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MEAG Power is a member of SERC and appreciates this opportunity to comment on this proposal.

In the future please consider numbering the paragraphs (or at least the pages) in documents where you are soliciting industry comments.

Under the “Pros” for option 3A the follow two bullets appear:

· More cost effective for the overall Eastern Interconnection

· Improved economic efficiencies

Comments on the foregoing are as follows:

Are there any studies supporting these claims?  If so, please distribute them.

Absent a study, it is not self-evident that there are benefits that would anywhere approach the significant costs incurred by the market participants and the transmission providers to implement this new paradigm.  For transmission providers Option 3A costs appear to include extensive legal costs (to modify tariffs and contracts), new or substantial modifications to software (OASIS, tagging, scheduling, and billing software) and training for employees.  PSEs will face additional legal costs, need to modify their software systems and staff will need additional training.  Generator owners will have to provide real-time generation information (e.g. available capacity, minimum output levels, current output, ramp rates, start-up time given current unit status, etc.).  Some generators will have to develop bidding strategies, acquire or develop bid submission software and obtain FERC approval for their bids.  Furthermore, it will be surprising if some market participants do not demand additional market monitoring to review these “TLR” bids.  Are generators that are currently staffed on a seasonal basis expected to submit bids and be ready to commence cold start-up in a matter of minutes if called upon to do so?  If so, then this will result in substantial additional costs to generator owners.

While MEAG Power doubts there are any net benefits to Option 3A if all the costs are fully recognized, one thing is certain -- the benefits of a new approach to TLRs, such as Option 3A, will accrue overwhelmingly to those in regions of the country that do not build adequate transmission capacity and choose instead to manage congestion using TLRs.  Therefore, MEAG Power expects no material benefits since its Reliability Coordinator (“RC”), SoCo, has only called a grand total of seven TLRs since 1998.

MEAG Power has spent heavily to construct transmission facilities (e.g., total transmission line investment is up more than 20% from 2002 to 2004) which alleviate potential overloads that may cause or aggravate TLRs.  The above TLR data suggests that other transmission owners in this vicinity are also doing likewise.  Perhaps those in other regions of the eastern interconnection should consider constructing transmission facilities rather than burdening the rest of the interconnection with a new TLR paradigm.  This appears to be an instance where accommodation should be made for regional differences.  A thorough cost-benefit study would indicate which regions, or groups of regions, are likely to benefit from a new TLR paradigm and these regions could be allowed to implement Option 3A (at their expense).

Finally, proposals, such as Option 3A, would appear to place NERC in the role of attempting to optimize generator redispatch during TLRs and, in effect, “brokering” electricity transactions.  This is not the proper role of NERC.  MEAG Power is not aware of instances where the current TLR approach has failed to provide transmission line loading relief when properly used.  Conceding that the market participants’ responses to TLRs are economically suboptimal, it is not NERC’s place to optimize the eastern interconnection when there is no evidence that this is necessary to maintain grid reliability.

Elsewhere in the discussion of Option 3A it is stated,

“This new calculation (TRR) will include impact flows down to 0% shift factor.”

Comments on the foregoing are as follows:

Consider that if shift factors down to 0% are used in the TLR redispatch, then each time an error is discovered in NERC’s new Option 3A TLR software the potential exists to have to redo the cost settlement for all market participants, transmission providers and balancing authorities in the eastern interconnection.  Likewise, every time FERC mitigates a jurisdictional generator’s bid an interconnection-wide resettlement of costs will have to take place.  In addition, the computer systems that do wide area settlement calculations are very expensive to develop and maintain as those in RTOs can attest.

When a market participant disputes the “TLR component” of a transmission provider’s invoice, the transmission provider will direct questions to their RC and these questions will ultimately go to NERC’s TLR staff for resolution.  Option 3A has the potential to involve the RCs and NERC staff in costly litigation (a portion of which would be billed back to MEAG Power in the form of higher SERC dues and higher prices for RC services).  It would only be a matter of time before NERC staff is subpoenaed by market participants dissatisfied with their share of these TLR costs.  Finally, NERC will need to keep extensive archives of all the redispatch bids and the all the versions of their TLR software if it is to defend itself in the event of litigation.

Can NERC assure the industry that the data it receives (e.g., generators’ unit capability, ramp rates, bids, etc.) can be kept confidential if a market participant contests its share of the TLR redispatch costs?  If not, then the industry needs to be informed that the confidentiality of their bids and other data may become public.

As an instrumentality of the state of Georgia, MEAG Power’s rates are not subject to FERC jurisdiction.  There are many such “non-jurisdictional” generator owners in the eastern interconnection.  What does NERC/NAESB expect to occur when a market participant challenges or refuses to pay amounts based on incremental or decremental bids from non-jurisdictional generator owners?

Under the “Pros” for option 3A the follow bullet appears:

· Improved equity

Comments on the foregoing are as follows:

How is it equitable to burden transmission providers who routinely manage congestion without using TLRs, with a costly new TLR system?

If the authors wish to implement Option 3A and attach such a moniker, then consider exempting those transmission providers, balancing authorities, and generators that seldom resort to TLRs.  Or collect the full administrative costs of Option 3A (including the money spent by transmission providers to implement the new TLR system) through a fee assessed directly to each TLR.  A charge of $10,000 per TLR would send a price signal to over-stressed transmission systems without imposing all the costs and burdens of collecting generator bids and undertaking a centralized redispatch of the entire eastern interconnection.

The portion of the paper labeled “Examples” conveys nothing.
Comments of the examples section are as follows:

This section states that there was a TVA-initiated TLR on 4/11/05 and a MISO-initiated TLR on 4/25/05.  Neither of these is an example.  If you wish to present an example, then please recount what happened as a result of these TLRs (most of us do not know) and compare it to what would have been different under Option 3A.  Also, consider using these two “examples” to show the economic benefits of Option 3A, specifically, estimate the value of the benefits would have accrued if Option 3A was used to address these two TLRs.

Under the “Pros” for option 3A the follow bullet appears:

· Redispatch costs provide market signal for potential system improvements.

Comments on the foregoing are as follows:

Without any Option 3A price signals, MEAG Power (and it appears other neighboring transmission systems) figured out when we needed to invest in our transmission system (and where to site generation) to avoid transmission line overloads.

Furthermore, redispatch costs should be determined by institutions which have rate setting expertise and clear due process rights including judicial review (e.g., FERC, PSCs) not by a reliability council that is accountable only to an independent Board of Trustees.

A heading “Voluntary Curtailments” appears just ahead of the heading “Examples”.

Comments on the foregoing are as follows:

There is no text following the heading.  What is this section intended to convey?

If you have questions regarding these comments please contract:

Danny Dees

Manager of Transmission Strategic Planning

MEAG Power

1470 Riveredge Parkway, NW

Atlanta, GA 30328-4686

Email: ddees@meagpower.org

770-563-0566

� The Southern Subregion serves about 8% of the peak load in the eastern interconnection and its RC has called 0.1% of the TLRs in the eastern interconnection.  According to the data posted on the NERC website on June 1, 2005, (� HYPERLINK "ftp://www.nerc.com/pub/sys/all_updl/oc/scs/logs/trends.htm" ��ftp://www.nerc.com/pub/sys/all_updl/oc/scs/logs/trends.htm�) the RCs that adjoin MEAG Power -- TVA, FRCC and VACAR-south -- have called 254, one and six TLRs, respectively, out of an eastern interconnection cumulative total of 6199 TLRs.  These four RCs together cover approximately 25% of the peak demand of the eastern interconnection and have called about 4% of the TLRs.
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