Public Service Company of New Mexico, 153 FERC ¶ 61,060 (2015) (PNM)
Order Providing Clarification on Delivered Price Test Analyses and Simultaneous Transmission Import Limit Studies

In PNM, the Commission accepted a notice of change in status filed by PNM and, rejected, without prejudice, PNM’s request for market-based rate authority in the PNM balancing authority area.  The Commission also rejected, without prejudice, the simultaneous transmission import limit (SIL) values submitted by PNM for the PNM balancing authority area.  

The PNM order discussed the type of information and analysis that is useful and appropriate for the Commission’s consideration of a delivered price test (DPT) analysis.  The PNM order provided important information not only to PNM but also to industry with respect to several issues that arose in the review of the DPT analysis and SIL study prepared by PNM.  The issues identified in PNM have been seen in a number of other market-based rate filings.  Thus, the clarification is intended to promote industry compliance with the Commission’s regulations and policies in an effort to more timely process market-based rate filings. 

Some examples of the clarifications made in PNM are as follows:

Clarification on Delivered Price Test Analyses

(i) Data Integrity 

P 31:  Links to data sources in the spreadsheets must be workable to enable the Commission to verify the accuracy of the data sources and ensure the accuracy of the submitted DPT.

(ii) Identification of Potential Supply

P 32:  Output of generating facilities that are not in operation during the seasons studied in a DPT analysis cannot feasibly be delivered to the destination market and should not be included in economic capacity (EC) or in available economic capacity (AEC).
(iii) Calculation of Variable Costs

P 41:  Sellers should account for some measure of regional differences in fuel price.  
(iv) Accounting for Power Purchase Agreements

P 52:  Generation units in a supplier’s portfolio whose output is committed under long-term firm contracts should not be considered available to compete in the study area as available economic capacity (AEC).  Including such capacity may overstate the amount of AEC that a potential supplier can contribute or inaccurately attribute that capacity to the wrong potential supplier in a DPT analysis. 

(v) Calculation of Transmission Rates

PP 53, 58:  DPT analyses should use the maximum transmission rates and include any additional costs for transmission losses or ancillary services necessary to deliver energy into the study area as required by Commission regulations.  For capacity outside the study area, additional transmission charges that a competing generator would likely incur to deliver power to the destination market should be considered. 

(vi) Calculation of AEC

PP 60-62:  Applicants that submit DPT analyses should allocate the lowest cost units of it and its competitors to serve their respective native loads as described in the Merger Policy Statement.  

(vii) Use of Historical Transaction Data to Corroborate Results 

P 63:  Applicants that submit DPTs should provide historical trade and transmission data to corroborate study results, as required by 18 C.F.R. § 33.3(c)(6), and explain significant discrepancies between modeling results and such data.

(viii) Lowest Running Cost Units Assigned to Serve Native Load

PP 27, 61-62:  The lowest running cost units are used to serve native load and other firm contractual obligations and would not be available for other sales.  Such units are not available to compete in the DPT analysis.
Clarification on Simultaneous Transmission Import Limit Studies

(ix) General Direction on Scaling Generation Resources
P 68:  The Commission direction has been to increase or scale up available generation in the exporting (aggregated first tier areas) and scale down the study area resources according to the same methods used historically in assessing available transmission for non-affiliate resources.
(x) The SIL Study is Not a “Best Import Case” Scenario
P 68:  The SIL study is intended to provide a reasonable simulation of historical conditions and is not a theoretical maximum import capability or best import case scenario.
(xi) Scaling Jointly Owned Units
P 75:  Entities should identify their jointly-owned units, report the ownership breakdown, and indicate what scaling, if any, was utilized for each portion of the generator.  For purposes of generation scaling for the SIL study, the appropriate method of modeling a generation unit in the study area that is jointly-owned between the seller and one or more unaffiliated sellers in the first-tier area is to represent the unit as multiple units in the model based on ownership percentage such that the multiple units fully represent the generation commitments and impacts on the transmission system. 

(xii) Remote Resources

PP 75-76:  Any generating resources in the first-tier with long-term firm transmission reservations to serve study area load should be reported as a long-term firm transmission reservation in Submittal 2, indicating the balancing authority area from which these remote resources are sourced.  

Sellers are reminded that the DPT is intended to be a conservative analysis.  See Inquiry Concerning the Commission’s Merger Policy Under the Federal Power Act: Policy Statement, Order No. 592, FERC Stats. & Regs. ¶ 31,044, at 30,119 (1996), reconsideration denied, Order No. 592-A, 79 FERC ¶ 61,321 (1997); Revised Filing Requirements Under Part 33 of the Commission’s Regulations, Order No. 642, FERC Stats. & Regs. ¶ 31,111, at 31,873 (2000), order on reh’g, Order No. 642-A, 94 FERC ¶ 61,289 (2001).  Therefore, if sellers have a question about how to handle a particular issue, they are advised to take the most conservative approach (i.e., the approach that is less likely to advantage the seller).
