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RECOMMENDATION TO NAESB EXECUTIVE COMMITTEE

                                       For Quadrant: WEQ

                            
Requesters:

ESS/ITS Subcommittees                                     Request No.: 
2008 AP Item 2(a)(iv)(3)
                                     
Request Title:
Rollover Rights on Redirect on a Firm Basis

1.  RECOMMENDED ACTION:
EFFECT OF EC VOTE TO ACCEPT RECOMMENDED ACTION:

  X   Accept as requested


  X Change to Existing Practice

      Accept as modified below


      Status Quo

      Decline

2.  TYPE OF DEVELOPMENT/MAINTENANCE

Per Request:




Per Recommendation:
      Initiation




      Initiation 

  X  Modification




 X   Modification

      Interpretation



      Interpretation

      Withdrawal




      Withdrawal

      Principle 




      Principle 

      Definition 




      Definition 

  X  Business Practice Standard 


  X  Business Practice Standard 

      Document 




      Document 

      Data Element 



      Data Element

      Code Value 




      Code Value 

      X12 Implementation Guide


     X12 Implementation Guide

      Business Process Documentation

      Business Process Documentation

3.  RECOMMENDATION

SUMMARY:


The Commission has issued various clarifications on its intended policy regarding the granting of rollover (renewal, evergreen) rights to requests for Redirect on a Firm Basis in Orders 676, 890 and 890-A.  The following recommendation is a  modification to WEQ-001-9.7 to reflect these clarifications in policy and implement the necessary standards for treatment of rollover rights for requests to Redirect on a Firm Basis.
Please refer to Section 4(a) for information related to the relevant FERC rulings, and Section 4(d) for the rationale behind the specific recommendations presented.

Recommended Standards:

The following modifications to WEQ-001-9.7 are recommended to reflect Commission policy on rollover rights associated with requests to Redirect on a Firm Basis
001-9
Requirements for dealing with Redirects on a Firm basis.
001-9.7
Unless otherwise mutually agreed to by the primary provider and original customer, a request for Redirect on a Firm basis does not impact the TC’s long term firm renewal rights (e.g., rollover or evergreen rights) on the original path, nor does it confer any renewal rights on the redirected path.

001-9.7
ROLLOVER RIGHTS
A Transmission Customer holding long-term firm point-to-point transmission rights on the Transmission Provider’s system that are eligible for continued rollover rights or renewal of service shall indicate through a request to Redirect on a Firm Basis their intent to convey those rights to an altenate path or points of receipt and delivery subject to the following requirements
001-9.7.1
The Transmission Customer shall submit the request to Redirect on a Firm Basis with their intent to convey rollover rights from the existing path or points of receipt and delivery to the altenate path or points of receipt and delivery with sufficient lead time such that the Transmission Provider has the necessary time to assess and grant the request to Redirect service with the conveyance of rollover rights prior to the deadline for the Customer to exercise those rollover rights on the altenate path or points of receipt and delivery.
001-9.7.1.1
If the Transmission Provider is unable to complete any necessary studies and grant the Redirect on a Firm Basis with conveyence of rollover rights on the altenate path or points of receipt and delivery prior to the Customer’s deadline for exercising those conveyed rollover rights, the Transmission Provider shall grant the Redirect on a Firm Basis without conveyence of rollover rights unless the Redirect request is othewise withdrawn by the Customer.  The Transmission Provider shall provide as much notice as possible to the Customer that evaluation of the Customer’s Redirect request will not be completed prior to the deadline for the Customer to exercise any rollover rights conveyed by such request,
Discussion: 
I thought about the issue for the coincident rollover and renewal some more and came up with the above.  Consider a request to redirect with rollover 61 days prior to end of service.  If granted with rollover on Day 59 prior to end of service, am I (the Customer) now in a position that I can’t exercise rollover with 60 day required notice as I didn’t even get those rights to rollover until 59 dais prior to end of service?  I would argue, yes.  To convey rollover, you have to convey the rights AND leave enough time to submit the required notice (60 days or 1 year) to exercise those rights.  Now, since this standard will go in place after July 17, 2007 (890 date), any new request to exercise rollover must be with 1 year notice.  So you might argue that right now, if they want to convey rollover and you buy into above, the redirect has to be done 1 year plus study time prior to end of service.  At a minimum you would have to submit the redirect with rollover 60 days plus study time prior to end of service if you say the rollover rights carry the renewal deadline as originally granted not under rules in effect at time of submittal of redirect,  Anyway, the above would require that convey the rights AND exercise them prior to deadline which means all the arguments about blocking RENEWALs to where the Customer is shut out on both parent and redirect path don’t hold up.  So, we could retain the current proposal that you can’t have pending renewals on original path while have a pending redirect with conveyence of rollover on alternate path.   If TP hasn’t granted service on  the redirect by day 61 prior to end, then the redirect doesn’t get rollover and customer can still submit their renewal on the original path. 9.7.1.1 above says TP should give as much notice as they can that action on the redirect would be delayed beyond the rollover deadline. Now, we still may want language that the redirect with rollover can only be in the amount of “unexercised rollover rights” held on the original path – new defined term that would need to be added.  More things to contemplate as we try to move this forward.  This may be a more up-front approach, rather than a bunch of rules on the backend about approving and confirming coincident redirects and renewals all for the same pot of rollover rights.
001-9.7.1
To indicate their intent to convey rollover rights to the redirected path or points of receipt and delivery, the Transmission Customer shall submit a request to Redirect on a Firm Basis on OASIS specifying the following:

001-9.7.1.1
The transmission service attributes of the Redirect request must correspond to a valid long-term firm transmission service offered by the Transmission Provider.

001-9.7.1.2
The Redirect request submission time must be prior to the deadline for exercising the Transmission Customer’s right of renewal of the transmission service being redirected, and the Transmission Customer must not at any time prior to or during the processing of the Redirect request have a pending request or submit a new request to exercise those rollover or renewal rights of the transmission service being redirected.
001-9.7.1.3
The Redirect request service end/stop time must be identical to the termination (end/stop time) of the transmission service reservation being redirected.
Placeholder concept that may be considered/included:


A long-term firm reservation whose rollover rights have already been granted on the original path through customer confirmation of a renewal request are not eligible to be moved to an alternate path via a Redirect to end of the term of the original reservation.  Rollover rights may be conveyed to a redirect on a firm basis if the redirect request runs to the end of the term of the new or subsequent confirmed renewal reservations.
001-9.7.1.4
Assuming the requirements of 001-9.7.1.2 and 001-9.7.1.3 have been met, any requirements with respect to the term, duration, or submission deadlines (i.e., start and stop time of service, minimum or maximum lead times for submission, etc.) for the requested long-term firm transmission service specified shall be waived.
001-9.7.1.5
All other aspects of the Redirect request must meet all additional requirements for Redirect on a Firm Basis as specified in Standard WEQ-001-9 or established by the Transmission Provider’s Tariff, etc., including any limitations on Redirects with respect to paths available for redirect, handling of differentials in pricing, etc.

001-9.7.2
Any request to Redirect on a Firm Basis that fails to meet all criteria of WEQ-001-9.7.1 shall be considered ineligible for the conveyence of any rollover rights held by the Transmission Customer, and all such rights shall remain in full force on the path or points of receipt and delivery held by that Cusotmer.

001-9.7.3
The Transmission Provider shall treat any Redirect request with the conveyance of rollover rights as any other new request for transmission service.

001-9.7.4
Upon acceptance by the Transmission Provider and confirmation by the Transmission Customer, the rollover rights granted to the Transmission Customer on the original (pre-redirected) path or points of reciept and delivery shall be reduced to the lower of 1) the pre-existing rollover rights held on the original (pre-redirect) path or points of receipt and delivery less the capacity granted on the redirected path, or 2) any limitation on rollover rights as specified by the Transmission Provider at the time of granting service on that original (pre-redirect) path or points of receipt and delivery.
Placeholder concept that may be considered/included:

Add language that if both redirect and renewal are pending, if redirect is confirmed, rollover rights on original path are lost and renewal request should be considered invalid.  If renewal is confirmed, rollover rights on the redirect path will not be granted.
4.  SUPPORTING DOCUMENTATION
a.  Description of Request:

In the FERC Order 890 under Docket Nos. RM05-17-000 and RM05-25-000 dated February 16, 2007, the Commission made the following conclusions regarding Redirects and Rollover rights:

1280. Commission policy allows a redirect of firm, long-term service to retain rollover rights, even if the redirect is requested for a shorter period. In other words, the rollover right follows the redirect, regardless of the duration of the redirect. Contrary to the comments of Bonneville, MISO, and Southern, the Commission did not impose this requirement for the first time in Order No. 676, but merely provided guidance to the industry by restating Commission policy on this matter. The Commission has explained in prior orders that a transmission customer making a firm redirect request does not convert its original long-term firm transmission service to short-term service, nor does it lose its rollover rights under its long-term firm transmission service agreement. The Commission’s concern underlying this policy is that long-term customers should not need to choose between redirecting on a firm basis and maintaining rollover rights, rather their rollover rights should be retained consistent with the long-term nature of their service. 
1281. In Commonwealth Edison Co., the Commission explained that a “request to change a delivery point on a firm basis for one month and then to revert to its original delivery point does not convert its existing long-term firm transmission service agreement into two separate short-term transmission service agreements.”782 The Commission stated that section 22.2 was intended to provide flexibility to transmission customers to permit them to react in a competitive market and that some amount of this flexibility would be lost if a long-term firm transmission customer seeking to modify its delivery points would lose its rollover rights.783 782 95 FERC ¶ 61,027 at 61,083 (2001). 783 The Commission, however, recognized that this flexibility was not unlimited – any change to a delivery point is treated as a new request for service for purposes of the availability of capacity.

1282. The Commission affirmed this policy in American Electric Power Service Corp.784 In that case, a long-term transmission customer (Exelon) had been granted a short-term redirect, but denied rollover rights on the redirected path. The Commission found the denial of rollover rights was improper, since the “redirect request made by Exelon did not convert Exelon’s long-term firm transmission service to short-term service, and therefore, did not affect Exelon’s rollover rights under its long-term firm transmission service agreement.”785 Thus, there is no inconsistency between the Commission’s redirect policy and Order No. 676.
In the FERC Order 890-A under Docket Nos. RM05-17-001, 002 and RM05-25-001, 002 dated December 28, 2007, the Commission made the following conclusions regarding Redirects and Rollover rights:

704.  The Commission denies petitioners’ requests to amend the rights of rollover customers to redirect their service.  Under section 22.2 of the pro forma OATT, a request for a firm redirect must be treated like a request for new transmission service.
  As a new request for service, each redirect request is subject to the availability of capacity and subject to the possibility that the transmission provider may not be able to provide rollover rights on the new redirected path.  The transmission provider is required to offer rollover rights to a customer requesting a firm redirect only if rollover rights are available on the redirected path, i.e., to the extent not restricted based on reasonable forecasts of native load growth or preexisting contracts that commence in the future.
 

705.  As the Commission explained in Order No. 890, rollover rights follow the redirect regardless of the duration of the redirect.
  A transmission customer making a firm redirect request does not convert its original long-term firm transmission service agreement into two short-term service agreements, nor does it lose its rollover rights under its long-term firm transmission service agreement.
  At the same time, a customer can exercise its rollover right only at the end of the contract.  Thus, if a customer with rollover rights chooses to redirect its capacity for less than the full remaining term of the contract, absent some further request to redirect, the original path will automatically be reinstated and rollover rights would remain on only the original path.  By contrast, if the customer chooses to redirect its capacity until the end of its contract, the customer would have rollover rights along only the redirected path, and only to the extent not restricted based on native load growth or future contracts along the redirected path. 

706.  We therefore reject requests to restrict rollover rights to longer-term redirects.  A long-term transmission customer may request multiple, successive redirects for firm service.  This discretion is limited by the fact that each successive request is treated as a new request for service in accordance with section 17 of the pro forma OATT.  Each request is therefore subject to the availability of capacity and subject to the possibility that the transmission provider may not be able to provide 
rights on the new, redirected path.
  If the customer has not been granted rollover rights for a redirect that extends to the end of its contract, the redirected service will terminate on the same date as the parent service.  

707.  We also reiterate that a customer cannot exercise any rollover rights unless it first has provided the appropriate notice to the transmission provider.  If a customer requests and is granted a rollover right prior to the relevant notice deadline (60 days for pre-Order No. 890 agreements or one year for all others) and subsequently requests and is granted a redirect for firm service for the remainder of the contract term (i.e., within the notice period), the new reservation governs the rights at the new receipt and delivery points and the customer can obtain rollover rights with respect to the redirected capacity to the extent rollover rights are available for the redirected points.  If, however, a customer fails to request a rollover right prior to the relevant notice deadline, the customer forfeits rollover rights along the current or any redirected path. 

b.  Description of Recommendation:

c.  Business Purpose:

d.  Commentary/Rationale of Subcommittee(s)/Task Force(s):

The following commentary/rationale is provided to aid in understanding this first draft of the recommended standard proposed by OATI:

001-9.7: Obviously, FERC declined to adopt 9.7 and asked NAESB to reconsider FERC policy with respect to conveyance of rollover rights.  Hence, this standard recommendation.

001-9.7.1: This standard and its subordinate standards 9.7.1.1-9.7.1.5 are proposed to clearly identify when a customer wishes to convey rollover.  The Commission’s Orders actually have less flexibility than proposed in the recommendation in that they do not envision an option to retain rollover regardless of redirect.  One could read the “guidance” that if I redirect on firm basis to end of term of long-term reservation it ALWAYS conveys rollover – assuming they are not limited.  9.7.1 and subordinate standards specify exactly what must be submitted – it’s a long-term (aka YEARLY) Redirect, submitted prior to renewal deadliine (after that you have no rights to rollover), and must match end of term of service.  The only “gotcha” is that it will be a “YEARLY” service that could be for one-day (the last day) of service submitted 60 (or 1 year) in advance.  FERC has been very clear that making a shorter duration (aka MONTHLY) redirect does NOT change the fundamental long-term nature of the rights ot the original.  They have reaffirmed this policy addressing TranServ comments with respect to resale of a conditional firm weekly service – I read this as clearly in physical rights situations, the rights purchased govern, not how they may later be remarketed, redirected, etc.  So lets let them submit a long-term service and ignore timing if it’s a REDIRECT.  This is REALLY great when we look at OASIS Implementation Guide on RENEWAL.  As written, if I submit a renewal against MONTHLY, most would invalidate it out of hand.  So, you have a REDIRECT that’s YEARLY for one day – and RENEWAL is okay as it starts on parent stop, service is same, etc.
Now, we COULD limit the minimum term of the redirect to MONTHLY as that is the only example the Commission (Staff) made – there “guidance” was a less then yearly, monthly request that still conferred rollover.

001-9.7.1.5: This is a catchall for things like trying to redirect more MWs or outside of start/stop of parent, that are already prohibited by the rest of the 001-9 standards.

001-9.7.2:  This clarifies that if you don’t qualtify under 9.7.1, you get no rollover – that means long-term redirects in “mid-stream” are no better than short-term firm redirects that end conincident with the long-term service.

001-9.7.3: These requests get no special treatment with respect to the queue of LONG-TERM requests for service with rollover.  Another justification that even though the “term” of the request doesn’t qualify as “long-term”, the treatment in the queue does set its priority relative to others that are also seeking long-term service with rollover.

001-9.7.4: Specifically suggest that when releasing the rollover rights of parent, consider that only release to the most restrictive limit.  If I hold a limited right to renew 100 MWs on an original request for 200 MWs and I redirect 100 MWs that is accepted with rollover, I did not drop my orignal path rollover to 0, but to the lower of 200 -100 =100 or limited rollover = 100, which means as customer I am not unduly harmed by my decision to move to another path.  I am paying the full boat on both paths, so I don’t see an equity issue here.






















� See Order No. 890 at P 1268.


� See Order No. 676 at P 51.


� Order No. 890 at P 1280.


� Id.; see also Commonwealth Edison Co., 95 FERC ¶ 61,027 at 61,083 (2001) (explaining that a request to change delivery points on a firm basis for one month, followed by a reversion to the original points does not convert the existing long-term firm agreement into two separate short-term agreements); American Electric Power Service Corp., 97 FERC ¶ 61,207 at 61,905-06 (2001).


� For example, assume a transmission customer with a five-year agreement for firm service between points A and B, who qualifies for rollover rights on that path.  If the transmission customer seeks to redirect on a firm basis in year 3 to points C to D and then redirect back to points A and B thereafter, at the end of the five year agreement the transmission customer would have rollover rights only with respect to points A to B.  If, however, the transmission customer seeks to redirect to points C and D for the last six months of the contract term and both qualifies for rollover rights on this path and has requested rollover within the notice period of the contract, the customer would then have rollover rights only with respect to points C and D.  See Order No. 676 at P 59.  
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