Use of Flowgate Allocation Prioritization Method

When PJM expanded its market to include ComEd in May 2004 and AEP/DPL in October 2004, it replaced transactions that were formerly tagged between BAs with a market flow calculation.  Likewise, when Midwest ISO and SPP started their markets, the market flow calculation was used to replace tagged transactions.  In order to assign a priority to these market flows, it was agreed by parties that had signed seams agreements that flowgates belonging to seams parties would go through a process of allocating the capacity of the flowgate amongst those parties while taking into account the parallel flows of non-seams parties.  This flowgate allocation process effectively allows a seams party to have firm rights on a flowgate.  The firm rights could be used for either selling transmission service (for both market and non-market seams parties) or the assigning generation-to-load impacts as firm in the IDC (for market seams parties).

The basis of the flowgate allocation is historic usage.  Prior to expansion of the PJM market and the start of the Midwest ISO and SPP markets, there was some level of usage by the seams companies on their internal flowgate.  This level of usage could be considered firm usage in that it was based on firm transmission reservations and units that had firm rights on the transmission system.  The seams parties agreed that if the parties joining the markets had continued to exist as stand-alone companies (not part of a market), their firm usage would continue into the future and should take into account generator and transmission outages, load growth and interchange transactions that are occurring each day.  This was the basis for making the historic allocation that takes the set of firm designated network resources and firm transmission reservations that were in effect on the freeze data prior to the PJM market expansion (April 1, 2004) and using this on a daily basis to make historic allocations.

The historic allocation uses a current system model, hourly/daily load forecasts from the SDX and outages from the SDX.  The only data inputs that are fixed are the set of reservations and DNRs from the freeze date (the freeze date reservations are used to set net scheduled interchange).  The historic allocation produces a set of firm rights on a flowgate that can be used to sell firm transmission service and to assign the priority of the generator-to-load impacts.  Currently, only the market seams parties use the firm allocations to set the priorities of the generator-to-load impacts in the IDC.  The non-market seams parties rely on the NNL calculation made by the IDC to assign relief obligations during TLR 5.  As noted in the justification for parallel flow visualization, the NNL calculation made by the IDC assumes all generator-to-load impacts are firm.  This is an erroneous assumption and will be addressed with the implementation of the parallel flow visualization process.
The use of the historic allocation to set generator-to-load priorities for the parallel flow visualization process should be considered an alternative to the use of tariff categories, not a supplement.  There are several reasons for this:

· Tariff categories classify generators as either having firm use of the transmission system (designated network resources) or non-firm use of the transmission system (non-designated network resources).  In effect, the impacts of the unit are assigned to a priority bucket according to the tariff classification of the unit.  This is a completely different process than using historic allocations to set the priorities.  Historic allocations establish the limit on a flowgate as a separate process.  The impact of all generators are then determined on a flowgate and generator-to-load impacts of all generators inside the BA use these limits.  There is no review of each generators output when assigning the priority.  These are two completely different processes for assigning priorities to generator-to-load impacts.

· The historic allocation process results in allocating the full capacity of the flowgate to all parties that have an impact.  In some cases, there may be excess capacity on a flowgate that is allocated to all parties with impacts.  This excess capacity can be used to either sell new firm transmission service or firm-up generator-to-load impacts.  In other cases, the flowgate may be over-sold and there is some rationing of the firm capacity (a party may get a portion of their impacts but not a full allocation for all of their impacts).  It would be problematic to say we will use the historic allocation to sell transmission service but we will use the tariff classification to assign generator-to-load priorities.  When a flowgate is oversold, it would not recognize the rationing that must occur for both transmission service and generator-to-load impacts.  When excess capacity exists, all of this excess capacity would be assigned to firm transmission service knowing that none is needed to firm-up generator-to-load impacts if their priority was based on the tariff classifications.
While the seams parties have found the historic allocation process is a viable process that can be used to assign generator-to-load priorities and report these generator-to-load impacts to the IDC, there are a number of shortcomings that need to be addressed before it can be expanded to be used by all BAs in the Eastern Interconnection.
· The whole idea of selecting a freeze date before PJM expanded its market and before Midwest ISO and SPP started their markets no longer makes sense.  There have been new generators added and other generators retired.  Most of the firm transmission reservations in effect at the time of the freeze date have long since expired.  The transmission system has been expanded to accommodate load growth and the addition of new generation.

· In place of a list of designated network resources as of a freeze date and a list of firm reservations as of a freeze date, you could use the current set of designated network resources (generators that are recognized as having firm use of the transmission system) and the current set of firm transmission reservations to make a day-ahead allocation based on the next day topology of the transmission system, load forecast and current model.  This would produce a firm flowgate allocation on a day-ahead basis.  Once get to real-time, any generator-to-load flows that exceed the firm allocation will go into the Priority 6 non-firm bucket.

· Under this approach, firm transmission service requests would not require an allocation review before being sold but would use-up the firm allocation of a BA before assigning the priority of their generator-to-load flows.

· Under this approach, there would be no allocation adjustments for new transmission facilities.  Calculating allocation adjustments for each transmission addition is a very labor intensive process and would be difficult to manage for the entire Eastern Interconnection.  This means for TLR purposes, the day-ahead allocation does not provide additional allocation to the builder of new transmission facilities.  This same issue applies when using tariff classifications.

· This approach would only have a single firm allocation done on a day-ahead basis.  It would result in a firm allocation as described previously.  As those parties that are currently under seams agreements know, there could be two allocations performed.  A 2 day-ahead allocation could be used to set the firm limits (Priority 7).  Then there would be a day-ahead allocation to set the non-firm allocation (Priority 6).  This means that in real-time, generator-to-load impacts that exceed the Priority 7 and Priority 6 limits would be assigned a Priority 2 usage for the IDC.

There are the following benefits to the use of flowgate allocations rather than tariff classifications:

· Addresses the oversold flowgate issue in that it has a built-in rationing process.  There is no mechanism to deal with oversold flowgates using tariff classifications to set priorities.

· Puts everyone on a level playing field including entities that are non-jurisdictional or may not have an Open Access Transmission Tariff.

· Addresses situation where an entity may only consider internal flowgates when designating a network resource.  Using the flowgate allocation process would not always guarantee the generator impacts would be called firm from those generators where no review of external flowgates occurred.

· Proven process that has been in-place for over five years.  OATI is already proficient at making the impact calculations.

· The shortcomings are known and can be resolved.

· It eliminates the need to track generators that may switch on a daily or hourly basis between designated and non-designated resources.

The downside of the use of flowgate allocations is that it is not the same process as tariff classifications.  If someone insists that tariff classifications must be used, this would eliminate the use of flowgate allocations.  As stated previously, it would not make sense to try to do some kind of combination of flowgate allocations and tariff classifications.         
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