

Response of the ESS/ITS to the comments submitted by Entergy on Recommendation R04006D
Date of Entergy’s Comments:  May 1, 2006

Date of Response:  June 27, 2006

**Additional commentary related to discussion of Entergy’s comments are contained in the June 1-2, 2006 WEQ ESS/ITS meeting minutes:  http://www.naesb.org/pdf2/weq_ess_its060106dm.doc.

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:
  X  Initiation




  X  Initiation 

      Modification




      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:


This recommendation establishes standard business practices related to secondary market sales of transmission service.  These standards address certain provisions of Section 23 in the FERC Pro Forma Open Access Transmission Tariff titled “Sale or Assignment of Transmission Service.”

The Business Practice Standards recommendation is divided into three sections:

· Definitions

· Resales

· Transfers

In reviewing this recommendation, please note the questions posed in Section 4(d) – Commentary/Rationale of Subcommitte(s)/Task Force(s) for specific questions posed by the Subcommittee.

Recommended Standards:

Definitions–The following definitions shall be added to the Business Practice Standards:
Assignee – An Eligible Customer that receives point-to-point transmission service rights from a Reseller either through a Resale or a Transfer.
Eligible Customer – as defined in the FERC Pro Forma Open Access Transmission Tariff.

Financially Obligated Transmission Customer (FOTC) – The customer financially obligated to the Transmission Provider for transmission service (i.e., service procured either through direct purchase from the Transmission Provider or through a Transfer of transmission rights).

Resale – The request to convey scheduling rights associated with a reservation for Point-To-Point Transmission Service from a Reseller to an Assignee.  The obligation to pay for the transmission servie charges for the Parent Reservation, including any Ancillary Services charges will remain with the FOTC. 
ESS/ITS Response To Added Language:  The addition does not enhance the definition and the suggested change is included in the proposed standards. See proposed Standard Y.2. Financial Obligations.
Transfer – Request to convey all rights and obligations associated with a reservation for Point-To-Point Transmission Service from a Reseller to an Assignee.  
Definitions–The following existing definitions in the WEQ OASIS Business Practice Standards (WEQ BPS-001-000) shall be modified:

Parent Reservation – an existing, confirmed reservation being modified by a Redirect, Transmission Customer’s request to redirect, Transferreassign, rResale, etc.
Reseller – The customer that holds Point-To-Point Transmission Service rights and offers those rights for sale on the (secondary) transmission market.any Transmission Customer who offers to sell transmission capacity it has purchased.

Business Practice Standards for Sale or Assignment of Transmission Service

Standard Y:  Resales
Any Transmission Customer (Reseller) shall have the right to offer for sale the scheduling  rights associated with the points of delivery and receipt of an unconditional Firm or Non-Firm Point-To-Point Transmission Service reservation (i.e. Parent Reservation).  Any Eligible Customer (Assignee) may request to purchase those scheduling rights.  
Standard Y.1:  Rights Conveyed

The confirmation of a Resale shall convey the rights to schedule Point-To-Point Transmission Service from the Reseller to the Assignee.

Standard Y.1.1  Upon approval by the Transmission Provider and confirmation
 by the Assignee of a Resale on OASIS, the Reseller shall lose those conveyed scheduling rights for the time frame and in the amount of the Resale. 

Entergy Comment n1: Who is going to confirm the Resale? Transmission Provider should approve the Resale after verifying that the Reseller is the legitimate owner of the reserved capacity in the Parent Resevation, and the Assignee is an Eligible Customer.

ESS/ITS Response To Comment:  This issue is addressed in other standards within the recommendation:  See  proposed Standards Y.1.2 and Y.5. Posting on Oasis.
Standard Y.1.2 If the Transmission Provider (TP) determines the Reseller is not the legitimate owner of the reserved capacity in the Parent Reservation(s), the TP has the right to nullify the Resale.
Standard Y.1.3  The Assignee shall be obligated directly to the TP for all arrangements required for scheduling transactions on the TP’s system, including submission of schedules, provision for losses, etc.

Standard Y.1.4  Renewal rights, if any, are not conveyed in a Resale. 
Standard Y.1.5  The Assignee shall have the right to resell rights acquired through a Resale in accordance with these standards subject to Standard Y.7.
Standard Y.1.6 The Assignee shall have the right to Redirect rights acquired through a Resale in accordance with these standards subject to Standard Y.6 and OASIS Business Practice Standards 9 and 10 (Redirects).
Standard Y.2:  Financial Obligations

Resales shall not affect the Financially Obligated Transmission Customer’s (FOTC) financial obligations to the TP or any other terms of service under the tariff.

Standard Y.3:  Service Attributes and Timing
A Resale shall retain all the same transmission service attributes, transmission service priority, and points of delivery and receipt of the Parent Reservation.  For example, if one hour of a Monthly Firm reservation is Resold, the Resale reservation shall be a Monthly Firm Resale reservation lasting one hour. 

Standard Y.3.1  The TP’s OASIS shall not impose any restrictions regarding the timing of a Resale, either submission times or service duration, except that the start and stop times of the Resale must be within the bounds of the Parent Reservation(s) that are designated as supporting the Resale
.
Entergy Comment n2:  Order 638 should apply to Resales just like it does to orignal sales/reservation requests.

ESS/ITS Response To Comment:  The Service Attributes and Timing provisions of Order 638 do not apply to Resales. 
Standard Y.3.2  The Reseller shall have the right to 
aggregate multiple reservations into a single Resale provided that each reservation being aggregated is of exactly the same service attribute, priority, product and point of receipt/point of delivery.
Entergy Comment n3:  Aggregation of multiple reservations into one single Resale will be diffiult to trak and should not be allowed.  This will result in complexity to track and link with the original Parent Reservations.  If the schedule is to be curtailed, it will not be possible to prorate the curtailment.  Each reserevation should be separately resold. 

This is a real problem.  Etagging did something similar to this when, for the first time, in Version 1.7, NERC allowed multiple reservations on the same TP, either horizontally (e.g.. using a reservation for April and a different one for May on one Etag that spans the 2 months) or vertically (e.g., using a yearly 100 MW reservation and a daily 3 MW reservation on a tag that needed 103 MW at the POR.

The reason it is a real problem is that OASIS is built on the premise that a single reservation has a single Assignment Ref number (also known as the OASIS number.)  And all TPs that have built backend software to manage the huge volume of OASIS reservations would be forced to redesign their systems to be able to handle this possibility.  Persons familiar with the NERC transition from Version 1.6 of Etag to Version 1.7 will recall how much effort this required.   No commercial standard should ever be passed that breaks the relationship between the reservation and its Assignment Ref. number.
ESS/ITS Response To Comment:  The ability to aggregate already exists in the OASIS S&CPs, 4.2.11 and 4.3.7. 
Standard Y.3.3  A Resale must be in whole hours, beginning at the top of the hour, and within the start and stop time(s) of the Parent Reservation(s). 
Standard Y.3.4  Service arranged through a Redirect on a non-firm basis (i.e., secondary service) cannot be resold. 
Standard Y.4:  Quantity

 A Resale must be in whole MWs and equal to or less than the Granted Capacity of the Parent Reservation(s), less any reductions (e.g. confirmed Redirects, previous Resales, curtailments, or implemented schedules) to the capacity available for scheduling of that Parent Reservation.
Standard Y.5:  Posting on OASIS

All Resales shall be posted on OASIS.

Standard Y.5.1  A Resale may be arranged between the Assignee and Reseller on OASIS, in accordance with the OASIS Standards and Communication Protocols (S&CP) for “Secondary Sales – On OASIS.”
Standard Y.5.2  If the Resale is not conducted on OASIS, the Reseller must notify
 the TP of the Resale via the OASIS, in accordance with the OASIS S&CP for “Secondary Sales – Off OASIS.”  This posting should be made and Transmission Provider should approve as soon as practicable, but in any case prior to the Assignee’s exercising of any rights under the Resale.

Entergy Comment n4:  Since the Transmission Provider has to accept the schedule from the assignee and has to verify that the Reseller has legitimate rights, notifying Transmission Provider is not enough.  Transmission Provider should approve the Resale before it is confirmed by the Assignee.  

ESS/ITS Response To Comment and Language Change:  This issue is addressed in other standards within the recommendation:  See Proposed Standards Y.1.2 and Y.5. Posting on OASIS.
Standard Y.5.3  The Reseller shall clearly identify on OASIS whether or not the Resale is subject to recall pursuant to Standard Y.7.

Entergy Comment n5:  See comment at Y7.

ESS/ITS Response To Comment:  The ESS/ITS has deleted the Recall language from the standard.
Standard Y.6:  Redirect of a Resale
The Assignee shall have the right to 
Redirect firm rights acquired through a Resale.  Any such request shall be submitted directly to the TP and will be queued and evaluated in the same manner as any other Redirect. (Subject to any limitations otherwise identified in these standards).
Entergy Comment n6:  The Rediret assignes only the scheduling rights to the Assignee with no obligation for payment.  The` Assignee may not even have a signed Service agreement with the Transmission Provider.  Therefore, the Redirect that results in any financial obligation should not be allowed. Transmission Provider can not bill the transmission service charge for the difference.  Therefoire, if there is any obligation for the Assignee to pay for the difference, the Redirect should not be allowed.  This comment applies to Y.6, and Y6.1. 

ESS/ITS Response To Comment:  See Proposed Standard Y.6.2 which allows the Transmission Provider to require a service agreement from the assignee.
Standard Y.6.1  The Assignee shall be obligated directly to the TP for any charges or credits resulting from any Redirect on a firm basis.
Standard Y.6.2  Prior to requesting a Redirect, the Assignee must execute a Transmission Service Agreemt with the Transmission Provider.
.

Entergy Comment n7:  The obligation to initiate and execute a Transmission Service Agreement, should be on Assignee and not Transmission Provider.

ESS/ITS Response To Comment and Proposed Language:  The proposed standard Y.6.2 in the recommendation does not obligate the Transmission Provider to initiate and execute a new service agreement.  The Transmission Provider may already have one,may not require one, or has the option to deny the service request if proper contractual obligations are not met.
Standard Y.7:  Reseller Capacity Recall
The Reseller may retain the right to recall capacity from a Resale, in whole or in part, pursuant to this Standard.

Entergy Comment n8:  This forces a change to OASIS to start tracking whether or not a Resale has recallable capacity or not.  At some point the industry needs to ask itself what is the benefit being gained by making such a change versus how much it costs the industry to implement the change.  This provision only seems to be a commercial convenience to the Reseller, not a provision that improves access to the transmission system.

ESS/ITS Response To Comment:   The ESS/ITS has changed the Recall language in the recommendation so that a Reseller does not have the right to Recall a Resale.
Standard Y.7.1  The Reseller shall clearly identify any such provisions to the Assignee.

Standard Y.7.2  The Assignee shall not resell, Redirect, or otherwise modify in any form rights subject to being recalled.

Standard Y.7.3  The Reseller and the TP shall have the right to prevent attempts to resell, Redirect, or otherwise modify in any form rights subject to being recalled. 

Entergy Comment n9:  This forces another change to OASIS to mark a reservation as “Resold” in order to prevent the resale of a resold reservation.  Again, what is the value of this provision versus the cost to implement it?  Why does a TP care how many times it has been resold?
Entergy Comment n10:  See comments to Y7.2.  It makes more sense to not allow the reservation to be recallable by the original Reseller and hen Y7.2 and Y7.3 would not be necessary.

ESS/ITS Response To Comments:  The ESS/ITS has removed standards Y.7.2 and  Y.7.3 from the recommendation. See response to Comment n8.
Standard Y.8  Displacement of a Resale 

In the event a Transmission Provider’s Tariff requires that a higher priority, competing transmission service request must displace all or a portion of a confirmed lower priority reservation, the TP shall have the right to nullify any Resales that reference the displaced reservation as the Parent Reservation.  This applies to non-firm service only.

Standard Y.8.1  Resales for firm service are not subject to displacement in accordance with these standards.

Entergy Comment n11:  See comments at Y8.1

Entergy Comment n12:  The same conditions as in Y.8  (in the event a TP’s tariff requires a high priority, ompeting to displace the lower priority reservation) applies to the firm service.  Therefore, the Standard Y.8.1 is not neessary  and should be deleted.  This is collateral attack on Order 888 and 889.

ESS/ITS Response To Comment:  The recommendation does not allow Resale of a conditional firm reservation (See proposed Standard Y Resales) therefore firm service would not be at issue under proposed Standard Y.8.  Y.8 only applies to non-firm service and does not mention firm service.
Standard Z:  Transfers
Subject to the limitations below, a Financially Obligated Transmission Customer (FOTC or Reseller) shall have the right to Transfer all of their rights and obligations under an existing, confirmed Firm or Non-Firm Monthly or Yearly Point-To-Point Transmission Service reservation (i.e. Parent Reservation) to another Transmission Customer (Assignee). Such Transfer may be for all or a portion of the capacity of that reservation.  Resales may not be Transferred.  
Standard Z.1:  Rights Conveyed

The confirmation of a Transfer of transmission rights shall convey all rights and obligations under the Transmission Provider’s tariff from the Reseller to the Assignee, including the financial obligation to the Transmission Provider.
Standard Z.1.1   Prior to the confirmation of a Transfer, the prospective Assignee and TP shall have executed a Transmission Service Agreement.

Standard Z.1.2  
The Transfer must be approved by the FOTC, the Assignee, and the Transmission Providere. The conveyance of Transfer rights is not complete until the Transmission Provider approves the Transfer.  The Transmission Provider shall not unduly withhold such approval.
Entergy Comment n13:  Entergy does not support transfer of any obligation to the Assignee for Rediret whether this obligation is for the anillary services or difference in the` price of the Parent Reservation and the Redirect.  In case there is any obligation to pay under Resale standard, a standard smilar to this Standard (Z.1.2) should also be included in the Resale Standard so that the TP approves the Resale.

ESS/ITS Response To Comment:  Approval is addressed in Standard Z.5.1.  If a customer wants to transfer a Redirect, it is considered a stand alone reservation and would have to be executed as a transfer of that reservation.
Standard Z.1.3  Upon confirmation of the Transfer on OASIS, the FOTC (Reseller) shall lose those conveyed rights for the time frame and in the amount of the Transfer.

Standard Z.1.4  The Assignee shall be obligated directly to the TP for all arrangements required for scheduling transactions on the TP’s system, including submission of schedules, provision for losses, etc. 

Standard Z.1.5If the Transfer is for long-term firm service, 
renewal rights shall be conveyed from the Reseller to the Assignee on the path and in the amount transferred.
Entergy Comment n14: No comment inserted
Standard Z.1.6The Assignee of a Transfer shall have the same rights to Redirect, Resell, Renew, and Transfer as the Reseller previously had with respect to the Parent Reservation being transferred.
Standard Z.2:  Financial Obligations

Upon confirmation of the Transfer on OASIS, the Reseller is released from the financial obligation to the Transmission Provider for the capacity granted over the time period of that Transfer and  those financial obligations are conveyed to the Assignee. 
Standard Z.3:  Service Attributes and Timing

Transfers shall retain all the same transmission service attributes, transmission service priority, and points of delivery and receipt of the Parent Reservation.  

Standard Z.3.1 The start time of the Transfer may occur at any point during the period of service of the Parent Reservation, but must begin at the top of an hour.
Entergy Comment n15: No comment inserted
Standard Z.3.2 The stop time of the Transfer must coincide with the stop time of the Parent Reservation.

.
Standard Z.4: Quantity

A Transfer must be in whole MW’s and equal to or less than the capacity of the Parent Reservation subject to the following: 
Standard Z.4.1 Partial Transfers in an amount less than the full capacity granted of the Parent Reservation shall be limited to the granted capacity of the Parent Reservation less any reductions (e.g. confirmed Redirects, previous Resales) to the capacity available for scheduling of that Parent Reservation.  IOnly the capacity available for scheduling may be Transferred in a Partial Transfer.
Standard Z.4.2 Full Transfers for the entire capacity granted of the Parent Reservation shall result in the Transfer of all capacity of the Parent Reservation and the Transfer of all encumbrances associated with that capacity in the form of confirmed Redirects, Resales, or any other reductions in reserved capacity.
Standard Z.4.2.1  Full Transfer of a Parent Reservation which has been redirected, in whole or in part, will automatically result in the Transfer of the child(ren) Redirect(s).

Standard Z.4.2.2  Full Transfer of a Parent Reservation which has been resold through a Resale, in whole or in part, will automatically result in the Transfer of the child(ren) Resale(s).

Standard Z.4.2.3  The amount (MW’s) of the full Transfer will include capacity which is not available for scheduling due to curtailment or other reduction, if any.
Standard Z.5:  Posting on OASIS

All Transfers shall be posted on OASIS.

Standard Z.5.1  Notwithstanding negotiations between the Assignee and the FOTC (Reseller), which may be conducted off OASIS, Transfers must be posted and approved by all parties on OASIS, in accordance with the OASIS S&CP.
Standard Z.5.2  The FOTC (Reseller) shall identify
 on OASIS those existing transmission service rights that are to be conveyed to the Assignee subject to the review and approval by the TP.

Entergy Comment n16:  What is expected to be identied on OASIS if all rights are transferred through Transfer?
ESS/ITS Response To Comment:  If all rights are transferred, all rights will be identified on OASIS per the S&CP.  
Modification to Redirect Standards

The following modifications should be made to Redirect Standard 9.8.1:
9.8.1
If not addressed in the Transmission Provider’s tariff or in a Service Agreement, any difference in charges associated with the Redirect on a Firm basis will be the responsibility of the TC submitting the Redirect.a credit on the Parent Reservation shall be computed as the total reservation charge divided by the total megawatt hours reserved times the megawatt hours redirected. The redirected reservation shall be charged as if it were a reservation with a request type of ORIGINAL.
�Who is going to confirm the Resale?  Transmission Provider should approve the Resale after verfying that the Reseller is the legitimate owner of the reserved capacity in the Parent 


Reservation, and the Assignee is an Eligible Customer.


�Order 638 should apply to Resales just like it does to original sales/reservation requests.


�Aggregation of multiple reservations into one single Resale will be diffiult to trak and should not be allowed.  This will result in complexity to track and link with the original Parent Reservations.  If the schedule is to be curtailed, it will not be possible to prorate the curtailment.  Each reserevation should be separately resold. 





This is a real problem.  Etagging did something similar to this when, for the first time, in Version 1.7, NERC allowed multiple reservations on the same TP, either horizontally (e.g.. using a reservation for April and a different one for May on one Etag that spans the 2 months) or vertically (e.g., using a yearly 100 MW reservation and a daily 3 MW reservation on a tag that needed 103 MW at the POR.


The reason it is a real problem is that OASIS is built on the premise that a single reservation has a single Assignment Ref number (also known as the OASIS number.)  And all TPs that have built backend software to manage the huge volume of OASIS reservations would be forced to redesign their systems to be able to handle this possibility.  Persons familiar with the NERC transition from Version 1.6 of Etag to Version 1.7 will recall how much effort this required.   No commercial standard should ever be passed that breaks the relationship between the reservation and its Assignment Ref. number.


�Since the Transmission Provider has to accept the schedule from the assignee and has to verify that the Reseller has legitimate rights, notifying Transmission Provider is not enough.  Transmission Provider should approve the Resale before it is confirmed by the Assignee.  


�See comment at Y7.


�The Rediret assignes only the scheduling rights to the Assignee with no obligation for payment.  The` Assignee may not even have a signed Service agreement with the Transmission Provider.  Therefore, the Redirect that results in any financial obligation should not be allowed. Transmission Provider can not bill the transmission service charge for the difference.  Therefoire, if there is any obligation for the Assignee to pay for the difference, the Redirect should not be allowed.  This comment applies to Y.6, and Y6.1. 


�The obligation to initiate and execute a Transmission Service Agreement, should be on Assignee and not Transmission Provider.


�This forces a change to OASIS to start tracking whether or not a Resale has recallable capacity or not.  At some point the industry needs to ask itself what is the benefit being gained by making such a change versus how much it costs the industry to implement the change.  This provision only seems to be a commercial convenience to the Reseller, not a provision that improves access to the transmission system.


�This forces another change to OASIS to mark a reservation as “Resold” in order to prevent the resale of a resold reservation.  Again, what is the value of this provision versus the cost to implement it?  Why does a TP care how many times it has been resold?


�See comments to Y7.2.  It makes more sense to not allow the reservation to be recallable by the original Reseller and hen Y7.2 and Y7.3 would not be necessary.


�See comments at Y8.1


�The same conditions as in Y.8  (in the event a TP’s tariff requires a high priority, ompeting to displace the lower priority reservation) applies to the firm service.  Therefore, the Standard Y.8.1 is not neessary  and should be deleted.  This is collateral attack on Order 888 and 889.


�Entergy does not support transfer of any obligation to the Assignee for Rediret whether this obligation is for the anillary services or difference in the` price of the Parent Reservation and the Redirect.  In case there is any obligation to pay under Resale standard, a standard smilar to this Standard (Z.1.2) should also be included in the Resale Standard so that the TP approves the Resale.


�.


�


�What is expected to be identied on OASIS if all rights are transferred through Transfer?
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