Please accept comments from Southern Generation and Energy Marketing related to NAESB’s request for comments on Flow-based Transmission:
 
Flow Based Transmission Reservations (FBTR[s]) as an alternative to contract path has unresolved policy issues.
 
 The Pro Forma transmission tariffs are based on PTP and Network service, not flow gate service - although some tariffs do exist that have flow gate elements (SPP for example). In order to change, FERC would have to issue some form of policy statement associated with pricing individual flow gates as compared with PTP "paths".
 
An FBTR approach would be in conflict with most long terms bi-lateral contracts.  These contracts typically have transmission provisions that require delivery to a specific point and receipt from that point - source and sink are often irrelevant. However, with FBTR, sources and sinks are very relevant and points of delivery and receipt are essentially irrelevant.  This would trigger the "change in law" provisions in our contracts… opening them all up for renegotiation. 
 
The FBTR approach would impose significant hardship on the market. What is now a simple request could become a highly complex set of transactions, requiring more transmission reservations, depending upon how a transaction might be implemented.  In addition, it is highly likely that the transmission cost borne by the market would increase as a result of the additional reservations needed.
 
The FBTR approach would be difficult to implement.  Because the flow impact from a particular source to sink combination changes based on the topology of the system, it would be difficult to establish exactly what transmission reservations would be necessary for a given request.  If the marketer makes the appropriate firm reservations today, who bears the risk if the topology - and therefore the set of impacted flow gates - changes?  If the marketer, then how could he EVER adequately hedge risk?  If the transmission provider, then which transmission provider… the one that has the newly imposed flow or the one that had the change in system topology.  Establishing these rules would be extremely difficult and extremely controversial.
 
 
Obviously, from a short term marketer perspective, logistics and cost are of primary importance because they represent barriers to commerce.  They can both be overcome with tools and new pricing policies.  For example, someone could develop a product that makes all the reservations for you.  Also, you might have a new pricing policy that was based on MW-mile, with revenues distributed appropriately.  That, however, would be outside of NAESB's ability to recommend and implement.
 

From a long term perspective, we could only support this if it could be implemented without policy or tariff changes.  Unfortunately, that would bring you back to logistics and cost.
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