June 21, 2002

BY HAND
Mr. William F. Stephens, Director

Division of Energy Regulation

State Corporation Commission

1300 East Main Street, Fourth Floor

Richmond, Virginia 23218

Re:  Senate Bill 684
Dear Mr. Stephens:


Thank you for your letter of May 29, 2002 requesting comments on the collection of information under Senate Bill 684 with respect to the location and operation of electric generating facilities and electric transmission facilities in the Commonwealth.  Appalachian Power Company, d/b/a American Electric Power (“AEP” or “Company”) appreciates the opportunities to submit these comments and to participate in the deliberations of the work group.

Senate Bill 684, adopted in the 2002 Session of the Virginia General Assembly, requires the Commission to convene a work group to study the “feasibility, effectiveness and value” of collecting certain information “[f]or purposes of monitoring the adequacy of the energy infrastructure within the Commonwealth ….”  Your letter asks for comments addressing this monitoring standard giving consideration to the Commission’s responsibilities under the Virginia Electric Utility Restructuring Act (“Restructuring Act”) as well as the language of Senate Bill 684.  Section 56-596 A of the Restructuring Act directs the Commission to consider “the goals of advancement of competition and economic development in the Commonwealth.”  These responsibilities under the Restructuring Act should be prominent in the Commission’s consideration of the potential data gathering to be developed under Senate Bill 684.

Senate Bill 684 seeks to monitor energy infrastructure in the Commonwealth as a whole to evaluate the aggregate statewide effects of restructuring in the energy industries.  Monitoring the adequacy of energy facilities is appropriate and has been ongoing in the electric industry for many years. However, current monitoring considers the geographic areas served by the monitored facilities without relating them to state political boundaries.

The monitoring envisioned by Senate Bill 684 could be consistent with the Restructuring Act goals to further competition and economic development assuming it has appropriate purposes, is based on readily available information and appropriately protects confidential information in competitive energy industries.  The Company agrees that the availability of Virginia facilities to serve Virginia loads may be one relevant factor in any monitoring system, but it is not the only factor.  Robust regional markets, as well as electric facilities physically located within the political boundaries of Virginia, are important to Virginia energy users.  Monitoring the adequacy of energy infrastructure in Virginia should recognize that Virginia electricity users will be served by regional electricity markets not necessarily coinciding in area with state boundaries.


Senate Bill 684 requires the Commission to conduct a study of the “feasibility, effectiveness and value” of collecting two categories of electric industry information.  Subsection 1 A contemplates the potential collection of data on electric generating facilities, and electric transmission information is considered in subsection 1 B of the bill.  Other subsections of the legislation relate to the collection of information about natural gas facilities.  AEP will limit these comments to the electric industry information described in the bill, recognizing that some of its comments may be equally applicable to information about the natural gas industry.

GENERATION

Subsection 1 A of Senate Bill 684 describes information that should be considered “[f]or every generator of electric energy operating within the Commonwealth …”  as:

(i) an inventory of generating units located within the control area of the utility, including size, location, fuel type, heat rates, and megawatts of each unit, (ii) the historical generating capabilities of each unit compared to actual operating parameters, including hours a unit was offline and reasons therefor,  forced and planned curtailment levels, and hourly generation by unit, and (iii) total hourly load in the control area compared to the total hourly load in Virginia …”.

Much of the information listed in subsection 1 A of the legislation appears to be readily available to the Commission either from published sources or from AEP.  However, some information may be unavailable or difficult to obtain.  For example, total hourly load in a control area is likely metered in most cases, but load is not necessarily monitored on an hourly basis in a manner that would disclose “total hourly load in Virginia”.  In addition, where confidential information is at issue, its confidentiality must be maintained, particularly in the generation sector of the electric industry as state regulation of generating facilities is removed.

A principal goal of the working group should be to clarify the terminology used to describe the information to be collected.  The intent of Senate Bill 684 is to create a workable monitoring process, and the Commission’s study can refine the descriptions of the required information to ensure that industry participants are operating on a standard terminology with respect to the industry monitoring of energy infrastructure.  Until the terminology is clarified and standardized, it is not possible to state definitively whether collection of each item of information described in Senate Bill 684 would be feasible, effective and valuable.

TRANSMISSION
Subsection 1 B of Senate Bill 684 lists transmission data that should be considered “[f]or every incumbent electric utility, as defined in § 56-576 of the Code of Virginia…” as:

(i) individual line transfer capabilities at control area interfaces, (ii) aggregate transfer capabilities, including the degree to which the capabilities were reserved and the actual use of such capabilities, (iii) hours during which bulk transmission facilities were offline and the reasons therefore, (iv) actions taken to relieve transmission overload, and (v) hourly flows into and out of the control areas …” .

Once again, much of the transmission information described in the language of the bill appears available.  General information on the operations and outages of bulk transmission facilities necessary to the delivery of energy to loads in Virginia, including outage statistics and loadings, is available to AEP, and it would not appear to create great burdens to provide it to the Commission.  The accessibility of other information cannot be ascertained until the interpretation of Senate Bill 684 is settled by the working group and the Commission.  For example, the terminology “individual line transfer capabilities” in item (i) of subsection 1 B of the bill is not used by AEP but seems almost certain to refer to “line capabilities” in the terminology used by AEP.  Given that interpretation, the information in item (i) would be available.


However, even at this early stage of the process, it can be concluded that the data described in item (v) of subsection 1 B of the legislation goes beyond what is necessary to monitor transmission adequacy, and it would be difficult to produce and handle for both the Company and the Commission.  Historical hourly load levels and hourly loadings on transmission facilities for every hour of a year are not necessary.  If the Commonwealth’s load is reliably served at the time of the peak, loads will be reliably served at other times, including off-peak periods.

Therefore, hourly flow data appears to be more extensive than required to monitor the adequacy of the transmission infrastructure in Virginia.  Hourly flows into and out of the AEP control area from the beginning of 1996 through 2001, while available, could require the collection by AEP, and the handling by the Commission and its Staff, of approximately 7.5 million data points based on the number of interconnections in the eastern portion of the AEP System.  Since the information in item (v) is unnecessary and voluminous, AEP recommends that it not be required.


Please accept these comments as AEP’s preliminary views on the information necessary to accomplish the General Assembly’s goal in adopting Senate Bill 684.  The Company expects that the work group meetings and further comments will be necessary to define the precise information requirements that should be recommended in the Commission’s study report.  We look forward to working with the Staff and the other stakeholders to complete that task.







Very truly yours,







Barry L. Thomas







Director, Regulatory Services VA/TN


� Your letter also states that the information described in Senate Bill 684 will, in part, include data relative to the “dedication” of electric facilities in Virginia to serve electric loads in Virginia.  If this reference to dedication of facilities means that certification of an individual electric facility in Virginia could be decided based on the information relative to the its dedication to service in Virginia, the Company disagrees with such an interpretation.  Senate Bill 684 contemplates a broad monitoring purpose rather than information requirements for approval of individual facilities.
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