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Rollover Rights on Redirect on a Firm Basis
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Southern Company would like to take this opportunity to thank the sub-committee on the tremendous effort that has been placed into the drafting (and re-drafting) of this standard. Their commitment to this standard is exemplary and is to be commended.  

Southern Company feels that as currently drafted, this Recommendation may conflict with and may not be consistent
 with existing FERC Orders.  Southern Company is hesitant to fully support a NAESB standard that does not complement FERC Orders, but in effect attempts to rewrite them.  As such, we respectfully urge the NAESB-EC members to consider the following comments when deciding on whether to approve the standard as written.
Comments
While it is obvious that NAESB is able to put forth standards that enhance FERC Orders, it is not necessarily clear that NAESB should develop standards that potentially conflict with a FERC Order.

On the January 8, 2009 conference call, a statement was made by FERC staff that it did not necessarily see a problem with developing a standard that allows the customer a choice of paths for the Rollover Rights.  As a reminder however, FERC staff was clear to say that they were only providing their views and opinions on FERC policy and did not speak on behalf of the Commission.  Unfortunately, a significant portion of this standard is based on the comment made by FERC staff which was provided in an informal method (i.e., unexpectedly during a phone conference).
Concerns

Southern Company’s major concern with this standard surrounds two key issues that potentially conflict with FERC Order 890 and 890-A:
1. The ability for the customer to select the path on which rollover rights will exist if the parent reservation is redirected to the end of the term.

FERC has clearly stated that rollover rights follow the redirect if the redirect is for the remaining term of the contract.
 While it may be acceptable to provide a customer an option on which path to retain rollover rights, this should not be addressed by NAESB as a definitive part of the standard.  Rather this could be a business practice decision for each Transmission Provider to make.

While this issue was raised in the conference call with FERC staff on January 8, 2009, staff stated that they did not see a problem with creating a standard that allowed customer choice of path for Rollover Rights.  However, it is unclear how much consideration the staff placed into this statement and if any consideration was given to any potential drawbacks.
Considering the development of the Transmission Service Agreement (“TSA”) in support of the OASIS reservation, if the customer has the ability to “waive the right” to convey and elects to do so, language must be added to the pro forma TSA that reflects the understanding between the Transmission Customer and the Transmission Provider.  Solely having a field in OASIS to denote the conveyance is not necessarily binding.  The addition of this language to a TSA would render the agreement non-conforming and would require a paper filing at the Commission for each such agreement. This would add additional burden to both the Transmission Provider to make a filing and to FERC who would have to review and accept (or not) each agreement instead of using the Electronic Quarterly Report for filing.


The standard (as written) provides flexibility to the customer in creating the option to select the path on which to have Rollover Rights.  However, flexibility for the customer may be reduced by forcing the Transmission Provider to calculate an explicit value that caps the amount of rollover on the original path, instead of including a limitation on the rollover to be addressed at the time renewal is requested.

2. The requirement for the Transmission Provider to delay a TSR evaluation.

As written, the standard at 001-9.7.5 states:

The Transmission Provider shall evaluate and resolve any pending, prior queued requests to exercise rollover rights (renewal requests) on the Parent Reservation prior to evaluating the Redirect with Rollover request.

As an example, if a renewal request and redirect are submitted at effectively the same time, there is no distinction in terms of time to evaluate under the pro forma Tariff.  Per 9.7.5 of the standard, if the renewal request is evaluated first and subsequently the customer decides not to execute the renewal agreement and falls back to the redirect, a few weeks may have passed and given the standard as written, no evaluation would have been performed on the redirect (i.e., the Transmission Provider waited to resolve the renewal and is now in jeopardy of being late on the system impact study for the redirect).

Currently, Southern Companies evaluate renewal requests that have limitations identified in the original agreement. These evaluations follow the pro forma Tariff study timeline and are subject to the study metrics, as are any subsequently-queued requests to redirect the service.  In adhering to this standard as drafted, Southern Companies and other Transmission Providers may be unable to meet the study metrics in FERC Order 890.
The ability to complete the required studies for a Redirect in the FERC timeline could be compromised if a Renewal and Redirect are submitted simultaneously, regardless of whether evaluation of the Renewal is required. FERC has not allowed exemptions from the metrics requirements
 and this standard does not contemplate or ask for such an exemption for these types of situations.
� P35 of FERC NOPR on NAESB ver 002.1 – “The modifications to the standards relating to rollover rights that NAESB has included in its Version 002.1 filing are the result of only the first part of a two part process through which NAESB is working to develop standards that are consistent with the Commission’s policy on rollover rights as described in Order Nos. 676, 890, and 890-A.”





� FERC in Order 890 at P1280, 1286 and Order 890-A at P705


� FERC Order 890 at P1310







May 13, 2008


