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Glick: No Regrets over Gas Policy Statements

By Rich Heidorn Jr.

WASHINGTON —
FERC Chairman Rich-
ard Glick told senators
on Thursday he has no
regrets over the natural
gas policy statements

a split commission
issued last month,

rejecting criticism that FERC Chair Richard
Glick (D) | © RTO Insider
he had overstepped the e

agency’s authority and
increased uncertainty for developers.

FERC voted 3-2 along party lines on Feb. 17

to update its 1999 policy statement on natural
gas infrastructure certificates (PL18-1) and
release guidance on how it will evaluate the
impacts of projects’ greenhouse gas emissions
inits environmental analyses (PL21-3). (See Split
FERC Updates Policies on Gas Infrastructure Applica-
tions.)

Glick defended the policy statements during
atwo-hour hearing before the Senate Energy
and Natural Resources Committee, where
Chairman Joe Manchin (D-W.Va.) and his
Republican colleagues accused FERC’s Demo-
cratic members of pursuing a partisan climate
agenda that undermined U.S. energy security.

Glick and his fellow Democratic commission-
ers, Allison Clements and Willie Phillips, said
the statements were needed because projects
have been remanded or vacated by federal
courts because of insufficient environmental
analyses by regulators, including FERC.

‘Beyond the Pale’

An angry Manchin opened the hearing by
accusing FERC’s Democrats of “elevat[ing]
environmental considerations above American
energy reliability, security and independence.”

Sen. Joe Manchin (D-W.Va.), chair of the Senate
Energy and Natural Resources Committee, left, and
ranking member Sen. John Barrasso (R-Wy.) | © RTO
Insider LLC

FERC commissioners respond to questions from the Senate Energy and Natural Resources Committee. | © RTO

Insider LLC

After the hearing, Manchin joined Republicans
and Democrats in both the House and the
Senate to announce a bill that would bar the
importation of Russian crude oil, petroleum
products, LNG and coal until the country ends
its invasion of Ukraine.

“To ... put up barriers to natural gas projects
and the benefits they provide while [Russian
President Vladimir Putin is actively and effec-
tively using energy as an economic and political
weapon against our allies is just beyond the
pale,” Manchin said. “If we could actually get
natural gas infrastructure built, it would not
only help with the energy transition here at
home, it would also help keep costs down for
American families, create good-paying jobs
and strengthen our ability to use energy as a
geopolitical tool to fight for our values abroad
and support our strategic partners.”

Republicans followed with their own fusillade,
with Sen. Steve Daines (R-Mont.) accusing the
FERC of “kneecapping energy providers,” and
Sen. Mike Lee (R-Utah) saying the commission
was pursuing a “radical climate agenda [that]
makes us more vulnerable to attack.

“These policies are going to make it next to
impossible to build any new natural gas infra-
structure or upgrade our existing facilities in
the United States,” said ranking member Sen.
John Barrasso (R-Wyo.). “These orders were
among the chief objectives of Commissioner
[Allison] Clements’ former employer, a group
with a mission to block pipelines.” Clements
worked for a decade at the Natural Resources
Defense Council.

Republican Commis-
sioners James Danly
and Mark Christie, who
had dissented on the
policy statements, also
were critical.

¢ Jomes Donly 1 R G
= Danly said the major-

FERC Commissioner

ity put “far too much
James Danly (R) | weight on a handful” of
© RTO Insider LLC

narrow court rulings
and said the new policy
would cause reliability problems for the elec-
tric grid.

Christie said he would have agreed to reduce
the reliance on precedent agreements be-
tween corporate affiliates to prove the need
for pipeline capacity and to measures guaran-
teeing due process to property owners and
communities.

“Onthe contrary, what the majority did was
essentially assume it had the power to rewrite
both the Natural Gas Act and the National
Environmental Policy Act under the rubric of
addressing climate change,” he said. “But that
is a power that this commission does not have;
only you — the elected legislators in Congress
— have that power and you have not delegated
that power tous”

Glick: No Agenda

Glick said the majority made its decisions
“based solely on the applicable law and the
facts in the record, insisting, “I have no other
agenda’

rtoinsider.com
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“The D.C. Circuit has spoken on several occa-
sions, and unless the court’s interpretation is
reversed, we have no choice but to follow with
unambiguous guidance,” he said.

The commission received defenses from
the panel’s Democrats and Sen. Angus King
(I-Maine).

Sen. Mazie Hirono (D-Hawaii) said it was “out-
rageous” that the commission had relied on
contracts between corporate affiliates.

King recalled having to comply with environ-
mental regulations while seeking a permit for
a 2-MW hydropower project. “We had to do
environmental analysis of wetlands; we had
to work with U.S. Fish and Wildlife; we had to
look at the effects on the water surrounding
the project and fish passage and all of those
issues,” he said. “And here we are saying that
the FERC can't require the examination of the
most serious environmental threat that this
country and world has ever faced — | think
that’s preposterous.

King said critics had made a case for FERC to
work with stakeholders to clarify the order
and reduce uncertainty. But, he added, “the
fundamental premise is that this is an envi-
ronmental impact. Methane is 80 times worse
than CO,.. And it's the low hanging fruit of
climate change”

..

More or Less Uncertainty?

Glick said he was confident that the policy
statements “will lead to project orders that are
more legally durable’

“| think developers of energy infrastructure
would agree that when regulatory agencies
ignore judicial directives, or cut corners, the
courts typically vacate permits and send the
agencies back to the drawing board. This often
adds a significant amount of time and hun-
dreds of millions, if not billions, of dollars of
additional costs onto a project.

But Republicans said the commission’s actions
would increase litigation and chill investments,
with Barrasso citing a letter of complaint from
Alan Armstrong, CEO of Williams Co., which
transports about 30% of the natural gas in the
u.s.

“There is no question that it will be wielded
against every major natural gas project, future
or pending, making the costs and uncertainties
of even pursuing a project exponentially more
daunting,” Christie said.

He said the majority was disingenuous in sug-
gesting the statements were consistent with
the commission’s prior handling of environ-
mental impact analyses. “To compare drainage
mitigation going through a wetland to ‘Oh,
you've got to mitigate global climate change ...

FERC Commissioners Mark Chri-étie (R)and V\/ﬁe Phillips (D) | © RTO Insider LLC

-

that is a massive, massive step difference”

Christie said he was certain that some licenses
will be approved under the new policy but said
they represented a “Potemkin village”

“I think what we're going to see is the deter-
rent factor is so great, | think you're going to
see a lot of applications that are never going to
get even proposed. And maybe that’s the point.
Because who can raise $6 [billion] to $8 billion
of risk capital based upon a standard that says,
‘try your luck.”

Under questioning from Sen. Bill Cassidy
(R-La.), Glick said the new policy would only
require developers to mitigate fugitive gases
associated with the pipeline’s construction and
operation. But Danly said the statement goes
far beyond that in “encouraging” mitigation of
downstream emissions.

“Itis, in my opinion, a classic case of doing
indirectly what cannot be done directly,” Danly
said. “The general premise in this shows you
my judicial minimalist streak: Every time you
get a multifactor balancing test that is going to
be done on a case-by-case basis by an admin-
istrative agency, what you effectively have

is derogation of power to pick winners and
losers at the whim of the decision-maker. And
that will be the case here, where | predict that
you're going to see favored parties being given
the nod and those who aren’t will have their
applications rejected”

Looking Forward

Sen. John Hickenlooper (D-Colo.) said the is-
sues raised by the pipeline debate are “similar
to the issues we're facing around [electric]
transmission.”

“Maybe it's time that we get around the table
and just discuss the legislative solution to gas
and transmission at the same time,” he said,
“because we really are running out of time” to
address climate change.

Barrasso suggested Congress could seek
to undo the policy under the Congressional
Review Act.

“I'm now starting to think that perhaps we
would be better off without FERC — which hav-
ing been created by Congress, can be eliminat-
ed by Congress,” said Lee. “Perhaps it should”

In an interview after the hearing, Glick said he
had no regrets about how the commission is-
sued the policy statements. “We have to move.
These orders are sitting here,” he said.

‘As | said before, give us some time. Let us
pursue these orders. ... And if you still don't like
it, call me back and scream at me some more.
I'm going to take it, but at least see how we
implement the policy statements.” m

rtoinsider.com
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BNEF: 2021 a ‘Blockbuster Year’ for Clean Energy Investment

By K Kaufmann and Sam Mintz

In 2021, the U.S. pulled in $105 billion in
capital investments in the clean energy
transition, installed 37 GW of new wind and
solar, along with 42 MW of battery storage,
and put 657,000 new electric vehicles on the
road, more than double the 325,000 EVs sold
in 2020.

At the same time, according to the 2022 Sustain-
able Energy in America Factbook, U.S. greenhouse
gas emissions rose 5.8% year over year, and
climate disasters cost the country $145 billion
in damages. Meanwhile, high natural gas prices
opened the way for coal-fired generation to
once again become competitive in wholesale
power markets. Coal produced 22% of the
nation’s electricity in 2021, the highest level in
14 years, the Factbook says.

Ajoint project of the Business Council for Sus-
tainable Energy (BCSE) and BloombergNEF
(BNEF), the 2022 Factbook was one of two
major energy industry reports released

Build Back Better Bill
$300bn forenergytransition

Residential efficiency
improvements, $17bn
Residential energy
improvements, $25bn
storage tax credits, —-—lv-
$151bn

Manufacturing tax
credits, $14bn
Nuclear credits, $23bn

Grid tax credits, $11bn .

Wind, solar and

CCUS tax credit, $2.1bn @
Clean hydrogen tax
credit, $9bn

EV tax credits, $20bn ' —

Charging infrastructure, ® S
$6.3bn

Biofuels incentives, .///"
$15bn

Thursday, with each providing different and
somewhat conflicting views of the U.S. energy
transition.

The U.S. Energy Information Administration’s
Annual Energy Outlook 2022 reported that fossil
fuels will continue to dominate through the
middle of the century even as renewables and
electric vehicles ramp up.

“We don't see liquid fuels and natural gas
losing their place as the top two sources of en-
ergy in the United States through 2050, acting
EIA Administrator Stephen Nalley said during
an announcement webinar.

The 2022 Factbook provides a chart-packed,
by-the-numbers look at a U.S. and global clean
energy transition that has become unstoppa-
ble but still faces many uncertainties as to its
speed, costs and evolving portfolio of technol-
ogies and fuel sources.

Akey chart in the report compares the $80
billion in energy research and development
funding — mostly for nuclear, hydrogen

Bipartisan Infrastructure Bill
$80bn forenergy transition

and carbon capture — in the Infrastructure
Investment and Jobs Act with the $300 billion
in incentives and tax credits for renewables,
storage, transmission and manufacturing in the
stalled Build Back Better Act.

“We need every technology that we can bring
to bear, and we need them to be affordable,
deployable and practical” to reach economy-
wide decarbonization, BCSE President Lisa
Jacobson said in an interview with RTO Insider.
“Investments are needed in many innovative
technologies, in addition to dramatically scal-
ing up what we have readily available today”

At a prerelease press briefing on Thursday,
other energy industry officials spoke of the
need to ramp up investments, deployments
and the policies that will support them. Dan
Whitten, vice president of public affairs at the
Solar Energy Industries Association (SEIA),
said solar deployments could drop in 2022 “if
we don't get this right”

SEIA s particularly focused on the tax credits
for manufacturing in Build
Back Better, which he said
are “critical, both in terms

of investing in facilities and
also in supporting production
of everything from ingots

U.S. emissions PASSED to cells to wafers to panels
themselves. We've got make
Agriculture, 10% that commitment”
Commercial. 7% Records for Venture
Advanced reactor Capital

Residential, 6%

/.
e SRR

=

Pow er, 26%

$28bn

Industry, 23%

$4.7bn

«—©®
Transport, 29%
S

$7.5bn

Energy spending comparison: BBB vs. IIJA | EPA, EIA, BloombergNEF

program, $3.2bn
@® Nuclear credits, $6bn

Grid enhancement,

CCUS demonstration &
infrastructure, $11bn

Hydrogen hubs and
demonstration, $9.5bn

o Plugging orphaned wells,

Hectric transit
procurement, $7.5bn

Charging infrastructure,

For Ethan Zindler, head of
Americas for BNEF, one

of the report’s biggest
takeaways is the growthin
investment and renewables
deployment in 2021, which
he called “a truly blockbuster
of ayear’

“In the flows of capital, almost
every type of asset class or
way that money could get de-
ployed into the sector, it did,
Zindler said. “We saw records
for venture capital invest-
ment. It was everything from
early-stage technologies to
deployment of existing and
commercially viable technol-
ogies ... which reflected a lot
of bullish sentiment on the

rtoinsider.com
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part of investors.

Renewables took the largest chunk of new
U.S. investment, $47 billion (45%), followed by
electric transportation at $35 billion (34%), he
said. And investment in hydrogen doubled to
$200 million.

Paralleling those investments, the solar indus-
try added 24 GW of new power to the grid and
wind added 13 GW, helping to push renew-

ables’ contribution to U.S. power generation —
including hydropower — to a new high of 21%.

Transmission also saw record-breaking
investments from both utilities and indepen-
dent developers, close to $28 billion, an 11%

increase from 2020, according to the factbook.

But, despite the hundreds of gigawatts of

renewable energy projects in interconnection
queues across the country, BNEF is predicting
aslight downtick and plateau in coming years.

“I don’t think the issue is the lack of available
capital,” Zindler said. “The challenge is lack of
investible projects ... [caused by] the incredible
challenge it takes to get a transmission project
permitted.

Emily Duncan, director of federal govern-
ment relations for National Grid and BCSE
board chair, pointed to the indefinite hold on
construction of the $1 billion Hydro-Quebec
transmission line following a 2021 vote by
Maine voters against the project.

“We're living that right now,” Duncan said. The
uncertain fate of the project “is a perfect ex-
ample of just how important this transmission
problem really is — the fact that we are going

to have to run transmission through states that
may not directly benefit from it. And how do
we square that moving forward?”

Cost of Renewables Matters

Offering a more cautious view of the energy
transition, EIA's Annual Energy Outlook begins
with the premise that meeting global demand
for cheap power will keep fossil fuels a growth
industry in the U.S. Oil and gas production

will continue to boom, hanging on to their top
spots as the two biggest sources of energy in
the U.S. through 2050, despite increasingly
high rates of renewable energy growth, the
report says.

“We see the United States continuing to
produce record amounts of crude oil, natural
gas and natural gas plant liquids through 2050
under a wide variety of assumptions examined
in the reference case and side cases,” Nalley
said.

Driving that trend is a nearly 50% baseline in-
crease in global energy consumption between
now and 2050, bringing with it hefty interna-
tional demand for oil and gas.

On the emissions front, the reports look at a
number of scenarios — a reference case and
eight “side cases” — finding that the ongoing
energy transition decreases emissions until
2037, but then they begin to gradually tick up-
ward again. EIA assistant administrator Ange-
lina LaRose said the upward trend reflects “an
increase in overall energy usage as a result of
increasing population and economic growth,’
as well as assumptions about current laws and

W

The share of renewables inthe U.S. electricity
generation mix more than doubles from 2021
to 2050 according to the outlook, with wind
leading the way in the next few years and solar
taking over after 2024. By 2050, the EIA sees
solar at 22% of electricity generation and wind
at 14%.

regulations holding in place.

“The cost of renewables matters,” LaRose

said. In one of the agency’s side cases, with low
renewable costs, gas and nuclear generation
fall compared to the reference case. In anoth-
er, with renewables remaining at today’s costs,
solar and wind still grow but gas prices remain
competitive, and all of the energy sources keep
growing.

“In the absence of changes in policy, the mar-
ket is primarily driven by cost,” LaRose said.
“There’s the potential for much variation.”

Aramp-up in electric vehicle sales, from
340,000in 2021 to 1.52 million in 2050, starts
to put adent in the share of gasoline-powered
vehicles in the reference case, which falls from
92% of light-duty vehicles in 2021 to 79%in
2050.

“There are a number of factors, including
declining battery costs,” said Erin Boedecker,
EIA's team leader for energy consumption
and efficiency modeling. “Also, an increasing
number of available models on the market,
and that'’s expected to continue. And there’s a
growth in the consumer market for longer-
ranged electric vehicles, particularly in light
trucks, in our projection period.” m
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Calif. Addresses Electric ‘Affordability Emergency’

By Hudson Sangree

Joined by lawmakers and other state energy
officials, the California Public Utilities Com-
mission met last week to deal with the looming
crisis for ratepayers saddled with billions of
dollars annually for fuel costs, wildfire pre-
vention and the state’s switch to 100% clean
energy.

The two-day session Feb. 28 and March 1 on
electric and natural gas rates examined ways
to control costs and to pay for major projects
using public revenues rather than ratepayer
funds. Panelists included wildfire experts, utili-
ty executives and ratepayer advocates.

“TURN is here today to declare a state of
emergency, an affordability state of emer-
gency, Mark Toney, executive director of The
Utility Reform Network, said during a panel on
non-ratepayer sources of funding for infra-
structure upgrades.

Toney called for a timeout on rate increases
until the CPUC can come up with alternatives
to pay for soaring capital costs for the state’s
three large investor-owned utilities.

| Shutterstock

PG&E electric ratepayers, for example, were
hit with a $1 billion rate increase in January
followed by a $1.1 billion increase March 1.
Together, the increases work out to a 19%

rate hike in the past two months or about $28/
month for average households.

The January spike resulted from a $671 million
increase in FERC-approved transmission rates
and a $284 million increase in PG&E'’s general

rate case for program costs, the CPUC said.

The additional increase this month came from
natural gas prices that were $1.1 billion higher
than PG&E had expected in 2021 and 2022. To
cover the fuel costs, the CPUC approved a $769
million increase to PG&E's Energy Resource
Recovery Account (ERRA) and a $358 million
addition for ERRA under-collection in 2021.

Southern California Edison and San Diego
Gas & Electric have also seen significant rate
increases.

For SCE, the CPUC approved a January rate
increase of 2.9%, working out to an average
monthly bump of $3.99 in residential bills. The
causes included the addition of $385 million to
SCE’s general rate case for wildfire mitigation

work, including vegetation management and
installing covered conductor. Newer CPUC-
approved increases for SCE, which take effect
this month, reflect high natural gas prices

and the recovery of $401 million in wildfire
prevention costs.

Starting soon, SCE residential customers can
expect an additional 7.7% bill increase, adding
$11.48/month on average. Between the
January and March rate hikes, SCE residential
customers will be paying nearly 11% more for
electricity this year, or about an extra $12.50/
month.

San Diego Gas & Electric residential bills rose
by 11.4% in January because of a $273.5 mil-
lion boost to the utility’s revenue requirement,
mostly based on high gas prices, and $38.5
million for transmission costs authorized by
FERC, the CPUC said.

Billions of dollars more could be required

to pay for infrastructure upgrades such as
PG&E's proposal to underground 10,000 miles
of power lines to prevent wildfire ignitions.
CAISO predicts new transmission may be
needed to reach wind resources on the Great
Plains and in offshore wind farms along the
West Coast. Thousands of additional mega-
watts of solar, storage and other clean energy
resources are required in coming years to
achieve the state’s goal of supplying retail
customers with 100% carbon-free energy

by 2045, according to the CPUC and Energy
Commission.

“We're dealing with multiple imperatives right
now: the imperative to decarbonize and stave
off the worst impacts of climate change, the
imperative to deal with some of the climate
consequences that are already upon us, and
the imperative to deal with rising costs,” Ener-
gy Commission Chair David Hochschild said.
“We have to deal with all of those together.
There’s not one we can leave off the list. This is
the challenge ahead of us’

Non-ratepayer Funding

Among the major proposals discussed at the
meeting were ways to use California’s large
revenue surpluses to cover costs without
adding to ratepayer bills or to pay for transpor-
tation and building electrification using fees
for buying cars and homes.

“This discussion comes at an opportune time
when the state general fund is experiencing
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large surpluses in the tens of billions of dollars,’
CPUC Government Affairs Director Grant
Mack said.

California has an estimated revenue surplus of
$76 billion in the current fiscal year and $46
billion next fiscal year. The state received $25
billion this year through the American Rescue
Plan Act of 2021, and the $1.2 trillion Infra-
structure Investment and Jobs Act, signed by
President Biden in November, appropriated
$58 billion for clean-energy investment and
energy efficiency, Mack said.

The flood of public funding could limit increas-
es in electric rates, panelists said, though they
cautioned that the surpluses may not last,
based on California’s prior record of boom-
and-bust fiscal years.

“| guarantee you we will not have a state bud-
get surplus year in and year out,” Toney said.

Instead of relying on surpluses, he proposed
paying for electric vehicle infrastructure and
incentives with point-of-sale fees at deal-
erships instead of ratepayer fees. He also
proposed funding building electrificationin a
similar way. Instead of spending hundreds of
millions of dollars in ratepayer fees to electrify
“10,000 homes here and there,” he recom-
mended charging homebuyers a closing fee
to pay for electric space and water heating
upgrades.

In the realm of wildfire prevention, Michael
Wara, director of the Climate and Energy
Policy Program at Stanford University, said the
state needs to better assess its spending to
achieve the greatest impact.

For instance, he said, utilities are spending bil-
lions of dollars in ratepayer money to harden
the grid and prevent wildfire ignition. Prevent-
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ing ignitions is important but so is limiting the
rapid spread of fires, he said.

Wara cited the 2018 Camp Fire, which spread
sorapidly that it leveled the town of Paradise
in hours, and last year’s Dixie Fire, which
advanced so quickly at times that it eventually
burned nearly 1 million acres.

“Wildfire risk also comes from how wildfires
spread,” Wara said.

“It’s very expensive to reduce utility ignitions
to zero” by installing covered conductor and
burying lines “and we can only do that so
quickly,” he said. “But if we get to a place where
we can tolerate ignition safely [by reducing
spread, for example] it might mean that we
don’t have to make some of these incredibly
costly, long-run infrastructure investments,
because we're managing the landscape in a
way that creates safety.”

Last year, state investor-owned utilities

Register Today

proposed spending $8.5 billion in ratepayer
funds on wildfire mitigation, he said. At the
same time, the state plans to spend $1.5 billion
in taxpayer revenues on fuel management

and community protection and more than $4
billion on fire suppression.

To offset those costs, California could consider
charging additional fees to ratepayers in high-
threat fire areas because providing service
there is more expensive, Wara said. While
those residents could not feasibly cover their
full cost of service, they could pay additional
fees to cover fire prevention and suppression
costs, he said.

A state fee that expired in 2017 charged many
rural residents around $100/year to help
cover wildfire costs, so the precedent exists,
he said. The purpose of such a fee is to protect
ratepayers outside of fire zones, “particularly
low-income people who do not live in high-risk
areas,” Warasaid. m
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CAISO/West News

Bill to Expand Powers of Wash. Siting Council Passes Senate

By John Stang

Washington Senate Democrats last week
greenlit a bill that would expand the authority
and stature of the body that makes siting deci-
sions for energy facilities throughout the state.

The Senate passed House Bill 1812 on a mostly
partisan 29-20 vote on Thursday. The tweaked
bill now goes back to the House for approval.
The House passed the original bill with a bipar-
tisan 95-3 majority.

Introduced by Rep. Joe Fitzgibbon (D), chair-
man of the House Environment and Energy
Committee, HB 1812 would take Washing-
ton’s Energy Facility Site Evaluation Council
(EFSEC) outside the umbrella of its parent, the
Washington Utilities and Transportation Com-
mission, and make it an independent agency.

Currently comprising representatives from
several state agencies, the EFSEC makes
recommendations to the governor for final
decisions on the placement of wind and solar

-

A controversial wind project prop_osed for Washington's Horse Heaven Hills region has sparked Republican

farms and other energy resources.

Under existing rules, a wind or solar devel-
oper can opt to seek state approval instead

of obtaining county permits by going directly
through EFSEC. Or a developer can choose to
have the appropriate county government han-
dle the permitting, sidestepping the council.

Fitzgibbon's bill would not alter that practice
but instead extend the EFSEC's jurisdiction to
clean energy product manufacturing facilities,
renewable natural gas facilities and hydrogen
production plants. The bill also would require
the Washington Department of Commerce to
meet with rural stakeholders and to prepare
reports on those meetings, including recom-
mendations on how to more equitably distrib-
ute costs and benefits of energy projects to
rural communities.

The bill would direct a joint Senate-House
committee to review inequities during the
siting of large alternative energy projects with
areport due by Dec. 1, 2023.

i

opposition to a bill to expand the powers of the state's facility siting body. | BLM

“This is creation of a more efficient and
streamlined process,” Sen. Reuven Carlyle (D),
the Senate’s champion on climate issues, said
last Thursday.

Senate Republicans blasted the bill as taking
local governments and local people out of the
picture when decisions are made on siting
wind turbines and solar farms. A controversy
over a proposed wind farm in southeastern
Washington lurks in the background of the
debate over the legislation.

Scout Clean Energy of Boulder, Colo., has pro-
posed building up to 224 wind turbines — each
about 500 feet tall — on 112 square miles of
mostly private land in the Horse Heaven Hills
just south of Kennewick in Benton County.
(See Wind Project Sows Controversy in Horse Heaven.)
County commissioners and many Kennewick
residents oppose the project because they
don’t want wind turbines cluttering their view
of the hills. Scout has opted to seek approval
from the EFSEC instead of the Benton County
government.

“The reason [HB 1812] is controversial is that
Benton County has its local control taken
away,” Sen. Perry Dozier (R) said during Thurs-
day’s vote.

A common refrain from the state’s critics of
wind and solar farms is that rural Eastern
Washington hosts most of the facilities while
the electricity goes to heavily populated West-
ern Washington.

Meanwhile, a Republican bill — HB 1871 — to
install a moratorium on EFSEC decisions
through 2023, died in the House committee
chaired by Fitzgibbon.

On Thursday, Republican senators portrayed
Fitzgibbon’s EFSEC bill as taking away more
power from county governments, leading

to Olympia bureaucrats deciding the fate of
Eastern Washington farmlands.

“These projects are not in industrial areas, but
in alfalfa fields,” said Sen. Judy Warnick (R).

“It’s really a shortcut around local govern-
ment,” said Sen. Keith Wagoner (R)

Sen. Ron Mugzzall (R) said: “Are we willing to
disenfranchise local governments and local
people?”

“The only thing predictable about this is we'll
see more wind farms on our side of Washing-
ton,” Sen. Curtis King (R) said. m
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California Governor Swaps Energy Officials

By Hudson Sangree

California Gov. Gavin Newsom continued
changing up the state’s energy leadership last
week by appointing Energy Commission (CEC)
member Karen Douglas as his senior adviser
on energy and naming Douglas adviser Kourt-
ney Vaccaro, a former CEC chief counsel, to fill
the vacant commission seat.

The changes followed a similar switchover

at the California Public Utilities Commission
(CPUC) late last year, when then-CPUC
President Marybel Batjer decided to leave two
years into her seven-year term and the gov-
ernor named Alice Reynolds, then his senior
energy adviser, to take Batjer’s place.

The changes continue a trend in which New-
som has appointed senior staff, instead of
outsiders, to fill seats on the CEC and CPUC
daises.

Little more than a year ago, Newsom named
new members to the three bodies that govern
state energy policy — CAISO, the CPUC and
the CEC — and reappointed a sitting member
of the ISO’s Board of Governors.

The governor picked CEC Deputy Director

—
-2

Siva Gunda, a high-ranking staff member, as
a CEC commissioner after former Commis-
sioner Janea Scott left to take a post at the
U.S. Department of the Interior in the Biden
Administration.

Newsom chose then-CEC General Counsel
Darcie Houck, a former CPUC administrative
law judge, to fill an open spot on the CPUC
after he selected former CPUC Commission-
er Liane Randolph to head the California Air
Resources Board.

Newsom also named Jan Schori, a long-

time NERC trustee and former CEQO of the
Sacramento Municipal Utility District, to fill
aseat on the CAISO board left vacant when
former Chair David Olsen decided to retire at
the end of November.

The latest appointments of Douglas and Vac-
caro come as the CEC, the CPUC and CAISO
are trying to head off energy shortfalls this
summer as the state transitions from fossil
fuels to renewables. The rolling blackouts of
August 2020 led to calls for better synchroni-
zation among the three entities, which forecast
energy demand, order utility procurement and
run the state’s grid, respectively.
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The CPUC has struggled to prevent utility
equipment from sparking wildfires and is
currently attempting to control rate increases
for customers of the state’s three large
investor-owned utilities. The CEC grants
more than $130 million a year for research
and development of projects to decarbonize
the transportation and building sectors, and
to promote renewable energy and energy
efficiency.

Douglas has served on the CEC since 2008.
She was previously director of the Environ-
mental Defense Fund’s California Climate
Initiative. Douglas earned a law degree from
Stanford University and a master’s degree
in environmental policy from the University
of Colorado, Boulder. Her new role does not
require state Senate confirmation.

Vaccaro has served as Douglas’ adviser at
the CEC since 2019. Her prior positions at
the commission from 2009 to 2019 included
chief counsel and assistant executive director
of compliance assistance and enforcement.
Her appointment requires Senate confirma-
tion.

Neither Douglas nor Vaccaro was available for
comment Monday. &
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California Faces Third Straight Drought Year

By Hudson Sangree

California should expect a third year of
drought after two nearly rainless winter
months, the state Department of Water Re-
sources (DWR) said following its latest survey
of Sierra Nevada snowpack.

Low reservoir levels will limit hydropower
generation this summer, and extremely dry
conditions could worsen wildfires, which
burned close to 7 million acres in the past two
fire seasons combined.

“With only one month left in California’s wet
season and no major storms in the forecast,
Californians should plan for a third year of
drought conditions,” DWR Director Karla
Nemeth said in a statement last week. ‘A sig-
nificantly below-average snowpack combined
with already low reservoir levels make it crit-
ical that all Californians step up and conserve
water every day to help the state meet the

challenges of severe drought”

The third snow survey of the season — con-
ducted at Phillips Station, an alpine meadow
near Lake Tahoe — showed snowpack there
was 68% of average for March 1. Statewide,
the snowpack was 63% of average for the date,
the department said.

Heavy rains throughout the state in De-
cember had raised hopes of avoiding a third
consecutive dry year. The snowpack on Jan. 1
at Phillips Station was 202% of average, and
statewide snowpack was 154% of average.
But an absence of new precipitation com-
bined with early season snowmelt made those
figures plumet.

“As the world continues to warm, precipita-
tionis pushing toward extremes,” Jeremy Hill,
manager of DWR’s Hydrology and Flood Op-
erations Branch, said in the statement. “Even
when we see large storms producing a lot of

SNOW
SURVEYS

A survey March 1 showed snowpack well below average for this time of year. | California Department of Water

Resources

snow early in the season, all it takes is a few dry
weeks to put us below average.

The agency said the snowpack would not be
enough to fill the state’s reservoirs, which sup-
ply water for residential and agricultural use
during California’s dry months and generate
thousands of megawatts of electricity to help
meet summer peak demand.

DWR'’s State Water Project is the fourth larg-
est power producer in California; hydroelectric
generation historically supplies about 14% of
peak summer capacity.

The state’s two largest hydropower-producing
reservoirs were below half-full on Sunday. Lake
Shasta stood at 37% of capacity and Lake Or-
oville at 46%. In an average year, Lake Shasta
would be about twice as full by now, and Lake
Oroville would have 28% more water.

The power plant at Lake Shasta, operated by
the U.S. Bureau of Reclamation, has a name-
plate capacity of about 700 MW, though actual
production has diminished significantly over
the past two years.

DWR’s 644-MW Edward C. Hyatt Powerplant
at Oroville Dam has fared even worse. It shut
down for the first time in its history on Aug.

5 because the lake had dropped to critically
low levels. After the December storms, the
plant restarted one generating unit to supply
electricity to CAISO’s grid.

Atwo-decade drought in the Southwest has
strained Colorado River supplies, with Lake
Mead behind Hoover Dam and Lake Powell
behind Glen Canyon Dam dropping so low that
hydropower generation could cease. (See West-
ern ‘Megadrought’ Curtails Hydropower and Western
Drought Puts Hoover Dam Hydropower at Risk.)

In 2020 and 2021, California saw two of its
driest years ever. Snow water content in Cali-
fornia peaked at 60% of normal in 2021 after a
similarly dry winter the year before, CAISO said.
The ongoing drought reduced hydropower

by 1,000 MW in 2021, the California Public
Utilities Commission and California Energy
Commission said last summer.

Since the rolling blackouts of summer 2020,
CAISO and the CPUC have been working

to install batteries to store solar power for
summer evening peak hours. More than 2,000
MW of battery capacity were added by the end
of 2021 with another 2,000 MW expected to
come online this year, the ISO said. m
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Overheard at the 2022 Texas Energy Summit

By Tom Kleckner

AUSTIN, Texas — The Texas Energy Summit
continued its focus on the Texas Emissions Reduc-
tion Plan as it gathered in person for the first
time since the February 2021 winter storm
that nearly collapsed the ERCOT grid.

The summit organizers from the Texas A&M
Engineering Experiment Station’s Energy
Systems Laboratory have long emphasized a
focus on energy management. However, the
lead panel addressed — what else, after last
year'’s storm? — increasing the ERCOT grid’s
resilience.

Moderator Evan Smith, the Texas Tribune’s
CEOQO, noted the grid didn't collapse during last
month’s winter storm, which was considerably
less severe than the previous year’s storm.
(See ERCOT Breezes Through Latest Winter Storm.)

“Problem solved. Panel over. Do we really have
toincrease resiliency?” he asked his panel.
“Isn't everything okay, based on what hap-
pened a couple of weeks ago?”

“We know we're
making progress,” said
Caitlin Smith, senior
regulatory director for
Jupiter Power, an en-
ergy storage resource
consultant. “Things are
changing in Texas. Our
generation and our
demand is changing.
You have to constantly
be working oniit. | don't
think there’s ever going to be a point where
everything is fixed and we're done!”

Caitlin Smith, Jupiter
Energy | © RTO Insider
LLC

Virginia Palacios, executive director of Com-
mission Shift, which seeks to reform natural
gas regulator Texas Railroad Commission, not-
ed the most recent storm was only the seventh
coldestinthe last 12 years.

“It got cold, and the grid held up. That’s not
something that should be celebrated,” Evans
responded.

Still, this winter’s weather activity resulted
in reduced gas production in West Texas,
Palacios said.

“There are gas facilities that are not winter-
ized. If we had a severe storm, we could expect
more outages,” she said. “So, there’s a chink in
the armor”

State Sen. Jose Menendez (D) agreed, ref-
erencing ERCOT interim CEO Brad Jones’
recent comment that natural gas production
declines might point to the grid’s continuing
vulnerability because of its reliance on gas
generation.

“That was not [U.S. Rep. Alexandria Ocasio-
Cortez] saying the quiet part out loud,
Menendez said. “Gas is a weather-dependent
resource. We still see signs of problems on the
horizon.

‘At the end of the day, there’s no free lunch. Do
you pay to keep the lights on? How much do
we pay?” he asked. “Building more gas plants ...
that would all be on the backs of the consum-
ers. That's why we should focus on energy
efficiency and demand response. How can we
do more on the demand side, so we don’t need
as much generation as quickly as we think”

“We know what the problem is. The problem
is expectations on different resources,” Smith
said. “We expected gas to be there, and then it
wasn't”

Speakers Address Ukraine Conflict

While the conference was focused on clean
energy and air, the specter of Russia’s invasion
of Ukraine hung over the proceedings.

“Air quality is really in
the DNA of this summit.
... Obviously, these are
extraordinary times,’
said Stoic Energy Pres-
ident Doug Lewin, who
helped coordinate the
event. “There can be
discussions about how
our oil and gas sector
can support our allies
abroad ... but we ought
to be thinking about
our allies abroad and
Ukrainians that are suffering so deeply right

»

now.

il
Texas Energy Summit's
Doug Lewin, Stoic
Energy, discusses

last-minute details. |
© RTO Insider LLC

Smith opened the summit with an update on
the state’s recent primaries and its political
outlook, but the first question he fielded from
the audience was about oil politics.

“Well, [Texas does] benefit from higher oil
prices, right?” Smith said. “Prices over $100
abarrel tend to be good for the economy
and good for the state’s bank account, but |
don’t think anybody wants to profit off of

rtoinsider.com

Russian tyranny.”

“We're seeing this really huge crisis that even

| am having trouble sort of wrapping my brain
around,” said Amy Myers Jaffe, research pro-
fessor and managing director of the Climate
Policy Lab at Tufts University’'s Fletcher School
in Massachusetts.

Jaffe, who recently published her latest book,
Energy’s Digital Future, referred to the global

energy markets’ “mega crisis,” with gas and oil
prices both rising to levels not seen for years.

“We're really in a very tenuous situation with a
very fragile market,” she said. “Gas prices are at
historic highs, and we know from history that
these kinds of crises end — especially when its
oil-related — with a global recession. That is
how prices come down.”

But Jaffe also pointed to a bright side: “We
know each time this happens, we get new tech-
nologies, new energy efficiency, new govern-
ment policies that lower demand”

Solutions Offered to Improve Air Quality

Participating in a panel
discussion onreplacing
Texas’ highest pol-
luting power plants
with cleaner and more
reliable resources,
Daniel Cohan, an
associate professor

at Rice University,

said any replacement
resources will have to
come from Texas, given
much of the state’s isolation from the rest of
the country’s grid.

Daniel Cohan, Rice
University | © RTO
Insider LLC

“The replacements for the polluting power
gird will have to come from Texas. ... That’s not
true anywhere else on the continent,” he said,
noting that most of the state’s power capacity
is more than 30 years old. “We keep them be-
cause they ‘keep the lights on. Maybe they're
killing us, but you can count on them. Except
when they're not actually there for us, such as
during the February storm”

“The gas plant existing isn't the problem,” Co-
han said. “The problem is how muchit’s used”

Several speakers offered up virtual power
plants as being among the new, enabling
technologies that could eventually replace
conventional resources. Virtual power plants
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rely on aggregated rooftop solar customers
or community distributed solar, often with
battery storage.

Using a suburb north of Houston as an ex-
ample, Jaffe said, “Imagine if everyone in The
Woodlands had rooftop solar and also had
something the size of the washing machine in
their garage that stores that electricity. Say the
developer of this [distributed energy resource]
system gives everybody a battery 30% larger
than their electrical use.

“Then, when it's not sunny or there is a surge
in demand for heat, we aggregate that 30% of
everybody’s batteries. That's why it’s called
avirtual power plant,” Jaffe said. She said a
similar system in Western Australia prone

to massive brownouts proved to be a “very
robust” solution.

Closer to home, Jaffe said California’s experi-
ence after the Aliso Canyon natural gas blow-
out in 2015 fed the states’ optimism to pursue
a 100% renewable energy goal. Developers
offered to replace the natural gas capacity with
solar energy and batteries. They installed 104
MW of solar and battery storage in a matter of
months.

“And it’s still operating and it’s still working
today,” Jaffe said.

“The cleanest energy is the kilowatt-hour

you don't use,” pointed out Keri Macklin, vice
president of strategic energy management and
carbon consulting for CLEAResult. She said
placing a price on carbon has proven to quickly
transition power companies from coal usage.

“It’'s making it economically unfeasible for
those coal plants to continue to run. That's the
cleanest and fastest way to do it,” Macklin said.
“Politically, it may be more difficult, but it's a
very quick way to make the renewable energy
more profitable”

DOE Focused on Clean Energy

The Department

of Energy’s Kelly
Speakes-Backman
made a virtual appear-
ance at the summit to
explain how the Biden
administration intends
to put the nation on an
“irreversible path to
cleanenergy’

As the DOE’s princi-
pal deputy assistant
secretary for the Office
of Energy Efficiency and Renewable Energy,
Speakes-Backman oversees the agency’s $2.8

DOE's Kelly
Speakes-Backman
Zooms in to the Texas

Energy Summit. |
© RTO Insider LLC

billion portfolio of research, development,
demonstration and deployment activities in
energy efficiency, renewable energy and sus-
tainable transportation.

“Secretary [Jennifer] Granholm likes to say
that DOE is America’s solutions agency
because we never back away from a challenge
and because of how the many technologies
and areas of society that our work actually
impacts,” she said. “For decades, we've already
been investing in these innovative renewable
energy and efficiency and transportation
technologies. But now it's time to recognize
and realize those returns on our investment by
getting those solutions into the marketplace at
scale as quickly as possible.

Speakes-Backman said no single technology
or solution will help the federal government
reach its goal of a net-zero economy by 2050.
Instead, it will take a coordinated effort in a
wide variety of areas, with a strong emphasis
on deploying technologies that are close to
commercialization.

DOE has established five programmatic
priorities: 1) decarbonizing the grid; 2) decar-
bonizing transportation; 3) decarbonizing the
industrial sector; 4) reducing buildings’ carbon
footprint; and 5) decarbonizing the agricultural
sector.

The agency is relying on collaboration with

the National Labs, federal agencies, the

public sector and “our state local partners,’
Speakes-Backman said, “because we know that
we canonly build a clean energy future if we're
going to be bringing these communities and
workers along with us”

DOE's success will rely on investments in a
diverse, STEM workforce “to provide a path-
way forward for communities of workers who
risked their lives to produce fossil fuels,” she
said.

“We know that we have to build a clean energy
economy in a way that's going to benefit all
Americans,” Speakes-Backman said. “We have
to address the environmental injustice that
disproportionately affected communities of
color, low-income communities, indigenous
communities and rural communities. We're
deeply committed to making sure that it's
embedded in all of our work.”

State Rep Pushes Tx Legislation

Before the 2021 February winter storm
waylaid his best-laid plans, State Rep. Drew
Darby (R) was pushing a bill that would have
shortened the deliberation process for ERCOT
economic projects and mandated a biennial
ISO report identifying “critical designation”

rtoinsider.com

transmission infrastructure projects.

Darby’s bill (HB1607) never made it out of
the House, lost in the wave of legislation
addressing fixes to ERCOT’s governance and
its system following the storm. However, he
promises the bill will be back for the 88th
Texas legislature in January.

“As a policy matter, | believe we're still going
to need to have this discussion as we move
forward in the next session,” Darby, who was
first elected in 2006, said. “It takes anywhere
from eight to 10 months to actually putina
wind farm, but the evaluation process takes
eight to 10 years”

Darby, a native West Texan, knows the impor-
tance of transmission infrastructure. He saw
the 2005 Competitive Renewable Energy
Zone (CREZ) initiative invest $6.9 billion in
3,600 miles of new, high-voltage transmission
lines and pave the way for Texas' renewable
energy boom.

“There was no power generation at the end

of [CREZ lines),” Darby said. ‘I questioned
spending that many resources to provide
access to power generation when there was
no proposed power generation or a single plan.
The master plan was ... if you build it, they will
come. By gosh, we did build it, and they have
come’

With the wind farms, and now the solar facili-
ties, congestion has increased on the ERCOT
system. Carrie Bivens, the grid operator’s
Independent Market Monitor, said real-time
congestion rent — the impact of one additional
MW on a constraint — was $2.1 billion last
year, up from $1.4 billion the year before. The
system incurred $300 million during just one
day of the February winter storm.

“It's growing year over year. ... There is a lot of
congestion throughout Texas,” Bivens said.

ERCOT has had 16 generic transmission
constraints at one time. Seven of those were

in South Texas’ Rio Grande Valley, which are
being addressed in a PUC-directed project and
a $1.28 billion 345-kV line approved by the
grid operator’s board. (See Texas PUC Directs Tx
Construction in Valley, “Board Approves $1.28B
Tx Project,” ERCOT Board of Directors Briefs: Dec. 10,
2021.)

“We have a lot of land [in West Texas], a lot

of solar and certainly wind farms. That has
created an extraordinary opportunity for my
region and Texas, but it comes with challenges
that are impeding additional growth for power
generation,” Darby said. “Let’s look at these
projects in an expedient manner and move
them quickly” m
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ERCOT, Brazos Agree to Mediation in Dispute

ERCOT and Brazos Electric Power Coopera-
tive agreed last week to enter mediation over
the amount of money the bankrupt coopera-
tive owes the Texas grid operator’s market.

The agreement paused a two-week proceed-
ing in Houston before the U.S. Bankruptcy
Court for the Southern District of Texas and
followed testimony Thursday by Kenan Ogel-
man, ERCOT’s vice president of commercial
operations.

Ogelman explained to the presiding judge that
ERCOQOT is a nonprofit, “invoice-in, payment-
out” manager of the state’s electric market.
Defaults on any power purchases would be
uplifted to its participants, he said.

“How does ERCOT pay? They're a clearing-
house. What assets do they have?” Chuck
Gibbs, an attorney representing Brazos’ larg-
est member, said last month during an Infocast
ERCOT Market Summit. (See ERCOT's Legal
Issues Continue to Mount.)

U.S. Bankruptcy Judge David Jones suggested
the two sides reach an agreement over their
differences “to make this all work. ERCOT ...
[is] a lifeblood for everybody that lives in this
state’

ERCOT and Brazos will mediate their dispute
before Judge Marvin Isgur, the court’s other
presiding judge. The bankruptcy proceeding is
expected to resume in April.

Atissue is $1.9 billion in market charges
ERCOT assigned to Brazos during last Febru-
ary’s winter storm, when regulators ordered
prices be kept at $9,000/MWh over four days.
The cooperative is not disputing how much
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Draft Study Weighs Tradeoffs of CO, Pricing, FCEM for ISO-NE

By Sam Mintz

A new draft study evaluating ways to decar-
bonize New England’s power sector finds
multiple advantages for carbon pricing, but
also significant tradeoffs that underscore the
tough choices facing policymakers.

The draft of the Pathways Study, commissioned
by ISO-NE and written by the consulting firm
Analysis Group over the last year, was present-
ed to the NEPOOL Participants Committee on
March 1.

It looked at four policy approaches: a status
quo scenario in which the New England states
continue their unilateral clean energy policies;
aforward clean energy market (FCEM) to
compensate non-emitting resources; a net
carbon pricing plan to price emissions from
generators; and a hybrid approach which com-
bines the latter two.

In theory, all four approaches can achieve
“substantial” levels of decarbonization, the
draft report says, but they come with unique
challenges and costs.

Net carbon pricing would be cost-effective, a
standard that the report says the other solu-
tions fall short of. It would “create price signals
that incent all substitutions that can reduce
emissions,” it says.
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Carbon pricing would also result in the lowest
social cost, a 28% decrease from the cost

of the status quo. Importantly, however, it
wouldn’t be the cheapest option for consum-
ers; that prize goes to the hybrid plan, which

FCEM

X

Hybrid

1

2024 2028 2032 2036 2040

2024 2028 2032 2036 2040

The differences between the policy approaches laid out in the study | Analysis Group
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would reduce customer payments, unlike the
others.

Carbon pricing would also be the most feasible
approach to develop, the report says, because
policymakers have more experience creating
that type of design than something like the
FCEM.

“While there is experience with market-based
systems for environmental attributes ... the
FCEM would involve certain policy design ele-
ments that have not been used previously and
would likely require significant time and effort
to develop,” the report says.

However, carbon pricing is less well-suited to
coordinating individual state policies and clean
energy targets.

ISO-NE has been a supporter of carbon pricing
but has struggled to find consensus in the
stakeholder process and particularly among
state policymakers. (See ISO-NE: States Must Lead
on Carbon Pricing.)

NESCOE, representing the New England
states, has opposed the concept of incremen-
tal carbon pricing administered by the grid
operator, arguing in 2020 comments to FERC
that “consumers could be exposed to costs
exceeding several billions of dollars each year”

The hybrid approach involves combining a
carbon price sufficient to provide revenue ade-
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quacy for existing clean energy resources (like

Policy Factor Status Quo FCEM Net Carbon Pricing Hybrid Appreach
the Millstone nuclear plant, used as an example
in the report) with an FCEM that provides Reliance on Regional Goordination and Low Moderate Moderate/High Moderate/High
. . Consensus
incremental compensation only to new clean
energy resources. It's a “completely novel” ap- Cost Allocation Flexibility Low High Moderate Moderate
proach and the report raises questions about
its feasi bl | |ty for- that reason Cost-effective COz Emission Reduction Low Moderate/High High Moderate/High
One other issue found with the FCEM and h\/, Incentives for Reductions in Carbon- No No Yes (efficient) Yes (below efficient)

. . « . e . Intensity

brid approaches is storage “churning,” in which
battery owners “consume otherwise-curtailed s e R No Vea Voo Voo

variable renewable energy and earn net
revenues through energy losses,” the report
says. The conditions leading to that inefficiency

Investment in All Clean Energy
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Efficient Incentives for Storage Not Efficient (storage Not Efficient (storage Efficient Mot Efficient (storage
would be caused by frequent and la rge nega- Resource Use and Investment “churning,” incentive “churning,” incentive “churning,” incentive
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In effect, the storage resources would be Transparent Price Signals No Yes Yes Yes
being paid to generate clean energy credits v

Creates Potential Distortions in Market Yes No No No
for clean energy resources even though the Offers (e.g., curtallment based on PPA
energy wouldn’t be replacing carbon-intensive price not costs)
generation.
Negative LMPs (‘churning,” inefficient Yes Yes No Yes (less frequently than
Another advantage the report finds for carbon battery use/investment, inefficient Status Quo and FCEM)
L . . . . commitment and uplift)
pricing is that it would provide incentives for
fossil fuel generators to reduce their carbon- Price Discrimination (capital allocation Yes No No Yes (risk of resource exit

between new / existing assets, need for

may remain)

intensity when it's cost-effective to do so,
although the scope for those emissions reduc-
tions is “limited given current technologies,

additional out-of-market contracts)

The distribution of locational marginal prices under each of the possible policy solutions |Analysis Group
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By Sam Mintz

ISO-NE will publish the results of its capacity
auction this week after the D.C. Circuit Court
of Appeals lifted a stay retaining the capac-
ity supply obligation of the Killingly Energy
Center.

The grid operator confirmed its plansin a

news release March 1, ending the uncertainty
surrounding the capacity auction since it took
place in early February. (See Killingly Uncertainty
Could Delay Capacity Auction Results Another Month.)

ISO-NE has also begun plotting out the sched-
ule for next year’s capacity auction, FCA 17, a
process that has been delayed as well by the
Killingly saga.

In a presentation to the NEPOOL Participants
Committee on Thursday, ISO-NE Resource
Qualification Manager Alex Rost said that
activities for FCA 17 will start in April and that
the auction will take place on March 6, 2023, a
month later than usual.

The process will be compressed in at least two
sections to make up for the lost time, Rost said.

That planis not final, and ISO-NE said it’s
asking market participants for feedback before
it publishes the schedule.

Financial Assurance Proposal Update

Also at Thursday’s Participants Committee
meeting, Competitive Power Ventures delayed
avote onits proposal to revamp New En-
gland’s financial assurance rules, adding new
penalties for developers who miss key mile-
stones. (See NE Stakeholders Propose Retirement,
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ISO-NE to Publish Auction Results After Unprecedented Delay

auction process. | NTE Energy

Financial Assurance Changes.)

The proposal, which has been discussed at
several NEPOOL stakeholder meetings in the
last few months, recently came under criticism
from the renewable energy advocacy group
RENEW Northeast.

RENEW wrote in a memo that the changes call
for “excessive levels of Financial Assurance
that would create an unnecessarily high
burden for new entry, beyond what would be
needed to incent the proper behavior”

The group said it's not opposed to increasing
the required FA before each capacity auction,
but that level should be a “careful balance”
that doesn’t create overly punitive barriers
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for entry.

RENEW also challenged some of the language
in CPV’s proposal as unclear. CPV is expected
to revisit the proposal in other NEPOOL meet-
ings over the next few weeks.

Consent Agenda

The committee also unanimously approved
revisions to Planning Procedure No. 11
(Planning Procedure to Support Geomagnetic
Disturbances) to conform to and support the
requirements of NERC Reliability Standard
TPL-007-4 (Transmission System Planned
Performance for Geomagnetic Disturbance
Events), as recommended by the Reliability
Committee at its Feb. 15 meeting. m
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As Climate Changes, Weather Becomes Obsession for New England Grid, State Officials

By Sam Mintz

“If you don't like the weather in New England
now, just wait a few minutes,” goes a saying
attributed to Mark Twain.

State officials and grid operators in New En-
gland are seeing more and more weather they
don't like, but they don’t have a few minutes to
wait. In the wake of last year’s crisis in Texas,
and with the growth of renewable energy tech-
nology reliant on fluctuating sunlight and wind,
weather and forecasting have turned into
something of an obsession in the region.

In Massachusetts, state officials started having
weekly meetings this winter to pore over the
latest data from ISO-NE, paying close atten-
tion to weather and load forecasts and oil
reserves.

“I’'m one of those
people that never
watches the weather,
said Patrick Wood-
cock, commissioner

of the Massachusetts
Department of Energy
Resources. “But | have
never paid more at-
tention to the weather
than this winter”

Patrick Woodcock,
commissioner of

the Massachusetts
Department of Energy

Resources | © RTO
Insider LLC

Before the winter
started, ISO-NE turned
a spotlight on the
weather, warning that extended cold snaps
could lead to blackouts in the region this year.

“Watching what played out in Texas, and
realizing that most people in this region don’t
understand how vulnerable we are when it
gets cold, we thought that it’s time for us to
start communicating more openly about these
risks,” CEO Gordon van Welie told reporters

in December. (See ISO-NE: New England Could Face
Load Shed in Cold Snaps.)

So far, New England has dodged a bullet, with
limited cold weather and only a few brief mo-
ments of strained conditions on the grid, but
the worries haven't gone away.

“We can't control the weather, and we can't al-
ways see it coming early enough toreact to it,
ISO-NE spokesperson Matt Kakley said. “It's
outside of our control. So we are focused on it,
and that’s why we want to make sure people
understand the conditions under which we're
most at risk”

Changing Weather, Growing Challenge
Part of the difficulty of adjusting to weather

is that it's changing significantly as the planet
warms.

Much of the research into the effects of
climate change on storms has focused on
hurricanes, but blizzards in the Northeast are
changing too, said Jason Shafer, a professor
of atmospheric sciences at Northern Vermont
University.

“Warmer and wetter climates mean that more
snowstorms are going to be closer to freez-
ing,’ Shafer said at a recent renewable energy
conference in Boston. “More wet snow causes
more grid impacts.”

Those more intense storms are windier too,
and wind is one of the biggest hazards for grid
reliability, he said.

“‘Our climate is relatively resilient in the North-
east ... but the risks are going to get stronger
because of extreme weather becoming a little
stronger, Shafer said.

It's a problem that ISO-NE has recognized in
its rhetoric, and on which it’s starting to take
action.

“It’s obvious that climate change is producing
more volatile weather and extreme weather,
and we need to factor that into our planning,’
Kakley said.

The grid operator, again motivated by events in
Texas and California, recently launched a study
on the operational impact of extreme weather
events, in partnership with the Electric Power
Research Institute.

The probabilistic energy security study will use
climate data to model extreme weather and its
impact on the grid, employing ISO-NE's 21-day
energy forecast tool.

“Extreme weather events in Texas and Cal-
ifornia have made it apparent that multiday
or longer energy deficiencies have serious
consequences to residents and the economy;’
ISO-NE said in its description of the project.

The Solar Question

The other big factor that has the grid operator
paying increasingly closer attention to the
weather is the influx of renewable resources to
the region, which see their output shift based
on even small fluctuations in sunlight, the wind
or precipitation.

“The power flows on the system are chang-
ing very rapidly, so you need, for instance, to
know if it’s a cloudy day; are we going to have
athunderstorm that's going to come in; when
is it going to be sunny?” said Jennifer Schil-

rtoinsider.com

ling, vice president for grid modernization at
Eversource Energy. “What it took to operate
the system even five or 10 years ago is very
different than what it takes today”

The patterns of solar in particular have vexed
grid managers in California and elsewhere,
and New England isn’'t immune to the now well
known “duck curve” problem, which causes
unigue patterns of energy demand to navigate.
(See New England'’s Duck Curve Days Chart Solar
Growth.)

Renewable generators are also inherently
more vulnerable to certain weather impacts. In
Vermont, for example, solar panels lose about
5to 10% of their effectiveness from snow
cover, Shafer said. “This is a hard problem. Just
a little bit of snow on a solar panel ... is a big
deal’”

Kakley noted that as more and more solar
comes onto the grid, the consequences of
changes in weather grow.

“A 10% increase in clouds might be a 400-MW
drop in production. We need to be prepared
to make up for that in other resources,” Kakley
said. “It’s trying to get more information; bet-
ter information; more accurate information.
When you talk to the forecasters and the con-
trol room, more information is always going to
help them do their jobs better”

There's increasingly powerful technology that
can help bring in that information, such as sky
imagers that can help with hourly forecasts;
better satellite data for hours-ahead predic-
tions; and weather forecast models for day-
ahead looks at the conditions.

“We can do this. There are tools out there,’
Shafer said. “| think there’s a lot of opportunity,
a lot of dots we need to connect”

ISO-NE, which already contracts with four
forecasting companies to get weather informa-
tion and also employs its own meteorologist to
track weather impacts on the grid, is looking to
boost its capabilities.

In arecent budget report to federal regulators,
the grid operator said that it is expanding its
forecasting to 23 cities from the current eight
and adding two new “weather concepts” to its
forecasts to get more granular information.
It's also bringing on new vendors to add to its
behind-the-meter solar PV forecasts.

“The science behind forecasting has improved,
and we want to make sure we're using the best
software available,” Kakley said. m



https://www.rtoinsider.com
https://www.rtoinsider.com/rto
https://www.rtoinsider.com/articles/29201-iso-ne-could-face-load-shed-cold-snaps
https://www.rtoinsider.com/articles/29201-iso-ne-could-face-load-shed-cold-snaps
https://www.iso-ne.com/committees/key-projects/operational-impacts-of-extreme-weather-events
https://www.rtoinsider.com/articles/29582-new-england-duck-curve-chart-solar-growth
https://www.rtoinsider.com/articles/29582-new-england-duck-curve-chart-solar-growth
https://www.iso-ne.com/static-assets/documents/2022/02/q4_2021_qtrly_budget.pdf

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

March 8, 2022 Page 19

-

»

MISO, SPP Finalize JTIQ Results with MISO Tx Duplicates

By Amanda Durish Cook

MISO and SPP on Friday announced that they
have completed their Joint Targeted Intercon-
nection Queue (JTIQ) study, though two of the
project proposals might not proceed under the
interregional planning effort.

The final study report’s portfolio includes seven
projects, costing about $1.65 billion, designed
to foster more generator interconnections

and unclog the RTOs’ queues. If approved, the
transmission projects could resolve 48 reliabil-
ity constraints and deliver about $724 million
in adjusted production costs savings to MISO
and $247 million to SPP.

However, two of the JTIQ's portfolio proj-
ects are also included in MISO’s long-range
transmission portfolio. The transmission lines,
in North Dakota and from South Dakota to
Minnesota, could invalidate or seriously alter
the RTOs’ plans for similar projects. (See
MISO Stakeholders Uneasy Over Long-range Tx, JTIQ
Overlap.)

MISO stakeholders have asked that SPP load
bear some of the two projects’ costs, even if

%SPP Southwest
Power Pool

MISO and SPP seams | MISO and SPP

SPP’s benefits are shown to be small. Both
projects are in the MISO footprint.

MISO planners have been firm that their long-
range planning takes priority over the JTIQ
study. Staff have also said the RTO’s benefits
on the two projects eclipse SPP’s, and they
have pointed out that the grid operators hav-
en't yet delved into meaningful cost-allocation
negotiations.

According to the JTIQ study, the $424.5
million South Dakota-Minnesota line vields a
$487 million APC benefit to MISO and a $32
million benefit to SPP. The $165 million North
Dakota line results in $405 million in benefits
to MISO and $56 million in SPP benefits.

The JTIQ study began in late 2020 and
evaluated 59 project ideas. MISO kicked off its
long-range planning in mid-2020.

In ajoint statement accompanying the study’s
release, MISO CEO John Bear and SPP CEO
Barbara Sugg said the need to build transmis-
sion to accommodate increasing renewable
energy requests “transcends boundaries’

They said a lack of new transmission projects
along their seam caused generation projects

in both footprints “to drop out of the study
process because costly network upgrades are
triggered”

MISO’s interconnection queue currently
contains 127.1 GW of proposed generation.
SPP has 97 GW worth of new generation in
its queue. Both are overwhelmingly tipped to-
ward renewable energy and storage projects.
Their analysis shows the JTIQ portfolio could
support arange of 28 to 53 GW worth of new
generation along their seam.

“Both MISO and SPP have existing planning
processes, and the JTIQ partnership allowed
us to focus on future reliability risks based on
the trends in our generation portfolios,” An-
toine Lucas, SPP vice president of engineering,
said in a press release. “The resulting portfolio
of projects fully resolves the set of trans-
mission constraints evaluated in the study,
providing considerable reliability benefits to
both RTO regions”

The RTOs said they're after an “equitable cost
allocation mechanism between interconnec-
tion customers and load in MISO and SPP”
They expect cost-allocation discussions to
continue “well into 2022” m
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MISO Seeking New Tx Cost Allocation for Major Buildout

By Amanda Durish Cook

A month after filing a cost-allocation method
for its long-range projects, MISO is on the
hunt for a better approach to funding major
transmission builds.

During a cost-allocation committee meeting
Feb. 28, the RTO opened the floor to stake-
holder input on a new funding mechanism for
the next round of long-range projects.

Staff have repeatedly said the separate-but-
equal postage stamp rate divided between
MISO Midwest and MISO South is meant to
be temporary. The RTO has filed for FERC
approval to use that design for the first two

collections of projects fromits long-range plan.

(See MISO Finalizes Long-range Tx Cost Sharing Plan.)

MISO’s Jeremiah Doner said the grid operator
is committed to applying a more permanent,
“granular” cost allocation for future long-range
projects.

“We want to have something with longevity
in place,” Doner told stakeholders during the
meeting.

Michigan Public Service Commissioner Dan
Scripps, who chaired the committee, said the
discussion on additional benefit metrics and
quantifying them will continue well into 2023.

MISO envisions a new cost allocation for the
third and fourth cycles of its multiyear long-
range transmission plan. The planning will
occur in four parts, with the first two focusing
on the RTO'’s Midwestern footprint and more
immediate needs. (See MISO Long-range Tx Plan
Overlaps with SPP Studly.)
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The third planning cycle will include transmis-
sion needs in MISO South. The fourth and final
cycle will include MISO’s Midwest and South
regions and solutions to increase transfer
capability between the subregions.

The RTO will complete its first cycle of long-
range projects in June and begin studying
prospective projects in the second cycle in late
spring or summer.

“We're going to have to spend some time on
what granularity means from a benefits per-
spective,” Doner said of cost-allocation talks
for the third and fourth project batches.

He predicted that defining new reliability
benefits will probably be most challenging. He
said it's easy to define reliability that satisfies
NERC requirements, but it's harder to pin
down reliability that benefits regions, hardens
the grid and leaves the system better posi-
tioned for extreme weather events.

Some stakeholders asked how the RTO will
reconcile different allocations in the two
halves of the long-range planning effort. Staff
said cost-allocation methods morph over time.

“It's a fair question. It’s a little hard to answer
that from where we sit today,” Doner said.

Stakeholders are already advocating for a wid-
er range of benefits in a new allocation design.

“If we're really going to have a more granular
cost allocation in place, we need to quantify
more benefits,” Sustainable FERC Project’s
Lauren Azar said. “As we've said ad nauseum,
our current benefit metrics only identify a
narrow slice of the benefits. So, there are a lot
of free riders on our system.”
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Currently, long-range cost allocation project
benefits must support state or federal energy
policies; address NERC issues and show
reliability benefits across multiple zones; and
demonstrate multiple types of economic value
across multiple pricing zones with at least an
overall 1:1 benefit-to-cost ratio over the first
20 years of service.

Several stakeholders said transfer capability
could be a good resilience measure because
the ability to flow power has been crucial
during past winter storms. They also revived
the debate on whether new generation should
bear a portion of new transmission costs.

MISO will hold another cost-allocation work-
shop April 26.

“We've got some work ahead of us,” Scripps
said, closing the meeting. |
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MISO Stakeholders Uneasy Over Long-range Tx, JTIQ Overlap

By Amanda Durish Cook

MISO stakeholders continue to voice frustra-
tion over two transmission projects included

in both the RTO’s long-range planning and its
interregional Joint Targeted Interconnection

Queue (JTIQ) study with SPP.

Multiple stakeholders during the Planning Ad-
visory Committee meeting March 1 asked why
the RTO continues to show the projects on
both its long-range and JTIQ maps. (See MISO

Long-range Tx Plan Overlaps with SPP Study.)

Andy Witmeier, the grid operator’s director of
resource utilization, said a long-range alloca-
tion mechanism is in place while MISO and SPP
are just beginning cost-sharing negotiations
for JTIQ projects. (See MISO, SPP Regulators to
Engage on Tx Cost Allocation.)

Witmeier said while MISO is keeping its
options open, it's almost certain that the two
recommended lines in both plans will end up in
the long-range analysis. “The benefits to MISO
far exceed the costs. The benefits to SPP are
small,” he said.

MISO’s Jarred Miland said staff is finalizing
long-range project recommendations and will
have the first of four portfolios ready for the
Board of Directors’ approval in June.

The RTO has said repeatedly that its long-
range plan takes precedence over the JTIQ’s
project proposals.

“Shouldn’t there be some way of discussing the
[project] hierarchy?” energy consultant Kavita
Maini asked.

rtoinsider.com

Maini said that MISO should devise some way
to allocate a portion of costs to SPP because it
knows the other RTO will benefit from the two
projects. Other stakeholders chimed in, asking
staff to find some way to ensure SPP’s load
shoulders some costs, even if they are small.

Otter Tail Power’s Stacy Herbert, who also
represents MISQO’s transmission owners sec-
tor, said many stakeholders seem to mistakenly
assume that the two JTIQ projects will move
ahead despite the minimal benefit to SPP.

She pointed out that historically, the two grid
operators don't ultimately agree on potential
projects.

“Projects that move forward are those that
have a more even sharing of benefits,” Her-
bert said. She also said that SPP could share
in the long-term project costs through export
charges once they are built.

Clean Grid Alliance’s Natalie Mclntire asked
that the RTOs quickly schedule their JTIQ
meetings this year so stakeholders have notice
when the next discussions will occur. =
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MISO to Loosen Some Interconnection Requirements

By Amanda Durish Cook

MISO said it will alter some interconnection
rules so that generation owners can more
easily replace generation at the same point
of interconnection or share a single point of
interconnection with other owners.

The RTO will remove the requirement that
transmission owners must sign off on a shared
facilities agreement among interconnection
customers, saying there was never a need

for transmission owners to be signatories

to agreements for shared interconnection
facilities.

During a March 1 Planning Advisory Com-
mittee, MISO’s Jackson Evans said that after
the RTO’s shared network upgrade process
was introduced in 2019, multiple disputes
arose between interconnection customers and
transmission owners over who has ownership
rights to interconnection facilities and who
would be responsible for their maintenance.

“It almost led to multiple withdrawals” in the
interconnection queue, Evans said.

MISO will still require interconnection custom-
ers wishing to share interconnection facilities
to submit a shared facilities agreement upon
filing their request. However, that agreement
will no longer be tied to the transmission own-

| Pattern Energy

ers’ interconnection facilities.

Customized Energy Solutions’ Ginger Hodge
thanked MISO for the changes and ending a
year of “delays, disagreements and frustra-
tions”

The grid operator said it will prepare a FERC
filing for either April or May. The revised pro-
cess would apply to entrants in the generator
interconnection queue’s next cycle

The RTO also said it will make it easier for
generation owners to replace units, allowing
generators to request longer-term suspen-
sion reliability studies with the replacement

requests. Previously, the grid operator granted
reliability assessments only for the gap period
between winding down generator operations
at the outgoing unit and the replacement unit’s
startup.

MISO added that it will reduce its decision
time to approve suspensions for units set to
be demolished and replaced. It also said it can
shorten a required 26-week notice period to
30 days for generator suspensions in certain
replacement situations.

The RTO intends to file the replacement gener-
ation process changes with FERC sometime in
May. &
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Nonprofits: NorthWestern’s Net-zero

By Amanda Durish Cook

Dozens of Montana organizations are de-
manding that NorthWestern Energy decar-
bonize by 2035, years ahead of its midcentury
target for net-zero emissions.

More than 30 groups, including environmental
nonprofits, public consumer advocates, health
care professionals, consultants and a Mon-
tana State University professor, sent a letter
Thursday to NorthWestern Board Chair Dana
Dykhouse. The organizations demanded the
utility decarbonize its fleet no later than 2035,
saying the plan should be based on science and

| NorthWestern Energy

contain benchmarks.

The letter also said NorthWestern, which
serves 753,600 customers across Montana,
South Dakota and Nebraska in SPP and MISQO,
should model multiple scenarios that “elimi-
nate the utility’s dependence on fossil fuels”

“We urge you, as a fiduciary of NorthWestern
Energy, to exercise your responsibility in a
manner that guarantees the company’s long-
term financial well-being,” the letter urged
Dykhouse. “That can only be accomplished by
requiring the company to adopt a meaningful
climate strategy that will make it more resilient

-

s
Goal Not Enough

and prepared for the clean energy future”

The same day, NorthWestern set a goal of
achieving net-zero carbon emissions by 2050.
Montana’s largest utility called it an “achiev-
able target” in a press release.

“NorthWestern Energy begins this transition
to an even cleaner energy future building on
the considerable progress we have already
made,” Energy CEO Brian Bird said. “We have
the tremendous honor to be the stewards of
this critical energy infrastructure that delivers
safe and reliable energy to our region. Now is
the time to raise the bar and start the transi-
tion to net zero by 2050”

Northwestern said that last year, 56% of its
electricity was generated from carbon-free
resources, better than the electricity indus-
try’s 40% average. It pointed out that its 10
hydroelectric facilities supplied 33% of the

utility’s load.

Montana Environmental Information Center
Co-Director Anne Hedges, one of the letter’s
signatories, blasted the 2050 goal as a “PR
move to improve lackluster” environment,
social and governance perception. She said the
target allows NorthWestern to raise emissions
through 2035 by building more fossil fuel
generation and pipelines.

“There are no benchmarks for reaching its
2050 goal in the electricity section of its
business. Until we see NorthWestern actually
plan for a clean energy future with bench-
marks and actions that decrease its reliance
on fossil fuels instead of increasing its reliance,
it's hard to take its proposal seriously, Hedges
said in an email to RTO Insider. “Anything short
of meaningful planning and implementation is
just more of the same from this laggard utility.”

She said NorthWestern'’s largest financial
investors have “raised concerns about compa-
nies that fail to plan for a lower carbon future”
and added that financial analyst Moody’s has
recently given the utility poor environmental
and social scores. She said NorthWestern’s
2050 net-zero goal is only a “small step” and
about decade behind other utilities in the
region.

“Increased fossil fuel dependency means
increased costs for customers, more expensive
stranded assets and a failure to decarbonize
according to the latest scientific research,’
Hedges said.

NorthWestern did not respond to a request
for comment. m
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MISO Winter Fuel Security Surveys Now Permanent

By Amanda Durish Cook

With winter largely behind it, MISO staff last
week told stakeholders that winter fuel securi-
ty surveys will become an annual fixture.

The RTO rolled out the weekly surveys to its
fossil fuel generation fleet’s owners in early
December, despite some members saying it
was a burdensome task. At the time, MISO said
it was receiving concerning reports about pos-
sible fuel scarcities ahead of the winter. The
mandatory surveys ended last month. (See
MISO Sounds Alarm on Potential Winter Fuel Scarcity.)

During a Reliability Subcommittee meeting
Thursday, staff’s J.T. Smith said the grid op-
erator will refine the format to make sureit’s
efficient and easier to use by next winter.

“We know that this was a very ad-hoc, quick
move,” Smith said of last year’s abrupt rollout.
He said staff will examine whether the RTO is
“asking the right questions or not.”

He admitted that not all generation owners re-
sponded to the survey after it was introduced.
MISO has said some operators were “hit and
miss” in filling out the weekly surveys.

“By the time we started to get decent informa-

| Madison Gas and Electric

tion, it wasn't as relevant anymore,” Smith said.

MISO said the survey results showed “healthy”
fuel stockpiles this winter. It said the mild win-
ter weather also contributed to the positive
fuel management. Some operators reported
slower train deliveries because of supply chain
issues, labor shortages and harsh weather.

The RTO also delivered a refresher on how it
positions itself for extreme weather. (See NERC
Cold Weather Project Moves Forward.)

MISO’s Trevor Hines said each extreme weath-
er event is different and the RTO prepares
differently across heatwaves, arctic blasts,
hurricanes or tornadoes.

He said the bulk of preparations rely on
members’ most up-to-date offer data available.
“We're only as good as the information provid-
ed tous,” Hines said.

He said staff considers an extreme weather
event’s unique risk before committing gener-
ation in advance. Hines said control room op-
erators will monitor storm paths to anticipate
what resources could become unavailable and
will order early start times if it becomes too
cold for generators to start up normally. MISO
often dispatches additional units to account
for forced outage risk, he said.

L - By = el

MISO is considering using extreme weather
historical data to influence its decision-making,
Hines said. He said going forward, staff might
use past load data and generation- and trans-
mission-failure data to predict response during
unfolding events.

The RTO will also remove the “other” option
when generation owners input data into the
outage scheduler.

Senior engineer David Schoon said MISO
suspects the generic option is overused as a
cause code in the outage tickets that market
participants submit for outages. In its place,
staff will add several new outage explanation
selections.

Staff said it's important they understand why
generation outages are occurring. MISO said it
hasn't meaningfully updated its outage-cause
codes since 2014.

Some stakeholders said it isn't immediately
clear what causes generation to trip. They
added that MISO’s outage ticket system is rigid
and doesn't allow members to retroactively
modify their entries.

Staff said they would investigate why members
can't seem to edit outage notices. m
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Large NY Consumers Oppose National Grid Tx Upgrades

By Michael Kuser

A group of large electricity consumers opposes
National Grid’s petition to New York state
regulators to allow development of and cost
recovery for 19 transmission upgrade projects
(Case Nos. 20-E-0197 and 20-E-0380).

National Grid subsidiary Niagara Mohawk
Power’s November 2021 petition to the Public
Service Commission included a 2030 Regional
Plan and also sought approval of cost deferrals
and surcharge recoveries from its approxi-
mately 1.6 million electric customers.

But “it is not clear that all, or even many or
any, of the proposed projects truly are needed
at this time,” Multiple Intervenors (Ml), an ad
hoc group of more than 50 large commercial,
industrial and institutional energy consum-
ers, said Feb. 28. Ml was party to a recently
concluded electric and gas rate proceeding for
Niagara Mohawk.

None of the 19 projects was included in the $3
billion electric capital expenditures in a three-
year rate plan approved in January, the group
noted.

“Thus, the proposed projects either were not
subjected to the typical scrutiny attendant in
rate proceedings or, perhaps in certain instanc-
es, were subjected to such scrutiny and ulti-
mately excluded from the long list of proposed
projects used to justify the utility’s negotiated
level of capital expenditures,” Ml said.

National Grid argued in its petition that “each
of the company’s Phase 1 solutions were de-
signed after assessing existing reliability-based
transmission projects - those projects already
requiring upgrades to address condition
issues, enhance storm resiliency, or improve
operational performance - to minimize the
cost to unbottle renewable energy,’

Under the New York Public Service Commis-
sion’s new transmission planning rules, Phase 1
projects are traditional utility investments that
address system reliability or resilience issues,
while Phase 2 projects are primarily intended
to facilitate the state’s environmental targets.
(See New York Adopts Groundbreaking Tx Investment
Rules.) National Grid said it assessed existing
reliability-based projects based on their ability
to improve renewable energy deliverability as
designed or improve deliverability if rede-
signed.

M| countered that the proposed projects
would expose customers to near-term and

long-term rate impacts.

“The impacts that would flow from the pro-
posed authorizations should not be evaluated
inavacuum,” Ml said.

In addition to the more than $3 billion in bud-
geted electric capital expenditures approved
through fiscal year 2025, the commission
previously has authorized tens of billions of
dollars in customer collections for various
clean energy programs and initiatives, and
wholesale energy prices have jumped substan-
tially in 2022, Ml said.

“Because customer funds are far from limit-
less, and rising energy costs have significant,
negative impacts on economic activity, the
commission needs to ensure that Niagara Mo-
hawk’s electric rates are shielded from capital
expenditures that are not truly necessary for
safe and reliable electric service,” Ml said.

The group also opposes the approval of cost
deferrals and surcharge recoveries, saying
there is no clear urgency to start and complete
all of the upgrades proposed now during a
major expansion of Niagara Mohawk’s normal
electric capital expenditures budget and while
large-scale renewable generation development
is occurring at a slower pace than previously
had been anticipated.

“Quite simply, the commission needs to

Lake e

- ‘/O-
Er:ﬁ/.

— Lake Erle Beseh & 7

- SILVER CREEK.

T'\

proceed very cautiously, else future electric
rates and prices will become less affordable
for customers and even less competitive with
other regions, thereby harming state and
local economies that still are reeling from the
effects of the COVID-19 pandemic,” Ml said.

National Grid said the 2030 Regional Plan
“represents timely solutions to excessive
renewable energy curtailments or ‘bottling,
which leads to the undesirable effect of chilling
generation investments, increasing energy
prices and continuing to rely on the genera-
tion commitment and dispatch of fossil-fueled
resources.

The Alliance for Clean Energy New York
(ACE-NY) supports National Grid’s petition,
noting that the utility deems several of the
Phase 1 upgrades as needed to enable further
upgrades that will alleviate constraints threat-
ening renewable development.

“‘Indeed, Grid points to the high-execution risk
that Phase 1 upgrades pose to subsequent
Phase 2 upgrades if Phase 1 upgrades are not
approved” in a timely manner in certain areas
of the state, ACE-NY said. “National Grid
emphasizes it has staged the deployment of
both Phase 1 and Phase 2 projects to provide
benefits in the time frames needed for current
and planned renewable generation develop-
ment” &
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Niagara Mohawk map showing its southwest territory and 18 circuits, of which 13 circuits are 100 years old or
older, contributing to "bottling" of new renewable generation. | National Grid
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NYISO Launches 2022 Grid Planning Study

By Michael Kuser

NYISO on Wednesday presented stakeholders
with a plan to clarify by year-end what increas-
ing amounts of renewable energy mean for the
grid over the next decades.

“I want to look at the evolution of load and net
load shapes over time, i.e., load net of wind and
solar, both behind the meter and in front of
the meter, because that is really what the rest
of the resources have to respond to,” Nicole
Bouchez, principal economist for market de-
sign, told the Installed Capacity/Market Issues
Working Group.

The multiphase study will first dive into the
ISO’s Climate Change Phase | report from 2020
and follow with two studies coming this year
that will have additional information.

The first new analysis planned is the Out-
look study, followed by the Reliability Needs
Assessment (RNA), which could possibly be
leveraged for the Grid in Transition effort.
(See NYISO Updates Grid in Transition Work and
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NYISO will examine “things like the distribu-
tion of hourly ramps over time, because in
many ways that is what we are anticipating
will be changing and what California has seen
changing,’ Bouchez said. “We're also going to
be looking at periods with low wind and solar
and what that implies for these net energy and
hourly ramps.

Several stakeholders said that while some
previous studies identified the dispatchable
emission-free resource capacity that New York
will likely need in the future, there is not much
information available on the duration and
magnitude of wind and solar Iulls.

“It’s not just the energy amount, but how long
and how often do we have a one-week lull;
how many times do we have a two-day lull; and
how many times do we have an hour or two
lull — [in order] to understand what kind of
pallet of dispatchable emission-free resources
would most appropriately apply to the system
conditions that we're likely to see,” said David
Clarke of Long Island Power Authority.
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Accurate forward weather forecasting will
become increasingly important, and the
duration and frequency of wind lulls directly
impact other resource requirements and
other technology requirements as planners
start to look out over a 10- or 20-year period,
said Chris Wentlent of the Municipal Electric
Utilities Association.

“So if we're seeing a two- or three- or four-day
lull, that creates a certain requirement as we
think about storage going forward and storage
capability, Wentlent said. “Same thing with
zero-carbon resources and the amount that
we might need as backup in in those type of
events’

In terms of forward weather forecasting,
Bouchez said she didn’t know of any studies
specific enough to say at exactly what time of
the year lulls will change, but that the second
phase of the climate change study looked at his-
torical data, and what scenarios could happen.

NYISO commissioned Analysis Group to
perform the Phase Il study, which examined
the potential impacts on reli-
ability based on the electric-
ity demand projections for
2020-2050 developed in the
initial climate change study.
Those include the impacts on
load and resource availability
from more frequent and
severe storms and extended
heat waves and cold snaps.

“We can definitely go back
and re-leverage that infor-
mation and look to see what
we can leverage in terms of
wind lulls, especially when
we're looking at periods of
multiday potentially low
solar, Bouchez said. “We'll
see what we can pull to make
those as realistic as possible,
given what is expected in the
future’

The ISO plans to present the
Phase | analysis in March
and April in terms of market
design and then the policy
case from the Outlook study
in the third quarter, Bouchez
said. The RNA study would
be presented in the fourth
quarter. ®
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FERC Orders Negotiations in Duke-Muni Contract Dispute

By Rich Heidorn Jr.

FERC last week conditionally approved Duke
Energy Progress’ proposed changes to its
supply contract with the North Carolina
Eastern Municipal Power Agency (NCEMPA)
but ordered the two parties to negotiate over
how the pact should be changed to reflect the
latter’s use of batteries to shave its demand
charges (ER22-682).

NCEMPA, which serves 32 cities and towns
with municipal electric distribution sys-

tems, asked FERC in 2019 to issue an order
declaring that its “full requirements” power
purchase agreement with Duke permitted it to
use battery storage to reduce the munis’ load
during the peak hour each month that is used
to determine capacity charges. FERC granted
NCEMPA’s request in September 2020 (EL20-
15), aruling that was upheld by the D.C. Circuit
Court of Appeals in January. (See DC Circuit
Upholds FERC on Duke-Muni Battery Dispute.)

The capacity charge — based on NCEMPA’s
pro rata share of the demand on Duke’s system
during the one-hour coincident peak (CP) —is
intended to cover Duke’s fixed costs and pro-
vide areturn onits infrastructure investments.

New Contract Sought

DEP responded to the commission’s 2020 or-
der by seeking to reopen the PPA, telling FERC
that a revised rate design was needed because
of statements by NCEMPA members announc-
ing their intention to procure enough storage
to reduce or eliminate their capacity charges
“by superficially reducing or eliminating their
demand only during the single CP hour of

the month.” Since December 2020, NCEMPA
and its members have issued solicitations for
almost 150 MW of battery storage, DEP said.

The company said NCEMPA's peak shaving
was shifting capacity costs to four other
wholesale requirements customers and that
DEP’s retail customers also could be harmed
because they pay a portion of the fixed costs.

DEP’s revised PPA would replace the current
12-CP methodology with a process that com-
pares NCEMPA's CP demand with its monthly
non-coincident peak (NCP). In any month in
which NCEMPA's NCP exceeds its CP by 200
MW or more, the difference between the CP
and the NCP minus 200 MW would be added
back to the CP for setting demand charges.

The company told FERC the amended PPAis
needed because “DEP’s system planning can
no longer merely assume that the monthly
coincident peak is the appropriate proxy for
each customer’s use of the system.

“‘DEP’s limited visibility into NCEMPA's intend-
ed time and magnitude of load management
and demand cost mitigation measures creates
real-time operational problems in so far as
DEP must ramp (expensive and carbon-inten-
sive) generation to meet NCEMPA's antici-
pated load only to have NCEMPA members
deploy demand cost mitigation measures,
creating temporary and artificial load reduc-
tions to which DEP must quickly respond in
real time," it said, adding that the operational
challenges will increase as it integrates more
solar onto its system.

The company also proposed to change the
nearly one-year notice period for proposed
changes to the PPA. It currently gives the
parties 60 days to reach an agreement on

an amendment; if they are unable to agree, a
240-day informal dispute resolution process
follows. DEP proposed shortening the notice
and negotiation period from 300 days to 60
days, saying the current contract allows one
party to “effectively hold the change hostage
for almost a full year”

NCEMPA protested, saying Duke’s proposal
would penalize the development of distributed
energy resources and that it violates cost-
causation principles because the 200-MW
threshold is arbitrary. It also complained that
DEP would apply a cost allocation method that
deviates from the conventional 12-CP method
only to NCEMPA.

Ruling

FERC on Feb. 28 voted 4-1 to conditionally
approve the revised PPA, effective March
1 and subject to refund pending settlement
judge procedures.

The commission noted it has “previously ac-
cepted modification to a 12-CP methodology
where the applicant sought to address cost
shifting due to load-control measures.

“Here, DEP has presented arguments that its
current demand allocation method may fail
to appropriately align costs with beneficiaries
given the changing operational conditions

on DEP’s system,” FERC said. “We find these
arguments persuasive.”
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NCEMPA serves 32 cities and towns with their own
municipal electric distribution systems in North Caroli-
na. | Electricities of North Carolina

The commission also dismissed NCEMPA's
argument that the revised PPA is unduly dis-
criminatory, saying, “DEP’s departure from the
12-CP methodology ... is not novel.

“Each of DEP’s wholesale customers has
negotiated unique terms in their respective
agreements based on their individual circum-
stances,” it said.

But the commission said it wasn’t convinced
that DEP’s adjusted capacity charge calcula-
tion and 200-MW threshold are just and rea-
sonable. It also said DEP’s proposal to modify
its notice provisions from 300 to 60 days is
“not adequately supported” NCEMPA said it
would consider some reduction in the duration
of the informal process but that 60 days was
too short for it to secure the necessary gov-
erning board consideration and approval.

Dissent from Clements

Dissenting was Commissioner Allison Cle-
ments, who said the commission should have
rejected DEP’s proposal without prejudice and
that the majority’s order “sets too low a bar for
the filing party’s proposed rate to become ef-
fective as the hearing process moves forward.”

Clements said DEP failed to demonstrate how
its rate proposal reflects its transmission plan-
ning. She also questioned why DEP doesn't
use NCP demands in allocating costs for all
DEP customers.

‘At minimum, a five-month suspension period
iswarranted in this case,” she said. “To the ex-
tent that the hearing process stretches beyond
the 15-month refund period, NCEMPA risks
being subjected to unjust and unreasonable

or unduly discriminatory charges without any
recourse” W



https://www.rtoinsider.com
https://www.rtoinsider.com/rto
https://elibrary.ferc.gov/eLibrary/filelist?accession_num=20220228-3104
https://www.ferc.gov/sites/default/files/2020-09/09-2020-E-4.pdf
https://www.ferc.gov/sites/default/files/2020-09/09-2020-E-4.pdf
https://www.rtoinsider.com/articles/29436-dc-circuit-ferc-duke-muni-battery-dispute
https://www.rtoinsider.com/articles/29436-dc-circuit-ferc-duke-muni-battery-dispute
https://elibrary.ferc.gov/eLibrary/filelist?accession_num=20220301-3053

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

March 8, 2022 Page 28

PJM News

NJ Delays Third OSW Solicitation for PJM Tx, NY Bight Winners

By Hugh R. Morley

New Jersey will delay its third offshore wind
solicitation from September 2022 to January
2023 to allow it to incorporate proposed
transmission projects now being reviewed by
PJM.

PJM received 80 proposals in response to a
transmission solicitation it issued last year at
the request of the New Jersey Board of Public
Utilities (BPU). Under PJM’s state agreement
approach (SAA), New Jersey would commit to
paying 100% of the cost of the transmission
but could seek to allocate some costs to other
generation projects that use the additional
capacity. (See PJM, NJ Seek FERC OK for OSW Tx
Process.)

“The updated schedule allows for the SAA
process to be completed and the outcome in-
corporated into the third solicitation guidance
documents,” the BPU said in announcing its
delay Feb. 28.

The BPU said it expects to determine later

this year, which, if any, of the 80 submissions

— which include “ready-to-build offshore wind
transmission solutions to deliver offshore wind
energy to the existing power grid” — it will
approve.

NY Bight Winners Invited to Participate

The delay also will give developers that won
leases in the Bureau of Ocean Energy Manage-
ment’s (BOEM) auction in the New York Bight
last month more time to prepare bids to win
offshore wind renewable energy certificates
(ORECs) inthe New Jersey solicitation, the
BPU said. BOEM provisionally awarded leases
for six projects totaling 5.6 GW of capacity

off the coasts of New York and New Jersey.
(See Fierce Bidding Pushes NY Bight Auction to $4.37
Billion.)

The BPU plans to award 1.2 GW in ORECsin
its third solicitation, with the award targeted
for the fourth quarter of 2023. Iniits first

two solicitations in 2019 and 2021, the BPU
awarded ORECs totaling 3.7 GW: 2.2 GW to
Danish developer @rsted’s Ocean Wind | and
Ocean Wind Il projects, and 1.5 GW to Atlantic
Shores, a joint venture between EDF Renew-
ables North America and Shell New Energies
US. (See NJ Awards Two Offshore Wind Projects.)

The Atlantic Shores partnership also won one
of the six New York Bight projects, agreeing to
pay $780 million for a 79,351-acre lease that
the companies said could provide 1.5 GW of ca-

| Shutterstock

pacity. BOEM estimated the site’s capacity at
924 MW, based on 3 MW/sq km. @rsted said it
was not involved in any of the six winning bids
inthe BOEM auction.

7.5-GW Target

New Jersey hopes to award a total of 7.5 GW
of ORECs by 2027.

BPU President Joseph L. Fiordaliso said the
shift in solicitation date to January 2023 “takes
into account two exciting and important mile-
stones in offshore wind in our region.”

“With 80 proposals for transmission solutions
submitted in response to the SAA solicitation,
adjusting our timeline to allow for the selec-
tion of the optimal transmission solution will
inform our next solicitation for offshore wind
projects,” he said. “Coupled with the new lease

rtoinsider.com

areas in the New York Bight, developers will
now have ample time to put together thought-
ful and cost-effective proposals.

The BPU launched its SAA project to solicit
ideas on how to upgrade the grid to allow for
integration of wind energy, how to extend the
onshore grid to bring it closer to offshore wind
generators and what upgrades are needed on
interconnections between offshore substa-
tions to create an offshore grid, or “backbone”

The bidders include a subsidiary of Consol-
idated Edison, which submitted a proposal

for a 2.4-GW transmission “backbone.” PSEG,
which owns a 25% share of Ocean Wind |, said
it has submitted several proposals with @rsted
for offshore transmission, collectively named
Coastal Wind Link. (See NJ Wind Port Draws
Offshore Heavy Hitters.) ®
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FERC Rejects PJM’s FTR Credit Requirement Proposal

By Michael Yoder

FERC on Feb. 28 rejected PJM’s proposal to
modify the calculation of the financial trans-
mission rights credit requirement and opened
a show-cause proceeding to examine the
justness and reasonableness of the existing
requirement (ER22-703).

PJM establishes the FTR credit requirement
for market participants on a portfolio basis
that considers five factors, including:

» afinancial exposure calculation for each FTR
path based on its historical value;

« the addition of an increment for portfolios
considered to be undiversified;

« the application of a 10-cent/MWh volumet-
ric minimum charge;

« the subtraction of auction revenue rights
(ARR) credits inan FTR participant’s ac-
count; and

« the subtraction of the mark-to-auction value.

The proposal included several changes, includ-
ing:

e replacing the current approach of calculating
collateral based on FTR historical value with
aninitial margin calculation from a historical
simulation (HSIM) model using a 97% confi-
dence interval;

» removing the undiversified adder;

* removing the component relating to the
long-term FTR credit recalculation, because
prices will be updated in real time under the
HSIM model;

« revising the 10-cent/MWh volumetric min-
imum charge to apply after ARR credits or
mark-to-auction value adjustments; and

« revising the tariff to provide that, at time of
settlement, gains result in a decrease to,
and losses result in an increase to, the credit
requirement.

PJM filed its proposal with the commission in
December after stakeholders endorsed it in
October. (See PJM Stakeholders Endorse Initial Mar-
gining Proposal.) It was part of a two-year stake-
holder process at the Financial Risk Mitigation
Senior Task Force (FRMSTF) and resulted from
efforts to strengthen the RTO’s FTR credit and
collateral rules in response to a report by expert
independent consultants on the GreenHat
Energy default in 2018.

PJM said that the proposal addresses one

of the last recommendations in the report
that it has yet to implement: “eliminating the
undiversified adder.” The RTO said it would
be “a major step forward in advancing the
overall recommendation to move the tariff’s
FTR credit policy toward credit and collateral
best practices in the energy commodity and
financial derivatives industry.”

But much of the stakeholder debate in Octo-
ber centered around the confidence interval,
with some advocating for 95% and others for
99%, ultimately settling on 97% as a compro-
mise. The confidence interval refers to the
“statistical certainty that a given value will
exceed the range of possible outcomes (i.e.,
the losses in portfolio value over the margin
period of risk) produced by the HSIM model,
according to PJM.

That proved to be the main sticking point for
FERC, which said PJM “failed to demonstrate”
that the proposal “reasonably calibrated to en-
sure that market participants will be required
to provide adequate collateral relative to the
risks of their positions.”

CLEARED REQUIREMENT

Confidence
Interval

IM-H Total
Requirement
($B)

Change

99% $1.345

27%

$1.703

“Further, based on that record, we are con-
cerned that PJM’s existing FTR credit require-
ment may no longer be just and reasonable;’
the commission said.

Confidence Interval

The RTO argued that imposing a 99% confi-
dence interval instead of 97% might “force
some market participants to unwind market
positions or to decide not to continue partic-
ipation in the FTR auctions and FTR markets
entirely” A 97% interval “is designed to
converge at a 3% failure rate over time," it said,
explaining that back-testing results are “satis-
factory” if the total failure rate “agrees with the
confidence interval used in the model”

It conducted back-testing for 10,724 zonal
path prices and found 139 failures for a 1.3%
failure rate, which was less than the 3% failure
rate expected with a 97% interval. The RTO
said back-testing found the current FTR credit
requirement has a potential 8% market failure
rate.

“PJM contends that the FTR credit revisions
increase collateral for some FTR market partic-
ipants when the new methodology calculates
those positions represent unreasonable credit
risk to PJM and its members,” the commission
said. “PJM asserts that it must be a market risk
manager to protect PJM members from the
risks of FTR defaults that potentially result

in losses to PJM members that are not active
participantsin FTR markets”

Stakeholder Responses

A group of stakeholders, including DC Energy,
American Electric Power, Appian Way Energy
Partners, Exelon, Old Dominion Electric
Cooperative and Shell Energy N.A,, jointly
filed comments saying the proposed revisions
would “better protect ratepayers” and “bring

Winter
Failure Rate

0.90%

Failure Rate
0.45%

97% $1.345

$1.125

-16%

1.65% 2.72%

95% $1.345

-30%

$0.948

Estimated confidence intervals for total FTR collateral | PJM
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PJM closer to standards used in commodities
and futures markets.

They said there could be “unintended conse-
quences” for PJM’s FTR markets because of
“significant differences” in initial margin under
a 99% confidence interval that “may cause
some participants to reduce participation in
the FTR market or liquidate FTR positions”

The Independent Market Monitor said it
supported PJM’s filing but requested FERC
direct the use of the 99% confidence interval
instead of 97% “based on industry standards.”
A 97% confidence interval means that market
participants “will be provided a subsidy of
vcollateral-related costs and will not be
required to cover a significant portion of their
potential default risk at the expense of the
entire PJM membership,” it said.

The Organization of PJM States Inc. also advo-
cated for the use of a 99% confidence interval.
It argued that the commission needs to protect
load-serving entities “from uncovered losses
that are directly or indirectly passed along to
electric ratepayers” and that PJM “does not
provide sufficient detail of the impacts on
protection of nonparticipants and, ultimately
on electric ratepayers, from the consequences
of default risk exposure”
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Findings

The commission said it agreed with OPSI and
the Monitor that the record “fails to support”

a 97% interval, saying the RTO conceded that
its independent auditors “validated the HSIM
model at a 99% confidence interval rather than
the 97% confidence interval as proposed.”

“Given that the proposed FTR credit revisions
would result in lower aggregate collateral
levels than PJM'’s current collateral levels, we
find that the lack of support regarding how the
HSIM model used at a 97% confidence interval
establishes reasonably calibrated collateral
levels for riskier portfolios means that PJM has
not met its burden to show that the FTR credit
revisions are just and reasonable, particularly
in light of the significant recent defaults involv-
ing the FTR market, and we reject the revisions
on that basis,” FERC said.

The commission directed PJM to make an
informal filing within 60 days of the date of the
order to either show cause why its FTR credit
requirement remains just and reasonable and
not unduly discriminatory or preferential or
explain what tariff changes will remedy the
commission’s concerns. Stakeholders may
respond to PJM'’s filing within 30 days. m
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NRC Cites Ohio’s Davis-Besse Nuclear Power Plant

The Nuclear Regulatory Commission last week
cited Ohio’s Davis-Besse nuclear power plant
for improper maintenance of its very large
emergency diesel generators (EDGs), which
are used only when the reactor fails and the
plant is cut off from outside grid power.

The EDGs must start immediately and be
able to produce full power in as quickly as 10
seconds in order to enable emergency pumps
and other equipment to continuously cool
the reactor’s nuclear core to prevent it from
overheating.

NRC determined that plant engineers installed
improper replacement parts that prevented
the plants’ two EDGs to immediately start
during routine testing. Along with a lack of
maintenance of other components essential to
the production of power, it was enough to be a
safety violation, rather than a minor infraction.

The citation — on top of an earlier NRC finding
that Davis-Besse violated cybersecurity proto-
cols — puts the plant under increased inspec-
tions in the coming months. The commission
does not specify the severity of cybersecurity

g @rsted NJ Wind Project Faces Local Opposition

RTO Insider subscribers have access to two stories each monthly from NetZero and ERO Insider.

violations or the level of the citation it issues in
such cases.

Davis-Besse, operated by a FirstEnergy sub-
sidiary until it emerged from federal bankrupt-
cy protectionin early 2020, is today owned by
Energy Harbor, a closely held company that
does not respond to media inquiries. The plant
is currently shut down for refueling, according
toNRC. m
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DC Circuit Upholds FERC on Tx Cost Allocation in PJM

By Michael Yoder

The D.C. Circuit Court of Appeals on Friday
denied Linden VFT’s and the Long Island Power
Authority’s (LIPA) petitions for review of a
settlement that allocated transmission costs
in PJM.

But the court did agree with Linden’s argu-
ment that FERC “erroneously” assigned costs
based on a “flawed interpretation” of the set-
tlement, remanding the commission’s decision
for further proceedings.

The dispute was over a settlement the com-
mission approved between PJM and members
in May 2018 regarding how the RTO would al-
locate the costs of transmission projects above
500 kV approved between April 19,2007

— when FERC determined the RTO’s existing
violation-based distribution factor (DFAX)

or “postage stamp” method was unjust and
unreasonable, requiring a new load-ratio share
method — and Feb. 1, 2013, when FERC ap-
proved PJM’s new hybrid method, combining
both the DFAX and load-ratio methods. (See
FERC Rebuffs Challenges to PJM Tx Cost Allocation.)

FERC approved the settlement over the objec-
tion of Linden and LIPA, both of which export
electricity from PJM to New York; they argued
they would pay about $30 million more for the
“vintage projects” approved between 2007
and 2013 than under a pure DFAX method.

After the commission denied rehearing of the
settlement orders, Linden and LIPA petitioned
for judicial review.

“The question is difficult because high-voltage
projects afford two different kinds of benefits
— local benefits that accrue primarily to utili-
ties close to the project at issue, and regional
benefits that accrue throughout the grid,” the
court said inits ruling. “The 7th Circuit has
twice set aside cost allocations that ignored
the local benefits, and we have set aside cost
allocations that ignored the regional benefits”

Arguments

Linden and LIPA contended that FERC's
approval of the settlement, and the allocations
it implemented, were arbitrary, but the court
disagreed, saying that the commission can ap-
prove an agreement when the “overall result of
the settlement is just and reasonable,” even if
“individual aspects” of it “may be problematic”

“FERC adequately justified its approval of

each formula,” the court said. “Start with the
going-forward formula, which allocates costs
through a mix of the postage-stamp and flow-
based methods. FERC approved the formula
based on reasoning in its 2013 compliance
order, which had approved the same formula
for future high-voltage transmission projects.
Doing so was not arbitrary.

Linden and LIPA also contended that the set-
tlement violated a requirement of a cost-
benefit analysis to quantify the benefits of a
project, citing the 7th Circuit Court of Appeals’
rejection of the postage-stamp methodology
in 2014. But the D.C. Circuit said that ruling
was narrow, in that it found FERC weighed
regional benefits over local benefits. “Nothing
in those decisions casts doubt on’ FERC's view
that high-voltage projects have substantial
regionwide benefits it said, quoting itself from
aprevious ruling.

The court also said FERC “reasonably conclud-
ed”inits orders that Linden or LIPA would not
have found a more favorable decision on the
settlements by going through litigation in the
courts.

“The challengers do their best to obscure this
point, but what they seek is application of a
pure postage-stamp method — or at least a
hybrid formula with a more heavily weighted
postage-stamp component,” the court said.
“The 7th Circuit has twice set aside a pure
postage-stamp formula for the vintage proj-

| © RTO Insider LLC

ects. We have little doubt that, if faced once
again with a pure or almost pure postage-
stamp formula, it would call strike three.

TEC Adjustments

The 2018 settlement made a series of
adjustments for the “vintage project” costs
incurred before 2016, which PJM previously
had allocated under the DFAX method. FERC
said the adjustments were made to bring

the allocations in line with “what would have
been credited or paid” if PJM had adopted the
going-forward formula from the start.

The formula imposed monthly transmission
enhancement charge (TEC) adjustments
beginning in January 2016 and continuing
through December 2025.

Linden argued that it did not need to make

any of the payments created in the formula
because it surrendered its firm transmission
withdrawal rights on Jan. 1, 2018, about five
months before FERC approved the settlement.
PJM agreed that Linden did not need to pay
TEC adjustments for 2018 to 2025, but they
disagreed over TEC adjustments for 2016 and
2017.

Regarding TEC adjustments, the PJM tariff
states, “If all responsible customers in a zone
or merchant transmission facility are no longer
subject to transmission enhancement charges
under the PJM tariff during the period in which
transmission enhancement charge adjust-
ments are collected, then, during the portion
of that period that such responsible customers
are not subject to transmission enhancement
charges, the payments from or credits to such
responsible customers shall cease”

Linden is the only responsible customer in its
merchant facility, and it argued that the “peri-
od in which [TEC] adjustments are collected”
began when FERC approved the settlement,
because PJM “did not and could not collect any
payments before then”

FERC said that TEC adjustments began to
accrue and were “collected” as soon as the
settlement became effective in January 2016.

“The plain meaning of ‘collected’ unambiguous-
ly supports Linden,” the court ruled. “FERC has
not identified a single example, in a dictionary
or otherwise, where ‘collect’ means to accrue
liability. Nor have we found any. This strongly
suggests that ‘collect’ simply cannot bear that
meaning” ®

rtoinsider.com
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Company Briefs

Evergy Hits Renewable Energy
Milestone

3> evergy

Evergy last week
announced that
it had 90,000
GW of wind energy, a new milestone for

a company that has retired 2 GW of coal
generation.

Evergy also said it hit its goal of a 51% drop
in carbon emissions. The company expects
a 70% reduction by 2030 and aims to be
carbon neutral by 2045.

Company spokeswoman Gina Penzig said
that about 33% of the energy serving homes
and businesses now comes from renewable
sources.

More: KMBC

GM, Ex-CEO Sell Stakes in Lordstown
Motors

General Motors last week announced that it

Federal Briefs

FERC Lists Benefits to Demolishing
California Dams

FERC two weeks ago issued a draft environ-
mental impact statement saying there were
significant benefits to a plan to demolish
four dams on Northern California’s Klam-
ath River to save migratory salmon. The
statement by the commission clears a major
regulatory hurdle for the project and paves
the way for public hearings on the document
before a final draft is issued this summer.

FERC said that moving ahead with the pro-
posal would “maximize benefits” to salmon
fisheries important to local tribes and re-
store the landscape to a “more natural state”
Coho salmon are listed as threatened under
federal and California law, and their popula-
tion has fallen between 52% to 95%. Spring

has sold its 7.5-million-
share stake in EV startup
Lordstown Motors. GM did
not disclose the proceeds it
received.

Lordstown, which posted a fourth-quarter
loss, said it had expected to manufacture
and sell about 500 of its Endurance electric
pickup trucks this year.

A day earlier, former CEO Steve Burns

sold nearly 5.3 million company shares,

the Securities and Exchange Commission
showed, valued at $13.5 million. Burns, who
was the CEO until he resigned in June 2021,
remains its largest shareholder with nearly
38 million shares worth roughly $93 million.

More: Reuters, Reuters

Peabody Announces Joint Venture
Focused on Solar, Storage

Peabody Energy, the world’s largest
private-sector coal company, last week

chinook salmon have dwindled by 98%.

The dams near the Oregon-California bor-
der were built before current environmental
regulations and have become less econom-
ically viable as concerns grow about their
environmental impact.

More: The Associated Press

Madigan Indicted on Federal
Racketeering Charges

Former Illinois House Speaker Michael
Madigan was indicted last week on federal
racketeering charges that allege his elected
office and political operation were a criminal
enterprise that provided personal financial
rewards for him and his associates.

A 22-count indictment returned by a federal
grand jury comes after a yearslong investi-
gation and alleges Madigan participated in
an array of bribery and extortion schemes
from 2011 to 2019 aimed at using his power
for personal gain. Also charged in the indict-
ment was Madigan’s longtime confidant,
Michael McClain, a former state legislator
and lobbyist who is facing separate charges.

Madigan and his attorneys denied the
allegations and said they intend to fight

rtoinsider.com

announced it has launched a “renewable
energy development company” called R3
Renewables.

The new firm, which is the product of a

joint venture between Peabody, Riverstone
Credit Partners and Summit Partners Credit
Advisors, plans to pursue the development
of more than 3.3 GW of solar power and 1.6
GW of battery storage capacity over the
next five years.

The new company will be led by CEO John
Jones.

More: St. Louis Post-Dispatch

them in court.

More: Chicago Tribune

TVA Begins Replacement of Steam
Generators at Watts Bar Nuclear Plant

The Tennessee Valley

Authority last week shut

down the Unit 2 reactor at

its Watts Bar Nuclear Plant

to refuel the 1,150-MW re-
actor and install four 850,000-pound steam
generators.

Although the reactor has operated for
fewer than six years, the steam generators
being replaced were built in the 1970s and
found to be built with a metal alloy that has
prematurely developed leaks and additional
problems at other plants. TVA ordered the
four new generators in 2014, before the
Unit 2 reactor began generating power in
2016. TVA paid $160 million for Westing-
house to make the 67-foot generators and
spent millions more to transport and store
them for the past four years at the Watts
Bar site on the Tennessee River.

The job is expected to take roughly two
months to complete.

More: Chattanooga Times Free Press
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State Briefs

COLORADO

Delta County Denied Utility-scale Solar
Farm

Delta County Commissioners last week
voted 2-1 to deny the development of a
472-acre solar farm.

The Planning Commission and county
planning staff had recommended approval,
but two commissioners voted against the
decision, citing loss of agricultural land and a
lack of compatibility.

More: Delta County Independent

El Paso County Rezones Land for
Solar Array

El Paso County commissioners last week
approved new zoning for about 5,000 acres
for the Pike Solar Project.

The proposed 175-MW project will cover
about 1,350 acres, including a power sub-
station, a 25-MW lithium battery installa-
tion and other infrastructure.

The project by the company Juwi will serve
Colorado Springs Utilities and is expected to
sell power for the next 17 years.

More: The Denver Gazette

DELAWARE

State to Adopt Zero Emission Vehicle
Regulation

Gov. John Carney last week announced
that Delaware will join 13 other states in
adopting California’s zero emission vehicle
(ZEV) regulations.

“In 2017, we signed on to the U.S. Climate
Alliance, committing to reduce our car-

bon emissions by at least 26% by 2025.
Adopting ZEV regulations will help us make
progress on those goals, as well as the other
goals outlined in Delaware’s Climate Action
Plan,” Carney said.

Managed by the Department of Natural
Resources and Environmental Control,

the program is designed to accelerate the
commercialization of battery-electric, plug-
in hybrid and fuel cell EVs. The regulations
mandate that a certain percentage of the
vehicles delivered for sale in a state are ZEV
vehicles.

More: Delaware.gov

FLORIDA
Duke Energy Installs 600 EV Chargers

‘l\ DUKE recently completed
V‘ ENERGY. its Parky& Pluz pilot

program and installed 627 EV charging
stations throughout the state.

Duke Energy Florida

Duke launched the programin 2018 to
expand access to charging stations as part of
an agreement with the Public Service Com-
mission. Since its launch, chargers have been
installed at locations across the state: 182
public level 2 chargers at local businesses;
52 DC fast chargers in public locations; 220
level 2 chargers in multi-unit dwellings; and
173 level 2 chargers in workplaces.

More: Daily Energy Insider

House Advances Net Metering Bill

The House last week voted 83-31 to ad-
vance net metering legislation that would
direct the Public Service Commission to
create a new rule that would require cus-
tomers with renewable generation systems
to “pay the full cost of electric service” and
not be “subsidized by the general body of
ratepayers.

The bill would also require any energy
delivered by a customer’s system to the grid
to be credited at a price that would be below
retail rates. Revised net-metering billing
could also include fixed charges, monthly
minimum bills or electric grid access fees.
However, those who own or lease systems
in service before the effective date of the

bill would still be able to use existing net-
metering rules for the next 20 years.

The Senate has a companion measure that
has so far passed numerous committees.

More: Florida Politics, Canary Media

IDAHO

Power County Approves Solar Farm
Permit

The Power County

E{Eé;(ea:‘/% Planning and Zoning
/___44, Board last week ap-

proved a special-use

permit for a 300-MW
solar farm on 6,500 acres of range land near
American Falls.

NextEra Energy Resources said the planned
Moon Crater Solar and Storage Project

rtoinsider.com

will represent a $500 million investment.
Company officials plan to build the project
in phases, with 100 MW to 200 MW of ca-
pacity in the initial phase. Capacity would be
added according to demand. Once complete,
officials say it will be the state’s largest solar
farm.

The company hopes to begin construction in
2023 and commence operations by 2024.

More: Idaho State Journal

INDIANA

South Bend to Upgrade 9,000
Streetlights to LEDs

South Bend and Indiana Michigan Power
last week said they are planning to upgrade
9,000 of the city’s streetlights to LEDs.

The city has 12,000 streetlights but only
owns about 3,000 of them. The rest are
owned by Indiana Michigan Power, with the
city paying for maintenance and operation.

Currently, the city uses 5.1 million kWh per
year on its |&M streetlights. With the switch
to LEDs, that will drop to 2.1 million kWh.

More: WVPE

KANSAS

Corporation Commission, Customers
Reach Settlement over Gas Costs

The Corporation Commission last week
unanimously approved forgiving hundreds
of millions of dollars in penalties and natural
gas costs for a handful of large gas market-
ers and customers from last February’s deep
freeze.

The 28 marketers and customers could
have faced a maximum of $888 million in
fines and gas costs for misappropriating

gas during the emergency but negotiated it
down to about $65 million in a settlement.
They will not pay any fines and will only have
to pay for the gas they took at rates deeply
discounted from what Kansas Gas Service
was paying at the time.

The settlement clears a hurdle for Kansas
Gas Service to begin collecting more than
$366 million in extraordinary costs from
Winter Storm Uri and establishes that
$313.7 million will come from the compa-
ny’s regular customers. It is expected to add
$5 to $9 to customer bills for the next five to
10 years.

More: The Wichita Eagle
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MICHIGAN
EV Registrations Climb 60%

State electric vehicle registrations climbed
nearly 60% over the past year, rising from
10,500 registrations in March 2021 to
16,400 this past month.

State officials project as many as 60,000
EVs will be on the roads by 2024. The state’s
largest energy provider, Consumers Energy,
anticipates 1 million EVs in its Lower Penin-
sula service territory by 2030.

Still, EVs remain a small fraction of vehicles,
as 9 million vehicles are registered in the
state.

More: MiBiz

MINNESOTA

Murray County Wind Turbine Upgrades
Get PUC Approval
Utilities

C) XcelEnergy-
Commission

last week approved a project to replace 65
turbines on two county wind farms.

The Public

A summary of the Northern Wind project
said 57 turbines from the Chanarambie
project and eight from the Viking project
would be removed and replaced.

When the new turbines are up and running,
Northern Wind plans to sell the electricity
to Xcel Energy.

More: Marshall Independent

OHIO

Judge Withdraws from Cases in
Nuclear Bailout Probe
Greg Price, an attorney examiner with the

Public Utilities Commission and chief of
the electric and energy section, last week

Jumping through hoops was never really your thifig anyway.

withdrew himself from four cases involving
legislation at the center of a criminal public
corruption investigation into FirstEnergy
Corp., citing “truly unique circumstances.”

“Due to the fact that | provided legal review
and advice to the previous commission
chairman regarding [HB 6] and in light of
the truly unique circumstances presented
today, | have concluded that it is in the best
interest of the commission that | withdraw
from presiding over these four proceedings,’
Price wrote in a letter.

Price’s withdrawal comes after subpoenaed
records the PUC provided to the Depart-
ment of Justice show the extent of his
involvement in HB6. Since its passage, Price
has issued several rulings on FirstEnergy
PUC cases that have blocked access to doc-
uments and witnesses. The report revealed
two documents listing Price as an employee
formally reviewing the legislation for the
agency in 2019.

More: Ohio Capital Journal

OREGON

EFSC Approves Solar Project

The Energy Facility Siting Council last week
unanimously approved the Obsidian Solar
Center, roughly four years after it was
initially proposed.

The decision came after a state hearing
officer rejected arguments by landowners
that the facility will disrupt farm operations
due to fugitive dust, invasive weeds and dis-
placed wildlife. The officer said opponents
hadn't proved that mitigation measures
planned by the developer to address the
problems would fail. The project is expected
to sit on 3,900 acres of farmland.

Project opponents may still appeal the
EFSC decision directly to the state Supreme
Court.

More: Capital Press
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VIRGINIA

Senate Committee Kills Bill to Restore
SCC Oversight in Energy Projects

The Senate Commerce and Labor Commit-
tee last week voted 9-5 to kill a House bill
that would have restored State Corporation
Commission oversight over energy projects
approved in the Virginia Clean Economy Act.

The 2020 act restricted the ability of the
Corporation Commission to determine if
large new projects are necessary and cost
effective and directed commissioners to ap-
prove close to $10 billion in costs for a large
offshore wind farm planned by Dominion
Energy. Del. Lee Ware (R) said his proposed
legislation was aimed at removing provisions
in the act that are projected to lead to an
increase in residential power bills.

Democrats say the program is essential to
limiting fossil fuel emissions, while Republi-
can Gov. Glenn Youngkin calls it an unneces-
sary tax.

More: Richmond Times-Dispatch

WEST VIRGINIA

Senate Passes Carbon Sequestration
Bill

The Senate last week voted 33-0 to pass a
bill that would establish practices and stan-
dards for carbon dioxide sequestration. The
state currently has no rules or regulations
regarding the practice.

The bill would require carbon capture
operators to obtain a permit from the De-
partment of Environmental Protection and
would lay out criteria for the DEP to follow
when it comes to issuing the permits.

The bill, which passed the House 20-0, now
goes to Gov. Jim Justice.

More: WV News
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