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FERC Seeks Supply Chain Protection Against Cyber Threats

By Michael Brooks

Two malware campaigns against vendors of
industrial control systems have prompted
the Federal Energy Regulatory Commission
to propose the development of a new relia-
bility standard.

FERC issued a notice of proposed rulemak-
ing last week that directs the North Ameri-
can Electric Reliability Corp. to develop crit-
ical infrastructure protection (CIP) rules for

Talen Entering NYISO,
Expanding in
ISO-NE in $1.2B Deal

By Rich Heidorn Jr.

Talen Energy announced its first post-
spinoff acquisition Monday, agreeing to
spend $1.175 billion to purchase 2,500 MW
of combined-cycle generation that expands
the company’s presence in ISO-NE and
marks its entry into NYISO.

The company, which completed its spinoff
from PPL and Riverstone Holdings on June
1, announced it will acquire three genera-
tors from MACH Gen: the 1,080-MW New
Athens plant in Athens, N.Y.; the 360-MW
Millennium plant in Charlton, Mass.; and the
1,092-MW New Harquahala plant near To-
nopah, Ariz.

The key to the deal for Talen is the two
plants in NYISO and ISO-NE, regions in
which the company had previously said it
was setting its sights. The acquisition will
increase its geographic diversity, reducing
PJM’s share of its fleet from 83% to 71%
while doubling ISO-NE’s share to 2%.

It also reduces its dependence on coal and
nuclear power, with coal’s share of the fleet
dropping from 40% to 34% while natural gas
increases from 22% to 33%.

All of those numbers will change as a result
of the company’s need to divest 1,300 MW

Continued on page 16

supply chain management to respond to
risks to communication networks and relat-
ed Bulk Electric System (BES) assets (RM15-
14).

“This new type of malware campaign is
based on the injection of malware while a
product or service remains in the control of
the hardware or software vendor, prior to
delivery to the customer,” FERC said. The
supply chain rules would be part of a revised
standard, CIP-006-6 (Physical Security of
BES Cyber Systems).
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RGGI provides substantial economic benefits and
has not raised prices or impaired reliability, accord-
ing to an independent study. p.12

(Graphic source: EIA)
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The NOPR seeks comment on that and six
other updated CIP standards:

Trojan Horse Viruses

The two malware threats that prompted
FERC's concern are Trojan horse viruses
planted in industrial control systems, such
as supervisory control and data acquisition
(SCADA) and programmable logic control-

Continued on page 25
SPP Board, Members

Frustrated over Tx
Project Overruns

By Rich Heidorn Jr.

SPP Director of Planning Antoine Lucas makes a
presentation to the Markets and Operations Policy
Committee as board members Harry Skilton and
Phyllis Bernard (front row) listen. (Source: SPP)

KANSAS CITY — SPP members approved
four over-budget transmission projects and
sent three others back to the drawing board
last week amid widespread criticism of the
process used to estimate project costs.

Of 30 committed projects resulting from
the 2015 near-term (ITPNT) and 10-year
(ITP10) planning processes, 23 are facing
cost estimate increases exceeding 30%, SPP
officials told the Markets and Operations
Policy Committee last week. Three projects
are coming in more than 30% below esti-
mates with only four within the 30%
“bandwidth.”

Describing a 152% increase on the Hobart-

Continued on page 8
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SPP Members Reluctantly OK Day-Ahead Change

By Tom Kleckner

KANSAS CITY — SPP’s Markets & Opera-
tions Policy Committee voted to move the
deadline for day-ahead market offers up 90
minutes to 9:30 a.m. CT, following a lengthy
discussion about whether the benefits justi-
fied the change and its price tag.

The committee approved the recommenda-
tion by the Gas Electric Coordination Task
Force by voice vote.

Assuming approval by the Board of Direc-
tors and the Federal Energy Regulatory
Commission, SPP will post day-ahead re-
sultsat 2 p.m. CT, up from 4 p.m. It also
shortens the reoffer period to 45 minutes,
with reliability unit commitment (RUC) of-
fers due at 2:45 and results posted by 5:15.

The Tariff changes are a first step in comply-
ing with FERC’s Order 809, which moved
the timely nomination cycle deadline for gas
to 1 p.m.CT from 11:30 a.m. and added a
third intraday nomination cycle (RM14-2).
The commission ordered RTOs to adjust the
posting of their day-ahead energy market
and reliability unit commitment process
results “sufficiently in advance” of the re-
vised gas cycles, or explain why it is not suit-
able for their markets.

‘Very Little Gain’

SPP’s northern members voiced their con-
tinued opposition to the recommendation,
saying the adjustments did little to increase
the knowledge of next-day gas prices.

“Most winter gas doesn’t trade until 10
p.m.,” said the Omaha Public Power Dis-
trict’s Troy Via.

“I'm really surprised we went down this
route,” said Lincoln Electric System’s Dennis
Florom. “We see very little gain. We're mak-
ing a lot of adjustments, but we’re not get-
ting the key benefit — a timely nomination.
By making this adjustment, we are moving
further away from the next operating day.”

The Nebraska Public Power District’s Paul
Malone, the MOPC's vice chair, noted that
while the GECTF’s recommendation was
approved by four lower stakeholder groups,
the votes were far from unanimous. The
Market Working Group, for example, voted
7-5 infavor with five members abstaining.
(See SPP Moving to 9:30 Day-Ahead Close.)

Malone contended FERC’s order was in-
tended to address “critical” gas days.

“This is a change for all days,” Malone said.
“The real value we see is better pricing dis-
covery. To get a half-hour change ... we're
just struggling with that.”

The revised timeline would not provide day-
ahead market results before the 1 p.m.CT
nomination deadline, but it would provide
30 minutes before the Intraday 2 nomina-
tion. RUC results would be available 45
minutes before the 6 p.m. evening gas nomi-
nation.

Enhanced Combined-Cycle Project

In presenting the GECTF’s recommenda-
tion, Oklahoma Gas & Electric’s Jake
Langthorne said the changes would provide
an opportunity to use the evening gas nomi-
nation period and provide some price for-
mation in the morning before the day-ahead
market closes.

Langthorne also said the move would allow
for continued progress with the enhanced
combined-cycle project, an effort to provide
more sophisticated modeling that captures
such plants’ flexibility. The board last year
suspended work on the project until after
the Integrated System entities join the RTO
as full members in October, allowing time
for a more thorough cost-benefit study. (See
Combined-Cycle Model’s Cost, Benefit Uncer-
tain.)

SPP has estimated it will take approximately
$1.5 million and 14 months to implement
the schedule changes next year, which
would require new software.

Time for Publication

Submission of Day-Ahead
ISO/RTO  of Bids (CCT) Commitments
NYISO* 4:00 a.m. 10:00a.m.
ISO-NE* 9:00a.m. 12:30p.m.
PJM 9:30 a.m. 12:30p.m.
MISO 10:00a.m. 1:00 p.m.
ERCOT"® 10:30a.m. 1:30 p.m.
SPP 9:30a.m. 2:00 p.m.
CAISO* 12:00 p.m. 3:00 p.m.

Revised market timing. (*No change)
(Source: MISO)

SPP Director of System Operations Sam
Ellis said “almost 100%” of the spending on
the scheduling change would also benefit
the ECC project.

“I think $1.5 million is more than enough
money,” Ellis said. “Both projects are invest-
ments in reducing the market-clearing en-
gine’s solution time.”

Dogwood Energy’s Rob Janssen, a member
of the task force, seemed to sway some
minds when he expressed a similar long-
term view.

“I'm always concerned about costs, but I'm
comfortable with this after discussions with
staff,” Janssen said. “The staff believes this
will improve the market over time. While
$1.5 million shows up as a red light, it would
be hidden over time the next three to five
years. We might as well make the invest-
ment and get some value for gas-electric
coordination in response to FERC’s order.”

Midwest Energy’s Bill Dowling suggested a
shorter RUC process to get gas nominations
in as early as possible for the next day. He
added, “l do find it compelling to spend some
of this money on the ECC project.”

“I'm really surprised we went down this route. We see very little gain.”

Dennis Florom, Lincoln Electric Systems
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FERC Rejects Rehearing on SPP Congestion Rights; Accepts Compliance Filing

By Tom Kleckner

The Federal Energy Regulatory Commission
last week rejected multiple requests for
rehearing of its October 2014 order finding
fault with SPP’s interpretation of long-term
congestion rights (LTCRs).

SPP had joined with Kansas City Power &
Light to request a rehearing in November.
Also requesting re-

hearing were five

ty,” FERC said. “Z2 credits up to the cost of
the facility may be a reasonable incentive
for some market participants to sponsor
upgrades ... However, the Attachment Z2
credits would not serve as an incentive for
financial entities that fund transmission
projects to sponsor any upgrades because
the most they could receive is their initial
investment with no opportunity to make a
profit.”

transmission-
rce A
dependent utilities. Source .
FERC did conditionally congestion
accept SPP’s January -
compliance filing, say-
ing the RTO had par- —_—
tially complied with the
October order (ER14- DA LOCEﬁOﬂB'
2553).
In the October order, PflCE “‘MP): $20
FERC ruled that SPP’s .
response to Order 681 (Source: SPP)

did not meet the or-

der’s requirement that long-term transmis-
sion rights made feasible by transmission
upgrades or expansions must be available to
any party that pays for the improvements
under prevailing cost-allocation methods.

The commission said SPP’s proposal did not
grant LTCRs to “any party’ that funds up-
grades,” but instead awarded transmission-
service revenue credits, “which are only
available to transmission service customers
and are not based on the value of conges-
tionrevenue.”

FERC also found SPP’s filing did not fully
comply with Order 681’s requirement that
load-serving entities have priority over non-
LSEs in the allocation of long-term firm
transmission rights supported by existing
capacity.

No Opportunity for Profit

In denying SPP’s request for rehearing, the
commission said it disagreed with the RTO’s
contention that Attachment Z2 credits are
“reasonable equivalents to LTCRs for finan-
cial entities.”

“SPP’s Attachment Z2 crediting process
awards transmission service revenue cred-
its up to the cost of the facility, but the value
of a LTCR could exceed the cost of the facili-

The commission also denied SPP and
KCP&L'’s claims that the October 2014 or-
der questioned the justness and reasonable-
ness of Attachment Z2. “SPP’s decision to
use Tariff language that already existed in a
prior context” to satisfy Order 681’'s re-
quirements, FERC said, did not absolve the
commission of its responsibility to deter-
mine whether the proposed language is just
and reasonable.

FERC also denied a rehearing request by the
City of Independence, Mo., Kansas Power
Pool, Missouri Joint Municipal Electric Utili-
ty Commission, Missouri River Energy Ser-
vices and West Texas Municipal Power
Agency (filing as TDU Intervenors).

The group expressed concern that adoption
of a nomination process will not ensure LSEs
obtain sufficient LTCRs. The commission
said that SPP’s use of a nomination process
before the simultaneous feasibility test
“addresses TDU Intervenors’ concerns and
render their proposed revisions unneces-
sary.”

The commission added that the intervenors
failed to demonstrate how SPP’s process
would result in their being unable to nomi-
nate LTCRs at a level equal to their
“reasonable needs.”

www.rtoinsider.com

DA Locational
Price (LMP): 530

Compliance Filing

Boston Energy Trading and Marketing pro-
tested SPP’s proposal to provide incremen-
tal LTCRs, in lieu of revenue credits, to enti-
ties that fund upgrades. SPP proposed net-
work upgrades costs of $5 million or more
be compensated with candidate incremental
LTCRs, if elected, but Boston Energy said
that inclusion is contrary to Order 681 and
more restrictive than other ISOs and RTOs.

FERC conditionally
accepted SPP’s pro-
posal for awarding
. incremental LTCRs but
- ‘?_ S required it to remove

e = the $5 million thresh-

= old.
r b ‘
FERC also directed

SPP to separate the
provision of incremen-
tal LTCRs from the
proposed nomination
process and to estab-
lish a new process
providing incremental
LTCRs when the sponsored upgrade goes
into service.

Sink B

The commission also asked SPP to inform
FERC whether the LTCRs’ initial allocation
will be implemented in the 2016 ARR/TCR
year, and to explain how its process will
treat the provision of LTCRs and incremen-
tal LTCRs for network upgrades funded
through a combination of rolled-in transmis-
sion rates and directly assigned charges.

The American Wind Energy Association and
the Wind Coalition had requested clarifica-
tion on how the LTCR process will affect
future transmission in the RTO’s planning
and interconnection processes.

They also requested clarification on how
incremental LTCRs resulting from transmis-
sion capacity created by upgrade sponsors
would impact transmission service custom-
ers.

FERC responded by saying SPP’s compli-
ance filing showed its transmission-planning
process “ensures the continued long-term
feasibility of awarded LTCRs and incremen-
tal LTCRs, and therefore has complied with
the transmission planning and expansion
requirements of Order 681.”
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Z2 Project Team Still Grappling with Problem’s Size

By Tom Kleckner

KANSAS CITY — SPP’s Z2 credit project,
years in development and the source of
much member frustration, is on track to be
completed in 2016. But those involved say
they can’t estimate the size of the bills SPP
may be handing out as a result.

“We don’t know if this is a bread box or a
semi-trailer yet,” said Dennis Reed, chair of
the Regional Tariff Working Group, who
briefed the Markets and Operations Policy
Committee last week.

The purpose of the project is to create soft-
ware that would properly credit and bill
transmission customers for system up-
grades under Tariff attachment Z2. The
problem has been trying to avoid over-
compensating project sponsors and include
away to “claw back” revenues from mem-
bers who owe SPP money for other reasons.
Accounting for transfers of reservations has

also been a challenge.

“This policy decision was made 10 years ago
...we didn’t plan for [the bills] to build up
over time,” said Kansas Power Pool’s Larry
Holloway, one of several members express-
ing frustration. “| asked SPP at the time if
they had enough Commodore 64s to get this
done, and they said they did.”

Reed, director of FERC compliance for
Westar Energy, said his group and SPP staff
are working to estimate the amount of cred-
iting, but he noted an accurate number can’t
be made until the software is completed.

“We have to go through the bulk of the pro-
cess before we know what the numbers will
be,” explained SPP Chief Operating Officer
Carl Monroe.

Reed said possible methods of phasingin
catch-up payments are also being devel-
oped.

Reed said installment payments would help
“the smaller entities who don’t have big

budgets — say asmall city — that all of a
sudden [are] faced with a huge bill.”

Reed said the RTWG would bring back some
ideas to the October MOPC meeting that
“may or may not require” a Tariff filing.

Accenture, which helped SPP implement the
Integrated Marketplace on time and on
schedule last year, has been hired to man-
age the Z2 project. The company expects to
have a production-ready system built and
tested by the end of January 2016.

Following the system’s implementation, SPP
will begin the process of calculating past
billings and payments, billing customers and
paying those who funded network up-
grades. Monthly billing will be a change for
current long-term service customers.

“The number is going to come out. We can’t
predict it, but the cloud of uncertainty is
there,” said Aundrea Williams of NextEra
Energy Resources. “| need to get ready for
the number and to start planning for it.”

Markets and Operations Policy Committee Briefs

Members Back Change to ARR
Allocations to Solve Underfunding

KANSAS CITY — SPP’s Markets and Opera-
tions Policy Committee voted last week to
change the annual auction revenue rights
allocation system capacity to better match
the annual transmission congestion rights
(TCR) auction and reduce underfunding.

Acting on arecommendation by the Market
Working Group, the MOPC changed the
percentage for the ARR allocation from the
original 60% of system capacity to 80% for
the seasonal, or shoulder, months. The per-
centages are unchanged for June (100%)
and July-September (90%). The modified
revision request will now go before the
Board of Directors for final approval.

Those pushing the 60% allocation for sea-
sonal months said it was an aggressive num-
ber and would solve the TCR markets’ un-
derfunding problem, but they recognized it
would cause problems for some market par-
ticipants.

SPP “staff felt it was really struggling to get
this change in,” said Debbie James, SPP’s
manager of market design. “While 80% is an

ARR Holders

Auction Revenue

incremental improvement, we really need to
get rid of the carry forward. We need to
match them up.” (Unsettled ARRs are car-
ried forward to be settled in the monthly
processes.)

In opposing the original 60% allocation, Xcel
Energy’s Bill Grant said, “We thought 100%

to 60% was overkill. Eighty percent is prob-

ably a better number in our minds.”

“I'm leery about making a change on the fly,”
said Bill Dowling of Midwest Energy. “Eighty
percent will still mitigate the problem, but
it’s not a perfect fix.”

An ARR is a financial right that entitles the
holder to a share of the auction revenues
generated in the TCR auctions or the right
to convert theminto TCRs. ARRs were origi-
nally designed to be allocated in the annual

process, meaning the full system capacity
was allocated and only new entitlements
were offered in the monthly allocation. In
2012, however, FERC required the monthly
process be available to all existing candidate
ARRs. However, updates to the full annual
allocation were not made after the FERC
order, resulting in the mismatch between
percentages of ARRs and percentages of
TCRs.

Under the current market design, ARRs are
allocated based on 100% of system capacity,
while TCRs are primarily awarded at 60% to
90%. That has made annual ARRs infeasible,
as less available capacity is carried forward
to the monthly processes. Many of the pre-
viously infeasible annual ARRs are still in-
feasible in the monthly process. Infeasible
capacity held by these ARRs is guaranteed
through limit expansion and goes to either
the ARR holder as an ARR self-convert or
another TCR auction participant.

The MWG recommendation will settle or
convert all annual ARRs during the annual
process. No ARRs would be carried forward,
and infeasible TCRs would be reduced. All

Continued on page 5
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Continued from page 4

residual capacity would still be allocated
and auctioned in monthly processes.

The MOPC had an easier time approving the
MWG'’s Revision Request 93 (Market Regis-
tration and Timeline Changes), which cleans
up Tariff language and makes it easier to
dispatch generation in the SPP footprint,
and RR 99 (STRUC With QS Carve Out),
which provides more accurate operational
information than the current intraday relia-
bility unit commitment process.

The MOPC approved another nine RRs rec-
ommended by the MWG as part of the con-

sent agenda, along with four RRs from other
working groups.

2017 ITP10 Update

ITC Great Plains’ Alan Myers, chair of the
Economic Studies Working Group, updated
the MOPC on the group’s work on the 2017
Integrated Transmission Planning 10-Year
Assessment, just two months into its 18-
month cycle.

“Our original intent was to bring you the
[assessment’s] entire scope today, but we
just have an update,” Myers said. “We ex-
pect to bring you something in October with
better quality and [that is] more formulaic
than we have in the past.”

Myers told members the ITP10 will imple-
ment new criteria for modeling future re-
sources, defining bounds around specific
resources stakeholders can submit for inclu-
sionin ITP10 and ITP20 studies.

The 2017 study will also rank constrained
flowgates’ congestion costs. Up to 25 con-
straints — with a minimum of $50,000 in
annual congestion each — will be identified
as economic needs.

The study will use financial advisory firm
Lazard’s 2014 Levelized Cost of Energy
Analysis, as well as other metrics such as
2012 hourly wind profiles; Department of
Energy growth rates and NYMEX futures
for natural gas prices; and ABB’s North
American Electric Reliability Corp. data for
coal, oil and uranium prices.

The ESWG has completed a load and gener-
ation review and a survey of anticipated
renewable energy mandates and goals. It is
currently working on developing the IT-

P10’s scope and fu-
tures, various resource
plans and building an
economic model.

The model will assume
SPP’s 13.6% reserve
margin, and 5% and
10% accreditation for
future wind and solar
resources, respectively.

The study will use three .l
futures revolving
around aregional Clean
Power Plan solution:
one assuming the rule’s
regional implementa-
tion, a second assuming
state-by-state imple-
mentation and a third
assuming business as RS
usual. Each future also
assumes competitive

fual propesty of SPP and may not be used, copied of
hout the express parmession

Consolidated
Reliability & Economig

Portfolio
December 2014

SPP_All rghts reserved

wind, plentiful natural
gas (due to hydraulic
fracturing), normal load
growth and large-scale
solar generation development.

Prioritizing Revision Requests

The MOPC approved the creation of a more
formal process for prioritizing RRs, includ-
ing a scoring system and facilitated quarter-
ly discussions open to all stakeholders. If
approved by the board, the process would
begin with the first two quarterly cycles of
2016.

“This will be transparency stakeholders
have never had before,” said Xcel Energy’s
Grant, the chair of the Stakeholder Prioriti-
zation Task Force, which recommended the
changes.

Grant said the new prioritization process
would not evaluate projects that don’t clear
the working group process. The process
would use a standardized scoring tool to
rate RRs and enhancements, including capi-
tal projects and RRs initially scored by SPP
staff and working groups. The results would
be tabulated in a portfolio report listing
projects, RRs, enhancements, defects and
associated data (priority scores, initial cost

estimates and target implementation dates).

An open stakeholder meeting would be held
each quarter to discuss the report; an up-
dated portfolio and written meeting sum-

www.rtoinsider.com

2015 ITP10 Transmission Plan (Source: SPP)

mary would be published for each MOPC
meeting. The committee would review and
discuss during its regular member forum.

The SPTF’s proposal addresses a request for
stakeholders’ increased transparency and
input into the prioritization process.

The MOPC also approved the task force’s
request to extend its charter an additional
year. “We want to stick around long enough
to make sure the process is providing the
desired stakeholder input,” Grant said.

RCAR Remedies

The Regional Allocation Review Task Force
updated the MOPC on its work on a busi-
ness practice to correct imbalanced cost
allocations. Potential remedies would be
added to the Tariff as part of SPP’s Regional
Cost Allocation Review (RCAR).

American Electric Power’s Richard Ross, the
task force vice chair, said the RCAR Il analy-
sis needs to be completed by October 2016.
That requires, in turn, transmission topolo-
gy updates to the RCAR models be complet-
ed by Oct. 1,2015, and member commit-
ment to provide the necessary help.

“We need creative solutions, because the

Continued on page 6
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Continued from page 5

process is not working as well as it was in-
tended,” Ross said.

SPP staff has been developing a strawman
business practice in coordination with SPP’s
Regional State Committee, documenting
remedies and clarifying their implementa-
tion. Remedy requests and any changes to
the business practice would go to the
RARTF.

The business practice comes in response to
FERC'’s rejection of a February 2015 filing
that would have added remedies to Attach-
ment J of the Tariff.

Xcel Energy protested the filing, asking the
commission to reject the proposed remedies
and have SPP develop modifications to the
existing methodology for new transmission
projects. Rather than refile, the RARTF di-
rected SPP staff to create a strawman busi-
ness practice.

Transmission Planning
Improvement Update

The Transmission Planning Improvement
Task Force reported good progress since its
formation in the spring. The team has met
four times, said Jason Atwood of Northeast
Texas Electric Cooperative, with a goal of
making transmission planning’s model build-
ing, transmission assessment and engineer-
ing services “bigger, better and quicker.” It
will spend the next few months looking at
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futures, scenarios and sensitivities.

The task force is discussing whether to con-
duct the 10-year, near-term and transmis-
sion-planning assessment studies at the
same time in an 18-month overlapping pro-
cess, which would produce study results on
an annual basis. Atwood noted an annual
basis could provide more accuracy.

Wind, Solar Ratings Unchanged

The Generation Working Group recom-
mended no changes to SPP’s methodology
for establishing net capability for wind and
solar facilities. SPP currently requires that
wind resources’ ratings correspond to the
load-serving members’ peak hours. The
GWG’s data indicate that the value varies
from 5% to more than 50%, dependent upon
location and timing of peak load.

“This confirms the methodology that the
wind resource’s planning capability should
be based both on location and tied to load,”
the GWG's report said. The report also con-
firmed the current default value of 5% used
for facilities in commercial operation for
three years or less “is reasonable.”

Charter Revisions OK’d in
Preparation for Integrated System

The MOPC approved charter revisions for
five working groups, allowing them to add
Integrated System representation when the
IS joins SPP on Oct. 1. Business Practices
will go from 10 to 12 members, Economic
Studies from 14 to 18, Operating Reliability
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from 12 to 17, Operations Trainingfrom 11 to
15 and Reliability Compliance from 15to 17.

The committee also approved a name
change for the Reliability Compliance
Working Group — subbing “regional” for
“reliability” — accurately reflecting the
group’s purpose and scope. It also gave the
go-ahead to a revised scope for the Eco-
nomic Studies Working Group to allow for
additional reviews and approvals of items
that align with its knowledge base and cur-
rent Tariff processes.

‘Incredible Improvement’ in
Reliability

Noting a continued decreased trend in vio-
lations, Ron Ciesiel, general manager of
SPP’s Regional Entity, reported to the
MOPC only one category 1 event — aloss of
an hour or more of monitoring or control at
acontrol center — was analyzed in the sec-
ond quarter.

Ciesiel also said the SPP RE has completed
its ninth consecutive quarter without a veg-
etation-contact report. SPP was the last
region in the NERC to report a contact, in
the first quarter of 2013.

Ciesiel also noted that there are some days
in which NERC has no reportable incidents
in all of North America.

“That is an incredible improvement from
where we were eight years ago,” he said.

— Tom Kleckner
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Strategic Planning Committee Briefs

Initiative on Non-Competitive
Studies Advances

KANSAS CITY — SPP’s Strategic Planning
Committee on Thursday endorsed a plan to
make incumbent transmission owners re-
sponsible for providing cost estimates for
non-competitive projects.

The plan recommended by the Competitive
Transmission Process Task Force — Solution
2A — easily cleared the Markets and Opera-
tions Policy Committee earlier last week. It
adds additional cost analysis of competitive-
projects by transmission owners. SPP and
third-party vendors would still evaluate
competitive projects subject to Federal En-
ergy Regulatory Commission Order 1000.

Although the overall timeline remains the
same, Solution 2A adds three and a half
weeks of study development, allowing for a
better cost analysis, said Xcel Energy’s Bill
Grant, the task force’s chair.

“For the projects that have been identified
as non-competitive, we will receive the esti-
mate from the transmission owner instead
of the third-party vendor,” Grant said. “At
this point in time, the project has already
been selected. We're just proving the esti-
mate is non-competitive.”

Carl Monroe, SPP’s executive vice president
and COOQ, said the additional screening
“improves the estimating process, so we can
give the [SPP] board better information” for
selecting projects to build.

Because the process change could require
revisions to the Tariff and governing docu-
ments, FERC approval will likely be re-
quired, along with the normal SPP approval
process.

Load Responsibility White Paper

Golden Spread Electric Cooperative’s Mike
Wise updated the SPC on the Capacity Mar-
gin Task Force’s Load Response Entity (LRE)
white paper, which cleared the MOPC earli-
er inthe week. The document is intended to
ensure all load served by SPP’s balancing
authority has sufficient capacity.

“If an entity is not responsible for a load
forecast or contract,” Grant asked during
the MOPC discussion, “should the customer
be an LRE?”

“The first and most critical step is to make
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everyone adhere to the policy,” said Richard
Ross of American Electric Power. “Secondly,
we need to transfer the responsibility obli-
gation to those with wholesale contracts. ...
It's not my responsibility as a legacy BA.”

Developing a policy to enforce the require-
ment will take additional time, Wise said.

The task force asked that its charter be ex-
tended for an additional year to July 2016, a
request approved by the MOPC and en-
dorsed by the SPC.

Wise told the SPC that SPP staff is develop-
ing a deliverability study process that will
allow for non-firm transmission service for
planning reserves. The study will analyze all
generators registered in the Integrated
Marketplace and determine whether they
are deliverable to all loads within the SPP
balancing authority.

Engaging Prospective Members

The SPC also reviewed the final report from
its Task Force on New Members and ap-
proved a recommendation to improve the
process of engaging prospective transmis-
sion-owning and load-serving members.

The task force was commissioned in 2014 to
develop formal processes to be followed dur-

www.rtoinsider.com

ing negotiations with prospective members.

Michael Desselle, SPP’s Chief Compliance
and Chief Administrative Officer, said much
of the task force’s work centered on how to
involve the regulators on SPP’s Regional
State Committee during the negotiation
period. The task force tried to balance
transparency with the need for confidential
negotiations.

The report notes that SPP staff “remains
solely responsible for the direct negotia-
tions with the prospective member,” while
stakeholders provide input on policy and
changes to the governing documents.

The SPC discussed the legal costs for small-
er entities and the threshold for “triggering
events” when a prospective new transmis-
sion-owning member formally requests
changes to SPP’s Tariff and governing docu-
ments or RSC bylaws.

The committee also considered the report’s
definition of stakeholders: “Stakeholders
include existing transmission owner mem-
bers, transmission-using members and RSC
members and their staffs.”

“Stakeholder means anybody and every-
body in the world who feels affected in

Continued on page 8
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SPP Board, Members Frustrated over Tx Project Overruns

Continued from page 1

Roosevelt Tap-Snyder rebuild in American
Electric Power territory in Oklahoma, SPP
Director of Planning Antoine Lucas said “it
makes us question whether this was the
right project.”

“I find this really appalling,” SPP Board
Chairman Jim Eckelberger said. “We've tak-
en a huge step backwards. We need a proce-
dural adjustment.”

A third-party engineer estimated the pro-
ject —rebuilds of a 10-mile, 69-kV line from
Hobart to the Roosevelt tap and an 18.7-
mile, 69-kV line from Roosevelt to Snyder —
would cost $14.3 million.

SPP now expects it to cost $36 million due
to additional right-of-way acquisition; li-
censes and permits; additional substation
work; and costs related to a crossing
through Mountain Park Wildlife Manage-
ment Area. SPP also cited AEP’s recommen-
dation that the project be designed antici-
pating an eventual conversion to 138 kV.

Fire the Engineer

SPP should fire the third-party engineer
“and never use him again,” Eckelberger said,
drawing applause from many of the about
120 in attendance.

“I've seen this over and over again,” Director
Julian Brix complained. “This is not a 69-kV
project [as originally approved by SPP]. It’'s a
138-kV project. This is not the first or sec-
ond or third time we’ve seen this. This is
why we get into trouble with the [Regional

“I find this really appalling. We've taken a huge step
backwards. We need a procedural adjustment.

Jim Eckelberger, SPP Board Chairman

State Committee],” he said, referencing
state regulators who must collect from rate-
payers for transmission upgrades.

AEP officials said the use of 138-kV stand-
ards was responsible for only $400,000 of
the additional costs. “A no-brainer,” AEP’s
Richard Ross said. AEP’s Terri Gallup called
complaints of “scope creep” unfair, saying
the company had proposed the rebuild as a
138-kV project — that would initially be
operated at 69 kV — to begin with.

Xcel Energy’s Bill Grant noted that incum-
bent transmission owners would become
responsible for providing cost estimates for
non-competitive projects under a plan ap-
proved by the MOPC earlier in the meeting.
(See related story, “Initiative on Non-
Competitive Studies Advances” in SPP Stra-
tegic Planning Committee Briefs, p.7.) “I think
we have a solution,” Grant said.

Marguerite Wagner of ITC Holdings said
transparency would improve the process,
calling for release of cost estimates to
stakeholders. “If a project is not competi-
tive, how is releasing the cost estimate com-
petitive information?” she asked.

Director Harry Skilton said the cost esti-
mate increases represented a “lesson

Strategic Planning Committee Briefs

Continued from page 7

learned” as the RTO begins considering
competitive projects. “We're going to need a
feedback loop” regarding costs, he said.

NTCs Withdrawn

SPP planners recommended that notifica-
tions to construct (NTCs) for seven projects
with the largest overruns be suspended and
the projects restudied, including the Hobart
-Roosevelt project. The projects, which had
initial cost estimates totaling $62.8 million,
are now projected at $147.7 million, a 135%
increase.

But Gallup said Hobart-Roosevelt and two
other AEP reliability projects on the list had
in-service dates that might not be met if
they were delayed for more study.

The MOPC ultimately voted to retain the
three projects and one in Westar territory,
suspending NTCs for only three of the seven
recommended by planners: South Shreve-
port-Wallace Lake 138-kV rebuild (AEP);
Martin-Pantex North-Pantex South-
Highland Park 115-kV reconductor
(Southwest Public Service); and latan-
Stranger Creek 345-kV voltage conversion
(Westar/KCP&L Greater Missouri Opera-
tions).

The Regional Tariff Working Group will take up the issue for fur-
ther discussion during its Thursday meeting.

some way,” said SPP board member Phyllis Bernard, urging “SPP”

be used as a modifier for “stakeholder” across all governing docu-

ments.

The task force will make several language modifications to the re-
port before sending it to the SPP Board of Directors for its approval.

Behind-the-Meter Generation

Integrated System

Monroe told the committee that SPP is continuing to incorporate

members of the Integrated System and their facilities under the
RTO'’s Tariff. He said the majority of the IS load that would be

placed under the Tariff has already been accounted for.

Monroe said that while the Northwest Power Pool has suspended

Wise teed up a discussion on behind-the-meter generation by not-
ing that the amount of such unaccounted-for energy is growing. “I
know some market participants are not adding [behind-the-meter
generation] back in[to the pool],” Wise said, “and it’s not fair.”

its solicitation for bids to manage its energy imbalance service mar-
ket, SPP continues to consult with the pool on EIS markets.

— Tom Kleckner
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Markets and Reliability Committee Preview

Below is a summary of the issues scheduled to be brought to a vote
at the Markets and Reliability Committee on Thursday. Each itemis
listed by agenda number, description and projected time of discus-
sion, followed by a summary of the issue and links to prior coverage
inRTO Insider.

RTO Insider will be in Wilmington covering the discussions and votes.
See next Tuesday’s newsletter for a full report.

Markets and Reliability Committee

2. PJM Manuals (9:40-9:55)

Members will be asked to endorse the following manual changes:

A. Manual 01: Control Center and Data Exchange Requirements
— Major update and reorganization to Section 5 introducing
definitions of two major data types: System Control and Moni-
toring (Instantaneous) and Billing (Accumulated). Also updates
references to OASIS and adds requirements regarding syn-
chrophasor data exchange.

B. Manual 13: Emergency Operations — Includes administrative
changes, clarifications and updates. Adds reference to Manual
12 for member actions when PJM loads 100% synchronized
reserves and a reference to the instantaneous reserve check
process.

3. CAPACITY PERFORMANCE (9:55-10:45)

A. Manual 18: PJM Capacity Market — Updates the manual to
incorporate Capacity Performance. Includes clarifications on
non-performance assessments, acceptable replacement re-
sources for CP and Base Capacity commitments, the CP effec-
tive date for Fixed Revenue Resource entities and the physical
option for non-performance for FRR entities. (See PJM Delays
Vote on Capacity Performance Rules.) Members endorsed an up-
date to Section 4.8 of the manual regarding credit require-
ments at a special MRC meeting July 15. Relevant forms have
been posted for member use.

B. Manual 20: PJM Resource Adequacy Analysis — Changes re-
lated to the determination of limited-availability resource con-
straints under Capacity Performance. Because Capacity Per-
formance rules allow participation of limited availability re-
sources for the 2018/19 and 2019/20 delivery years, con-
straints must be established on Base Capacity DR and Base
Capacity generation to ensure reliability. Details of the con-
straint computation methodology were added as Section 6.

4. FERC Order 1000 Proposal Fee Update (10:45-10:55)

Members will be asked to approve a two-tiered fee schedule for
proposed transmission projects. For greenfield projects or up-
grades between $20 million and $100 million, PJM will assess
$5,000 to cover its study expenses. Projects costing at least $100
million will be charged $30,000. Previously, a $30,000 fee for all
projects greater than $20 million had been approved, but planners

Markets and Reliability Committee

The Chase Center on the Riverfront, Wilmington, DE
July 23,2015

9:30 a.m. - 4:00 p.m. EPT

later realized they likely wouldn’t need to collect that much. (See
PJM Lowers Proposed Tx Project Study Fee.)

5. MERCHANT NETWORK UPGRADE (10:55-11:10)

New tariff language is being proposed to more accurately reflect
how PJM processes requests for merchant network upgrades. The
changes address definitions, queue entry, agreements and the ca-
pacity market.

6. TIMING OF REPLACEMENT
CAPACITY TRANSACTIONS (11:10-11:25)

Manual changes would allow market participants to enter replace-
ment capacity transactions earlier than Nov. 30 prior to the start of
the delivery year if the need is linked to a physical reason that
would prevent a participant from meeting its commitment. The
changes prohibit generation that is replaced early from being re-
committed for the delivery year. (See Earlier Replacement Capacity
Transactions Approved.)

7. MARKET DATA CONFIDENTIALITY
CLARIFICATIONS (11:25-11:40)

Members will be asked to approve a problem statement and issue
charge designed to relax confidentiality rules regarding uplift pay-
ments and generator outages. Stakeholders have requested more
granular data, especially following severe weather events. Current
rules allow the release of aggregate market data only if it includes
information about at least three market participants and it is no
more specific than a PJM transmission zone. PJM also is prohibited
from releasing data that already has been made public elsewhere.
As aresult, it’'s unable to be more specific about such issues as con-
ditions surrounding weather events, closed-loop interfaces and
transmission planning. PJM also is offering a proposed solution.
(See PJM Considering Release of Uplift, Outage Data.)

8. REGULATION MARKET ISSUES (11:40-12:00)

The Independent Market Monitor will seek approval of a problem
statement and issue charge on concerns that PJM is buying too
much fast-responding RegD resources in the regulation market.
The initiative also will consider changes to the marginal benefit
factor that defines that substitutability between RegA and RegD
megawatts, which the Monitor says is faulty. (See PJM Market
Monitor: Faulty Marginal Benefit Factor Harming Regulation.)

Continued on page 10
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PJM: Reject DR, EE in Transition Auctions

By Rich Heidorn Jr.

PJM told federal regulators last week they
should reject requests to incorporate de-
mand response and energy efficiency in
upcoming transition auctions for the RTO’s
new Capacity Performance regime.

But the RTO also offered two alternatives
for including DR and EE in the auctions, say-
ing the “less risky” option would be to limit
participation to previously cleared re-
sources.

Consumer groups and others asked the Fed-
eral Energy Regulatory Commission earlier
this month to compel PJM to allow DR and
EE to participate in the auctions, which
begin July 27. (See Regulators, Generators,
IMM Seek Changes to PJM Capacity Perfor-
mance Order.)

Load Forecast Challenge

On Monday, PJM also responded to a sepa-
rate challenge by consumer advocates who
asked FERC to order the RTO to use anim-
proved load forecasting model for the tran-
sition auctions and the Base Residual Auc-
tion set for Aug. 10-14 (EL15-83).

PJM said the changes in the new model “are
yet to be finalized and are not ready to im-
plement.”

“In essence, the complainants seek to utilize
the complaint process to supplant a tech-
nical regional transmission organization
process of testing and review of load fore-
casting enhancements [that is] still under-

”

way.

Glide Path

PJM said the transition auctions were de-
signed to “provide a glide path” for genera-
tion resources that needed time to make
investments to meet Capacity Performance
requirements and were not necessary for
other resources. PJM also said it was con-
cerned about the continuing uncertainty
following the D.C. Circuit Court of Appeal’s
EPSA ruling voiding FERC's jurisdiction over
DR.

The RTO, however, offered what it called
“constructive alternatives” should the com-
mission grant the complainants’ request.

Given the risk that EPSA could be upheld by
the Supreme Court, “it is reasonable to limit
participation of DR and EE to previously
cleared Annual DR and EE for these transi-
tional auctions,” PJM said in its July 15 filing
(ER15-623.EL15-29).

PJM said the 1,246 MW of DR and EE that
cleared for the 2016/17 delivery year and
the 2,828 MW that cleared for 2017/18
could submit sell offers in the transition
auctions to convert to a Capacity Perfor-
mance product.

“PJM cautions the commission from allow-
ing more Annual DR and EE than that which
has already cleared from being eligible to
participate in the transition auctions. This
limitation would allow previously cleared
DR to become eligible as Capacity Perfor-
mance without increasing the magnitude of
any unwinding and replacement of DR
should the Supreme Court’s ruling be ad-
verse to the commission,” PJM said.

Markets and Reliability Committee Preview
10. FTR/ARR TASK FORCE (1:00-1:15)

Continued from page 9

9. MARKETS RELATED GOVERNING
DOCUMENTS UPDATE (12:45-1:00)

The PJM Law Department is proposing an initiative to clean up
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More Risky

The RTO said a “much more risky and less
preferred option” would be to allow previ-
ously offered but uncleared Annual DR and
EE to participate in the transitional auc-
tions. That would allow participation of as
much as 4,337 MW for 2016/17 and 8,981
MW for 2017/18.

The practicality of either option is question-
able under the current schedule, however.
The transition auction for 2016/17 is set for
July 27-28 and that for 2017/18 for Aug. 3-4.

PJM said the resources would have to sub-
mit updated DR sell offer plans 15 days pri-
or to the auction and EE measurement and
verification plans 30 days prior to the auc-
tion, as they had to do for participating in
the Base Residual Auctions. All of those
dates have expired, PJM said.

Old Dominion Electric Cooperative will seek approval for a pro-
posal that combines recommendations from PJM and the Inde-
pendent Market Monitor in redesigning the financial transmission
rights and auction revenue rights process. (See ODEC Seeks Last-

Ditch Vote on Deadlocked FTR/ARR Issue.)

language in the RTO’s governing documents that is “ambiguous,

incorrect or requires clarification.” PJM’s proposed problem state-

11. TARIFF HARMONIZATION SENIOR TASK FORCE (1:15-1:30)

ment and issue charge would assign the task to the Market Imple-

mentation Committee, separating it from an effort already under-
way involving the Tariff Harmonization Senior Task Force. (See
PJM Law Proposes Cleaning up Language in Governing Documents.)

Members will be asked to approve seven revised definitions, the
first batch of changes from the task force. (See Task Force Pro-

posed to Resolve Inconsistencies in PJM Governing Documents.)
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http://www.rtoinsider.com/
http://www.rtoinsider.com/
http://www.rtoinsider.com/regulators-generators-imm-pjm-capacity-performance-16200/
http://www.rtoinsider.com/regulators-generators-imm-pjm-capacity-performance-16200/
http://www.rtoinsider.com/regulators-generators-imm-pjm-capacity-performance-16200/
http://www.pjm.com/~/media/documents/ferc/2015-filings/20150720-el15-83-000.ashx
http://elibrary.ferc.gov/idmws/common/opennat.asp?fileID=13931232
http://pjm.com/~/media/committees-groups/committees/mrc/20150723/20150723-item-09-markets-governing-document-clean-up-problem-statement.ashx
http://pjm.com/~/media/committees-groups/committees/mrc/20150723/20150723-item-09-markets-governing-document-clean-up-problem-statement.ashx
http://pjm.com/~/media/committees-groups/committees/mrc/20150723/20150723-item-09-markets-governing-documents-clean-up-issue-charge.ashx
http://www.rtoinsider.com/pjm-mrc-briefs-062515/
http://pjm.com/~/media/committees-groups/committees/mrc/20150723/20150723-item-10-odec-motion-regarding-ftr-proposal.ashx
http://pjm.com/~/media/committees-groups/committees/mrc/20150723/20150723-item-10-odec-motion-regarding-ftr-proposal.ashx
http://www.rtoinsider.com/odec-pjm-monitor-ftr-arr-16095/
http://www.rtoinsider.com/odec-pjm-monitor-ftr-arr-16095/
http://pjm.com/~/media/committees-groups/committees/mrc/20150723/20150723-item-11-thstf-voting-items-presentation.ashx
http://www.rtoinsider.com/inconsistencies-pjm-documents/
http://www.rtoinsider.com/inconsistencies-pjm-documents/

RTO Insider: Your Eyes & Ears on the Organized Electric Markets

NYISO NEws

‘Shared Renewables’ Approved in New York

By William Opalka

The New York Public Service Commission
on Thursday approved rules designed to
allow low- and moderate-income apartment
dwellers to own renewable energy projects
(15-E-0082).

The program, also known as community
distributed generation, is part of New York’s
Reforming the Energy Vision initiative to
revamp the energy landscape with more
clean and distributed generation resources.
(See New York PSC Bars Utility Ownership
of Distributed Energy Resources.)

“Shared Renewables places customers who
do not own homes on an equal footing with
traditional single-home customers and cre-
ates opportunities for low- and moderate-
income families who don’t have access to
electricity generated from renewable re-
sources,” PSC Chair Audrey Zibelman said.

Customers can band together to form larger
groups that share in the benefits of renewa-

(Source: San Francisco Department of the
Environment)

ble energy projects, such as solar energy

FERC Rejects Ginna Jurisdiction Challenge

By William Opalka

The Federal Energy Regulatory Commission
reaffirmed its authority last week to regu-
late New York reliability support services
agreements, rejecting a rehearing petition
filed by the state Public Service Commission
challenging its jurisdiction (ER15-1047).

The NYPSC had argued that it had sole juris-
diction over the rates and terms of an RSSA
it had ordered between Exelon’s troubled
R.E. Ginna nuclear plant and Rochester Gas
& Electric. (See NYPSC Challenges FERC
Jurisdiction over Ginna.) FERC in April rejected
the proposed rate schedule in the agree-
ment and ordered hearing and settlement
proceedings.

FERC rejected the contention that it would
be setting retail rates, asserting that it was
properly exercising its authority under the
Federal Power Act to regulate wholesale
markets.

“Preventing the exercise of market power
through [reliability-must-run] agreements is
important to ensure that wholesale rates

are just and reasonable,” FERC said.
“Therefore, finding that the commission
does not have authority to regulate such
agreements — which keep RMR resources
online, provide them out-of-market com-
pensation and remedy a potential oppor-
tunity to exercise market power — would be
inconsistent with the congressional intent
behind the FPA.”

The agreement, set to be retroactive to
April 1 once approved, would cost about
$175 million a year and be effective through
late 2018. Ginna says it lost more than $150
million between 2011 and 2013.

FERC did, however, reverse its stance from
April when it said it would not consider the
issue of Ginna “toggling” between the RSSA
and NYISO. In its original order, the com-
mission said it would only reconsider how
much Ginna would have to repay in the
event the plant returned to the market after
the agreement’s expiration — saying that
this provision was “a sufficient disincentive”
to prevent toggling. (See FERC Rejects Gin-
na Rates, Orders Settlement Proceeding.)

“We find that the pleadings raise disputed

www.rtoinsider.com

JuLy 21, 2015 Page 11

A

installations and wind farms.

The plan contemplates “community solar”
projects, where solar panels are erected on
ashared site, such as a vacant lot, with the
economic benefits shared among its partici-
pants.

Under the first phase of the program, from
Oct. 19 through April 30, 2016, projects will
be limited to those that site distributed gen-
eration in areas where it can provide the
greatest benefits to the power grid or sup-
port economically distressed communities
(at least 20% participation by low- and mod-
erate-income customers).

A second phase beginning May 1, 2016, will
make shared renewable projects available
throughout entire utility service territories.

The program was proposed in Gov. Andrew
Cuomo’s 2015 State of Opportunity Agen-
da. “This program is about protecting the
environment and ensuring that all New
Yorkers, regardless of their zip code or in-
come, have the opportunity to access clean
and affordable power,” he said.

issues of material fact concerning Ginna’s
incentive to toggle between RSSA compen-
sation and the NYISO markets,” FERC said.
That issue has been added to the roster of
items to be decided in the ongoing proceed-
ing before a FERC administrative law judge.

In last week’s order, FERC also rejected
rehearing requests from several parties that
challenged several aspects of the agree-
ment.

The commission:

e  Again accepted the NYISO Ginna Relia-
bility Study that justified the RSSA;

e Upheld the September 2018 end date
for the RSSA, saying early termination
clauses in the contract are consistent
with FERC policy to keep RMRs of lim-
ited duration; and

e  Reiterated its stance that consideration
of the “price-suppressive” effects Gin-
na’s contract would have on the capaci-
ty market is beyond the scope of the
proceeding.

Continued on page 12
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Study: RGGI Added $1.3B, 14,000 Jobs to State Economies

By William Opalka

The Regional Greenhouse Gas Initiative
provides substantial economic benefits and
has not raised prices or impaired reliability,
according to an independent study released
at a meeting of state regulators last week.

The report by economic consulting firm Analy-
sis Group said that RGGl added $1.3 billion in
economic value, created more than 14,000
new jobs and saved consumers $460 million
on electricity and heating bills from 2012
through 2014.

“Based on an analysis of years of hard data,
RGGI shows that multi-state, market-based
carbon control mechanisms work and can
deliver positive economic benefits,” Analysis
Group Vice President Paul Hibbard said.
“That's not to say programs designed to cut
greenhouse gas emissions are economic
development programs — their goals are
different. But the data clearly show that
cutting carbon emissions can be a net posi-
tive for the economy.”

The report’s authors said the findings
“provide valuable lessons for states” prepar-
ing for the Environmental Protection Agen-
cy’s proposed Clean Power Plan. The report
was released last Tuesday at the summer
meeting of the National Association of Reg-

ulatory Utility Commis-
sionersin New York.

S400

S350
RGGI regulates carbon

emissions from power
plants in the six New
England states, New
York, Maryland and Del-
aware. The states have
received about $2 billion
in auction proceeds over
its existence, investing
those funds in energy
efficiency programs, low-
income assistance and S0
clean energy develop-
ment.
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The report said initial

costs are more than recovered in customer
savings. “Although CO, allowances tend to
raise electricity prices in the near term,
there is also a lowering of prices over time
primarily because the states invest so much
of the allowance proceeds on energy effi-
ciency programs,” the report said.

The region also cut annual carbon emissions
by about a third, from 140 million metric
tons in 2008 to 90 million tons in 2014, ac-
cording to the report. RGGI also reduced
dollars used to pay for fossil fuels imported
from outside the region by more than

$1.27 billion in 2012-2014.

FERC Rejects Ginna Jurisdiction Challenge

Continued from page 11

Meanwhile ...

In the concurrent proceeding before the
administrative law judges of the NYPSC,
RG&E last month requested a temporary
rate surcharge to avoid rate compression
over a shorter duration of the RSSA. What-
ever rate increases it will eventually collect
are being held in abeyance until the RSSA is
approved by state and federal regulators.

RG&E estimates that its deferred collection
will reach approximately $25 million from
the effective date of the RSSA through July
and will continue to grow, with interest. “By
authorizing atemporary rate surcharge, the
bill impacts resulting from the deferred col-
lection amount would be mitigated,” it

S — .

R.E. Ginna nuclear plant (Source: Exelon)

wrote.

In a brief filed last week, RG&E said the
commission “should find that the company’s
proposed temporary rate surcharge tariffs
are in the public interest and authorize the
company to immediately implement the

New York

RGGI States in PIM New England

Consumer bill reductions by region (2015%) (Source: Analysis Group)

“The implementation of RGGI over six years
has not adversely affected power system
reliability in New England, New York or
PJM. The pricing of carbon in Northeast and
Mid-Atlantic electricity markets has been
seamless from an operational point of view
and successful from the perspective of effi-
cient pricing of emission control in regional
markets,” the report said.

The report was funded the Barr Foundation,
the Energy Foundation, the Thomas W.
Haas Foundation and the Merck Family
Fund.

surcharges, subject to refund.”

PSC staff filed a brief last week that sup-
ports the move, proposing Sept. 1 as the
effective date.

: The Utility Intervention Unit of the state

Division of Consumer Protection, a coalition
of consumer and clean energy advocates
and commercial and industrial users, op-
posed the move, calling the dollar amounts
RG&E cites as “hypothetical.”

“The RSSA is not in effect,” the state con-
sumer advocate wrote. “Neither the com-
mission nor FERC have reached a final con-
clusion to accept the RSSA, so RG&E has
not, and might never, incur any financial
obligations to Ginna under the RSSA.”

The administrative law judges said they will
set a schedule to recommend a decision
once reply briefs due July 20 are filed.

www.rtoinsider.com
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FERC OKs MISO Tariff Change on Remote Network Loads

By Chris O’'Malley

MISO has won approval to revise its Tariff
to provide common treatment for network
customers seeking to serve network load
not physically interconnected with the RTO.

The tariff mechanism sought by MISO and
approved by the Federal Energy Regulatory
Commission last week is expected to elimi-
nate the need for filing specific non-
confirming network integration transmis-
sion service agreements on a case-by-case
basis (ER15-1745).

The change stems from two non-conforming
NITS requests: a 2013 request to allow
South Mississippi Electric Power Associa-
tion to take network service to serve a net-
work load pseudo-tied to SMEPA but not
physically interconnected with a transmis-
sion owner or independent transmission
company within MISO (ER13-2008), and a
2014 MISO request to allow Arkansas Elec-
tric Cooperative Corp. a similar right to
serve pseudo-tied load (ER14-684).

A pseudo-tie is a mechanism for operation-
ally transferring a resource from the balanc-
ing authority in which it is physically located
to another BA, which becomes responsible
for it for system reliability.

Some MISO transmission owners filed com-
ments in those cases, raising concerns that
the two utilities could be receiving special

treatment. The transmission owners asked
FERC to order MISO come up with a global
solution to the issue through changes to its
Tariff.

In response, FERC said it expected MISO to
offer non-conforming service on anon-
discriminatory basis to other transmission
customers in similar situations.

After discussions with transmission opera-
tors, MISO proposed several changes to
Section 31.3 of its Tariff, which required
that network load be physically intercon-
nected with a MISO transmission owner or
independent transmission company.

The revised Tariff requires that the non-
interconnected network load “be part of a
pricing zone in MISO, so that the network
customer is subject to a rate for network
service.”

One way to meet such eligibility require-
ments is if a non-interconnected network
load is pseudo-tied into the MISO balancing
authority. MISO stated that provision is
necessary because otherwise there would-
n’t be a mechanism to charge the network
customer for network service, “meaning the
network customer could receive this service
for free.”

MISO noted that in its NITS agreements
with SMEPA and AECC, it required them to
pay a rate for network service based on the
MISO zone in which the physically intercon-
nected portion of their load is located.

DTE Electric Wins OK to Acquire Gas Peaker

By Chris O'Malley

DTE Electric has
won federal ap-
proval to acquire
a 320-MW natu-
ral gas-fired peaking plant from its parent
company to help it meet MISO Zone 7 re-
source adequacy requirements.

'.%;‘k DTE Energy

The East China peaking station is an indi-
rect, wholly owned subsidiary of DTE Ener-
gy, the parent of DTE Electric.

The Federal Energy Regulatory Commission
last week asserted that the deal won’t have
an adverse effect on competition, saying it
amounts to a transfer of generating assets

between affiliated entities (EC15-138).

The East China facility was the only re-
source to respond to DTE Electric’s re-
quests for proposals for simple-cycle gener-
ating facilities to meet its reliability require-
ments.

FERC said the RFP satisfied any concerns
over cross-subsidization. “In the context of
an acquisition of affiliated generation, a
competitive solicitation is the most direct
and reliable way to ensure no affiliate pref-
erence,” FERC said.

DTE Electric owns and controls about
13,479 MW of generating capacity, plus
4,000 miles of distribution lines. It is the
provider of last resort for customer load in
its territory.
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ers wholesale power to its cooperatives in three
transmission areas. (Source: SMEPA)

The revised Tariff also requires network
customers to have coordinating arrange-
ments in place with the host transmission
owner or independent transco for reporting
network load.

The revisions are effective July 19.

The East China plant is authorized to make
wholesale sales of energy and capacity at
market-based rates.

Financial details of the acquisition were not
specified.

Last fall, DTE Energy and Consumers Ener-
gy warned of a shortage of generation re-
serves starting next year, noting nine coal-
fired plants in Michigan are set for retire-
ment ahead of tighter air pollution regula-
tions.

Consumer groups have accused the utilities
of fear-mongering, saying further deregula-
tion of Michigan’s electric market would
help ensure the flow of additional power
from elsewhere.
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FERC Rejects Claims that MISO Snubs Generation Alternatives

Current infrastructure is meeting today’s demand, but as load and generation diversify
—~r

By Chris O’'Malley

The Federal Energy Regulatory Commission
last week declined to rehear DTE Electric’s
contention that MISO rules put generation
developers at a disadvantage in the compe-
tition for reliability projects.

DTE had sought review of FERC’s Septem-
ber 2014 ruling approving MISO’s require-
ment that a proposed generator must have
filed an interconnection agreement to be

considered as an alternative to a transmis-
sion solution. The agreement is due before
the date MISO must initiate the transmission
project to meet its required in-service date.

Comparable Treatment

The commission agreed with MISO that the
requirement is comparable to those re-
quired for transmission solutions in its
Transmission Expansion Plan process
(MTEP). FERC also accepted MISQ’s compli-
ance filing in response to the commission’s
Order 809 transmission planning require-
ments (OA08-53-005. ER15-133).

To allow generator proposals to progress
through the interconnection process, DTE
said more time is needed between when
MISO identifies a system need and when it
approves a transmission facility to meet the
need. The time it takes MISO to complete
interconnection studies “makes it more like-
ly than not that a generation project could
never even be considered by MISO as an alter-
native to a transmission project,” DTE said.

The company said generation developers
won’t have the information they need re-
garding potential system needs until Sept.
15, when transmission owners must identify
and submit new transmission projects with-
inthe MTEP process.

FERC said that developers should be able to
identify system needs based on power flow
models available in June. But DTE coun-
tered, “It is far-fetched to believe that a pro-
ponent of a generation solution would be
able to use that data to determine that a
transmission problem existed or even if it
could, offer a generation solution to that
problem in the allowed timeframe.”

The commission was not persuaded. DTE
“does not explain why a generation develop-
er must wait until a transmission facility is
proposed before it can identify potential

A

system planners must decide how best to meet the growing demand - through transmission...

e

(Source: London Economics International)

generation solutions to the needs the trans-
mission facility is meant to address,” FERC
said. “Just as the proponent of a transmis-
sion solution considers system needs to
identify potential transmission facilities to
meet those needs, so too can the proponent
of a generation solution.”

Catch 22?

Developers have until April to submit gen-
eration projects — including executed inter-
connection agreements — as alternatives to
transmission projects that were proposed
the preceding September.

DTE disputed the commission’s finding that

a generator that may mitigate a particular
transmission need is likely being evaluated
in the interconnection process long before
the April deadline.

The company noted that generators in the
interconnection process are considered
operational. As a result, it said, any trans-
mission projects identified in the MTEP pro-
cess will be those needed in addition to gen-
eration in the interconnection process, and
any new generation alternatives would be
precluded from ever being evaluated
against the newly identified transmission
need.

Continued on page 18
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FERC Asked to Determine ISO-NE Winter Reliability Program

By William Opalka

Unable to reach consensus on a winter relia-
bility program, ISO-NE and the New Eng-
land Power Pool have asked federal regula-
tors to choose between competing pro-
posals in a “jump ball” proceeding that
would cover the next three winters (ER15-
2208).

The proposals were filed Thursday with the
Federal Energy Regulatory Commission in
an attempt to break a logjam that even a
commission order couldn’t weaken. (See
FERC Orders Market-Based Reliability Pro-

gram Next Winter in ISO-NE.)

ISO-NE has used a winter reliability pro-
gram for the past two winters to create in-
centives for generators to secure fuel sup-
plies during cold months until its Pay-for-

Performance program, already approved by
FERC, launches in late 2018 (ER14-1050).

Both ISO-NE and NEPOOL have proposed
expansions of last winter’s program, but
neither has received adequate support
among stakeholders.

“Both proposals are intended to address the
well-documented reliability challenges cre-
ated by New England’s increased reliance
on natural gas-fueled generation. Both are
also intended to be stop-gap measures until
revised incentives for capacity resources
become fully effective in 2018,” the filing
states.

The primary difference between the two
proposals is what types of resources are
eligible to receive compensation. NEPOOL'’s
proposal is based on the design of last win-
ter’s program, which provided compensa-
tion for unused oil or liquefied natural gas

remaining at the end of the winter and adds
demand response.

ISO-NE'’s proposal includes compensation
for unused oil or LNG fuel and would also
compensate nuclear, hydro, biomass and
coal-fired resources but does not include
DR.

FERC had ordered the RTO to develop a
market-based approach for the 2015-2016
season in response to a complaint by the
New England Power Generators Associa-
tion. The commission in April reversed
course when it determined the plan might
not be finalized in time. (See FERC Back-
tracks from ISO-NE Winter Reliability Order.)
It directed the RTO and its stakeholders to
keep trying to develop a solution.

The petition asks FERC for an effective date
for next winter’s program of Sept. 14.

Plant Owner Responsible for Uncorrected Error, FERC Says

By William Opalka

The Federal Energy Regulatory Commission
ruled Thursday that a power plant owner
must pay unnecessary capacity charges
because it failed to correct ISO-NE records
before a deadline set by the RTO’s Tariff
(EL15-57).

GenOn Energy Management, a unit of NRG
Energy, asked FERC in April to excuse it
from buying replacement capacity to meet
an obligation it was capable of fulfilling with
its own resources.

GenOn said ISO-NE credited its Canal 2
generator in Sandwich, Mass., with capacity
of only 303 MW — rather than the plant’s
actual 556.5-MW output — in the March
Annual Reconfiguration Auction for the
2015-2016 capacity commitment period
that began June 1. (See ISO-NE Error Could
Cost GenOn Millions.)

Y
Canal 2 plant (Source: NRG Energy)

ISO-NE said, and FERC agreed, that the
Tariff requires participants to file restora-
tion plans for any capacity shortfall within
10 business days after notification of the
ARA results. “The provision also makes clear
that after they receive notification of their
qualified capacity from ISO-NE, the onus is
on resources to provide a restoration plan,
as necessary, and if they do not do so, ISO-

NE will procure capacity on their behalf and
charge them for it,” the commission wrote.

ISO-NE also said it wasn’t obligated to find
out why no restoration plan was filed. (See
ISO-NE: Plant Owner’s Responsibility to Flag
Capacity Error.) FERC concurred. “We agree
with ISO-NE that it is not ISO-NE’s respon-
sibility to second-guess the market partici-
pant’s failure to submit a restoration plan
after being notified of its qualified capacity,”
it wrote.

The commission said reopening the auction
as an alternative remedy would create mar-
ket uncertainty.

In order to administer the capacity market,
“ISO-NE must ensure that the auction re-
sults are final, and that, once the auction is
concluded, market participants are able to
take actions and enter into transactions
immediately, based on those auction re-
sults,” it concluded.

“ISO-NE must ensure that the auction results are final and that ... market partici-
pants are able to take actions and enters into transactions immediately, based on

those auction results.”

www.rtoinsider.com
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Talen Entering NYISO, Expanding in ISO-NE in $1.2B Deal

After MACH Gen Deal
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(Source: Talen Energy)

Continued from page 1

to meet market power concerns. Pre-
divestiture, the company’s fleet would total
17,600 MW. (See PPL, Riverstone Accept
FERC Mitigation Plan on Talen Spinoff.)

Immediately Accretive

Talen said the acquisition brings substantial
tax benefits and will be immediately accre-
tive to earnings despite poor “market dy-
namics” that have limited the Arizona plant
to less than a 20% capacity factor, resulting
in losses. All three plants are powered by
Siemens 501G engines installed between
2001 and 2004.

Talen also said it expects the economics of
the Athens plant to improve with the com-
pletion of pipelines that will give the plant
access to low-cost Marcellus shale gas and
electric transmission improvements ex-
pected to reduce congestion in NYISO’s
Zones Fand G.

‘Powder’ for Future Deals

Importantly, said CEO Paul Farr, the deal
will retain flexibility to make additional ac-

(Source: Talen Energy)

quisitions. “We still have dry powder given
the mitigation process underway,” Farr said
in a conference call with stock analysts.

The purchase will be financed with a combi-
nation of debt and cash but the precise mix
would depend on interest rates and the sta-
tus of its divestiture efforts, Talen said. The
company said earlier this month that it had a
$1 billion “war chest” for future acquisi-
tions.

The company is believed to be considering
the acquisition of American Electric Power’s
merchant fleet in Ohio and Indiana, which
AEP announced in January it was putting on

the block. (See AEP Considering Sale of
8.000 MW in Ohio, Indiana.)

UBS Investment Research says thereis a
50% probability Talen will purchase AEP’s
assets. It said Talen could swallow AEP’s
assets even after the MACH Gen deal be-
cause an AEP deal is not likely to occur until
late 2015 or early 2016 because of pending
Ohio regulatory proceedings.

Arizona Plant a Throw-in

It appears that taking on the money-losing

Arizona plant was a condition for acquiring
the assets Talen did want. Talen, which has
no other assets in the region, said it may
move the plant elsewhere or sell it for parts.

MACH Gen, which was owned by affiliates
of Credit Suisse Group and Bank of America
among others, filed for Chapter 11 bank-
ruptcy protection in March 2014, saying it
had assets of $750 million and liabilities of
$1.6 billion. The company said it had a net
loss of $120 million on $350 million in oper-
ating revenue in 2013.

The company said the Federal Energy Regu-
latory Commission’s rejection of its plan to
sell the Harquahala plant had undermined
its efforts to cut its debt. FERC said the sale
— to investors that also owned two of the
four natural gas generating units in Gila
Bend, Ariz. — would have harmed competi-
tion within the Arizona Public Service bal-
ancing authority area (EC13-11).

The company said most of its creditors had
agreed to a prepackaged reorganization
that would give its second-lien debt holders
93.5% of the restructured company and
reduce about $1 billion of debt. FERC ap-
proved the restructuring in April 2014
(EC14-46).

www.rtoinsider.com
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FERC Rejects Bid to Broaden Scope of Gas-Electric Info Sharing

By Suzanne Herel

Federal regulators last week rejected are-
quest by a natural gas distributor to relax
restrictions on its sharing of non-publicin-
formation received from electric utilities.

The Federal Energy Regulatory Commission
dismissed National Fuel Gas Distribution’s
request in two rulings. In one, FERC rejected
the company’s request for clarification on
communication allowed under Order 787,
saying it was beyond the purview of its rule-
making (RM13-17-002). The other dis-
missed NFG’s rehearing request on rules
adopted by PJM under the order (ER14-
1469-002).

With Order 787, the commission in 2013
opened up the sharing of non-public opera-
tional information between interstate natu-
ral gas pipelines and public utilities, saying
that increased coordination would benefit
reliability. (See Talk among Yourselves:
FERC Urges Gas-Electric Coordination.)

Impact on Local Distribution Companies

It did not codify, however, how utilities
could share such information with local dis-
tribution companies, leaving the issue to
RTOs and ISOs to address individually
through tariff changes. Subsequently, FERC
received filings from PJM and NYISO
amending their rules. (See FERC OKs Gas-
Electric Talk.)

NFG is an LDC serving western New York
and northwestern Pennsylvania.

FERC ultimately approved a PJM Operating
Agreement change requiring LDCs and in-
trastate pipeline operators to promise not
to disclose non-public, operational infor-
mation received from PJM to third parties
“or in an unduly discriminatory or preferen-
tial manner or to the detriment of any natu-

ral gas or electric market.” It also barred
sharing of the information through a
“conduit.”

No intervenors opposed PJM'’s proposal,
which was approved by FERC in July. But a
month later, NFG came forward to say that
a blanket restriction forbidding LDCs from
disclosing such information to any third
party “may inhibit appropriate sharing of
operational data and discourage LDCs and
intrastate pipelines from maximizing use of
the data to improve reliability.”

It pointed out that “third parties” would
include pipelines already qualified to re-
ceive information under Order 787 and
others with whom LDCs need to coordinate
to increase reliability.

For example, it said, if an expected increase
in a generator’s use of natural gas in one
part of the pipeline could affect a load pock-
et of the LDC, the company would want to
be able to warn large customers in that area
of animminent capacity constraint.

NFG also took issue with the notion of re-
quiring LDCs to guarantee their use of data
would not be “to the detriment of any natu-
ral gas or electric market,” contending that
“changing capacity use inevitably affects
some retail customers negatively just as
changing upstream supplies may affect mar-
ket participants negatively.”

‘Very Broad’

In denying NFG’s request, FERC said it in-

tentionally made the scope of information-
sharing under Order 787 “very broad.”
Quoting from the order, FERC added, “The
commission is intentionally permitting the
communication of a broad range of non-
public, operational information to provide
flexibility to individual transmission opera-
tors, who have the most insight and
knowledge of their systems, to share that
information [that] they deem necessary to
promote reliable service on their system.”

It said that the potential for competitive
harm under that broad scope warranted
limiting it with a blanket authorization.

When Order 787 was announced, several
commenters called the no-conduit rule too
restrictive and offered modifications, in-
cluding exclusions from the third-party re-
striction. FERC denied those requests.

“PJM states that it intended its restrictions
on LDCs and intrastate pipelines to be an
extension of the commission’s no-conduit
rule to non-FERC jurisdictional facilities,
applied in a manner that mimics, as closely
as possible, those restrictions,” it said.

‘Untimely’

As for NFG’s request for a rehearing, FERC
determined it “untimely and thus statutorily
barred.”

It also noted that nothing in PJM’s Tariff
precluded NFG or any other entity from
sharing non-specific information needed to
ensure the reliability of system operations.

“As long as NFG Distribution does not re-
veal, directly or indirectly, the non-public,
operational information shared by PJM (e.g.,
information concerning a particular electric
generator), NFG Distribution can request or
direct its customers and operational coun-
terparties to perform specific actions based
on such information,” it said.
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FERC NEws

RTOs, ISOs and exempt wholesale genera-
tors will no longer have to file Form 566
(Annual Report of a Utility’s 20 Largest Cus-
tomers), a minor but annoying requirement.

The Federal Energy Regulatory Commission
eliminated the requirement for 82% of the
current 1,082 filers in an order last week
(RM15-3).

The commission noted that the report is
intended to capture sales to end-use cus-
tomers as opposed to those purchasing for
resale. As a result, RTOs and ISOs have had
toreport only that they had no applicable
sales. The same goes for exempt wholesale
generators, which by definition cannot
make retail sales.

FERC'’s order computes down to the dollar
the impact of the changes. Eliminating the
requirement to provide the name and ad-
dress of any residential customers will
save 29 utilities 15 minutes each ayear. In
total, the rule change will save $390,312,
FERC estimates.

But why did this rule exist in the first place?
And what purpose does it serve today?
Those answers are nowhere to be found in
the 25-page order, which notes only that
the form is the result of Section 305(c) of
the Federal Power Act, datingto 1935.

FERC'’s Frequently Asked Questions pro-
vides limited guidance, saying that the com-
mission uses the form along with Form 561
(Annual Report of Interlocking Positions) to
“determine whether public or private inter-
ests will be adversely affected by the hold-
ing of officer or director positions of both a
public utility and its customers.”

Have the two forms ever uncovered any
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i
FERC Eliminates Form 566 for Most Filers. So Why Does it Still Exist at All?

By Rich Heidorn Jr.

FERC-566 Annual Report of a Utility's Twenty Largest Purchasers (OMB No. 1902-0114)

Filing Public Utility Name
Lumens Energy Inc.

[Filing for Calendar Year
]

2015

Customer Name
260-261 Madison Avenue LLC

Customer Principal Business Address
261 Madison Ave 27th Floor, New York NY 10016

Jewish Museum of New York

1109 5th ave, New York NY 10128

United Charities Corp

105 E 22nd St, New York NY 10010

J&J Garment Knit Inc

80-50 Qitkin Ave, Ozone Park NY 11417

Clean City Bruckner LLC

1979 Bruckner Blvd, Bronx NY 10472

CHEF-AH GLATT INC.

4810 13 Ave, Brooklyn NY 11219

Kolombos Rest Inc

339 1 Ave rest, New York NY 10003

Meal Mart 13 Ave Corp

5421 New Utrecht Ave STO, Brooklyn 11219

T Stores Inc

1905 3rd ENT, New York, NY 10029

390 BERRY ST REALTY

390 Berry St, Brooklyn NY 11249

Williamsburg Kosher

159 Penn St, Brooklyn NY 11211

GBLS LLC

97 Broadway, Brooklyn NY 11249

ANTHONY SALIMENIY

847 E 52 St. Brooklyn NY 11203

PARK AV FIRE DOOR

1069 38 St, Brooklyn NY 11219

ROMA IRON WORKS

884 E 52 St. Brooklyn NY 11203

Blue Sky Development

461 Flushing Ave, Brooklyn NY 11205

99-101 DIVISION AVE

99 Division Ave, Brooklyn NY 11249

PARK AVENUE MGMT

97 Broadway, Brooklyn NY 11249

(Source: FERC)

problems or resulted in enforcement ac-
tions? A FERC spokeswoman couldn’t say
Monday.

FERC'’s action exempts all but 196 of cur-
rent filers, who are expected to spend a to-
tal of 1,071 hours annually on the paper-
work at a cost of $77,094 (assuming an
hourly cost of $72/hour).

FERC rejected the Edison Electric Institute’s
request to extend the exemption to qualify-
ing facilities or utilities participating in RTO
and ISO markets. The commission said utili-
ties participating in organized markets “may
well also make sales ‘for purposes other
than for resale.”

“Adopting EEI’s suggestion would virtually
eliminate the filing requirement, contrary to
the statute,” FERC said.

The commission also declined to exempt
transmission-only companies, but it said
they may escape filing requirements be-
cause the commission is eliminating the
reporting obligation for public utilities that
make no reportable sales for the preceding
three years.

It did, however, adopt EEI’s suggestion that
it eliminate the requirement that utilities
notify the 20 largest purchasers that their
names are being reported.

FERC Rejects Claims that MISO Snubs Generation Alternatives

Continued from page 14

FERC saw it differently. “If a generation
solution that goes through the interconnec-
tion process and has an interconnection
agreement filed with the commission does
in fact address the need, MISO will not iden-
tify a transmission facility to meet the need
and the generator alternative will have suc-

cessfully replaced a transmission facility,”
the commission said.

Not Viable

FERC agreed with DTE that MISO is unlikely

to replace an approved transmission facility
with a generation solution if the transmis-
sion developer has already begun right-of-way

acquisition, completed design and engineering,
ordered material and obtained permits.

“That means only that the generation solu-
tion did not have the necessary contractual
commitments for MISO to consider it a via-
ble alternative to the transmission solution
before the transmission solution had to
begin being developed,” the commission
said.

www.rtoinsider.com
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Alliant Switching from Coal to Gas
At Five lowa Plants in Settlement

ALLIANT Alliant subsidiary Inter-

E NE RGY state Power & Light is re-
tiring or switching five lo-
wa power plants from coal
to natural gas and upgrading two other lowa
coal-fired plants as part of a settlement with
the Environmental Protection Agency and
the U.S. Department of Justice.

.md Light

Plants in Cedar Rapids, Dubuque, Burling-
ton, Clinton and Marshalltown will be
switched to burn natural gas or retired, and
new emissions controls will be installed at
its two largest coal-fired plants, in Lansing
and in Ottumwa. “The terms we negotiated
in this settlement are consistent with our
long-term plan for clean energy,” said Doug
Kopp, Alliant Energy president. “We settled
with the EPA to avoid unnecessary delays
and ongoing uncertainty associated with
litigation.”

The settlement closes out litigation in which
the EPA said Alliant upgraded plants in
2006 and 2009 without installing required
emissions controls. The upgrades will cost
about $620 million, the company said, on
top of the $6 million it will spend on envi-
ronmental mitigation projects and a $1.1
million civil penalty.

More: The Gazette; Journal Sentinel

Kinder Morgan Board Gives
Go-ahead for $3.3B Pipeline

The Kinder Morgan Board of Directors ap-
proved the $3.3 billion Northeast Energy
Direct natural gas pipeline that will run from
Wright, N.Y., to Dracut, Mass. But the pipe-
line will have a smaller capacity than origi-
nally estimated.

The 30-inch diameter pipeline to be con-
structed by Kinder Morgan’s Tennessee Gas
Pipeline Company will carry up to 1.3 billion
cubic feet per day, down from initial esti-
mates of 2.2 bcf per day. The company said
it would amend its application with the Fed-
eral Energy Regulatory Commission if cir-
cumstances dictated the need to increase
capacity.

The project is designed to deliver Appalachi-
an shale gas to New England utilities and
power plants. The company said the lack of
pipeline capacity caused customers of ISO-
NE to pay $7 billion more for electricity
during the past two winters than they did
during the winter of 2011-12.

More: BusinessWire; MassLive

NRG to Switch Sandwich
Plant to Natural Gas

NRG'’s Canal Generating Station in Sand-
wich, Mass., will be returning to service,
fueled by natural gas, according to Sandwich
town officials.

Town manager Bud Dunham said NRG con-
firmed that the plant would switch from fuel
oil to natural gas. The 1,112-MW plant, for-
merly a Mirant asset, has been inactive for
several years. The repowering project is
expected to be completed in 2019.

“After many years of anticipation, NRG let
us know they are formally announcing plans
for arepowering project in Sandwich,” Dun-
ham said. NRG has not yet made a formal
announcement.

More: Wicked Local

Birds Block High-Voltage
Project in Wisconsin

Xcel Energy, Dairyland
@ Xcel Energy” power Cooperative and

WPPI Energy will have
to submit a new construction plan to Wis-
consin regulators for a high-voltage trans-
mission line under construction near La
Crosse to halt activity during a sensitive
bird nesting season.

Construction stopped last month in an area
where state-protected birds were nesting.
The Wisconsin Department of Natural Re-
sources said that a 1-mile section of the
project must halt during nesting season, but
work in areas outside of the nesting zone
will be allowed to continue.

The $500 million, 345-kV line will run be-
tween La Crosse and Rochester, Minn.

More: Milwaukee Journal Sentinel

Emera Investing $80 Million
In Tiverton Power Station

Emera Energy is investing $80 million to
upgrade its 265-MW Tiverton power sta-
tion in Rhode Island, boosting the output of
the combined-cycle gas plant by 22 MW and
improving its efficiency.

The upgrades to the plant’s gas turbines will
save an estimated $1 million per month in
fuel costs, allowing it to be dispatched more
often by ISO-NE. The project will be com-
pleted during a planned maintenance out-
agein April.

More: Businesswire

www.rtoinsider.com

Another Coal Company Falls
Victim to Low Prices

Alpha Natural Re-
A Alpha Natural Resources SOUFCES, a BriStOI, Va.-
=9

based coal producer,
says its shares will be delisted from the New
York Stock Exchange because its stock price
is too low.
The company said the exchange suspended
trading of its shares, which were priced last

at 24 cents. Alpha recently announced it
was cutting 800 jobs.

Coal mining companies are under stress,
especially those in the East, because of low
coal prices, low natural gas prices and com-
petition from other states. Patriot Coal in
May filed for bankruptcy for the second
time in three years.

More: Casper Star Tribune

Newly Crowned Utility
King Yet to Find Castle

WEC Energy Group,
WA vveC
Energy Group the newly created $9
billion merger of Wis-
consin Energy Corp. and Chicago-based
Integrys Energy, appears to be in no hurry
to set up new corporate headquarters.

WEC hasn’t narrowed down a location nor
has it hired commercial real estate brokers
to assist in the search, WEC spokesman
Brian Manthey told the Milwaukee Business
Journal. For now, WEC's center of gravity
remains in Milwaukee, the home of the for-
mer Wisconsin Energy Corp.

Most of the management in the new WEC
Energy consists of Wisconsin Energy execu-
tives, including CEO Gale Kappa. WEC said
its new headquarters will be in the Milwau-
kee area but it will retain separate offices
for operating units. Wisconsin Public Ser-
vice Corp., which was owned by Integrys,
will keep offices in Green Bay. Integrys’ for-
mer Peoples Gas unit will retain divisional
offices in Chicago.

More: Milwaukee Business Journal

Continued on page 20
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Continued from page 19 Brayton Point Holdings. It also snapped up  ability and communications. The utility’s
$2.8 billion in commercial generating assets score was 52 points higher than in 2014,
from Duke Energy. when Public Service Enterprise Group took

XCEI,S_ Monticello Nuclear Plant More: Houston Busi J | over the Long Island Power Authority. In
Running at Increased Output ore: Houston Business sourna 2013, LIPA scored 519.

The Nuclear Regulatory Commission has Invenergy to Build 200-MW Daniel Eichhorn, vice president of customer
granted permission for Xcel Energy’s Monti- . . . . services at PSEG Long Island, said the fig-
cello Nuclear Generating Plant to operate at Wind Project in Minnesota ures showed the utility was the most im-

a higher capacity following upgrades that Invenergy announced  Proved among a list of utilities with more
cost $748 million. InVCnerg plans tobuilda200-  than 750,000 customers. “The numbers tell
L . . y MW wind energy facili- Us we're very focused on customer satisfac-
The permlsswn allows the plant in Monticel- ty near Albert Lea tion. We are trying to create a better cus-
lo, Minn., to operate at 671 MW, up 12% Minn. The company has been working to tomer experience, to make it easier to do
from 600 MW. obtain landowner agreements for seven business with us, and improve reliability.”

The NRC action also means Xcel caninclude years. Invenergy said the 29,000-acre site
the upgrade costs inits next rate case. The ~ would have about 100 turbines.
cost of the project ballooned from $320 . . .
million to $748 million. The Minnesota Pub- At the same time, MISO is lookingat plans  ISO-NE says June Saw Lowest

lic Utilities Commission blamed the prob- :o gor'strutcr;c hlgh-vol;cage tran:hmlss:\c;IQ lines Monthly Prices in 12 Years
lems on Xcel's “imprudent management” o deliver the power from southern Minne-

and didn’t allow the company to receive a sota to markets.

return on its investment. Xcel wrote off Invenergy also owns and operates the 357- IS
$125 million, nearly half of its first-quarter MW Cannon Falls Energy Center, a natural

More: Newsday

Wholesale power prices
in New England fell in
June to under $20/MWh,
according to ISO-NE. The

new england

profits. ggsdgred plant that went into operation in regional grid operator said it was the lowest
More: Star Tribune ) monthly price in the 12 years of the compet-
More: Midwest Energy News itive power markets and nearly half of the
Help Wanted $37.92 price last June.
At Dynegy PSEG Long Island Remains Last “It's supply and demand,” said Matthew
. In Customer Service Ranking White, chief economist at ISO-NE. “With

;4‘. Dynegy is on the hunt June’s mild weather, demand for natural gas
Y&\ for corporate employ- €:§ PSEG 03¢ PSEG Long Island and electricity were both low, and the pipe-
DYNEGY  eesfollowingaflurry of o oM ISLAND remains lastinthe  Jine capacity was available to deliver a plen-
acquisitions over the countryamongma- tjfyl supply of exceptionally low-priced nat-

last year. The company said it was looking to  jor electric companies in residential custom- ra| gas.”

fill 113 jobs, with some of them needed at its er satisfaction, but it managed to increase

Houston headquarters where about 300 last year's score by 10%, according to a J.D. White noted that the dip in prices illustrates
people now work. Power survey. the seasonal volatility of prices in the New

o England market, which he attributed almost
Dynegy has made a total of $6.25 billionin  PSEG Long Island scored 584 out of a total entirely to natural gas pipeline constraints.

acquisitions in the last year. They include 1,000 points in the survey, which reviews
the purchase of EquiPower Resources and  factors such as power quality, billing, afford- More: [SO-NE

FEDERAL BRIEFS

Obama Admin Cracks Down on impacted by earlier operations. The Interior  EPA Watchdog Says Agency

Coal with Stream Regulations Department estimates that theruleswill *  gpqy1d Track Fracking Chemicals
safeguard 6,500 miles of streams in the next

The Obama administration ~ 20 years. «osm,  TheEnvironmental Protection
S\ % on Thursday toughened rules a s, Agency’s Office of Inspector

= Industry supporters denounced the new
; % to protect waterways from y « p,p . % General recommended the
5 S mandate. “It’s no secret that this overreach- 8

\\p_NT OF 7
&)

NN

&

coal mining by requiring min- ing rule is designed to help put the coal g < agency improve oversight of

. o
e INg activity to take place at country out of business,” said Sen. John Bar- 7 Pno“"\o
least 100 feet from streams. rasso (R-Wyo.). He called the regulation “job
The administration said the updated regula- -crushing” and “anti-coal.”
tions, which clarify earlier rules, require
mines to monitor streams near their opera-
tions and call for companies to restore areas

chemicals used in hydraulic
fracturing. The OIG said the
agency needed to crack down on the unli-
censed use of diesel fuel in fracking and
More: National Journal figure out whether to mandate public disclo-

%,
9Rch 3

Continued on page 21
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Continued from page 20

sure of fracking chemicals.

Although EPA’s oversight on fracking is lim-
ited by a 2005 law, it does have control over
the use of fuels and chemicals that could
affect the quality of drinking water. The
agency has approved the use of diesel fuel in
some fracking operations, but the OIG said
there are instances where “EPA and primacy
states have not been fully successful in their
efforts to effectively control the use of die-
sel fuels for well stimulation.”

The OIG also said the agency should also
address calls for the mandatory disclosure
of chemicals used in fracking. “To date, how-
ever, the agency has not addressed the com-
ments or developed a plan of action for the
next steps,” the report said, adding that EPA
“needs to develop an action plan with a
timeline to address the public comments
and determine whether to propose a rule to
obtain information on chemical substances
and mixtures used in hydraulic fracking.”

If confirmed by the Sen-
ate, Jessie Hill Rob-
erson, who served in the
George W. Bush admin-
istration as an assistant
secretary for environ-
mental management,
would be the third new
commissioner on the
NRC since September.

Roberson

Roberson has been vice chairwoman and a
member of the Defense Nuclear Facilities
Safety Board for the last five years. She has
held positions with several utilities, includ-
ing nuclear-power giant Exelon.

More: Washington Examiner;
Nuclear Energy Institute

NOAA, Others Say Oceans
Hot and Getting Hotter

An annual report by the National Oceanic
and Atmospheric Administration and the
American Meteorological Society said the
world’s oceans are warm and getting warm-

The trapped heat in the oceans provides
energy that feeds into tropical cyclones,
according to NOAA oceanographer Greg
Johnson. The report was compiled by more
than 400 scientists.

More: Associated Press

Federal Judge Dismisses 2nd Okla.
Lawsuit Against Clean Power Plan

Afederal judge on Fri-
day dismissed Oklaho-
ma’s second attempt to
block the Obama ad-
ministration’s climate
rule for power plants,
saying the state cannot
challenge the Environ-
mental Protection
Agency’s regulation
until it becomes final.

Egan

“The court finds no ex-

ceptional circumstances that would warrant
judicial intervention at this time, and plain-
tiff’s claims should be dismissed for lack of

er. subject matter jurisdiction,” ruled U.S. Dis-
trict Court Judge Claire Egan of the North-

ern District of Oklahoma.

More: The Hill
According to the report, the ocean surface
temperatures are the warmest in the 135
years that records have been kept. One rea-
son: About 93% of the heat from burning
fossil fuels goes into the oceans, which serve
as giant heat sinks. The seas are holding
record levels of thermal energy as deep as
2,300 feet below the surface.

Former DOE Official Tapped
For NRC by Obama Admin

The Obama administration nominated a
former Bush administration official to fill an
empty seat on the five-member Nuclear
Regulatory Commission.

Itis the second time in two months a federal
judge has dismissed an Oklahoma challenge
to the Clean Power Plan, both for similar
reasons. EPA is expected to issue its final
rule next month.

More: The Hill

STATE BRIEFS

Which State is the Most
Energy-Expensive?

DELAWARE

State Offers Rebates

Personal finance website WalletHub has released a study that .
To Spur Electric Car Sales

ranks the states and D.C. based on the average monthly cost of
energy, with breakdowns by electricity, natural gas, vehicle fuel and

- - The state has earmarked $2.7 million to fund the new Delaware
home heating oil.

Clean Transportation Incentive Program, which aims to encourage

D.C. ranked lowest overall, followed by Colorado and Washington
state. Connecticut, Wyoming and Massachusetts had the highest
overall energy bills. D.C. residents also pay the least for electricity,
followed by Illinois and New Mexico. Electricity costs are highest in
Hawaii, South Carolina and Alabama.

Lower prices don’t always equate to lower bills, the study shows. Its
authors used the states’ average monthly energy consumption in
each category and multiplied it by the average price, adding each
category to find the total cost. In Southern Louisiana, for example,
where the summers are hot but the electricity is cheap, residents
will pay more than in Northern California, where customers con-
sume less because the weather is temperate.

residents to buy electric, propane and natural gas vehicles.

The initiative will provide three rebate programs for consumers
and two grants for the development of infrastructure to support
alternative fueling. Rebates will run up to $20,000, and developers
may qualify for grants up to $500,000.

More: NewsWorks

Continued on page 22
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DISTRICT OF COLUMBIA

District to Buy Output of
Pa. Wind Farm in Record Deal

The district plans to
purchase the entire

IBERDROLA output of Iberdrola

RENEWABI.ES Renewable’s 46-MW
South Chestnut wind

farm in Pennsylvania, which will provide
35% of the municipal government’s renewa-
ble power portfolio.

The 20-year power purchase agreement is
the largest of its kind to be entered into by a
U.S. city and is expected to save taxpayers
$45 million over the next two decades. The
district has a goal to meet half its govern-
ment’s demand by 2032 with renewable
energy.

The wind farm contains 23 turbines on pri-
vate property in three townships in south-
western Pennsylvania.

More: Executive Office of the Mayor

ILLINOIS

State Sets Public Forums
For Power Line Project
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The Commerce Commission is planning
three public forums this month about the
proposed Grain Belt Express direct-current
transmission line. The line would run
through the lllinois counties of Pike, Scott,
Greene, Macoupin, Montgomery, Christian,
Shelby, Cumberland and Clark.

Clean Line Energy seeks a certificate of pub-
lic convenience and necessity for the 780-
mile-long project, which would deliver wind
power from Kansas to Indiana. Hearings are
set for July 28-29 at various sites.

More: lllinois Commerce Commission

I The report acknowledges that a fuel mix will

INDIANA

State Claims Global Domination
In Airport Solar Generation

©RTO Insider

Indianapolis International Airport says it
now operates the world’s largest airport
solar farm.

Contractors recently completed a second
phase of the airport’s solar farm, bringing
total output to 17.5 MW, or enough to pow-
er 3,200 houses. Indianapolis Power & Light
is buying the power from what now looks
like a sea of blue-colored solar panels near
the end of runways on the southwest corner
of the airport.

The 161-acressite is to expand farther this
year, with an additional 22 acres designated
for solar generation. When all three phases
are completed, the solar farm will consist of
87,000 panels.

More: Solar Power World

IOWA

Wind Could Meet 40% of
State’s Energy Needs by 2020

An American Wind
A%mw Energy Association
AWE AssociiTion report said the state
could produce
enough wind energy to meet 40% of its pow-

er needs by 2020 and all of its electricity
demand by 2030.

always be necessary, but it said wind, solar
and energy-storage technologies are im-
proving at a rapid rate. “lowa is already a
leader in wind energy, but this report shows
the Hawkeye State has just scratched the
surface of wind power’s benefit to the
state,” said Tom Kiernan, AWEA’s CEO.

The report said the wind energy industry
employs 7,000 in lowa at 13 factories and
assembly plants. Lease payments to land-
owners by wind energy companies could
increase from the $17.1 million a year now
to $55 million by 2030.

More: Des Moines Register; AWEA

KENTUCKY

Report: State’s CO2 Emissions
Highest in the Country

A new report looking
at air pollution from
the country’s power
plants found that the
company that emits the most carbon dioxide
per megawatt-hour is Big Rivers Electric.
Also in the top 10: East Kentucky Power
Cooperative.

BigRivers

ELECTRIC CORPORATION

The study considered how much electricity
the plants generate along with sulfur diox-
ide, nitrogen dioxide, carbon dioxide and
mercury. Seven of the 10 companies with
the highest emissions per megawatt-hour
were energy cooperatives.

Kentucky’s ranking is largely due to the por-
tion of coal in its energy portfolio, said Dan
Bakal of Ceres, a sustainability advocacy
group.

More: WFPL

MAINE

Study: Supply Boost to
Cost More than it Saves

An initiative to boost the region’s natural
gas supply would cost consumers more than
it would save them, according to a study
commissioned by the state Public Utilities
Commission.

A cost-benefit analysis of the Maine Energy
Cost Reduction Act, which was approved by
the Legislature in 2013, shows the act may
be counterproductive. Boston-based con-
sultant London Economics International
said the state’s plan to augment natural gas
supply would be costly. “Maine simply does
not use large amounts of gas and electrici-
ty,” it said.

The 2013 law is designed to lower energy
costs for consumers by having the state
enter into contracts to purchase up to 200
million cubic feet per day of natural gas at a
cost not to exceed $75 million annually.
Ratepayers in the state would foot the bill.

More: Portland Press Herald

Continued on page 23
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Power Marketer
Draws Complaints

Texas-based Clear-
view Energy is attract-
ing complaints for al-
leged aggressive sales
tactics by its door-to-door teams in Central
Maine Power’s service area. CMP and the
Maine Public Utilities Commission say cus-
tomers have complained that Clearview’s
salespeople sometimes ask customers to
show them their monthly bills.

CLEARVIEW

The company says it’s doing nothing wrong
and last week responded to a PUC request
for information with details about its train-
ing and sales protocols. The company also
blames CMP for stirring up trouble, charg-
ing that the utility’s staff is anti-competition.

The PUC, which licenses electricity suppli-
ers, said it is evaluating the information sub-
mitted by Clearview and deciding what, if
any, steps to take. It said that Clearview
appears to be the first electricity provider
using door-to-door sales in Maine, and it’s
the first time the PUC has received com-
plaints about the practice.

More: Portland Press Herald

MARYLAND

Pepco, SMECO Pair with
Energesco in Efficiency Program

/ Pepco and Southern
. Energesco Maryland Electric

TP Cooperative are
partnering with Energesco Solutions to pro-
vide energy and water efficiency for multi-
family buildings in the state under a new
rebate initiative, the Commercial Multifami-
ly Program.

Multifamily properties within Pepco’s 566
square miles of service area can apply for
rebates for energy efficiency projects like
LED lighting upgrades and HVAC enhance-
ments.

Energy costs in such communities represent
25 to 35% of expenses and are highly con-
trollable. Previously, multifamily owners
and operators were restricted to rebates for
upgrades in common areas.

More: EnergyEfficiencyMarkets.com

MASSACHUSETTS

Online Marketplace Would Allow
Comparison Shopping for Rates

The state is planning to build an online mar-
ketplace where consumers can shop for
competitive suppliers.

The Department of Public Utilities soon will
begin soliciting ideas to build the website.
Under the DPU proposal, companies initially
would be allowed to offer only fixed-rate
plans so consumers would be shielded from
hidden charges and confusing contracts.

Several other states, including Ohio, Texas,
Connecticut and Pennsylvania operate simi-
lar marketplaces. The state experienced a
growth in customers shopping for suppliers
after last year’s bone-chilling winter sent
electricity prices soaring.

More: Boston Globe
MICHIGAN

Legislators Eye Energy
Market Regulation

The Senate has begun hearings on a com-
prehensive energy plan governing how utili-
ties and alternative suppliers may operate in
the state and how renewable power and
energy efficiency programs will figure into
the equation.

Among other things, the Senate’s plan would
offer incentives for utilities that already
have met a renewable energy mandate to
increase their energy efficiency programs.

The most controversial aspect of the plan

would make it more difficult for electricity
customers to opt in or out of the competi-
tive retail supply market.

More: Detroit Free Press

Straits of Mackinac Pipeline Report
Shows ‘Gaps’ in Enbridge Info

=% .A -

A state report on the twin pipelines running

www.rtoinsider.com

under the Straits of Mackinac said operator
Enbridge’s assurances that the pipelines are
safe and don’t need replacement were un-
supported by data.

The report said the yearlong inquiry by the
state Department of Environmental Quality
and the Attorney General’s Office was ham-
pered by “gaps” in information provided by
Enbridge. Dan Wyant, DEQ director, said
Enbridge failed to provide comprehensive
information in many areas, including inspec-
tions and the nature and result of heavy
mussel encrustations that could be hiding
significant corrosion.

“Substantial questions remain and can only
be resolved by full disclosure of additional
information and rigorous, independent re-
view by qualified experts,” the report con-
cludes. The report was spurred in part by
the rupture of another Enbridge pipeline in
2010 that spilled oil into the Kalamazoo
River.

More: MLive

MONTANA

Renewable Advocates Say Utility
Blocking Small-Scale Solar, Wind

Montana-Dakota
Utilities wants to
assess customers
with wind and solar
generators a demand charge, but renewable
advocates say the utility is using the fee to
block small-scale generation.

% MONTANA-DAKOTA

UTILITIES CO.

A Divison of MDU Resources Group, e
In the Community to Serve

MDU built the fee into a 21% rate increase
it has proposed for about 26,000 customers
in the state. The company said it needs the
$1.50/kW demand charge to cover the cost
of providing power to wind and solar cus-
tomers when their self-generation isn’t suf-
ficient to meet their needs. The fee would
also pay for the costs of installing emissions
controls at plants in Montana and South
Dakota.

A Public Service Commission spokesman
says it was the first time a utility has asked
for a special fee for net-metering customers.
The Montana Renewable Energy Associa-
tion said the utility ignores the assertion
that customers who generate their own
power allow the utility to reduce transmis-
sion and distribution costs across the sys-
tem as awhole.

More: The News Tribune

Continued on page 24
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NEW HAMPSHIRE

Kinder Morgan Starts
Promotional Website

Kinder Morgan
has launched a
website aimed at
New Hampshire residents along the 80-mile
proposed route of the Northeast Energy
Direct natural gas pipeline.

KINDER?MORGAN

The pipeline would deliver natural gas from
the shale formations of Pennsylvania
through New York and into New England to
ease supply shortages. The new website is
part of a public outreach campaign by Kind-
er Morgan to communicate the need for the
project.

EnergymattersNH.com includes videos on
the project, an up-to-date project blog, as

well as a running list of upcoming project-

related meetings.

More: New Hampshire Union Leader

Another Electricity
Supplier Pulls Out

Gulf, which entered the competitive elec-
tricity market with much fanfarein 2013,
has quietly pulled out, the latest departure
from a business sector that one competitive
supplier says is on life support.

Competitive suppliers are having a hard
time beating the utility prices for residential
power supply. Bart Fromuth, a Republican
state representative from Bedford and head
of Resident Power, one of the earliest bro-
kers to enter the residential spacein 2012,
said the pullback mostly affects the retail
residential market.

“Commercial competition remains at
healthy levels,” said Fromuth. “The regulato-
ry environment for residential is absolutely
suffocating. In the interests of beefing up
consumer protection, the legislature and the
PUC are quickly cementing New Hamp-
shire’s position as the most unattractive
place to do residential supply in all of New
England.”

More: New Hampshire Union Leader

NEW YORK

Transmission Policy
Requirement Adopted
public policy require-

f NEW YORK
STATE OF
OPPORTUNITY.
ment related to the po-

tential need for additional transmission ca-
pability in Western New York. The decision
stems from a proceeding the commission
initiated last year to establish procedures
that it would use to identify any transmis-
sion needs driven by public policy require-
ments that would be referred to NYISO. The
Federal Energy Regulatory Commission’s
Order 1000 requires public policy be con-
sidered in system planning.

The Public Service Com-
mission has adopted a

The commission determined transmission
projects in Western New York that fulfill
such public policy requirements will now
become eligible for cost recovery through
NYISO’s Tariff if they are selected by the
RTO as the most efficient or cost-effective
solution. Designating Western New York
congestion relief as a public policy require-
ment will enable NYISO to solicit potential
project solutions and undertake an initial
analysis of the project’s viability. The PSC
did not adopt other proposed public policy
requirements for other regions.

More: NYPSC
NORTH CAROLINA

Amazon to Build
Major Wind Farm

Online retail giant Amazon plans to power
its cloud-computing division with the $400
million Amazon Wind Farm US East, set to
be built on 34 square miles in the eastern
counties of Perquimans and Pasquotank.

The project will start with 104 turbines and
will be built by Spanish wind farm develop-
er Iberdrola Renewables. It is expected to
begin generating power for Amazon’s data
centers late next year.

The project has sidestepped obstacles that
have felled such proposals in the past. The
208-MW farm is sited in isolated scrubland
locally knows as The Desert where there are
no homes, minimizing its impact on tourist
areas, military flight paths and bird migra-
tion routes.

More: News and Observer

OHIO

Study Shows Utica Oil and Gas
Play Much Larger than Thought

A study by West Virginia University shows
that the amount of recoverable oil and natu-
ral gas in the Utica Shale formation is much
larger than first thought. The geologic for-
mation, which includes parts of Pennsylva-
nia, West Virginia, Kentucky, New York and
Ohio, has about 782 trillion cubic feet of
natural gas and about 2 billion barrels of oil,
about 20 times the U.S. Geological Survey’s
estimate from three years ago.

“This is alandmark study that demonstrates
the vast potential of the Utica as a resource
to complement — and go beyond — what the
Marcellus has already proven to be,” said
Brian Anderson, director of WVU’s Energy
Institute. The study leans heavily on re-
search conducted by the Appalachian Qil
and Natural Gas Consortium.

“The revised resource numbers are impres-
sive, comparable to the numbers for the
more established Marcellus Shale play, and
a little surprising based on our Utica esti-
mates of just a year ago,” said Douglas
Patchen, director of the consortium. The
announcement came as low oil and natural
gas prices continue to curtail new produc-
tion.

More: Columbus Business First; National

Research Center for Coal and Energy
WISCONSIN

Enbridge Pulls Its Appeal of
Pipeline Insurance Regulation

Lawmakers amended
ENBRIDGE the sFaFe budget to

prohibit local govern-
ments from imposing higher insurance de-
mands on pipeline operators, a move that
handcuffs Dane County, which had demand-
ed Enbridge boost its liability coverage.
Enbridge immediately dropped an appeal of
the local mandate.

Dane County officials were irked. “Enbridge
filed an appeal properly, and we were set to
hear that appeal and make a decision,” said
Dane County Board Chairwoman Sharon
Corrigan. “That’s how it’s supposed to work.
But apparently Enbridge sent some lobby-
ists to make a different kind of appeal to the
Legislature and the governor, and got some
special treatment slipped into the budget.”

More: Wisconsin State Journal
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FERC Seeks Supply Chain Protection Against Cyber Threats

Continued from page 1

lers (PLCs). One, called Havex, was identi-
fied in June by cybersecurity firm F-Secure
and was used to conduct espionage against
several industrial companies in Europe.

Last fall, the Department of Homeland Se-
curity’s Industrial Control Systems Cyber
Emergency Response Team (ICS-CERT)
issued a warning that a Trojan horse virus
dubbed BlackEnergy had been found on
Internet-connected human-machine inter-
faces (HMls) from vendors including GE
Cimplicity, Advantech/Broadwin WebAc-
cess and Siemens WinCC. ICS-CERT also
cited public reports of a BlackEnergy cam-
paign against overseas targets that took
advantage of vulnerabilities affecting Mi-
crosoft Windows and Windows Server 2008
and 2012.

The virus is believed to have been planted
as early as 2011 but only activated recently
by government-backed hackers in Russia.

Third Time

Highlighting the seriousness of FERC's con-
cern, Commissioner Cheryl LaFleur noted
that the NOPR represented only the third
time the commission has ordered NERC to
initiate a standard. FERC previously or-
dered standards addressing geomagnetic
disturbances and physical security.
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“The work that NERC,
the industry and the
commission doon
cybersecurity must
obviously continually
evolve to meet the
changing nature of the
cybersecurity threat,
which we all see in the
news practically dai-
ly,” LaFleur said in a
statement. “Understanding the evolving
threats and how best to respond to them is
of critical importance.”

The NOPR only gave NERC general direc-
tions as to what the new standard should
include. The commission suggested it could
be based on the National Institute of Stand-
ards and Technology’s supply chain risk
management controls (SP 800-161). The
Department of Energy also has offered
guidance on cybersecurity procurement for
energy delivery systems.

SUMMARY

(Source: DHS)

“It’s too early in the process to say what a
standard might say or what the terms of it
might be,” FERC Chair Norman Bay said.

The order is intended to protect against
malware and other supply chain risks includ-
ing counterfeits and tampering or theft of
data.

The new standard would only apply to regis-
tered entities subject to NERC jurisdiction,
not vendors supplying them. “At this time
we aren’t seeking some sort of broader stat-
utory authority,” Bay said.

“While the commission’s CIP standards
don'’t specifically cover ... supply chain ven-
dors, there is undoubtedly a gap and vulner-
ability there that’s been identified now for
some period of time that | think all of us take
very, very seriously,” Commissioner Tony
Clark said. “I suppose the main idea is that
we're trying to ensure that security be-
comes effectively baked into the cake, as it
were, from the ground up in the systems
that the electric utilities use.”

The commission asked for comment on the
proposed standard, including what would be
“areasonable time frame” for its comple-
tion. Comments are due in 60 days from publi-
cation of the NOPR in the Federal Register.

Transient Devices

While FERC accepted most of the CIP
standards as proposed, the commission or-
dered NERC to provide additional justifica-
tion for its rules regarding risks posed by
“transient” electronic devices such as USB
flash drives and laptops.

www.rtoinsider.com

Alert (ICS-ALERT-14-281-01B)
Ongoing Sophisticated Malware Campaign Compromising ICS (Update B)

Original release date: December 10, 2014

More Alerts

This alert update is a follow-up to the original NCCIC/ICS-CERT Alert titled ICS-ALERT-14-281-01A Ongoing
Sophisticated Malware Campaign Compromising ICS that was published October 29, 2014, on the ICS-CERT web site

ICS-CERT has identified a sophisticated malware campaign that has compromised numerous industrial control systems
(ICSs) environments using a variant of the BlackEnergy malware. Analysis indicates that this campaign has been
ongoing since at least 2011. Multiple companies working with ICS-CERT have identified the malware on Intemet-
connected human-machine interfaces (HMIs).

The commission said it was concerned
about NERC'’s decision not to include rules
regarding use of transient devices on “low-
impact” cyber systems, including low-impact
control centers.

“Malware inserted via a USB flash drive at a
single low-impact substation could propa-
gate through a network of many substations
without encountering a single security con-
trol under NERC's proposal,” FERC said. “In
addition, we note that low-impact security
controls do not provide for the use of man-
datory anti-malware/antivirus protections
within the low-impact facilities, heightening
the risk that malware or malicious code
could propagate through these systems
without being detected.”

Nonprogrammable Components

The commission also said it was concerned
that NERC's standards provided limited
protection for nonprogrammable compo-
nents of communication systems, such as
cabling.

NERC has proposed physical access re-
strictions and encryption as protections
against physical attacks on nonprogramma-
ble equipment, session hijacking attacks
within a BES control center and man-in-the-
middle attacks — in which an attacker inter-
cepts and may alter data between two par-
ties who believe they are directly communi-
cating with each other.

But it “does not extend protections to real-
time data passing between control centers
outside of afacility,” FERC said.

The commission ordered NERC to modify
CIP-006-6 to require protection of all com-
munication links and sensitive data commu-
nicated between all BES control centers.

The other standards tentatively approved
by FERC were: CIP-003-6 (Security Man-
agement Controls); CIP-004-6 (Personnel
and Training); CIP-007-6 (Systems Security
Management); CIP-009-6 (Recovery Plans
for BES Cyber Systems); CIP-010-2
(Configuration Change Management and
Vulnerability Assessments); and CIP-011-2
(Information Protection).
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