
Rollover rights of
Designated Network Resources

Rollover rights derive from OATT Section 2.2.  But, for native load, which has no service agreement, and network customers many of whom have evergreen NITSAs, the triggering event of Section 2.2. -- a contract expiring, rolling over or being renewed -- arguably never occurs.  Nonetheless, if a DNR terminates, by the generator shutting down or the relevant PPA expiring, FERC has ruled that Section 2.2 does come into play despite the fact that the contract, i.e., the NITSA is not what is expiring.  In the case where a particular DNR terminates, FERC has made clear that a network customer/native load may designate a “replacement DNR” if the result is no substantial change in the location or direction of the power flows.  FERC explained that “a transmission provider may plan to continue using capacity that involves network resource purchases that are due to expire.”
  In Order No. 890-A at P 647, FERC explained:  “A transmission provider must allow a rollover, even where a transmission customer changes power suppliers, so long as there is no substantial change in the location or direction of the power flows imposed on the transmission provider’s system.”

Prior to Order No. 890, FERC held that all network customers are eligible for rollover, but the replacement DNR had have to match any competing request under Section 2.2..  Wisconsin Public Power Inc. SYSTEM v. Wisconsin Public Service, 84 FERC ¶ 61,120 (1998).  

In WPPI, several entities argued that a DNR that was not long-term in nature could not be rolled over.  FERC did not agree.  Rather, FERC explained:

Madison G&E argues that, while the Basin purchase may have been a valid network resource on July 6, 1996, it provides an insufficient basis to support any rollover rights because rollover rights are based on long-term (one year or more) uses of the system, but the purchases from Basin did not extend for an entire year.  Madison G&E and WPPI argue that any other implementation of the rollover rights would allow WP&L to reject long-term transmission requests in favor of its own short-term uses.  WP&L seeks clarification that a transmission provider may renew continuous, valid network resource designations.  

The rollover rights established under WP&L’s open access tariff are available to existing long-term transmission users.  All network uses of the transmission system (WP&L’s native load uses and network customer uses) meet this requirement.  Madison G&E’s and WPPI’s concerns about transmission used for short-term power supply arrangements preempting transmission arrangements needed for long-term power supply arrangements are misplaced since the rollover provision can be invoked only by matching any pending longer-term requests.  For example, when WPPI requested to add a new network resource for ten years, WP&L could not invoke its rollover rights in order to add a new network resource for only three months.  Instead, WP&L could invoke its rollover rights only by matching the ten-year term for WPPI’s new network resource.  This example responds to WP&L’s request for clarification, as well. 

That is, FERC disagreed that the DNR being replaced had to be long-term.  

In Order No. 890-B, FERC clarified that a NITSA must be five years in length for the customer to be eligible to exercise a rollover right as to a DNR under Section 2.2.  FERC explained:

The Commission affirms the determination in Order No. 890-A that the length of a network customer’s network service agreement, not the length of a power contract supporting a network service agreement, determines whether the network customer is eligible for rollover rights.  A network customer’s eligibility for rollover rights is distinct from its ability to rollover a particular resource designation.  In order for a network customer to qualify for rollover rights, it must have a network service agreement that satisfies the minimum term necessary for rollover rights.  The network customer may then continue to designate and undesignate resources pursuant to that service agreement, subject to the availability of adequate transmission capability to accommodate the request.
This does not, as Entergy argues, depart from Commission precedent regarding the network customer’s eligibility for rollover rights.  At issue in WPPI was whether a network customer is required to compete with other firm uses of the system in order to continue its resource designation at the time of rollover.  In considering that issue, the Commission first addressed whether rollover rights are available to network customers, concluding that all network customers of the transmission system are long-term users of the system and, therefore, meet the minimum term required to qualify for rollover rights.  That determination was appropriate when the one-year contract commitment was in effect, since network service agreements are not short-term in nature.  However, when the Commission extended the minimum contract commitment for rollover rights from one year to five years, it was necessary to state more clearly that a network customer’s threshold eligibility for rollover rights is linked to the term of its network service agreement.

In Order No. 890-B, FERC further clarified that although a network customer rolling over its network service may match a competing point-to-point request by extending its network service agreement rather than the power contract supporting the resource designation.  And, “[w]ith regard to competing network resource designations, the Commission affirmed in Order No. 890-A that the network customer seeking rollover must match the term of the competing network resource power contract, consistent with WPPI.”  See Order No. 890-A at P 666.

A policy that any DNR, of any length, can be rolled over, as long as 1) there is available capacity; or 2) any competing PTP request is matched (by comparing the NITSA term to the replacement DNR term) and any competing DNR is matched by naming a DNR of equal duration is rational, until the FERC precedent on transmission planning is thrown into the mix.  Although such precedent was issued is in the context of PTP service agreements, FERC has ruled:

As we have previously stated, once a transmission provider evaluates the impacts on its system of providing transmission service to a customer and decides to grant such requests, as SPP has done here, the Commission’s rollover rights policy obligates the transmission provider to plan and operate its system with the expectation that it will continue to provide service to that customer should the customer request rollover of its contract term.  If the transmission system becomes constrained (for reasons other than those initially identified, i.e., reasonably forecasted native load growth or pre-existing contract obligations that commence in the future) such that the transmission provider cannot satisfy all existing long-term customers, then the obligation is on the transmission provider to either curtail service to all affected customers (not just the later accepted firm customers) pursuant to provisions of its OATT or to build more capacity to relieve the constraint.  Restricting rollover rights based on the potential exercise of other customers’ rollover rights is not an option.

It has also stated:

once a transmission provider evaluates the impacts on its system … and decides to grant such a request, as it has here, … [FERC] policy obligates the transmission provider to plan and operate its system with the expectation that it will continue to provide service … the obligation is on the transmission provider to either curtail service to all affected customers .. or to build more capacity … restricting rollover rights based on the potential exercise of other customers’ rollover rights is not an option

Applying this precedent in the context of network customers and native load is illogical because the contract term, i.e., the NITSA term, is often infinite.  And, capacity is not associated with the NITSA, but with the specific DNRs.  If a request for a one-day DNR is made, and granting that request means that the transmission provider has planned its system to honor that DNR in perpetuity, the request likely would have to be studied before confirmed.  This was the point Entergy made to FERC on rehearing of Order No. 890-A.  It is illogical to apply the long-term service requirement of Section 2.2 to the NITSA rather than the DNR, if it means that transmission planners must assume rollover of all DNRs, no matter their term.  

When the issue was raised with Mason Emmnet of FERC Staff as to what has to have a five-year term for rollover rights to attach, he informed Charlotte Glassman that the five-year requirement applied to both the NITSA and the DNR itself.  He stated that daily, weekly, etc. DNRs did not have rollover rights.  Mason also indicated that all planning should be based on DNRs and their associated rollover rights, rather than on ten-year forecasts of loads and resources.  

One approach would be to accept the FERC Staff advice and only allow Section 2.2 to be invoked if an expiring DNR is long-term.  Under this approach, transmission planners would assume that only long-term DNRs would be rolled over and notice of any intent to rollover of a long-term DNR would be given a year in advance, although the replacement DNR need not be attested to until the day before the existing DNR expired.  

A second approach would be to allow Section 2.2 to be invoked for DNRs shorter than five years, but to largely solve the transmission planning dilemma by requiring the submitter of a DNR of any term of less than one year the obligation to immediately provide notice of its intent to rollover, as the request is within the one-year notice window of Order No. 890.  The rollover would be reserved, but it would be then terminated if a timely replacement DNR was not submitted to support the rollover.  If a competing request is submitted, a match would have to be made pursuant to the rules explained in Order No. 890.  

Issues that naesb may want to think about

I. The NITSA and Five-Year Term Requirement

A. Does a NITSA with an initial term of five (or more) years that continues year-to-year with one year’s notice to terminate have rollover rights once the initial term expires?  Or does the NITSA need to be amended to have terms no shorter than five-years once the initial term expires?  

B. If a NITSA has an initial term of five (or more) years with annual automatic renewals and the customer is already in the automatic annual renewal stage, does the NITSA have to be amended prior to the first annual renewal after revised Section 2.2 took effect to change the automatic renewal to five-year terms in order to preserve rollover rights?

9/30/09 Consensus:  NAESB Business Practice for NITS rollover will utilize the PTP rollover terminology related to term/notice period in order to accommodate term limit transition issues.
C. Does retail native load have the equivalent of an infinite-term NITSA? 
9/30/09 Consensus: retail native load discussion here is out of scope for NAESB Business Practices.

D. PTP customer can compete with a DNR being rolled over to a new long-term DNR? This needs to be discussed in another section, not appropriate here.


II. Notice Obligations of Section 2.2.

A. Do Network Customers have to provide one-year notice of intent to rollover an expiring NITSA?
B. 9/30/09 Consensus:  FERC says yes, with regard to NITSA.
1. If a NITSA is evergreen, such that a customer must take a proactive step to terminate the NITSA (and if the step not taken, the renewal is automatic) does notice ever have to be provided? 

2. 9/30/09 Consensus:  This is a contract issue and NAESB will not address this requirement; “null” will be a valid value for STOP time, for use at TPs option.
C. Assuming notice must be provided as to each DNR, given that most existing DNRs lack terms, how will anyone determine when they are expiring such that one-year notice is required?  (The associated reservation on OASIS may have a term, but not the DNR itself.)  
D. 9/30/09 This is not an assumption at this time.
For DNRs that lack terms today, will NAESB insist that an End Date be included when existing DNRs are entered into OASIS?  
9/30/09 Consensus:  For DNRs that lack terms today, “null” will be a valid value for STOP time, for use at TPs option.  If the NITSA is not an evergreen agreement, the DNR STOP time will be less than or equal to the STOP time of the NITSA.
1. DNRs backed by owned generation:  If it is decided to set a term for each existing DNR, what should be the “End Date” for an owned generator? 

9/30/09 Consensus:  This is a contract issue and NAESB will not address this requirement; “null” will be a valid value for STOP time, for use at TPs option.
a. 40 years, 50 years, 60 years, etc. from Commercial Operation Date?  See B.1.above
b. License termination date, if plant licensed (nuke, hydro); but what if license renewable?  See B.1. above
E. Assuming notice must be provided as to each TCA:
F. 10/1/09  See Motion 43
1. Is there a minimum term of a TCA to be eligible for rollover rights? Should the minimum term of the TCA be 5 years?
2. 
3. 9/30/09 When there is renewal of the NITSA, the TCA STOP time will be less than or equal to the NITSA STOP time. 
4. May the TCA be profiled in increments of less than a full year? (e.g., DNR is for load following capacity for 20 years and the initial TCA was for 5 years.   The Network Load that is being served by the DNR has a winter peak that exceeds the summer peak by 500 MW.  Should the TCA reflect the expected load profile or should the TCA be required to request a full year’s capacity reflecting the capacity needed to meet the winter peak load?)  See Motion 43
5. For profiled TCA’s (either in yearly profile segments or less-than-yearly profile segments), what is the Capacity Eligible for Rollover?  Should it be an extension of the 5th year’s profile? See Motion 43
6.  Do Network Customers have to provide one-year notice of intent to rollover an expiring TCA even if the DNR term is longer?  (e.g., DNR is for load following capacity for 20 years and the initial TCA was for 5 years.  Must the customer submit a TCA renewal in year 4 of the TCA?)  If not, what are the notice requirements?  See Motion 43
7. Should there be provisions in the rollover process that permit a customer to request capacity that exceeds the parent TCA’s Capacity Eligible for Rollover?  (e.g., DNR is for load following capacity for 20 years and the initial TCA was for 5 years. The customers load is anticipated to be higher in years 6-10 than in year 5 of the parent TCA.  The DNR covers the load growth.  Should the TP permit the higher request to be queued but be permitted to limit acceptance to the year 5 capacity is constrained, all other options being exhausted?)   See Motion 43
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