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Probe Reveals More CPUC-PG&E
Contacts on Pipeline Blast

By Jason Fordney

California ethics officials have obtained new
evidence of apparent back-channel commu-
nications between Pacific Gas and Electric
and the state Public Utilities Commission in
the wake of the fatal San Bruno gas pipeline
explosion.

The disclosure comes as the CPUC is poised
to consider a proposed $86.5 million
settlement agreement over previously
disclosed improper communications
between commissioners and PG&E, the
pipeline operator blamed for the 2010
accident that killed eight people.

Jay Wierenga, spokesman for the California

Fair Political Practic-
es Commission
(FPPC), confirmed to
RTO Insider that the
agency is seeking
communications since
2012 between the
CPUC and Susan P.
Kennedy, a former
commissioner and

Kennedy

aide to former Gov. Arnold Schwarzenegger.

He provided no further details on the probe,
which was first reported by The San Diego
Union-Tribune.

But in late September, KNTV, the San
Francisco Bay Area’s NBC affiliate, guoted a

Continued on page 4

Top 30 Posts 5% Q3 Income Gain,
Fares Worse in Other Metrics

By Peter Key

The RTO Insider Top 30 saw improved profits
in the third quarter over 2016, but revenues
fell, and more than half of the companies
saw their top and bottom lines shrink.

Net income grew $563.7 million (5.3%) to
$11.1 billion as all 30 companies turned a
profit, indicating that their problems weren’t
strong enough to overcome the seasonal
strength of the quarter that includes the
year’s two hottest months. Still, 17 compa-
nies saw their income fall.

Revenue fell $1.36 billion (1.6%) to $85.4
billion, with 18 companies posting revenue
declines, in some cases because of unfavora-
ble weather.

American Electric Power posted by far the
largest increase in net income — $1.31 bil-
lion — but that was largely due to its 2016
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performance, when it lost $765.8 million
because of a $2.3 billion write-down on the

Continued on page 16
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NY Fine-tuning CES;
Phasing out EE Program

By Michael Kuser

New York is fine-tuning plans for meeting its
2030 renewable energy target and closing
the books on the energy efficiency programs
that it has used since 2008.

The New York Public Service Commission
earlier this month approved orders imple-
menting the second phase of the state’s
Clean Energy Standard (CES) and approving
the conclusion of its Energy Efficiency
Portfolio Standard (EEPS).

The CES adopted last year by the PSC
mandates that 50% of the electricity used in
New York be generated by renewable
energy sources by 2030. In a Nov. 16 order,
the PSC largely approved its staff’'s recom-
mendations for implementing Phase 2 of the
CES, which will add quarterly renewable
energy credit (REC) auctions (Case 15-E-
0302).

The order also continues limits on the sale
or transfer of Tier 1 RECs and institutes a
“divergence test” to identify and correct
REC supply/demand imbalances.

The New York State Energy Research and
Development Authority will continue
monitoring generators’ carbon emissions,
managing REC procurement and setting
Renewable Energy Standard (RES) targets
for load-serving entities three years in
advance.

PSC Chair John Rhodes said the new order

Continued on page 11
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California PUC, Customers Fight SCE Rate Hike

By Jason Fordney

State regulators and transmission custom-
ers of Southern California Edison are urging
FERC to reject the utility’s requested rate
hike for 2018, sayingiit is excessive and un-
warranted.

The California Public Utilities Commission
on Nov. 17 filed a protest after SCE last
month asked FERC to approve a $1.2 billion
revenue requirement, including an in-
creased return on equity, enhanced depreci-
ation rate and an adder for its membership
in CAISO.

“The CPUC opposes SCE’s proposed formu-
la rate, which eliminates the minimal rate-
payer protections contained [in] its current
rate and only benefits the company’s share-
holders,” the PUC said. “This proposed for-
mula will result in unjust and unreasonable
rates in 2018 and beyond and should be re-
jected.”

SCE requested a return on equity of
11.57%, calculated from a base ROE of
10.3%, compared with its current base ROE
of 9.3%. The PUC said the utility did not pro-
vide evidence that the hike is needed and
argued that its return should actually be re-

duced.

The state commission also disputed SCE’s
claim that Californiais a risky investment
environment, and said the 0.5% adder for
participating in CAISO is a “windfall” for in-
vestors. The utility is required to be in the
ISO by state law, the PUC noted.

Inits application to FERC, the utility cited
the growth of distributed energy resources
as a challenge, and said growth in renew-
ables — particularly at the distribution level
— has driven the need for new transmission
service. It also proposed an increase in its
depreciation rate from about 2.54% cur-
rently to 2.73%.

“Integrating distributed generation with
SCE’s transmission system is capital inten-
sive and complicated, but it is necessary to
achieve operational flexibility,” the utility
said. “This energy revolution provides great
opportunities but also presents a significant
amount of uncertainty.”

Also asking FERC to reject the rate hike was
a group representing 27 public agencies
that hold contracts with the California De-
partment of Water Resources to supply wa-
ter for drinking, commercial, industrial and
agricultural purposes. The group challenged

CAISO, PG&E Oppose Calpine RMR Terms

By Jason Fordney

CAISO and Pacific Gas and Electric are op-
posing the terms of a reliability-must-run
agreement for two California natural gas-
fired plants that Calpine submitted with
federal regulators early this month, compli-
cating an arrangement set to take effect at
the beginning of next year.

The ISO and PG&E filed separate protests
with FERC over the terms of the RMR
agreement for the Yuba City and Feather
River plants, filed with the commission Nov.
2 by Calpine subsidiary Gilroy Energy Cen-
ter. CAISO designated the units as RMR in
March, but the ISO told FERC that Gilroy
had not supported provisions related to
scheduling coordinator charges, greenhouse
gas emissions and gas prices.

CAISO is increasing its use of out-of-market
RMR payments to keep units online, raising

concerns that its market is not producing
the price signals sufficient to support units
needed to provide reliable electric service.
The ISO’s Board of Governors early this
month approved the third RMR of this year,
for Calpine’s Metcalf Energy Center. (See
Board Decisions Highlight CAISO Market Prob-

lems.) Costs are borne by utility ratepayers
such as those of PG&E.

CAISQO inits protest did not ask FERC to
reject the application but to set it for settle-
ment before the effective date of Jan. 1.

“There are also technical issues with the
inputs to the other rate schedules as well,
which the CAISO anticipates can be ad-
dressed through the exchange of infor-
mation during settlement discussions and
through further informal exchanges be-
tween the parties,” the ISO said.

PG&E said FERC should approve the RMR

SCE’s “proxy group” — a collection of simi-
larly positioned electric companies — used
to determine fair rates, as well as the base
ROE.

The state water contractors said that a large
number of the capital investments for which
SCE wants to recover costs “have been uni-
laterally approved by SCE management in
contravention of the requirements of
[FERC] Order No. 890 to develop local
transmission plans in an open and transpar-
ent planning processes.”

The group asked FERC to establish hearing
and settlement procedures over SCE’s re-
quest.

The Los Angeles Department of Water and
Power filed a separate protest saying the
ROE is “dramatically overstated.” The ROE
should be no larger than 8%, the agency ar-
gued in its protest. The department also
protested that the utility’s proposal allows
for executive bonuses to derive from trans-
mission rates.

Other parties opposing the rate hike include
the DWR; the City of Santa Clara and MSR
Public Power Agency; and the cities of Ana-
heim, Azusa, Banning, Colton, Pasadena and
Riverside.

Yuba City | Calpine

rates for Jan. 1, subject to refund, and
launch a separate proceeding “under Sec-
tion 206 of the Federal Power Act to exam-
ine whether the RMR program in the CAISO
tariff is unjust and unreasonable.” The utility
said “the RMR designations were prema-
ture” and will increase costs.

PG&E also noted the increased use of RMR
unitsinrecent years.

“After years of decreasing use, such that a
minimal number of facilities were designat-
ed as RMR units, the CAISO has designated
three new RMR units in PG&E’s service ter-
ritory for 2018 alone,” PG&E said.

www.rtoinsider.com
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Probe Reveals More CPUC-PG&E Contacts on Pipeline Blast

Continued from page 1

2013 email in which one commissioner
urged PG&E to take a tough stand during
secret settlement talks over the San Bruno
explosion, which killed eight people. In April
2015, the CPUC ordered the company to
pay $1.6 billion in fines and penalties for
safety violations.

CPUC spokesperson Terrie Prosper
confirmed the agency is responding to an
Aug. 21 data request from the FPCC. PG&E
said it had no comment on the investigation.

New Violations?

A spokesperson for The Utility Reform
Network (TURN) told RTO Insider last week
that the newly disclosed emails should be
considered separately from the settlement
proposed by a CPUC administrative law
judge on Sept. 1, which is awaiting action
from the commission. TURN is a party to the
settlement, negotiated over the past two
years between PG&E, CPUC enforcement
staff, the cities of San Bruno and San Carlos,
and the Office of Ratepayer Advocates.

“The commission needs to take a look at
these new ones that appear to show more
violations,” TURN spokesperson Mindy
Spatt said. “PG&E may well think ‘you've
seen one email, you've seen them all,’ but
each of these emails involve separate
violations.”

ALJ Robert Mason approved most of the
settlement, which includes $63.5 million in
foregone revenue requirements for 2018
and 2019; a $10 million penalty to be
amortized in the company’s next general
rate case cycle; and $6 million each to San
Bruno and San Carlos. But the judge said the
commission rejects a $1 million fine to the
state general fund as too low.

“Given the flagrant and pervasive nature of
PG&E'’s actions that were not only illegal,
but tainted the commission’s regulatory
process and undermined public confidence
in the integrity of the commissioners and
their staff, the commission has determined
that a larger fine should be imposed,” Mason
wrote.

“This proceeding shall remain open pending
the resolution of whether PG&E shall agree

www.rtoinsider.com

to pay the increased fine of $12 million to
the state of California General Fund,”
Mason wrote.

Kennedy, a longtime member of the
California political elite, is a partner in San
Francisco-based Caliber Strategies, a public
affairs consulting team, and founder of
Advanced Microgrid Solutions (AMS), an
energy storage company whose investors
include Schwarzenegger.

Aside from a broad request for all communi-
cations from 2012 to present, the FPPC
data request specifically seeks correspond-
ence between the PUC and Kennedy and
others at Caliber Strategies that mention
PG&E, the pipeline explosion “or any related
legal, legislative or regulatory actions that
resulted from said explosion.”

The FPCC also requested
communications between
Kennedy and former
Commissioner Catherine
Sandoval; former CPUC
Executive Director Paul
Clanon; current CPUC
Communications Advisor
Lester Wong; current
CPUC Director of
Planning Marzia Zafar; former CPUC
President Michael Peevey; Carol A. Brown,
Peevey’s former chief of staff; and Brigadier
General Emory “Jack” Hagan, former
director of the CPUC’s Consumer Protec-
tion and Safety Division.

Sandoval

The document seeks “any and all verifica-

tion applications, including all supporting

documents, submitted to or through The

Supplier Clearinghouse,” a company that

certifies minority- and women-owned

businesses under a CPUC diversity pro-
ram.

The FPPC was created by the state’s
Political Reform Act of 1974, and its
enforcement division has power to take civil
actions, not criminal prosecutions, which
are under authority of local district attor-
neys or state attorneys general.

A veteran of the California political scene,
Kennedy has worked as chief of staff for
Schwarzenegger, cabinet secretary to
former Gov. Gray Davis, communications
director for U.S. Sen. Dianne Feinstein and
executive director of the California Demo-
cratic Party.

Kennedy'’s spokesman James C. Harrison
said in a statement last week: “Ms. Kennedy
is aware of the information request and is
providing the Fair Political Practices
Commission with all of the necessary
information regarding the inquiry.”

Kennedy Discusses Peevey,
Sandoval with PG&E

The newly disclosed emails reveal Kennedy,
then a PG&E consultant, discussing the San
Bruno case with PG&E Vice President of
Regulatory Relations Brian Cherry in 2013.
PG&E said in January 2015 that it had
provided 65,000 emails to the CPUC, fired
executives including Cherry and implement-
ed new compliance programs to address the
improper ex parte contacts.

KNTV reported in September that PG&E
had made aregulatory filing stating that it
discovered additional emails in response to
a search requested by an “unspecified
government agency.”

The TV station quoted from an email in
which Kennedy related to Cherry how
Sandoval told her PG&E should advise their
critics “to take a hike.”

“First, she said she heard the settlement
parties wanted [information redacted] ...
she would advise us to tell them to take a
hike because no one is going to [redacted]
with convincing evidence by the other side. |
found this interesting given that [Hagan] is
suggesting we need to do more work with
the prosecutors,” Kennedy said in the email.

Sandoval did not immediately respond to a
request for comment.

InalJan. 9,2013, email, Kennedy discusses
meeting with Peevey and recounts his
criticism of the CPUC’s “mishandling” of the
San Bruno case.

“He hopes [Hagan] can bring something
home — but that the crazies are so far out
there it may not be possible. Blamed most of
the craziness on the locals in [San Bruno]
and his personal prosecutor, Jerry Hill.
Sounds like a settlement was highly unlikely
but not completely off the table.”

Kennedy discusses a “second date” with
Hagan in Los Angeles to see a Schwarzeneg-

Continued on page 5
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Continued from page 4

ger movie and that “if | can bring it up
without it pushing him the wrong way, |
will.”

Hill, now a state senator representing San
Bruno, last December guestioned why an
investigation launched in 2014 by then-
Attorney General Kamala Harris into
Peevey’s private communications with
PG&E was never resolved.

Peevey, appointed president of the CPUC in
2002 by Davis, and reappointed by
Schwarzenegger in 2008, stepped down
from the CPUC on Jan. 1,2015.

Yamout Communications

The FPPC datarequest
also sought communi-
cations of Manal
Yamout, a partner with
Kennedy in Caliber
Strategies whois also
senior vice president of
policy and markets for
AMS. The request seeks
Yamout’s communica-
tions with the San Francisco-based ride-

Yamout

4th Ann aIGrld Scale
Storage Confere{lce

\ Exammmg IncreasedReliability, Sustalnablllty and-
Per\formanc\e\of Large)Scale Storage Fac:lltles

Febru\ary I4—
San

sharing company Lyft.

Yamout is a former top adviser to
Schwarzenegger and Gov. Jerry Brown. She
also has served as California’s assistant
secretary for international trade, and
special assistant to former First Lady Maria
Shriver.

Yamout was the topic of a November 2014
report by the U.S. Department of the
Interior’s inspector general regarding her
romantic relationship with former DOI
Senior Counselor Steven Black when she
was a lobbyist for Florida-based NextEra
Energy. The U.S. Attorney’s Office for the
District of Columbia declined to prosecute
the case. Black recused himself from
matters involving NextEra and resigned
from the department in May 2013.

Both Black and Yamout were members of
the Renewable Energy Policy Group,
created in 2009 by Schwarzenegger and
Interior Secretary Ken Salazar, under whom
Black served. The group was formed to
improve federal-state coordination in siting
renewable energy projects.

Yamout did not respond to a request for
comment regarding the investigation.

\ .

75/20’8/
Fran,_, co; CA

7

Strong Growth for AMS

AMS has grown into a major player in
California’s burgeoning energy storage
market since its founding in 2013. Kennedy
started the company with the late Jackalyne
Pfannenstiel, a former PG&E executive who
also served on the CPUC and the California
Energy Commission.

AMS is not mentioned in the FPCC infor-
mation request.

The company and Macquarie Capital have
teamed up to deploy a 50-MW fleet of
energy storage batteries in the service
territory of Southern California Edison.

Last year, Macquarie announced a $200
million investment to fund AMS projects in
California. The company is also funded by
Southern Co.; DBL Partners; GE Ventures;
AGL Energy, Schwarzenegger; and an
investment firm named Energy Impact
Partners.

Energy Impact Partners’ Advisory Board
counts among its members Steven Chu,
secretary of energy under President Barack
Obama; Spencer Abraham, secretary of
energy under President George W. Bush;
and Rodney Slater, secretary of transporta-
tion under President Bill Clinton.

Trading energy? You can't afford to miss
our coverage. RTO Insider is the only media
in the room for RTO/ISO stakeholder
meetings on energy, capacity and ancillary
services market rules, covering the
policymaking months before the tariff
filings at FERC. See what you'’re missing —
and what your competitors already know.

If You’re not at the Table,
You May be on the Menu

Contact Marge Gold (marge.gold@rtoinsider.com)
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Regulators Fear Cross-Border Tx Risks ERCOT’s FERC Exemption

By Tom Kleckner

Texas regulators are concerned that transmission projects along
the U.S. border with Mexico may threaten their exclusive jurisdic-
tion over ERCOT.

In a Nov. 16 memo to Commissioners Brandy Marty Marquez and
Arthur D’Andrea, Public Utility Commission Chair DeAnn Walker
said a pair of recent developments could place the electrical
separation between ERCOT and the rest of the country “in jeop-
ardy” by allowing energy to flow between Texas and other states
through Mexico’s national grid. ERCOT has several synchronous
(alternating current) and asynchronous (direct current) ties with
the Mexican grid.

Walker pointed to Nogales Transmission’s application for a
presidential permit to build an HVDC interconnection between
Arizona and Mexico (OE PP-420). The project would consist of a
150-MW substation in Tucson Electric Power’s service territory,
capable of being expanded to 300 MW; a 138-kV transmission line
on the Arizona side near the city of Nogales; and a 230-kV line
across the border that would connect to the Mexican grid. Nogales
Transmission is a subsidiary of Dallas-based Hunt Power.

Walker also is concerned about an HVDC line linking the Mexican
state of Baja California with the country’s central grid. That project,
in the advanced planning stage, would provide a major tie between
Mexico and California, which already has two connections with
Baja California with a total capacity of 800 MW. In addition,
California’s Imperial Irrigation District (11D) signed an agreement
with CENACE, Mexico’s grid operator earlier this year, to study the
exchange of up to 600 MW of energy with Baja California. IID has
said the two have plans for a pair of interties to be completed in
2019 and 2020.

The Baja California system is part of the Western Electricity
Coordinating Council (WECC) and not interconnected with the rest
of Mexico. Sempra Energy also has a presidential permit that allows
it toimport renewable energy from Baja California, helping make
up for the loss of the San Onofre Nuclear Generating Station.

“Those are issues that will occur outside of the United States for
which the [Texas] commission will likely have no notice or partici-
pation opportunities,”

Walker told Marquez

and D’Andrea. l—

the PUC “to convey

concern” that the \ ,

Nogales interconnection . }
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Sharyland Utilities DC tie to Mexico could not flow into WECC
territory “because the Baja California system is not interconnected
with the national Mexico grid,” she said.

“I'm very, very concerned about it,” Walker said. “Even if they take
care of the issues in Arizona, | still have concerns about the impacts
in California. We need a solution. This isn’t something we're going
to sit back and wait for it to happen.”

Nogales Transmission has asked the Department of Energy to
delay processing its presidential permit until it can obtain “the
necessary FERC disclaimer” of jurisdiction, Walker said.

Walker noted in her memo that FERC could exert its jurisdiction
over ERCOT through the Commerce Clause of the U.S. Constitu-
tion “if the commingling of power between ERCOT and the rest of
the United States occurs.”

Because ERCOT administers the Texas Interconnection — located
solely within the state and not synchronously interconnected with
the rest of the U.S. — FERC generally does not have jurisdiction
over the ISO. There are several DC lines between Texas and other
U.S. states; developers of these lines must seek a declaratory order
from FERC saying they will not affect ERCOT’s independent status.

Under the Federal Power Act, FERC has no jurisdiction over
transmission lines that cross international boundaries if they don’t
also cross U.S. state lines.

Walker has already met with the leadership of AEP Texas, Center-
Point Energy, Oncor and Sharyland to discuss the situation. AEP
and Sharyland own the state’s three DC ties with Mexico.

Walker noted the Nogales project would transmit from Arizona to
the Mexican transmission system, to which Sharyland is already
connected. “The change of circumstances suggests that Sharyland,
ERCOT and other market participants should seek an order from
FERC that they will retain their nonpublic utility status” under the
FPA, Walker said.

ERCOT's independence “is not only a source of pride, but it makes
our market work so well,” Marquez said during the commission’s
Nov. 17 open meeting. “We have to explore every opportunity to
preserve and protect our jurisdiction.” She said she would be
working with ERCOT staff to see “what types of mechanisms we
can use” to protect the ISO’s independence.

Cd. Juarez-El Paso ( H-'l
Cd. Judrez-El Paso |Tx
La Amistad-
Amistad Dam Nuevo Laredo- Laredo (TX), 100 MW.
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Cumbres-Rail Road (TX), 150 MW
Halamo os-Military H. (TX), 180 MW
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Piedras Negras-Eagle Pass (TX). 36 MW.

chin

Coon
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Dynegy Auction Proposal Fails to Gain Ill. Lawmaker Support
ICC to Hold Workshops on Future of Zone 4

By Amanda Durish Cook

Dynegy’s most recent bid to develop a
specialized capacity market for downstate
Illinois has failed to gain traction in the
state’s legislature, but the conversation
around the region’s resource adequacy is far
from over.

The legislation (SB 2250/HB 4141), which
would have created a separate competitive
capacity auction for central and southern
Illinois administered by the lllinois Power
Agency, failed to advance after hearings this
month.

Dynegy last month characterized the
competitive auction as “subsidy-free” and
“fuel-neutral.” It was expected to translate
into higher clearing prices.

“It didn’t move but that doesn’t necessarily
mean it’s dead. | think they will try again in
the legislature in 2018,” said Jessica
Collingsworth, an energy analyst with the
Union of Concerned Scientists. “Coal is on
its way out, and Dynegy is holding on for as
long asit can.... | think it may be the same
exact bill [in the future]. They seem to have
stuck with that on the legislative angle.”

MISSION E
IN THE MIDWEST

December 4-5, 2017
Indianapolis, IN

Dynegy did not respond to a request for
comment on its next steps. The company
has said the “lack of a functioning capacity
market” in MISO’s Zone 4 is to blame for
power plant closures and, in turn, increased
electricity bills as shortage pricing is
imposed in the absence of sufficient
baseload generation.

The Houston-based company said the
legislative proposal was meant to address
electric reliability and price stability in Zone
4. Last year, FERC rejected MISQO'’s separate
three-year forward capacity market design
for deregulated portions of its footprint.

No Support for NOPR

Although coal-fired generation represents
more than one-third of Dynegy’s capacity,
the company does not support the cost
recovery for coal and nuclear facilities
proposed by Energy Secretary Rick Perry
(RM18-1). (See FERC Flooded with Comments
on DOE NOPR.)

“Even from the perspective of a coal
generator, the proposed rule should not be
adopted because it would substantially, and
potentially irreversibly, harm the nation’s

®

competitive electricity markets,” Dynegy
wrote. While acknowledging the NOPR
would solve its price problems in MISO, the
company nevertheless said it amounts to a
“reregulation of coal and nuclear facilities
that would severely harm, and potentially
represent a death blow to the competitive
markets that [FERC] has worked hard to
develop.”

Dynegy CEO Robert Flexon said the
separate auction would safeguard against
distorted prices from regulated utilities.

“Under the status quo, the viability of
existing plants that are fully environmental-
ly compliant is threatened, as are thousands
of local jobs and support functions. This
legislative proposal would help safeguard
our downstate plants without the use of
subsidies, while encouraging investment in
all sources of power supply — including
conventional generation, demand response
and renewables.”

Collingsworth noted the legislation did not
require Dynegy to keep any of its coal plants
operating.

Continued on page 8
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Dynegy Auction Proposal Fails to Gain Ill. Lawmaker Support

Continued from page 7

“Even if a bill were to pass, there’s no guarantee from Dynegy that
these coal plants will stay open,” she said. “So what happens if we
give them a bailout, and they only keep two plants open and run
them harder? That’s still closing plants in communities.”

Collingsworth believes increased renewables and storage can be
profitable even considering Zone 4’s deregulated market.

“I think people want solar on their roof. And | think that if they can’t
have that, they want to buy into a community solar program. | think
there is a lot of opportunity with the Future Energy Jobs Act. We
have not even touched the surface of our solar potential in central
and southern lllinois,” she said.

Dynegy has warned that another 30% of total downstate resources
could retire over the next three years “due to an inability to cover
operating costs.”

Dynegy has at least partial ownership in eight Zone 4 power plants
totaling 6,500 MW, making it responsible for nearly 50% of
electricity production in the local resource zone. Zone 4 currently
has 57 utility-scale generating stations with a combined 16 GW of
nameplate capacity.

The largest recent capacity declines in Zone 4 can be attributed to
the retirement of Dynegy coal-fired generation. In the last two
years, the company has shut down a combined 1.25 GW of coal-
fired generation: the 500-MW Wood River power station in Alton,
617 MW at the Newton power plant and 136 MW at the Edwards

FINANCIAL TRANSMISSION AND
AUCTION REVENUE RIGHTS

EUCI

www.EUCl.com

January 29-30, 2018
Washington, DC

plant in Bartonville.
Whitepaper, Workshops

MISO this year maintained there is no reliability issue Zone 4,
predicting a 0.7-GW capacity surplus in the region in 2018, up from
the 1.6-GW shortfall the grid operator predicted for 2018 inits
2016 resource adequacy survey produced in cooperation with the
Organization of MISO States. (See Capacity Survey Shows MISO in
the Black.)

“MISQO’s recent 2017 OMS-MISO survey results suggest that Zone
4 capacity requirements will continue to be met through 2022.
Planned transmission and generation provide additional reason for
optimism in this regard,” the lllinois Commerce Commission wrote
earlier this month in a white paper requested by Gov. Bruce Rauner
as aresponse to MISQ’s appeal for a resource adequacy plan.

The commission’s report said the state has four options to address
resource adequacy in central and southern lllinois: continue to rely
on existing competitive forces and market structures; impose
additional capacity requirements on load-serving entities; create a
reliability portfolio standard; or encourage or require utilities to
switch RTOs. Dynegy last year proposed legislation that would
transition the entire state into PJM’s markets. (See Dynegy Introduc-
es Bill to Move All of Ill. Into PJM.)

MISO officials will participate in a pair of workshops on Zone 4
resource adequacy beginning Dec. 7 at the ICC’s offices. Stakehold-
er comments on the challenges of Zone 4 are due to the commis-
sion on Nov. 30.

lllinois EPA Rule Change Still in the Works

Meanwhile, Dynegy continues to work with the lllinois Environ-
mental Protection Agency to revise the state’s Multi-Pollutant
Standard, a 2006 clean air standard for coal plants. The company is
advocating that an annual cap on sulfur dioxide and nitrogen oxide
emissions be imposed on the state’s coal fleet as a whole, rather
than on individual power plants. If approved, the new sulfur dioxide
limit would be almost double what Dynegy emitted last year, while
the nitrogen oxide cap would be 79% higher. The caps would not be
decreased should Dynegy retire or mothball any plants.

The new rule was initially expected to be adopted this month, but
the lllinois Pollution Control Board now plans to hold hearings on
the change on Jan. 17 in Peoria and March 6 in Edwardsville. Peoria
is near the shuttered Edwards plant, while Edwardsville is close to
the vacated Wood River plant.

“This is going to give these communities a chance to speak out,”
Collingsworth said. “It was so fast. | think the environmental
community played a role in saying, ‘Whoa, pump the brakes’ and
delayed this. You do need to have public input in this.”

The lllinois Clean Jobs Coalition said the revision would result in
“massive new air pollution for the state of lllinois and beyond.”

www.rtoinsider.com
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New York Works to Frame Carbon Policy

By Michael Kuser

ALBANY, N.Y. — The planning for pricing
carbon into NYISO’s markets should be
more clearly defined, stakeholders told ISO
and New York state officials last week.

A good starting point: clarify the charter for
the state’s Integrating Public Policy Task
Force (IPPTF), some stakeholders contended.

“The problem we’re trying to solve is related
to the Clean Energy Standard and trying to
get 50% of [electricity] consumption from
renewables, and one component of that is to
incentivize clean generation. That's what
carbon pricing is doing,” said Anthony Fiore,
director of energy regulatory affairs for
New York City. “The other part is then to
actually get that generation where the load
is, which | think would be solved by a
different set of tools.”

Stakeholders shared their views Nov. 20 at
athird public hearing stemming from carbon
pricing proposals set out in The Brattle
Group report, and the second meeting of the
IPPTF, a joint effort established by NYISO
and the New York Public Service Commis-
sion in October to explore the carbon
pricing issue. About 60 people attended the
meeting, including PSC Commissioner Diane
Burman. (See New York Stakeholders Ques-
tion Carbon Pricing Process.)

Defining Goals

Co-chairing the session was Nicole Bouchez,

NYISQ’s principal economist of market
design, who said the purpose of the IPPTF is
“to facilitate dialogue on market design
alternatives” able to harmonize the ISO’s
markets with the state’s carbon policies.

“That’s the goal. It is not a broader review of
the [CES]. It is a fairly defined topic for the
task force,” Bouchez said.

Fiore had a more expansive take of the
IPPTF’s possible role.

“l understand that we can narrowly focus
this task force, but | think it's a mistake and
amissed opportunity if we don’t lay out
what the bigger issue is that lies behind this,
because this is not the whole thing,” he said.

Erin Hogan of the Utility Intervention Unit
at New York’s Department of Public Service
shared Fiore’s concerns.

“If we had a defined goal of what we are
trying to achieve, it would help develop the
criteria to have an alternative analysis of the
market design concepts,” she said. “As an
analogy, in western New York, we had
various transmission proposals and one
party was advocating that their larger
carbon reduction was a better option than
the lower-priced transmission and also
increased operability. So by not having
those clearly defined criteria, it’s going to
make it a little challenging to evaluate the
alternative market design concepts.” (See
Public Policy Tx Project Wins Key NYISO
Endorsement.)

New York City Deputy Director for Infra-

IPPTF Chairs Marco Padula, of the New York DPS (left) and Nicole Bouchez, of NYISO | © RTO Insider

www.rtoinsider.com
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“Before we can go to the granular
level of the questions on the table, we
need consensus around what is the
objective that we are trying to solve...”

Susanne DesRoches, New York City

structure Susanne DesRoches said, “Our
comments to the charter speak to needing
to fully identify what the parallel processes
are. For instance, how does transmission
play into this conversation? We don’t want
to be in a position to be pricing power in one
part of the state higher than the other
because we can’t get low-carbon power to
the downstate region.

“Before we can go to the granular level of
the questions on the table, we need consen-
sus around what is the objective that we are
trying to solve and how our other processes
get us to that resolution as well.”

IPPTF co-chair Marco Padula, DPS deputy
director for market structure, said, “You
should identify those other processes and
we should add them to this list. If you
believe there are other processes that need
to be studied, please, let’s add them.”

Preventing Leakage

The hearing’s agenda listed 15 recommend-
ed topics, starting with carbon leakage and
resource shuffling.

Carbon leakage is defined as an increase in
emissions in states parallel to one reducing
them. Resource shuffling refers to the
practice of utilities scheduling their lowest-
emission generators to serve areas with
emission caps, while letting heavier pollut-
ers simultaneously serve customersin
neighboring regions.

Bouchez emphasized the task force was
looking more for questions than answers at
this point, and that it would address the
leakage issue more fully at a Dec 11 tech-
nical conference.

She identified questions arising from the
group’s prior hearing, which included:

¢ How would a carbon charge be applied to
interregional transactions?

¢ Should specific charges be applied to
each neighboring region, or should the

Continued on page 10



http://www.rtoinsider.com/
http://www.rtoinsider.com/
http://www.nyiso.com/public/webdocs/markets_operations/documents/Studies_and_Reports/Studies/Market_Studies/Pricing_Carbon_into_NYISOs_Wholesale_Energy_Market.pdf
https://www.rtoinsider.com/nyiso-carbon-pricing-brattle-report-78728/
https://www.rtoinsider.com/nyiso-carbon-pricing-brattle-report-78728/
https://www.rtoinsider.com/nyiso-nextera-empire-state-line-49383/
https://www.rtoinsider.com/nyiso-nextera-empire-state-line-49383/

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

NOVEMBER 28, 2017 Page 10

NYISO NeEws

New York Works to Frame Carbon Policy

Continued from page 9

same charge be applied to all?

e Would crediting the carbon charge on
exporting interregional transactions
create incentives to sell power out of
state?

o Will the biggest emitters see this as an
incentive to export more energy from
New York?

Mark Younger of Hudson Energy Economics
said the question of whether to apply a
carbon charge to resources under 25 MW or
to any fossil-fuel backed distributed energy
resource also has leakage implications.

“In other words, not applying to those
examples is a form of leakage,” Younger
said. “You can take a relatively efficient
wholesale generator, and because you'’re
adding a carbon charge to it, [you’re] making
it look like it's [more] desirable to run a sub-
25-MW, much-less-efficient resource rather
than take power from there. And that’s the
same thing we're talking about with external
areas as well.”

Miles Farmer of the Natural Resources
Defense Council said that leakage is a retail
— as well as wholesale — market issue. “As
we've heard, there’s DER leakage, potential-
ly, leakage to other sectors, and then | think
there’s also arole for DPS in setting the
policy inregard to leakage that then NYISO
could implement,” he said. “To some extent,
that’s a substantive question that | imagine
different stakeholders will have different
views on.”

Pricing Carbon Affects Everything

Stakeholders said many of the topics were
interrelated, such as whether locational-
based marginal prices should transparently
reflect carbon charges, how to apply the
cost of carbon to generator emission rates
ahead of delivery, how to allocate carbon
revenues, and the possible effects of a
carbon price on the capacity market.

NYISO Senior Manager for Market Design
Michael DeSocio said, “If you take a DER
that is a combination of renewable and non-
renewable, I’'m not sure when we aggregate
those two pieces up to a single resource that

www.rtoinsider.com

“Thinking about changes and what’s

needed in the capacity market, we've
said look at what New England ... and
what PJM [have] been talking about.”

Kelli Joseph, NRG Energy

we will know exactly how to apply that cost
of carbon, but we certainly know after it
runs what it did and how much to charge it.”
He said the carbon charge might be an
opportunity cost-based process in which a
resource will be charged after the fact but
will need to determine beforehand what
cost to incorporate into its offer.

“Or do we need to figure out all the permu-
tations of every configuration of every
facility to then apply a cost up front directly
into the offer?” he said. “There are some
pros and cons to both sides. We first start to
think about this with generator fuel blends,
but then you take it down the path where
we had discussions this morning about
DERs, and it gets even more complicated.”

Kelli Joseph, NRG Energy’s director of
market and regulatory affairs, said that
pricing carbon would not change the
dynamics of New York’s grid, where
lopsided load balances create transmission
constraints between upstate and down-
state, particularly around New York City
and Long Island.

“Thinking about changes and what’s needed

Draft
BIC Initial
update Work
on IPPTF Plan
1211317 Jan, 18

A

in the capacity market, we've said look at
what New England has been talking about
and what PJM has been talking about,”
Joseph said. “They’re talking about moving
towards a two-tiered clearing market where
you have resources that are brought on
because of state policy, and that’s highly
likely to continue here even if you price
carbon because of this transmission issue. ...
Even if we price carbon, what we do in the
capacity market has to be a big part of this
discussion.”

Howard Fromer, director of market policy
for PSEG Power New York, asked how the
sector will determine the social cost of
carbon.

“We can’t have a situation where we define
the problem at $45 but our solutions are
multiples of that,” Fromer said. “l don’t know
how you sell that to the public and explain
to them why you should pay more than what
you said the problem is worth. That doesn’t
work too well.”

DeSocio said NYISO planned to use a Dec. 5
joint Market Issues Committee and ICAP
Working Group meeting to brief stakehold-
ers on what other RTOs are doing to
integrate public policy in wholesale markets.

Bouchez said the task force would hold a
technical conference Dec. 11, but that it was
unclear whether it would be necessary to
hold the public hearing scheduled for Dec.
18, given its proximity to the holidays.
Regardless of what meetings take place in
December, the task force still plans to issue
an initial work plan to stakeholders by the
end of January, she said.

BIC
update
on IPPTF
Jan. 18

Technical IPPTF
Conference 1218117
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NY Fine-tuning CES; Phasing out EE Program

Continued from page 1

“sets out the procedures and methods and
fund management rules for NYSERDA to
implement the next phase of the Clean
Energy Standard, and including, importantly
in my view, providing rolling future visibility
for the Renewable Energy Standard targets
for 2018 through 2021.”

Commissioner Diane Burman abstained,
saying the PSC’s instructions were “not
detailed enough.”

The order “still is leaving holes for decision-

making that I'd like to see a lot more finality

in, including the state energy plan and other
things we need to address more holistically,”
she said.

Under the new rules, NYSERDA will offer
for sale all the Tier 1 RECs in its account
quarterly, with unsold RECs offered in the
next auction. NYSERDA had two auctions in
2017, one each at the end of the first and
third quarters.

The quarterly sales will allow LSEs “greater
awareness of the actual load served during
the preceding quarter, which may encour-
age LSEs to purchase NYSERDA's RECs
when offered, thereby improving NYSER-
DA'’s cash flow and reducing NYSERDA's
working capital requirements,” the commis-
sion said.

The commission rejected a request by the
state’s utilities to allow LSEs to trade
NYSERDA-procured Tier 1 RECS for the
2018 compliance year, continuing the
existing ban. “A near-term change in REC
sales and trading under the Renewable
Energy Standard program would be out of
alignment with the [Value of Distributed
Energy Resource Proceeding, Case 15-E-
0751] order and the expected evolution of
REC trading rules in future years,” the
commission said. “The implementation of
the quarterly REC sale process will limit the
potential exposure of an LSE over- or under-
procuring RECs from NYSERDA, thus
eliminating the need of trading NYSERDA-
purchased RECs among LSEs.”

The commission also rejected proposals by
environmental groups that the 2018-2021
targets be evenly distributed to allow
developers to take advantage of expiring
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federal tax credits. Instead, the commission
continued the state’s back-loaded approach,
saying it “is based on the expected three-
year development and construction cycle
between the receipt of a NYSERDA award
for Tier 1 RECs and a facility’s ability to start
producing RECs upon commercial opera-
tion. In other words, the targets reflect
realistic expectations regarding availability
of Tier 1 RECs as the RES program ramps
up.”

The PSC disagreed with the environmental
groups’ criticism that the staff proposal
lacked LSE targets through 2030. “Providing
amandated trajectory out through 2030 at
this time would undoubtedly require
adjustments in the later years to account for
changes in statewide electric load, and
other factors. ... Therefore, the trajectory
through 2021 for the revised LSE targets
provided in the Phase 2 proposal is deemed
sufficient to provide enough certainty for
planning purposes for LSEs, renewable
developers and other market participants.”

As part of its annual compliance reporting,
NYSERDA will publish its methodology for
calculating the statewide fuel mix to provide
“transparency in accounting for the historic
renewable baseline, the mandated targets,
the voluntary market and other activities
for measuring progress towards the 50-by-
30 goal,” the commission said.

NYSERDA will report on the program’s
finances, including REC sales, alternative
compliance payments, program expenses
and surpluses or shortfalls, annually. If any
cumulative surplus is more than 25% of the
contractual Tier 1 REC payment obligation
to generators for the current year, NYSER-

DA must propose a use for the excess
portion that is in the ratepayers’ interest.

“We don’t expect there to be a lot of
[alternative compliance payments], at least
in the near term, because we'’re trying to
match the amount of RECs that will be
available to the LSE obligation, but if there is
a fund sitting there, NYSERDA will propose
what they will do with the excess,” said
Christina Palmero, deputy director of the
state Department of Public Service’s Office
of Clean Energy.

NYSERDA also was directed to develop
criteria for combining aggregated and co-
located facilities into a single Tier 1 bid for
2019. “Allowing aggregated and co-located
facilities to bid as single facility for Tier 1
solicitations appears to be a prudent
addition to the rules,” the commission said.

Concluding the Energy
Efficiency Portfolio Standard

In a separate order, the PSC also voted to
conclude the EEPS program and award 11
investor-owned utilities $56.5 millionin
shareholder incentives for meeting the
electric savings targets and $12.4 million for
meeting gas targets (Case 07-M-0548).

“EEPS was a good program and a successful
program and we've learned from it,”
Commissioner Gregg Sayre said. “I believe
our replacement programs are better.” The
commission’s Reforming the Energy Vision
order of 2016 requires each utility to
submit an annual Distributed System
Implementation Plan and Energy Efficiency

Continued on page 12
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Transition Implementation Plan showing
how they propose to meet the energy
efficiency budgets and targets set by the
PSC.

The program paid most utilities $38.85/
MWh for reduced consumption. Consolidat-
ed Edison was paid $100,000/MW, capped
at $5 million (50 MW) annually. All but
Orange and Rockland Utilities (98%)
exceeded their electric targets for the
program.

Burman said the commission had learned
from EEPS “the need to be more prudent
and measured in making our demands, the
need to be more realistic and thoughtful
ahead of time about how quickly goals can
be accomplished, and the need to truly
understand what the financial implications
may be to run the programs, and to prepare
in case programs are more in demand than
anticipated.”

The order directs utilities to file an EEPS
financial reconciliation report no later than
June 30, 2018, documenting program
expenditures, unspent funds and accrued
interest.

RG&E, NYSEG Face Penalties
over Wind Storm Response

The commission also completed its investi-
gation into the March 8 wind storm that left
123,000 Rochester Gas and Electric
customers and 48,000 New York State
Electric and Gas customers without power,
finding the companies are liable for millions
in penalties for violating their emergency
response plans (Case 17-E-0594).

The commission said both companies failed
to fully secure downed wires reported by
municipal officials within the required 36-
hour period; to keep the public informed
about restoration times; and to coordinate
communications with customers on life-
support equipment.

In addition, the commission said RG&E:
began its damage assessment too late; failed
to create a list of critical facilities such as
fire and police stations to be prioritized in
restoration efforts; did not update its
automated voice messaging services to
reflect storm conditions; and did not staff its
call center adequately.

The commission directed the companies to
respond within 30 days to show why
penalties should not be initiated and show
how they will improve their response.

December 15, 2017

New England Electricity Restructuring Roundtable Presents:

Keynote Addresses from FERC Commissioner Cheryl LaFleur
and ISO New England President/CEO Gordon van Welie;

&

Improving Energy Facility Siting & Permitting

in New England

The commission said National Grid was not
subject to penalties because it restored
more than 90% of its 113,000 outages
within 36 hours.

Other Rulings

The PSC also approved:

ORU’s plan to spend $98.5 million to install
smart meters for all its electric and gas
customers. The new meters are expected to
produce a net benefit of nearly $16 million.
The utility will replace approximately
230,000 electric and 135,000 gas meters
(Case 17-M-0178).

NYSEG’s and RG&E's plans to offer light-
emitting diodes (LED) street lighting to
municipal customers. Replacing all of the
utilities’ combined 93,000 old-style street
lights could save municipalities as much as
$5.8 million a year based on reduced costs
of $63 per light. Street lights may account
for up to 40% of total electricity use for a
local government, but prior rules required
municipalities to take ownership of the
lights to switch to LED. The order allows
municipalities to switch to the cheaper LEDs
while NYSEG and RG&E retain the responsi-
bility for maintaining them (Cases 16-E-
0710, 16-E-0711).
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PJM NEws

PJM Won’t Commit to Capacity Construct Decision

By Rory D. Sweeney

VALLEY FORGE, Pa. — Theresults are in,
but will they make a difference?

At its final scheduled meeting, PJM’s
Capacity Construct/Public Policy Senior
Task Force (CCPPSTF) last week reviewed
the results of a vote on proposals to re-
envision the RTO’s capacity market struc-
ture. With 63% in favor, the Independent
Market Monitor’s extended minimum offer
price rule (MOPR) was the only proposal to
receive a simple majority. The closest
contender was PJM’s two-stage repricing
proposal, which received 26.1% approval.
(See PJM Drops MOPR in Capacity Talks:
Dayton Withdraws.)

Because the vote was binding, the Monitor’s
package will have a first read at the Dec. 7
meeting of the Markets and Reliability
Committee with an endorsement vote
planned for the next MRC on Dec. 21. No
other proposal can be considered until the
Monitor’s package is voted down. PJM is
holding two MRC meetings in December
because the November meeting was pushed
into next month to account for the Thanks-
giving holiday.

The popularity of the Monitor’s proposal is
somewhat deceiving. As part of the vote,

“If I'm asked to interpret the results of the poll ... |
don’t think necessarily it would keep PJM from taking
action that needs to be taken at FERC...”

stakeholders also responded to a nonbind-
ing poll on whether making a change was
preferable to maintaining the status quo.
That poll found 64% in favor of maintaining
the status quo.

The results suggest that after more than a
year of debate on the issue, stakeholders
feel they haven’t found anything better than
the current situation, but they continue to
fear their preference won't prevent PJM
from filing something for approval from
FERC. PJM'’s Stu Bresler balked when asked
whether the RTO would commit to the
status quo.

“Out-of-market subsidies present a threat
to the ability for the wholesale market to
performits intended function,” Bresler said.
“We have a strong desire to protect the
market. ... If I'm asked to interpret the

Stu Bresler, PJM

results of the poll ... | don’t think necessarily
it would keep PJM from taking action that
needs to be taken at FERC to defend the
market from these kinds of actions.”

He said it “remains to be seen ... whether
we'll be able to indicate prior to the vote
what PJM'’s recommendation” to the Board
of Managers will be.

PJM’s Dave Anders, who coordinates the
CCPPSTF, suggested stakeholders voice
their preferences directly to board mem-
bers at the MRC or by writing letters to the
board.

Although the Monitor’s proposal had shown
strength in an earlier poll, some stakehold-
ers seemed surprised at its continued

Continued on page 14

FERC OKs Bergen-Linden Allocation, Saves Space for Challenge

FERC approved cost allocations for projects
involved with northern New Jersey’s
Bergen-Linden Corridor (BLC) last week
(ER17-725) but left room for revisions
based on a challenge to the original alloca-
tion (EL15-67).

In last week’s order, FERC denied requests
for clarification and rehearing and accepted
PJM’s Tariff revisions that allocate costs for
the BLC projects to Neptune Regional
Transmission System, Hudson Transmission
Partners and Linden VFT.

Linden and the New York Power Authority
had requested clarification on PJM’s
allocations. NYPA noted that Hudson'’s
responsibilities for the projects increased by
$10.17 million after the company previously
carried no responsibility for the upgrades.

PJM failed to explain how modeled flows on
the system could have changed so signifi-
cantly since the RTO last performed its
analysis, the agency contended. Hudson
owns the merchant transmission facility
NYPA uses for energy exports into New
York City.

Linden argued that the solution-based
distribution factor (DFAX) method bases its
allocation on power flow, making it
“particularly ill-suited” for non-flow-based
projects, like the BLC.

FERC dismissed these complaints, explain-
ing that they “challenge the cost allocation
method in PJM’s Tariff rather than whether
PJM properly applied its Tariff,” but it
conditioned the approval on the outcome of
Linden’s separate challenge to the allocation

method itself.

“We find that PJM has correctly applied its
Tariff, and the question of whether the
Tariff provision regarding cost allocation is
just and reasonable is pending before the
commission in other proceedings,” the order
said.

FERC Commissioner Cheryl LaFleur
concurred with the order but wrote sepa-
rately to note her dissent on the denial of
Linden’s original challenge to the allocation
methodology. Several organizations,
including NYPA and Linden, requested
rehearing of the issue, which FERC granted
inJune 2016.

— Rory D. Sweeney
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support in the final vote. (See PJM Pressed on

Plans to File Capacity Changes.) Calpine’s
David “Scarp” Scarpignato asked if there is
any remaining opportunity to revise the
MOPR proposal before seeking MRC
endorsement. Anders said the plan would
follow the usual path of proposals, meaning
that any proposed changes would need to
occur at the MRC.

Duquesne Light’s Tonja Wicks confirmed
that her company maintained its support for
the status quo, a position she had previously
enunciated.

“We voted down every single proposal
because we wanted to vote our conscience,”
she said.

Adrien Ford of Old Dominion Electric

Cooperative said the results indicate
support for “a more pure approach” to
securing the market than a two-stage
repricing mechanism that “de-links” the
offer price from the probability of clearing
the auction.

Susan Bruce, who represents the PJM
Industrial Customer Coalition, noted “a lot
of discomfort” with the two-stage proposals
because “once that gets imbedded into the
market, there’s no going back.”

Gabel Associates’ Mike Borgatti said the
extended MOPR creates a “pathway” that
doesn’t currently exist for states to ensure
their competitive renewable portfolio
standard policies meet the Monitor’s
standards without “running afoul” of the
MOPR.

“There certainly [could be] programs that
would not qualify under that pathway,” so

MOPR rules may eventually need to be
revised, but “I think this is an incremental
first step,” he said. “It’s important to
recognize that this gives state policymakers,
PJM and market [participants] a level of
regulatory clarity that does not exist today.”

Jason Barker of Exelon, which proposed a
repricing variant, cautioned that the MOPR
is “really stepping on a slippery slope....
because all cost or revenue advantages
conveyed by any level of government affect
the market outcomes in exactly the same
way” and would be “unduly discriminatory”
if it allows “some subsidized competitors to
participate unimpeded while mitigating
others.

“One thing that needs to be balanced here is
whether or not the mitigation that is being
applied is being done so in an impartial
fashion,” he said.
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SPP Invoices Lead to Confusion on Z2 Payments

It seems little connected to SPP’s Z2 process goes off without a
hitch these days.

A mismatch between posted Z2 reports and invoices sent this
month forced the RTO to email members Nov. 17 to “dispel any
confusion that may have resulted.”

The invoices included Z2 billing amounts for the historical period
(March 2008-August 2016) and September 2017. However, they
did not include the interim months (September 2016-August 2017)
“due to administrative issues,” SPP said. The RTO did not explain
the problem.

SPP said it would ask FERC to waive its one-year resettlement
window to permit including the September 2016 Z2 amounts on a
future invoice. Z2 amounts for October 2016 and resettlements for
November 2016-July 2017 will be included on the invoice sent in
December.

Attachment Z2 of SPP’s Tariff assigns financial credits and obliga-
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tions for sponsored transmission upgrades.

SPP this September completed a resettlement of the revenue
crediting amounts under Attachment Z2 for the March 2008-
August 2016 historical period, a move made necessary because of
corrections and true-ups to the data that were identified before the
first settlement of the charges. (See “More Z2 Woes; SPP to
Resettle 9 Years of Data,” SPP Markets and Operations Policy
Committee Briefs: July 11-12, 2017.)

In September 2016, SPP identified about $200 million in revenue
credits to be collected for transmission upgrades under Z2. The
bills covered about eight years of credits and obligations for 2008-
2016 when staff failed to apply credits, complicating the task of
trying to accurately compensate project sponsors and claw back
money from members with debts for the upgrades. (See Preliminary
Z2 Bills Released:; Task Force Develops Options for Waiver Requests.)

— Tom Kleckner
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Top 30 Posts 5% Q3 Income Gain, Fares Worse in Other Metrics

Continued from page 1

value of its competitive wind farms, coal
generators and coal-related properties. (See
AEP Turns Away from Generation to Transmis-
sion, PPAs.) AEP earned $544.7 million in the
just-ended quarter, but its adjusted earn-
ings per share of $1.10 missed the Zacks
consensus estimate of $1.19 and were down
from $1.30/share — excluding the impair-
ment — ayear ago.

After releasing its earnings, AEP said it plans
to invest $18.2 billion from 2018 through
2020, 72% of which will be focused on its
transmission and distribution operations.
That includes $1.8 billion in new renewable
generation, but excludes the $4.5 billion
Wind Catcher project in Oklahoma, which is
dependent on regulatory approvals in 2018.
(See AEP to Spend $4.5B on Largest Wind
Farmin US.)

Exelon had the largest percentage increase
in netincome, 68.2% ($824 million), primari-
ly due to increased profits at Common-
wealth Edison ($152 million) and its genera-
tion unit ($69 million). Company executives
also said its utilities were performing better
than planned.

Exelon’s bottom-line success hasn’t stopped
it from pushing for subsidies for its nuclear
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generation fleet, which is the largest in the
nation. Inits third-quarter earnings call,
CEO Chris Crane said the company was
encouraged by Energy Secretary Rick Per-
ry’s Notice of Proposed Rulemaking, which,
if adopted by FERC, would give a financial
boost to Exelon’s nuclear plants (RM18-1).
(See CEQs See Dollar Signs in ZECs, PJM Price
Formation.)

After Exelon released its earnings, its Texas
merchant generation business, ExGen Texas
Power, filed for bankruptcy protection to
offload most of a $675 million loan due in
September 2021. The company plans to
relinquish four Texas natural gas plants to
lenders and pay $60 million to keep a fifth
plant in response to what the company
called “historically low power prices” in Tex-
as. (See Exelon Gives up 4 of 5 Plants to Lend-
ers in Chapter 11 Filing.)

Sempra Energy had the largest decrease in
net income, dropping $565 million to $57
million, because of a California Public Utili-
ties Commission administrative law judge’s
decision denying subsidiary San Diego Gas
& Electric’s request to recoup losses stem-
ming from wildfires a decade ago. (See
SDG&E’s Wildfire Costs Undercut Sempra
Profits.) Although the PUC hasn't decided
whether to accept its ALJ’s ruling, account-
ing rules require Sempra to reflect the deci-
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Q3 2017 revenue % change vs. 2016 | company filings
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sioninits results. The PUC is slated to de-
cide on the matter at its Nov. 30 meeting.
Sempra has said it will appeal the decision if
it'’s not allowed to recover the costs.

Great Plains Energy had the largest per-
centage decrease in net income, falling
97.4% to $3.4 million, because of the $162.9
million it spent in its attempted acquisition
of Westar Energy. Great Plains recast the
deal as a “merger of equals” in August after
the Kansas Corporation Commission
blocked an earlier version of the deal in
April. (See Great Plains, Westar File Revised
Merger Plan.) Shareholders for both compa-
nies approved the revised deal on Nov. 21.

DTE Energy had the largest revenue gain,
jumping $317 million to $3.25 billion, large-
ly because of a $392 miillion increase in op-
erating revenue from the non-utility opera-
tions of its energy trading unit. In percent-
age terms, however, DTE’s 10.8% revenue
increase, was second to the 11.1% increase
by CenterPoint Energy, which saw its reve-
nue grow to $2.1 billion because of a $257
million revenue increase at its energy ser-
vices segment.

AEP posted the largest revenue decrease in
dollars and percentage terms, falling $547
million (11.8%) to $4.1 billion, because of
what it called the mildest weather condi-
tionsin 25 years.
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The RTO Insider Top 30
Rank Company MS;I;et lzle?:vgg‘r 7e 0 GLETE e iz;:;ne ® G
(§ billions) (§ billions) 5201 (g millions) VS 2016

1 NextEra Energy 73.00 481 0.06 847.0 12.5
2 Duke Energy 62.04 6.48 -1.43 954.0 -18.9
3 Dominion Energy 52.87 3.18 1.50 665.0 -3.6
4 Exelon 40.13 8.77 -2.59 824.0 68.2
5 AEP 37.67 410 -11.77 5447 -171.1
6 Sempra Energy 29.82 2.68 5.44 57.0 -90.8
7 Berkshire Hathaway Energy N/A 5.28 3.75 1,068.0 3.1
8 PG&E 27.72 4.52 -6.09 550.0 41.8
9 Consolidated Edison 26.87 3.21 -6.03 457.0 -8.0
10 Edison International 26.11 3.67 -2.52 470.0 11.6
11 PSEG 26.03 2.26 -7.63 395.0 20.8
12 Xcel Energy 25.66 3.02 -0.76 492.1 7.5
13 PPL 24.83 1.85 -2.33 355.0 -24.9
14 WEC Energy Group 21.54 1.66 -3.21 2154 -0.7
15 Eversource Energy 20.22 1.99 -2.51 260.4 -1.9
16 DTE Energy 20.20 3.25 10.83 270.0 -20.1
17 Avangrid 15.79 1.34 -5.43 99.0 -9.2
18 Entergy 1541 3.24 3.81 398.2 2.6
19 Ameren 15.27 1.72 -7.32 288.0 -22.0
20 FirstEnergy 15.23 3.71 -5.18 396.0 4.2
21 CMS Energy 13.93 1.53 -3.78 1720 -7.5
22 CenterPoint Energy 12.56 2.10 11.06 169.0 -5.6
23 Alliant 10.22 0.91 -1.91 168.8 31.5
24 Pinnacle West Capital 9.98 1.18 141 276.1 5.0
25 NRG Energy 9.25 3.05 -10.87 171.0 -57.5
26 NiSource 92.11 0.92 6.47 14.0 -48.5
27 Westar Energy 7.96 0.79 3.88 158.3 2.3
28 Great Plains Energy 7.39 0.86 0.05 3.4 -97.4
29 OGE Energy 6.97 0.72 -3.64 183.4 -0.1
30 Calpine 5.42 2.59 9.81 2250 -23.7

Totals 669.2 854 -1.57 11,146.8 5.3
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COMPANY BRIEFS

Dominion Begins Draining
Chesterfield Coal Ash Pond

Dominion Energy has begun draining mil-
lions of gallons of contaminated water from
amassive coal ash storage pond at its Ches-
terfield Power Station — the first stepin its
plan to close the pond as required by EPA.

The company will draw wastewater from
the pond at the plant near Chester, Va., and
process it using an on-site water treatment
system constructed specifically for the pro-
ject.

A Virginia-certified third-party laboratory
will test the treated water to ensure it
meets state permit requirements. If it does,
it will be discharged into the James River.

More: Chesterfield Observer

Final Report on Alternatives to
Enbridge Pipelines Released

Dynamic Risk Assessment Systems has re-

FEDERAL BRIEFS

TVA: Bechtel Overcharged
For Watts Bar Work

Bechtel Power overcharged the Tennessee
Valley Authority by more than $6.8 million
for its work on Watts Bar Unit 2 from 2010
to 2015, according to a TVA audit.

A report prepared by the TVA Office of
Inspector General accuses Bechtel of
charging more than $3.8 million for ineligi-
ble overtime and meal allowances; $2.9
million for ineligible and excessive craft
labor costs for material handling; and
$60,808 for an incorrect rate for the
Helmets to Hardhats program that aids
military veterans in construction projects.

TVA paid Bechtel $502 million for craft
labor to help finish the new reactor.

More: Times Free Press

leased its final report on alternatives to us-
ing Enbridge Energy’s Line 5 to carry oil and
natural gas under the Straits of Mackinac.

The independent research firm was hired by
the state of Michigan in 2016 to review al-
ternatives to transporting up to 540,000
barrels of oil and natural gas per day
through Line 5, which consists of dual pipe-
lines from Superior through northern Michi-
gan to Sarnia, Ontario.

The alternatives outlined in the report in-
clude replacing the lines, using existing lines
or constructing a new line through Wiscon-
sin.

More: Wisconsin Public Radio

Luminant Cutting 600 Jobs from
Closing Power Plants, Mine

Luminant will cut about 600 jobs in January
as it closes three coal-fired power plants
and a coal mine in Texas.

Nearly half the job cuts will come from the

NRC: Millstone Armorer Falsified
Weapons Check Records

Dominion Energy has agreed to undertake a
series of corrective actions at the Millstone
Power Station after a Nuclear Regulatory
Commission investigation revealed several
security violations at the plant.

Among them was that a former security
armorer at the Waterford, Conn., power
plant falsified records between January
2015 and June 2016 to make it appear that
on-site weapons were fire-tested, cleaned
and accounted for.

Dominion agreed to, among other measures,
perform a full onsite weapons inventory and
evaluate the training performed by G4S, a
British company the plant hired for security
and with which the armorer was employed.

More: The Day

Three Oaks mine near Elgin. The rest will
come from the Monticello, Big Brown and
Sandow power plants, which Luminant an-
nounced in October that it would close.

More: The Associated Press

Dynegy Reaches Deal
To Sell Brayton Point

Dynegy has agreed to sell the decommis-
sioned, 1,488-MW coal-fired Brayton Point
Power Station in Somerset, Mass., to Com-
mercial Development Co., a commercial real
estate and brownfield redevelopment com-
pany based in St. Louis.

CDC will assume responsibility for the envi-
ronmental liabilities associated with the
site.

The companies didn’t reveal the sale price.
CDC said it expects the sale to close by mid-
December. Dynegy said it expects the sale
to close by the end of the year.

More: Dynegy; Commercial Development Co.

7 Violations Found at
Pilgrim Nuclear Plant

=

=

Nuclear Regulatory Commission inspectors
found seven violations at Entergy’s Pilgrim
Nuclear Power Station in Plymouth, Mass.,
according to the commission’s most recent
quarterly performance report for the plant.

NRC classified all findings as “more than
minor” because of their potential to com-
promise essential safety systemsina
radiological emergency, yet of “very low
safety significance” because they didn’t lead
to actual emergencies at the plant.

Despite the list of infractions, NRC spokes-
man Neil Sheehan said, “The overall inspec-
tion record continues to indicate that
Entergy is making slow progress in improv-
ing performance at Pilgrim.”

More: Cape Cod Times

Continued on page 19
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Continued from page 18

Renewables Biggest Investment
For Utilities, Survey Finds

Renewable energy will be the biggest
investment over the next five years for 61%
of the utilities surveyed for Black & Ve-
atch’s “2017 Strategic Directions: Electric
Industry Report.”

For the first time in the report’s history,
solar was the resource most utilities
planned to invest in, with 44% of the utilities
surveyed intending to add it in the next five
years. Wind was second with 43% and
natural gas combined cycle was third with
34%.

More than half the survey respondents view
the use of energy storage as “very im-
portant” or “important” to their operation.

More: Renewable Energy World

Global Storage Market to
Double 6 Times by 2030

The global energy storage market will
“double six times” from 2016 to 2030,
according to a report from Bloomberg New
Energy Finance that projects it going from
less than 5 GWh to more than 330 GWh.

An estimated $103 billion will be invested in
energy storage over that period, the report
says.

The report’s forecast tracks well with a
GTM Research report that projects storage
will grow twelvefold in just the U.S. between
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CALIFORNIA

PUC Lawyers Sought to
Quash Search Warrants

Public Utilities Commission lawyers
repeatedly sought to quash court-appointed
search warrants after the commission
promised last year it would cooperate with a
criminal investigation by the attorney
general.

PUC lawyers opposed providing records to
investigators under three different search
warrants approved in 2015 and 2016,
according to documents unsealed by a Los

2016 and 2022.
More: Greentech Media

NRC Gives Peach Bottom
Permission to up Capacity

predicts in its International Energy Outlook
that growth in electricity use will be lower
than economic growth through 2040 in both
countries in the Organization for Economic
Cooperation and Development (OECD) and
non-OECD countries.

The outlook’s reference case projects gross
domestic product will increase 1.7% a year
and power use will increase 0.9% annually in
OECD countries.

In non-OECD countries, EIA projects GDP
will grow 3.8% a year and power use will
grow by 2% a year.

More: Energy Information Administration
Whitefish Energy Halts

. Puerto Rico Work

The Nuclear Regulatory Commission has
given the Peach Bottom Atomic Power
Station in Pennsylvania permission to
increase its generating capacity by about
1.7%.

The commission said Exelon Nuclear, which
operates the plant, could safely increase the
reactors’ output primarily through more
accurate means of measuring feedwater
flow, after ensuring the plant’s design could
handle the increased power level.

More: PennlLive

EIA: Power Use to Grow less
Than Economy Worldwide

The Energy Information Administration

Angeles Superior Court judge.

The warrants were issued after judges
found probable cause that ratepayers were
illegally saddled with billions of dollars in
costs related to the San Onofre nuclear
plant failure almost six years ago.

More: The San Diego Union-Tribune

INDIANA

IURC: Coal Use Down,
Power Prices up in State

Coal fell to 65% of the fuel used to generate
power in the state last year, from 85% in

WHITEFISH Whitefish Energy
ENERGY last week said it was

halting its work to
restore power in Puerto Rico because the
territory’s government owes it more than
$83 million.

Whitefish said the Puerto Rico Electric
Power Authority has no basis to withhold
payments from it and that it has met the
terms of its contract with the authority.

The contract, originally for $300 million,
was canceled amid controversy, but
Whitefish and PREPA had agreed that the
company would complete its current
projects and remain in Puerto Rico until
Nov. 30.

More: The Associated Press

2007, according to an annual report from
the Utility Regulatory Commission.

The report also found that the state had the
18th highest power prices in the country in
2016, as opposed to the fourth lowest in
2002.

The report attributes the price increase to
multiple factors, including stricter environ-
mental regulations and changes in fuel
costs.

More: WFYI

Continued on page 20
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Continued from page 19 The ordinance allow the city to take partin  rate increase it is asking from the Utilities

the Show Me PACE (Property Assessed Commission to 15.2% for households, down
Clean Energy) program. It would make the  from 16.7%.
KENTUCKY s L S iy The company also agreed to accept a 9.9%

proved property owners can get financing

from private lenders to cover the entire cost rate of return, down from its original

[»)
Kentucky Power Agrees of a project. The financing has a fixed request of 10.5%.
To $34.7M Rate Increase interest rate for 20 years and the property  Duke and commission staff did not agree
owners must pay an annual assessmentto  who should bear the cost of cleaning up the
Kentucky Power has reached a settlement  the district. coal ash pits at its power plants. Hearings in
agreement that calls for it to accept a rate . Duke's rate case are expected to resume
increase of $34.7 million, down from the More: The Joplin Globe I ——
$63.7 million it had originally requested.
. , . NEW MEXICO More: WCNC

The company said most of the intervenors in
the rate case signed on to the agreement, .

H & Xcel Submits Amended VERMONT

but the office of Attorney General Andy it - .
Beshear did not. Application for Wind Project

e Public Service Commisei . e subrmitted ded ooy Companies Withdraw Objections
e Public Service Commission can accept,  Xcel has submitted an amended application

modify or reject the proposed settlement. If for the $865 million Sagamore Wind Project To Vermont Yankee Consultant
it were to approve the settlement,thenew  to the Public Regulation Commission. Entergy Nuclear and NorthStar Group

rates would go into effect in January. The L Services have withdrawn their objections to
PSC has scheduled a hearing on the agree- | "€ company filed the amended application the Public Utility Commission’s plan to hire

ment for Dec. 6 to 8. :)nl gssoaigzeptsgﬁ:; msr&\k/)i»gif)%h:hjaﬁﬁzn- a consultant to evaluate the proposed sale
and decommissioning of the Vermont

More: Lexington Herald-Leader project’s benefit to ratepayers is uncertain.
Yankee nuclear power plant.
The PRCh heduled blic heari . . L
MISSOURI N Fodss s R The companies withdrew their objections

th ject f t k. . . -
€ projectiornext wee after learning that nuclear engineer William

A 3 A F More: Albuquerque Business First Jacobs had been selected to be the consult-
i(()jphn ConSI;i;:régET:kmg ant. Jacobs consulted for the Department of
vantage o rogram NORTH CAROLINA Public Service in 2008 during a case

involving the plant’s request to expand its

Joplinis looking into adopting an ordinance
storage of spent nuclear fuel.

that would enable it to take advantageofa  Duke Agrees to Lower

state version of a Department of Energy More: Rutland Herald
program that helps property owners pay for RequeSted Rates

renewable energy and energy efficiency. Duke Energy last week agreed to lower the

PGS ‘ ENERGY TRAINING

Where Today's Energy Industry Comes to Learn™"

PGS Energy seminars are known for theirin-depth electric powerindustry training content, detailed manuals and insightful perspectives. Registerfora
CPE-approved energy seminar today, and join the more than 10,000 energy professionals who have already benefited fromone of our proven programs.

Today's U.S. Electric Energy/Electricity Fundamentals of
Power Industry, Hedging, Trading, The Texas ERCOT
Renewable Energy, Futures, Options & Electric Power Market

ISO Markets and How Derivatives

Electric Power
Transactions Are Done

November 14 & 15, New York, NY November 16 & 17, New York, NY December 7 & 8, Houston, TX
December 5 & 6, Houston, TX December 7 & 8. Houston, TX

For information or to register, click here.
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