ENTERGY COMMENTS

IDC GRANULARITY (CONGESTION MANAGEMENT) 
OPTIONS 3 AND 3A
Issues and Concerns:

Options 3 and 3A are new TLR processes being suggested to replace, in whole or in part, the existing Eastern Interconnection-wide TLR process. This new TLR process for congestion management is based on re-dispatch to be coordinated by the Reliability Coordinator and passing on those costs to the transmission providers or balancing authorities based on the impact caused by transactions of those entities.  While this concept may be relatively easy to implement in the RTO environment with balancing markets, this will impose serious burden and problems to the entities operating in a non-RTO environment.  The following is a list of issues and concerns that these options will have to deal with:
· Re-dispatch would take place regardless of the transmission service provided and normal constraints on the system, therefore, assigning costs to the transactions and loads that are causing the constraints will be problematic.  Separation of re-dispatch costs for serving the native load in an area and those caused by the transactions through the area and outside areas will be problematic. 
· There will be re-dispatch costs assigned to the transmission service to loads and transactions over a transmission system for the congestion on external systems.  This is a significant shift from the current operating philosophy as the Native Loads and Transactions are assessed additional costs for congestion on outside systems that will require Transmission Customers to assume the risk of unknown costs that may be very high.  
· Point to Point Transmission Customers will be subjected to uncertain generation re-dispatch costs in addition to the transmission service charges.

· Extensive changes to the OATT will be required to be filed by Transmission Providers and approved by FERC.  This will also require changes to the existing service agreements so that the existing customers (NITS and PTP) can be charged the additional re-dispatch costs.

· Customers may choose to curtail their transactions and not pay congestion costs above certain threshold, which will make real-time calculations, monitoring and record keeping of re-dispatch costs very cumbersome and complex.  This will also result in either spreading the re-dispatch costs to the remaining transactions or under recovery of the re-dispatch costs, if only pre-determined costs can be assigned on the basis of actual transaction. 
· Balancing Authorities in Option 3 and Transmission Providers in Option 3A may not be able to recover entire re-dispatch costs that they are required to pay to the Reliability Coordinators or Generators leaving them with the deficit and they may have to absorb these re-dispatch costs.

· Generators will have to make their costs and generation data available to the Reliability Coordinator who will post it for general public.  Generator data is considered to be market sensitive, and there will a good deal of resistance from generation operators in posting this information.
· If re-dispatch costs are assigned to Transactions in Option 3A regardless of the priority of service, these may be difficult to implement as the non-firm customers may like to curtail their transactions and not pay for the re-dispatch costs.  In case the transactions are curtailed, this may change the re-dispatch required and the associated re-dispatch costs.

· Credits (the form of which are not defined) are proposed to the counter flow impacts of the transactions which can result in payment of more than the transmission service charge that those customers will pay resulting in payment to those customers for using the transmission service.  This will result in assigning higher re-dispatch costs to those customers who are causing the congestion as credits will be added to the actual re-dispatch costs.

· In the Option 3A case the TRR calculations include impact flows down to 0% shift factors; theoretically every transaction will be assigned either a re-dispatch cost or credit for counter flow.  This can result in unreal and uncertain transmission service charges for any transaction. 
· Charging re-dispatch costs in addition to the transmission service rate based on embedded transmission costs is an “and” price concept and may not be acceptable to FERC and transmission customers.

· Re-dispatch costs estimated in real time and re-dispatch costs based on after the fact actual costs can be significantly different.  If the actual costs are lower, customers will ask for credit, if these are higher, customers will not be willing to pay as this will cut into their profit margin on which they actually transacted business.
· The data requirement for calculation of re-dispatch costs and assigning these to the Transmission Providers or Balancing Authorities will be extensive including the real time loadings of transmission systems, generation levels including unit commitments, transactions and reservations.  Providing this data to the centralized Congestion Management system will result in costs to the Transmission Owners and Transmission Providers.  It is uncertain how these costs will be recovered.

· The cost to develop and implement the Congestion Management System based on Option 3 or 3A will be very expensive and it is unknown who and how these costs will be recovered.  NERC/NAESB should perform a cost/benefit analysis of Options 3 and 3A before the Request for Proposal is finalized. 

· The Reliability Coordinator is a reliability entity, not a market entity, and this proposal places the Reliability Coordinator in the middle of market operations. The burden of calculating redispatch and its costs should be placed on the market operator or resource dispatchers.

· It appears the Eastern Interconnection, and maybe WECC and ERCOT, will be paying for a new Congestion Management program that will be used by market operators like PJM, MISO, NY-ISO, and ISO-NE. 

· Options 3 and 3A are skeletons of a new TLR process for which many details have not been defined. It may not be possible to develop a reasonable cost estimate based on this vague proposal. 

Summary/Recommendations
Based on the above list of issues and concerns, it appears that the benefit of implementing Option 3 or 3A for any entity will be very limited.  In addition, it will require additional expenses and impose higher risks of non-recovery of re-dispatch costs from customers.  
Options 3, 3A and 2 constitute development of a new congestion management process. Entergy Recommends that NERC/NAESB should stop working on this new Congestion Management Process that has not been announced to the industry. If a new congestion management process is needed, NAESB/NERC should follow the NAESB Business Practices development process and the NERC SAR process to openly engage the electric industry to develop a new process.  Only after the new Congestion Management Standard or Business Practices are approved  by the industry should NERC/NAESB seek quotations for implementation of the approved Standards.   

Entergy strongly recommends that NERC or NAESB should perform a cost benefit analysis of any proposal before it is implemented. 
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