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North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone:  (713) 356-0060, Fax:  (713) 356-0067, E-mail: naesb@naesb.org


Home Page: www.naesb.org

via email

TO:
Posting on the NAESB WEQ-EC Page 

FROM: 
Deonne Cunningham, NAESB Staff Attorney
RE:
Notes from WEQ Executive Committee (EC) Task Force Session on Rollover Rights of Redirects – January 8, 2009
DATE:

January 26, 2009
Dear WEQ Distribution List and Interested Parties,

The notes below and work papers referenced serve as the record for the conference call held on January 8, 2009.

	Agenda Topic
	Results of Discussion

	Administrative:
	The conference call/web cast began at 2:10pm C.  The participants were welcomed to the call.  

	Attendees:
	Roy True, ACES Power Marketing

Ren Henry, AESO

Pedro Lagos, AESO

Marcie Otondo, APS

Syd Berwager, BPA

Rodeck Kelley, BPA

Barbara Rehman, BPA

Alan Pritchard, Duke Energy

Ron Mucci, Entegra

Christina Bigelow, Entergy

Ed Davis, Entergy

Narinder Saini, Entergy

John Cohen, FERC

Mason Emnett, FERC

Michael Goldenberg, FERC

Ryan Irwin, FERC

Bill Lohrman, FERC
	Patrick McGovern, Georgia Transmission

Ross Kovacs, Georgia Transmission

Jerry Tang, MEAG

Marie Knox, Midwest ISO

Ed Skiba, Midwest ISO

Deonne Cunningham, NAESB

Rae McQuade, NAESB

Denise Rager, NAESB

Paul Sorenson, OATI

John Apperson, PacifiCorp

Cathy Wesley, PJM

Daryl McGee, Southern 

JT Wood, Southern

Charles Yeung, SPP

Kathy York, TVA

Rose Pysh, UI

Bill Gallagher, Vermont Public Power

Michelle Mizumori, WECC

	Agenda:
	· Administrative: Welcome to members and attendees

· Review of Redirects and Rollover Rights: FERC Staff’s Interpretation of OATT
· Questions

· Adjourn

	Review of Redirects 
	1. Mr. Emnett noted that FERC received and reviewed the revised version of the Rollover Rights of Redirects Discussion Items.  He further noted that FERC Staff drafted a document that contained their interpretation of the OATT with respect to Redirects and Rollover Rights.  This document contains general guidelines and rules for rollover rights of redirects.  Mr. Emnett further noted that FERC Staff is solely giving their views and opinion on FERC policy and is not speaking on behalf of the Commission on these specific matters.  

2. Mr. Emnett reviewed the FERC Staff’s Interpretation of the OATT: Redirects and Rollover Rights.  In regards to the first rule, he explained that if a customer seeks to redirect service a new path, it is communicating that the need for rollover rights on the parent path no longer exists.  The WEQ EC task force inquired as to what happens to the parent reservation when there is a redirect that occurs at the end of contract term.  It is the FERC staff’s view that rollover rights follow the redirect and thus, would be on the redirected path.  Mr. Emnett noted that the NAESB business practice could provide flexibility if a customer wanted to revert back to the original path and maintain rollover rights.  He stated that redirects should be treated as a request for transmission service (a new reservation) and should be studied accordingly.  A request for a redirect of transmission rights through the end of a reservation should be treated as a request for redirect of rollover rights associated with that reservation, even if the rollover rights associated with the parent path had already been exercised and thus converted to a new, separate transmission reservation.
MISO:   MISO suggests the customer having to submit a redirect back to the parent path which also gives the TP the opportunity to perform a study.  FERC clearly states in items 3, 7, 11 and 12 below that the TP should have the opportunity to study, and the customer should be using redirects to change paths.  Queuing the redirect provides the TP the opportunity to study the request.
MISO: The yellow item above seems to indicate the system will automatically queue the renewal on the redirect path.  MISO agrees this is the way it should work.  The customer should not have the option of renewing on the redirect path if there was already a confirmed renewal on the parent path, the customer should be obligated.  This is supported by the last sentence in response 13 below.  FERC states contract commitments should not be abrogated.  - “Mr. Emnett responded that once a customer renews, it has committed to a new term of service and the MW value could be affected for the new term of service.  He further responded that a redirect is a request to modify the agreement and the TP could respond by restricting service or accepting service entirely.  Mr. Goldenberg noted that this instance would not abrogate the contract.”
3. As it relates to the second rule, FERC staff determined that a renewal on a particular path does not limit the customer’s rights associated with subsequent redirects.  Mr. Emnett stated the redirect is studied similar to a new request for service.  

4. With respect to the third rule, FERC staff clarified that failure to renew a reservation by the renewal deadline date waives all rollover rights for the reservation.  Mr. Emnett explained that renewal occurs when the customer notifies the transmission provider (TP) of its intent to exercise its rights and the TP has the ability to provide those rights before the deadline.  If the request for renewal of service is not made before the deadline, the customer has no ongoing rights on the redirected path.  

5. In review of the fourth rule, FERC staff concluded that a partial renewal reduces the eligibility for rollover rights to the amount renewed.  Mr. Emnett stated that if the customer voluntarily requests a partial renewal, only the partial amount of MWs renewed will have the rollover rights.  He noted that the reduced portion may be rolled over to the extent that MWs are available.  

6. The fifth rule states that restrictions on rollover rights stated in a service agreement do not follow a redirect.  FERC staff agreed that eligibility of rollover rights is tied to the terms of the service agreement and relates to the TP’s ability to provide rollover rights on a specified path.  Mr. Emnett stated that a restriction on the original path is not relevant to a restriction on the redirected path.

7. In regards to the sixth rule, FERC staff determined that the granting rollover rights on a redirected path does not affect customer’s ability to redirect, subject to availability, back to original path and redirected path.  FERC staff agreed that subsequent redirects are considered like any other reservation.  The granting of rollover rights does not affect the customer’s ability to redirect negatively or positively. 

	Questions
	8. Speakers from the WEQ EC task force asked FERC staff question in regards to Redirects and Rollover Rights: FERC Staff’s Interpretation of the OATT.  With respect to the fourth rule, Ms. Otondo questioned whether a partial renewal (requested six months in advance) would be limited to the partial MWs on the redirected path.  FERC Staff responded that a customer is required to provide notice of a partial renewal based on the terms of the service agreement.  Mr. Emnett stated that a customer must provide notice of partial renewal of service no less than one year of the expiration date of the service agreement.  

9. Mr. Davis inquired as to how rollover rights are granted, if the MW value allocated to remain on the original path is less than the MW value on the redirected path (a partial quantity redirect of a 100 MW reservation with rollover rights of 60 MW on the parent reservation).  After extensive discussion, FERC staff provided a separate response in regards to Mr. Davis’ question.  In summary, FERC staff determined that a customer should be eligible to receive up to 100 MW of rollover rights for that reservation if redirected, subject to availability on the redirect path.  The rest of the response is available for viewing via the following link: http://www.naesb.org/pdf4/weq_ec010809a1.doc.
10. Ms. Wesley questioned if the redirects of rollover rights could be analyzed without the original reservation going to the end of the service agreement and if a different outcome could be achieved.  FERC staff responded that if a customer requests to redirect service to another path, the service agreement has not ended, and the customer changes its mind regarding the redirect, the rollover rights would still exist undisturbed on the original path.  

11. Mr. Berwager presented the following hypothetical:  A customer has rollover rights of a 100 MW reservation and prior to the deadline, it applies for 100 MW renewal of service and is granted the renewal, creating a new TSR.  Subsequently, it requests a redirect of the original 100 MW.   Mr. Emnett responded that the TP would have the opportunity to study whether the rollover rights would need to be restricted until the end of the contract term.  Ms. Otondo clarified that if a renewal notice is provided for a parent reservation, a new reservation is created with the new service agreement.  She noted that the rollover rights on the parent reservation are decremented by the rollover rights attached to the new service agreement.  Mr. Pritchard expressed the need for clarification in regards this issue.  After extensive discussion, the FERC staff provided the following response: If customer has 100 MW on a parent reservation, provides notice for renewal and subsequently redirects, the service agreement has been modified and is now applicable to only the redirected path.  The transmission customer would not be allowed to “double dip.”
MISO:  “Regarding optionality” See item #6 below, it says “subject to availability, back to the original path”.  MISO suggests “subject to availability” makes  sense.  Else the customer is holding ATC/AFC on two paths concurrently and hence “double dipping”.
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12. Mr. Davis presented the following hypothetical:  A customer has requested rollover rights on the parent reservation which were later granted.  Subsequently, the customer request 15 days before the end of the contract to redirect service to another path.  He inquired as to how resolve this particular issue.  Mr. Emnett stated that a TP has the right to study to restrict service.  If the customer has not provided the TP with adequate time, the customer is at risk to not having rollover rights readily available.  Mr. Emnett noted that the request to redirect service for the remainder of the contract term would be granted but rollover rights would not be readily available to the customer.  

FERC Order 890 - Commission Determination

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. 
MISO: Staff comments seem to contradict paragraph 1280 of Order 890.  The timing cut-off should be clearly defined.  As a suggestion, Under Rollover Reform the notification requirement is one year.  Please see FERC Order 890 paragraphs:

1245. The Commission finds that the current 60-day notice period should be modified to reflect the longer term (five years) of the rollover rights. Currently, a customer with a one-year rollover right has 60 days to provide notice of whether it intends to rollover its capacity. This 60-day period was reasonable for a rollover right of short duration (one year), but it is no longer reasonable for a rollover right with a minimum five-year term.

1246. In selecting a new notice period, the Commission has attempted to balance the circumstances faced by customers in renewing power supply contracts and the interests of transmission providers in attempting to plan their system. The Commission recognizes that no single notice period can perfectly balance these considerations, but chooses the one-year notice period as most appropriate under the circumstances. Given that the

minimum rollover term has been lengthened to five years, it is reasonable to expect that customers will consider renewing such long term obligations in advance of 60 days prior to the expiration of their current obligation. We do not believe it is reasonable to fashion our notice period for customers that wait until the last minute to evaluate whether to extend their long-term contracts.
We may want to consider Rollover of a Redirect should follow suite just for consistency in the way all rollover TSR’s are processed.  This is a suggestion based on what seems to make sense, it is not intended to indicate this is the result of FERC Order or guidance.  FERC responses and orders are silent on what the cut-off should be.  MISO suggests that to carry rollover rights, rollover of the redirect should be exercised at least one year in advance.  This would address both the staff comments highlighted above, and paragraph 1280.     
13. As it relates to the fourth rule, FERC staff explained that paragraph 707 of FERC Order No. 890-A states when a customer should provide notice for renewal of service.  If a customer wants to exercise a partial renewal and does not meet the deadline, the customer is forfeiting rights to the MWs that were not renewed.  Mr. Emnett stated that NAESB may adopt business practice standards to provide for flexibility for instances in which a customer opts out of rollover rights for a redirected path.  Ms. Otondo presented the following hypothetical: A customer has a 100 MW parent reservation and rollover rights were exercised for a service agreement with a term of five years.  She inquired as to whether the customer would be able to redirect on a path that would not have rollover rights and abrogate a new contract.  Mr. Emnett responded that once a customer renews, it has committed to a new term of service and the MW value could be affected for the new term of service.  He further responded that a redirect is a request to modify the agreement and the TP could respond by restricting service or accepting service entirely.  Mr. Goldenberg noted that this instance would not abrogate the contract.  

14. Ms. Otondo suggested that the WEQ EC task force send the recommendation back to the WEQ Electronic Scheduling and Information Scheduling subcommittees (ESS/ITS) so that optionality can be considered with respect to this issue.  She noted that if the subcommittee determines that optionality is appropriate, it would dramatically change the recommendation.  The rest of the participants agreed with this assessment.  Mr. Goldenberg stated that the subcommittee should consider building flexibility in the recommendation by considering secondary firm rights without the need to operate between various service agreements.  Ms. McQuade will inform the WEQ EC as to the task force’s decision to send the recommendation to the ESS/ITS for additional consideration on the issue of optionality.  
MISO: FERC states in item 11 that customers should not be able to “double dip”.  Fundamentally, holding ATC/AFC on two paths concurrently is double dipping as it precludes other customers from access to that capacity during the decision making process to renew.  Additionally, the FERC responses 3, 11 and 12 support the use of redirects and the TP’s right to perform studies, hence the use of subsequent redirects should be the mechanism by which the customer is provided and exercises “optionality”.    

 

	Adjourn:
	The meeting adjourned at 3:12p.m. C.

	Action Items:
	· Ms. McQuade will inform the WEQ EC as to the task force’s decision to send the recommendation to the ESS/ITS for additional consideration on the issue of optionality.  

	Materials referenced in the meeting or amended in the meeting :
	Announcement : http://www.naesb.org/pdf4/weq_ec010809announcement.doc
2008 WEQ Annual Plan Items 2.a.iv.3, 3.a.vii, 6.l  (Part 2 Recommendation): http://www.naesb.org/pdf4/weq_ec010809w1.doc
Rollover of Redirects Discussion Items (Revised) : http://www.naesb.org/pdf4/weq_ec010809w3.doc
Redirects and Rollover Rights : FERC Staff’s Interpretation of OATT : http://www.naesb.org/pdf4/weq_ec010809w5.doc
FERC Staff Response on Rollover Rights – Follow-Up to 1-8-09 NAESB Conference Call : http://www.naesb.org/pdf4/weq_ec010809a1.doc
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