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Southern Company Generation (SCGen) is pleased to provide comments to the NAESB Executive Committee (EC) and to the Electronic Scheduling Subcommittee (ESS) regarding its proposed Resale/Reassignment standards pursuant to Recommendation R04006-D. SCGen supports the overall direction of these standards and commends the NAESB drafting teams for their efforts in drafting these standards.  Unfortunately, SCGen has several significant concerns which will prevent its ability to support the standard as written.  As such, please accept the following comments and suggestion for consideration:
Standard Y states: 

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.
Although we believe such is not the intent of the statement, SCGen is concerned that the statement as written implies that any customer can request, via OASIS, that another transmission customer make an offer to resell their transmission service, regardless of whether that service has been offered to the secondary markets.  SCGen believes a simple clarification would be in order.  That clarification could be, for example, “Once a reseller has made such an offer, any Eligible Customer (Assignee) may request to purchase those scheduling rights.”

In addition, SCGen is even more concerned over the unclear nature of the term “unconditional Firm or Non-Firm Point-to-Point Transmission Service Reservation.”  The term “Conditional Firm” is a term of art referring to a specific type of firm transmission service that, for a specific number of hours per year or under specific circumstances, is subject to curtailment.  This specialized product is discussed in detail in the FERC OATT NOPR (Docket No. RM05-25).  Given the existence of such a term of art, Southern Companies is concerned over the use of the term “unconditional Firm” as somehow relating to “Conditional Firm”. SCGen does not believe this to be the intended use of this term and suggests changes that would clarify the intent, which SCGen believes to be the “conditionally approved” nature of short term firm transmission reservations in accordance with Section 13.2 (ii) of the OATT – a.k.a., that short term firm and non-firm reservations are subject to pre-emption by higher priority reservations and that approval for such reservations are conditional until the pre-emption window closes.  

Given that understanding, SCGen is adamantly opposed to this requirement because it will place an unreasonable restriction on the secondary transmission market.  By prohibiting transmission customers from making a resale until after a transmission reservation becomes “unconditional”, transmission customers will be limited to an unnecessarily small window of opportunity for making such resales, essentially rendering the secondary transmission market useless.  For example, presume a customer holds monthly firm point to point transmission service for the month of July that it purchased the prior year (e.g. October of the prior year). As written, Standard Y would prohibit the customer from reselling the reservation until it became “unconditional”, which means that it could not resell the reservation until June.  This restriction is not only extreme, but it is unnecessary as well, and SCGen would be unable and unwilling to support this standard as written.  Furthermore, SCGen believe the results would be inconsistent with the direction that FERC is currently taken with respect to attempts to encourage greater participation in the secondary transmission markets.
Instead, the drafting team subcommittee should re-write this portion of the standard so that the “conditional” nature of a Parent Reservation transfers to the Resale.  In that regard, a transmission customer would be able to resell short term firm and non-firm transmission service at any time, but the resold product would be subject to the same pre-emption requirements that were placed upon the Parent Reservation.   Proposed enhancements to Standards Y and Y.1 would resolve this concern as follows:
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 a Firm or Non-Firm Point-To-Point Transmission Service reservation (i.e. Parent Reservation).  Once a reseller has made such an offer, 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, but shall also convey any outstanding conditions that may exist on the Parent Reservation (such as conditional approval pursuant to Section 13.2 (ii) of the OATT).

Related to this concern, Standard Y.7 and Y.7.1 state the following:

Standard Y.7  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 their Parent.  This applies to non-firm service only.

Standard Y.7.1  Resales for firm service are not subject to displacement in accordance with Standard Y. 

As written, SCGen believes that Standard Y.7.1 is inconsistent with Section 13.2 (ii) of the OATT.  Instead, these standards should read:
Standard Y.7  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 their Parent.

Standard Y.7.1  Once the conditional window on the Parent Reservation has closed, resales for firm service are not subject to displacement in accordance with Standard Y. 

Furthermore, Standard Y.2 states the following:

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.

SCGen understands that the intent of this standard is to place all financial obligations associated with the Resale (i.e. the child reservation) – including any usage-based ancillary services and overuse penalties of the Resale – on the original seller (i.e. owner of the Parent Reservation). While SCGen agrees that the owner of the Parent Reservation should remain financially obligated to the transmission provider for all reservation-based charges (e.g. tariff charges and any reservation based ancillary services), it is opposed to making the “FOTC” financially responsible for usage-based charges incurred as a result of the Assignee’s use of the Resale– especially as it relates to overuse penalties.  It would be problematic and perhaps legally challenging for all parties involved for the transmission provider to attempt to impose upon the FOTC those charges which have been incurred as a result of actions taken by the Assignee.  SCGen finds this provision unacceptable.
In that regard, SCGen suggests the following modifications and additions to Standard Y.2:

Standard Y.2:  Financial Obligations

Resales shall not affect the Financially Obligated Transmission Customer’s (FOTC) financial obligation to the TP or any other terms of service under the tariff with respect to reservation-based charges.

Standard Y.2.1  The Assignee shall be obligated directly to the TP for any usage-based charges or overuse penalties resulting from its subsequent use of the Resale.

Standard Y.2.2  Prior to confirming a Resale, the TP shall have the right to require that all potential Assignees execute a Transmission Service Agreement.

In addition to the above significant concerns, SCGen also has other suggestions to improve the clarity and effectiveness of this standard.  Standard Y.5 states that “All Resales shall be posted on OASIS”.  Southern Company Generation suggests a minor clarification as follows:
“Although negotiations are not required to be performed on OASIS, all Resales shall ultimately be executed and posted on OASIS.”

Related clarifications to Standards Y.5.1 and Y.5.2 would be as follows:

Standard Y.5.1: Assignees and Resellers, at their discretion, may undergo negotiations via 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 negotiated 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 as soon as practicable, but in any case prior to the Assignee’s exercising of any rights under the Resale.
With respect to Standard Z, SCGen requests that the drafting committee address the question as to why weekly or daily firm requests can not be transferred when this standard is presented to the Executive Committee for approval.

Standard Z.1.5 states “If 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.”  
SCGen recommends a small clarification that states that “If the Transfer is for long-term firm service, any renewal rights that may be held by the Parent Reservation, including all limitations to those renewal rights, shall be conveyed…”

Finally, there are several “commentary” remarks in the standard that begins with such phrases as “In other words” or “for example”.  These comments, while important clarifications to the intent of the standard, should not be part of the standard.  It is suggested that these be included as footnotes to the standard rather than embedded as part of the standard itself.
In conclusion, Southern Company Generation supports the general direction of these standards but feels that these important issues need to be resolved before it can support the final product.  
As always, SCGen commends NAESB for their efforts and thanks NAESB for the opportunity to participate in this process.
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