
From: Jeffrey W. Bentz
To: McCluskey, George
Subject: FW: material following 1/24 mtg
Date: Thursday, March 06, 2014 8:34:14 AM
Attachments: Gas Infra Alt Proposal Memo Final 01_31_14.pdf

MBO_Transmission Memo 01-31-14.pdf
Trans only rebundle timeline.docx
Timeline T + Supply.docx
Gas + T Timelines.docx
Current T - Flow from Canada Jan 2014-1.docx
T Dev Define.docx
path matrix.docx

George,

I'm sure you found this but came across it today and figured I would send along.  
The doc is path matrix.docx.

Jeff

From: Heather Hunt <HeatherHunt@NESCOE.com>
Date: Friday, January 31, 2014 5:34 PM
To: Heather Hunt <HeatherHunt@NESCOE.com>, "Esty, Daniel" 
<Daniel.Esty@ct.gov>, Thomas Welch <thomas.l.welch@maine.gov>, 
"patrick.c.woodcock@maine.gov" <patrick.c.woodcock@maine.gov>, Marion Gold 
<Marion.Gold@energy.ri.gov>, "'Recchia, Chris'" <Chris.Recchia@state.vt.us>, Ed 
McNamara <Ed.McNamara@state.vt.us>, Robert Scott <robert.scott@puc.nh.gov>, 
Meredith Hatfield <Meredith.Hatfield@nh.gov>, George McCluskey 
<george.mccluskey@puc.nh.gov>, Ann Berwick <Ann.Berwick@state.ma.us>, 
"Sylvia, Mark (ENE)" <mark.sylvia@state.ma.us>, Birud Jhaveri 
<birud.jhaveri@state.ma.us>, "Kates-Garnick, Barbara (ENV)" <barbara.kates-
garnick2@state.ma.us>, Nicholas Ucci <nicholas.ucci@energy.ri.gov>, Katie Dykes 
<katie.dykes@ct.gov>, Steven Clark <steven.clarke@state.ma.us>
Cc: Jason Marshall <jasonmarshall@nescoe.com>, Jeffrey Bentz 
<jeffbentz@nescoe.com>, Dorothy Capra <DorothyCapra@nescoe.com>, Ben 
D'Antonio <BenDAntonio@nescoe.com>, Allison Smith <allisonsmith@nescoe.com>
Subject: material following 1/24 mtg

Draft Confidential - 
Please find material attached flowing from last Friday's meeting. The two draft RFPs are almost done. 
Jason will provide them to you early next week. 

1) Miller Balis O'Neil memo on alternative gas pipeline proposal (NH/VT). This is legal analysis of 
the narrow question presented. ISO is also considering the alternative and will provide its view, which 
may extend beyond the scope of the narrow legal question. Please have any lawyers on your team 
with questions or comments be in touch with Jason Marshall anytime next week. Miller Balis will be on 
the Thursday call to answer questions. (doc label: "Gas Infra Alt....")

2) Miller Balis O'Neil memo on rebundling transmission and generation (referred to at last meeting 
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January 31, 2014 


 
PRIVILEGED AND CONFIDENTIAL 


 
MEMORANDUM 


 
TO:  NESCOE 
 
FROM: Phyllis G. Kimmel 
  Joshua L. Menter 
  
SUBJECT: Reaction to Alternative Gas Pipeline Infrastructure Proposal 
______________________________________________________________________________ 
 
Incremental Natural Gas Pipeline Infrastructure 
 


Two New England states offered for discussion an alternative proposal in connection 
with expanding gas pipeline infrastructure (the “Alternative Proposal”).  Specifically, the two 
states are concerned with that aspect of the proposal that would require the capacity manager to 
release the capacity in an auction on a non-discriminatory basis to the highest bidder, consistent 
with FERC precedent, because they believe the highest bidders for the capacity on constrained 
days are unlikely to be gas-fired generators.  Accordingly, the two states believe that such an 
auction creates the risk that those paying the gas surcharge, the ISO’s electric customers, would 
not receive the intended benefits of improved transmission reliability and energy cost savings. 
 


To address this concern, the two states propose to make the capacity available at no cost 
to gas-fired electric generators and to devise a method to allocate such capacity in times of 
pipeline capacity constraints.   
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Comments  
 
 The two states’ underlying concern about gas-fired generators not being the highest 
bidders, described above, could prove to be true.1  However, the Alternative Proposal clearly 
conflicts with well-established policy and numerous precedents of the FERC on capacity 
releases.  As set forth in our January 22, 2014 memorandum, the essence of FERC policy is that 
a customer that acquires capacity from a pipeline cannot allow any other entity to use it, with the 
exception that the customer can sell it to others on a non-discriminatory basis in an auction to the 
highest bidder.  The details of the auction procedure must also comply with specific FERC 
standards. 
 
 The Alternative Proposal would, thus, require waiver of the FERC’s capacity release 
policy and precedents.  This policy has been an important aspect of FERC regulation for over 
two decades, and the FERC has been loath to grant exceptions for special circumstances.  To 
date, the FERC has granted waiver of only limited aspects of its policy, and then only in very 
limited situations.2   
 


We cannot predict with certainty how the FERC will react to the Alternative Proposal 
(and presumably, its implicit argument that a deviation from FERC policy is warranted by the 
urgent needs of New England electric customers and electric utilities).  However, it is certain that 
(a) there will be a significant burden to persuade FERC of a proposed deviation from its capacity 
release policy, (b) the Alternative Proposal reflects a fundamental deviation from that policy, and 
(c) the Alternative Proposal is likely to be subject to considerable protest.  As has been described 
to us, the New England states are interested in making progress on new infrastructure as 
expeditiously as possible.  Any proposal that brings forth considerable protest could have 
implications on timing.    
 
 The analysis above is limited to consideration of the Alternative Proposal.  As 
discussions move forward, please let us know if there are variations or further alternatives that 
may be helpful for us to assess against FERC policy and precedent.   


                                                
1  This analysis is limited to a legal assessment under FERC precedent and does not opine on whether and to what 


extent benefits would accrue to electric customers by virtue of increased gas capacity in New England, even if 
gas-fired generators are not the highest bidders on capacity constrained days. 


2  If so desired, we can provide further detail about the circumstances in which FERC has granted such limited 
waivers. 
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January 31, 2014 


 
PRIVILEGED AND CONFIDENTIAL 


 
MEMORANDUM 


 
TO:  NESCOE   
 
FROM: Phyllis G. Kimmel 
  
SUBJECT: Reaction to Electric Transmission Infrastructure Proposal 
______________________________________________________________________________ 
 
Question Presented and Conclusion 
 


The New England states are discussing the feasibility of issuing a Request for Proposals 
(“RFP”) for the development of new transmission facilities, with the goal of facilitating the 
delivery of clean energy from no- and/or low-carbon emission resources (e.g., hydro, wind) into 
ISO-NE’s wholesale energy market.  Although the RFP would not seek proposals for a bundled 
product of energy and transmission, the RFP would include a condition that cost recovery under 
the ISO-NE tariff (from all or a subset of transmission customers) would be contingent on the 
transmission developer demonstrating that a specified percentage (e.g., 90%) of the line’s 
capacity is devoted to delivery on a firm basis of clean energy.  Although not a requirement, the 
transmission developer could contract with clean energy resources to facilitate its meeting the 
RFP condition.   
 


The narrow question we have been asked to analyze is how FERC would view the 
imposition of this proposed condition.  For example, this analysis does not examine whether the 
proposal would violate state laws, such as any prohibitions relating to the control of or 
contracting for electric generation by transmission owners.1  The short answer is that this 
proposal would likely not be viewed as compatible with FERC’s long-standing ratemaking 
policies, including rules prohibiting bundling of transmission and generation rates and requiring 
for open access; nor would it appear viable under FERC’s more recent policies addressing 
merchant transmission developers and non-incumbent transmission developers.  Accordingly, for 
                                                
1   Depending on the prohibitions, this could limit the competitiveness of the RFP.   
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the proposal to have any likelihood of success, it would require a waiver of FERC’s policies, 
which would be difficult to obtain in the absence of stakeholder consensus.  The likely outcome 
of a FERC filing requesting approval for such an approach would be protracted litigation without 
a strong prospect for a favorable result. 
 
Analysis 
 


We are unaware of any cases where FERC has approved cost-based transmission rates 
contingent on a transmission line actually being used to deliver a specified percentage of firm 
power.  At a minimum, this approach would appear to require an amendment to the ISO-NE 
tariff, as the proposed condition is not currently a criterion for inclusion of transmission revenue 
requirements in the ISO-NE tariff.  The likelihood of success for this amendment at FERC is low 
in light of both existing policies and likely protests from certain market participants and 
stakeholders.  It is also unclear to us how it could work as a practical matter if the transmission 
developer does not contract with the energy resource.   


 
Moreover, the proposal as currently configured appears to be contrary to FERC’s rulings 


in its landmark Order No. 888.  The objective of Order No. 888 was to prohibit public utilities 
from using their monopoly power over transmission to unduly discriminate against others.  
Among other things, Order No. 888 required that public utility transmission providers provide 
transmission service to all interested customers on non-discriminatory basis, e.g., on the same or 
comparable terms and conditions (i.e., provide open access), and that public utilities separately 
state their rates for wholesale generation and transmission services (i.e., unbundle their rates).   


 
One fundamental and threshold concern with the proposal is that, because there is no 


separate agreement for the generation resource, the proposal could be viewed as rebundling 
transmission and generation rates, contrary to the unbundling requirement of Order No. 888.  
FERC has articulated this concern explicitly in recent orders.  For example, in Northeast 
Utilities/NSTAR, FERC held that there was no impermissible rebundling in that case “because 
both the transmission and generation services will be provided for under separate agreements and 
the rates will be separately stated.”2  The proposal as we understand it does not contemplate any 
such agreements, but rather cost recovery through the transmission tariff, and without a 
counterparty to the generation component, this would appear to be impermissible bundling.   


 
A second fundamental concern with the proposal is that it is consistent with neither 


FERC’s long-standing open access rules nor exceptions to those policies adopted in more recent 
years.  Order No. 888 required all public utilities that own, control or operate facilities used for 
transmitting electric energy in interstate commerce to file non-discriminatory open access 
transmission tariffs (“OATTs”) that contain minimum terms and conditions of non-
discriminatory service.  These transmission rates are cost-based, and the public utility 
transmission providers must provide access to the capacity of their transmission facilities on a 
non-discriminatory basis.   


                                                
2  Northeast Utilities Service Co. and NSTAR Electric Co., Order Denying Rehearing and Clarification, 129 FERC 


¶ 61,279 (2009), at P 19. 
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Over the past ten years, however, FERC has developed limited exceptions to these 


policies for (i) merchant transmission developers that assume the financial risk of a project and 
do not recover their costs from captive transmission customers and (ii) cost-based, participant 
funded projects by non-incumbent developers,3 where the developer grants usage rights to 
transmission capacity in exchange for financing of the project.  FERC clarified and refined its 
policies governing the allocation of capacity for new merchant transmission projects and new 
cost-based, participant-funded projects by non-incumbent developers in a Policy Statement 
adopted in January 2013.4  FERC stated that it will allow merchant transmission developers to 
negotiate directly with a subset of customers to reach agreement on key rates, terms and 
conditions for procuring up to the full amount of transmission capacity, so long as the developers 
broadly solicit interest in the project from potential customers, and satisfy the solicitation, 
selection and negotiation process criteria set forth in the Policy Statement.  FERC stated that it 
would also permit non-incumbent developers with cost-based, participant-funded projects to sell 
the full amount of transmission capacity to interested customers (at cost-based rates, which 
FERC reviews), so long as the developer complies with the solicitation, selection and negotiation 
process criteria.  


 
We do not believe that the proposal comports with FERC’s traditional open access rules.  


Because it will own transmission facilities, unless it meets certain exceptions (which it does not, 
as discussed below), the developer would need to offer all customers an equal opportunity to 
obtain capacity on that line, through the open access transmission tariff procedures.  By contrast, 
the proposal is that virtually all of the capacity of the transmission line would be used for the 
clean resource; thus, the developer cannot meet that open access requirement.   


 
Nor do we believe that the proposal fits under FERC’s exception for merchant 


transmission projects because FERC’s definition of merchant transmission hinges on the 
developer fully assuming the risk of the project, whereas the proposal contemplates that the costs 
will be recovered from ISO-NE transmission customers.  Similarly, the proposal does not fit 
under FERC’s exception for non-incumbent cost-based participant-funded funded projects 
because, in that scenario, the customer (presumably the generating resource) would finance all or 
some of the project.  Because the proposal runs directly contrary to FERC’s open access policies, 
we believe the likelihood of being able to obtain a waiver to be small.5  If FERC were to grant a 
waiver nonetheless, we note that once the project is energized (and possibly before), regardless 
of who the developer is, it will become a public utility subject to FERC’s open access 


                                                
3  FERC has defined a “nonincumbent transmission developer” as either (1) a transmission developer that does not 


have a retail distribution service territory or footprint; or (2) a public utility transmission provider that proposes 
a transmission project outside of its existing retail distribution service territory or footprint, where it is not the 
incumbent for purposes of that project.  Order No. 1000 at P 225. 


4  Allocation of Capacity on New Merchant Transmission Projects and New Cost-Based, Participant-Funded 
Transmission Projects, Priority Rights to New Participant-Funded Transmission, Final Policy Statement 142 
FERC ¶ 61,038 (2013) (“Policy Statement”). 


5  One consideration to bear in mind is that in evaluating the proposal, the Commission will likely consider it 
against the backdrop of the cost allocation principles it adopted in Order No. 1000. 
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requirements, including the obligation to expand its system, if necessary, to provide transmission 
service.6    


 
  Finally, public utility transmission providers are entitled to cost recovery under long-


standing FERC and court precedent, and a proposal where cost recovery for transmission only 
occurs if energy is delivered is flatly inconsistent with those principles.  We understand that the 
proposal is a concept and there are not firm details about it at this time, but we believe that FERC 
would be highly suspect of, it not hostile to, a proposal under which the developer would recover 
all (or even most) of its fixed costs through a usage-based energy charge.  For example, FERC 
would likely view this as an unlawful “rate tilt” because, among other things, such a rate design 
would result in consistently and relatively high-usage customers, such as New England towns 
and cities in the winter or industrial customers, subsidizing lower volume or intermittent 
customers.7  Because transmission customers would end up paying different rates and because of 
this potential subsidization, this would be viewed as in violation of the Federal Power Act’s 
requirement that transmission rates may not be unduly discriminatory or preferential.   
 


In conclusion, the proposal as we understand it would not likely be viewed favorably by 
FERC under several core policies.  We expect that this proposal would generate a significant 
amount of opposition by generators and transmission customers, among others. A likely outcome 
is that any FERC filing would be tied up in litigation for quite some time and, even if such 
litigation is unsuccessful, the project could be substantially delayed. 


                                                
6  Policy Statement at P 22. 
7  See, e.g., Electricity Consumers Resource Council v. FERC, 747 F.2d 1511 (D.C. Cir. 1984). 






CONFIDENTIAL DRAFT FOR DISCUSSION

TRANSMISSION PROCUREMENT ACTIVITY TIMELINE





Rebundling Approach



This draft schedule for discussion is based on the states’ target goal of releasing a draft RFP for public comment on February 21, 2014.  This draft schedule does not account for complexities in the NEPOOL process and/or litigation before FERC that could arise in connection with the assumed rebundling path. 



		Activity

		Timeline
(Days)

		End Date

		NEPOOL



		1. Public Announcement of Process

		Completed

		-

		NEPOOL Process

[bookmark: _GoBack]



		2. Create Procurement Team (PT) & Legal Subteam 

		-

		-

		



		3. Develop RFP, project criteria & threshold review criteria

		-

		February 21

		



		4. Public comment period on RFP. 

		(Feb 21)
10 Days 

		March 3

		



		5. Consider Public Comments and incorporate any associated revisions to project criteria, threshold review criteria, the RFP, and the draft RFP contract

		14 Days

		March 17

		



		6. Announce RFP & Release to Bidders

		6 Days 

		March 23

		



		7. Informational Q&A Session

		10 Days

		April 2

		



		8. Accept written only questions – email only

		10 Days

		April 12

		



		9. Post questions & answers on website

		15 Days

		April 27

		



		10. Proposal due dates

		10 Days

		May 7

		



		11. Bidder presentation to PT on follow-up questions. 

		20 Days

		May 27

		



		12. PT Identifies Preferred Projects 

		30 Days

		June 26

		Not Applicable



		13. Notification of Finalist 

		5 Days

		July 1

		



		14. Finalize NEPOOL Tariff Language 

		10 Days

		July 11

		



		15. Prepare Submission for FERC and approval

		60 Days

		September 12

		









(a) The development of this proposed is complex and may require additional time for NEPOOL process.



*Once the RFP is released, conducting the bid evaluation process in accord with the illustrative timeline is critical. This proposed timeframe balances the need for transparency and fairness with customary commercial practices.



Further, any legal challenge to a regulatory authority’s contract approval could stall the selected developer’s access to financing during the pendency of any action and create lengthy delays.






DRAFT CONFIDENTIAL FOR DISCUSSION

JANUARY 2014







Transmission and Supply Approach



This draft schedule for discussion is based on the states’ target goal of releasing a draft RFP for public comment on February 21, 2014. This draft schedule does not contemplate timeframes associated with obtaining authority in connection with PPAs, which authority (aggregate state procurement authority in particular) could influence the number and quality of bids received.  If states’ discussions lead to a different sequence (aggregate authority for some threshold quantity followed by procurement) this timeline would be reworked. 



		Activity

		Timeline
(Days)

		Cumulative from Start (Months)**



		1. Public Announcement of Process

		Completed

		Begin



		2. Create Procurement Team (PT) & Legal Subteam 

		-

		



		3. Develop eligible project and threshold review criteria, RFP, & draft contract

		-

		Feb 21



		4. Public comment period on the RFP & draft RFP contract 

		10 Days

(Feb 21)

		March 3



		5. Consider Public Comments and incorporate any associated revisions to project criteria, threshold review criteria, the RFP, and the draft RFP contract

		14 Days

		March 17



		6. Announce RFP & Release to Bidders

		6 Days

		March 23



		7. Informational Q&A Session

		10 Days

		April 2



		8. Accept written only questions – email

		10 Days

		April 12



		9. Post questions & answers on website

		15 Days

		April 27



		10. Proposal due dates

		10 Days

		May 7



		11. Selection of short-listed bidders by PT based on Scorecard 

		30 Days

		June 6



		12. Notification to Short-List bidders

		5 Days

		June 11



		13. Bidder presentations to PT with follow-up questions

		15 Days

		June 26



		14. PT Identifies Preferred Projects 

		30 Days

		July 26



		15. Notification of Finalist 

		5 Days

		July 31



		16. [bookmark: _GoBack]Negotiate & Execute Contract(s); 
Finalize ISO-NE OATT language (if needed)

		60 Days

		October 1



		17. Prepare Submission for PUC review 
(and FERC, if needed)

		30 Days

		November 1



		18. PUC review of Contract & Cost Recovery 
(and FERC, if needed)

		60 Days

		January 1, 2015











**Once the RFP is released, conducting the bid evaluation process in accord with the illustrative timeline is critical. This proposed timeframe balances the need for transparency and fairness with customary commercial practices.



Further, any legal challenge to a regulatory authority’s contract approval could stall the selected developer’s access to financing during the pendency of any action and provide lengthy delays to the schedule.










DRAFT CONFIDENTIAL FOR DISCUSION

January 2014

Regulatory Timelines for Transmission and Gas Infrastructure Improvements



This draft for discussion reflects the states’ desire to align the transmission and pipeline infrastructure initiatives.  To the extent that such alignment was not an objective, the natural gas pipeline schedule could be accelerated.  The transmission pathway assumes the transmission plus PPA approach.  The transmission rebundling approach could be executed more quickly in theory (PPA element that has some authority issues is eliminated) but controversy over rebundling could extend a NEPOOL process and/or litigation.



		Transmission

		

		

		Gas

		

		NEPOOL



		Decide type of RFP (T with deliverability req. vs. T & Power joint)

		Now to Feb 14

		

		Determine size of pipeline, MMCFD

		March 15

		G/E WG involved



		RFP Process (see separate timeline)

		Feb 21 – Oct 1

		

		Negotiation with pipelines or RFP to select project.  Project selection, and contract development[footnoteRef:1] [1:  As a point of reference one pipeline has indicated that pipeline commitments during Q1 or early Q2 would align with their business plan] 


		March 15 to Oct 1

		NEPOOL process to develop tariff language and get stakeholder buy-in simultaneous with project selection



		States seek authority for power purchase (concurrent with RFP process)

		Now - July 31

		

		

		

		



		Announcement of Project

		July 31

		

		Announcement of Project

		July 31

		



		[bookmark: _GoBack]NEPOOL process and development of FERC Filings.  PPAs signed.

		Aug -October

		

		Development of FERC Filings

		Aug -October

		



		FERC Filing by Transmission Developer/ISO-NE

		Nov 1

		

		FERC Filings by Gas Pipeline and ISO-NE

		Nov 1

		



		FERC/PUC review of Contract & Cost Recovery 

		Nov 1 to Jan 31

		

		FERC review of Gas Filing & ISO-NE Tariff Schedule

		Nov 1 to Jan 31
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Flow from Canada in January 2014

[bookmark: _GoBack]

Some recent spot checks on interface flow data led us to look at the entire month to get a better picture of what was flowing into NEPOOL from Canada.  The graphs below show real time flow by hour over all three Canadian interfaces: Phase I/II, New Brunswick and Highgate.



The first graph is for the timeframe January 1 – 28.  The second expands one portion of the graph to focus on the most recent cold period of January 20-25.  















As can be seen, there are times when the lines are not full.  Any time Phase I/II falls below 1200, it can be assumed that HQ chose not to send energy to New England. These drops correspond most closely with the times of the morning ramp up and the early evening peak, the two times when the New England System needs the power the most.  It is not possible to tell why these flows dropped from the data.  It could be that the price in NY was better than New England; it could be that HQ needed the power for its own needs and did not have excess.



Also note the drops on Highgate.  The flow on Highgate is from what we understand to be a firm 220 MW contract.  NESCOE does not have the terms of that contract and does not know if the flow levels were within the terms but the cuts raise concerns. 

 

Finally, it should be noted that flows form New Brunswick are highly volatile and at the beginning of the month, New England was actually exporting contract to New Brunswick.

Hourly MWH Flows from Canada to New England,

January 1 - January 28, 2014 
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January 20 - January 25, 2014

Phase I/II	1300.0	1300.0	1300.0	1300.0	1100.0	950.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1327.0	1327.0	1400.0	1327.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1300.0	1100.0	651.0	651.0	1104.0	1294.0	1386.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	917.0	811.0	1011.0	794.0	777.0	1098.0	1239.0	1354.0	1400.0	1400.0	1400.0	1400.0	1363.0	1400.0	961.0	796.0	926.0	1128.0	1227.0	1171.0	1251.0	1400.0	1400.0	1400.0	1258.0	1028.0	747.0	951.0	1144.0	1400.0	1271.0	1400.0	1400.0	1376.0	1400.0	1400.0	1400.0	1400.0	1364.0	1364.0	1370.0	1370.0	1204.0	1196.0	1364.0	1364.0	1364.0	1364.0	1003.0	651.0	549.0	570.0	622.0	622.0	780.0	1201.0	1400.0	1400.0	1400.0	1400.0	1387.0	1375.0	1149.0	1150.0	1125.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1146.0	1221.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1400.0	1300.0	1250.0	1250.0	125	0.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	1250.0	Highgate	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	193.0	20.0	20.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	0.0	0.0	0.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	20.0	45.0	218.0	20.0	20.0	20.0	20.0	218.0	218.0	218.0	218.0	218.0	20.0	20.0	20.0	20.0	20.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	0.0	0.0	0.0	0.0	0.0	218.0	218.0	218.0	218.0	0.0	22.0	20.0	0.0	0.0	0.0	0.0	0.0	20.0	218.0	218.0	218.0	218.0	218.0	218.0	0.0	0.0	0.0	0.0	0.0	218.0	218.0	218.0	218.0	218.0	218.0	0.0	0.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	218.0	NB	800.0	800.0	800.0	800.0	800.0	784.0	698.0	761.0	762.0	750.0	726.0	758.0	757.0	800.0	787.0	775.0	748.0	752.0	800.0	780.0	800.0	800.0	800.0	800.0	798.0	798.0	800.0	672.0	595.0	470.0	543.0	615.0	614.0	800.0	798.0	796.0	799.0	799.0	798.0	798.0	471.0	469.0	521.0	529.0	540.0	563.0	607.0	687.0	701.0	657.0	614.0	538.0	459.0	526.0	380.0	346.0	315.0	700.0	368.0	660.0	650.0	635.0	618.0	609.0	454.0	441.0	443.0	442.0	442.0	443.0	767.0	667.0	486.0	486.0	559.0	558.0	483.0	482.0	302.0	392.0	414.0	233.0	204.0	199.0	439.0	464.0	452.0	446.0	381.0	338.0	405.0	289.0	297.0	404.0	650.0	455.0	581.0	517.0	547.0	555.0	609.0	569.0	443.0	271.0	347.0	662.0	606.0	650.0	688.0	663.0	674.0	469.0	295.0	314.0	548.0	627.0	622.0	702.0	734.0	654.0	689.0	659.0	608.0	602.0	567.0	515.0	555.0	573.0	594.0	647.0	647.0	726.0	771.0	767.0	781.0	800.0	800.0	800.0	800.0	800.0	800.0	800.0	800.0	800.0	


CONFIDENTIAL DRAFT 

Transmission Project Developer Models – Definitions

January 2014 



Merchant Model

· Transmission developer bears project cost and capacity subscription risk

· Project may be designed before subscribers are known

· Merchant transmission developers solicit participants through a “capacity subscription” process

· The capacity subscription process must pass a FERC four-factor test to gain negotiated rate authority:

1) Rates are just and reasonable, 

2) No undue discrimination, 

3) No undue preference to affiliates, and 

4) Preserve regional reliability and efficiency



Cost Based Participant Funded Model

· Capacity rights sold to a discrete set of Participants in exchange for cost-based funding

· FERC approves the cost-based formula rate (under cost of service principles) to be paid by Participants 

· Participants may be a single party or multiple parties

· Capacity rights can be bundled with energy supply through a power sales agreement between the participant and the transmission owner 

· Participant assumes the risk of cost overruns 



Regionalized 

· Costs recovered from RNS customers (load) through the ISO-NE tariff

· For example, reliability projects in Regional System Plan





		

		Price to User

		Attributes

		Examples



		Merchant



		Negotiated

		Subscription based

		TDI Champlain, Cross Sound Cable



		Participant Funded

		Cost-based

		- Can be bundled with power sales agreement between participant & transmission owner

- Or generator interconnect in New England

		Northern Pass (NU + HQ)



		Regionalized

		Cost-based

		

		Reliability or Public Policy (Order 1000)
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		PATH

		BENEFITS

		ISSUES 



		

		

		



		RFP T-Only 

(no delivery req’t.)

		· No state authority impediment

· Provides truest T-only cost

· Allows for economic dispatch benefits to be achieved

		· Delivery risk (“bridge to no where”)



		RFP T-Only 

(w/ delivery req’t.)

		· No state authority impediment

· Provides T-only cost

· Allows for firm dispatch benefits to be achieved

· Limited delivery risk

		· FERC precedent issues. See legal analysis

· Requires ISO-NE consent to file and include its tariff. ISO-NE view forthcoming



		RFP T-only contingent on future PPA’s being in effect

		· No state authority impediment

· Provides T-only cost

· Allows for firm dispatch benefits to be achieved

· Negotiation of PPA’s left to those who wish to buy power

·  Limited delivery risk

		· Delay in moving forward T

· Bidders may add risk premium (cost implications) for option value (authority in question)

· Risk that T falls through based on PPA authority and/or negotiations





		RFP combined PPA&T contingent on new laws being passed

		· Would allow process to move forward 

· Provides all-in cost discovery

· Allows for firm dispatch benefits to be achieved

· Limited delivery risk

		· Delay in moving forward T

· Bidders may add risk premium (cost implications) for option value (authority in question)

· Separation of price from PPA/T-only may prove to be difficult

· [bookmark: _GoBack]If any authorizing statute departs from RFP, could have to rerun 



		Wait for new laws to be in-place then run RFP for PPA&T

		· Same as previous path 

· Increase bidder confidence that RFP will result in a deal

· Removes all contingency concerns

		· Move forward in summer rather than now

· Separation of price from PPA/T-only may prove to be difficult 





		RFP T-only w/ contingent and non-contingent pricing

		· Allows for pricing to evaluate delivery risk

· Provide option price to determine cost of waiting for PPA authority 



		· Possible impact on next RFP shortly after if RFP does not transact 



		RFI non-price T-(action pending authority for PPAs)

		· Identifies volume of bidders and time frame of possible projects that could transport low carbon energy

· Allows for some process to move forward pending authority to procure power  

		· Information bidders provide may be overly optimistic 

· Would not obtain pricing information











as deliverability, which means something else). Same on lawyer review - please be in touch with Jason 
Marshall, and the firm will answer questions Thursday. ISO is also considering this proposed way 
forward and will offer a view Thursday. (doc label: "MBO_Transmission...")

3) Draft RFP timeline under rebundled approach: For discussion. Schedules can do anything you 
want them to do within reasonable parameters for market participants and evaluators. (doc label "trans 
only...")

4) Draft RFP timeline for T plus power: For discussion. Same comment. (doc label: "Timeline T + 
Supply")

5) Draft regulatory timeframes for Trans and Gas: For discussion. lllustrative regulatory path/times 
for both Trans and Pipe, assuming state interest in establishing common timeframe (gas pipe time 
extended to line up with transmission timeframe). (doc label: "Gas + T timelines")

6) Information on Use of Current Ties to Canada during Jan 2014: Response to request for info 
about how much current transmission to Canada was used in January, as a representative sample. 
This was in response to ISO stating that if states wanted to increase some firm low/no carbon power 
now, that could be done without investing in new transmission. (doc label: "Current T - Flow...") Call 
Dorothy Capra if talking through the graphs would be helpful. 

7) Transmission Development Definitions/Characteristics: At the last meeting there was a some 
cross talk based on terms and definitions. This one pager is a useful reference in case it is helpful. 
(doc label: "T Dev Define..")

8) Matrix of potential ways forward on electric side solicitation: In preparing the RFPs and other 
docs, we found ourselves talking past each other now and then with regard to what exactly would be 
procured, how and some implications. This informal and not comprehensive matrix helped us. We 
thought it might help your thinking and discussions too. (doc label: "path matrix")

Thanks to NESCOE staff for collective efforts to accelerate delivery of these documents. It's a privilege 
to listen to the team's dialogue, based on their diverse experience, in working to advance the direction 
you provide. 

Heather Hunt
Executive Director
New England States Committee on Electricity
Office:  413-754-3749
Mobile: 203-610-7153
HeatherHunt@nescoe.com
www.nescoe.com

This transmittal may be a confidential communication. If it is not clear that you are the intended 
recipient, you are hereby notified that you have received this transmittal in error; any review, 
dissemination, distribution or copying of this transmittal is strictly prohibited. If you suspect that you 
have received this communication in error, please notify us immediately by telephone at 1-413-754-
3749, 1-203-610-7153 or e-mail at HeatherHunt@NESCOE.com and immediately delete this message 
and all its attachments.

mailto:HeatherHunt@nescoe.com
http://www.nescoe.com/
mailto:HeatherHunt@NESCOE.com
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Flow from Canada in January 2014 
 
Some recent spot checks on interface flow data led us to look at the entire month to 
get a better picture of what was flowing into NEPOOL from Canada.  The graphs 
below show real time flow by hour over all three Canadian interfaces: Phase I/II, 
New Brunswick and Highgate. 
 
The first graph is for the timeframe January 1 – 28.  The second expands one portion 
of the graph to focus on the most recent cold period of January 20-25.   
 

 
 
 

 
 
 
As can be seen, there are times when the lines are not full.  Any time Phase I/II falls 
below 1200, it can be assumed that HQ chose not to send energy to New England. 
These drops correspond most closely with the times of the morning ramp up and 
the early evening peak, the two times when the New England System needs the 
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power the most.  It is not possible to tell why these flows dropped from the data.  It 
could be that the price in NY was better than New England; it could be that HQ 
needed the power for its own needs and did not have excess. 
 
Also note the drops on Highgate.  The flow on Highgate is from what we understand 
to be a firm 220 MW contract.  NESCOE does not have the terms of that contract and 
does not know if the flow levels were within the terms but the cuts raise concerns.  
  
Finally, it should be noted that flows form New Brunswick are highly volatile and at 
the beginning of the month, New England was actually exporting contract to New 
Brunswick. 


