exposure

(i.e., if when balanced they have a high ERR, they can reduce the ERR by

moving

themselves out of balance).  

But if someone is serving their own load with their own generation,

there is no

ERR cost.  If the load is being served by imports, then the imports have

a

potential cost of congestion.  The "blame" if you will is based on the

fact that

they chose to import rather than to self-balance.  So do you agree that

allocating a cost the BA is appropriate (given that further allocation

within

the BA will have to occur through the TSP)?

If you agree to both of these concepts, then the real issue we have to

solve is

how does a TSP allocate congestion costs to its customers to ensure that

those

providing "bad ERR" are changed, but those providing "good ERR" are not.

Correct?

4.) I agree with you here, you can't just tell someone at the end of the

month

that they incurred all these congestion costs.  You'd have to have some

way to

tell them in real -time, so they could self curtail if they wanted.

Maybe the

system has to support the concept of "up to" congestion pricing.  The

problem is

that if you want to give people the ability to self-curtail in real

time,

there's no way to give the price signal before you start charging.  This

may

dictate that hourly business can't have an "up to" number, and only be 0

or

unlimited, rather than a specific price.   

I haven't forgotten your comments on priority, but I'd like to get your

thoughts

on these items before we start digging in that too deeply.

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Dison, Joel [mailto:JJDISON@southernco.com] 

Sent: Thursday, April 07, 2005 11:21 AM

To: rodria@pjm.com; csmangum@tva.gov; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@entergy.com; keyork@tva.gov; vjcrockett@tva.gov;

mddesselle@aep.com

Cc: Kirby, DeDe; epcox@aep.com

Subject: RE: Option 3 Brainstorming

Andy,

First, I'm not (necessarily) trying to stop this, just point out all the

issues. I'm not fundamentally opposed to the concept of what we are

trying to do, but having worked intimately on SeTrans for nearly 2

years, I can assure you that the political realities will not be easily

overcome. Do not underestimate them. Second, you know me well enough to

know that being confined in "the box" has never been an issue for me.

I'm claustrophobic - at least from the perspective of strategic

thinking. However, no matter how much we think "outside the box", we

still have to consider "THE" box. It is still there and not likely to go

away any time soon.  Third, (and for me perhaps the most important one

today) I really need to make sure others understand my perspective on

this because there is a very good chance I will not be at the meeting in

Houston next week.  This is not an exploder and NAESB is not keeping

these emails, so I'm really concerned we might lose these thoughts if we

are not careful.  In act, I'm copying DeDe on this for safekeeping if

you don't mind.  DeDe, could you please keep up with this thread so it

can be part of the deliberations?  You have to start at the bottom and

work upward to get the sequence of the discussion.

With that said, let's continue the discussion.

1) My original point had to do with understanding the IRR vs. ERR and,

in particular, how the ERR would affect ACE. The ACE equation has

components for frequency and scheduled interchange.  To move generation

(up or down) within a BA would put ACE into imbalance.  If the RA

directly moved generation without consideration of the ACE equation, the

BA would see his ACE equation go into imbalance and make appropriate

adjustments to bring ACE back into balance.  This would essentially

negate what the RA is trying to do and ultimately would exacerbate the

problem.  In my opinion, the RA MUST work through the BA and the BA must

have a way to adjust ACE for the amount of the redispatch. I can think

of only 3 ways to do that. (A) Give an exception (as you mentioned) so

that the BA is not "gigged" for being out compliance (I don't think that

is a good idea because it would be hard to keep up with and cumbersome

to implement) (B) Change scheduled interchange in proportion with the

amount of redispatch, which would require the adjacent balancing

authority to also change scheduled interchange (which would also be a

problem because it would move generation in the opposite direction in

that BA - which may not help the problem - in other words, you really

need a source-since schedule adjustment with a contiguous set of BAs in

between also adjusting appropriately - you could find this contiguous

path, but now the redispatch starts to look more like an MRD

transaction), or perhaps the most promising (C) add a 3rd component to

the ACE equation for congestion management.

ACE = Is-Ia + B(Fs-Fa) + C

Of all the options, I like (C) the best.  It would also be the

equivalent of "skip scheduling" (i.e. source-sink BA scheduling) between

the BA for the INC generators and the BA for the DEC generators.

2) I'm happy we agree that we're billing customers, not the BA.

However, do not assume the benefit/cost will be high (actually, if you

look, you said the cost/benefit would be high... That's bad - smile).

Until we know the details of how it will be implemented, we will not

know the cost.  A benefit/cost study of some sort would definitely need

to be commissioned.  On the other hand, I agree that relative to what we

allow today because of redispatch, a significant number of additional

transactions can be allowed at a relatively low redispatch cost - if it

does not cost too much to administer.

3) The issue of transmission priority will be more difficult to overcome

than you think.  A fundamental tenet of how our industry works is that

those who pay for the grid get first call on the use of the grid without

costs being imposed on them by "johnny come latelies" (i.e. opportunity

usage).  Even with the most progressive of SMD implementations, this

tenet still holds true through the implementation of FTRs.  Since it is

not likely that we will implement FTRs, we will have to take

transmission service priorities into account (unless someone else can

think of another way of doing it).  Even with your suggestion below, I

don't think you can simply charge all non-firm transactions without

consideration as to which of those transactions actually impacted the

affected flowgate - and by how much (see example below).  Another

fundamental tenet is that those who cause increases in costs should bear

the burden of those costs.  As proposed, I'm not sure we are staying

true to this doctrine, which is really the heart of my concerns.

Let's walk through an example for two reasons.. First to make sure I

understand and second to explain my point so we can figure out a way to

overcome it.  Consider a BA with 3 export transactions: #1 is for 300MW

and is nonfirm hourly.  #2 is for 200MW and is nonfirm monthly.  #3 is

150MW and is firm.  We haven't specified where they are going, so assume

for a moment we have no idea whether these transactions impact the

affected flowgate or not. I make this assumption because my

understanding is that the Proposed Option 3 is supposed to be

indifferent to the specifics of individual transactions. Assume the BA

gets an ERR of -200MW (lower net exports by 200MW) and assume we figure

out how to handle the ACE issue. Also assume no IRR relief was required.

First of all, I'd like to know how the RA knew to ask this particular BA

to move 200MW.  Was this simply the best generation to move to relieve

the constraint? For now, I'll assume that economics dictated a reduction

of 200MW from this BA with an increase of 200MW somewhere else in the

interconnect.  So the BA reduces net exports. We can identify the cost

associated with the increase in generation from the other BA and we can

identify that this BA reduced generation.  According to this proposal,

the BA now gets this cost responsibility.  Who is he going to charge

that cost to - the 3 non-firm transactions?  The load in the region?

Why?  There's no justification whatsoever for charging the load in the

region because we already determined there was no IRR requirement.

Likewise, we have no idea whether the export transactions even remotely

caused the congestion so under what justification would you change them.

Even if we decided to do that, which one would you charge to?  The

non-firm hourly? Nonfirm monthly? Firm?  What if the non-firm hourly had

zero impact on the constrained facility? What if the firm transaction

had a direct negative impact on the constrained facility and the 2

nonfirm transactions actually provided counter flow on the constrained

facility? What about transactions in other BAs that may have even

greater impact on the constraint than these 3? Shouldn't they also bear

some of the redispatch costs? The only reason other BAs would not get an

ERR is because this implementation would say it was not the most

economical or technically efficient way of relieving the constraint.  So

why should the customers in this BA bear the cost of this redispatch?

Remember, this is NOT an LMP model.  That means asking a generator to

decrement does not mean that generator (or related loads) should bear

the cost of the redispatch.  Under LMP, all the localized price signals

are in place and the right financial tools and hedges are in place to

make sure the right people get allocated the right costs. That is not

the case here. CLEARLY, the right economic decision was made regarding

the relief of the constraint. That is not in dispute. However, we are

absolutely making the wrong decision about how to allocate the costs

associated with the redispatch. Well, absolutely may be too strong...

I'll temper that statement to say "assuming this is how the proposal is

intended to work we are making the wrong decision"...  Anyway, bottom

line is that I would STRONGLY OPPOSE any implementation that didn't

properly allocate the costs to the right customers.  If we can figure

out how to take these redispatch costs and allocate them appropriately,

I will be more comfortable, but I honestly don't see how that can be

done without knowing how each transaction impacted the constraint.  It

could be done "after the fact" through some billing process, but that

would introduce even more problems as noted in 4 below.  I am open to

another paradigm being introduced, but right now I'm not seeing one that

even remotely has the possibility of being equitable.

4) I think you misunderstood my point. My point is mainly about ex-post

facto charges.  In this case really, really ex-post - like "end of the

month post".  What if I do a deal that only has a $2 margin and then get

an after the fact bill that is the equivalent of $5 of redispatch?  At

that redispatch cost, I would have never done the deal!  Each customer

must have the option of being the master of their own destiny. In my

opinion, this is non-negotiable. This cannot happen without the proper

information.  You simply cannot charge a customer congestion cost after

the fact unless there is a real-time indication of what those costs

might be so that a proper business decision can be made.  We can discuss

what form it is in, whether it is a binding number or estimate, etc.,

but not having something that is of sufficient quality to make a

business decision is not acceptable.  Speaking of that business

decision... Or rather speaking to your point that self-curtailment is

not possible with Option 3 because you never really know which

generators need to be moved - you are actually making my points from

above. The ability to make a business decision to self curtail is also a

fundamental tenet of organized financial markets as well as bi-lateral

markets.  How can we deny that ability? However, you are correct in that

the possibility exists under Option 3 as proposed that a customer gets

charged congestion who is actually helping relieve the constraint. That

is just flat wrong.  If you do it... And if he self-curtails as a result

of seeing increased costs, it will make the constraint worse.  That

means we are providing the wrong signal to the wrong customers, which is

not the right idea here. At some point, you have to know how individual

transactions impacts the constrained facility.  With that information,

proper price signals can be sent, proper risk management decisions on

the part of the customer can be made, and proper cost allocation

decisions can be made as well.

Please do not get me wrong.  I do not think Option 3 is un-workable.

However, some of the folks working on this do not have the same

political restrictions that others of us have. Therefore, some of the

potential solutions that seem intuitively obvious to you may seem

completely un-workable to others.  I am hoping that with a better

understanding of those political realities, we can work together to

devise a solution that can be implemented.

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com] 

Sent: Wednesday, April 06, 2005 5:12 PM

To: JJDISON@southernco.com; rodria@pjm.com; csmangum@tva.gov;

steven.dayney@xcelenergy.com; Larry.Kezele@nerc.net;

JYBUSBIN@southernco.com;

jpierce@midwestiso.org; nsaini@energ.com; keyork@tva.gov;

vjcrockett@tva.gov;

mddesselle@aep.com

Subject: RE: Option 3 Brainstorming

Joel,

I'm sorry if I didn't preface this well enough, so I'll do it now.  :-)

In the

meeting we had in Houston, we had agreed that we would talk through

these issues

and try to identify some solutions.  I know you think it is presumptuous

and no

one has the right to suggest this, but I think we have to get past that

and see

if there is a way to make it work.  People can (and do) easily argue

that no

provider has any right to sell service that impacts anybody else's area.

That

is obviously impossible unless we want to start talking about replacing

AC ties

with DC ties, which would also solve this issue, but I'm guessing people

don't

want to really go that way either.  So we have to try to figure out an

answer

that can meet everyone's concerns.  Right now, this is the

recommendation coming

from the some of NERC's best and brightest.  Let's see if we can find

solutions

to the issues you describe.  

1.) I'm not 100% sure I understand your issue 1, so let me say what I

think you

are saying.  IRR is internal dispatch impacts (my gen to my load).  ERR

is my

imports form the Interconnection or Exports to the Interconnection (my

gen to

everybody or everybody to my load - I assume we'd have to ensure that

the

aggregates used the appropriate values, so only generator surplus would

go to

serve "short" BAs). What I THINK you are saying is that if someone

wanted to

reduce their ERR, they wouldn't necessarily be able to do it unless they

had

source-to-sink schedules.  Otherwise, it is anybody's guess as to what

generators really move.  Is that correct?  

I think this is the reason that the RC's would direct generation moves

themselves.  This decoupling allows them to move the most effective

generators

without being bound by the tags.  I agree with you, there is a problem

with

figuring out how redispatch across non-adjacent BAs would occur (since

the

neighbor would never be aware of the schedule change, it would look like

scheduling error).  Maybe we could make a business practice that the RC

has to

move generation pairs in adjacent BAs?  I'm not sure whether a

redispatch like

this would require transmission service or not.  Or, we could suggest

that this

is somehow exempted from CPS criteria as an "emergency action?"

2.) I agree 100% with you on the TSP vs. BA issue. I think that has to

go

through the transmission providers OATT.  When I said "bill the BA" I

meant the

LSE - sorry about that.  I agree this will not be a trivial undertaking,

but if

this process was championed by the FERC and became a part of Pro Forma,

a lot of

people would have to come into compliance.  I'm not advocating that -

just

pointing out that there are ways it can be made to happen even if we

don't

really want it.  I'm guessing that the cost/benefit to consumers would

be quite

high.   You know as well as I do how many hundreds of megawatts worth of

economy

energy get cut during a single hour of TLR - multiply as assumed $1 of

savings

per MWH times those hundreds of megawatts, and then compare that to the

cost of

redispatching a couple generators, and I think lights will start going

off in

people's heads.  So what is the way to make this happen?  Can we start

(or

recommend to NERC/NAESB that they commission) an analysis of the cost

vs.

benefit?  

3.) I think some of this was covered above, but another item to discuss

is your

concept of transmission priority.  Just because Pro Forma has that

concept now

doesn't mean it always will in the future.  Despite the lack of success

that's

been had moving everyone to SMD, I don't know that the current Pro Forma

and the

concept of multiple service priorities is a sacred cow to FERC.  The

proposal

also does not necessarily specify that Pro Forma priority must be

followed.  But

assuming it is, I think the concept of ERR kind of makes it moot.  You

aren't

evaluated on a source/sink basis - you are evaluated (if I understand it

right,

anyway) on a "to or from the interconnection" basis.  As such, I don't

know that

there is a direct tie to the kind of PTP you bought.  In other words,

transmission priority may just be used as a way to allocate redispatch

costs

(i.e., depending on the level of "Emergency Loading Level" or whatever

we call

it - maybe in a level 3, ALL non firm customers pay, and in a level 5,

ALL

customers pay).  I think we need to try to think outside the box a

little here

(of course recognizing that the further we get form the box, the harder

this

will be to sell).

4.) Given what I now understand about ERR, I'm not sure a customer can

self

curtail.  To you point, how will he know what generator will REALLY ramp

up?

His self curtailment might result in exacerbating the problem.  However,

the

concept of ERR and IRR may address this somewhat, since the ERR/IRR will

become

higher the closer someone is to the congestion.  Maybe if a customer

elects to

self-curtail, they are required to resupply from a specific part of the

interconnection OR simply pay the charge?  Also, maybe the customer can

dispute

charges, and if he has a documented source-to-sink transaction that

DOESN'T hurt

the constraint, he isn't assessed a charge and others are?  Point is,

this could

happen in the settlement process after the fact, rather than real-time

in the

middle of the event.

Like I said, I don't disagree that this is not a trivial matter (too

many

negatives - in other words, you're right, this won't be easy).  But

given that

this is the direction the NERC community is wanting to explore, let's

give it

our best shot to see what we can come up with.  If we try and end up

thinking

that ultimately it is unworkable, that will have to be our response back

to

NERC.  But I would hope we can at least come up with some ideas.    

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957

-----Original Message-----

From: Dison, Joel [mailto:JJDISON@southernco.com] 

Sent: Wednesday, April 06, 2005 4:16 PM
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nsaini@energ.com; York, Katherine E.; Crockett, Valerie J.;

mddesselle@aep.com

Subject: RE: Option 3 Brainstorming

Andy,

I am not certain your thoughts accurately reflect all of the concerns.

There are additional concerns that need to be discussed as well.  I feel

very strongly about these concerns.

1. I am still not certain I fully understand "internal" vs. "external".

My assumption is that "internal" represents internal dispatch patterns

for native load (for non-RTO markets, this would be network dispatch to

network service - for RTO markets, this would be the market dispatch).

Similarly, my assumption is that "external" represents dispatch patterns

"into" or "out of" the balancing authority. I suspect that an "external"

adjustment under this premise means either increasing or decreasing ACE

appropriately - according to the ACE equation, you MUST

increase/decrease the actual interchange schedule or else violate NERC

criteria.  Keep in mind, we have not implemented the Interchange

Authority and have not implemented Source-Sink scheduling, so we are

still scheduling between adjacent Bas.  Therefore, this means the actual

interchange schedule and the sum of transactions no longer match.  That

is an issue and will be more of an issue later...

2. Relief responsibility may be assigned to a particular BA, but it is

not the BA that gets billed those costs.  A BA is not a transmission

customer, it is simply a NERC function.  BAs manage the ACE equation for

the generators, loads, and transmission customers in their region under

the umbrella of the transmission provider's rules (that may be a market

or it may be a Pro-Forma tariff). Therefore, it is not balancing

authorities that are responsible for these costs, it is the transmission

customers in their.  Those transmission customers may be network service

customers (assuming "internal" relief responsibility as defined above)

or point to point transmission service customers (assuming "external"

relief responsibility as defined above).  As such, TPs should not be

billing Balancing Authorities, they will be billing their customers and

the tariff changes should be to ensure they can bill their customers for

those costs. We can not be so presumptuous as to think these tariff

changes will be trivial.  Without them, Option 3 is not possible.

Furthermore, there are a number of other issues that get introduced

whenever you talk about one TP or BA billing another TP or BA, none the

least of which is creditworthiness.  If you think this is a trivial

issue, you should get involved in the IIPTF effort and see how

significant it really is.

3. Because the responsibility for these costs are determined by tariff,

those tariffs must be used to allocate those costs. Here is the 1st

major problem with Option 3 as currently represented. The Pro Forma

tariff establishes priorities for the transactions scheduled under its

terms and conditions based upon the level of service established.  Those

priorities require curtailment or supercession of lower priority service

in favor of higher priority service under constrained conditions.

Option 3 replaces "curtailment" with "redispatch cost".  At its basic

level, I have no fundamental problem with that concept. Fundamentally,

"curtailment priority" can theoretically be replaced with "allocation of

redispatch costs". However, the transmission provider must still

recognize the levels of service priority as required by the tariff.  For

example, a FIRM transmission customer should not have redispatch costs

imposed upon him that would not have been imposed upon him (and here are

the key words) BUT FOR the existence of the non-firm customers.

Furthermore, NO customer should have to incur redispatch costs if that

customer's transaction had no impact on the constrained facility (By the

way, we're getting real close to FTR land here). On a physical basis,

this is not so trivial a question to answer and is, in fact, impossible

without knowing (a) the MW of relief required by the BA (i.e. not just a

cost assignment, but also the MW relief associated with that cost) and

(b) the impact that each individual transaction has on the constrained

facility.  Essentially, this means Option 3 is implementing an

interconnect-wide redispatch that still requires the financial

equivalent of TLR (although a very simplified application of it) to be

calculated by transmission providers operating under the Pro-Forma

tariff.  Regardless, this further requires interconnect-wide information

to which the transmission providers will not have availability except if

administered on a grid-wide basis.  

4. From a customer's perspective, you have no right to impose costs upon

me without providing some indication of what those costs are in enough

advance that I can make appropriate commercial decisions (such as

self-curtailment). To be so presumptuous as to state that customers will

always want to pay redispatch costs is unacceptable. That is

non-negotiable and I'm fairly certain FERC will be on my side with that

one. I would argue that good customer service would suggest you give the

option of having that curtailment happen automatically at a

pre-determined price, but let's not get philosophical and leave that up

to the transmission providers to decide.  Nevertheless, there must be

some mechanism that provides a real-time indication of redispatch costs

DOWN TO the transaction level.  The grid wide procedure does not

necessarily have to do this (although I would argue it should so that

customers know it is all being done consistently), but the procedure at

least has to provide enough information so that the transmission

providers can do it themselves.

Mechanically, I have no doubts we can do this.  Fundamentally, I think

it is a good idea.  The biggest problem I have is the mandatory nature

of the proposal and its implications as outlined above.  I simply do not

believe we can put ourselves at arms length to the transactional level

information and be (politically) successful at getting this implemented.

Joel Dison, Regulatory Affairs and Energy Policy

Southern Company Generation

Tel: 205-257-6481 Cell: 205-283-8559

-----Original Message-----

From: rodria@pjm.com [mailto:rodria@pjm.com] 

Sent: Wednesday, April 06, 2005 2:09 PM

To: csmangum@tva.gov; Dison, Joel; steven.dayney@xcelenergy.com;

Larry.Kezele@nerc.net; Busbin, James Y.; jpierce@midwestiso.org;

nsaini@energ.com

Subject: Option 3 Brainstorming

All,

I wanted to send this mail out to start the ball rolling on discussing

option 3.

Here's the way I understand the proposal:

1.)
Every BA will have some sort of "index" determined for how much

they are

impacting every flowgate.  That index will be split into two parts - an

"External" impact and an "Internal" impact.  These will be used to

determine the

responsibility for providing relief on a particular constraint.  

2.)
Unlike TLR, where individual transactions are curtailed, this

process

focuses instead on moving the most effective generators, regardless of

their

location, to control the constraint.

3.)
When these generators are moved, costs will be incurred.  Those

costs

will be shared by all the entities with an impact on the constrained

facility.

The costs will be distributed based on the impact indexes.

4.)
The document doesn't explicitly state this, but it is my

expectation

that all transmission providers would actually be the ones collecting

and

distributing these costs.  In other words, tariffs would need to be

modified to

1.) allow a TP to be billed by another TP, 2.) allow a TP to pay a

generator,

and 3.) allow a TP to bill it's member BAs for redispatch costs. 

5.)
The assumption here seems to be that the generators being moved

will be

so much more effective than curtailing transactions, that marketers who

would

have normally been curtailed will be happy to instead pay a portion of

the cost

for a generator to redispatch.  

The argument/question that many people raised had to do with this last

premise.

As I read it, here are the concerns:

1.)
Some people may want to have their transactions curtailed,

rather than

pay for a generator to move.  For example, a transaction with a very low

margin

but a significant impact on the facility might incur a significant cost

to

relieve their share of the congestion on the facility, not only

eliminating the

merchant's profit but actually creating losses.  This is the primary

concern.

2.)
Some people, through regulation, may not be able to pay/be paid

for

redispatching.  Alternatively, they may simply not want to participate.

This

needs to be dealt with, and is probably a close second.  Is

participation

mandatory or not?  If not, how do non-participants ask for relief from

the rest

of the interconnection?

3.)
There is a general question as to how costs/prices for

redispatch would

be determined.  This is probably a third place issue, and will have to

be

determined somehow.  Cost-based?  Market-based?

I may be wrong, but I think everyone agrees with the conceptual

mechanics of the

proposal.  Does this seem to match everyone's general thoughts?  Has

anyone had

any additional thoughts since we last met?

Andy Rodriquez

PJM Interconnection

rodria@pjm.com

O: (610) 635-3438 

M: (484) 467-9957
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