Comments Submitted by D. Kimm, MidAmerican Energy

MidAmerican Energy Comments On:

WEQ 2008 ANNUAL PLAN ITEM 2(a)(i)(2), CONDITIONAL FIRM BUSINESS PRACTICE STANDARDS
MidAmerican Energy offers the following comments on the above-referenced NAESB Business Practice Standard.  We commend the subcommittee for much of the difficult work it has done to produce a standard that in many respects reasonably defines a product that will benefit the market.  However there are, in our opinion, four fundamental flaws that make this standard as drafted, unacceptable. 
The four fundamental flaws, which in MidAmerican’s opinion, should be addressed relate to:
1. A deficiency in the near real time information readily available to the customer, by which the customer can make an on-going assessment of how vulnerable his conditional firm service is to being downgraded to non-firm and potentially cut together with other non-firm customers.  Such information can be critical to allow the transmission customer to make rational commercial decisions in supplying his/her power and energy customers and meeting the contractual obligations.

2. Limitations on the resale rights of conditional firm customers
3. It is unclear if conditional firm is available only if the actual or perceived reliability issue is within the purview of the Transmission Provider.  

4. It is also unclear on the process of how the conditional firm product becomes a firm product when the actual or perceived condition is no longer valid (or if a partial amount of the service can become firm).  It is also unclear if partial service can be granted and then the other portion of the service can be granted as conditional firm service from an original request. (This is described in 001-n.1.6 )
To address the first issue above, it would be necessary to add to the standard, a requirement that TPs post additional information on OASIS.  The information that should be provided is notification of the occurrence of any conditions that could result in the reduction of the Conditional Firm customers’ curtailment priority.  This will not require the TP to process any additional information.  The TP would have to be aware of when such conditions have occurred in order for it to implement the contract.  It would require an incremental posting of information, not otherwise required.  However, such a posting is, in our opinion, necessary for proper delivery of the contracted service, as well as disclosure to the marketplace.
The second issue represents a limitation on the service imposed by the subcommittee for, in our opinion, no valid reason.  The customer has requested and is paying for firm service, yet is receiving an inferior service due to limited availability.  FERC has ordered that Conditional Firm service be provided in order to maximize utilization of the transmission grid when “around the clock” firm service is not available.  The line/interface under contract is therefore, by definition, one that is heavily utilized at least on some occasions and therefore of high value to the market.  Why, when a customer has purchased such a service and then determined that there is a period of time in which it is surplus to his needs, should he not be able to resell that service and allow another transmission customer to take advantage of it?  Such resales could further enhance utilization of the grid and efficiency of the market, rather than allowing the capability to go unutilized or unscheduled and then sold as non-firm in the appropriate timeframe.  
Furthermore, in Order 676-C, FERC has stated in par 59 that:

As the Commission explained in Order No. 890-A, and reiterates above, the reassignment of transmission capacity results in the reseller obtaining the right to schedule the reserved capacity during the period of the reassignment consistent with the original customer’s reservation.  This applies equally to long-term firm point-to-point service using the conditional firm option adopted in Order No. 890.  We conclude that the NAESB standards adequately address resales of conditional firm transactions.  WEQ-001-11.1 makes clear that confirmation of a resale “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).”   

The third issue is more of a coordination issue.  Is the Transmission Provider required to offer conditional firm service if the limitation is on another provider’s system?  It is unclear if you are requiring coordination among providers or if it is anticipated that conditional firm only available if the limitation occurs on the provider’s system.
The final issue is another shortcoming that needs to be addressed.  The FERC Order specifies that Conditional Firm customers must be given priority to new firm capability that comes available.  The proposed standard vaguely addresses how this is to be done when short term firm capability becomes available, but is more detail needs to be provided.  Consistency in the industry is always desired.  MidAmerican feels that the following questions be specifically addressed in the requirements of the standard:

· If the short term firm would allow part of the service to be considered firm, is the Transmission Provider required to convert part of the service to firm or it an “all or nothing” conversion?

· If multiple requests with multiple customers have conditional firm and short term firm becomes available is the queue order for conversion consistent with the queue order of the original request, regardless of whose tariff it is under?

· If the long term firm becomes available, is the transmission provider required to convert the service to normal firm point-to-point with no future ability to reassess the service?

In closing, MidAmerican would like thank you for all of the effort spend on this standard and hopes you will seriously consider our recommendations. 
