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To:
Electronic Scheduling Subcommittee

From:
Wendy D. Weathers, Salt River Project
Re: 
Comments submitted by Southern Generation 11/29/05 on

Proposed Resale and Redirect standards 
Date:
March 1, 2006

I have been an active participant in the many meetings and conference calls focused on the Proposed Resale and Redirect Standards, including the detailed discussions in the Electronic Scheduling Subcommittee.  As such, I now write to clarify Mr. Dison’s apparent misunderstanding of the Subcommittee’s intentions and the original standards it has proposed.  I also write to both commend Mr. Dison for his identification of potentially problematic rate differentials based on product duration (e.g., Yearly versus Hourly) but also to note that the solution to this problem lies in resolution of how rates are defined and not in the Proposed Resale and Redirect Standards.
First, it is essential to understand that the proposed Redirect Standard does not allow transmission providers to collect an “uplift” associated with a redirect.  In fact, FERC has specifically prohibited transmission providers from charging “higher of” pricing and this is not what the proposed Redirect Standard does.  The Proposed Redirect Standard specifically charges the Redirect customer the same price as is charged to a customer who purchases identical, but original, transmission service.  If the Redirect is to a higher priced product, or a higher priced path, the customer will pay more, an amount equal to the charge to a new customer purchasing the higher-priced product or higher-priced path. Conversely, if the Redirect is to a lower priced product, or a lower priced path, the customer will pay less.

Secondly, the proposed standards were neither intended to, nor will they function to, discourage the purchase of longer-term service products.  The proposed standards do not change the fact that the purchase of long term (Yearly) service will often result in a lower per-hour charge.  Instead, the proposed standards are written to provide price certainty for the transmission customer.  That is, a transmission customer will know what the charges will be for Redirects when the customer purchases Yearly Service.  
Thirdly, the Southern Generation Proposal could, in some cases, result in the transmission customer paying a lower rate than other customers for the same service on the same path or, alternatively, a higher rate than other customers.  In some cases, the rate paid for transmission service under the Southern Generation Proposal could be higher than the transmission provider’s Tariff rate.  As an example, this can happen if we use the Southern Generation Proposal methodology but assume the transmission provider posted a discounted rate. The table on the next page shows this revised example. (All prices are per MW-Week.)
	
	Row
	Redirect Settlement Example 2
	Revised Redirect Settlement Example 2
	Comments

	Monthly Firm Service purchased at
	(a)
	$469.62
	$469.62
	Equivalent weekly rate

	Redirect to Weekly Firm Service posted at
	(b)
	$476.10
	$476.10
	Assume this is Tariff price

	Weekly Firm rate on the original path as posted
	(c)
	$469.62
	$400.00*
	*Assume price is discounted

	Price Differential
	(d)=(b)-(c)
	$6.48
	$76.10
	

	Total Price Paid
	(e)
	$476.10
	$545.72**
	**Customer would pay above Tariff Price.


Redirect Settlement Example 2 including revised scenario
The problem with the Southern Generation Proposal is that the price differential is the result of a rate that is not related to the amount the customer originally paid.  The Electronic Scheduling Subcommittee avoided this “disconnect” between the original price and the rates for Redirect Service in the original proposal sent to the Executive Committee.  In addition, the original proposal avoids the case where the customer with Redirect service pays less than other customers.  The deliberate design of the original proposal avoids the problem of whether any such price differentials may constitute a rate discount that then must be offered to all transmission customers purchasing the same service to the same Point of Delivery. 
Lastly, the Southern Generation proposal correctly states that products of different durations (Yearly vs. Hourly for example) do not necessarily result in the same per-unit charge.  However, the solution to any inequities in pricing different products is fundamentally a rate-making issue and must be resolved with the appropriate regulatory authority having rate-making jurisdiction.    As such, the problem being addressed in the Southern Generation Proposal is not a Redirect problem, but rather a ratemaking issue that should be addressed in the appropriate forum and should not be a part of the original proposals which address Resale and Redirect matters instead.

I conclude by urging the continuation of the development of standards based on the original proposals as prepared and forwarded to the Executive Committee by the Electronic Scheduling Subcommittee.
Sincerely,

Wendy D, Weathers
Wendy D. Weathers

Salt River Project
