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FERC/Federal News

Christie Blasts FERC Transmission Incentives in PATH, Brandon Shores Orders
‘Ridiculously Generous to Transmission Developers’
By Rich Heidorn Jr.

FERC Commissioner Mark Christie on  
Dec. 19 used orders on the canceled  
Potomac-Appalachian Transmission Highline 
(PATH) project and a $785 million reliability 
project in PJM to blast the commission’s “ridic-
ulously generous” incentives for transmission 
developers.

Christie wrote in a concurrence that FERC 
policy gave him no alternative but to approve 
an abandoned plant incentive for three Exelon 
subsidiaries assigned to build $785 million in 
transmission to address reliability problems 
expected from the scheduled closure of Talen 
Energy’s Brandon Shores coal-fired plant in 
Pasadena, Md. The incentive allows the utili-
ties to recover all “prudently incurred” costs if 
the project is canceled for reasons outside of 
their control.

But he used his concurring statement to renew 
his call for the commission to re-evaluate that 
incentive, as well as the construction work in 
progress (CWIP) incentive and the RTO partic-
ipation adder (ER24-163).

Christie also concurred with the commission’s 
approval of an uncontested settlement in the 
15-year dispute over the abandoned PATH 
project, saying it cost ratepayers $250 million, 
although it was never approved by any of the 
three states in which it would have passed and 
“even though not a single ounce of steel was 
ever put in the ground” (ER12-2708, et al).

Christie said the CWIP incentive “effectively 
makes consumers the bank for transmission 
developers,” while the abandoned plant incen-
tive “effectively makes them the insurer of last 
resort.”

“This incentive allows transmission develop-
ers to recover from consumers the costs of 
investments in projects that fail to materialize 
and thus do not benefit consumers,” he wrote. 
“Just as consumers receive no interest for 
the money they effectively loan transmission 
developers through CWIP, they receive no pre-
miums for the insurance they provide through 
the abandoned plant incentive if the project is 
never built.”

The RTO participation adder, which increases 
the transmission owner’s return on equity 
(ROE) above the market cost of capital, “is 
an involuntary gift from consumers,” Christie 
added. “There is something really wrong with 

this picture.”

Looking ahead to 2024, Christie wrote, “as this 
commission considers other potential reforms 
related to regional transmission planning and 
development, it is imperative that incentives 
like the CWIP incentive, abandoned plant 
incentive and RTO participation adder are all 
revisited to ensure that all the costs and risks 
associated with transmission construction 
are not unfairly inflicted on consumers while 
transmission developers and owners stand to 
gain all the financial reward.”

Exelon’s Baltimore Gas and Electric, PECO En-
ergy and Potomac Electric Power Co. (Pepco) 
requested the abandoned plant incentive to 
build the transmission upgrades that PJM said 
are needed to address thermal and voltage 
violations that would result from Talen’s plan 
to close Units 1 and 2 of Brandon Shores on 
June 1, 2025.

The utilities sought assurances they would 
be made whole if Talen withdraws its deacti-
vation notice and either continues to operate 
the units or sell its injection rights to another 
developer. They also said the project could be 
undermined by transmission planned to deliver 
New Jersey and Maryland offshore wind 

generation.

Exelon also cited the risk of opposition from 
landowners, noting the project will require the 
acquisition of about 50 acres of land in Penn-
sylvania for new and expanded substations, 
1.25 miles of expanded rights of way in York 
County, Pa., and new facilities within existing 
rights of way in Maryland, requiring approvals 
from regulators in both states.

Christie urged the commission to act on 
proposals to limit the RTO participation adder 
to the three years following a utility’s initial 
membership in an RTO (from its 2021 supple-
mental Notice of Proposed Rulemaking) and to 
eliminate the CWIP incentive (in its April 2022 
transmission planning and cost allocation 
NOPR).

“It is clear to me that the commission’s proce-
dures and criteria for awarding the abandoned 
plant incentive should also be reconsidered,” 
Christie wrote. “In short, revisiting all these 
incentives is imperative at a time of rapidly 
rising customer power bills.”

PATH Settlement
Christie also concurred on the PATH settle-
ment, which the developers said “will facilitate 

The path of the abandoned Potomac-Appalachian Transmission Highline (PATH) transmission project | PJM
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FERC/Federal News
the final wind-down and termination of the 
PATH companies.” (The commission directed 
PATH to notify it within 60 days whether they 
were withdrawing petitions for declaratory 
orders in dockets EL18-186 and EL18-187 
that are not resolved by the settlement.)

Christie said the settlement was significant 
because of the “major lessons — and warnings 
— it holds for long-term regional transmission 
planning driven by policy goals, the substan-
tial costs that go with such projects and how 
FERC’s policies inflate those costs to consum-
ers.”

He said the commission’s formula rate struc-
ture, which gives developers a presumption 
of prudence when they file for cost recovery, 
“facilitated this assault on consumers, as it 

does regularly.”

He also said PATH illustrates “the inherent 
dangers in approving for regional cost alloca-
tion long-distance projects based on a predic-
tion (i.e., a guess) of what the generation mix 
will be in 20 years or more,” noting that PATH 
was originally part of “Project Mountaineer,” 
a plan to deliver mostly coal power over three 
high-voltage lines from West Virginia to East 
Coast load centers.

“The lesson here is clear: For policy-driven 
long-distance, regional transmission projects 
affecting consumers in multiple states, it is 
absolutely essential that state regulators have 
the authority to approve — or disapprove — 
the construction of these lines and how they 
are selected for regional cost allocation and 

what that cost allocation formula is, if their 
consumers are going to be hit with the costs,” 
Christie wrote.

The settlement, which was supported by FERC 
staff, calls for PATH to continue to use its 
current 8.11% ROE until its formula rate is 
terminated and payment of $9.5 million in 
refunds to customers. (See DC Circuit Reverses 

FERC on PATH Refunds.)

Also approving the two orders were Chair 
Willie Phillips and Commissioner Allison 
Clements. James Danly, who attended his final 
meeting as a commissioner Dec. 19 and is pre-
sumed to be job hunting, did not participate. 
(See Secretary Bose and Commissioner Danly Honored 

at Their Final FERC Meeting.) 

The Brandon Shores coal-fired power plant is scheduled to retire in June 2025, triggering $785 million in transmission upgrades. | Talen Energy
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DOE Issues Final Guidelines for National Transmission Corridors
Department Promises ‘Robust Public Engagement’ in NIETC Designations
By K Kaufmann

The Department of Energy has released its final 
guidelines for the designation of National Inter-
est Electric Transmission Corridors (NIETCs), 
which are narrowly defined areas where trans-
mission is urgently needed to ensure power 
reliability and affordability and to advance 
“important national interests.”

DOE was authorized to designate such 
corridors in a “nonbinding process” through 
the Infrastructure Investment and Jobs Act, 
according to the guidelines issued Dec. 19. 

As defined in the guidelines, a NIETC is “a 
geographic area where … DOE has identified 
present or expected transmission capacity 
constraints or congestion that adversely 
affects consumers. … One or more transmis-
sion projects could be located within that 
geographic area to alleviate such constraints 
or congestion.”

NIETC designation “unlocks” federal money 
and permitting tools to accelerate transmis-
sion construction, such as programs that allow 
DOE to sign on as an anchor off-taker for 
transmission projects, and direct loans made 
available by the Inflation Reduction Act.

DOE announced its first proposed off-taker 
agreements in October, with up to $1.7 billion 
invested in three interstate transmission 
projects. (See DOE to Sign up as Off-taker for 3 
Transmission Projects.)

The IIJA also authorized FERC to issue permits 
for transmission projects within a NIETC if a 
state lacks authority to issue a permit, has de-
layed action on a permit application for more 
than a year or has denied the application. 

The guidelines lay out a four-step process for 
NIETC designation: information collection on 
potential NIETCs; the publication of a pre-
liminary list of proposed NIETCs; completion 
of environmental or other reviews, “robust 
public engagement” and the release of draft 
NIETC designation reports; and one or more 
final NIETC designation reports with related 
environmental documents.

“Improving and expanding national transmis-
sion infrastructure is essential to not only 
meeting President Biden’s clean energy goals, 
but also to ensuring that people across the 
country have access to resilient, affordable 
power,” Maria Robinson, director of DOE’s 

Grid Deployment Office, said in a DOE press 
release. 

“Consumers are frequently harmed from a 
lack of transmission infrastructure, which can 
directly contribute to higher electricity prices, 
more frequent power outages from extreme 
weather and longer outages as the grid strug-
gles to come back online,” according to the 
press release. “While these needs are urgent, 
building and expanding transmission often 
requires several years of permitting, siting 
and regulatory processes, especially if the line 
extends through multiple states and regions.”

‘Any Interested Party’
DOE was first authorized to designate trans-
mission corridors in the Federal Power Act of 
2005, according to a report from the depart-
ment’s Electricity Advisory Committee. The 
law also allowed FERC “backstop” permitting 
authority — that is, allowing the commission to 
issue a permit even if a state was opposed to a 
project. Those provisions were ruled uncon-
stitutional because they did not provide clear 
enough definitions of what conditions would 
trigger the backstop authority.

The IIJA amended the 2005 law to provide 
more clarity on DOE’s ability to designate the 

renamed NIETCs and FERC’s ability to permit 
interstate or interregional transmission.

The final guidelines incorporate feedback DOE 
received in the 112 comments it received 
following the Notice of Intent and Request 
for Information on the NIETC designation 
process, which it issued in May. For example, 
state officials, RTOs and advocacy groups were 
concerned that transmission developers might 
have too much influence in the NIETC desig-
nation process. (See States, RTOs Caution DOE on 
Transmission Corridors.)

The guidelines acknowledge this feedback 
and open eligibility to provide information and 
suggest corridors to “any interested party.”

“DOE does not prioritize NIETC designation 
based on which interested party submits 
information and recommendations. … As 
commenters suggest, opening eligibility may 
spur collaborative transmission development 
among traditional developers, load-serving 
entities (including public power entities and 
Indian tribes), states and local governments, 
and others.”

Robinson similarly stressed that DOE has 
pursued “meaningful, collaborative and 
widespread stakeholder engagement into 

| © RTO Insider LLC
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our NIETC designation process to make sure 
we can clearly identify the areas that are the 
nation’s highest priorities for transmission and 
bring critical infrastructure there first.”

The release of the 66-page guidelines will kick 
off a comment period that will run through 
Feb. 2. DOE is targeting spring 2024 for a 
preliminary list of potential NIETCs.

NIETC vs. Transmission Planning
In evaluating potential NIETCs, the guidelines 
state that DOE’s National Transmission Needs 
Study, also released in October, will be a prima-
ry, but not the only, source of information for 
corridor designation.

The triennial report provided a breakdown 
of regional and interregional transmission 
needs, pointing to the higher electricity prices 
and reliability concerns grid congestion and 
constraints can have on consumers. From 
2019 to 2020, the guidelines say, “congestion 
on interfaces across all [Western non-RTO/
ISO] markets (day-ahead, 15-minute and 
5-minute) increased by 74% from $152 million 
in 2019 to $263 million in 2020, primarily due 
to increased congestion.”

Looking ahead, the guidelines predict the  

effects of inadequate transmission will intensi-
fy. Massive growth in interregional transfer ca-
pacity may be needed, such as a 255% increase 
between New England and New York.

The guidelines’ Summary of Needs Study sug-
gests all regions may benefit from NIETCs. But, 
again noting stakeholder input, the guidelines 
stress the NIETC process isn’t intended to dis-
rupt or supplant, but to complement existing 
transmission planning. 

“In particular, DOE can use the NIETC desig-
nation process to identify valuable areas for 
transmission development that these existing 
transmission planning processes may not 
be identifying,” the guidelines say. “Existing 
transmission planning processes are largely 
constrained by their focus on regional or local 
needs, whereas the NIETC designation pro-
cess can examine interregional needs.”

DOE also will use a “threshold need determi-
nation” to help identify possible NIETCs, based 
on the current status and future expectations 
of congestion or lack of capacity that may af-
fect consumers, the guidelines say. Only areas 
that pass that screening will continue in the 
designation process. 

Advocates and industry analysts are still  

reviewing the guidelines, but they shared 
initial reactions with RTO Insider.

Rob Gramlich, president of Grid Strategies, a 
research and consulting firm, said he’s glad to 
see DOE moving ahead with the process, but 
cautioned “it is better for all parties involved 
for the process to focus on actual routes which 
the … process allows. If they are not using that, 
they will need to find another way to focus on 
meaningful, narrow corridors.”

Elise Caplan, vice president of regulatory 
affairs at the American Council on Renew-
able Energy (ACORE), said her organization 
“supports DOE’s preliminary finding that the 
greatest value for NIETC designation will be in 
geographic areas where DOE has found a need 
for increased interregional transfer capacity.”

“DOE also properly critiques the shortfalls 
in transmission planning and the absence of 
planning for larger-scale, regional and interre-
gional transmission ‘that may address multiple 
transmission needs in a wider area more cost 
effectively than the piecemeal transmission 
expansion that dominates today,’” Caplan said. 
“ACORE supports the use of the NIETC desig-
nation process as one of many tools to address 
this shortcoming.” 
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DOE Lays out Plans for Designating Transmission Corridors
By James Downing

The Department of Energy plans to release 
a list of potential National Interest Electric 
Transmission Corridors (NIETCs) this spring.

DOE has already released a transmission 
needs study looking at where new projects 
could be beneficial around the country, and 
it released a related guidance document last 
month. (See DOE to Sign Up as Off-taker for 3 Trans-
mission Projects.)

“This guidance improves upon previous NIETC 
designation processes in response to both 
court decisions and updates to our authority 
in recent legislation,” Grid Deployment Office 
(GDO) Director Maria Robinson said during a 
webinar Jan. 3. “Specifically, I’ll note that the 
proposed process would designate narrow 
geographic areas as NIETCs, rather than large 
swaths of land.”

The department is taking public comment on 
that guidance, which is due Feb. 2, and it plans 
to release a list of NIETCs that it will continue 
to study 60 days after that.

“This list will provide the preliminary geo-
graphic boundaries of potential NIETCs, which 
we expect to be sort of a rough approximation,” 
said Gretchen Kershaw, GDO senior adviser 
for transmission. 

The lists will also include preliminary assess-
ment of transmission needs within the relevant 
area and any harms to consumers, essentially 
explaining the threshold need determination 
made in phase 1, she added.

The transmission needs study identified a need 
for interregional transfer capacity around 
the country, but Kershaw said DOE’s process 
would favor lines with multiple benefits in 
addition to increasing the ability to ship power 

between regions.

The list will provide high-level explanations of 
why potential NIETCs moved to phase 2 of the 
designation process, and any that did not will 
continue to be eligible in future designations. 
Stakeholders will have an additional 45 days 
to provide comment on those in phase 2. DOE 
will look to refine the NIETCs’ geographic 
scope and start to consider environmental 
assessments.

DOE will further narrow down the list and 
then formally propose the NIETCs in phases 3 
and 4. The department is unsure of the time-
line for that because of how long environmen-
tal reviews can take, Kershaw said. A standard 
environmental impact statement takes the 
department about two years to produce, she 
added.

The department does not plan to propose mas-
sive corridors, as it did the last time it desig-
nated a pair of NIETCs in 2007, Kershaw said. 
In a process that was ultimately stymied by 
the courts, the department picked one route 
that covered Southern California and parts 
of Arizona and another that covered much of 
the mid-Atlantic into New York City — both 
designed to ship cheap power into the two 
biggest cities in the U.S. 

“It concentrates stakeholder attention on 
where new transmission is most likely to be 
built within a NIETC by having that narrower 
scope,” Kershaw said. “The narrower geograph-
ic areas also lead to more efficient preparation 
by DOE of environmental documents again 
focused on a narrower area, and also more 
useful environmental documents for permit-
ting agencies including FERC.”

The Infrastructure Investment and Jobs Act 
granted FERC the authority to approve new 
transmission in the corridors when states 
either lack authority to site a project (if they 
cannot consider regional benefits, for exam-
ple), have not acted on an application after a 
year or have denied an application for a line.

FERC is reviewing its own authority under 
the NIETC process with a Notice of Proposed 
Rulemaking (RM22-7). (See FERC Backstop Siting 
Proposal Runs into Opposition from States.) 

Some projects will use that authority from 
FERC under Federal Power Act Section 216b, 
but for those that do not, DOE can help coor-
dinate all federal authorizations and environ-
mental reviews under Section 216h of the law, 
Kershaw said. 

Construction of the Huntley-Wilmarth transmission line project in Minnesota | Michels Corporation
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Federalist Society Examines the Changing Politics of Power Markets
By James Downing

Economic deregulation started out as a Repub-
lican policy, but GOP appointees to FERC have 
been questioning how it has been applied to 
the electric industry, a trend that was explored 
Jan. 5 at the 25th Annual Federalist Society 
Faculty Conference in D.C.

James Coleman, a professor at the Southern 
Methodist University Dedman School of Law, 
noted that former Commissioner Bernard 
McNamee has said marginal price auctions for 
energy are not ensuring reliability and that for-
mer Commissioner James Danly has said the 
markets are not a statutory requirement and 
that vertically integrated states have cheaper 
prices.

FERC Commissioner Mark Christie has not 
gone as far in his criticisms, but he has argued 
in the Energy Law Journal that it is time to 
examine whether the basic RTO market model 
is the best way forward, Coleman said. (See 
FERC’s Christie Calls for Reassessment of Single Clear-
ing Price.)

“In some ways, it’s not so different from the 
traditional critique that we’ve seen from 
progressives of the use of electricity markets 
in providing electricity, which is they have been 
concerned that those electricity markets give 
short shrift to some of the important concerns 
other than price,” Coleman said.

Critiques from the left have focused on how 

the markets favor prices over environmental 
impacts, especially climate change, but the 
emerging criticism from the right is focused on 
how markets are impacted by a growing share 
of subsidized renewable power, Coleman said.

“In both the case of progressive critiques, and 
in the case of these increasing conservative 
critiques, the real concern is less about the 
use of markets, but more about what kinds 
of regulations we’re using to drive the kind of 
preferred energy sources,” he added.

One conservative critique is that the markets 
are focused on short-term costs and thus have 
no long-term vision, said Ari Peskoe, direc-
tor of Harvard Law School’s Electricity Law 
Initiative. That led to the Trump administration 
trying to stem the shift from coal and nuclear 
to natural gas with a proposal that would have 
paid such baseload power plants outside of the 
ISO/RTO markets, effectively ending them.

“To maintain reliability, Scott Pruitt, who was 
then the head of EPA, went on TV and claimed 
that we needed to have 30% coal in our elec-
tricity mix, because, for the first time, coal was 
suddenly dropping below this marker,” Peskoe 
said. “And, so, he fabricated this number that 
was necessary to keep the system reliable.”

The so-called Grid Resiliency Pricing Rule, 
proposed by the Department of Energy, was 
rejected by FERC. Peskoe noted that the only 
utility to publicly support the rule was FirstEn-
ergy, which was later found to be bribing Ohio 
officials for favorable treatment of its coal and 

nuclear plants in a massive corruption scandal.

Texas went further with restructuring than any 
other market, including on the retail side, and 
the devastating blackouts it experienced from 
Winter Storm Uri in February 2021 led to 
additional arguments against markets’ ability 
to maintain reliability.

“Texas is sort of vaunted as a purely competi-
tive power market. It presents an interesting 
experience experiment, because there are 
actually a handful of remaining utility monop-
olies within the Texas ERCOT footprint that 
have no consumer choice, and which own their 
own fleet of power generation,” NRG Energy 
Vice President of Regulatory Affairs Travis 
Kavulla said. “And those power plants make 
their revenue by recourse to this captive base 
of ratepayers.”

Those traditionally regulated firms had poorer 
performance among their fossil fuel-fired pow-
er plants than did the competitive firms such as 
NRG, he added. The competitive market also 
was unable to pass along the huge costs from 
the storm, whereas Kavulla cited one gas utility 
in Oklahoma that is charging its customers $7/
month for several decades to cover its costs 
from a week’s worth of natural gas.

The market felt major impacts from the storm, 
with Kavulla citing one NRG trader who had 
a retail deal exposed to wholesale prices and 
wound up spending $55 to boil a pot of water 
for tea that week. But instead of passing the 
costs along to customers for the next 20 years, 
NRG lost about $1 billion purchasing replace-
ment power.

Uri also exposed issues with the side of the 
industry that has never seen any kind of 
deregulation — the distribution system — and 
how to implement rolling blackouts, Peskoe 
said. Utilities were not aware of vital natural 
gas infrastructure that needed power to keep 
operating, so when they cut off electricity to 
such sites, they only made the gas shortage 
worse, he added. 

Winter Storm Elliott in late 2022 also showed 
that vertically integrated states can have some 
of the same issues, he said.

“It comes back to standards, sort of more 
traditional forms of regulation, because this 
is an essential good that people need,” Peskoe 
said. “And so, market or nonmarket is only 
sort of part of the debate; we have to have all 
this stuff happening to support the market or 
non-market and make sure that that all runs 
smoothly.” 

From left: Harvard University's Ari Peskoe, NRG's Travis Kavulla and Southern Methodist University's James 
Coleman, with moderator Joshua Macey of the University of Chicago at the Federalist Society Faculty Confer-
ence | Federalist Society
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FERC Nixes Duke Transmission Planning Proposal over Cost Threshold
By James Downing

FERC on Dec. 29 rejected Duke Energy’s 
proposal to update the transmission planning 
process for its utilities in the Carolinas without 
prejudice, meaning the utility could file a 
similar proposal addressing the commission’s 
concerns (ER24-314).

Duke Energy Carolinas and Duke Energy 
Progress participate in the North Carolina 
Transmission Planning Collaborative (NCTPC), 
which identifies transmission upgrades needed 
to maintain new reliability and integrate new 
generation and load onto their systems in 
both North and South Carolina. It produces 
annual local transmission plans by studying the 
system’s reliability, economic and public policy 
needs.

In recent years, coal retirements, compliance 
with state and federal laws, and continued eco-
nomic development have strained the current 
NCTPC process, Duke told FERC. About 8,400 
MW of coal resources are planned to retire, 
and Duke’s integrated resource plans in both 
states call for 5,400 MW of new generation to 
replace that by 2030.

To ensure the replacements are available in 
time to maintain reliability, the Duke compa-
nies asked FERC to approve changes to their 
Joint Open Access Transmission Tariff that 
included setting up a new “Multi-Value Strate-
gic Transmission Projects” class of lines, as well 
as increased transparency and coordination 
for NCTPC stakeholders. They also proposed 
changing the NCTPC’s name to the Carolinas 
Transmission Planning Collaborative (CTPC).

Duke proposed a threshold for projects to 
qualify in the new transmission planning pro-
cess of $5 million, which it said would ensure 
all major transmission lines are covered.

“We reject Duke’s proposed Joint OATT revi-
sions without prejudice to Duke refiling with-
out the proposed $5 million estimated cost 
threshold,” FERC said. “We find that Duke’s 
proposal to implement a $5 million estimated 
cost threshold that must be met for any local 
transmission project to be planned through 
the CTPC process is not consistent with Order 
No. 890.”

While FERC has granted an exemption to 
asset-management projects and activities 
that do not expand the grid from Order 890, 
it has not exempted transmission projects and 
activities that expand the grid but fall below a 
cost threshold. 

Besides the $5 million limit running afoul of 
that precedent, however, FERC said the rest of 
Duke’s proposal appears to be just and reason-
able and otherwise consistent with the 2007 
order, which governs transmission providers’ 
planning processes. The commission disagreed 
with arguments that Duke’s proposal to keep 
using its existing cost allocation method for 
the new Multi-Value lines and public policy 
projects would violate Order 890. Duke did 
not propose revising its default cost allocation, 
which means the Multi-Value projects would 
be recovered under the cost allocation policies 
in the tariff, satisfying Order 890’s require-
ments, the commission said.

The proposed CTPC process would also satisfy 
Order 890’s transparency principle because 
it would continue to disclose criteria, assump-
tions and data used in the planning process to 
interested stakeholders, FERC said.

Several parties opposed Duke’s proposal to 
recover the cost of the Multi-Value projects 
under its formula rate, but the commission 
determined it did not propose any changes to 
cost allocation at all, making that beyond the 
scope of the proceeding. Even if it was within 
the scope, FERC said it was not convinced it 
should depart from its own longstanding policy 
of rolling into transmission rates the cost of 
networked transmission facilities like the ones 
that would be planned under the CTPC.

FERC found concerns about the proportion-
ality of benefits of the Multi-Value lines to be 
speculative and said protesters failed to make 
their case that such lines would benefit gen-
eration developers by having interconnection 
costs covered in transmission planning.

“Even if Duke’s revisions were to result in 
identification of network upgrades through the 
transmission planning process that other-
wise would have been identified through the 
interconnection process, the cost of intercon-
nection process-identified network upgrades 
are ultimately credited back to interconnec-
tion customers at transmission customers’ 
expense,” FERC said.

Commissioner Mark Christie filed a concur-
rence to the order saying that if Duke refiles 
the proposal to address FERC’s concerns, the 
record would benefit from the views of the 
North Carolina Utilities Commission and the 
Public Service Commission of South Carolina.

“I believe the record would also benefit from 
information they could provide as to the 
authority of the NCUC and PSCSC to approve 
integrated resource plans that include local 
transmission construction plans, as well as 
their authority to approve or disapprove per-
mits to construct individual local transmission 
projects, such as through a certificate of public 
convenience and necessity process,” Christie 
said. 

| Duke Energy
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Can DOE Accelerate US Energy Transition as 2024 Election Looms?
IRA, IIJA Drive Strong Wave of Private Investment; Consumer Savings Yet to Come
By K Kaufmann

The folks at the U.S. Department of Energy 
don’t take too many days off.

The day after Christmas, the department re-
leased a Notice of Proposed Rulemaking on the en-
forcement of the energy-efficiency standards 
for manufactured housing that it released in 
May. Those final rules were met — as many 
of the energy-efficiency rules from the Biden 
administration are — with industry saying they 
will be too expensive and climate advocates 
saying they are not rigorous enough.

The NOPR looks to require the home devel-
opers to follow enforcement rules already in 
place from their professional organizations 
and the Department of Housing and Urban 
Development. Extra documentation may be 
mandated if potential violations of the regula-
tions are suspected or found.

Reviewing DOE’s record of action — both hits 
and misses — in 2023, the word that comes to 
mind is “relentless.” Energy Secretary Jennifer 
Granholm was ubiquitous, popping up at con-
ferences, research or manufacturing facilities 
and other events with exuberance at the latest 
DOE announcements. Department emails flew 
into reporters’ inboxes multiple times per day, 
with more NOPRs, requests for information or 
announcements of new funding opportunities 
or awards, all aimed at distributing the billions 
in clean energy funding from the Infrastruc-
ture Investment and Jobs Act and the Inflation 
Reduction Act.

Keeping up has been daunting but extremely 
important because Granholm and company 
have become the leading edge of President Joe 
Biden’s drive to decarbonize the U.S. power 
system by 2035 and zero out greenhouse gas 
emissions economywide by 2050.

The goal, as Under Secretary of Infrastruc-
ture David Crane often says, is a U.S. energy 
transition that is led by the private sector but 
enabled and accelerated by the government.

Crane and other officials at the department 
are laser focused on reshaping the U.S. energy 
landscape, and they know they may have only 
another year to score the early wins and build 
the momentum needed to make any potential 
Republican rollback unpopular and unlikely.

Clean Energy Manufacturing and Jobs
The most immediate and transformational 

effects of the IRA’s clean energy tax cred-
its have been through the ongoing wave of 
announcements of new clean energy manufac-
turing facilities, from solar and wind to energy 
storage and electric vehicles. In an end-of-the-
year press release, DOE noted it had invested 
$169 million to accelerate the manufacturing 
of electric heat pumps at 15 sites across the 
U.S. and another $390 million to build out 
wind, solar and EV supply chains.

The federal spending has prompted growing 
amounts of private investment. Tracking clean 
energy investments since the passage of the IRA 
in August 2022, the American Clean Power 
(ACP) Association reports that $408 billion 
of private sector investments have been 
announced in 113 new or expanded manu-
facturing facilities, creating close to 42,000 
manufacturing jobs.

Perhaps most significantly, the new invest-
ments and jobs are concentrated in the South-
east and Midwest, where Republican lawmak-
ers who opposed the IIJA and IRA now are 
welcoming the new manufacturing projects.

The Hubs
Red states also received a significant share of 
awards from the IIJA’s funding for hydrogen 
and direct air capture (DAC).

The law’s $7 billion for regional hydrogen 

hubs sparked fierce competition, with DOE 
selecting seven hubs to begin negotiations for 
their share of the money. As set out in the law, 
the seven hubs announced in October were re-
gionally and technologically diverse. Proposed 
hubs in California and Texas made the final cut, 
as did multistate collaborations in the Midwest 
(Illinois, Indiana and Michigan), the Mid- 
Atlantic (Delaware, New Jersey and Pennsyl-
vania) and the Pacific Northwest (Montana, 
Oregon and Washington).

The Appalachian hub in Ohio, Pennsylvania 
and West Virginia is intended to produce hy-
drogen using natural gas with carbon capture, 
and a “Heartland” hub in Minnesota and the 
Dakotas plans to use a mix of renewables, 
natural gas and nuclear.

DOE also committed another $1 billion from 
the IIJA to help build out solid market demand for 
the clean hydrogen the hubs will produce.

The department announced the first two DAC 
hubs that will be designed, in Granholm’s 
words, to “suck decades of old carbon pollution 
straight out of the sky” to be permanently 
stored underground or put to industrial or 
agricultural uses. 

The hubs in Texas and Louisiana will receive a 
total of $1.2 billion in IIJA dollars, and neither 
plan to use the captured carbon dioxide for 

Energy Secretary Jennifer Granholm announced the Affordable Homes Energy Shot in Chicago in October. | 
DOE
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enhanced oil recovery — that is, pumping CO

2
 

into low-producing wells to increase their out-
put. Two more hubs will be funded, but DOE 
has said it may wait on launching the second 
round to allow a wider range of DAC technolo-
gies and business models to be developed.

In another year-end announcement, EPA granted 
Louisiana primacy over the permitting of wells 
and CO

2
 sequestration projects.

Doubling down on DAC, DOE is investing $500 
million in IIJA funds to support the buildout of 
CO

2
 pipelines and launched a Responsible Carbon 

Management Initiative to “encourage … the high-
est levels of safety, environmental steward-
ship,  accountability, community engagement 
and societal benefits in carbon management 
projects.”

This initiative reflects the fine line DOE and 
the Biden administration are attempting 
to tread on DAC and clean hydrogen. DOE 
and others have framed these still-emerging 
technologies as critical to the administration’s 
climate goals, but environmental groups re-
main skeptical, seeing them as a hedge for the 
continued burning of fossil fuels.

Transmission
Like industry in general, DOE is aware that 
reaching Biden’s goal of decarbonizing the 
U.S. electric power system by 2035 will not be 

possible without a major expansion of both in-
tra- and interregional transmission and major 
changes in the way those lines are planned and 
financed.

In the department’s first foray into transmis-
sion finance, it announced in October that it 
would sign on as an anchor off-taker for three 
interstate transmission lines, with a capacity of 3.5 
GW. The total investment from the IIJA could 
be up to $1.3 billion. 

The projects again are geographically diverse 
— in the Southwest, Mountain West and New 
England — but all would bring renewable 
energy to areas with high demand and a need 
for system reliability and resilience.

According to DOE, the projects for the first 
round of funding from the IIJA’s Transmission 
Facilitation Program were chosen based on 
analysis in the 2023 Transmission Needs Study, re-
leased along with the funding announcement. 
The long-awaited study provided regional 
breakdowns of existing transmission and the 
intra- and interregional HVDC lines needed to 
ensure reliability and build up capacity for the 
power transfers across regions.

Interregional transmission also got a boost 
in DOE’s Grid Resilience and Innovation Partner-
ships (GRIP) program, which awarded $3.46 
billion from the IIJA to 58 projects across 
44 states. While most of the GRIP projects 

will be intrastate, the five transmission lines 
in MISO and SPP’s joint targeted interconnec-
tion queue (JTIQ) portfolio got $464 million, 
the largest of the 58 awards announced.

DOE’s final interregional transmission an-
nouncement of the year came Dec. 19, when 
the department’s Grid Deployment Office 
released final guidelines for the designation of 
National Interest Electric Transmission Cor-
ridors (NIETCs). The corridors are narrowly 
defined geographic areas where transmission 
is urgently needed to ensure power reliability 
and affordability.

Aimed at speeding up the often decadelong 
time frame for transmission planning and 
permitting, NIETC designation would have 
DOE provide funding for new lines in that area 
and FERC exercise its “backstop” permitting 
authority in the event a state denies a permit 
for a project or delays it for more than a year.

EV Chargers and Tax Credits
DOE also faced some substantial challenges 
in 2023, which may become more significant 
as Biden faces low approval ratings during his 
campaign for re-election. 

Specifically, promised consumer savings from 
the IRA’s tax credits and rebates for EVs and 
energy-efficient home upgrades have been 
slow to materialize. 

With $5 billion in IIJA funds, the National 
Electric Vehicle Infrastructure (NEVI) program 
was aimed at relieving consumer concerns 
about charging EVs by building out a national 
network of 500,000 DC fast chargers on U.S. 
highways. But almost two years on, the first 
federally funded charging stations only recent-
ly opened in Ohio and New York.

The IRA’s tax credits for EVs have been a 
continuing flashpoint for the administration, 
with Sen. Joe Manchin (D-W.Va.) repeatedly 
slamming the Treasury Department for its 
interpretation of the law’s domestic content 
provisions, which he considered too lax. More 
than 40 models qualified for either the full 
$7,500 tax credit or half in 2023, but under 
the latest regulations released in December, any 
EV with batteries or battery components made 
in China will not qualify for the credit, cutting 
down the list of qualifying vehicles to just under 
20 models.

The combination of range anxiety and fewer 
tax credits could put a further damper on 
automaker and consumer confidence in EVs. 
Sales, while still healthy, are not growing as 
fast as expected, and automakers have pulled 
back investments.

The American Clean Power Association is tracking 113 clean energy projects totaling $408 billion in private 
investment. | American Clean Power Association
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On the upside, 11 
states have joined 
California in adopting 
the Advanced Clean 
Cars II rule, according 
to the Atlas EV Hub. The 
rule requires that all 
or a major percentage 
of new passenger cars 
for sale in the states be 
zero-emission vehicles 
by 2035.

Appliance Wars
The IRA’s $8.5 billion 

for rebates for home energy-efficiency up-
grades have been another point of frustrated 
expectations. The money, for “whole-home” 
upgrades and rebates on individual appliances, 
has gone through a long rollout, with DOE issu-
ing guidelines for states to apply for their share 
of the money in August — a full year after the 
law was passed.

The application process for the states to get 
their allocation of the funds is complicat-
ed. The rebates are targeted specifically at 
low-income households, which means states 
have to ensure their own processes for income 
verification meet the federal requirements. 
Some states will have to hire staff to admin-
ister the programs, and the local contractors 
who will be installing the new appliances and 
other efficiency upgrades will need extensive 
training in the new technologies.

In other words, the money will not be reaching 
consumers and lowering their energy bills this 
winter. 

At the same time, DOE continues to update 
appliance and building energy-efficiency stan-
dards, as required by the Energy Conservation 
and Production Act.

As of Dec. 29, when DOE issued final efficien-
cy standards for residential refrigerators and 
freezers, the department released a total of 30 
proposed or final energy efficiency standards 
in 2023. The refrigerator standards have the 
support of industry groups, such as the Associ-
ation of Home Appliance Manufacturers, which said 
DOE had done a good job of balancing efficien-
cy improvements with consumer choice. 

But the department sparked a political 
firestorm in February when it released pro-
posed regulations for improving the efficiency 
of both electric and natural gas stoves, limiting 
the electricity or natural gas they could use 
per year. Republican and some Democratic 
lawmakers railed against the rule, saying it 
effectively would ban natural gas stoves. At 

congressional hearings on the matter, some 
lawmakers compared how long it might take 
to boil water on electric versus natural gas 
stoves.

The congressional outcries built on debates at 
the state level, where the banning of natural 
gas hookups in new construction has become 
a flashpoint between local and state govern-
ments across the country. At least 24 states 
have passed laws that prohibit such bans, 
according to S&P Global.

Responding to the criticism, DOE released a 
statement “addressing misinformation” on the 
proposed regulations, which, it said, would not 
ban gas stoves and noting that the proposed 
standards would not go into effect until 2027.

Election Year
Politicizing consumer choice has become an 
effective argument for Republicans, who have 
leveraged it to win support even among some 
Democrats. A Save Our Gas Stoves Act (H.R. 
1640), prohibiting DOE from enacting any en-
ergy efficiency standards on stoves, passed the 
House in June on a 249-181 vote but stalled 
out in the Senate.

That bill began life in the House Energy and 
Commerce Committee, led by Rep. Cathy Mc-
Morris Rodgers (R-Wash.), one of the fiercest 

critics of both DOE and 
the Biden administra-
tion’s energy policies. 
Speaking on the House 
floor in support of the 
bill, McMorris Rodgers 
called DOE’s proposed 
regulations a “back-
door” effort by the 
department and “radi-
cal environmentalists” 
to “control the home 
appliance market.”

On the Senate Energy 
and Natural Resources 

Committee, Sen. John Barrasso (R-Wyo.), the 
committee’s ranking member, has been equally 
vitriolic, railing against 
any perceived misstep 
by DOE. In one of the 
year’s confrontations, 
Barrasso criticized 
Jigar Shah, director 
of the Loan Programs 
Office, for participat-
ing in industry events, 
including dinners, spon-
sored by the Cleantech 
Leaders Roundtable 

(CLR), a group Shah started in 2017.

After Barrasso pushed him to stop attendance 
at CLR events, the notoriously quotable Shah 
defended his appearances at a wide range of 
industry conferences, saying, “I’m more acces-
sible than a ham sandwich.”

But while Republicans continued to snipe at 
DOE, Congress mostly declined to act on a 
critical component of the energy transition: 
streamlining and accelerating permitting for 
transmission and the 2,000 GW of solar, wind 
and storage sitting in interconnection queues 
across the country.

The permitting provisions in the debt ceiling 
deal — the Fiscal Responsibility Act of 2023 — 
set new limits on environmental reviews under 
the National Environmental Policy Act and 
requires the reviews to be conducted under a 
lead agency to avoid repetition of efforts. But 
the deal left other core issues unresolved, such 
as if and how litigation of review decisions 
should be curtailed from the current six-year 
window.  

Whether bipartisan solutions can be found 
in 2024 remains an open question. A key test 
may be the Building Integrated Grids With Inter-Re-
gional Energy Supply (BIG WIRES) Act, introduced  
in September by Sen. John Hickenlooper 
(D-Colo.) and Rep. Scott Peters (D-Calif.).

The bill would require FERC to ensure that 
RTOs and ISOs plan and build the interregional 
transmission that will allow them to transfer 
30% of their peak electrical loads to neighbor-
ing regions.

What is more likely is the upcoming presiden-
tial election will intensify Republican scrutiny 
of DOE, as well as accelerate the pace of the 
department’s efforts to distribute federal 
funds and issue regulations for a range of clean 
energy and energy efficiency initiatives. 

A wild card in the upcoming election is Man-
chin, who has announced his intention to retire 
from the Senate and has said he is open to a 
third-party run. Jennifer Franks, a political 
consultant, has formed a long-shot political action 
committee supporting a bipartisan ticket of Sen. 
Mitt Romney (R-Utah) and Manchin, according 
to a report in the Deseret News.

Granholm is typically undeterred — and deter-
mined. In a New Year’s Day post on X (formerly 
Twitter), she said, “We are charged up and 
ready for another job-creating, clean energy 
deploying and consumer-savings chapter of 
[Biden’s] Investing in America agenda.

“Buckle up because it’s going to be another 
historic year.” 

Sen. Joe Manchin 
(D-W.Va.) has been a 
constant critic of the 
Treasury Department’s 
guidelines for the IRA’s 
EV tax credits. | Senate 
ENR Committee

Rep. Cathy McMorris 
Rodgers (R-Wash.) 
chairs the House 
Energy and Commerce 
Committee. | House 
Energy and Commerce 
Committee

Jigar Shah, director of 
DOE’s Loan Program’s 
Office | Senate ENR 
Committee
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EPA and FERC Hear from Stakeholders on Reliability
By James Downing

Both EPA and FERC received comments Dec. 
20 on how reliability can be maintained under 
the former’s power plant rule that requires 
fossil fuel-fired units to curtail their emissions. 
(See New EPA Standards Designed to not Jeopardize 
Grid Reliability.)

EPA took comments on a supplemental request 
it issued in November seeking additional input 
on how to ensure reliability under its proposal. 
FERC took comments on its annual reliability 
technical conference, which featured testimo-
ny from EPA and others on the rule. (See FERC 
Dives into Reliability Implications of EPA’s Power Plant 
Rule.) 

The two leading Republicans on the agencies’ 
oversight committees, Sen. John Barrasso 
(R-Wyo.) of the Energy and Natural Resources 
Committee and Sen. Shelley Moore Capito 
(R-W.Va.) of the Environment and Public 
Works Committee, filed a letter that expressed 
their continued doubts about the power 
plant’s feasibility.

“We urge the EPA to rescind its Clean Power 
Plan 2.0 proposal and make affordability, 
reliability and the limits of its authorities under 
the Clean Air Act cornerstones of any future 
proposal,” the two senators said. “The more 
time that has passed since the proposal, the 
more issues with the Clean Power Plan 2.0 
have been uncovered. The proposal is beyond 
repair and must be withdrawn.”

The senators had also reached out to all four 
FERC commissioners for their thoughts on 
the rule and its impact on reliability, and those 
responses were filed with EPA. Both of the 
Democratic appointees indicated they are 
taking reliability seriously but did not bash the 
proposal like their Republican colleagues.

“The most significant threat to resource 
adequacy does not stem from a particular 
rule of any agency but rather from an energy 
system that was not built for the combination 
of challenges we face today, including extreme 
weather and a corresponding increase in 
unplanned outages, a changing resource mix, 
rising demand and more,” Commissioner Alli-
son Clements (D) said in her response.

Commissioner Mark Christie (R) repeated his 
assertion from his testimony before the Ener-
gy Committee this year that the country was 
headed for a reliability crisis. (See Senators Praise 
Phillips, FERC’s Output at Oversight Hearing.)

“It is clear that the wave of retirements of dis-
patchable [electric generating units], especially 
coal but also gas — which is already happening 
at an unsustainable pace — will be intensified 
if Rule 2.0 ever goes into effect,” Christie 
said. “Even the threat of the pending Rule 2.0 
is exacerbating the pace of retirements and 
having a chilling effect on the planning of new 
EGUs, because of its negative effect on the 
ability of existing dispatchable EGUs to obtain 
financing and its effect on state-level integrat-
ed resource plans.”

The Electric Power Supply Association’s mem-

bers own 150,000 MW of those EGUs; it told 
EPA it was disappointed the agency did not 
reach out to those generation owners whose 
units will be directly impacted by the rule.

EPSA argued the hurdles to a nationwide 
buildout of the infrastructure needed to imple-
ment the “best system of emissions reduction” 
proposed — carbon capture and storage, or 
hydrogen — make the rule infeasible. It said 
that would need to be tackled in any “permit-
ting reform” efforts.

“One need not look further for evidence of this 
view than recent announcements from two 

DTE’S Monroe coal-fired plant | DTE Energy
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carbon pipeline developers (Navigator CO2 
and Wolf Carbon Solutions U.S.) that they have 
canceled or temporarily withdrawn applica-
tions for major carbon pipeline investments 
citing the ‘unpredictable’ or ‘stringent’ nature 
of the regulatory process,” the trade group 
said.

On top of the need for additional infrastruc-
ture, retrofitting thousands of turbines will 
require a substantial supply chain of physical 
materials.

“The CCS/hydrogen industry will be built from 
scratch, requiring years to develop the supply 
chain for both the manufacturing of materi-
als and a transportation network to deliver 
them,” EPSA said. “Even if physical materials 
are available, a trained, skilled workforce with 
the requisite knowledge to successfully install 
these upgrades doesn’t exist.”

EPSA also seconded Christie’s concerns about 
being able to finance the needed upgrades, 
noting the Inflation Reduction Act’s 45Q tax 
credit for carbon capture requires construc-
tion to start by the end of 2032, years before 
several compliance deadlines proposed by 
EPA.

The Edison Electric Institute told FERC that 
its investor-owned utility members are already 
in the middle of a long-term transformation 
in how electricity is generated, and they are 
committed to continuing that as fast as they 
can, while keeping reliability and affordability 
“front and center.”

The sector’s emissions were already at 1984’s 
levels as of the end of 2022 because of the 
growth in renewables, efficiency and demand- 
side resources, and a significant portion of the 
coal-fired fleet has been replaced by green 

energy and natural gas. EEI agrees with the 
long-term clean energy vision embodied in 
EPA’s proposal.

“With respect to reliability and in the develop-
ment of such tools, EPA should be focused on 
compliance flexibility,” EEI said. “Compliance 
flexibility can help to limit the need for the use 
of any reliability mechanism, as well as the im-
pact of extreme reliability events, by providing 
states and units with additional regulatory 
pathways and tools for compliance.”

Key compliance flexibilities include using 
mass-based approaches, annual and multiyear 
averaging, allowing states to recognize how 
plants will be operated in the future and the 
emissions benefits of retiring exiting units 
through appropriate subcategories. EPA’s 
subcategories give grid planners, and others in 
charge of reliability, concrete information on 
when specific units are going to retire, allowing 
them to be replaced in an orderly fashion.

However, when reliability issues cannot be 
addressed with those tools, EPA needs to 
have a mechanism available so generators can 
stay in compliance with the rule and reliability 
standards. While the subcategories give an 
idea of when units will retire, whether their 
closure will lead to reliability risks will not be 
known until later on, and that could require an 
additional mechanism to preserve reliability, 
EEI said.

It argued that EPA needs a mechanism that 
would allow for units needed for resource 
adequacy to stay open — more urgent emer-
gencies can be covered under the Federal 
Power Act’s Section 202(c), which allows 
the Department of Energy to issue an order 
keeping plants running without being liable for 
violations of environmental regulations.

“The reliability challenges might require 
resources to increase their generation above 
forecasted levels or to delay a planned retire-
ment until other assets (including transmission 
assets) are brought into service,” EEI said. 
“These scenarios often are time limited but 
may extend beyond the 90-day window envi-
sioned by FPA 202(c).”

The Clean Air Task Force and Natural Re-
sources Defense Council filed joint comments, 
agreeing with EEI that the industry is already 
changing significantly under business-as-usual 
regardless of EPA’s rule.

“Existing trends away from the most pollut-
ing plants, reinforced by the IRA incentives, 
mean that the most stringent performance 
standards under this rule will apply to a small 
portion of the fleet,” they said. “Experience 
demonstrates that transitions to a cleaner grid 
can be achieved reliably.”

EPA’s proposal is only modestly incremental to 
those changes that are already baked in, and 
it is designed to accommodate reliability while 
cutting emissions, the groups said.

“It is imperative for EPA to issue standards 
as required by the Clean Air Act to protect 
public health and the environment, to secure 
and extend the emission reductions expected 
from current trends and incentives,” they said. 
“EPA has a long history of fulfilling its environ-
mental statutory mandate in the context of an 
evolving power sector without jeopardizing 
reliability. In fact, the extreme weather caused 
by climate change has been a major factor in 
many reliability events in recent years, in which 
fossil sources frequently proved to be the least 
effective at addressing shortfalls in electricity 
supply.” 

National/Federal news from our other channels

Biden Admin. Releases Proposed Rules for Hydrogen Tax Credits

US Storage Market Sees Strong Growth, Strong Headwinds

Floods Create Risk of ‘Climate Abandonment’ Across US

EPA Awards $965M in Grants from Clean School Bus Program

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

https://www.rtoinsider.com
https://www.rtoinsider.com
https://www.rtoinsider.com/67022-treasury-irs-nopr-clean-hydrogen-tax-credits/
https://www.rtoinsider.com/66894-woodmac-q3-energy-storage-market-report/
https://www.rtoinsider.com/66902-floods-create-risk-climate-abandonment/
https://www.rtoinsider.com/67817-epa-grants-clean-school-bus-program/


ª rtoinsider.com ª

RTO Insider: Your Eyes & Ears on the Organized Electric Markets January 9, 2024   ª Page  15

FERC/Federal News

FERC Picks ‘Balance Sheet Approach’ Exit Fee for Tri-State Members
By James Downing

FERC on Dec. 19 approved an exit fee for Tri-
State Generation & Transmission Association 
members, rejecting the cooperative’s pre-
ferred method in favor of a modified version 
that its own trial staff came up with during a 
hearing process (ER21-2818).

Tri-State is a generation and transmission co-
operative that provides wholesale power and 
transmission service to 45 members in Colo-
rado, Nebraska, New Mexico and Wyoming. Its 
members have to buy almost all their power 
from it, with the exception of 5% of their needs 
that is carved out for self-supply and commu-
nity solar.

The fact that members have to get most of 
their supply from Tri-State while the industry 
is shifting to more distributed and intermittent 
resources has driven some of its members to 
leave, said Guzman Energy Chief Commercial 
Officer Robin Lunt. Guzman is now providing 
wholesale services to two of Tri-State’s former 
members: Delta-Montrose Electric Asso-
ciation in Colorado and Kit Carson Electric 
Cooperative in New Mexico.

“I think that there was a combination of want-
ing more local control over generation mix and 
then the ability to build things in their commu-

nity,” Lunt said in an interview. “And then [the] 
increasing prices and price volatility that was 
coming from Tri-State; so co-ops were looking 
at alternative paths.”

The case goes back to 2021, when FERC 
issued a show-cause order requiring Tri-State 
to demonstrate its tariff was just and reason-
able without clear procedures for its members 
to withdraw by making a contract termination 
payment (CTP). (See FERC Accepts Tri-State’s Exit 
Fee Calculation.) 

Tri-State filed a proposal for a CTP based 
on the higher of a lost revenues approach 
(LRA) or a debt covenant obligations (DCO) 
approach. A FERC administrative law judge 
came to an initial decision in September 2022, 
rejecting Tri-State’s method and others crafted 
by its members in favor of the trial staff’s pro-
posal to base the exit fee on a “Balance Sheet 
Approach” (BSA).

The commission said that Tri-State had a 
chance to prove that its preferred LRA method 
with a floor based on the DCO was just and 
reasonable, even though the earlier hearing 
order signaled some concerns. However, Tri-
State failed to adequately respond to those 
concerns, FERC said.

Tri-State argued the CTP was meant to hold 

remaining members harmless from early 
contract terminations by paying them for lost 
revenue under any terminated deals.

“We decline to provide an overarching,  
industry-wide rule for what a generally appli-
cable tariff-based CTP must address,” FERC 
said. “The purpose of a CTP may vary depend-
ing on circumstances.”

FERC noted the D.C. Circuit Court of Appeals 
has said an exit charge “protects members of 
a cooperative against rate increases caused 
by the exit of a member, while also increasing 
membership commitment and stability” and 
covers the costs that a cooperative incurs 
“to provide full requirements service to the 
member.”

When it comes to Tri-State, FERC previously 
stated that the exit fee is meant to compen-
sate the association “for the costs that it has 
incurred or has an obligation to incur in the 
future to satisfy its service obligations” under 
its departing member’s contract.

“Tri-State invested in generation and trans-
mission facilities, and entered into [power 
purchase agreements], in order to serve the 
generation and transmission needs of its mem-
bers,” FERC said. “If a member withdraws, it is 
reasonable for Tri-State to recover the share 
of the debt and other obligations it incurred 
on that member’s behalf, in order to protect 
against cost shifts to other members.”

The exit fee should cover the debt and other 
obligations undertaken by Tri-State for the 
withdrawing member, but remaining members 
should not be held harmless for lost revenues 
that they would have received over the full 
term of the contract, FERC said. Paying for 
lost revenues would go beyond compensating 
Tri-State for actual costs and obligations it 
incurred to serve departing members.

Tri-State also argued that allowing members 
to leave early would undermine its cooperative 
business model, but FERC said that neither the 
wholesale contracts nor its bylaws entitle the 
association to benefits of scale.

An LRA could be valid for an exit fee, but FERC 
had issues specifically with what Tri-State 
proposed, finding that the association failed 
to show that revenues equal its costs over the 
short term. The LRA would also allow Tri-State 
to recover decades of revenues not yet earned 
from a department member — based on 
decades of projected costs that the association 
will never actually incur plus a margin.

Tri-State's headquarters in Westminster, Colo. | © RTO Insider LLC
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Because the DCO was linked to the LRA, the 
latter’s unreasonableness was enough for 
FERC to reject the former on its own. But 
FERC also would have rejected the DCO on 
the merits, it said, because it fails to consider 
key credits and adjustments, and it would 
recover transmission debt from withdrawing 
members who continue to take transmission 
service from Tri-State.

Members could also time their withdrawals 
to whenever Tri-State has low debt, or the 
association could manage its debt in a way that 
discourages withdrawals, FERC said.

FERC wound up deciding that the BSA — 
which was first proposed by United Power, a 
departing member, and then modified by its 
trial staff before being tweaked by the commis-
sion — was the best way to go. FERC has never 
used the approach for utilities pulling out of 
similar deals, but it has also never precluded 
using it.

“We believe that the situation here is not 
analogous to a withdrawal from long-term 
requirements contracts, because it involves 
additional complications, such as: accounting 
for a withdrawing member’s ownership inter-

est in Tri-State; the possibility of a withdraw-
ing member continuing to take transmission 
service from Tri-State; and a specific set of ob-
ligations under the [wholesale electric service 
contracts] and bylaws, among other factors,” 
the commission said.

FERC found that the BSA is unlikely to lead to 
higher rates for remaining members, noting 
that its ALJ said the DCO would have kept 
rates stable in the near term and the BSA 
is likely to lead to higher exit fees than that 
method.

Tri-State said Dec. 19 that it was reviewing 
the order, which includes actually analyzing 
the CTP methodology adopted and calculating 
the payments withdrawing utilities must pay. 
The association has to make a compliance filing 
within 30 days.

United Power is withdrawing effective May 
1, and its DCO was calculated at $736.4 
million, Tri-State said. Northwest Rural Public 
Power District is also withdrawing in May, 
while Mountain Parks Electric has submitted a 
notice to withdraw by Feb. 1, 2025.

Tri-State does own the transmission grid 

that serves some of its members, but others, 
including its members in Wyoming, are on oth-
ers’ transmission lines, so that could bring up 
issues that need to be clarified on rehearing, 
said Guzman’s Lunt. Some PPAs that Tri-State 
has could also be sold and then credited to 
departing members, which could also come up 
on rehearing.

While those issues could change the final 
amount, FERC’s order yesterday will give Unit-
ed Power and Northwest Rural more certainty 
about what they have to pay on their exit in 
May, with true-ups to follow, she said.

The issues in Tri-State are part of the same 
trend that is driving increased interest from 
corporate customers in their energy supply 
and even mass-market customers’ adoption 
of distributed solar and plug-in vehicles, Lunt 
said. Instead of building a large, central coal 
plant and building/procuring the transmission 
needed to get that supply to customers, now 
members want more control.

“There are efficient and cost-effective ways  
to have reliable power that’s more customer- 
focused rather than the big, coal-plant- 
focused,” Lunt said. 
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FERC Reconsidering Blanket Authorizations for Investment Companies
By Michael Brooks

FERC on Dec. 19 opened an inquiry into 
whether it should continue to grant blanket au-
thorizations for holding companies — particu-
larly large investment management companies 
— to purchase public electric utility securities 
(AD24-6).

Under Federal Power Act Section 203, compa-
nies must seek FERC approval for purchases of 
utility securities that are worth more than $10 
million. Under Order 669, issued in response to 
the Energy Policy Act of 2005, the commission 
grants companies three-year blanket autho-
rization to do so — rather than require them 
to return for each such purchase — subject to 
certain conditions, including that it cannot use 
that ownership to direct utilities’ management.

FERC said at the time its goal was to ensure 
the rules did “not impede day-to-day business 
transactions or stifle timely investment in 
transmission and generation infrastructure.”

In a Notice of Inquiry issued at its monthly 
open meeting, FERC is seeking comment on 
“whether, and if so how, the commission should 
revise that policy given the significant changes 
in the financial services sector in recent years 
and their investments in and effects on whole-
sale electric power markets.”

The notice asks commenters to respond to 17 
questions, with five devoted to large invest-
ment companies. “The three largest index fund 
investment companies currently vote over 
20% of the stock in the largest U.S. public com-
panies, a number that may soon rise to 40%,” 
the commission noted. “Some have argued 
that the size of these investment companies 
creates issues related to competition and gives 
the investment companies unique leverage 
over the utilities whose voting securities they 
control.”

“It simply is no longer a credible assertion that 
investment managers, like BlackRock, State 
Street Corp. and The Vanguard Group Inc., are 
always or should be assumed to be merely pas-
sive investors,” Commissioner Mark Christie 
said in a concurrence to the NOI. “These in-
vestment managers are often the three biggest 
investors in publicly traded companies across 
the U.S. economy, including the utility industry, 
and wield significant financial power by virtue 
of their investments.”

Christie and his colleagues indicated last year 
they were wary of granting blanket authoriza-
tions for the so-called “Big Three” investment 

companies he cited. Though they approved 
BlackRock’s reauthorization, he and Commis-
sioner Allison Clements called on the com-
mission to reconsider its regulations (EC16-
77-002). (See BlackRock Decision Unearths FERC 
Wariness of Investor Influence on Utilities.) Consumer 
advocacy group Public Citizen protested, argu-
ing it was impossible for BlackRock to remain 
passive, given its size.

This year, Vanguard’s request went into effect 
automatically after the commission split 2-2 
along party lines (EC19-57). (See Vanguard Wins 
Investment Extension in Split Decision at FERC.)

Christie and fellow Republican Commissioner 
James Danly cited competition concerns, while 
a group of Republican state attorneys general 
challenged Vanguard’s petition on the grounds 
the investment manager was seeking to pres-
sure utilities to adopt environmental, social 
and governance (ESG) investing policies. 

“I think it’s important to note that we’ve had 
a pretty broad call from a lot of stakehold-
ers — from members of Congress; from state 
attorneys general,” FERC Chair Willie Phillips 
told reporters at a press conference after the 
commission’s meeting. “What I agree with is 
that it’s time to revisit our authority regard-
ing these financial institutions, and how we 
address their blanket authority.”

Initial comments are due within 90 days of the 
NOI’s publication in the Federal Register, with 
reply comments due 30 days after that.

Along with questions regarding the size of 
companies seeking blanket authorizations, the 
commission also asks whether the current con-
ditions and restrictions it imposes are enough 
to ensure the companies lack control over the 

utilities, and whether there should be addi-
tional ones. “It has been argued that by holding 
voting securities in a large number of public 
utilities, investment companies are able to 
influence utility behavior in ways that are not 
captured by the commission’s current analysis 
of control,” FERC said.

“The subject that I think would be most helpful 
to the commission is for people to file com-
ments regarding what types of control should 
get the commission’s scrutiny,” Danly said 
during the meeting. “There’s good reason to 
believe that, in fact, this control question has 
not been perfectly adhered to, or at least not 
adhered to in the way that the commission 
would have thought of when we originally 
implemented this program.”

“Let us be clear — ‘ESG’ investor activity is 
simply a symptom of a larger, more pernicious 
threat that has always existed in the utility 
industry: improper investor influence and con-
trol over public utilities,” Christie wrote. “Large 
investors can and do force utilities to make de-
cisions that are contrary to their public service 
obligations to their retail customers.”

In an article published in the Energy Law Journal 
in November, authors Hugh Hilliard and 
Caileen Gamache found that FERC has denied 
blanket authorization only three times. “In 
each case, FERC denied approval because 
the applicants ‘failed to demonstrate that the 
proposed transaction will not have an adverse 
effect on rates,’” they wrote.

But to Hilliard and Gamache — retired senior 
counsel with O’Melveny & Myers, and a 
partner in the Projects Group of Norton Rose 
Fulbright, respectively — “this means the vast 
majority of proposed transactions are consis-
tent with the public interest.” 

“It would save a lot of time and resources if the 
rules more effectively resulted in applications 
for transactions that actually have potential to 
raise public interest concerns. This will facili-
tate ‘greater industry investment and market 
liquidity,’ which FERC has agreed ‘are import-
ant goals,’” they wrote, citing a supplemental 
policy statement to Order 669 the commission 
issued in 2007.

The authors also argued that this policy state-
ment, intended to clarify the order, “has been 
insufficient for determining whether each of 
the veto and consent rights ... in many equity 
investment documents are consistent with a 
finding that the investment is passive.” 

| Shutterstock
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Secretary Bose and Commissioner Danly Honored at Their Final FERC Meeting
By James Downing

FERC’s December meeting was the last open 
meeting for both its longtime Secretary Kim-
berly Bose and Commissioner James Danly, 
both of whom were honored for their service.

Danly came to FERC in 2017 ago and worked 
as its general counsel before being appointed 
commissioner and briefly was chair near the 
end of President Donald Trump’s term. Danly 
also served as a U.S. Army officer in Iraq, where 
he earned the Bronze Star and Purple Heart.

“Commissioner Danly, on behalf of staff and all 
the colleagues here, I have to say thank you for 
your service to FERC,” Chair Willie Phillips said 
at the meeting. “Thank you for your service 
to this nation. And thank you for significantly 
adding to the discourse here.”

Danly’s output of dissents and concurrences 
was prolific, and his colleagues noted those 
legal arguments would outlive his tenure at 
FERC.

Commissioner Allison Clements often was on 
the other side of the argument from Danly, but 
she held up the one joint dissent they agreed 
to in a waiver being sought by Michigan State 
University.

“I think that’s one thing that we do share, 
which is a commitment to the law — and how 
we both interpreted that might be different 
— but I think he and his team have worked 

very hard over the years to expound upon that 
philosophy on the law,” Clements said. “And, 
certainly, there’s an impressive volume of 
writing to keep us on our toes and that will last 
beyond your time here at the commission.”

Commissioner Mark Christie noted that 
before he came to FERC, he reached out to 
former members to get a sense of the job and 
he was warned to never get into an argument 
with Danly on legal issues because he always 
would win.

“I probably never spent as much time arguing 
with somebody that I actually fundamentally 
agreed with,” Christie said.

Christie called Danly an “American hero,” 
reminding the audience that recipients of the 
Purple Heart are injured in conflict.

Danly, in what he said likely was the “longest 
speech” he ever gave at an open meeting (as a 
commissioner, he kept his words written more 
often than not), thanked his staff who made 
the thousands of pages of dissents he filed 
possible.

“I will simply end with the observation that the 
commission does immensely important work,” 
Danly said. “We have a profound responsibility 
in overseeing the gas and utility systems of 
America. And it’s been an honor of a lifetime to 
serve these capacities and agency for which I 
have genuine affection.”

That work would grind to a halt without the 

Office of the Secretary, which handles the 
voluminous paperwork the regulatory agency 
produces and submittals it must process. Since 
Bose took the secretary job in March 2007, 
anyone who has spent time perusing FERC’s 
“e-library” has seen her name everywhere.

Danly said the Office of Secretary is the 
linchpin of FERC’s work, and actually puts out 
words on paper that people have to read in 
order to implement its rulings.

“Having a secretary who has the judgment that 
she has and the clarity of her office’s mission 
that Kim has had, and also, the fact that there 
is not a single person that’s ever encountered 
here that doesn’t think that she is acting with 
the best of goodwill and perfectly honorable 
intentions that is a reassurance that every 
commissioner has to have,” Danly said. “And 
‘O-Sec’ is an institution that is utterly reliable 
and unimpeachable and that is because of 
Secretary Bose.”

Bose has been at FERC for 37 years, starting 
off as a legal intern, and in that time has gotten 
pretty much every award the commission gives 
to its staffers, Phillips said at the open meeting. 
He gave her two more: a Career Service Award 
and the Chairman’s Medal.

Both Bose and Phillips attended Howard Uni-
versity School of Law, and he said she has had a 
major impact on its alumni and Black attorneys 
generally.

“What I appreciate about Secretary Bose is the 
example that she has set for members of the 
Howard University community, in particular 
attorneys of color throughout the energy bar,” 
Phillips said. “If you wrote to the commission, 
any type of application, any kind of filing, you 
directed that to Secretary Bose.”

That means every FERC lawyer knew her by 
name. Phillips added that she was a good men-
tor for him personally.

Clements called Bose an inspiration, noting 
that when she started at FERC decades ago 
there was nobody at the commission’s dais 
(where commissioners and senior staffers sit) 
who looked like her.

“Absolutely to your point, Commissioner 
Clements, when I came in as a legal intern … I 
never did think that someone would sit at this 
horseshoe that looked like me, and even more 
so I never thought that we would see a Black 
chairman of the commission,” Bose said. “So, I 
am so grateful that you are here, and I am so 
grateful that I was here to see that.” 

Commissioner James Danly gets a standing ovation at the open meeting. | FERC
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FERC Black Start Report Pushes Gas-electric Coordination
NERC, Texas RE Participated in Follow-up to 2021 Winter Storm Report
By Holden Mann

A study released Dec. 19 by FERC, NERC 
and the Texas Reliability Entity on black-start 
resource availability in Texas raises concerns 
about ERCOT’s dependence on natural gas 
to kick-start the grid during an emergency 
(AD24-5).

The study was launched in November 2022, fol-
lowing a recommendation by the commission 
and NERC’s joint inquiry into the winter storm 
that caused mass outages across Texas and 
the South Central U.S. in February 2021. (See 
FERC, NERC Release Final Texas Storm Report.) Staff 
focused on the availability of black-start and 
next-start resources and ERCOT’s procure-
ment of black-start resources for its system 
restoration plan, while also assessing regis-
tered entities’ black-start resource testing, 
fuel-switching tests, fuel delivery infrastruc-
ture and other activities.

A black-start resource is a generating unit and 
its associated equipment that can be started 
without external support from the electric 
grid, or that is designed to remain energized 
without connection to the broader system. The 
first generator in a cranking path to be ener-
gized using power from the black-start unit is 
called a next-start unit.

The report indicated that ERCOT has well- 
defined processes for securing enough black-
start resources to meet the needs of its resto-
ration plan. However, ERCOT’s heavy reliance 

on natural gas for black-start and next-start 
generation could create problems. Presenting 
the report at the commission’s open meeting 
Dec. 19, Chanel Chasanov, of FERC’s Office of 
the General Counsel, said the study highlight-
ed the “shared responsibility and need for the 
electric and natural gas industries to work 
together to plan for a blackout.”

Nine entities participated in the study, accord-
ing to the report. The team aimed to identify 
participants that:

• were subject to NERC reliability standard 
EOP-005-3 (System restoration from black-
start resources);

• were located within ERCOT and possess 
different types of black-start resources;

• had significant responsibilities during black-
start restoration;

• produced, processed and transported 
natural gas to black-start and next-start 
resources;

• have experienced natural gas curtailments; 
and

• have performed black-start resource testing 
under actual or anticipated conditions.

FERC, NERC and Texas RE staff reviewed 
documents provided by each participant and 
conducted on-site and virtual discussions to 
gain more information. After identifying best 
practices and opportunities for improvement 

among the entities, they produced several 
recommendations for addressing potential 
shortcomings.

The first set of recommendations applies 
to entities responsible for developing and 
implementing black-start restoration plans. 
Members of the study team advised entities 
to examine each black-start resource’s limits, 
including potential fuel issues and single points 
of failure.

Where possible, utilities should identify a 
wide range of options to incorporate into their 
plans, “beyond a reliance on traditional black-
start resources,” the study says. Alternate 
options could include electric bypasses, HVDC 
ties and nonfuel energy resources, such as 
inverter-based resources and batteries.

To mitigate the risk of natural gas pipeline fail-
ures during outage events, the team suggested 
that entities add off-site gas storage options 
to their restoration plans. Report authors also 
recommended that owners of dual-fuel- 
capable resources be required to test alter-
nate fuel options to verify they can perform 
when the primary fuel is unavailable.

Another group of recommendations was 
aimed at state regulators and other authorities 
with the ability to “facilitate and moderate 
engagement among the entities” involved in 
restoration. These stakeholders were advised 
to examine the potential impact of a blackout 
on the gas supply chain, which Texas RE Chief 
Engineer Mark Henry explained “could help 
the electric and natural gas industries better 
understand what action is required in a black-
out and which electric and … gas entities are 
vital for black-start system restoration.”

The team also suggested that state and other 
authorities consider raising the priority of gas 
supply and transportation to black-start and 
next-start resources, as part of a coordinated 
restoration plan “that incorporates the needs 
of both the electric and natural gas industries.”

FERC Chair Willie Phillips thanked the team 
for their work and urged stakeholders to read 
the report.

“These recommendations are important. It 
really gets to the heart of what we’ve been 
talking about all year, which is reliability and 
resilience, and I cannot underscore how im-
portant it is that everyone pay close attention 
to the work that you’ve done,” Phillips said. The winter storm of February 2021 in Austin, Texas | David Kitto, CC0 1.0 Universal, via Wikimedia Commons
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West Entered Pivotal Period for RTO Development in 2023
Competition Between EDAM, Markets+ Spurs Momentum for Organized Market
By Robert Mullin

Future historians of the U.S. electricity sector 
one day might conclude the development of 
an RTO (or RTOs) in the West hinged on two 
separate but interrelated events occurring 
July 14, 2023.

On that date, a group of utility commissioners 
from Arizona, California, New Mexico, Oregon 
and Washington issued a letter launching the 
West-wide Governance Pathways Initiative 
(WWGPI), an effort to build the framework for 
an independently governed RTO that could en-
compass the entire Western Interconnection, 
with the express aim of including CAISO.

Backers of the initiative also envisioned that 
the ISO, whose real-time Western Energy Im-
balance Market (WEIM) already covers about 
80% of the West’s electricity load, would be 
the RTO’s market service provider. (See Regula-
tors Propose New Independent Western RTO.)

A key objective of the proposal: to overcome 
the California grid operator’s historic inability 
to fully regionalize its operations because of 
objections to its governance structure, which 
is subject to oversight by California’s govern-
ment. 

But the initiative’s more immediate goal 

appeared to be supporting CAISO’s efforts to 
win participants for its Extended Day-Ahead 
Market (EDAM) as it faced increasing competi-
tion from SPP’s day-ahead offering, Markets+, 
which by late spring had become a serious 
challenger to EDAM, particularly in the Pacific 
Northwest. (See In Contest for the West, Markets+ 
Gathers Momentum — and Skeptics.)

‘Momentum’
The timing of the release of the WWGPI pro-
posal was curious because July 14 also marked 
the first of a series of stakeholder workshops 
hosted by the Bonneville Power Administra-
tion to determine which of the two day-ahead 
markets it would join. 

As the operator of 15,000 miles of transmis-
sion and nearly 17,500 MW of generating 
capacity in the Northwest, BPA’s decision will 
carry significant weight. And officials from the 
federal power marketing agency made clear 
during that first workshop at its Portland, Ore., 
headquarters that BPA’s day-ahead decision 
likely would set the course for future RTO 
membership.

For BPA, CAISO’s state-run governance has 
long been a hurdle for deepening the relation-
ship between the two entities. The federal 
statute governing BPA prohibits the agency 

from being subject to the oversight of a state. 

“One of the things we think about [regard-
ing] governance, market design etc. is which 
options create the opportunity to create more 
verticality, potentially going to an RTO or 
adding these functions as part of it, and which 
ones have had that sort of limitation,” Russ 
Mantifel, BPA’s director of market initiatives, 
told participants at the July 14 workshop.

Mantifel said the workshop process would be 
“open-ended” and that BPA had not decided 
on a market. The agency said it would issue 
a “policy direction” on a market in February 
or March of 2024, but some stakeholders in 
the region told RTO Insider they thought the 
agency already was leaning heavily toward 
Markets+. 

Among the factors favoring SPP, they said, 
were more favorable treatment for hydroelec-
tric generation in Markets+, a CAISO bias in 
favor of California load that restricts wheel-
throughs in the ISO during critical periods and 
the unresolved CAISO governance issue.

One staffer at a Northwest utility not autho-
rized to speak on behalf of their organization 
at the time commented on momentum that 
seemed to be building for SPP. “They may not 
beat WEIM to a day-ahead market, but they 
have more momentum for a Western RTO,” the 
staffer said. 

“I think if there was one word to describe the 
Markets+ zeitgeist, it’s ‘momentum,’” Scott 
Miller, executive director of the Western 
Power Trading Forum (WPTF), told RTO Insider 
in an interview in July.

“SPP is making a lot of progress,” he said. “Its 
stakeholder process has so charmed people 
that it’s added to that momentum.”

But some stakeholders weren’t so caught up in 
the zeitgeist.

“I can’t see how we can have two markets in 
the West, particularly with PacifiCorp going 
with EDAM — and possibly [Portland General 
Electric],” a representative of one environmen-
tal group told RTO Insider. They also pointed 
out that two competing markets would put “a 
big seam” in the West, echoing the concerns 
of other such groups that hope the geographic 
diversity of a single market would maximize 
the use of the region’s renewables and reduce 
curtailments.

Western utility commissioners discussed the West-Wide Governance Pathway Initiative at CAISO's EDAM 
Forum in Las Vegas on Aug. 30. From left: Stacey Crowley, CAISO; Milt Doumit, Washington UTC; Alice Reyn-
olds, California PUC; Letha Tawney, Oregon PUC; Kevin Thompson, Arizona Corporation Commission; Gabriel 
Aguilera, New Mexico PRC; Hayley Williamson, Nevada PUC. | © RTO Insider LLC
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‘General Positivity’
The heavy turnout at an August CAISO-hosted 
forum to celebrate the filing of the EDAM tariff 
with FERC signaled that the ISO was gather-
ing some momentum of its own. About 240 
electric industry stakeholders — including top 
utility executives — showed up at the event in 
Las Vegas, with an additional 300 attending 
online, according to the ISO. (See Forum Turnout, 
Tone Could Signal Growing Support for EDAM.)

The conference kicked off with the Balancing 
Authority of Northern California (BANC) 
announcing it would be the second entity 
to commit to joining the EDAM, after Pacifi-
Corp. With 5,000 MW of load, BANC is the 
third-largest balancing authority in California, 
and it functions as the system operator for the 
Sacramento Municipal Utility District (SMUD), 
Modesto Irrigation District (MID), Roseville 
Electric, Redding Electric Utility (REU), Trinity 
Public Utility District (TPUD) and City of Shas-
ta Lake. Its footprint also includes the Western 
Area Power Authority’s Sierra Nevada region 
transmission grid. (See BANC Moving to Join 
CAISO’s EDAM.)

BANC General Manager Jim Shetler said the 
organization’s decision really came down to 
geography, an assessment that could foreshad-
ow the decisions of other utilities. 

“I think the main driver for any market decision 
is what … your transmission capabilities [are] 
and who you’re interconnected with, and we 
have tremendous interconnection capability 
with the ISO through our footprint,” Shetler 
said. “And it just made sense for us when we 
did our evaluation, both from a cost standpoint 
[and a] potential benefits standpoint, that 
EDAM came out as a clear winner.”

WPTF’s Miller said he was impressed by what 
he saw at the EDAM forum.

“This really changes the calculus of my thinking 
around” Western markets development, Miller 
told RTO Insider immediately after the event 
concluded.

“It was the general positivity — even from 
CEOs whose folks are involved in Markets+ — 
that struck me as interesting,” he said.

Pathway to Independence
The Las Vegas forum also gave backers of the 
Pathways Initiative a platform to demonstrate 
the seriousness of the project and explain how 
quickly they intended to proceed with their 
mission. (See Backers of Independent Western RTO 
Seek to Move Quickly.)

“I think there’s a lot of work in front of us 

to make sure that stakeholders are widely 
engaged, that public power has a seat at the 
table, [and] that the [investor-owned utilities], 
the public interest organizations, the consum-
er advocates are all invited into that conversa-
tion and that it moves with all urgency,” Oregon 
Public Utility Commissioner Letha Tawney, a 
signatory of the July letter, said at the forum.

Another signatory, California Public Utili-
ties Commission President Alice Reynolds, 
made clear that the initiative was intended to 
remove CAISO governance from the equation 
and examine what an independent RTO “needs 
to look like.”

Supporters of the initiative hit the ground 
running shortly after the forum, but the effort 
still faces some fundamental challenges, fore-
most being how it will be funded in a way that 
alleviates concerns about its own indepen-
dence. In September, the Idaho Public Utilities 
Commission voted unanimously not to join 
the effort, saying the initiative “has been less 
than transparent concerning its creating and 
funding.” (See Idaho PUC Declines to Join Western 
RTO Governance Effort.) 

At a Nov. 17 public meeting of the WWGPI’s 
Launch Committee, Shetler, co-chair of the 
committee’s Administrative Work Group, ac-
knowledged the need for an “unbiased source 
of funding.” He said the group was pursuing 
$800,000 in grants through a Department of 
Energy Funding Opportunity Announcement 
(FOA) to support operations over two years. 
(See Western RTO Group Seeking $800K in DOE 
Funding.) 

“This funding is necessary for major Pathways 
support functions — development of informa-
tional materials; outreach to key stakehold-
ers; regular convenings through virtual and 
in-person gatherings; and facilitation to ensure 
meaningful participation by those who wish 
to engage,” the group said in a concept paper it 
submitted with its grant application. 

If awarded, the money would arrive by the 
middle of 2024 at the earliest, Shetler said.

During the November meeting, the Launch 
Committee also discussed the formation of 
“work groups” to tackle other issues related to 
creating an independent entity. One of those 
groups is charged with the complex matter of 
addressing legal questions associated with cre-
ating a market structure that integrates CAI-
SO, including minimum changes to California 
law needed to alter the ISO’s governance and 
operations. (See West-Wide Governance Pathway 
Group Digs into its Work.) 

“Our goal is to define a range of solutions 

— or pathway options — that are related to 
tariff management for the markets and other 
services [and] what the governance structure 
looks like for a potential new regional entity,” 
said Spencer Gray, executive director of the 
Northwest & Intermountain Power Producers 
Coalition (NIPPC) and co-chair of the Launch 
Committee’s Priority Functions and Scope 
Work Group.

The Launch Committee in December outlined 
five governance options for an independent 
Western RTO, stopping short of calling them 
proposals or recommendations and instead 
saying they should represent a starting point 
for discussions. The options sit between two 
“bookends,” ranging from one in which CAISO’s 
Board of Governors and WEIM’s Governing 
Body would continue to hold shared authority 
over market rules but eliminate the CAISO 
board’s veto rights to one in which a new 
“regional organization” would fully absorb the 
ISO’s staff and operate the market itself — with 
variations in between. (See Western RTO Initiative 
Outlines Governance Options.)

The Pathways Initiative also is working quickly 
achieve other key objectives for its governance 
early this year, including establishing a nom-
inating committee for a foundational board 
of directors in January, then identifying and 
seating board members in March.

Milestones Met
December saw CAISO and SPP both hit im-
portant milestones in their day-ahead market 
efforts.

CAISO’s was by far the most significant, with 
FERC approving nearly every portion of the 
EDAM tariff in a 181-page order issued Dec. 

Washington Commissioner Ann Rendahl (front), a 
member of the Markets+ State Committee, at the June 
SPP meeting in Portland. | © RTO Insider LLC
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21 (ER23-2686). The approval covered creation 
of a set of Day-Ahead Market Enhancements 
(DAME), market products intended to reduce 
load imbalances between the ISO’s day-ahead 
and real-time markets, as well as EDAM imple-
mentation measures. (See CAISO Wins (Nearly) 
Sweeping FERC Approval for EDAM.)

The only aspect of the filing rejected by FERC 
dealt with a temporary measure intended 
to compensate transmission operators for 
losses incurred during a BA’s transition into 
the EDAM, something CAISO considered 
“severable” from the rest of the proposal. Even 
so, the commission made clear the rejection 
was without prejudice and opened the door 
for CAISO to resubmit a revised version of the 
measure. 

SPP scored a success Dec. 7 when the stake-
holder-led Markets+ Executive Committee 
approved the market’s governance plan, an 
important step on the road to filing a tariff in 
February. But the approval was somewhat 
marred by a disagreement ahead of the vote 
over the voting structure of the “Indepen-
dents” sector. That left the plan passing with 
just 73% in favor in the face of “no” votes from 
independent power producers and environ-
mental and clean energy groups. (See SPP’s 
MPEC Approves Markets+ Governance Plan.)  

The Interim Markets+ Independent Panel 
(IMIP), which consists of three SPP inde-
pendent directors, stamped its approval on 
the governance plan during a call Dec. 19. 

(See IMIP Approves SPP Markets+ Governance Tariff 
Language.)

‘Extreme Pressure’
With the new year underway, Western 
stakeholders are closely following BPA as it 
approaches its decision point. At the agency’s 
most recent day-ahead markets workshop 
in November, BPA officials said they intend 
to stick to their original timeline of issuing a 
policy direction by the end of the first quarter. 
They also indicated there would be a shift in 
the content of that decision. In response to 
concerns expressed by some of BPA’s public 
power customers, the decision now is likely to 
deal with the agency’s statutory authority to 
join a day-ahead market, while also conveying 
a “leaning” on what market it is favoring at the 
time, Mantifel said during the workshop.

“I think it’s fair to expect that that policy 
direction will establish our authority to join a 
market and will establish the business case for 
pursuing a market,” Mantifel said.

During that meeting, BPA officials also 
suggested that the leaning could be subject 
to change based on further developments. 
Mantifel noted that any expected action after 
issuance of the leaning is “still up in the air.” 

“The processes for joining the markets them-
selves are still somewhat fluid, as opposed to 
EIM,” he said. 

BPA Senior Vice President of Power Services 

Suzanne Cooper acknowledged that some 
Northwest stakeholders want the agency to 
hold off on a final decision to evaluate more 
thoroughly the “cost advantages” of a sin-
gle market in the West. She said the agency 
will continue to monitor the progress of the 
Pathways Initiative, a process in which it is not 
directly participating.

“We have heard and definitely acknowledge 
the requests that we’ve heard for taking some 
more time for additional analysis and to allow 
the Pathways concept to develop,” Cooper 
said. “We’ve heard also from many entities, 
including within our public power customers, 
that desire for BPA to maintain our current 
timeline.”

One non-BPA participant in the stakeholder 
process told RTO Insider in December: “The 
subtext is we [BPA] are announcing our deci-
sion in Q1, but they are saying there’s room to 
move in phase 2 [of Markets+ development] in 
case something drastic happens.”

That participant also said BPA is under “ex-
treme pressure from many angles” to move 
quickly on a decision. They said the pressure 
is being applied both internally and externally 
— the latter referring to the agency’s public 
power customers, who are “dividing into two 
camps” over which market to join.

Whatever the specific outcomes, the momen-
tum toward a Western RTO — or two — will 
continue to build in 2024. 
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Western RTO Initiative Outlines Governance Options 
Five Potential Organizational Structures Discussed
By Ayla Burnett

Members of the West-Wide Governance Pathway 
Initiative working to establish a single Western 
RTO last week heard summaries of five potential 
options for creating a new governing body that 
could be independent of CAISO. 

Members of the initiative’s Launch Committee 
emphasized that the options are not formal 
proposals or recommendations, but rather 
should be used to further discussion. 

The group is seeking input on whether each 
option is independent, what the benefits and 
costs are, and whether it offers what California 
Community Choice Association’s Evelyn Kahl 
says could be the most important factor — eq-
uitable representation across the West.

“That’s been an issue to date and it’s certainly 
something we’re looking to solve,” said Kahl, 
CalCCA’s general counsel and director of 
policy, at the Dec. 15 meeting. 

The launch committee hopes to address a host 
of other questions in the consideration of each 
option, including if the proposed governance 
structure facilitates growth of market services, 
allows participants autonomy to choose from 

those services and allows balancing authority 
areas to maintain independence. 

Spencer Gray, executive director of the North-
west and Intermountain Power Producers Co-
alition, said the committee spent the last few 
months scoping out governance structures. 

Five Governance Options 
The five options offer varying degrees of 
independence from CAISO on a continuum 
between two “bookends”: the status quo and 
what it called “an abrupt full transition to an 
RTO.” 

The current rules, all under CAISO’s tariff, 
give the WEIM governing body shared voting 
authority with the CAISO board, but CAISO 
holds a limited veto, with the right to file pro-
posed market rules with FERC under Federal 
Power Act Section 205. 

“Option 0” would continue the CAISO board’s 
and WEIM Governing Body’s shared authority 
over market rules but eliminate CAISO’s veto 
rights, requiring the filing of both proposals if 
the ISO and WEIM differ. Other examples of 
such a dual filing mechanism include the “jump 
ball” provision between ISO-NE and the New 
England Power Pool, and 205 filing rights held 

by the Regional State Committee of SPP and 
the Organization of MISO States over trans-
mission cost allocation.

The four remaining options require the 
creation of a new corporate entity, referred 
to in the Initial Evaluation Framework as a regional 
organization (RO). 

Option one is “the least amount of change pos-
sible to incrementally increase the autonomy 
of the EIM Governing Body,” according to Gray. 
It would place governance explicitly under the 
structure of the new RO, which would have 
primary voting rights and shared filing rights 
with CAISO, meaning they could file competing 
proposals. 

Option two, although still under the CAISO 
tariff, gives the RO sole authority over market 
rules and eliminates CAISO’s filing and voting 
rights.

Option three starts to “pull apart the tariff,” 
according to Gray. In addition to having sole 
authority over market rules, voting and filing, 
the RO would establish its own tariff, while 
contracting with CAISO to operate its markets 
and services. CAISO also would maintain 
responsibility for balancing authority area op-

A comparison matrix of governance options from the Westside Governance Pathways Initiative presentation Dec. 15 | Westside Governance Pathways Initiative
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erations, transmission planning and generator 
interconnection procedures. Gray raised the 
concern that this model could require duplica-
tion of interrelated tariff provisions for the RO 
and CAISO. 

Under the final option, rather than contracting 
CAISO for services, the RO would absorb CAI-
SO staff and operate the markets and services 
itself. 

Gray said the committee rejected consider-
ation of the “abrupt RTO transition” bookend 
following the failure of legislative efforts to 
transform CAISO into a multistate RTO inde-
pendent of California. 

“We’ve tried to absorb more seriously the 
lessons of the recent legislative effort for 
an abrupt transition to a full RTO from the 
CAISO,” Gray said. “It doesn’t leave California 
and the CAISO balancing authority the kind of 
decision of whether to join the new regional 
organization that other balancing authorities 
outside of California … would be able to exer-
cise or enjoy. So, we’re trying to think through 

as a Launch Committee the options that we’ve 
scoped and if they preserve that option both 
within California and outside.” 

The committee is planning to hire legal counsel 
to provide advice on potential legal barriers 
associated with the options. Key questions 
include, “does the option we’re considering re-
quire California legislative action, and if it does, 
what’s the scope of the action?” said Kahl. But 
the first question they’ll consider is whether 
the options they’re considering are consistent 
with existing FERC orders and regulations. 

Stakeholder Feedback
There was wide approval of the overall process 
among stakeholders. 

“This is really giving us the best and clearest 
path to markets to maximize value to the rate-
payers,” said Conner Reiten, vice president of 
government affairs with PNGC Power. “We’re 
really encouraged by the quick pace that this is 
coming together … but I think what’s clear and 
what we’re finding is that there is a really new, 
really good opportunity for a single West-wide 

market to come into place.”

Marc Joseph, the Launch Committee’s labor 
representative, echoed Gray’s concerns about 
the bookend option. He said he opposed the 
legislative effort to transform CAISO into a 
regional organization because it would have 
resulted in exporting thousands of the jobs 
required to build new generation and trans-
mission outside of California. 

“We’re supporting the Pathways Initiative 
because the options that are under consider-
ation could create cost savings and increase 
reliability without exporting California jobs,” 
he said. 

California Public Utilities Commission Presi-
dent Alice Reynolds also showed support. 

“California is very engaged in this effort and 
thinking about the West-wide benefits for 
reliability and for customers,” she said. “I just 
wanted to emphasize how important that 
is to California and how interested we are 
in increasing cooperation among Western 
states.”
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Citing California Law, FERC Rejects PG&E Request for RTO Adder
By Ayla Burnett

FERC on Dec. 29 rejected Pacific Gas and 
Electric’s request for an adder to its transmis-
sion rates based on its participation in CAISO, 
finding that California law precludes the utility 
from leaving the ISO without the state’s per-
mission (ER24-96). 

The rejection was part of a broader decision in 
which the commission partly accepted PG&E’s 
proposed revised formula rate and transmis-
sion recovery requirement (TRR), while also 
subjecting them to settlement judge proce-
dures in light of protests from the utility’s 
transmission customers.

PG&E had proposed a base return on equity 
of 12.37%, which it said reflects its current 
financial situation and uncertainties and 
risks resulting from wildfires and California’s 
“inverse condemnation” law, which holds the 
state’s utilities responsible for damages caused 

by their equipment even in the absence of 
demonstrating negligence. 

The utility said the base ROE fell within a 
“zone of reasonableness” ranging from 8.02 to 
13.24% and contended that it deserved to be 
compensated at the higher end because of the 
risks it faces. On top of that, it also requested 
an adder of 50 basis points for participating in 
CAISO — for a total ROE of 12.87%.

Disputes around whether to allow Califor-
nia investor-owned utilities to recover an 
incentive for participating in the ISO have been 
ongoing. The commission in 2020 rejected 
the California Public Utilities Commission’s 
argument that PG&E was ineligible for the 
RTO adder — meant to incentivize utilities to 
join RTOs — because participation in CAISO 
was mandatory. FERC ruled that, based on 
California law, the utility’s participation in the 
ISO was voluntary and that it could unilaterally 
decide to leave. (See FERC Rejects RTO Incentive 

Adder Rehearing.)

But in September 2022, California amended 
its public utilities code to mandate that electric 
utilities join and remain members of CAISO, 
able to leave only with the CPUC’s approval. 

The utility argued that because “California 
law expressly provides PG&E an opportunity 
to withdraw, subject to CPUC approval,” ISO 
participation is not strictly mandatory.

“We are not persuaded by PG&E’s arguments 
that there is a disputed factual issue about 
whether PG&E’s ongoing participation in 
CAISO is voluntary and that the commission 
should therefore set this matter for hearing 
and settlement judge procedures,” FERC 
said. “We find that, by virtue of the recently 
enacted California statute, PG&E is required 
to participate in CAISO and cannot unilaterally 
withdraw from CAISO. As such, PG&E’s partic-
ipation in CAISO is no longer voluntary. Thus, 
we find that PG&E is no longer eligible for the 
RTO adder.”

FERC noted that the CPUC estimated the 
adder would have been worth $41.38 million 
annually.

Along with asking FERC to reject the RTO ad-
der, several stakeholders also protested other 
aspects of PG&E’s proposed formula rate and 
TRR, contending the utility relied on an “in-
appropriately selected” proxy group for ROE 
comparatives, included an “expected earnings” 
analysis that is not part of FERC’s existing 
methodology and drew incorrect conclusions 
about its own risk position. 

Among the complaints by protesters, two pow-
er agencies questioned PG&E’s accounting of 
its wildfire costs and the reasonableness of 
its proposed wildfire self-insurance program. 
Others contested the utility’s proposed 3.29% 
depreciation rate as being excessive, saying it 
was an unjustifiable increase from the present-
ly authorized rate of 2.86%.

Having rejected the RTO adder, the commis-
sion said its preliminary analysis indicated 
that other aspects of PG&E’s requested 
formula rate and TRR might not meet FERC’s 
just-and-reasonable standard.

“We find that PG&E’s filing raises issues of 
material fact that, to the extent not summarily 
disposed of here, cannot be resolved based 
on the record before us and that are more 
appropriately addressed in the hearing and 
settlement judge procedures,” the commission 
wrote. 

FERC recently rejected Pacific Gas and Electric's request for a transmission rate incentive for participating in 
CAISO. | © RTO Insider LLC
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Lights out for Avangrid’s PNM Acquisition
By Elaine Goodman

Avangrid has pulled the plug on its proposed 
$8.3 billion acquisition of PNM Resources, as 
final approval for the deal remains tied up at 
the New Mexico Supreme Court.

The court is considering the companies’ appeal 
of the New Mexico Public Regulation Commis-
sion’s decision in December 2021 to reject the 
acquisition. A green light from the PRC was the 
final regulatory approval needed.

While awaiting the court’s decision, the parties 
agreed several times to extend the deadline 
to complete the merger, including the most 
recent extension to Dec. 31. PNM was willing 
to extend the deadline an additional three 
months, but Avangrid said time was up.

“With the close of 2023, there is still no clear 
timing on the resolution of the court review 
of the New Mexico regulator’s denial of 
the merger nor any subsequent regulatory 
actions,” Avangrid said in a statement on Jan. 2. 
“Avangrid has terminated the merger agree-
ment because all final regulatory approvals 
were not received by Dec. 31, 2023.”

PNM CEO Pat Vincent-Collawn said the com-
pany was “greatly disappointed” in Avangrid’s 
decision.

“We had been looking forward to providing 
customers with the immediate benefits in our 
agreement and also the longer-term benefits 
of being part of a larger-scale entity with ties 
to global innovation and experience in the 
clean energy transition,” she said.

PNM Resources is the parent company of Pub-
lic Service Company of New Mexico, the state’s 
largest investor-owned public utility. The utili-
ty plans to transition its generation portfolio to 
100% carbon-free resources by 2040.

Avangrid said its decision doesn’t signal a loss 
of interest in New Mexico.

“We remain more than ever steadfast in our 
commitment to New Mexico in the develop-
ment of wind and solar renewables, helping 
explore options in the new hydrogen economy 
and delivering on the partnership with the Na-
vajo Nation to achieve its clean energy future,” 
Avangrid said in a statement.

Transaction Timeline
Avangrid and PNM announced their merger 
plans in 2020. The proposal was expected to 
bring more than $300 million in benefits to 

New Mexico, in the form of PNM customer 
rate credits, past-due bill forgiveness, low- 
income energy efficiency programs, new jobs, 
training programs and economic development 
funds.

But the PRC rejected the merger in December 
2021, saying “the potential harms resulting 
from the proposed transaction outweigh its 
benefits.” The commission’s chair at the time, 
Stephen Fischmann, said Avangrid’s “demon-
strated record of poor performance” in states 
such as Maine, Connecticut and New York 
could counteract any benefits PNM might see 
from the acquisition. (See NM Regulators Reject 
Avangrid-PNM Merger.)

The companies appealed the decision to the 
New Mexico Supreme Court the following 
month.

The merger seemed to be getting a fresh 
chance in 2023, when the PRC’s five elected 
commissioners were replaced with three com-

missioners appointed by the governor. (See 
New NM Commissioner Steps Down over Qualifica-
tions.)

The revamped PRC, along with Avangrid and 
PNM, asked the state Supreme Court in March 
to dismiss the previously filed appeal and send 
the matter back to the PRC for reconsider-
ation. In a May decision, the court declined to 
do so.

The court held oral arguments in September 
on the appeal but has yet to issue a decision.

In its statement, Avangrid said it would contin-
ue to focus on growth opportunities, including 
$5 billion in capital projects under multiyear 
rate plans in New York and Maine and $2 
billion in clean energy transmission projects in 
New York.

Avangrid is also a partner in Vineyard Wind 1, 
a utility-scale offshore wind project now under 
construction off the coast of Massachusetts.

PNM wind turbines in New Mexico. Avangrid has called off its proposed acquisition of PNM Resources, the 
parent company of PNM, New Mexico’s largest investor-owned utility. | Shutterstock
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CAISO Wins (Nearly) Sweeping FERC Approval for EDAM
Commission Rejects Only 1 Part of Western Day-ahead Market Proposal
By Robert Mullin

CAISO marked a key milestone in its West-
ern expansion efforts Dec. 20 after FERC 
approved nearly every aspect of its proposed 
Extended Day-Ahead Market (EDAM).

The commission’s 181-page ruling rejected 
only one provision in the extensive proposal: 
a temporary measure designed to ensure in-
terim compensation for any transmission pro-
viders that suffer financial losses during their 
transition into the new market (ER23-2686).

“CAISO’s proposal to improve the perfor-
mance of its existing day-ahead market with 
new products, and to offer balancing authority 

areas outside CAISO’s current footprint the 
opportunity to participate in and benefit from 
a new day-ahead market, will create significant 
savings for consumers in Western states,” 
FERC Chair Willie Phillips wrote in a concur-
ring opinion.

The ISO filed the EDAM proposal in August, 
not long after SPP began making significant 
inroads in the West with its own Markets+ 
day-ahead offering, setting the stage for a 
competition that could see the region divided 
into two different markets in the coming years. 
(See CAISO Files EDAM Proposal with FERC and 
Regulators Propose New Independent Western RTO.)

EDAM, an extension of CAISO’s real-time 
Western Energy Imbalance Market (WEIM), 

is the product of a nearly five-year initiative 
by the ISO and Western electricity sector 
stakeholders. The ISO paused the effort for a 
year after persistent heat waves in August and 
September 2020 caused rolling blackouts in 
California and strained grid conditions in the 
wider West. (See CAISO Promotes EDAM Effort in 
Forum.)

FERC’s relatively clean ruling signaled a solid 
endorsement of those efforts. 

“Yesterday, we accepted CAISO’s extended 
day-ahead market (EDAM) proposal and the 
accompanying improvements to its day-ahead 
market,” FERC Commissioner Allison Clements 
posted on X (formerly known as Twitter) on 
Dec. 21. “I am excited by the continued devel-
opments in the West and am happy to support 
today’s [sic] order.”

CAISO CEO Elliot Mainzer said in a statement 
that he was “deeply appreciative of FERC’s 
decision and grateful for all the hard work that 
got us to this important milestone. As we turn 
the corner into 2024, we are excited to keep 
our momentum on implementation and to 
immediately begin working with stakeholders 
to address the one area FERC has asked for 
additional information for its consideration.”

Andrew Campbell, chair of the WEIM’s Gov-
erning Body, hailed the approval as “a landmark 
moment for cooperation in the West.”

“EDAM builds on the success of the WEIM 
real-time market by allowing participants to 
lower costs, reduce environmental impacts 
and improve reliability during the critical 
day-ahead planning period,” Campbell said. 
“With this market, the West will also be more 
resilient to unexpected changes in weather 
and other grid conditions.”

DAME Products
CAISO’s proposal consisted of two broad 
sections: one outlining a set of Day-Ahead 
Market Enhancements (DAME) intended to 
better align day-ahead market outcomes with 
real-time conditions, and the other comprising 
measures needed to implement the EDAM 
itself.

The DAME provisions create two new prod-
ucts designed to reduce “load imbalances” 
between the day-ahead and real-time markets. 
Resources with awards for either product will 
have to provide economic energy bids for the 
full range of their awards.

CAISO headquarters in Folsom, Calif. | © RTO Insider LLC
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The first product category consists of “imbal-
ance reserves,” a “flexible reserve product” the 
ISO will procure “up” or “down” in the day-
ahead market to reduce uncertainty between 
the day-ahead and real-time net load fore-
casts and deal with real-time ramping needs 
not addressed by hourly day-ahead market 
schedules.

In approving the introduction of imbalance 
reserves, the commission said the product 
represents a “reasonable approach to help 
CAISO address new system needs brought on 
by the changing resource mix, such as large 
differences between CAISO’s day-ahead net 
load forecast and real-time system needs.” It 
said it was not persuaded by protests from 
NV Energy and the Western Power Trading 
Forum (WPTF) that imbalance reserves would 
be over-procured or “adversely affect the 
procurement of other ancillary services.”

The commission also set aside concerns by 
WPTF and others in agreeing with CAISO that 
imbalance reserves should be procured on a 
nodal — rather than zonal — basis to avoid the 
potential for the reserves to be undeliverable 
to transmission-constrained areas.

“Although the cost of procuring imbalance 
reserves nodally could be higher than if they 
were procured zonally, this does not render 
CAISO’s proposal to use nodal procurement 
unjust and unreasonable. Nodal procurement 
of imbalance reserves is intended to increase 
the probability that the capacity will be deliver-
able in real time,” FERC wrote.

The commission additionally approved 
CAISO’s proposed $55/MWh offer cap for 
imbalance reserves, saying it agreed with the 
ISO and its Department of Market Monitoring 
“that it is appropriate to impose market power 
mitigation on imbalance reserves offers to 
address market power concerns and ensure 
competitive market outcomes.”

The second new product category proposed 
under the DAME provisions is a “reliability 
capacity” product to be implemented into the 
ISO’s residual unit commitment process, a 
day-ahead process designed to ensure enough 
resources are committed to meet real-time 
needs. Under CAISO’s plan, reliability capacity 
will also be procured on an “up” or “down” 
basis “to meet positive or negative differences 
between cleared physical supply in [the ISO’s 
Integrated Forward Market] and the load 
forecast,” FERC explained.

“We find that the proposal will aid CAISO in 
reducing the need for out-of-market operator 
actions, thus improving the transparency of 
market prices,” the commission said in approv-

ing the product proposal, which elicited no 
protests.

Participation Model OK’d
FERC also largely approved the ISO’s partici-
pation model and implementation provisions 
for EDAM.

Just as with the WEIM, participation in the 
EDAM will occur at the balancing authority 
area level rather than at the level of individual 
utilities.

“Similar to participation in the WEIM, EDAM 
participation is voluntary, and an EDAM entity 
has flexibility in determining how much of its 
resource’s capacity it is willing to offer into the 
day-ahead market,” the commission wrote. “We 
agree with CAISO that WEIM entities (i.e., bal-
ancing authorities participating in the WEIM) 
are the appropriate participants in EDAM 
because in many cases, the EDAM entity will 
be the only or most significant transmission 
service provider in a BAA.”

The commission disagreed with the contention 
by Tri-State Generation and Transmission 
Association that roles within EDAM require 
further clarification.

“Although Tri-State argues that resources 
operating within an EDAM entity should not 
be forced to participate in EDAM, the commis-
sion’s obligation is to determine whether CAI-
SO’s proposal is just and reasonable, and not 
whether it is superior to alternatives. Further, 
to the extent Tri-State’s arguments criticize the 
WEIM participation framework, we find that 
such arguments are outside the scope of the 
EDAM proposal,” FERC wrote.

The commission also deflected Bonneville 
Power Administration’s request that FERC 
emphasize the need for CAISO to develop 
a strategy for addressing market-to-market 
seams and acknowledge that entities such as 
BPA may require special provisions in agree-
ment with the ISO with respect to EDAM 
and that such agreements should be required 
before the market can go live.

The commission said that request fell outside 
the scope of the proceeded and noted “that 
CAISO has agreed to work with Bonneville to 
revise the Coordinated Transmission Agree-
ment as necessary to facilitate Bonneville’s 
participation in EDAM.”

The commission also approved EDAM provi-
sions related to external resource participa-
tion; market design, market settlement and 
accounting, congestion and transfer revenue, 
market power mitigation, market monitoring, 
and governance. On the issue of governance, 

FERC dismissed concerns by BPA and Power-
ex regarding the lack of independence of the 
CAISO Board of Governors, the members of 
which are appointed by the governor of Cal-
ifornia. Powerex additionally contended that 
the ISO stakeholder process is biased in favor 
of California interests.

“We note that CAISO’s proposed EDAM gov-
ernance structure is consistent with the exist-
ing WEIM governance, which the commission 
previously concluded is just and reasonable,” 
FERC wrote.

Access Charge Denied
The only portion of the EDAM proposal 
rejected by FERC was a provision that would 
have allowed transmission owners to recover 
shortfalls in short-term or non-firm transmis-
sion revenues that they could attribute to the 
transition of their assets into the market.

CAISO proposed the “EDAM access charge” 
as a temporary measure to smooth adoption of 
the day-ahead market. It would have allowed 
TOs to recover three different components of 
lost transmission revenues:

• The difference between historical short-
term revenues that would have been earned 
without joining EDAM and the actual 
amount earned;

• Eligible network upgrade costs for projects 
that increase transfer capability between 
EDAM BAAs; and

• Revenue shortfalls stemming from EDAM 
wheel-throughs in excess of an EDAM TO’s 
net transfers, represented by imports and 
exports.

But in proposing the provision, CAISO also 
said the access charge was “severable” from 
the rest of the EDAM plan, arguing that 
rejection of the mechanism should not hinder 
passage of the broader proposal.

FERC rejected the access charge despite a 
lack of protests from stakeholders, finding 
that CAISO had failed to justify its reason 
behind the three components. In her post on X, 
Clements emphasized the rejection was made 
“without prejudice.”

“While yesterday’s order rejects CAISO’s pro-
posed EDAM access charge, it does so without 
prejudice to a future filing in which CAISO 
provides additional support for the proposal,” 
she wrote. “I encourage CAISO to work with its 
stakeholders to timely submit a new proposal 
with sufficient support for consideration by 
the commission.” 
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Western Transmission Initiatives Differ on Dealing with Cost Allocation
Forum Discussion Shows Specific Challenges to Paying for Interregional Lines
By Ayla Burnett

The backers of two separate initiatives to 
spur development of new transmission in the 
West are taking different approaches on when 
to deal with the issue of who should pay for 
projects.

The Western Transmission Expansion Coali-
tion (WTEC), launched by the Western Power 
Pool (WPP) and backed largely by the power 
sector, wants discussions about cost allocation 
to be put on the back burner while industry 
stakeholders first figure out what should be 
built.

But the Western States Transmission Initiative 
(WSTI), established by state regulators, thinks 
cost allocation must be addressed before seri-
ous planning can begin. (See In West, Proposals for 
Tx Planning Proliferate Faster than New Lines.)

WPP CEO Sarah Edmonds said WTEC efforts 
“aren’t touching cost allocation”; the subject is 
outside the intended scope of the effort, which 
is designed to expand the geographical scope 
of transmission planning to include all the 
West. “We aren’t part of a cost allocation fed-
eral tariff,” she noted during a Dec. 11 meeting 
of the CAISO Western Energy Imbalance 
Market’s Regional Issues Forum (RIF).

“Cost allocation is kind of one of those things 
that has really chilled conversation in the West 
around transmission planning. If we took that 
off the table for the WTEC effort, what might 
we find in terms of creative ideas?” Edmonds 
said.

While acknowledging the conundrum around 
the matter, Matthew Tisdale — executive 
director of decarbonization nonprofit Grid-
works, which is partnering with the Committee 
on Regional Electric Power Cooperation on the 
WSTI — sees a problem with that approach.

“I think that planning and cost allocation are 
sort of a chicken and an egg here,” Tisdale said 

CAISO staff presented transmission planning needs to the Western Energy Imbalance Network's Regional Issues Forum on Dec. 11. | CAISO
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at the RIF meeting. “It’s hard to do the planning 
without understanding what is going to be the 
approach to cost allocation, and it’s difficult to 
do the cost allocation without knowing what 
you’re planning for.”

Both initiatives have set the stage for con-
versations about who will incur the costs and 
reap the benefits of much needed transmission 
projects in the West.

A key goal of WSTI is to form a Transmission 
Working Group that would, among several 
tasks, advance the discussion on transmission 
cost allocation. The states, Tisdale said, will 
be leading the conversation and coordination 
around how the cost of interregional transmis-
sion could be allocated across state lines.

‘Taking the Bull by the Horns’
While Tisdale, Edmonds and CAISO officials at 
the meeting agreed that states should be the 
entities to determine cost allocation for trans-
mission projects, some stakeholders expressed 
concern about the challenges of that approach 
for allocating costs across state lines.

Matt Lecar, principal at Pacific Gas and 
Electric, highlighted complexities surrounding 
different regulatory requirements; for exam-

ple, California could agree on a cost allocation 
framework not matched by entities elsewhere 
in the region.

“I get that having the states buy in on a cost 
allocation framework brings down the risk 
barrier, but what’s going to convince me that 
the billion dollars or more that I spend on con-
structing and bringing online a project is going 
to lead to a successful cost recovery via a mix 
of jurisdictions that may or may not see eye-
to-eye on whether those costs were prudently 
incurred?” Lecar said.

“Discussions around ratepayer recovery of 
transmission facilities have been challenging 
under [FERC] Order 1000, and we need to 
have the cost allocation conversation,” said 
Danielle Osborn Mills, director of market pol-
icy development at CAISO. “In the meantime, 
we’re trying to think creatively around how 
we can have bilateral arrangements that lead 
to shared benefits across the region and also 
appropriately shared costs.”

Michele Beck, director of the Utah Office of 
Consumer Services, emphasized the need for 
greater coordination among consumer advo-
cates, regulators and transmission planners. 
She expressed concern that while the WSTI 
interviewed more than 40 stakeholders, con-

sumer advocates were not included.

Beck also noted that while the WSTI has 
signaled it will include public interest organi-
zations in a Western transmission conference 
it intends to host, consumer advocates were 
again left out.

“We’re very cautious about an emphasis on 
cost allocation and moving forward on that, 
especially when we may or may not be at the 
table,” Beck said. “In our view, sometimes that 
can be a euphemism for finding a way to get 
more people to pay for projects ... that might be 
desired only by a subset of the folks involved.”

While there was some disagreement on how 
costs should be allocated, energy officials 
seemed to agree upon the struggle to find a 
better option.

“The states leading on cost allocation is prob-
ably the worst forum for developing cost allo-
cation — except for all the other ones, because 
all the other ones haven’t worked for 20 years 
either, and so we want to see some leadership 
in the region,” Tisdale said. “We want to see 
somebody taking the bull by the horns and 
raising hard questions.”

A public webinar regarding the WTEC project 
is scheduled for Jan. 29. 
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Report Details CAISO Response to Partial Solar Eclipse
By Elaine Goodman

The partial solar eclipse of Oct. 14, 2023, 
knocked 4,500 MW of solar generation off the 
CAISO grid — about 1,000 MW more than the 
solar-power reduction seen during the August 
2017 total eclipse, according to a recent 
report.

The result was expected given the increase 
since 2017 in grid-scale solar, which account-
ed for 16,500 MW in 2023 compared with 
10,000 MW in 2017.

“The growth in solar generation since 2017 
exacerbated the eclipse’s effects,” CAISO said 
in the report, which details system and market 
performance during the Oct. 14 event.

The Oct. 14 eclipse lasted from about 8 a.m. 
to 11 a.m. in California, with a maximum 
impact around 9:30 a.m. As output from 
behind-the-meter rooftop solar dropped, load 
grew by 2,064 MW from 8:25 a.m. to 9:20 a.m., 
peaking at about 21,000 MW, the report said.

Similar to the response in August 2017, CAISO 
called on other resources to make up for the 
loss of solar generation on Oct. 14, including 
gas-fired plants, hydropower and imports. (See 
Grid Operators Manage Solar Eclipse.)

But the Oct. 14 response included a sizable 
contribution from storage resources, which 
supplied about 1,500 MW of capacity in 
real-time. Storage resources also boosted 
regulation capacity. 

“Battery storage resources, which have 

increased dramatically in the ISO in the past 
three years, played a role in offsetting the 
eclipse’s effects,” the report said.

Another difference between the 2017 and 
2023 eclipses is that participation in CAISO’s 
Western Energy Imbalance Market (WEIM) 
has grown, from four entities in addition to 
CAISO in August 2017 to more than 20 enti-
ties in 2023. WEIM participants have access to 
a greater diversity of energy supply.

“During the eclipse, the WEIM proved to be 
an effective mechanism to manage conditions 
throughout its Western footprint by determin-
ing optimal transfers in its areas when those 
transfers were needed most,” CAISO said in its 
report.

The CAISO grid remained stable during the 
eclipse, and system operations returned to 
normal soon after it was over. (See Eclipse Barely 
Dims CAISO Operations.)

Steep Ramp-up
During the partial, or annular, eclipse on Oct. 
14, the moon obscured the sun by 65% to 90% 
within WEIM territory. Because the eclipse 
was on a Saturday, load was lighter than it 
might have been on a weekday.

The total eclipse of Aug. 21, 2017, was on a 
Monday and lasted from about 9 a.m. to noon 
in California.

On the morning of Oct. 14, solar production 
reached 7,731 MW before the eclipse slashed 
it to 3,231 MW, a drop of 4,500 MW. During 
the August 2017 eclipse, solar generation fell 

by 3,547 MW, from 6,392 MW to 2,845 MW.

In a preeclipse technical bulletin issued in late 
August, CAISO expressed concern about the 
steep ramp-up of solar generation that was 
expected as the eclipse waned. (See CAISO Sheds 
Light on October Solar Eclipse Preparations.)

From 9:30 a.m. to 11 a.m. on Oct. 14, the 
average ramp-up was 71 MW per minute, 
compared to 8 MW per minute over the 
same time during a non-eclipse, full-sun day. 
Between 9:30 a.m. and 10:20 a.m., the post-
eclipse ramp-up was even steeper at 131 MW 
per minute.

Solar curtailment was negligible from 9 a.m. to 
10 a.m., then spiked between 10 a.m. and noon 
before returning to normal levels.

CAISO noted that parts of California were 
cloudy on the morning of Oct. 14, lessening 
eclipse impacts compared to modeling based 
on clear-sky conditions.

Extensive Preparation
In addition to its pre-eclipse technical bulletin 
and modeling of expected impacts, CAISO 
reached out to WEIM participants and other 
entities ahead of time.

According to the new report, other prepara-
tions included:

• Charging storage resources ahead of time; 

• Additional procurement of day-ahead com-
mitment capacity; 

• Additional procurement for regulation; and

• Tighter control bands to balance the system 
in real time.

CAISO increased its volume of exceptional 
dispatches in the hours before the eclipse to 
make sure battery resources had sufficient 
state of charge and that other generating 
resources were available to provide ramping 
capacity.

CAISO released the eclipse performance re-
port last month and discussed findings during 
a Dec. 14 market performance and planning 
forum.

Lessons learned from the Oct. 14 event can be 
applied to the next eclipse: a total solar eclipse 
on April 8, CAISO staff said during the forum.

The total eclipse path through the U.S. will ex-
tend from Texas to Maine, with fewer impacts 
expected on the West Coast. 

Graph shows CAISO solar production on the eclipse day of Oct. 14, 2023. | CAISO
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Vitol to Pay $2.3M for CAISO Market Manipulation 
Global Trader Sold Power at a Loss to Cut Congestion Revenue Rights Losses
By Ayla Burnett

FERC on Jan. 4 approved $2.3 million in pen-
alties against Vitol and one of its traders for 
manipulating CAISO’s market in 2013 to limit 
losses stemming from the energy and com-
modities company’s congestion revenue rights 
position (IN14-4).

Under the agreement negotiated by FERC’s 
Office of Enforcement (OE), Vitol will pay the 
U.S. Treasury Department $2,225,000. The 
trader, Federico Corteggiano, who helped  
CAISO develop its CRR software and had pre-
viously engaged in similar manipulation while 
at Deutsche Bank, was fined $75,000.  
Houston-based Vitol is part of a global com-
modities trading holding company based in 
Geneva, Switzerland. 

The proceeding began in early 2014 when OE 
initiated an investigation into Vitol’s October 
2013 trading activity in CAISO. 

FERC staff alleged that during a five-day 
period, Vitol sold physical power at a loss of 
about $4,500 in CAISO’s day-ahead market 
to eliminate CRR losses of up to $1.2 million, 
according to a 2019 show-cause order. (See 
FERC Proposes $6.8 Million Fine for CAISO Market 
Manipulation.) 

During the 2013 incident, Corteggiano pur-
chased CRRs on the Cragview node, where 
CAISO transfers power from the PacifiCorp- 
West balancing authority area in far Northern 
California. He discovered he could cut Vitol’s 
losses on export congestion on the partially 
derated Cascade intertie by importing physical 
power. 

“Corteggiano knew that he could likely 
eliminate the problematic export congestion 
for that week by importing physical power in 
the day-ahead market at Cragview,” the 2019 
report reads. “Working with other Vitol em-

ployees, Corteggiano arranged to buy [5 MW 
of] physical power in the Pacific Northwest and 
successfully offered it for import at Cragview. 
Vitol’s imports over the Cascade intertie 
achieved their intended purpose, preventing 
export congestion from occurring during the 
period of Vitol’s imports.”

FERC determined that, by allowing itself to 
lose money on the imports, Vitol was “able to 
eliminate the export congestion and there-
by avoid the far larger financial losses they 
otherwise would have incurred on the CRRs 
at Cragview.” FERC staff in 2019 recommend-
ed that Vitol pay $6 million and Corteggiano 
pay $800,000 in penalties, in addition to 

returning the $1.2 million in CRR savings. The 
proceeding then moved to a federal district 
court, where OE and the defendants engaged 
in negotiations and agreed to the terms of the 
Jan. 4 settlement. 

Vitol and Corteggiano “neither admit nor deny 
the alleged violation,” and the current agree-
ment settling the dispute orders the company 
to make payments within 10 days after the 
commission issued the order. 

According to OE’s FY 2023 report, FERC 
approved 12 settlement agreements total-
ing around $48.8 million, saying that market 
manipulation and fraud create losses that are 
ultimately shouldered by consumers. 

Investigators questioned why Vitol was seeking to import power into CAISO via Cragview when prices on the 
node far exceeded those on nearby nodes. | FERC
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ERCOT Faces State’s Insatiable Demand for Energy
Grid Operator Searches for Dispatchable Generation for Tightest Hours
By Tom Kleckner

ERCOT’s grid survived another hellish summer 
in 2023, setting a record for peak demand that 
was 6.6% higher than the mark set the year 
before, and which itself was 7.1% higher than 
the previous record, set in 2019.

It didn’t come easy.

The Texas grid operator issued 17 weather 
watches, voluntary conservation notices or 
conservation appeals during a summer in 
which it recorded 193 demand peaks that 
exceeded the 2022 mark of 80.15 GW. In 
August, it set its 10th and final record peak of 
the year at 85.46 GW.

On Sept. 6, ERCOT entered emergency con-
ditions for the first time since the disastrous 
and deadly February 2021 winter storm. It 
called a Level 2 EEA when a transmission limit 
restricting the flow of generation out of South 
Texas led to a voltage drop. (See ERCOT Voltage 
Drop Leads to EEA Level 2.)

The event occurred during the evening hours 
as the sun set, taking solar production with it. 
ERCOT’s growing reliance on solar power — it 
produces 12 to 13 GW on sunny days, with 
a high of 13.9 GW in December — to meet 
demand has shifted the tightest periods from 
the afternoon to the evening.

“The whole name of the game right now is how 
to manage that peak,” CPS Energy CEO Rudy 
Garza said during a November energy summit. 
“This was a tough summer, an unprecedented 
summer, and in spite of the however many 
events we had where things got tight, we never 
lost power. You’ve got to give ERCOT some 
credit.”

The grid operator has been operating under a 
conservative posture since the 2022 summer. 
It has been procuring huge quantities of ancil-
lary services to ensure it has enough operating 
reserves to account for intermittent solar and 
wind resources.

That has increased costs in the energy-only 
market. The newest ancillary product, ERCOT 
contingency reserve service (ECRS), will likely 
cost between $675 million and $750 million 
for 2023, despite not being deployed until 
June. ERCOT’s Independent Market Mon-
itor says ECRS has created artificial supply 
shortages that produced “massive” inefficient 
market costs totaling about $12.5 billion last 

year through Nov. 27.

The Monitor said it has had “encouraging” 
discussions with ERCOT over changes to its 
ancillary service methodology. The grid opera-
tor has also promised to re-evaluate ECRS and 
take it back to stakeholders in April or May. 
(See ERCOT Board of Directors Briefs: Dec. 19, 2023.)

In the meantime, demand for energy continues 
to increase, fueled by both economic growth 
and weather. Texas has the eighth-largest 
economy by GDP in the world ($2.36 trillion), 
and its lax regulatory environment and cheap 
labor have attracted much of that business.

That, in turn, has led to a staggering population 
increase. Texas led all 50 states in job creation 
over the past 12 months, adding more than 
391,000 jobs to a workforce that now num-
bers a record 15.16 million. The 2.9% growth 
rate is better than the national average, 1.9%.

After a year that saw the world’s hottest single 
day on record (July 6); hottest-ever month 
(July); hottest June, August, September, 
October and November; and almost assuredly 
hottest year, scientists expect 2024 to be even warm-
er. State climatologist John Nielsen-Gammon 
said Texas experienced some of its warmest months 
last year, with average temperatures in Decem-

ber about 4 to 5 degrees Fahrenheit above the 
average temperatures from 1991 to 2020.

Repeating a refrain heard often from the grid 
operator and state lawmakers since Winter 
Storm Uri, Dan Woodfin, ERCOT vice pres-
ident of system operations, said during a 
resource adequacy conference in September 
that the answer is more dispatchable genera-
tion.

“We need ... to cover those timeframes where 
our tightest timeframe isn’t even in the peak 
demand time of the day anymore,” Woodfin 
said. “We’ve got roughly 13 GW of solar online 
every day. It’s when the sun goes down, and so 
every day, it becomes an issue of whether the 
load is going to go down enough, and the wind 
comes up enough to make up for the solar 
going down. And it goes down really fast.”

Texas voters in November approved a proposi-
tion that creates the Texas Energy Fund, a $7.2 
billion low-interest loan program intended to 
develop up to 10 GW of natural gas plants. 
ERCOT’s regulatory overseer, the Texas Public 
Utility Commission, will manage the fund, a 
result of legislation passed last year. The PUC is 
staffing up and developing materials and pro-
cesses before it begins accepting applications 

Quick-starting gas plants will be instrumental in meeting demand in the near term. | Calpine
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in June. (See 2023 Elections Bring Billions for Texas 
Gas, Dem Wins in Virginia, NJ.)

The pump may have been primed. ERCOT staff 
told directors in December that generator 
interconnection requests for about 7.7 GW of 
gas-fired resources have entered the intercon-
nection queue.

“There’s promise to see that starting to provide 
an uptick,” said Kristi Hobbs, vice president of 
system planning and weatherization.

Entering the new year, GI requests received or 
under study for gas generation stood at 15.5 
GW. The vast majority (14.8 GW) were for 
quick-starting combustion turbine or com-
bined cycle units.

Still, those numbers are dwarfed by ener-
gy storage resources and renewables. The 
ERCOT queue has 127 GW of applications for 
battery interconnections, 145 GW of solar 
and 34 GW of wind. Construction costs have 
dropped for both wind and solar, according to 
the U.S. Energy Information Administration.

“Those are record numbers, and we are ready 
to help manage and facilitate those resources 
coming through the queue quickly,” ERCOT 
CEO Pablo Vegas said during the Decem-
ber board meeting. “We prioritize thermal 
dispatchable generation above intermittent 
resources. That is a directive that we have 
received, and we are able to process the 

dispatchable generators first as they come into 
the queue in order to prioritize their intercon-
nection process.”

ERCOT also considers batteries a dispatchable 
resource; it expects to add about 25 GW of 
battery power in 2024 and more than 40 GW in 
each of the next two years. Energy storage set 
a high when it produced 2,172 MW of power 
during the Sept. 6 event.

The PUC will resume a discussion this year 
that began in late 2023 regarding require-
ments for batteries participating in ECRS and 
non-spinning reserve. Commissioner Jimmy 

Glotfelty says it is “discriminatory” to set a 
one-hour state of charge for batteries when 
coal and gas plants aren’t required to maintain 
real-time state-of-fuel availability. (See Texas 
Public Utility Commission Briefs: Nov. 30, 2023.)

At the same time, ERCOT is tracking nearly 40 
GW of interconnection requests from large 
loads like bitcoin miners and data centers, both 
of which have popped up like mushrooms in 
recent years. These energy-intensive loads, 
like many industrial users in ERCOT, are 
compensated when they shut down during 
tight times. Riot Platforms raised eyebrows in 
August when it was awarded $31.7 million in energy 
credits — about $22 million more than the value 
of the bitcoin it “mined” that month.

Now, consumer advocates are asking why 
residential consumers can’t receive the same benefit for 
participating in demand response programs.

“I still believe, and the ERCOT market still 
believes, that there is a significant amount 
of demand response that potentially could 
be quantified and captured over time,” Vegas 
said in December. “I think that there’s an 
opportunity for us to work with the market 
and with the Public Utility Commission on 
defining those kinds of products that could be 
utilized throughout the year, not just during 
an extreme winter season, but to help with 
peak-shaving capabilities at any point through-
out the year. And so that’s something that 
we’re going to commit to do in 2024.” 

ERCOT CEO Pablo Vegas | © RTO Insider LLC
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ERCOT Board of Directors Briefs
Grid Operator, IMM Working to Collaborate on Ancillary Services’ Use
AUSTIN, Texas — ERCOT staff and Potomac 
Economics, the firm that serves as the grid 
operator’s Independent Market Monitor, set 
aside their differences this week and promised 
to work together to improve the ISO’s pro-
curement and deployment of ancillary services.

Potomac Economics President David Patton 
said the IMM’s staff has had “encouraging” 
discussions with ERCOT over changes to its 
ancillary service methodology. The ISO’s staff 
has also agreed to revisit its use of ERCOT 
contingency reserve service (ECRS), its first 
new ancillary service in 20 years, which was 
deployed in June.

“I felt like the board and ERCOT were pretty 
receptive to the message,” Patton said after 
the ISO’s Board of Directors meeting Dec. 19. 
“I feel like there was an acknowledgement by 
ERCOT that this is an issue worth studying and 
potentially making some changes to address it. 
Ultimately, my goal was to try to address this 
as quickly as we can so that these costs don’t 
accumulate.”

The IMM has said ERCOT’s use of ECRS has 
created artificial supply shortages that pro-
duced “massive” inefficient market costs total-
ing about $12.5 billion this year through Nov. 
27. (See “Members Support 2024’s Ancillary 
Services Methodology, Despite Costs,” ERCOT 
Technical Advisory Committee Briefs: Dec. 4, 2023.)

ECRS is economically dispatched within 
10 minutes of deployment, using capacity 
resources that can be sustained at a specified 
level for two consecutive hours to supplement 

ERCOT’s conservative operations posture, in 
which it sets aside ample reserves to address 
sudden energy drops.

Patton said that because ERCOT doesn’t 
co-optimize energy and ancillary services in 
real time like other grid operators, the ECRS 
megawatts are quarantined from the real-time 
market. He said the problem comes when 
ERCOT bought more 10-minute reserves 
this year than it did in 2022 in quantities that 
“dwarfed” those of other RTOs and ISOs, most 
of which are smaller than the Texas grid.

“We went to a whole other level in terms of 
buying 10-minute reserves,” Patton told the 
board’s Reliability and Markets (R&M) Com-
mittee. “At that same time that we’re buying 
those very high quantities, we quarantine them 
off from the real-time market so that it exposes 
the market dispatch to believing that it’s short 
when it’s not actually short.”

There were few questions for Patton during 
his presentation to the R&M and none in the 
board meeting that followed. The directors 
did approve ERCOT’s ancillary services method-
ology for 2024, including the commitment to 
reevaluate ECRS and meet with stakeholders 
by May.

Dan Woodfin, ERCOT vice president of system 
operations, said the high prices generally come 
when ERCOT is short of capacity. 

“It’s those days when we were really tight 
on capacity and we had to release ECRS just 
to have enough to have it available to serve 
energy. If we can release it earlier on those 
days, then that may help with the efficiency of 
the pricing outcomes,” he said. “We’ve agreed 
we’re going to look at that. You got to be care-
ful with that because there are people that are 
out there making investment decisions that 
are looking for regulatory certainty. I think this 
is one of those places that it’ll be really good 
to talk through that with the stakeholders to 
figure out what’s the right balance there.”

Texas Public Utility Commissioner Lori Cobos 
said the PUC has received a petition from 
retail providers to pass on ECRS costs in 
fixed-rate contracts and that legislation passed 
this year requires the commission to revisit 
ancillary services and their structure.

“There’s a recognition amongst the commis-
sion that, ultimately, the PUC needs to be 
involved in approving the ancillary service 
methodology [for 2025],” she said. “The 

re-evaluation that happens in April needs to 
be a true reevaluation, given all of these costs. 
ERCOT, PUC staff, IMM staff need to get 
together and look at some near-term perspec-
tives and long-term perspectives and how the 
ancillary service methodology can be more 
thoroughly and diligently vetted.”

In recent months, IMM’s then-Director Carrie 
Bivens raised the board’s hackles and received 
vigorous pushback for saying ECRS “likely” 
increased the real-time market energy costs by 
at least $8 billion. (See ERCOT Board, IMM Debate 
Ancillary Service Costs.)

After Bivens resigned from the IMM in No-
vember, the Monitor took another look at the 
ECRS analysis. Simulating energy cost increas-
es from higher online reserve procurements, 
the Monitor found prices in August were more 
than double what an efficient price would have 
been. Taking those prices and evaluating the 
total number of megawatts in the real-time 
market, that pricing phase had a value of $12.5 
billion.

“I think this is where the misunderstandings 
have come,” Patton said. “Some people believe 
that $12.5 billion is almost irrelevant and some 
people believe that $12.5 billion is sort of the 
market. It’s neither one of those. The most 
important price in this market is [the energy] 
price. This price is the one price that has to be 
right because this price drives everything else.”

When Patton first shared his presentation with 
the Technical Advisory Committee early in De-
cember, ERCOT called the numbers “absolute-
ly false” in a document posted to its website. 

“Electric consumers DID NOT pay $8 [billion] 
to $12 billion more for electricity in 2023 than 
they would have if ECRS were not purchased,” 
the grid operator said. “These types of hyper-
bolic declarations may be great for grabbing 
headlines or driving a particular narrative, but 
they do a grave disservice to Texans because 
they simply aren’t true.”

In his presentation Dec. 19, Patton said ERCOT’s 
response was “very disappointing.” He noted 
the IMM has always reported the numbers as 
wholesale market costs and that consumers 
are “partially protected” from those costs by 
suppliers’ hedges and contracts.

“Eventually, those hedges expire and then the 
future price that’s going to be paid and new 
bilateral contracts are all going to be based on 
expectations of what the spot price is going to 

David Patton relaxes after discussing ancillary ser-
vices with ERCOT’s board. | © RTO Insider LLC
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be” in the future, Patton said. He said forward 
prices for next July and August have risen 67% 
with ECRS’ deployment.

“That suggests that as some of those hedges 
expire and they get re-signed, they’re going 
to be re-signed at a much, much higher cost,” 
Patton said. “Right now, the expectation is 
we’re going to have high and volatile prices 
next summer and the summer after that.”

Cobos to Rejoin Board
Cobos will rejoin the ERCOT board as a non-
voting, ex officio member for 2024. She was 
a member of the pre-Winter Storm Uri board 
through her position as the Office of Public 
Utility Counsel’s CEO and public counsel.

A recent rule change gives the PUC two non-
voting seats on the board. Interim PUC Chair 
Kathleen Jackson also is a board member. 

Revised Budget Passes
The board approved the ERCOT budget and 
system administration fee for 2024/25 after 
both were recently trimmed by the PUC. 
The commission cut both original proposals, 
slicing a little over $31 million from the original 
biennial budget request and reducing the 
administration fee from 71 cents/MWh to 63 
cents/MWh, a 13.5% increase over the current 
admin fee of 55.5 cents/MWh. (See Texas PUC 
OKs Smaller Budget, Admin Fee Increases for ERCOT.)

The grid operator’s original budget request of 
$424.03 million and $426.99 million for 2024 
and 2025, respectively, was reduced to $405.7 
million and $414.3 million.

The commission reduced the admin fee to be in 
place for two years, rather than four, because 
of future uncertainty. It also directed ERCOT 
to meet certain performance measures and 
file quarterly progress reports on the devel-
opment of a reliability standard, dispatchable 
reliability reserve service and the performance 
credit mechanism, and the real-time co- 
optimization plus batteries project. The first 
report is due Sept. 1.

Bill Flores, chair of the Finance and Audit Com-
mittee, cautioned the board that ERCOT could 
revisit the admin fee for 2025 late next year. 
He said the budget relies on more interest 
income than any previous budget.

“Assumed interest income is not guaranteed, 
so while we’re comfortable that we have a 
locked-in budget and interest amount for 
2024, 2025 is still at risk,” Flores said. “Each 
1% change in interest rates ... is equivalent to 
a $20 million budget impact. If you had a 4% 
drop in interest rates back to close to zero, 

where we were in late 2020, then your interest 
income would show a reduction of somewhere 
between $80 [million and] $100 million, and 
each 1% drop affects the system admin fee by 
several cents.

“The new rate is 63 cents, which I think is a 
good outcome for ratepayers in Texas, but 
there is a risk to what can happen to that rate 
as soon as 2025, 2026 and 2027.”

The board also confirmed the Technical Advisory 
Committee’s membership for next year, as selected 
by its members. TAC will elect its chair and vice 
chair during its Jan. 24 meeting. South Texas 
Electric Cooperative’s Clif Lange is leaving the 
committee after four years as chair.

In other actions, the board approved:

• Two Tier 1 transmission projects previously 
cleared by TAC. (See “West Texas Projects 
Endorsed,” ERCOT Technical Advisory Committee 
Briefs: Dec. 4, 2023.)

• A real-time price correction stemming from an 
Oct. 22 security constrained economic dis-
patch error. (See ERCOT to Propose Price 
Correction,” ERCOT Technical Advisory Committee 
Briefs: Oct. 24, 2023.)

• Linebacker Power’s adjunct membership in 
ERCOT.

6 NPRRs Approved
The directors approved a nodal protocol revi-
sion request (NPRR1172) that passed despite 
opposition from the generator segment during 
the October TAC meeting. The NPRR, brought 
forward by consumer groups, removes the 
mitigated offer cap multipliers and creates a 
100% claw-back for reliability unit commit-
ments. 

The change is intended to encourage genera-
tion resources to self-commit.

The board also approved five other NPRRs and 
single changes to the nodal operating guide 
(NOGRR), planning guide (PGRR) and retail 

market guide (RMGRR):

• NPRR1181: Requires qualified scheduling en-
tities representing coal or lignite resources 
to submit to ERCOT a seasonal declaration 
of coal and lignite inventory levels and to 
notify the ISO when the inventories drop 
below target and critical-level protocols.

• NPRR1192: Incorporates the other binding 
document, “Requirements for Aggregate 
Load Resource Participation in the ERCOT 
Markets,” into the protocols.

• NPRR1196: Corrects and updates equations 
used to determine ancillary service (AS) 
failed quantity calculations for load resourc-
es other than controllable load resources 
(NCLRs) developed under NPRR1149. 
Changes include calculation updates to 
account for AS allowances and restrictions 
that NCLRs can and cannot carry simulta-
neously with ERCOT contingency reserve 
service’s (ECRS) implementation; specifying 
the snapshot components to be used for the 
“telemetered AS for the NCLRs as calculat-
ed” variable; and adding a nonzero check for 
the “telemetered ECRS responsibility for 
the resource as calculated” variable.

• NPRR1201: Reduces exposure from resettle-
ments and default uplift invoices for histor-
ical operating days by limiting resettlement 
timelines due to errors that are discovered, 
and a market notice is provided to the 
market within one year after the operating 
day. This limit does not apply to alternative 
dispute resolution resettlements, a pro-
cedure for return of settlement funds or a 
board-directed resettlement addressing 
unusual circumstances.

• NPRR1204: Implements the state-of-charge 
(SOC) concepts necessary for awareness, 
accounting and monitoring energy storage 
resources’ SOC within the RTC+B project.

• NOGRR257: Resolves a conflict in emergency 
response service event-reporting timelines 
between the operating guide and protocols 
by striking the guide’s 90-day event-report-
ing requirement.

• PGRR110: Removes a paragraph from 
the planning guide to accommodate the 
release of steady-state planning models in 
node-breaker format pursuant to a system 
change request.

• RMGRR176: Lays out the processes Lubbock 
Power & Light must use when it begins 
offering customers their choice of electric 
providers March 4. 

— Tom Kleckner

ERCOT's Board of Directors holds it January meeting. 
| © RTO Insider LLC
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Major Changes Ahead for ISO-NE in 2024
By Jon Lamson

ISO-NE enters 2024 with several major 
projects underway and is grappling with the 
sweeping changes and long-term uncertainty 
brought by the clean energy transition.

As the climate consequences of fossil fuel con-
sumption accelerate, the RTO is tasked with 
balancing the at-times-competing objectives 
of grid reliability and decarbonization, all while 
keeping costs affordable for ratepayers. The 
proliferation of weather-dependent renewable 
resources accompanied by load growth from 
electrification poses novel challenges to the 
region.

Short on time and room for error, the region 
faces hard questions about the role of fossil 
fuels on the grid: Does a proposal to add 
natural gas capacity to Massachusetts have 
any chance to proceed amid the state’s intent 
to chart a future beyond gas? Will ratepayers 
be tasked with propping up an old LNG import 
terminal with unclear grid reliability benefits? 
Will a mix of intermittent renewables and 
clean dispatchable resources be able to scale 
up in time to replace retiring power plants?

For the states, 2024 also will bring major off-
shore wind solicitations coordinated between 
Massachusetts, Rhode Island and Connecticut. 
The Massachusetts legislature likely will try to 
piece together another wide-ranging climate 
bill aimed at speeding up the state’s clean ener-
gy transition. 

Transmission will be another key area of work, 
as the Northeastern states look to increase 
collaboration to enable large-scale infrastruc-
ture investments.

As the clean energy transition heats up, there 
is no shortage of work left to do for New En-
gland’s policymakers, advocates, RTO officials 
and industry members.

Blowin’ in the Wind
Following a year characterized by high-profile 
offshore wind project cancellations, 2024 will 
be a crucial year offshore wind in the North-
east. 

The success of the region’s nascent offshore 
wind industry will have both climate and 
reliability ramifications: ISO-NE resource 
adequacy assessments indicate offshore wind 
will be an essential resource for preventing 
energy shortfalls in the coming years. (See ISO-
NE Study Highlights the Importance of OSW, Nuclear, 

Stored Fuel.) Offshore wind is also one of the key 
pieces of the states’ decarbonization ambitions 
— “an anchor for our state’s short-term and 
long-term success,” according to Massachusetts’ 
Gov. Maura Healey. 

While the first wave of projects in the North-
east are set to power up in 2024, experts have 
expressed concern that the recent project 
cancellations threaten the states’ 2030 clean 
energy goals and that the region’s next round 
of projects may not come online until the 
2030s because of the delays. (See Long-term 
Optimism Meets Short-term Concern at Offshore 
WINDPOWER 2023.)

To counteract the headwinds brought by 
high interest rates, inflation and supply chain 
constraints, Massachusetts, Rhode Island and 
Connecticut have agreed to coordinate their 
upcoming offshore wind solicitations to use 
their collective buying power. (See Mass., RI, 
Conn. Sign Coordination Agreement for OSW Procure-
ment.)

Bids are due Jan. 31. In the meantime, law-
makers will hold their breath hoping for an 
abundance of affordable proposals.

Eyes on the Capacity Market
Major changes to ISO-NE’s forward capacity 

market are on the horizon in 2024. In early No-
vember, ISO-NE filed to delay forward capacity 
auction (FCA) 19 by a year to complete its 
ongoing resource capacity accreditation (RCA) 
project and consider structural changes to the 
capacity auction’s design. (See NEPOOL Votes to 
Delay FCA 19.)

The RCA project is set to shake up how the ca-
pacity market values the contributions of var-
ious resource types and could have significant 
implications on the capacity revenues available 
to both fossil and renewable generators.

Prior to a delay in the RCA project caused by a 
software error last year, early results (subject 
to change) indicated the accreditation changes 
would boost offshore wind and energy effi-
ciency, while lowering the accreditation values 
of solar, storage and most fossil resources. 

Gas resources that lack firm fuel commitments 
are likely to take an accreditation hit, incentiv-
izing gas plants to firm up their fuel supplies 
through pipeline contracts or other supply 
arrangements. A similar phenomenon could 
occur for storage — short-duration batteries 
are likely to lose accreditation value, creating 
incentives for the development of longer- 
duration batteries. The RCA updates also  
likely will create an incentive for oil-burning 

ISO-NE CEO Gordon van Welie (right) and board member Steve Corneli respond to community questions. |  
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resources to increase their on-site storage 
capabilities to improve their accreditation. 

Grid officials and stakeholders also will spend 
a significant portion of the upcoming year 
considering whether to change the capacity 
market design from a forward-annual market 
to a prompt-seasonal market. 

While auctions currently are held more than 
three years prior to their yearlong capacity 
commitment period (CCP), the prompt- 
seasonal format under consideration would 
cut the period between the auction and the 
CCP to just a few months, while breaking up 
the CCP into distinct seasons. (See Analysis 
Group Recommends Prompt, Seasonal Capacity Market 
for ISO-NE.)

A draft report by Analysis Group recently rec-
ommended ISO-NE make the changes for FCA 
19, saying a prompt-seasonal market would 

better prepare the region for the evolving re-
source and risk profile. ISO-NE plans to make 
its own recommendation in early 2024, after 
which stakeholder and grid officers would 
have to hammer out the specifics of the new 
capacity market.

Fossil Fuel Infrastructure, New and Old
The new year likely will bring some clarity to 
the ongoing saga of the Everett LNG import 
terminal, which has an uncertain future with 
the impending retirement of its main customer, 
the Mystic Generating Station, in the spring of 
2024.

In November, FERC Chair Willie Phillips and 
NERC CEO Jim Robb issued a joint statement 
detailing their concerns about the reliability of 
the region’s gas and electric systems if Everett 
follows Mystic into retirement. (See FERC, NERC 

Leaders Voice Concern About Loss of Everett Marine 
Terminal.) 

Evidence presented at a gas-electric reliability 
forum held in Maine in June demonstrated 
the importance of Everett to the gas system, 
Phillips and Robb said. (See NE Stakeholders 
Debate Future of Everett at FERC Winter Gas-Elec Fo-
rum.) While ISO-NE’s winter reliability studies 
indicate the facility is not necessary to ensure 
the reliability of the grid in the coming decade, 
this conclusion may prove unfounded if the 
study assumptions around new resources and 
load growth are incorrect, they added.

At the same time, some ratepayer advocates 
(most vocally New Hampshire Consumer Ad-
vocate Don Kreis) argue the costs of Everett 
should not be forced on electric ratepayers 
with no evidence the facility provides any cost 
or reliability benefits to the grid.

The Mystic Generating Station | Constellation
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Constellation Energy — owner of the Everett 
and Mystic facilities — has engaged in negoti-
ations with Massachusetts gas utilities about 
keeping the facility open, but the talks have yet 
to produce an agreement, despite a Constel-
lation representative’s testimony at the June 
meeting that “we’re just running out of time.” 

Other aging fossil resources could face retire-
ment in the coming years. In New Hampshire, 
the last remaining coal plant in New England 
submitted a dynamic delist bid and did not get 
a capacity supply obligation in FCA 17, which 
corresponds to the 2026-27 CCP. 

The Merrimack Station, which has a capacity 
of 482 MW, has failed to complete a series of 
emissions tests over the past year, potential-
ly indicating an additional air pollution risk 
for nearby residents and giving additional 
ammunition for climate activists calling for its 
immediate closure. 

If the plant cannot fulfill its capacity obligation 
when called upon, it would face steep financial 
charges from ISO-NE. 

Despite fossil retirements and increasing clean 
energy generation, the door is not closed on 
new fossil fuel infrastructure in New England. 
Enbridge is pursuing a project to significantly 
expand the capacity of its Algonquin pipeline 
into Massachusetts, and the company solicited 
requests for firm gas contracts this fall. (See En-
bridge Announces Project to Increase Northeast Pipeline 
Capacity.)

In this open season request, Enbridge cited the 
grid’s continued reliance on natural gas, while 
noting that gas generators contract for only 
a small fraction of the gas needed to operate 
at full capacity. The pipeline company said the 
lack of firm gas contracts drives higher energy 
prices and hurts grid reliability during winter 
gas constrained periods. 

The company’s case for more firm gas con-
tracts could be bolstered by new resource 
accreditation rules that provide additional 
incentives for these contracts.

At the same time, the project is sure to face 

difficult climate and political headwinds. Mas-
sachusetts has strict sector-specific decar-
bonization targets, including a 70% reduction 
in power sector emissions by 2030 relative 
to 1990 levels. Furthermore, Gov. Healey has 
positioned herself as a climate champion, and 
climate and environmental justice activists 
have vowed to fight any gas expansion into the 
state.

Clean Energy Transmission 
ISO-NE and the New England states are set 
to continue their work establishing a new 
long-term transmission planning process to 
facilitate the development and cost sharing 
of large-scale projects. The proposal would 
enable the states to direct ISO-NE to issue a 
request for proposals to address issues raised 
in longer-term studies.

Once ISO-NE has selected a solution, the 
states can choose to proceed with the project, 
either under a default regionalized cost alloca-
tion methodology or with an alternate meth-
odology. The process is intended to enable a 
more proactive planning process that accounts 
for expected load growth and impending trans-
mission constraints.

To advance interregional transmission, the six 
New England states, along with New York and 
New Jersey, launched a collaboration effort in 
June focused on enabling the interconnection 
of offshore wind. The announcement cited a pair 
of recent U.S. Department of Energy studies 
that demonstrated the need for new transmis-
sion capacity between the Northeast and 
Mid-Atlantic regions.

Meanwhile, ISO-NE, in coordination with 
NYISO and PJM, is contemplating whether to 
increase its single source contingency limit. 
The limit, which is set at 1,200 MW, applies 
to “all possible contingencies,” including new 
transmission infrastructure and generators, 
and is intended to prevent any outage from 
having an outsized impact on the system. 

ISO-NE, NYISO and PJM are pursuing an in-
terregional study looking into the justification 

of the current limit and potential upgrades, 
operational changes and associated costs 
associated with increasing the limit to 2,000 
MW. Increasing the limit could enable larger 
interregional transmission lines and potentially 
facilitate the development of larger offshore 
wind projects.

But Wait, There’s More
Since helping elect a group of climate activists 
to lead ISO-NE’s Consumer Liaison Group 
at the end of 2022, members of grassroots 
climate and environmental justice groups have 
pushed the RTO to increase transparency and 
public engagement within its decision-making  
processes, board meetings and NEPOOL 
proceedings. (See Climate Activists Take Over Small 
Piece of ISO-NE.)

And 2024 could bring an increased focus 
on environmental justice at the RTO. At the 
request of five of the New England states, ISO-
NE has agreed to include an environmental 
justice position in its 2024 budget. Activists 
have called on ISO-NE to hire someone with 
experience working closely with vulnerable 
communities.

ISO-NE and stakeholders also face a significant 
amount of work associated with FERC Order 
2023 compliance, which is intended to reduce 
resource interconnection backlogs. To comply 
with the rule, the RTO is redrawing a large por-
tion of its interconnection process. (See ISO-NE 
Details Order 2023 Tariff Changes.)

In Massachusetts, lawmakers are aiming to 
construct another omnibus climate bill building 
on major legislation passed in 2021 and 2022. A 
wide-ranging climate bill could have broad im-
plications for climate and energy policy across 
the region. (See Checking in on Clean Energy at the 
Mass. Legislature.)

Topics the legislature has considered include 
the expansion of the state’s municipal gas 
infrastructure ban, the elimination of compet-
itive residential electric suppliers in the state, 
and reforms to the state’s permitting and siting 
processes for clean energy. 
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ISO-NE Details Order 2023 Tariff Changes
By Jon Lamson

WESTBOROUGH, Mass. — ISO-NE outlined 
key components of tariff changes it plans to 
make to comply with Order 2023 at the Dec. 
21 Transmission Committee (TC) meeting, 
including cluster timelines and storage study 
assumptions.

Al McBride, director of transmission services 
and resource qualification, outlined the RTO’s 
proposed timeline for the cluster process, 
which would span 582 days before the initia-
tion of a subsequent cluster. This is longer than 
the process proposed by FERC due to a 270-
day cluster study period, 120 days longer than 
FERC’s proposal. To help reduce the total time-
line, ISO-NE has cut the cluster restudy period 

to 90 days compared to its initial proposal of 
150 days. (See ISO-NE Details Proposed Order 2023 
Compliance.)

McBride said the RTO will allow letters of 
credit for the commercial readiness deposits, 
in response to a stakeholder request at the 
November TC meeting. ISO-NE is proposing a 
$5 million commercial readiness deposit for 
large generators seeking to enter the transi-
tional cluster study, and a smaller fee for small 
generators. 

Customers with a valid interconnection 
request as of May 1, 2024, will be able to pro-
ceed with a transition study or withdraw from 
the interconnection queue without penalties.

ISO-NE is also proposing to incorporate its 
existing cluster enabling transmission upgrade 

(CETU) process into the new interconnec-
tion procedures. ISO-NE can initiate CETUs 
for state resource procurements that seek 
interconnection in similar locations, as well as 
for withdrawn interconnection requests in the 
same part of the New England Control Area.

For ongoing affected system operator stud-
ies, which look at the effects of distributed 
generation projects on grid reliability, ISO-NE 
is proposing to allow transmission owners 
to continue studies if they are on track to be 
completed within 90 days of the start of the 
transitional cluster study. 

McBride also outlined ISO-NE’s proposal for 
studying storage resources, which differs from 

ISO-NE proposed cluster study timeline | ISO-NE
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the approach taken by Order 2023. The order 
would let interconnection customers choose 
the maximum system load at which batteries 
will be studied, while requiring control technol-
ogies to prevent batteries from charging when 
load exceeds these limits.

ISO-NE is proposing an approach that would 
avoid the need for control technologies, 
instead relying on energy market bidding to 
determine which batteries can charge. During 
the study process, the RTO is proposing to 
study batteries at an 18,000-MW “shoulder” 
net system load.

NEPOOL will turn its focus to stakeholder 
amendments to the RTO’s Order 2023 compli-
ance proposal at its Jan. 4 meeting.

Longer-Term Transmission Planning
Brent Oberlin of ISO-NE introduced tariff 
changes associated with the second phase of 
ISO-NE’s Longer-Term Transmission Plan-
ning project. The project is aimed at enabling 
forward-looking transmission projects that 
can prepare the region for the load growth 
and changing resource profile associated with 
the clean energy transition. (See ISO-NE Updates 
Longer-Term Tx Planning Proposal.)

The new process will allow ISO-NE to issue a 
request for proposals (RFP) at the direction of 
the New England States Committee on Elec-
tricity (NESCOE) to address reliability needs 
identified in longer-term transmission studies. 

To be selected in the RFP, bids will first be 
evaluated on whether they solve the identified 
reliability needs. ISO-NE will then consider a 
quantification of a project’s benefits relative 
to its total costs. The quantified benefits of a 
project must outweigh its costs over a 20-year 
period for the project to be eligible for selec-
tion, Oberlin said. 

Once these thresholds are met, the cost- 
benefit ratio will be one of the aspects consid-
ered by ISO-NE when selecting the preferred 
solution, along with factors like operability and 
expansion capability. 

Oberlin noted that NESCOE can cancel the 
project at any time throughout the process. 
This could introduce uncertainty for trans-
mission developers, as the process would be 
contingent on the states agreeing on a cost 
allocation method.

David Burnham of Eversource said that some 
longer-term reliability concerns should be ex-
empted from the RFP process and assigned to 
incumbent transmission owners. He said that 

an “overreliance on competitive RFPs” could 
incentivize greenfield projects over upgrades 
of existing infrastructure, reduce flexibility in 
the solutions selected and “increase risk of 
duplicative transmission investment,” such as 
overlap between the longer-term process and 
asset condition projects.

The proposed exemptions would be focused on 
“needs that can be addressed cost-effectively 
by upgrades to existing facilities or by maximiz-
ing use of existing properties/[rights of way].”

In Eversource’s proposal, ISO-NE could 
identify exemptions for “qualifying low-impact 
projects.” This definition would extend to 
upgrades or replacements of aging equipment, 
new infrastructure sited largely on existing 
rights of way and the deployment of grid- 
enhancing technologies.

ISO-NE initially floated the possibility that 
some reliability projects could be assigned to 
incumbent transmission owners but said at the 
November TC meeting that it would abandon 
this aspect of the proposal. The RTO said it 
received mixed feedback from stakeholders 
on assigning needs to incumbents and was 
concerned the development of these RFP ex-
emptions would delay the overall longer-term 
transmission planning effort. 

FERC Approves ISO-NE’s One-Year Delay of FCA 19
By Jon Lamson

FERC has approved ISO-NE’s proposal to de-
lay Forward Capacity Auction (FCA) 19 by one 
year, pushing the auction to February 2026 
(ER24-339). The auction is for the capacity 
commitment period (CCP) that runs from June 
2028 through May 2029.

Further changes could be on the horizon for 
FCA 19. ISO-NE has initiated the delay to 
update how it accredits the capacity value 
of different resources, as well as to consider 
structural changes to the capacity auction’s 
timing.

The RTO and its stakeholders are contemplat-
ing whether to change the capacity market 
from a forward-annual auction format to a 
prompt-seasonal format. While the current 
forward auction is held more than three years 

before the CCP, a prompt auction would be 
held just months prior to the CCP. A seasonal 
format would break up the yearlong CCP into 
distinct seasons with separately procured 
capacity.

In December, Analysis Group recommended 

that ISO-NE move to a prompt and seasonal 
auction for FCA 19, saying it would help the 
region cope with the rapidly changing influx 
of clean energy resources. (See Analysis Group 
Recommends Prompt, Seasonal Capacity Market 
for ISO-NE.) If ISO-NE ultimately moves to a 
prompt market for FCA 19, this could delay 
the auction to early 2028. 

FERC found ISO-NE’s proposal of a one-year 
delay to be just and reasonable, noting that 
“the requested delay will allow ISO-NE the 
time necessary to develop a revised capacity 
accreditation methodology, in addition to fur-
ther potential changes to the [forward capacity 
market] design.”

The filing was not opposed by any stakeholder 
groups, and was supported by the New En-
gland Power Generators Association, First-
Light Power and a coalition of public power 
entities. 

ISO-NE headquarters in Holyoke, Mass. | ISO-NE
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Stakeholders Propose Amendments to ISO-NE Order 2023 Compliance
By Jon Lamson

Clean energy companies and trade groups 
proposed a series of amendments to ISO-
NE’s proposed Order 2023 compliance at the 
NEPOOL Transmission Committee meeting 
Jan. 4, as the RTO and its stakeholders scram-
ble to reach a consensus prior to the scheduled 
TC vote in February.

The compliance filing is set to bring sweeping 
interconnection changes as ISO-NE switches 
from a first-come, first-served queue to a 
process in which interconnection requests are 
studied simultaneously in large clusters. 

ISO-NE discussed the initial details of its 
compliance over several TC meetings through-
out the fall and presented the detailed tariff 
changes of its compliance proposal to the TC 
in December. (See ISO-NE Details Order 2023 Tariff 
Changes.) 

The RTO has proposed several deviations 
from the specific approach detailed in FERC’s 
Order, including a 270-day cluster study time-
line, compared to FERC’s 150-day timeline. 
Advanced Energy United, a clean energy trade 
group, called for ISO-NE to stick to FERC’s 
timeline. 

Alex Lawton of United said a significant ex-
tension of the study timeline could undermine 
the order’s goal of reducing interconnection 
delays and could cause future uncertainty if 
FERC ultimately rejects this request. 

“Recognizing there are challenges and 
constraints in conducting cluster studies, we 
are concerned the filing will be rejected and 
interconnection study timelines will not be 
significantly improved without a 150 days re-
quirement,” Lawton said. “Submitting the 270 
days proposal therefore introduces significant 
regulatory risk.”

For the initial transitional cluster study pro-
cess, the clean energy association RENEW 
Northeast proposed to add a customer engage-
ment window within the existing time frame. 
While later clusters will have a customer 
engagement window at the beginning of the 
process for questions and feedback between 
interconnection customers and the RTO, ISO-
NE’s current proposal does not include this 
opportunity in the initial cluster study. 

“Without sufficient information about poten-
tial members of the transitional cluster or the 
ability to ask the ISO or interconnection trans-
mission owners questions about a proposed  

interconnection, customers are asked to de-
cide whether to enter the transitional cluster 
with incomplete information,” said Abby Krich 
on behalf of RENEW. 

United, with the support of New Leaf Ener-
gy, also proposed to reduce the transitional 
cluster’s large generator commercial readiness 
deposits (CRDs) from $5 million to $2.25 mil-
lion. CRDs are intended to prevent speculative 
projects from entering the cluster.

ISO-NE has smaller average project sizes 
compared to RTOs like PJM and MISO, Law-
ton said, adding that the $5 million deposit 
“disproportionately impacts commercially 
ready smaller projects that may be comparably 
mature.”

Lawton called the $5 million CRD “far less 
appropriate for ISO-NE, which has smaller 
projects and relatively less of a queue backlog.”

Meanwhile, Glenvale Solar advocated for 
reduced CRDs that are scaled to project size 
for the cluster studies that follow the initial 
transitional cluster.

“It is especially critical to manage costs for 
smaller generators (including smaller LGIRs) 
to ensure project development costs are as 
rational as possible” said Aidan Foley of Glen-
vale. “This will ensure the maximum number of 
generators reach the market.”

Foley said keeping deposits as low as possible 
“will maintain relative competitiveness with 
other RTOs where ICs parent companies are 
active. This will ensure that project sponsors 
find New England a compelling geography to 
direct investments to.”

Glenvale also proposed a reduction in deposits 
for projects that do not increase the genera-
tion capacity at a given site, such as repower-
ing or adding batteries to a site.

Regarding withdrawal penalties in the tran-
sitional cluster, Glenvale is supporting New 
Leaf’s proposal to calculate the penalties based 

on costs incurred only during the transitional 
cluster, instead of based on a project’s total 
study costs since the project entered the 
queue. 

Alex Chaplin of New Leaf said ISO-NE’s 
current proposal would unfairly increase 
withdrawal penalties for projects that already 
have included study costs associated with 
incomplete interconnection studies prior to 
the transitional cluster. 

“This leads to similarly situated projects being 
subject to significantly different withdrawal 
penalties,” Chaplin said.

Meanwhile, RENEW proposed to exempt 
interconnection customers from withdrawal 
penalties if their decision to enter the cluster 
study was based on incorrect or misleading 
information provided at the beginning of the 
process.  

“When this happens today, the interconnec-
tion customer must deal with the variety of 
consequences, but is not charged a withdrawal 
penalty,” RENEW wrote in a December memo. 
“With the introduction of a withdrawal penalty, 
it is appropriate to create an exception for this 
to protect everyone in the process.”

RENEW also proposed several amendments 
related to the distinctions between resources 
that request energy-only interconnection 
and resources that request both capacity and 
energy interconnection service. The trade 
group said interconnection customers should 
have the option to “downgrade” their request 
to energy-only interconnection based on study 
results. 

Without this option, “the ISO proposal would 
prevent otherwise-viable energy-only projects 
from moving forward to commercial operation 
on a timely basis, result in additional withdraw-
als, reallocation of costs and further withdraw-
als,” Krich told the TC.

RENEW also proposed that ISO-NE differ-
entiate between energy and capacity costs 
incurred in cluster studies. Grouping these 
costs together would burden energy-only 
interconnection customers with “a portion of 
the cost of identifying incremental upgrades 
required for the [capacity network resource 
interconnection service] requests, from which 
they do not benefit in any way,” RENEW wrote 
in the memo. 

The TC will meet again Jan. 23 as it prepares 
for a vote on the compliance proposal in Feb-
ruary. 

| Shutterstock
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ISO-NE PAC Briefs
By Jon Lamson

Increased electrification and reliance on solar 
and wind resources will make electricity supply 
and demand more weather-dependent, result-
ing in more variable winter peak loads on the 
New England grid, Benjamin Wilson of ISO-NE 
told the RTO’s Planning Advisory Committee 
(PAC) on Dec. 12.

Analyzing the results of the Economic Planning 
for the Clean Energy Transition (EPCET) pilot 
study, ISO-NE anticipates the range between 
maximum and minimum peak load weather 
years will reach 14 GW by 2045, a significant 

increase compared to the 4-GW range expect-
ed for 2025.

This gap could require a large subset of dis-
patchable resources that run only in high-end 
cases, Wilson told the PAC.

“The region may end up paying for a pool of re-
sources which are only needed once every few 
years,” Wilson said. “Uncertainty surrounding 
how often dispatchable resources will actually 
be needed may lead to a need for higher capac-
ity payments.” 

Wilson noted that even with the continued 
penetration of wind and solar, dispatchable 
generators still will need to cover about 90% of 

the expected peak load, underlying the impor-
tance of ensuring adequate revenue sources 
for dispatchable resources. 

The EPCET study also compared two future 
policy scenarios focused on resource compen-
sation. One scenario focused on the continued 
use of power purchase agreements (PPAs) 
similar to state procurements. The second 
scenario included PPAs along with a reliability 
adder (RA) charge to fossil resources that 
would be allocated to non-emitting dispatch-
able resources.

The scenarios included a carbon constraint of 
about 6 million tons by 2045. For context, the 

ISO-NE projected peak load distribution, 2025-2045 (top), 2045 net peak load and energy across multiple weather years, excluding load met by wind and solar (bottom). | 
ISO-NE
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New England power system was responsible 
for about 30 million tons of carbon emissions in 
2021.

In both scenarios, ISO-NE found the cost of 
PPAs will increase significantly between 2035 
and 2045, with new intermittent resourc-
es lowering the capacity factor of existing 
intermittent resources. Both scenarios also 
projected declining revenues for existing solar 
and wind resources through 2045, as these 
resources are “increasingly underbid by new 
resources with higher priced PPAs,” Wilson 
said.

In the PPA-only scenario, nuclear profits also 
declined significantly by 2045, coinciding with 
the decline in energy prices. In contrast, profits 
remained relatively stable with the introduc-
tion of the RA. 

The RA likely would result in lower capacity 
market prices compared to the PPA-only 
scenario by increasing the revenue available 
to clean dispatchable resources in the energy 
market, Wilson said. 

“The PPA plus RA scenario generally does 
a better job of securing resource revenue 
adequacy,” Wilson said. “Providing greater 
revenues to baseload resources may reduce 

the likelihood of retirement.”

Wilson added that demand response resourc-
es may play a role in reducing demands but 
could be limited in their ability to ease extend-
ed winter peaks.

“Significant development of demand response 
resources could help alleviate the uncertainty 
surrounding multiple weather years. However, 
it may prove difficult to curtail some load (such 
as heating, cooling or transportation) during 
periods of extreme weather,” Wilson said. 

Asset Condition Project Updates
Also at the PAC, Alan Trotta of Avangrid 
provided an update to the New England Trans-
mission Owners’ (NETOs) proposed asset 
condition project forecast database. The NE-
TOs presented a draft version of the database 
at the Nov. 15 PAC meeting. (See New England 
Transmission Owners Issue Draft Asset Condition 
Forecast Database.)

Instead of categorizing transmission lines’ orig-
inal in-service year, the database will list the 
in-service year of each line’s oldest component 
to account for line rebuilds. For transformers, 
the database will list both the in-service year 
and the manufacturing year. 

Trotta said cost projections would not be included 
in the database. He said including accurate 
cost metrics would require a significant 
amount of work and noted that cost projec-
tions were included in a pair of recent presen-
tations. 

He said the NETOs plan to update the 
database annually, and that the transmission 
owners will “evaluate the feasibility of adding 
additional information to the database,” includ-
ing asset health scores and data on other pool 
transmission facilities, such as circuit breakers 
and control houses. 

The first iteration of the database, along with 
related stakeholder comments, will be pub-
lished in January, Trotta said. 

Project Presentations
Eversource presented to the PAC a project to 
replace deteriorating wood structures on two 
115-kV lines in New Hampshire with a total 
projected cost of $15.7 million. The expected 
in-service dates for the replacements are mid-
2024.

In accordance with the new asset condition 
presentation guidelines, Eversource is solicit-
ing stakeholder feedback due Jan. 11. 
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Analysis Shows No Contamination from NY BESS Fires

Sweeping Reset Underway for NY Renewable Development

Vineyard Wind 1 Generates its First Power

NY Releases Preliminary Cap-and-invest Outline

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

https://www.rtoinsider.com
https://www.rtoinsider.com
https://www.iso-ne.com/static-assets/documents/2023/07/a07_2023_07_25_epcet_multiple_weather_year_results.pdf
https://www.iso-ne.com/static-assets/documents/100006/a07_2023_12_20_pac_neto_update_on_asset_condition_project_process_enhancements.pdf
https://www.rtoinsider.com/62303-ne-transmission-owners-draft-asset-condition-forecast-database/
https://www.rtoinsider.com/62303-ne-transmission-owners-draft-asset-condition-forecast-database/
https://www.rtoinsider.com/62303-ne-transmission-owners-draft-asset-condition-forecast-database/
https://www.iso-ne.com/static-assets/documents/100005/a05_2023_11_15_pac_draft_asset_condition_project_forecast.xlsx
https://www.iso-ne.com/static-assets/documents/100006/a04_2023_12_20_pac_nh_line_a152_m127_structure_replacement_projects.pdf
https://www.rtoinsider.com/67800-massachusetts-dpu-affordability-inquiry/
https://www.rtoinsider.com/67446-empire-wind-terminates-offtake-deal-ny/
https://www.rtoinsider.com/67053-analysis-no-contamination-ny-bess-fires/
https://www.rtoinsider.com/67640-sweeping-reset-underway-ny-renewable/
https://www.rtoinsider.com/67440-vineyard-wind-1-generates-first-power/
https://www.rtoinsider.com/66912-ny-cap-and-invest-outline/


ª rtoinsider.com ª

RTO Insider: Your Eyes & Ears on the Organized Electric Markets January 9, 2024   ª Page  45

ISO-NE News

ISO-NE Details Proposal for Regional Energy Shortfall Threshold
NEPOOL RC Gets Updates on RCA
By Jon Lamson

ISO-NE kicked off work to determine an ac-
ceptable level of energy shortfall risk for New 
England at the NEPOOL Reliability Commit-
tee’s meeting Dec. 18.

The project is an offshoot from ISO-NE’s Op-
erational Impact of Extreme Weather Events 
study, a collaboration with the Electric Power 
Research Institute to use historical extreme 
weather scenarios and the expected future 
resource mix to quantify energy shortfall risks 
for 2027 and 2032. (See ISO-NE Study Highlights 
the Importance of OSW, Nuclear, Stored Fuel.)

The study also led to the development of the 
Probabilistic Energy Adequacy Tool (PEAT), 
which the RTO plans to use in future resource 
adequacy studies. The Regional Energy Short-
fall Threshold (REST) would apply to the risk 
quantified in PEAT studies.

“Establishment of the REST is intended to 
define the level of energy shortfall risk beyond 
which a set of additional, future solutions may 
be required,” said Stephen George, ISO-NE 
director of operational performance, training 
and integration.

While the first phase of the project is not in-
tended to outline solutions for when shortfall 
risks are deemed too high, ISO-NE is planning 
to pivot to solutions once the REST is estab-
lished.

“Possible solutions to reducing energy short-
fall risk to within REST tolerances could range 
from market designs, to infrastructure invest-

ments, to dynamic retail pricing and respon-
siveness by end-use consumers,” George said.

He added that ISO-NE will also use the project 
to consider the frequency and timescale of 
PEAT studies, and whether they should be con-
ducted on an annual, seasonal or in-season ba-
sis. He noted that the PEAT framework could 
be used to better understand both long-term 
and short-term resource adequacy risks.

ISO-NE is planning to collaborate with the 
states and stakeholders to establish the risk 
threshold, George said. The RTO intends to 
present an initial proposal in May, with some 
opportunity for stakeholder input prior to the 
proposal.

“ISO envisions a multimonth process spanning 
several RC meetings to allow for proposals, 
feedback, counterproposals and finalization 
of the REST toward the end of 2024,” George 
said.

Resource Adequacy Assessments
ISO-NE Technical Manager Fei Zeng presented 
to the RC proposed changes to the Resource 
Adequacy Assessment (RAA) modeling as part 
of the ongoing resource capacity accreditation 
(RCA) project. 

The changes would affect the capacity values 
of different resource types in the Forward 
Capacity Market and are intended to more 
accurately capture resources’ reliability attri-
butes.

“RAA is used to establish capacity require-

ments and demand curves and, under RCA, 
resource accreditation,” Zeng said. “Improve-
ments to the RAA will better identify when 
loss-of-load events occur and their duration 
and will improve how individual resource per-
formance is reflected during these events.”

Zeng said the main motivations for the RAA 
changes are to more accurately model system 
conditions; improve the assessment of re-
source performance and interactions between 
resources; increase the modeling consistency 
between resource types; and “better reflect 
the correlation between resources’ perfor-
mance and system loading conditions and 
weather.”

Capacity Accreditation of Seasonal  
Tie Benefits
Zeng also presented changes to the evaluation of 
tie benefits in the RCA project, aimed at better 
capturing seasonal differences in values.

Tie benefits quantify the reliability contri-
butions of grid connections between New 
England and neighboring regions. While 
current values are based on summer peak load 
conditions, the RCA project requires a more 
accurate assessment of winter tie benefit 
values, Zeng said.

Zeng said the tie benefits provided by New 
York are similar during winter and summer 
because the state has a similar load profile to 
New England’s. He noted that the benefits “are 
mainly the result of resource random outages 
and diversity.”

Because Quebec and the Maritime Provinces 
are winter-peaking systems, the regions’ tie 
benefits to New England are likely lower in the 
winter than in the summer, when the regions 
have more surplus capacity available, Zeng 
said.

For the RCA process, which is not intended to 
change the underlying tie benefit calculation 
methodology, ISO-NE is planning on using an 
approximation approach to quantifying winter 
tie benefits. This approach would approximate 
the winter tie benefits from New York, Quebec 
and the Maritimes based on the simulated 
summer tie benefits from New York.

Based on this approach, the winter tie benefits 
from Quebec and New York would be equal 
to the latter’s simulated summer tie benefits, 
while the Maritimes’ winter tie benefits would 
be set at half of this value. 

An example of energy shortfall metrics from ISO-NE's 2027 analysis | ISO-NE
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MISO Year in Review: 2023 — and Likely 2024 — Dedicated to 
Deflecting Reliability Issues
By Amanda Durish Cook

MISO juggled several projects over 2023 
designed to fend off imminent reliability prob-
lems and will keep up the multitasking in 2024. 

“I’m still concerned about pace. We still have a 
lot to do to stay ahead of our reliability issues,” 
MISO CEO John Bear said during MISO’s final 
board meeting of the year in December.  

However, Bear said MISO accomplished 
much over 2023, including the largest MISO 
Transmission Expansion Plan (MTEP) it’s ever 
produced, a plan to install a sloped demand 
curve in the capacity auction, work on a future 
availability-based capacity accreditation for all 
resources and analyzing the system in prepara-
tion for a second cycle of long-range transmis-
sion projects.

“Thank you, thank you, stakeholders, for all 
the work you’ve done this year, and thank you 
in advance for all the work that you will do in 
2024,” Bear said.

Outgoing Organization of MISO States Presi-
dent and Chair of the Michigan Public Service 
Commission Dan Scripps said MISO has come 
a long way in the short time since the 2022/23 
capacity auction returned a regionwide short-
fall in the Midwest. 

“Sitting here today, I want to congratulate you 
on how far we’ve come since last spring,” he 
told members and directors. 

Staff Issue Warnings: 1st Seasonal  
Auctions Measure up 
Despite the grid operator raising alarms over 
future reliability, MISO’s first four-season 
capacity auction returned adequate supply, 
clearing capacity mostly between $2/MW-
day and $15/MW-day. (See 1st MISO Seasonal 
Auctions Yield Adequate Supply, Low Prices.) 

MISO conducted the more complex seasonal 
auction a month later than usual in 2023, 
impeded by a FERC show-cause order because 
the RTO incorrectly calculated an unforced 
capacity-to-intermediate seasonal accredited 
capacity ratio that it uses to determine supply 
ahead of the auction. 

“The implementation wasn’t completely 
smooth. There’s always a tradeoff between 
moving more deliberately and faster, so I’m 
not particularly worried about that,” MISO 

Independent Market Monitor David Patton 
reflected in June on MISO’s seasonal auction. 

MISO Executive Director of Resource 
Planning Scott Wright said the 2022 capacity 
auction spurred members into adjusting plans 
that “changed the complexion of the footprint” 
in the 2023 auction and allowed all zones to 
meet their reserve targets. 

The year ultimately held one maximum genera-
tion emergency for MISO at the end of August. 
(See MISO Calls 1st Summertime Emergency amid 
Systemwide Heat Wave.) 

MISO staff is clear the footprint’s current sta-
tus as capacity-sufficient is temporary and that 
thermal plant retirements can be held off for 
only so long. They spent late spring repeating 
that the economical capacity prices belied 
MISO’s mounting resource adequacy risk.

Vice President of Operations Renuka Chatter-
jee said MISO has a five-year market redefini-
tion plan focused on ensuring its markets can 
better anticipate growing load uncertainty and 
output variability. 

“Getting to seasonal was so important,” Chat-
terjee said of MISO’s capacity auction, adding 

that it’s also valuable to accredit all resources 
based on when they’re likely to be available 
over a season. 

Last month, MISO reported that over the 
last five years, its installed wind capacity has 
increased by 74%, while solar has increased 
by 1,261%. Combined, MISO’s wind and solar 
fleet is nearing 30 GW. 

MISO’s annual resource adequacy survey in 
conjunction with the Organization of MISO 
States this year showed the potential for a 
2.1-GW total shortage in the summer of the 
2025/26 planning year that could escalate to 
a 9.5-GW shortfall by the 2028/29 planning 
year.

Queue Scrutiny 
In spite of the RA survey results, the MISO 
footprint continues to sit on 50 GW of new 
generation projects that are cleared to 
connect to the system but are languishing 
unconstructed. The unrealized gigawatts 
have added more concern to MISO’s resource 
adequacy problems. (See “50 GW in Greenlit 
and Unfinished Projects Haven’t Budged,” MISO 
Champions Queue Crackdown as Stakeholders Blast 

NIPSCO plans to shutter its Michigan City Generating Station in the 2026-2028 time frame. | © RTO Insider LLC
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MW Cap on Project Entries.)

“Once we get supply chain issues figured 
out, we’ve got good projects that will make 
reliability contributions. … But the timing is 
pretty unclear, when these technologies can 
be deployed at scale,” Wright told the Advisory 
Committee at its Sept. 13 meeting. 

Fresh Energy’s Mike Schowalter said MISO is 
on “the tip of the iceberg” in terms of renew-
able energy and intermittent output. He also 
predicted distributed energy resources are 
going to be “bigger than we appreciate.” 

At the same meeting, Michigan Public Power 
Agency’s Tom Weeks said the threat a warm-
ing planet presents means MISO members 
must come up with answers quickly on how 
to reliably accomplish a decarbonized fleet. 
He said members of the Advisory Committee 
should devote meetings to discussing emerg-
ing issues.  

At last count, MISO’s queue contains more 
than 1,300 mostly renewable energy projects 
at nearly 230 GW — or about double MISO’s 
footprint-wide load on a hot summer day. Most 
of the proposed projects in the study phase of 
MISO’s interconnection queue are delayed.

“I think looking into the future, the queue is 
the future. If you want to know what’s coming 
in 10-15 years, look at the queue,” Wisconsin 
Commissioner Tyler Huebner said at the Sep-
tember Advisory Committee meeting.

MISO, hoping to cut back on speculative 
projects in the queue, proposed to establish 
an annual megawatt cap on projects, enforce 
stricter proof of land use, enact automatic and 
escalating monetary penalties for withdrawals, 
and increase milestone fees for its generator 
interconnection queue. That filing is awaiting 
FERC’s approval, with many stakeholders say-
ing there’s no proof a megawatt cap will speed 
up MISO’s study processing times. (See MISO 
Champions Queue Crackdown as Stakeholders Blast 
MW Cap on Project Entries.) 

As the holidays came and went, MISO still 
hasn’t closed its window on accepting pro-
posed generation projects for its 2023 
interconnection queue cycle. It said it’s holding 
off on rounding up new projects until FERC 
renders a decision on the measures. 

“You shouldn’t be in the queue if it’s not your 
intent to build as soon as you have a [generator 
interconnection agreement],” MISO’s Andy 
Witmeier said during MISO’s August Planning 
Advisory Committee meeting. 

MISO expects members will add 369 GW of 

new, mostly renewable resources by 2042 and 
have retired about 103 GW of their exist-
ing fleets, bringing the RTO’s total installed 
capacity to 466 GW. However, only 202 GW of 
that capacity is assumed to be accredited; staff 
assumes a declining effective load-carrying ca-
pability for the renewable additions. (See MISO: 
Long-range Tx Needed for 369 GW in Interconnections.) 
MISO today operates with about 194 GW in 
nameplate capacity. 

MISO similarly is waiting to hear from FERC if 
it can move ahead with a sloped demand curve 
in its capacity auction. (See FERC Wants More 
Detail on MISO Sloped Demand Curve Plan.) 

During MISO’s June Board Week, Illinois 
Commerce Commissioner Michael Carrigan 
thanked MISO for moving toward a sloped 
demand curve in its capacity auctions. He said 
MISO “cannot ignore portions of the footprint 
that use different planning approaches,” refer-
ring to Illinois’ status as a retail choice state. 

“We’ve been in market failure for 20 years 
because we have a demand curve that doesn’t 
produce any signals for developers,” Patton 
said of MISO’s existing vertical demand curve 
at the beginning of 2023.

New LTRP Portfolio Recommendation
Lastly, MISO is forging ahead with a second 
long-range transmission (LRTP) portfolio 
despite a standoff between it and its Inde-
pendent Market Monitor over their differing 
visions of the RTO’s resource mix in 20 years. 
(See IMM Criticizes MISO’s Modeling Software Used 
for Long-range Tx Planning; MISO Says Overloads and 
Congestion Loom Without 2nd Long-range Tx Portfolio.)

MISO has said it will reveal line recommen-
dations next year and has emphasized lines 
will be needed for reliability’s sake to support 
its members’ energy transition. The RTO is 
accepting transmission project suggestions 
from stakeholders. 

During a Dec. 6 Advisory Committee meeting, 
ITC’s Brian Drumm said “rocket fuel” is being 
poured on the energy transition, requiring 
major transmission planning of MISO. Drumm 
told fellow MISO members the “risks of falling 
behind are much greater” than taking a stab at 
new line recommendations. 

In midyear, MISO proposed a 50/50 split on 
its third LRTP portfolio, where costs would 
be allocated 50% regionally and 50% to local 
zones where the projects are located. The new 
cost allocation design is tailored specifically to 
the upcoming transmission projects MISO will 
recommend for its South region. It’s unclear 
whether FERC will sanction a separate cost 
allocation for different LRTP portfolios. So 
far, Midwestern LRTP projects use a 100% 
postage stamp to load allocation. 

MISO long has said allocation negotiations are 
a major challenge to raising new transmission 
towers. 

“We can come up with projects, but the allo-
cation is typically the most challenging part of 
addressing the needs of the fleet evolution,” 
Vice President of System Planning Aubrey 
Johnson told board members at a June 13 
System Planning Committee meeting. 

The grid operator this year also began serious-
ly discussing the possibility of installing HVDC 
lines to meet broad regional needs. (See Experts 
Urge MISO to Consider New 765 kV and HVDC Lines.) 

In June, Director of Expansion Planning Jean-
na Furnish said MISO might consider stringing 
long-distance, high-voltage lines to allow trans-
fers between MISO load centers like the Twin 
Cities to St. Louis to Des Moines. 

“Staying where we are is not possible. Staying 
where we are is fraught with [reliability] risks,” 
Senior Vice President of Planning and Oper-
ations Jennifer Curran said at a March board 
meeting. 

“We’ve got 40 million people depending on us 
for their lives and livelihood, so we have to get 
this right in this transition,” Bear added. 

Bear said the widespread winter storm in 
December 2022 was in fact a positive because 
it tested the system, control room and staff. He 
said it’s important for MISO to be able to test 
its limits. 

“There’s a whole lot in front of us, next year, 
next year and probably the year after that,” 
Bear said. “Just in case we get complacent, 
there’s another extreme weather event every 
18 months to keep us on our toes.” 

The Cardinal-Hickory Creek line under construction | 
ATC and ITC Midwest
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FERC Orders $66.7M in Penalties and Disgorgement on Linde and NIPSCO
Linde and NIPSCO Agree to Customer Refunds and Demand Response Training Measures
By John Norris

FERC on Jan. 4 ordered Linde Inc. and North-
ern Indiana Public Service Co. (NIPSCO) to pay 
a combined $66.7 million in disgorgement and 
penalties for violating rules related to MISO’s 
demand response program (IN24-3).

The order approves a consent agreement 
between Linde and NIPSCO, which requires 
Linde to pay $48.5 million in disgorgement and 
$10.5 million in civil penalties and NIPSCO to 
pay $7.7 million in disgorgement. The order 
also mandates that Linde complete compliance 
training to participate in MISO’s markets in the 
future and outlines steps NIPSCO must take to 
issue refunds to affected customers.

Linde’s Calumet Area Pipeline Operations 
Center (CAPOC), located in northwest Indiana 
and distilling gases such as oxygen and nitro-
gen for industrial or medical use, was found 
to have engaged in deceptive practices within 
MISO’s demand response resource Type 1 
(DRR-1) asset program. This resulted in unfair 
advantages, market price distortions and 
adverse effects on other market participants 
and consumers.

MISO operates two demand response pro-
grams, including DRR-1, which allows partic-
ipants to offer load reductions during peak 

demand periods and receive compensation for 
reducing their energy use in response to grid 
needs.

MISO requires DRR-1 participants selling en-
ergy to “respond to the transmission provider’s 
directives to start, shut down or change output 
levels of resources, in accordance with the 
terms specified in the offer,” and compensates 
DRR-1 assets at the LMP for the difference 
between a unit’s baseline and its actual load.

When MISO accepts DRR-1’s asset load 
reduction offer, it is called an event day, while 
other days are called nonevent days. Only on 
event days are participants expected to active-
ly reduce their load.

Linde was found to have manipulated the DRR-
1 program for about five years by artificially 
inflating its baseline load during nonevent days 
and then reducing operations during event 
days, thereby collecting payments based on 
this discrepancy without changing pre-planned 
operations when called upon by MISO.

This manipulation created a false impression 
of significant load reduction at Linde’s CAPOC. 
In reality, Linde did not reduce its energy or 
consumption levels. Consequently, Linde was 
awarded undue payments from MISO, while 
NIPSCO, which earned an administrative 

fee equal to 5% of Linde’s DRR-1 revenues 
because it sponsored Linde’s participation, 
also received inappropriate payments and was 
found to be in violation.

The Linde and NIPSCO case mirrors previous 
incidents in demand response markets.

In October, the Independent Market Moni-
tor for MISO advocated for new rules in the 
demand response program after uncovering 
unfair gaming strategies by some market par-
ticipants. (See IMM Presses MISO for New Rules After 
DR Market Gaming.)

Similarly, in August, FERC fined Big River Steel, 
an Arkansas steel mill operator, for its multi-
year manipulation of MISO’s demand response 
programs to obtain undue payments without 
actual load reduction. (See FERC OKs $21M 
Settlement in Arkansas Steel Mill’s DR Scheme in MISO.)

FERC’s order not only mandates that Linde 
and NIPSCO pay their penalties and disgorge-
ment within an unspecified time frame for 
past violations, but also imposes stringent 
conditions on Linde for future participation in 
MISO’s DRR-1 program. Conditions include 
providing advance notification to MISO of its 
intentions, demonstrating evidence of compli-
ance training and submitting annual reports on 
its DRR-1 activities for the next three years. 

Calumet gas pipeline | Calumet
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FERC Approves Dairyland Incentives for Minn.-Wis. Transmission Line
By Michael Brooks

FERC on Dec. 29 approved Dairyland Power 
Cooperative’s request for transmission rate 
incentives for its investment in the Wilmarth-
North Rochester-Tremval project, a 169-mile 
line spanning Minnesota and Wisconsin that is 
part of MISO’s 2021 Transmission Expansion 
Plan (MTEP 21) (ER24-260).

The Wisconsin-based cooperative received 
authorization for the construction work in 
progress (CWIP) and abandoned plant incen-
tives for the 345-kV span, which will connect 
the Wilmarth substation near Mankato, Minn., 
to the Tremval substation near Blair, Wis. The 
project involves building a new 161/69-kV 
substation near Kellogg, Minn., north of Roch-
ester, and upgrading existing 161-kV facilities.

FERC also granted Dairyland a hypothetical 
capital structure of 50% equity and 50% debt 

for the life of the financing of the project. The 
line is expected to be in service by June 2028 
and cost about $689 million.

“Dairyland expects to invest an estimated 
$207.5 million in the project, or 44% of its 
projected 2023 net transmission plant in rate 
base,” the commission said. “The project’s mul-
tiple owners and complexity present significant 
risk, and the record shows that this investment 
could put downward pressure on Dairyland’s 
financial metrics. We find that the hypothetical 
capital structure and CWIP incentives will 
provide upfront certainty, bolster Dairyland’s 
financial metrics to help ensure maintenance 
of its current credit rating and facilitate its 
participation in the project.”

Xcel Energy, Southern Minnesota Municipal 
Power Agency and Rochester Public Utilities 
are co-owners of the project.

In a concurrence, Commissioner Mark Christie 

continued to urge the commission to recon-
sider its policies on incentives, although he ac-
knowledged that Dairyland met the standards 
the commission laid out in Order 679.

“Just as the CWIP incentive effectively makes 
consumers the bank for transmission develop-
ers, the abandoned plant incentive effectively 
makes them the insurer of last resort as well,” 
he wrote. “As this commission considers other 
potential reforms related to regional transmis-
sion planning and development, it is imperative 
that incentives like the CWIP incentive, aban-
doned plant incentive and RTO participation 
adder are all revisited to ensure that all the 
costs and risks associated with transmission 
construction are not unfairly inflicted on 
consumers while transmission developers and 
owners stand to gain all the financial reward.”

Commissioner James Danly, who left the 
commission at the end of the year, recused 
himself. 

Part of the Wilmarth-North Rochester-Tremval project is among the CapX2020 portfolio, now known as Grid North Partners (shaded area), that was included in MTEP21. | 
Grid North Partners

https://www.rtoinsider.com
https://www.rtoinsider.com
https://elibrary.ferc.gov/eLibrary/filelist?accession_number=20231229-3007&optimized=false


ª rtoinsider.com ª

RTO Insider: Your Eyes & Ears on the Organized Electric Markets January 9, 2024   ª Page  50

MISO News

Minnesota PUC Tolerates Xcel Energy Cutting off 20% of Distribution System Capacity
PUC Decides Against Investigating Xcel’s Practice that Limits Community Solar
By Amanda Durish Cook

Xcel Energy is free to continue to apply a 
blanket 80% limit on its distribution system — 
limiting the amounts of community solar that 
can interconnect — after the Minnesota Public 
Utilities Commission’s decision last month. 

Minnesota regulators voted 4-0 at a Dec. 14 
meeting against opening an investigation into 
Xcel Energy’s controversial policy of limiting 
the total capacity of the utility’s entire dis-
tribution system to 80% of its rated capacity 
(C-23-424). Xcel’s rule has been in place since 
March 2022. 

The utility has said the restriction is essential 
because a daunting number of community 
solar gardens is inundating its system and 
worsening congestion. It said it created the 
planning limit to reserve some hosting capac-
ity on the lines as a safeguard. Minnesota’s 
community solar program lets ratepayers sign 
up for a portion of output from developers’ 
small solar farms. Xcel issues a bill credit for 
subscribers’ share of energy that flows back 
onto the grid. Currently, Xcel has more than 
860 MW of community solar gardens on its 
distribution system. 

The Minnesota Solar Energy Industries As-
sociation (MnSEIA) and a group of more than 
20 developers, clean energy organizations 
and individuals filed a complaint against Xcel’s 
practice in September. They argued that Xcel 
broke the law in sequestering a portion of its 
capacity and that 20% is too much cushion and 
unnecessary for the sake of reliability. 

MnSEIA said the PUC’s dismissal of its com-
plaint amounts to regulators allowing Xcel to 
continue “arbitrarily limiting capacity of its 
distribution system.” 

During the hearing, MnSEIA Director of Policy 
and Regulatory Affairs Curtis Zaun argued 
state law prohibits Xcel from implementing 
sweeping interconnection rules without explic-
it PUC approval. 

“Xcel is effectively unregulated when it comes 
to interconnection practices,” he said, adding 
that Xcel doesn’t have a detailed analysis to 
back up its decision to shelf grid capacity. 

Zaun said the matter was about more than 
Xcel’s distribution limits. He said it strikes 
at the commission’s “authority, ability and 
responsibility to regulate utilities and thus its 

role in Minnesota’s clean energy future.” 

Zaun said the 20% capacity that Xcel proposes 
to reserve on its system is equal to 2.6 GW of 
generation and essentially wastes ratepayers’ 
money.   

Misgivings from Schuerger
Minnesota Commissioner Matthew Schuerger 
said he had reservations with Xcel’s program 
as it stands today. He said he didn’t agree with 
the limit if it amounts to Xcel setting aside 
a chunk of the distribution system only to 
“warehouse” it. 

He said when the commission didn’t stop Xcel 
from moving ahead with the grid manage-
ment program in January 2022, it did so only 
because there wasn’t sufficient information in 
the record for the commission to approve or 
reject it.  At the time, the Minnesota PUC opt-
ed to leave the capacity program to the utility’s 
engineering judgment. 

Schuerger said his understanding of equip-
ment ratings is “they aren’t actually hard-edge 
limits.” 

“I think the details really matter in how we 
look at equipment ratings. On the bulk power 
system, we’re looking at dynamic ratings on 
equipment. The best practices and the re-
search is moving towards the idea of dynamic 
ratings on distribution systems as well,” he said. 
“I’m struggling a little bit with this idea … that 
your equipment ratings should be some static, 
hard limit for all of time going forward.” 

Xcel Energy DER Integration Manager 

Matt Schuerger, Minnesota PUC | NARUC
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Dean Schiro said there’s a difference in ratings 
on the distribution system and the more flexi-
ble ratings of the transmission system. He said 
Xcel is trying to be conservative in the planning 
realm — rather than in operations — realizing 
that the utility doesn’t know what’s going to 
connect to the distribution system upwards of 
five years into the future. 

Schuerger pointed out that Xcel’s own load 
growth forecast “seems 180 degrees out of 
sync” with its proposal to limit capacity on the 
distribution system. Xcel predicts its 8.5-GW 
peak aggregate load will become 20.5 GW by 
2052. 

Schuerger also said the program seems like 
a “large safety margin” and out of step with 
Xcel’s efforts to have more visibility into and 
operational controls on its distribution system. 

Schiro said Xcel doesn’t yet have flexible 
resources on the distribution system. He 
reminded regulators that resources wishing to 
interconnect to the distribution system are still 
firm and non-dispatchable. 

Xcel Energy Assistant General Counsel Jim 
Denniston said MnSEIA’s allegation that Xcel 
flouted the commission’s earlier order by mov-
ing ahead with the 80% threshold is “serious” 
and “troubling.”  

Xcel maintains it needs a distribution capacity 
limit to preserve reliability and keep load and 

generation in balance. 

“No utility should be forced to run its system to 
the very brink,” Xcel told the PUC in response 
to the complaint. 

Minn. Department of Commerce  
Recommends Investigation 
The Minnesota Department of Commerce 
recommended the PUC open an investigation 
into Xcel’s practice to flesh out the record and 
allow experts to weigh in on the engineering 
logic behind the decision. 

Commerce attorney Sara Payne said an 
investigation would be important in helping 
establish whether the utility’s program is in the 
public interest and to what degree the com-
mission has oversight of a utility’s engineering 
decisions. 

“I think the hope would be that an investigation 
could help provide enough information that 
the commission could provide guidance on 
where that line is from a legal threshold,” Payne 
said. She added that at a minimum, the PUC 
could at least get some “visibility into the issue 
from the engineers.” 

Payne said requiring some clarity and trans-
parency now would be helpful for the PUC 
to address dockets down the road as DER 
continues to grow. 

Prior to the hearing, the Minnesota Attorney 

General’s Office also told regulators they 
should investigate Xcel’s planning limit. 

Schuerger said he was hesitant to open an 
investigation that would “chisel” the 80% or 
another figure in stone considering the grid 
modernization efforts on the horizon. 

“If that 80% buffer doesn’t get reduced over 
time, something is seriously wrong in my view. 
It better move over time,” Schuerger said. 

MnSEIA Executive Director Logan O’Grady 
said the limit hinders Minnesota’s progress 
towards 100% carbon-free energy. 

“This decision goes beyond that concern alone; 
it raises deeper concerns that Minnesota’s 
regulated utilities are free to act without 
clear authorization from regulators and with 
little regard for the wishes of Minnesotans 
who are seeking cleaner energy options, but 
whose choices have been blocked by the policy 
decisions of powerful, self-interested monop-
oly utilities,” O’Grady said in a press release 
following the decision. 

Even though regulators declined to investigate 
Xcel’s rating policy, they required the utility to 
reach out to and hold meetings with stakehold-
ers to explain the rationale behind the 80% 
threshold. 

The commission will release a final order on 
the complaint in the coming months. 

| Blue Horizon Energy
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FERC Upholds MISO Ban on Renewables Supplying Ancillary Services 
By Amanda Durish Cook

FERC has reaffirmed that MISO can exclude 
renewable resources from providing ancillary 
services in its markets.

The commission rejected the Solar Energy 
Industries Association’s request for rehearing 
on two related FERC dockets allowing MISO 
to block renewable energy’s participation in its 
ancillary services market (ER23-1195-002). The 
American Clean Power Association, Clean Grid 
Alliance, Natural Resources Defense Council, 
Fresh Energy, Union of Concerned Scientists 
and Sierra Club joined SEIA on one of the two 
requests for rehearing. 

Dec. 19’s denial continues a pattern of FERC 
insisting the output from renewable energy 
isn’t on equal footing with that of traditional 

resources because pervasive transmission con-
gestion keeps renewables’ ancillary services 
from being economically deliverable to market. 
(See FERC Blocks Solar Group’s Contest of MISO Ban 
on Renewable Ancillary Services; FERC: MISO Can Ban 
Intermittent Resources from Providing Ramp.)

The group of clean energy groups argued 
FERC erred in its original judgment because it 
extended the exclusion to hybrid resources. 

The commission disagreed. It said the argu-
ments that hybrid resources have distinct 
characteristics from standalone wind and 
solar resources “lack specificity and are not 
sufficient to support an undue discrimination 
claim.” 

“SEIA has not demonstrated that hybrid 
resources … will not be subject to the same de-
liverability issues MISO has identified for stand-

alone wind and solar,” the commission said. 

FERC pointed out that the MISO tariff allows 
hybrid resources to register their wind or 
solar portion and on-site storage together as 
a single dispatchable intermittent resource or 
separately in the markets. 

The commission also said the clean energy 
groups did not argue on rehearing that stand-
alone wind and solar resource are inappropri-
ately barred from supplying ramping needs. 
FERC said the groups might now be hoping 
for a separate market designation for hybrid 
resources. 

“To the extent that [the] clean energy coalition 
now seeks new market participation rules for 
‘integrated hybrid sources,’ such a challenge 
is outside of the scope of this … proceeding,” 
FERC wrote. 

| © RTO Insider LLC
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NY Scrambles to Maintain Momentum in Energy Transition
Positive, Negative Milestones Mark 2023 Calendar; Busy Year Ahead
By John Cropley and John Norris

The organizations charged with leading New 
York’s energy transition enter 2024 trying to 
build on momentum generated in the past year 
while recovering from its disappointments.

The state celebrated its first offshore wind 
generation and the first coordinated grid 
planning process while adding 6.4 GW of new 
renewable energy contracts.

But it also suffered some notable setbacks, as 
financial pressures endangered many of the 
renewable projects that had been contract-
ed but not yet constructed. And the federal 
government passed over New York as it was 
allocating multibillion-dollar funding packages 
for hydrogen hubs.

And as the addition of renewable generation 
threatens to fall behind fossil plant retire-
ments, NYISO issued increasingly dire warn-
ings about capacity shortfall while the Public 
Service Commission opened a discussion on 
expanding the definition of “zero emissions” 
resources beyond wind, solar and storage. (See 
NY Renewable Portfolio May Come up Short on Getting 
to Net Zero.)

But state leaders remain committed in word 
and deed to the clean energy transition and to 
the generation and transmission projects that 
will make it a reality.

The Climate Leadership and Community Protection 
Act (CLCPA) mandates that New York reduce 
its emissions to 85% below 1990 levels by 
2050 and achieve 70% renewable electricity 
by 2030 and 100% zero-emission electricity 
by 2040.

At the start of 2023, New York celebrated 
both the completion of the Climate Action 
Council’s Scoping Plan, which provided a road 
map to achieve the CLCPA’s mandates, and 
the election of Gov. Kathy Hochul on a clean 
energy agenda. (See Scoping Plan ‘Sets Course’ for 
NY Climate Goals, Raises Questions.)

Below, NetZero Insider and RTO Insider outline 
what’s on the horizon in 2024 for NYISO 
and the three agencies central to the state’s 
climate efforts.

Public Service Commission
PSC Chair Rory Christian said the additional 
megawatts of power New York will need to 
meet its electrification goals mean transmis-

sion development is paramount. And it is well 
underway, with billions of dollars authorized 
for line construction.

“I don’t imagine we’ll have a lot of transmission 
items coming to us in 2024, but the process is 
a multiyear, ongoing thing, and we’ll be heavily 
involved in moving that forward,” he said.

He flagged New York’s first-ever coordinated 
grid planning process — approved by the PSC 
in August as a way to increase the speed and 
control the cost of building transmission — as 
one of the most significant achievements of 
2023.

Also important were proactive transmission 
projects planned to meet future demand.

“Ensuring that those assets are built out af-
fordably and expeditiously, that’s going to pay 
huge dividends in the long run,” Christian said. 

“A lot of the work that we do is long-term. We 
issue an order, and the fruition of that may be 
years in the making. I look at this transmission 
work — I think we’re over $6 billion at this 
point in transmission investments that we’ve 
authorized this year — as probably the single 
most significant of the actions that we have 
taken.”

The Champlain Hudson Power Express, which 

was proposed in 2010, finally began construc-
tion in 2023 and promises to deliver up to 
1,250 MW of emissions-free power to New 
York City starting in 2026.

New York Power Authority
Transmission also figured prominently for the 
New York Power Authority in 2023. It com-
pleted and energized major upgrades of the 
Smart Path and Central East Energy Connect 
projects, both of which will help move more 
power from upstate to downstate, where  
emissions-free power generation is in short 
supply.

In 2024, NYPA and its private-sector partners 
expect to start construction of the 175-mile 
underground power line that is the heart 
of Clean Path NY, an $11 billion package of 
upstate renewable energy projects linked to 
New York City. In the spring of 2023, a 104-
MW wind farm became the first Clean Path 
generation asset to come online.

Perhaps the most far-reaching development 
for NYPA in 2023 was a contentious piece of 
legislation that expanded its role as a renew-
able energy developer.

NYPA spent the second half of 2023 gathering 
input on how to approach its new responsibil-

Work progresses on the New York Power Authority's Central East Energy Connect transmission upgrade. | NYPA
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ities and in 2024 will begin planning how to 
use those new powers, with plans to publish its 
renewable energy generation strategic plan in 
2025. “We are fully engaged in embracing our 
expanded authority, and the entire organiza-
tion is galvanized behind our commitment,” 
NYPA President Justin Driscoll said via email. 

Along the way, NYPA will continue with the 
multiple smaller-scale projects it has been 
assisting, including high-speed chargers for 
light-duty vehicles, energy storage, environ-
mental justice, building decarbonization, ener-
gy efficiency, distributed energy resources and 
heavy-duty chargers for electric city buses.

One milestone example in 2023: It cut the 
ribbon on the first utility-scale battery asset 
owned by the state, the 20-MW Northern 
New York Energy Storage Project.

These smaller projects can easily be overshad-
owed by the high-megawatt, high-dollar proj-
ects that command so much attention, but the 
small projects far outnumber the large-scale 
projects. Smaller-scale projects also serve to 
make the energy transition more tangible to 
people who may never see an industrial-scale 
wind farm.

NYSERDA 
About those wind farms … 

2023 will be remembered as the year that 
planning for multiple offshore wind projects 
off the Northeast U.S. coast came to a screech-
ing halt, squeezed by contracts that locked 
in revenue with no provision for an inflation 
adjustment.

Developers of four New York OSW projects 
said they could not proceed to construction 
under their current financial agreements with 
the state. On Jan. 3, 2024, Empire Wind 2 
became the first New York project to cancel its 
contract. The project itself remains alive, and 
developers are seeking other ways to move 
forward with it. (See Empire Wind 2 Cancels OSW 
Agreement with New York.) Many of New York’s 
onshore wind and solar projects are in the 
same predicament. The situation came to a 
head in June, when developers of 90 projects 
totaling more than 12 GW sought additional 
compensation.

The PSC rejected the request in mid-October. 
That day, Gov. Hochul issued a 10-point plan 
to accelerate renewable energy development, 
although the plan was mostly a reaffirmation of 
existing policies and programs.

The urgency Hochul’s plan promised has been 
backed up with actions so far: In late October, 
the governor announced conditional contracts 

for 6.4 GW of renewable generation. In late 
November, the New York State Energy Re-
search and Development Authority (NYSERDA) 
issued an expedited solicitation that will allow 
developers of those struggling earlier projects 
to rebid at a higher cost in early 2024.

A NYSERDA spokesperson said awards for 
offshore wind and Tier 1 onshore renewables 
projects from the agency’s expedited solicita-
tions are expected in February 2024 and April 
2024, respectively.

Also on the 2024 agenda for NYSERDA: ex-
panding the electric school bus fleet; designing 
a program to distribute $317 million in home 
energy and electrification rebates; assessing 
the role of nuclear power, green hydrogen 
and other zero-emissions technologies in the 
state’s clean energy transition; continued 
development of a cap-and-invest program; and 
helping allocate $400 million in competitive 
federal solar grants.

NYISO
NYISO has been among the most vocal groups 
in raising concerns about maintaining reliabil-
ity during the clean energy transition. (See 
NYISO CEO Warns of Tightening Resource Adequacy.)

In November, the ISO announced it would 
keep four natural gas peaker plants opera-
tional in New York City to address a 446-MW 
reliability deficit. The units were set to retire 
in May 2025 to comply with the Department 
of Environmental Conservation’s 2019 Peaker 
Rule, which imposes nitrogen oxide emissions 

limits on fossil fuel plants. (See NYISO to Keep 
Gas Peakers Online to Solve NYC Reliability Need.) 

“From an operations perspective, the resourc-
es are not coming in as fast as they were origi-
nally planning to, as seen with OSW,” said Rick 
Gonzales, who recently retired as the ISO’s 
chief operating officer.

Gonzales was cautious about New York’s 
progress in meeting CLCPA goals, saying, “so 
far so good, but it’s very early in the process.” 
He added, “Legacy fossil fuel resources should 
not be retired until we have new replacement 
clean energy resources in place.”

Much of the concern stems from the nearly 
3-GW backlog in the ISO’s interconnection 
queue. To comply with FERC Order 2023, the 
ISO is planning to move to a clustered study 
process, with increased penalties for projects 
that fail to meet milestones and more oppor-
tunities for projects to exit the queue without 
hindering the progress of other queued proj-
ects. Stakeholders have expressed concerns 
over the ISO’s proposed deposit requirements 
and the length of time to make project deci-
sions. (See NYISO Stakeholders Question Proposed 
Interconnection Timelines, Deposit Rules.)

On a positive note, the ISO has seen an 
increase in renewable projects entering its 
interconnection queue. The 2023 class year 
began with nearly 100 projects, many renew-
able — a notable rise from the previous class 
year, which saw 53 projects, with only 27 being 
clean energy projects. (See NYISO Begins 2023 
Class Year with Nearly 100 Projects.) 

The New York Power Authority’s new Northern New York Energy Storage Project is shown in May 2023. | NYPA
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The ISO also has been working to increase its 
demand-side resources (DSRs), such as DERs, 
which the CLCPA says are vital to providing “a 
more flexible and resilient grid to address and 
mitigate the impacts of climate change.” 

In December, the ISO announced the state had 

surpassed 5,000 MW of behind-the-meter 
solar capacity, halfway to the CLCPA goal of 
10,000 MW of distributed solar by 2030.

Over the past year, NYISO has been develop-
ing rules to make New York’s markets more 
accommodating to DSRs.

Some stakeholders, however, have criticized 
the ISO’s proposals, including its 10-kW 
minimum requirement for DER aggregation 
participation and its proposed day-ahead 
market for some DSRs, as cost prohibitive and 
counterproductive. (See NYISO Stakeholders Balk 
at Proposed Day-Ahead Market for Demand Resources.)

The ISO’s agenda for the upcoming year is 
packed with projects, including dynamic 
reserves and capacity accreditation modeling 
improvements, resetting the demand curve 
and improving emissions transparency. How-
ever, its primary focus will be on improving the 
interconnection queue and integrating more 
renewable energy into the grid to address 
potential near-term reliability shortfalls.

Building on Experience
PSC Chair Christian said absent the extraor-
dinary challenges of the early 2020s — war, 
disease, inflation, interest rates — projects now 
struggling through pre-construction develop-
ment phases would have been able to progress 
much more easily.

Christian said the land-based renewables the 
state had previously authorized created a 
partial template for New York’s first offshore 
wind projects. In December, South Fork Wind 
became the nation’s first utility-scale project in 
federal waters to send power to the mainland 
grid.

South Fork, in turn, smooths the path for the 

Projected New York installed capacity resources mix scenarios in 2040 | NYISO

NYISO’s interconnection queue (MW) for renewables has grown significantly the past five years | NYISO
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thousands more megawatts New York wants 
to generate offshore, Christian said.

“Every single time we do one of these projects, 
it makes the process easier going forward,” 
Christian said. “It’s not just the interface with 
the federal government. It’s everything from 
the legal agreements, the contractual terms, 
the procurement documents, the RFPs, the 
insurance requirement, the bonding.”

Real and Perceived Costs
The high cost of the energy transition — and 
the allocation of that cost — also comes to fore 
in a state with some of the highest electricity 
rates in the nation. 

The PSC’s staff in July 2023 tallied $44 billion 
in spending authorized since passage of the 
CLCPA in 2019. It offered no estimate how 
many billions more would be needed. 

Christian said he chafes at criticism of the cost 
of the energy transition. 

New York’s electric and gas infrastructure 
would need major investments even if it 

were not going through a transition, he said. 
Business as usual might cost just as much as 
building clean energy infrastructure, he added, 
and it would bring none of the societal and 
environmental benefits.

But there are ways to minimize spending, and 
the PSC does pursue them, Christian said. He 
singled out the Brooklyn Queens Demand 
Management (BQDM) program as an example. 

In 2013, Con Edison identified growing 
demand overload in a central swath of New 
York City’s two most populous boroughs that 
could reach 69 MW within five years. The 
new substation, switching station and feeders 
needed to meet this demand were estimated 
to cost $1 billion. 

This would become the first case in which the 
PSC required a utility to attempt to address 
demand through nontraditional means. In late 
2014, the PSC authorized Con Edison to de-
ploy distributed generation and demand-side 
management to defer installation of the sub-
station, with a budget capped at $200 million. 

In its third-quarter 2023 report, Con Edison 
said expenditures to date stood at $131.3 
million and peak-hour load relief had reached 
61.2 MW.

“It’s been almost 10 years — that substation is 
still working just fine,” Christian said. “It may 
get upgraded at some point — in fact, it likely 
will. But that saved ratepayers a significant 
amount of money.”

The other thing BQDM did was buy time for 
technology development.

“Time is our friend in this scenario in many 
ways,” Christian said.

“I think about just the advancements we’ve 
seen in battery storage. They’re now an ef-
fective solution, where just 10 years ago they 
were marginal in many instances. The same ap-
plies for advances in charging stations, inverter 
technology, the list goes on and on.

“I see every reason to be optimistic about the 
pace of technology going forward in helping 
address many of the needs that we’re seeing 
coming up.” 

The first turbine blades are attached at the South Fork Wind Project, the first offshore wind farm powering New York. | South Fork Wind
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NY Moves to Phase out SF6 in New Electrical Gear
Gradual Ban on Sulfur Hexafluoride Installations Would Start in 2026 
By John Cropley

New York is moving to limit use of sulfur hexa-
fluoride in electrical power and distribution 
equipment and to reduce leakage of the most 
potent greenhouse gas.

The draft regulations produced by the state De-
partment of Conservation include a phaseout 
of new SF6 installations, limits on emissions 
and multiple reporting requirements.

The Dec. 28 announcement included a similar 
set of draft regulations on hydrofluorocarbons, 
commonly used in refrigeration and cooling 
equipment. HFCs also are potent greenhouse 
gases though less so than SF6, which is used 
primarily to insulate electrical equipment.

The draft regulations are part of New York’s 
continuing effort to reduce greenhouse gas 
emissions. The Climate Leadership and Com-
munity Protection Act of 2019 mandates the 
state drop to 60% of 1990 levels by 2030 and 
15% by 2050.

New York’s most recent GHG emissions report 
calculates total emissions statewide at 368 
million metric tons of carbon dioxide equiva-
lent in 2021. The great bulk of that was carbon 
dioxide (211 mmt) and methane (131 mmt). 
HFCs were a distant third, at 22 mmt. 

Total emissions of SF6 were reported at just 
0.15 mmt, but the impact is much greater than 
the number suggests.

SF6 has the highest global warming potential 
among the seven greenhouse gases subject 
to CLCPA regulations — as much as 25,000 
times greater than carbon dioxide, depending 
on the timeframe used for calculations. It is an 
extremely stable chemical, persisting in the 
atmosphere for millennia once released.

Proposed Rules
The draft regulations would apply to anyone 
who owns, installs or uses gas-insulated equip-
ment (GIE) that uses SF6 or substitutes as an 
insulating medium.

The phaseout gradually would bar acquisition 
of SF6 GIE for use in New York state, with a 
few exceptions for reasons such as compatibili-
ty or availability of non-SF6 alternatives.

It would take effect on Jan. 1 of various years, 
depending on the size of the equipment:

• 2026 for above-ground GIE with voltage 

capacity less than 38 kV; below-ground 
GIE with less than 38-kV capacity and a 
short-circuit current rating of less than 25 
kA; or any GIE rated 38 to 145 kV and less 
than 63 kA;

• 2027 for any GIE rated 145 to 245 kV and 
less than 63 kA;

• 2028 for above-ground GIE rated at 38 kV; 
or any GIE rated 38 to 145 kV and greater 
than 63 kA;

• 2031 for below-ground GIE rated lower than 
38 kV and greater than 25 kA; or any GIE 
rated 145 to 245 kV and greater than 63 kA;

• 2033 for any GIE rated higher than 245 kV.

Replacement parts would not be subject to the 
phaseout.

The draft regulations also include:

• Formulas to calculate emissions limits that 
would take effect Jan. 1, 2028.

• A requirement to establish and maintain a 
detailed inventory of GIE devices and insu-
lating gases, effective Jan. 1, 2025.

• Mandatory emissions reporting starting in 
2026 for any GIE owner with annual emis-
sions exceeding 7,500 metric tons of CO2 
equivalent.

• A requirement to maintain five years of 
records and provide them to the state within 
30 days of request.

Problem Recognized
The New York emissions report indicates that 
SF6 emissions have been declining in the state 
thanks to technological and economic changes 
— older equipment may contain greater quan-
tities of the gas and be more prone to leaks.

However, the National Ocean and Atmospher-
ic Administration’s Global Monitoring Laboratory 
has shown atmospheric concentrations steadi-
ly increasing over the past two decades.

The EPA has been working to reduce emissions 
of SF6 in partnership with the U.S. electric 
power industry, which has been using the 
synthetic chemical in circuit breakers, gas-in-
sulated substations and other switchgear since 
the 1950s.

California and Massachusetts have placed 
restrictions and requirements on use of SF6, 
and the Regional Greenhouse Gas Initiative is 
encouraging incremental actions toward early 
retirement and replacement of equipment 
containing SF6.

Prominent corporate members of the power 
industry have formed the SF6 & Alternatives 
Coalition to develop best practices and increase 
awareness of substitute gases with lower 
climate impacts than SF6.

In announcing the draft regulations, DEC Com-
missioner Basil Seggos said: “HFCs, SF6 and 
other greenhouse gases are accelerating the 
costly economic, public health and environ-
mental impacts of climate change in New 
York state and across the globe. The draft reg-
ulations filed today help bring New York closer 
to realizing the Climate Act’s ambitious emis-
sion reduction requirements.”

The draft regulations will be published in the 
state register Jan. 10, opening a public comment 
period and setting the stage for a public hearing 
March 14. 

Sulfur hexafluoride equipment is shown at a geother-
mal power plant substation. New York is proposing 
new regulations on SF6, the most potent greenhouse 
gas. | Shutterstock
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FERC Approves Incentives for NY OSW Transmission
Settlement Proceeding Set for Proposed 10.7% Base ROE 
By John Norris

FERC approved transmission rate incentives 
for New York Transco’s Propel NY Energy 
project, but it ordered settlement proceedings 
on its proposed base return on equity of 10.7% 
(ER24-232).

Propel NY, a $2.7 billion 345-kV joint project 
between NY Transco and the New York Power 
Authority, was selected in NYISO’s public 
policy transmission needs (PPTN) assessment 
to deliver at least 3,000 MW from offshore 
wind farms near the Long Island coast. (See 
“Long Island PPTN,” NYISO Previews New York City 
Transmission Needs Assessment.) 

New York Transco is owned by Consolidated 
Edison Transmission, Grid NY, Iberdrola USA 
Networks New York Transco and Central 
Hudson Electric Transmission. In October, the 
company asked FERC to include Propel NY in 
the ISO’s Rate Schedule 13 tariff, which governs 
how developers recover costs, and to allocate 

project costs based on a statewide volumetric 
load-ratio share.

The company also proposed a cost contain-
ment mechanism to essentially bar it from 
recovering the first 20% of any cost overruns. 

FERC’s Dec. 26 order approved NY Transco’s 
request for 100% coverage for abandoned 
plant and construction work in progress 
(CWIP), and a 50-basis-point RTO participa-
tion adder. 

But the commission reduced the ROE risk 
incentive to 75 basis points from 150 and 
suspended the proposed base ROE of 10.7% 
pending the settlement procedures, saying it 
could not resolve differing methodologies and 
proxy groups based on the record before it.

Complaints
The state Public Service Commission, the 
City of New York and Multiple Intervenors, 
representing large industrial, commercial and 

institutional energy consumers, opposed the 
proposed base ROE, cost containment, RTO 
participation adder and risk incentive. 

They criticized the 10.7% ROE as inflated, and 
they argued that NY Transco failed to demon-
strate any special project risks. 

The commission’s ruling noted that it had not 
granted an ROE risk incentive greater than 50 
basis points since its 2012 policy statement on 
incentives. But it acknowledged that Propel 
NY “involves new, high-voltage, completely 
underground and submarine electric trans-
mission cables that will involve nearly 90 miles 
of excavation for underground cable in urban 
areas, underwater crossings and the need to 
directionally drill for 6,000 feet, as well as the 
construction of four transmission substations 
located in densely populated areas.”

“We find that the greater risks and challenges 
associated with those characteristics of the 
project warrant an increase in the level of 
ROE risk incentive compared to those earlier 

cases,” the commission 
said. “However, New York 
Transco has not justified 
an ROE risk incentive of 
150 basis points, which we 
find would be excessive in 
these circumstances.” 

Commissioner Mark 
Christie dissented, saying 
“the incentives granted 
in this order go beyond 
the commission’s prac-
tices and what should be 
accepted.”

Irrespective of the 
ultimate ROE calculation, 
Christie said, NY Trans-
co’s requested incentives 
would be “egregiously 
unfair to New York con-
sumers.” 

He further contended 
that since Propel NY was 
selected through NYISO’s 
PPTN for its “relatively low 
procurement, permitting, 
and construction risks,” 
the claim for extensive in-
centives to mitigate these 
already-assessed risks 
should be rejected. 

Map of Propel NY Energy transmission project | New York Transco
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Retired NYISO COO Rick Gonzales Shares Stories from Long Career 
By John Norris

When former Chief Operating Officer Rick 
Gonzales looks back on his more than two de-
cades at NYISO, two events stand out among 
all else: the Northeast blackout in 2003 and 
Superstorm Sandy in 2012.

The 2003 blackout cut power to 55 million 
people in the U.S. and Canada and reduced the 
ISO’s load by 80%. Gonzales found himself con-
tinuously on the control room floor performing 
engineering support duties and working with 
the control room operators to restore power. 
The key was getting the ISO’s biggest line 
reconnected with PJM. 

“I worked 24 hours straight that day,” Gonza-
les, who retired Dec. 31, said in an interview 
with RTO Insider. It was “probably the best day 
of my career, even though it’s probably the 
event that most people dread when they think 
about it.”

The blackout prompted Congress to enact the 
Energy Policy Act of 2005, which gave FERC 
authority to set mandatory reliability rules. 

Gonzales remembered three long days of work 
following Superstorm Sandy, which severely 
impacted New York, particularly New York City, 
killing more than 50 people and destroying 
thousands of homes and an estimated 250,000 
vehicles.

“[The storm] caused significant loss of gen-
eration and load, but we were able to keep 
the New York state grid up,” he said. “That 
was another really interesting event — really 
challenging event — but we came through it 
pretty well.”

Gonzales, who has been with NYISO since 
its inception in 1999, began working in the 
New York energy industry in 1987 when the 
ISO’s predecessor, the New York Power Pool, 
was responsible for grid operations. He was 
replaced as COO by Executive Vice President 
Emilie Nelson, effective Oct. 1. (See Emilie Nel-
son Named NYISO COO, Replacing Rick Gonzales.)

Reflecting on the early years at NYISO, he 
recalled “a lot of growing pains” and “regulato-
ry uncertainty.”

“Getting [NYISO’s] markets up was a great 
thing from a reliability perspective” he said, 
since under NYPP, “we didn’t have the level 
of control of operating resources that we 
have today. … It really was a great step in the 
right direction and a major improvement to 

reliability.” 

Gonzales recalled the debate over whether 
ISOs should be large, multistate regional trans-
mission owners like PJM or ISO-NE. Gonzales 
said he and other staff concluded that “there 
really wasn’t a lot of cost savings” in being a 
large, multistate operator, since the generating 
fleets of New York’s neighbors were similar to 
its own at the time.

At one time, “being a single-state ISO was 
viewed as a negative, when compared to the 
broader multistate ISOs,” he said. Now, how-
ever, being a single-state entity “makes things 
easier because we only have one regulator and 
one set of policies to try and implement.” 

“It’s been really intriguing to me over the years, 
how [being a single-state ISO] has turned from 
almost a negative into a positive attribute for 
the organized market in New York,” he added.

Asked for an insight he wanted to share with 
the next generation of leaders, Gonzales 
responded that “having a good technical foun-
dation” and “being able to interact with regula-
tors and stakeholders” are keys to success.

“So much of the energy industry is now 
charged with policy and regulatory directives,” 
he said. “So, it’s great to have a strong technical 
understanding of whether these new policies 
can work.”

NYISO’s Evolution
As the ISO has evolved from a basic grid oper-
ator responsible for keeping the lights on to a 
key player in New York’s clean energy shift it 
has been increasingly charged with providing 

unbiased technical information.

“I’ve seen a tremendous increase in the 
amount of information flowing out of NYISO to 
the state regulators primarily, but also to the 
Legislature,” he said, adding that ISO staff has 
been “doing a lot more outreach to these folks 
to provide them with unbiased information.”

Gonzales said he is optimistic about NYISO’s 
ability to adapt to the challenges of transi-
tioning from fossil fuels to renewable energy 
resources.

From an engineering perspective, the biggest 
risk is “maintaining the expected level of reli-
ability under this grid in transition,” he said. 

He said New York should study how other re-
gions transitioning away from fossil fuels, such 
as California, have faced reliability challenges. 

“I think that regulator’s fear is that if reliability 
is compromised and people’s lights go out, and 
it can be linked in any way, shape, or form to 
the new set of resources or policy initiatives, 
then the public may not be supportive [of this 
transition] in the long term,” he said. 

Gonzales said regulators “seem to understand 
that this [transition] is a difficult balance” and 
that the public broadly understands this chal-
lenge as well.

Gonzales also was asked about the role emerg-
ing clean energy resources, such as distributed 
energy resources (DERs) or dispatchable  
emissions-free resources (DEFRs), have in New 
York’s transition and the grid of the future.

Gonzales responded that these resources will 
be critical to achieving the goals of the state 
Climate Leadership and Community Protec-
tion Act (CLCPA), which calls for an 85% re-
duction in greenhouse gas emissions by 2050 
and a 40% cut by 2030.

“The DEFR question is really interesting be-
cause it could be anything,” he said. “It could be 
modular nuclear; it could be some iron-based 
battery or other long-term battery. But it’s 
such an unknown that it is difficult to opine on.”

He added that the ISO is close to implementing 
the software necessary to integrate DERs into 
the ISO’s markets, which should help signifi-
cantly with the state’s transition. 

“Anything that’s dispatchable, however, is 
going to be a good thing for grid operations,” 
he added. “And even though [DEFRs] may be 
subject to operational limitations, if we can 
model it, then we can make it work.” 

Retiring COO Rick Gonzales | NYISO
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PJM Tackled Market Changes and Transmission Expansion in 2023
Several Market and Operational Changes Devised in Wake of Winter Storm Elliott
By Devin Leith-Yessian

A long shadow was cast over 2023 by the final 
days of the preceding year as the December 
2022 winter storm, known as Elliott, brought 
the PJM grid to the brink, ushering in a year of 
stakeholder discussions to shore up the issues 
that the storm revealed.

While the RTO avoided the widespread 
outages seen in other regions during the 
storm, 46 GW of generation went on forced 
outage — prompting control room operators 
to issue a voltage-reduction alert and prepare 
for the possibility that load shedding might be 
required. Once the dust had cleared and the 
performance shortfalls for underperforming 
generators had been calculated, market sellers 
faced $1.8 billion in penalties.

In the months following the storm, PJM and 
stakeholders discussed concerns that capacity 
market structures had only narrowly avoided 
outages and the penalties meant to incentivize 
performance might prove punitive to the point 
of causing a surge in retirements and decelera-
tion in new entry.

The largest set of changes drafted this year are 
a pair of filings pending before FERC, encom-
passing components of proposals stakeholders 
drafted through the Critical Issue Fast Path 
(CIFP) process the PJM Board of Managers 
launched in February. The proposed market 
design would leave much of the Reliability Pric-
ing Model (RPM) design intact while revising 
the Capacity Performance construct, market 
seller offer cap (MSOC) calculation, risk mod-
eling and generation accreditation. (See “PJM 
Steams Ahead with CIFP Filing Timeline After 
FERC Deficiency Notices,” PJM MIC Briefs: Dec. 
6, 2023.)

The first of the two proposals (ER24-98) 
would effectively lower the maximum CP pen-
alties a resource can face in a year by basing 
the penalty calculation on the Base Residual 
Auction (BRA) clearing price, rather than the 
net cost of new entry (CONE). It would also 
limit bonus payments, which are derived from 
penalty payments, to capacity resources, mak-
ing energy-only generation ineligible. 

The filing would also revise the MSOC cal-
culation to allow generators to include more 
cost of risk in their offers even when their net 
avoidable-cost rate (ACR) is zero or negative.

The second filing (ER24-99) includes accred-
iting all resources under a marginal effective 

load-carrying capability (ELCC) framework, 
which PJM said would reflect the actual capac-
ity value that resources provide. The filing also 
would increase the granularity of risk model-
ing, tighten testing requirements for capacity 
resources and revise components of the fixed 
resource requirement (FRR) framework to 
align with the RPM.

After the commission issued deficiency no-
tices on both filings in November, PJM said it 
believes there remains a pathway to receiving 
approval for the market changes in time for 
them to be implemented for the 2025/26 BRA, 
which is scheduled to be conducted in June. 
The notices reset the 60-day timeline for the 
commission to issue an order on the propos-
als to two months after PJM’s responses; for 
ER24-98 that means an order by Feb. 6, and by 
Jan. 30 for ER24-99.

Throughout the four CIFP phases, PJM and 
stakeholders developed 20 proposals ranging 
from revising the CP penalty structure to 
major reworks of the capacity market, such 
as shifting to a seasonal construct or paying 
resources for each hour they are able to offer 
their capacity into the energy market. None of 
the packages ultimately received a recommen-
dation from the Members Committee in an 

Aug. 23 vote. (See PJM Stakeholders Vote Against All 
CIFP Proposals.)

The board also sought to reduce the risks 
generators face in the capacity market by 
tightening the triggers to initiate a perfor-
mance assessment interval (PAI), which the 
RTO argued in the CIFP filings would maintain 
an incentive to perform even with a lower 
maximum annual penalty. The commission 
approved PJM’s request on July 28. (See FERC 
Approves PJM Change to Emergency Triggers.)

The new rules add a requirement that a prima-
ry reserve shortage be in place paired with any 
of the following: a voltage reduction warning 
and reduction of noncritical plant load; manual 
load dump warning; maximum generation 
emergency action; or curtailment of nonessen-
tial building load.

In directing that the filing be made, the board 
chose half of a proposal endorsed by the 
MC in May, rejecting a stakeholder call for a 
reduction in the nonperformance penalties 
by basing the calculation on the BRA clearing 
price. While the annual stop-loss would be 
tied to capacity prices under the CIFP filing, 
the penalty rate would continue to be derived 
from net CONE. (See PJM Board Rejects Lowering 

PJM Board of Managers Chair Mark Takahashi | © RTO Insider LLC
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Capacity Performance Penalties.)

Settlement Reduces Elliott Penalties
While discussions on how to change PJM’s 
markets went on throughout the year, market 
sellers that underperformed during Elliott 
negotiated with PJM to reach a settlement to 
reduce the $1.8 billion in penalties they faced.

An agreement was reached in October to 
reduce the total sum to $1.25 billion, and 
FERC granted its blessing last month, resolv-
ing the bulk of the 15 complaints filed against 
PJM over its assessment and application of the 
penalties. (See FERC Approves Settlement Reducing 
PJM Penalties for Elliott Underperformance.)

In a concurrent order, FERC rejected a com-
plaint from Energy Harbor arguing that PJM 
had not properly accounted for a maintenance 
outage that partially reduced the output of its 
Sammis generator. The RTO argued that the 
generator also experienced a forced outage 
that could account for the entirety of the 
facility’s performance shortfall and therefore 
the maintenance outage was not an excuse for 
its underperformance.

The commission is still considering a second 
complaint not fully resolved by the settlement, 
an argument from the East Kentucky Power 
Cooperative (EKPC) that basing the penalty 
rate and annual stop-loss on net CONE, rather 
than the BRA clearing price, results in the 
potential for penalties being higher than the 
revenues a resource can earn in the market 
and is not just and reasonable.

PJM also sought to reduce the financial shock 
of the penalties by creating a new payment 
option that allows the penalties to be paid over 
the course of nine months, rather than by the 
end of the delivery year, at the cost of being 
subject to interest. Penalty payments are due 
by the end of the delivery year in which they 
are assessed under the standard schedule. The 
commission approved the alternative on April 
7, and about 30% of market sellers saddled 
with penalties chose the longer timeline. (See 
“FERC Approves Alternative Billing Schedule,” 
PJM: Elliott Nonperformance Penalties Total More Than 
$1.8B.)

New Stakeholder Groups Continue  
Reliability Discussions
Stakeholders have also launched three groups 
to investigate further changes to PJM’s mar-
kets and planning processes aimed at reducing 
reliability risks posed by shocks to the grid, 
such as winter storms, and the balance be-
tween generation deactivations, new resource 
entry and load growth. 

The Deactivation Enhancements Senior Task Force 
and Reserve Certainty Senior Task Force were both 
formed by the Markets and Reliability Com-
mittee in September, and the Long-Term Regional 
Transmission Planning Workshop began its work in 
July. (See PJM MRC/MC Briefs: Sept. 20, 2023.)

The RCSTF was created with a wide-ranging 
issue charge intended to address any deficien-
cies stakeholders identify in the near, inter-
mediate and long terms. The areas the group 
is tasked with investigating include reserve 
performance and penalties for not meeting 
obligations when called upon; ensuring that 
market offers reflect actual resource capabil-
ity and fuel procurement; how reserves are 
deployed and in what quantity; requirements 
for a resource to provide reserves; and how 
to incentivize resource flexibility. Thus far the 
group has been focused on education provided 
by PJM and the Independent Market Monitor 
around how reserve resources fit into the 
RTO’s markets.

The DESTF is charged with considering 
changes to the timeline on which generators 
are required to notify PJM of their intent to 
deactivate and how generators that agree to 
retire past their desired offline date are com-
pensated under reliability-must-run (RMR) 
contracts. During discussions around the task 
force’s creation, PJM and the Monitor said that 
the number of large generators deactivating is 
likely to accelerate over the coming years and 
that the RTO’s mechanisms for replacing the 
energy provided by retiring resources would 
function better with additional notice. Gener-
ation owners are only required to provide 90 
days’ notice of their intent to cease operations.

The task force began the interest identifica-
tion process during its Dec. 8 meeting, with 
stakeholders detailing goals of ensuring that 
deactivation notices provide adequate time 
for solutions to be implemented and compen-
sation is provided for all services resources 
provide.

PJM has been forming a proposal during 
LTRTP meetings to create a 15-year planning 
horizon that would forecast the future balance 
between load and generation under three sce-
narios: a base case focused on reliability needs 
and near-term solutions that can resolve them, 
and two looking at state legislation and objec-
tives that may affect load — such as electrifica-
tion — and generation, such as environmental 
policies prompting deactivations or renewable 
development.

New Generation Interconnection Process 
Intended to Clear Projects Faster
PJM has completed the process of sorting 616 

generation interconnection requests into two 
transitional queues, one of the first steps in the 
transition from a first-come, first-served seri-
alized study process to the clustered approach 
FERC approved in December 2022. (See FERC 
Approves PJM Plan to Speed Interconnection Queue.)

In a Dec. 21 announcement of the milestone, PJM 
said the projects were evenly split between 
the expedited process, or “fast lane,” and first 
transition cycle (TC1). The fast lane is designed 
to allow projects requiring relatively smaller 
grid upgrades to be approved quicker, with fi-
nal documentation expected through this year. 
Studies of projects in TC1 may be complete in 
2025.

PJM said it anticipates studies being complet-
ed on about 300 projects in 2024, allowing 
26,000 MW of nameplate capacity to move 
another step closer to construction. By mid-
2025, it expects an additional 46,000 MW to 
have completed the new process.

The transition to the new study process 
began in mid-July when PJM opened a 60-
day window for projects to meet readiness 
requirements, namely showing that they have 
site control and making deposits towards the 
study costs. The system of increasingly large 
deposits and requirements on developers as 
they move through the study process is meant 
to reduce the number of speculative projects 
to allow PJM staff to focus on those most likely 
to reach commercial operation.

Half of the 72 GW in projects expected to have 
their studies completed through 2025 are 
solar, growing to 65% when solar-and-storage 
 hybrids are included. Standalone solar makes 
up a further 12.7% of project proposals, 
followed by offshore wind at 8.2% and onshore 
wind at 6.1%. Merchant transmission contrib-
utes another 5.7%, and 1,647 MW of natural 
gas adds 2.3%.

The amount of time to get a signed generation 
interconnection agreement has been cited as 
one of the key hurdles in bringing more capac-
ity online, one of the challenges PJM identi-
fied in its February “4R’s” white paper. The 
report stated that the pace of new generation 
development is not set to keep pace with load 
growth, particularly from data centers, and 
generation deactivations. (See PJM Whitepaper to 
Highlight Future RA Concerns.)

Developers at a Solar Focus conference in 
November said the prospect of a project pro-
posed today not having its study initiated until 
2026, and the in-service date being as far out 
as 2030, has made grid-connected projects a 
hard sell. When looking to site solar projects in 
the PJM footprint, Steve Swern of Sol Systems 
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said the company is bypassing the queue by 
approaching utilities to connect to their distri-
bution grids. (See Solar Developers Sing Mid-Atlantic 
Interconnection Blues.)

PJM has argued that the issues slowing re-
newable development go beyond the intercon-
nection queue, stating that about 40 GW of 
projects have cleared the queue but have yet 
to be built, often because of issues with siting 
and permitting, procurement timelines and 
financing.

During a Dec. 24 Interconnection Process 
Subcommittee meeting, PJM’s Jonathan 
Thompson said projects that have been placed 
in the expedited queue following the com-
pletion of their readiness studies can still be 
shifted to TC1 if the short-circuit, stability or 
feasibility analyses determine that the project 
will require grid upgrades larger than $5 
million.

Thompson told stakeholders that PJM will 
carry over the study deposits developers have 
already made to cover the initial deposits 
under the new process, but additional deposits 
will be required further into the process.

PJM also introduced the Queue Scope tool, 
which allows users to explore the potential 
transmission upgrades needed to construct 

a generator at specific locations and how it 
might impact grid congestion.

Data Center Growth, Deactivations  
Create Need for New Transmission
One of the largest transmission buildouts PJM 
has seen was given the greenlight by the board 
last year to address 11,000 MW in generation 
deactivations and about 7,500 MW of new 
data center load in Northern Virginia, high-
lighting the potential impacts of the challenges 
that the new stakeholder groups intend to 
address. (See FERC Approves PJM RTEP Projects over 
State Protests.)

The estimated $5 billion package of trans-
mission projects the board approved on Dec. 
11 would build lines spanning Maryland, 
Pennsylvania, Virginia and West Virginia, 
with a particular focus on bringing power into 
so-called Data Center Alley, around Dulles 
Airport in Virginia, and into Baltimore, where 
the retirement of the Brandon Shores genera-
tor poses reliability risks. The Brandon Shores 
retirement also prompted the $796 million 
Grid Solutions Package as part of the Regional 
Transmission Expansion Plan projects the 
board approved in July. PJM expects to update 
stakeholders on the status of RMR discussions 
with Talen Energy, owner of Brandon Shores, 

in the coming months.

State consumer advocates said both the 
December and July RTEP approvals high-
lighted flaws with PJM’s planning processes, 
which they argue leave inadequate time for 
stakeholders and the public to understand 
and comment on the final projects before they 
are brought to the board. Dozens of residents 
from regions the transmission lines would 
pass through objected to the proposal, citing 
disruption of historic communities, agricultural 
land and nature preserves; the inclusion of 
greenfield components rather than utilizing 
existing rights of way; the cost to ratepayers; 
and the possibility that the project would 
support load growth through 2028 but prove 
insufficient should Data Center Alley continue 
to grow.

A pocket of data centers is also driving $579.5 
million in transmission upgrades in Ohio, with 
an estimated consumption of about 3,000 
MW. Unlike the projects in Virginia, the Ohio 
projects would affect infrastructure below the 
500-kV threshold to initiate the competitive 
process for soliciting proposal designs. (See 
“Data Center Growth in Ohio Contributing to 
Nearly $600 Million in Transmission Up-
grades,” PJM PC/TEAC Briefs: May. 9, 2023.) 
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PJM MRC/MC Briefs
Markets and Reliability 
Committee
Stakeholders Endorse Multi-schedule 
Modeling Solution
VALLEY FORGE, Pa. — The PJM Markets and 
Reliability Committee on Dec. 20 endorsed 
a proposal to add multi-schedule modeling 
capability to the market clearing engine (MCE) 
without causing a substantial increase in 
computational times. It would do so by using a 
formula to narrow the number of market seller 
offers entered into the engine.

The proposal, originally sponsored by PJM 
at the Market Implementation Committee, 
would adopt the formula currently used in the 
day-ahead market to select one schedule from 
a resource to be modeled by the MCE, with 
the aim of arriving at the lowest total dispatch 
cost. The introduction of multi-schedule 
modeling is one part of a larger overhaul of the 
engine under PJM’s Next Generation Mar-
kets (nGEM) initiative. (See “Endorsement of 
Multi-schedule Modeling Solution Deferred,” 
PJM MRC/MC Briefs: Nov. 15, 2023.)

The package received 72% support, heading 
off consideration of an alternative brought  
by GT Power Group and PJM that modified  
the formulaic approach by reducing the offer 
types considered when a resource is mitigat-
ed for market power and during emergency 
conditions. Resources that fail the three- 
pivotal-supplier (TPS) test would be mitigated 
to their cost-based offers, disregarding any 
price-based offers; during emergency condi-
tions, capacity resources would be limited to 
their price-based parameter-limited offers.

The new approach is meant to address an issue 
PJM identified with multi-schedule modeling 
in which the number of configurations under 
which a combined cycle generator can operate 
leads to a large number of schedules that those 
resources can offer into the real-time market. 
Considering all of those schedules would lead 
to an exponential increase in computational 
times, exceeding the 2.5-hour clearing window, 
PJM said in the MIC-approved problem statement.

The changes to the MCE redesign planned in 
the nGEM process also includes expanding 
the ability to consider the varying operating 
models for energy storage and hybrid resourc-
es, which PJM said may also increase solution 
times.

PJM’s Danielle Croop said the formulaic 

approach will look at the highest configuration 
for combined cycle generators and will be 
applied to storage when those resources are 
discharging.

Deputy Independent Market Monitor Cath-
erine Tyler said PJM’s approach would open 
new opportunities for market power exercise 
and market manipulation that don’t exist now, 
particularly through a “crossing curves” issue 
where the engine considers offers only at their 
economic minimum (EcoMin) value even if 
that offer becomes more expensive at higher 
outputs. The alternative motion sought to 
address that possibility by using cost-based 
offers to mitigate resources that have the 
potential to exercise market power and using 
parameter-limited schedules during emergen-
cy scenarios.

Tyler also highlighted a concern that by only 
considering one of a resource’s cost-based 
offers, dual-fuel generators may be selected 
to run on a schedule using a fuel that is not 
economical for a portion of the day. She said 
that neither of the proposals before the MRC 
would have resolved the issue.

Paul Sotkiewicz, president of E-Cubed Policy 
Associates and representing J-Power USA, 

said PJM’s proposal puts market monitoring 
ahead of least-cost operations. But he argued 
that it is still the best choice for implementing 
multi-schedule modeling out of a series of bad 
options stemming from the vendor adminis-
tering the nGEM being unable to deliver on 
its promised capabilities. He argued that PJM 
could have invested more effort into exploring 
algorithms and higher computational power as 
solutions that leave market design intact.

PJM Presents Regulation Market Rework
Stakeholders endorsed a proposal to over-
haul the regulation market to operate on a 
single price signal and rely on two products 
representing a resource’s ability to adjust 
their output up or down. (See “PJM Presents 
Regulation Market Rework,” PJM MRC/MC Briefs: 
Nov. 15, 2023.)

The proposal would shift the market to a single 
signal and resources offering regulation up 
and down products, rather than the current 
approach of having both Regulation A for 
long deployments and Regulation D for fast 
response paired with a bidirectional product 
offered by generators.

The market redesign also contains several 
smaller changes, including using a ramp- 
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limited lost opportunity cost (LOC) calcula-
tion designed to avoid overestimating LOC; a 
30-minute clearing and commitment period; 
and a reworking of performance scoring to 
only consider the precision of a resource’s 
deployment, rather than accuracy, delay and 
precision. The number of qualification tests for 
new resources would also drop from three to 
two, and disqualified resources would need to 
pass one test rather than three to re-enter the 
market. Croop said PJM’s experience has been 
that the number of tests conducted is higher 
than necessary.

Croop said PJM intends to bring the proposal 
to the Members Committee for endorsement 
this month and would likely ask FERC for a 
one-year implementation period, with a pro-
spective effective date in spring 2025.

The market overhaul would be split into two 
phases, with the first year introducing all 
the changes except the RegUp and RegDn 
products, which would be added in the second 
year. Croop said implementing the products in-
volves many changes and splitting the proposal 
into phases would provide the time necessary 
to do the work properly without holding up the 
other components.

Monitor Joe Bowring said the proposal would 
significantly improve the regulation market, 
but it also raises several areas of concern. He 
said the plan to introduce separate regulation 
up and down products is “clearly not fully 
developed and requires more modeling to 
understand the potential impacts, including 
interactions with the energy market.”

Bowring also said the proposal includes 
inflated opportunity costs that are inappropri-
ately carried from hour to hour in the hourly 
regulation market. He argued that regulation 
revenues should be included in the calculation 
of uplift payments, as they had been in the 
past, to be consistent with the treatment of 
all other market revenues in defining the need 
for uplift. The arbitrary exclusion of regulation 
revenues results in an unsupported increase in 
uplift payments, he said.

While generation revenues likely would 
decline due to the LOC changes, Calpine’s 
David “Scarp” Scarpignato said the changes are 
still needed because of how dysfunctional the 
market is.

Energy Price Formation Senior Task 
Force Sunset
The MRC voted to sunset the Energy Price 
Formation Senior Task Force as part of the 
consent agenda, concluding a process focused 
on creating a “circuit breaker” to limit extreme 
pricing that outweighs any added reliability.

The group considered several packages, but 
none received majority support from the 
task force. Two were brought to the MRC in 
October 2022, where they also did not receive 
endorsement during a December 2022 vote. 
Greg Poulos, executive director of the Con-
sumer Advocates of the PJM States, said ad-
vocates were frustrated that the process was 
being closed before a circuit breaker design 
could be reached and are concerned about 
the potential for PJM to see the price spikes 
ERCOT experienced during the February 2021 
winter storm. (See “Two Proposals on ‘Circuit 
Breaker’ Fail,” PJM MRC/MC Briefs: Dec. 21, 2022.)

Scarp said a decision ultimately had to be made 
and many flaws were identified with the circuit 
breaker designs.

“Sometimes the medicine is worse than the 
disease you’re trying to cure,” he said.

Members Committee
Elections Held for Several Stakeholder 
Positions
The MC approved a slate of new Finance 
Committee members, sector whips and its vice 
chair for 2024.

Lynn Horning, director of PJM regulatory 
affairs at American Municipal Power, was se-
lected to be the MC vice chair, which puts her 
in place to assume the chair position in 2025 

under the committee’s rotating schedule.

The new Finance Committee members, whose 
terms expire in 2026, include:

• Barney Farnsworth, of the Wellsboro Elec-
tric Co., representing Electric Distributors;

• Poulos, representing End-Use Customers;

• George Kogut, of the New York Power Au-
thority, representing Other Suppliers; and

• Gary Mason, of Monongahela Power, repre-
senting Transmission Owners.

The 2024 sector whips, who serve one-year 
terms, include:

• Bill Pezalla, of Old Dominion Electric Coop-
erative, for Electric Distributors;

• Poulos, for End-Use Customers;

• Scarp, for Generation Owners;

• Steven Kirk, of NextEra Energy Marketing, 
for Other Suppliers; and

• Jim Davis, of Dominion Energy, for Transmis-
sion Owners.

Scarp, the outgoing MC chair, finished his term 
by saying 2023 will go down as a consequential 
year of change for PJM, with several major 
changes made to the markets to bolster 
reliability and prepare for the clean energy 
transition. He said stakeholders worked 
constructively during the Critical Issue Fast 
Path process, resulting in two filings pending at 
FERC that support the fundamentals of supply 
and demand.

Multi-schedule Modeling Proposal  
Approved
The committee also endorsed PJM’s proposal 
for implementing multi-schedule modeling, 
receiving 70% sector-weighted support. The 
item was added to the committee’s agenda 
following the MRC vote. 

— Devin Leith-Yessian
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FERC Approves Settlement Reducing PJM Penalties for Elliott Underperformance
By Devin Leith-Yessian

FERC approved a settlement between PJM 
and 81 parties to reduce the $1.8 billion in 
non-performance charges assigned to gener-
ators that did not meet their capacity obliga-
tions during the December 2022 winter storm 
(ER23-2975, EL23-53).

The commission’s Dec. 19 order lowers the 
penalties to approximately $1.25 billion, a 
nearly 32% reduction, and resolves the bulk 
of the 15 complaints generators filed over the 
charges. In a separate order, the commission 
rejected a complaint from Energy Harbor 
disputing how PJM factored a maintenance 
outage into its calculation of the W.H. Sammis 
coal generator performance shortfall. 

“PJM appreciates the cooperation of its  
members who participated in the FERC- 
supervised settlement proceedings and 
reached this consensus-based resolution, 
allowing the PJM stakeholder community to 
focus on improvements and solutions going 
forward,” PJM General Counsel Christopher 
O’Hara said in an Inside Lines post regarding 
the commission’s order.

The agreement caps off months of settlement 
judge procedures the commission initiated 
June 5 resulting in the agreement reached in 
September. All of the complainants supported 
the agreement, with the exception of the Old 
Dominion Electric Cooperative (ODEC), which 
joined as a non-opposing party. (See Settlement 
over PJM Elliott Penalties Receives Broad Support.)

Because the collection process for the penal-
ties already is well underway, reduction of the 

penalties will involve recipients of overperfor-
mance bonus payments returning a portion of 
their allocations. Under the capacity perfor-
mance structure, underperformance penalties 
are paid out to generators that exceeded their 
expected performance during emergency 
conditions.

During the Dec. 20 Markets and Reliability 
Committee meeting, PJM Executive Vice 
President of Market Services Stu Bresler said 
staff are drafting an FAQ detailing how the set-
tlement will be implemented, the effects it will 
have overall and how companies can calculate 
the change to their penalties and overperfor-
mance bonuses.

PJM and supporters of the settlement argued 
it would reduce market disruption that could 
result from penalties of that magnitude and 
protracted litigation about their legitimacy.

Chief Keystone Power and Chief Conemaugh 
Power raised the only objections to the settle-
ment, but were overruled by the commission, 
which found the companies had lost their 
chance to be party to the agreement by waiting 
until after it had been filed with FERC to seek 
intervenor status and file a protest.

“Allowing entities to intervene in the new dock-
et generated by the filing of a settlement, when 
such entities did not participate in the underly-
ing dockets and settlement discussions, would 
run contrary to cases where the commission 
has disallowed parties to intervene for the first 
time after the parties have agreed to a settle-
ment,” the order says.

The settlement left two issues raised by 

Energy Harbor and the East Kentucky Power 
Cooperative (EKPC) open for the commission 
to decide: how to calculate the penalties the 
Sammis facility is responsible for, and an argu-
ment the cooperative made that the capacity 
performance penalty structure and annual 
stop loss are unjust and unreasonable without 
a connection to generators’ capacity market 
revenues.

In its complaint, Energy Harbor argued that 
PJM had effectively disregarded a 300-MW 
maintenance outage the Sammis facility was 
on at the time of Winter Storm Elliott by 
subtracting the outage from the resource’s 
installed capacity (ICAP) value. The compa-
ny said that was the wrong figure to look at, 
since it includes both committed capacity and 
uncommitted capacity the resource is not 
obligated to make available during emergency 
procedures. Instead, it made the case that PJM 
should have netted it against the performance 
shortfall it experienced — the difference be-
tween its expected and actual output used to 
derive the penalties.

PJM stated that excused outages, such as for 
maintenance, can reduce only a capacity re-
source’s performance shortfall and associated 
penalties if it is the sole reason the generator 
did not meet its obligation. In this case, PJM 
said forced outages Sammis experienced Dec. 
23 and 24 accounted for the full shortfall.

“Even taking into account the maintenance 
outage of 300 MW, Energy Harbor should 
have been able to meet its expected perfor-
mance. It failed to do so, because of the forced 
outages of Units 5 and 7. Hence, the mainte-
nance outage was not the sole cause of Energy 
Harbor’s inability to meet its expected perfor-
mance as the tariff requires,” the commission’s 
order says.

The EKPC complaint argued that basing the 
penalty rate and annual stop loss on the net 
cost of new entry (CONE), rather than the 
Base Residual Auction (BRA) clearing price, 
results in the potential for penalties being 
higher than the revenues a resource can earn 
in the market. The commission has yet to issue 
an order on that filing.

In a filing at the conclusion of the critical issue 
fast path (CIFP) process, PJM proposed to 
revise the calculation of the annual stop-loss 
limit to be based on the BRA clearing price 
and retain the penalty rate derived from net 
CONE. (See “PJM Steams Ahead with CIFP Fil-
ing Timeline After FERC Deficiency Notices,” 
PJM MIC Briefs: Dec. 6, 2023.) 

PJM's Chris O'Hara | © RTO Insider LLC
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Southeast

SEEM’s Opponents Return to DC Circuit
FERC Again Allows Rehearing Request to Expire
By Holden Mann

Opponents of the Southeast Energy Exchange 
Market (SEEM) asked the D.C. Circuit Court of 
Appeals on Dec. 18 to review FERC’s approval 
of the market in 2021 after the commission 
once again denied their request for rehearing 
this year.

The D.C. Circuit remanded FERC’s SEEM ap-
proval to the commission in July (ER21-1111, et 
al.), agreeing with the market’s opponents — a 
consortium of environmental groups including 
Advanced Energy United, the Clean Energy 
Buyers Association, the Natural Resources 
Defense Council and the Southern Alliance 
for Clean Energy — that the commission was 
wrong to deny requests for rehearing follow-
ing the initial approval because they were filed 
too late. (See DC Circuit Sends SEEM Back to FERC.)

When FERC approved the SEEM agreement in 
2021, it did so by operation of law rather than 
by majority vote because commissioners were 
still split 2-2 when the deadline for approval 
arrived on Oct. 10. Under the Federal Power 
Act, in such a situation the measure under 
consideration is automatically considered 
approved.

AEU and other petitioners filed a motion for 
rehearing on Nov. 12, which FERC denied, 
claiming that the petition was submitted after 
the 30-day deadline for rehearing motions ex-
pired. But the court ruled this July that because 
the approval date fell on a Sunday, and the 
following 30 days included two holidays, Nov. 
12 was the correct due date for the motion. As 
a result, the court ordered FERC to deal with 
the rehearing request on its merits, issuing a 
mandate to that effect on Sept. 19, 2023.

In their court filing, AEU and the other pe-
titioners claimed that “the court’s mandate 
reset the 30-day clock” for the commission to 
act on their rehearing request. However, as of 
Oct. 18 — 30 days after the court’s September 
order — FERC had not acted on the petition. 
The petitioners therefore argued that FERC 
had once again denied the request and called 
on the court to review the SEEM approval 
directly.

The court’s July decision also vacated FERC’s 
approval of SEEM’s non-firm energy exchange 
transmission service and found that it erred 
when determining that the market is not a 
loose power pool, remanding both decisions to 
the commission. FERC has not yet responded 

to this part of the court’s order, and AEU and 
the other petitioners did not ask the court to 
take up these issues in their filing.

SEEM has faced criticism since before it 
began operations in November 2022. The 
market’s founding members — a group of 
utilities including Duke Energy, Southern Co., 
the Tennessee Valley Authority and Dominion 
Energy — promised that the expansion of bilat-
eral trading in 12 Southeastern states would 
reduce trading friction while promoting the 
integration of renewable energy resources.

However, its critics, including those involved in 
this week’s petition, continue to argue that the 
market would entrench the power of monop-
oly utilities while providing limited benefits to 
customers. Chris Carmody, executive direc-

tor of the Carolinas Clean Energy Business 
Association, recently told RTO Insider that 
SEEM “needs dramatic reform” in order to be 
successful. In its first year of operations, the 
market has averaged about 72 MWh in hourly 
activity, a small fraction of the 1,323 MWh that 
sponsors projected before trading began. (See 
After One Year, SEEM Still Drawing Criticism.)

Duke and other sponsors have said they are 
working to increase the number of successful 
trades through means such as automated tools 
to improve matches and additional training to 
help potential trading partners connect. The 
utilities also expressed confidence that FERC 
will allow trading on the market to continue 
despite the D.C. Circuit remanding the com-
mission’s approval decision. 

D.C. Circuit Court of Appeals | D.C. Circuit Court of Appeals
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Conditions Finally Reverted to (Somewhat) Normal for SPP in 2023
RTO Progresses on Resource Adequacy, Western Markets
By Tom Kleckner

During SPP’s quarterly board meeting in 
October, CEO Barbara Sugg reflected on 
her tenure, which began shortly before the 
COVID-19 pandemic shut down the world in 
2020.

“It is nice that after three and a half years as 
the CEO, we’re not talking about the pandemic 
anymore,” she told directors and stakeholders. 
“And we haven’t had a recent 100-year storm 
[in 2023].”

True. While the past year did not include a 
winter storm like those in February 2021 (Uri) 
and December 2022 (Elliott), it did include 
record-breaking heat during the summer that 
taxed the SPP system.

The grid operator broke the previous all-time 
peak several times before finally registering a 
record of 56.2 GW in August, a month during 
which it issued six conservative operations 
advisories for its footprint. Capacity dropped 
to 200 MW at one point during the summer, 
second only to the losses the RTO suffered 
during Winter Storm Uri. Imports from neigh-
bors saved SPP both times.

“The summer was particularly challenging 
for us. It really tested our operators and your 
system operators as well,” Sugg told stakehold-
ers. “The summer peak was 5% higher than the 
last summer, which was 5% higher than the 
summer before, which is incredible.”

Sugg said she is particularly concerned about 
the growth in demand and the variability of 
renewable resources. She pointed to a day in 
June when wind and solar resources produced 
only 111 MW at one point.

“That helps us really think about what we 
need to do to maintain reliability in the volatile 
climate,” she said. “The operating conditions 
certainly highlight the importance of maintain-
ing the generation fleet and getting accredita-
tion right for both conventional and renewable 
resources, and getting that to be as accurate as 
it can be.”

To that end, SPP created the Resource and 
Energy Adequacy Leadership (REAL) Team to 
mitigate resource adequacy risks and develop 
policies on fuel assurance, demand response 
and accreditation. The team — a cooperative 
effort between the Board of Directors, state 
regulators and stakeholders — has already 

signed off on performance-based accredita-
tion for conventional resources and effective 
load-carrying capability accreditation for wind, 
solar and storage resources.

The REAL Team is waiting on the biennial loss-
of-load expectation study to be finalized this 
spring. The study will fuel the effort to deliver 
winter and summer planning reserve mar-
gins to the team and to the July governance 
meetings.

FERC added to the REAL Team’s workload in 
November when it rejected SPP’s proposed 
winter resource adequacy requirement. How-
ever, the commission said the RTO can address 
FERC’s concerns and resubmit the proposal 
(ER23-2781). (See ‘Therapy Session’: SPP REAL Team 
Reviews Draft LOLE Study.)

Coming on the heels of Winter Storm Elliott, 
SPP set as its first goal improving grid resil-
ience to prepare for extreme weather events. 
Staff have included winter scenarios in its 
2024 and 2025 transmission plans and com-
pleted numerous recommendations from its 
review of the recent winter storms.

Another major priority for SPP has been 
improving a generator interconnection queue that 
contains more than 500 projects and more 
than 100 GW of capacity. Sugg said the RTO is 
still on track to meet its stated goal of clearing 
the original GI backlog and the 2022 cluster 
by the end of this year, having processed 93 
GI agreements last year. Staff processed 37 
agreements in 2022.

“I’m actually extremely optimistic about how 
far we will get with the ’22 and ’23 clusters ... 
which is a far cry from where we were years 
ago when you were looking at four or five 
years to get answers on your generator inter-
connection requests,” Sugg said.

SPP also celebrated a $464 million grant from 
the Department of Energy to help fund its joint 
targeted interconnection queue projects with MISO. 
The portfolio and its five high-voltage trans-
mission lines, recently revised to cost $1.86 
billion, were one of several grid resilience and 
improvement projects to be awarded DOE 
funding from the Infrastructure Investment 
and Jobs Act. (See DOE Announces $3.46B for Grid 
Resilience, Improvement Projects.)

But that’s just SPP’s Eastern Interconnection 
footprint. Out West, where the grid operator 
is involved in several reliability and market 
initiatives, it received commitments from nine 
utilities that want to join its RTO West when 
it goes live in 2026. They are now obligated to 
reimburse the RTO for development expenses 
if membership agreements are not executed in 
March 2026.

In November, SPP began operating the 
Western Resource Adequacy Program 
(WRAP) on behalf of the Western Power Pool. 
The WRAP’s operations program produces 
seasonal forecasts to help determine whether 
participants have sufficient resources, and it 
enables anyone with a deficit to secure addi-
tional resources.

Western stakeholders and staff are well into 
the first developmental phase of Markets+, an 
RTO-light bundle of day-ahead and real-time 
market services. As 2023 wound down, 
stakeholders endorsed, and the Markets+ 
leadership approved, the market’s governance 
plan, helping clear much of the road to filing a 
tariff at FERC in February. (See IMIP Approves 
SPP Markets+ Governance Tariff Language.)

SPP’s Western Energy Imbalance Service 
added three Colorado utilities in April, expand-
ing the reliability coordination market from 
4.5 GW to 13.5 GW. The real-time balancing 
market, operational since 2019, provided an 
estimated $31.7 million in net benefits to its 
12 participating utilities in 2022 at a benefit- 
to-cost ratio of 7-to-1, according to SPP 
analysis. The RTO said this resulted in reduced 
wholesale electricity costs by an average of 
$1.35/MWh over the year. 

SPP CEO Barbara Sugg delivers a president's report 
to the Board of Directors. | © RTO Insider LLC
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DC Circuit Rejects LES Appeal on FERC Order
By Tom Kleckner

A federal appeals court on Jan. 2 rejected 
Lincoln Electric System’s request to review a 
2022 FERC decision turning down the Nebras-
ka utility’s request to recover costs from its 
investment in a Wyoming generating facility.

The D.C. Circuit Court of Appeals said the 
commission correctly ruled the proposal as 
“unjust and unreasonable” to recover Lincoln 
Electric’s costs for Laramie River Station (LRS), 
which is located in a different SPP transmis-
sion pricing zone than the one assigned to the 
utility (22-1205).

At issue is Lincoln Electric’s joint ownership of 
LRS along with Basin Electric Power Coop-
erative, Tri-State Generation & Transmission 
Association and the Western Minnesota Mu-
nicipal Power Agency/Missouri River Energy 
Services. The 1,700-MW, coal-fired facility is in 
eastern Wyoming and SPP’s Zone 19. Lincoln 
Electric is in Zone 16.

Lincoln Electric transferred operational 
control of its Nebraska facilities when it joined 
SPP in 2009. However, it has not done the 
same for the LRS facilities, choosing to recover 
those costs through rates charged to its Zone 
16 customers. 

In 2021, SPP filed tariff revisions at FERC 
modifying Lincoln Electric’s formula rate 

template to allow recovery from Zone 19 
customers. The LRS owners and the zone’s 
transmission providers protested the filing, 
pointing out that SPP does not control Lincoln 
Electric’s LRS interest and that the proposal 
would illegitimately shift costs to Zone 19 
customers.

“Lincoln’s proposal violates the cost-causation 
principle because Lincoln invested in LRS to 
serve its Zone 16 customers only,” Judge Kar-
en LeCraft Henderson wrote. “That principle 

does not support Lincoln’s recovery of any of 
its LRS investment from Zone 19 customers, 
who did not cause Lincoln to incur these costs.”

Henderson noted that Basin Electric and Mis-
souri River both transferred to SPP operation-
al control of their LRS facilities.

“FERC reasonably found Lincoln’s proposal 
unjust and unreasonable, and it correctly in-
terpreted its precedent and rejected Lincoln’s 
undue discrimination claim,” she said. 

SPP Adds New Security Officer to Leadership Team
SPP announced Jan. 3 that it has selected 
Felek Abbas as its next chief security officer, 
effective immediately, to oversee the RTO’s 
cyber and physical security, emergency man-
agement and business continuity.

CEO Barbara Sugg said Abbas has the 
necessary expertise to help SPP address the 
“challenges presented by a global cyber threat 
landscape.”

“Cyber and physical security is a very real risk 
to the electric utility industry,” she said.

Abbas has nearly 30 years of electric industry 
experience in cybersecurity, engineering, con-
sulting, risk management, audit and compli-
ance. He most recently served as senior man-
ager of cybersecurity for power and utilities 
at Ernst & Young, where he supported clients 
with cybersecurity program transformations in 

both IT and operational technology.

He has additional experience as a NERC Criti-
cal Infrastructure Protection (CIP) compliance 
adviser and auditor, where he helped shape 
and implement the NERC CIP v5 cyberse-
curity standards. Abbas also has operational 
experience as a SCADA engineer at Progress 
Energy, Mirant Corp. and Georgia Power. He 
holds an electrical engineering degree from 
Auburn University and is a certified informa-
tion systems security professional.

Sam Ellis, SPP vice president of information 
technology, will transfer his security respon-
sibilities to Abbas and focus on future grid 
strategies and ensuring the RTO has the right 
technologies to support the organization’s 
strategic aspirations. 

— Tom Kleckner
Felek Abbas | SPP

Laramie River Station, co-owned by Lincoln Electric System and three other utilities. | Basin Electric Power  
Cooperative
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IMIP Approves Markets+ Governance Tariff Language
By Tom Kleckner

SPP’s Markets+ senior leadership closed out 
2023 by approving the day-ahead market’s 
proposed governing document, a significant 
milestone in the grid operator’s drive to file a 
tariff with FERC in early 2024.

The Interim Markets+ Independent Panel 
(IMIP), composed of three of SPP’s indepen-
dent directors, signed off on the document 
during a Dec. 19 conference call. 

The stakeholder-driven Markets+ Participants 
Executive Committee (MPEC) endorsed the 
governance structure earlier in December. 
However, the structure received only 73% of 
the favorable votes over concerns by indepen-
dent stakeholders that weighted voting factors 
could lead to unintended consequences in 
their sector. (See SPP’s MPEC Approves Markets+ 
Governance Plan.)

The IMIP accepted a friendly amendment 
to defer consideration of the independents 
voting structure until a future meeting. SPP 
general counsel Paul Suskie said he will work 
with MPEC Chair Laura Trolese to set up more 
discussions before its Jan. 23-24 meeting in 
Westminster, Colo.

“We’re encouraging the MPEC to have addi-
tional conversations and a discussion before 
the meeting itself regarding those voting with-
in the independent sector,” IMIP Chair Steve 
Wright said. (The IMIP is serving as an interim 
governance body until a MIP is agreed upon in 
a later phase of Markets+.)

Under the governance rules adopted by 
MPEC on Dec. 7, votes by the investor-owned 
utilities and public power member sectors will 
be weighted based on their load share. Voting 
among the independents will be structured to 
ensure that participants contributing gener-
ation to the market receive two-thirds of the 
sector vote, while those without generation 
receive one-third.

The Northwest and Intermountain Power Producers 
Coalition (NIPPC), representing independent 
generation developers and storage, power 
marketers and affiliated companies, was 
unsuccessful in seeking to continue the status 
quo of giving each independent member a 
single vote within the sector. 

NIPPC’s executive director, Spencer Gray, 
reminded those on the call that the MPEC’s 
governance vote was on the attachment as  

a whole. 

“I don’t want to guess how the rest of the 
sector who voted no would have voted if the 
issue were just narrowly on this part of the 
governance attachment,” he said. “I wouldn’t 
want an amendment to the motion and approv-
al of that to constrain us to the degree we can’t 
address that connected issue to the intersec-
tor voting, but it’s not narrowly limited to what 
the weighting of the vote is. It’s a secondary 
important issue anticipating tensions in the 
future in the market.”

“All we’re doing is acknowledging more work 
needs to be done on this particular section,” 
the IMIP’s John Cupparo said. “That doesn’t 
preclude conversations on the rest of it, even 
with the approval.”

The approved language also spells out Mar-
kets+’s functions, including: the makeup and 
roles of SPP’s Board of Directors, permanent 
MIP, MPEC, Markets+ State Committee and 

other standing committees; the MIP election 
process; meeting policies; the voting process 
for market policies; and process for appealing 
decisions. It also covers the establishment of 
working groups and task forces, the role of 
SPP staff, and attendance and proxy voting 
policies.

The Markets+ Greenhouse Gas Task (GHG) 
Force reported progress in its effort to incor-
porate GHG emissions-related information 
in the market’s reporting, price formation, 
commitment and dispatch processes. The Public 
Generating Pool’s Mary Weincke, who chairs the 
task force, told the IMIP the group reviewed 
and updated its conceptual design and tariff 
language during two December meetings. 

The task force, which next meets Jan. 3, has 
created an ad hoc group to start working on 
a concept for nonpricing programs, separate 
from the more important task of developing a 
pricing program solution. 

The Interim Markets+ Independent Panel (from left, SPP directors John Cupparo, Steve Wright, Liz Moore), with 
SPP's Antoine Lucas, have approved additional tariff language. | © RTO Insider LLC
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FERC Urges SPP Stakeholder Process on Tx Cost Allocation Change
By Rich Heidorn Jr.

FERC on Dec. 19 reiterated its rejection of 
SPP’s proposal to allocate “byway” transmis-
sion projects case by case, urging the RTO 
to vet the proposal through a stakeholder 
process (ER22-1846-004).

The commission’s order addressing arguments 
raised on rehearing defended its July 13 order, 
which rejected SPP’s proposed methodology. 
It said a rehearing request filed Aug. 14 by 
Sunflower Electric Power, Basin Electric Pow-
er Cooperative, Midwest Energy and Kansas 
Electric Power Cooperative had been denied 
“by operation of law” when the commission 
failed to act within 30 days.

FERC’s July order reversed a 3-2 ruling in 
October 2022 in which the commission had 
approved SPP’s proposal. (See SPP Planning 
Response After FERC Rejection of Tariff Revision.)

Since 2010, SPP has allocated transmission 
facilities based on the highway/byway method, 
with highway facilities (300 kV or above) 
assigned 100% on a regional, postage-stamp 
basis and byway facilities (between 100 and 
300 kV) split, with 33% assigned regionally and 
67% assigned to the pricing zone in which the 
facilities are located. Facilities at or below 100 
kV are allocated 100% to the host zone.

Some stakeholders said that allocation method 
was unjust as applied in “generation-rich” 
pricing zones, where generation that is not 
affiliated with load in the zone significantly 
exceeds the amount of load in the zone — an 
issue of increasing importance because of the 
influx of wind generation on the SPP system.

In 2022, SPP proposed allowing parties to 
petition the RTO’s Board of Directors to real-
locate byways as highways if they satisfy three 
criteria:

• Capacity: The total nameplate capacity of 
generating resources that are physically 
connected in the zone where the byway 
facility is located (and that are not affiliated 
with load in that zone) exceeds 100% of the 
prior calendar year’s average 12-coincident 
peak resident load.

• Flow: Energy flow on each byway facility 
that is attributed to generating resources 
physically connected in the zone where the 
byway is located and that are not affiliated 
with load in that zone exceeds 70% of the 
sum of flows on the byway facility attributed 
to generating resources affiliated with the 
load in the zone and generation physically 
connected in the zone and not affiliated with 
load there.

• Benefit: The byway facility provides benefits 
to load outside the pricing zone where the 
facility is located (e.g., adjusted production 
cost savings or savings through the Integrat-
ed Marketplace).

The commission initially approved the changes, 
saying it would help ensure the costs of byway 
facilities are allocated in a manner at least 
roughly commensurate with estimated bene-
fits. It ordered the RTO to modify the language 
to specify that the board’s decision on such 
requests would be based solely on whether 
the three criteria were satisfied.

The decision was 3-2, with then-Chair Richard 

Glick and fellow Democrats Allison Clements 
and Willie Phillips in the majority, and Republi-
cans James Danly and Mark Christie dissent-
ing.

But after Glick’s term expired and Phillips 
was appointed chair, the commission re-
versed course in July in response to rehearing 
requests by utilities including Southwestern 
Electric Power Co., Oklahoma Gas & Electric 
and municipal utilities in Springfield and Kan-
sas City, Mo. This time, Phillips and Clements 
joined Danly and Christie.

FERC ruled that even with the modifications 
it required, the tariff changes would grant 
the SPP board too much discretion because it 
could deny a requested reallocation even when 
RTO staff had determined the criteria were 
met, or approve a reallocation in which the 
criteria were not met.

The commission said it may reverse its prior 
position as long as it explains itself and that 
it does not need to establish that its new-
er position is superior to the previous one. 
The commission said allegations that SPP’s 
existing cost allocation method is unjust and 
unreasonable “are misplaced in a proceeding 
addressing a filing made under [Federal Power 
Act] Section 205. The proper vehicle for chal-
lenging existing tariff provisions as unjust and 
unreasonable is a complaint under FPA Section 
206.”

In a joint concurrence with the order, Phillips 
and Clements said they were “sympathetic to 
… concerns that the commission’s decisions 
in this docket have caused parties to spend 
considerable resources over several years, 
without a solution to the deeper cost alloca-
tion challenges that prompted SPP’s filings in 
this proceeding.”

The commissioners said that while those seek-
ing rehearing of the July ruling “raised compel-
ling points that revisions to the highway/byway 
cost allocation approach may be appropriate 
under these circumstances, in our view the 
best path forward to address this issue would 
be an open, collaborative process between the 
relevant parties and stakeholders. Such open 
dialogue would allow for fulsome explora-
tion of any legal or administrative barriers to 
potential cost allocation approaches, without 
some of the rigidity of a contested proceeding.”

The rehearing process, they said, “is not the 
ideal venue for the collaborative discussions 
that we envision would lead to durable policy 
solutions.” 

SPP pricing zones | SPP
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FERC Rejects SPP WEIS Market Power Rule
By Rich Heidorn Jr.

FERC rejected SPP’s proposal to modify its 
market power test for the Western Energy 
Imbalance Service, faulting a provision grant-
ing the Market Monitoring Unit discretion in 
applying the rules (ER23-2183). 

SPP proposed tariff changes to address a find-
ing in the MMU’s August 2020 WEIS Market 

Power Study, which identified a high level of 
structural market power in the WEIS market. 

SPP said its residual supply index (RSI) — the 
ratio of capacity not owned by a market partici-

pant to total market demand — failed to con-
sider the total capacity from affiliated market 
participants together. That created an oppor-
tunity for an entity to split its fleet of resources 
into multiple market participant registrations 
to avoid failing the test, the MMU said.

FERC’s Dec. 19 order approved new tariff lan-
guage specifying that the RTO would consider 
together “all on-line resource capacity from 
any affiliate of the market participant.”

But the commission rejected a second change 
that would have allowed the MMU to exclude 
from the RSI calculations capacity associated 
with an affiliate if the monitor was convinced 

the participant maintained “safeguards and 
corporate controls to prevent coordinated or 
collusive market activity,” such as maintaining 
electronic permissions and access controls and 
physically segregating the personnel who make 
daily bid/offer or strategic market decisions. 

FERC said the second change would un-
dermine the first and thus was not just and 
reasonable. 

“Accordingly, we reject the entire proposal as 
filed, but we note that SPP may resubmit a pro-
posal that addresses the concerns described 
above,” the commission said. 

Western Energy Imbalance Service market footprint and adjacent areas | SPP
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SPP News

FERC Accepts SPP Compliance Filing on Order 881
Regulator Orders Clarification on Temperature Forecasts but Rejects MMU Protests
By John Cropley

FERC on Dec. 19 found the Southwest Power 
Pool mostly in compliance with the directives 
of Order 881 (Docket No. ER22-2339-001).

But FERC directed SPP to clarify what entity 
is responsible for developing forecasts of 
ambient air temperatures. Those are used to 
calculate the ambient-adjusted ratings (AARs) 
and seasonal line ratings, but FERC said SPP’s 
proposed wording was ambiguous.

FERC rejected a request by SPP’s independent 
Market Monitoring Unit (MMU) to direct SSP 
to include language that places additional 
candor requirements on transmission owners. 
Order 881 did not impose such a requirement, 
FERC said, and a compliance filing is not an 
appropriate proceeding to address that issue 
for the first time.

FERC Order 881, issued Dec. 17, 2021, di-
rected that transmission providers end the use 
of static line ratings in evaluating near-term 
transmission service, a move the commission 
said would improve accuracy and transparency 
and increase grid use.

Order 881 requires transmission providers 
to employ AARs for short-term transmission 
requests — 10 days or less — for all lines that 
are impacted by air temperature. It requires 
seasonal ratings for long-term service.

SPP submitted its first compliance filing July 
12, 2022. In response, FERC issued its first 
compliance order May 18, 2023, finding sev-
eral faults:

“SPP did not address whether or how its 
compliance filing requires SPP to use updated 
AARs as part of any market process associated 
with the day-ahead and real-time markets, 
including reliability unit commitment, as well 
as any look-ahead commitment processes or 
other such processes, as required by Order 
No. 881.”

Nor, FERC found, did the first filing address 
the requirement that RTOs and ISOs use AARs 
as the relevant transmission line rating for any 
seams-based transmission service offered.

FERC directed SPP to submit revisions as a 
second compliance filing by Aug. 1, 2023. SPP 
filed July 28.

The MMU filed its motion to intervene and 
protest Aug. 17. It said SPP’s proposal did not 

demonstrate how it would use AARs in its 
market processes and said such information 
should be included in the tariff.

The MMU also said the second compliance 
filing does not indicate which transmission line 
rating — AAR or seasonal — will be used for 
each of the integrated marketplace processes, 
and particularly the transmission congestion 
rights market. 

The MMU argued that, given the frequent 
changes in temperature forecasts and line 
ratings, SPP must transparently set the time 
horizon for the ratings used in each market 
process.

SPP disagreed with the MMU, and for the 
most part, so did FERC.

In the Dec. 19 order, FERC said neither Order 
881 nor the first compliance order directed 
SPP to use or to clarify specific line ratings in 
transmission congestion rights markets.

FERC also disagreed with the MMU’s as-
sertion that the second compliance filing did 
not explain how SPP would use in its market 
processes a replacement line rating when it 
identifies an inaccuracy.

“Given that the tariff provides for use of 

seasonal line ratings as a default recourse 
rating when an AAR is unavailable,” FERC 
wrote, “which would include when there is an 
identified inaccuracy that cannot be resolved, 
we find that the tariff provides for replacement 
line ratings if an AAR inaccuracy is identified.”

The MMU further argued that the second 
compliance filing does not clearly delineate 
transmission owner and transmission provider 
roles and does not address transparency and 
accuracy of transmission line ratings and meth-
odologies. But FERC said it had not imposed 
any such candor requirements on SPP.

FERC did not completely disagree with one 
of the MMU’s protests — the request for a 
transparent time horizon. That is not required, 
FERC said, but Order 881 does require trans-
mission providers to explain their timelines for 
calculating or submitting AARs as part of their 
compliance filings.

SPP failed to do this in its first compliance fil-
ing, FERC said, so in its first compliance order, 
it directed SPP to submit by Nov. 12, 2024, a 
further compliance filing that explains those 
timelines.

In its order Dec. 19, FERC also accepted four 
tariff wording revisions SPP had proposed in 
its second compliance filing:

• “[SPP] must establish and maintain systems 
and procedures necessary to allow Trans-
mission Owners to electronically update 
Transmission Line Ratings at least hourly.”

• “If an AAR for any interval is unavailable, 
Transmission Provider must use a recourse 
rating as the appropriate Transmission Line 
Rating.”

• “In the event there is disagreement among 
entities on the calculated AAR of a tie line 
between neighboring Transmission Owners, 
the Transmission Provider must use the 
most limiting AAR in order to ensure reliabil-
ity and that thermal limits are maintained.” 

• The term “available transfer capacity” will be 
changed to “available transfer capability” in 
the definition of Near-Term Transmission 
Service.

With FERC’s order, the second compliance fil-
ing becomes effective July 12, 2025, subject to 
the additional steps FERC directed regarding 
AARs. 

Crews upgrade power lines in Emporia, Kansas. 
FERC this week partially accepted SPP's second 
compliance filing for Order 881. | Shutterstock
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Company Briefs
AEP to Sell New Mexico Solar Assets

American Electric 
Power announced 
Dec. 26 it has 
entered into an 
agreement to sell its 

50% interest in New Mexico Renewable De-
velopment (NMRD) to Exus North America 
Holdings.

AEP and PNM Resources, which also owns 
50% of NMRD, plan to sell the portfolio of 
15 solar projects totaling 625 MW to Exus 
for approximately $230 million. AEP’s share 
of the sale is approximately $115 million.

The sale is expected to close in February 
2024.

More: AEP

NiSource Sells 19.9% Stake in NIPSCO 
to Fund Renewable Energy
NiSource on Jan. 2 announced it has com-
pleted a sale of a 19.9% stake in its NIPSCO 
utility for $2.16 billion as it looks to invest 
more in wind and solar energy.

The company sold the minority stake to 
Blackstone Infrastructure Partners. Black-
stone pledged an additional $250 million in 
equity to fund capital needs. NiSource said it 
will use the proceeds to invest in transition-
ing from coal-fired electricity to renewable 
energy as it aims to go from 75% coal 
generation in 2018 to completely coal-free 
generation by 2028.

More: Northwest Indiana Times

Anterix Appoints Kuhn to Board of 
Directors

Anterix last 
week appoint-
ed Thomas 

Kuhn, the former president and CEO of 
the Edison Electric Institute, to its board of 
directors.

Kuhn had been president and CEO at EEI 
for more than 30 years before he retired 
last year.

Anterix partners with utilities and tech-
nology companies to harness the power of 
900-MHz broadband for modernized grid 
solutions.

More: Daily Energy Insider

Federal Briefs
Judge Delays Madigan Corruption Trial 
as SCOTUS Considers Case in Indiana
U.S. District Judge John Blakey on Jan. 3 
agreed to delay the racketeering trial of for-
mer Illinois House Speaker Michael Madigan 
for six months while the Supreme Court 
considers a Northwest Indiana corruption 
case revolving around a key statute at play 
in the case.

Blakey rescheduled the trial for Oct. 8 and 
cited the risk of a retrial if he pushed ahead 
before the high court rules. He also said 
that result would be unfair to all parties, in-
cluding the jurors who would end up sitting 
through a lengthy trial all for naught. The 
trial had been set for April 1.

The Supreme Court recently picked up 
the case of James Snyder, a former mayor 
of Portage, Ind. The case revolves around 
a bribery statute dealing with programs 
receiving federal funds. The question before 
the court is whether it criminalizes so-called 
“gratuities” or rewards — described as “pay-
ments in recognition of actions the official 
has already taken or committed to take” 
— without any quid pro quo agreement. 
Madigan’s attorneys asked to put their case 
on hold while the high court considered that 
question. In doing so, they pointed out that 
Madigan faces seven counts related to the 
statute at issue in the Snyder case.

More: Chicago Sun-Times

Mountain Valley Proposes Shrinking 
Southgate Extension

Mountain Valley Pipeline is proposing to 
more than halve the length of its Southgate 
Extension running from southern Virginia 
into North Carolina in a change that means 
it would no longer need a compressor sta-
tion in Virginia, according to an update filed 
with the Securities and Exchange Commis-
sion.

The extension would shrink from 75 to 31 
miles under the new proposal. The orig-
inal plans required the construction of a 
compressor station near Chatham, Va., to 
repressurize gas so it could travel into North 
Carolina. However, Virginia’s air board 
denied a required permit for the station in 
December 2021, saying pollution from the 
facility would disproportionately impact 
Black and low-income people in the area 
surrounding it.

The update also lists an anticipated com-
pletion date of June 2028, two years past 
the new deadline FERC gave it last month, 

meaning the company will need to ask for 
another extension.

More: Virginia Mercury

US Top LNG Exporter in 2023
The United States became the global leader 
in exported liquefied natural gas (LNG) in 
2023, passing Qatar and Australia.

Full-year exports from the U.S. rose 14.7% 
to 88.9 million metric tons, driven largely by 
the return to full production of the Free-
port LNG plant that had suffered a fire in 
2022, and as others increased processing 
efficiency, data showed. An estimated 8.6 
million metric tons of LNG left U.S. terminals 
in December.

More: Reuters

BLM Seeks Input on Proposed  
Sapphire Project in Calif.
The Bureau of Land Management is seeking 
public comment on the 117-MW Sapphire 
Project in Palm Springs, Calif.

The project would include approximately 
41 acres of public lands for access roads, 
facilities and transmission lines. The planned 
solar panel arrays, battery storage and relat-
ed facilities would sit on about 1,082 acres 
of adjoining private land.

The comment period will close Jan. 18.

More: Sierra Sun Times
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Debbie-Anne Reese Named Acting 
Secretary of FERC

FERC Chairman Willie 
Phillips on Jan. 3 named 
Debbie-Anne Reese 
acting secretary of the 
commission.

Reese had served as the 

deputy secretary in the Office of the Secre-
tary since May 2021.

More: FERC

FERC Amends Maximum Civil  
Penalties
FERC on Jan. 5 issued a final rule to amend 
its regulations governing the maximum civil 
monetary penalties assessable for viola-

tions of statutes, rules and orders within its 
jurisdiction.

The rule applies to the maximum civil penal-
ties that may be imposed under the Federal 
Power Act, the Natural Gas Act, the Natural 
Gas Policy Act of 1978 and the Interstate 
Commerce Act. The maximums increased 
incrementally in all nine cases.

More: FERC

State Briefs
CONNECTICUT
Vision Solar Files for Bankruptcy
Vision Solar on Dec. 28 filed for a Chapter 
7 bankruptcy proceeding, with a judge 
appointing a trustee as an initial step toward 
a liquidation of the company.

In a filing in federal bankruptcy court, Vision 
Solar estimated its total debt as between 
$100 million and $500 million, against 
assets of less than $10 million.

Attorney General William Tong sued the 
company last March for violating laws such 
as the Connecticut Unfair Trade Practices 
Act and the Home Improvement Act, as 
well as for reasons including intense sales 
tactics, misrepresentation, failure to secure 
permits and delays delivering on its contract 
promises.

More: CT Insider

IOWA
Summit Carbon Solutions Sues Fourth 
County for Zoning Ordinance
Summit Carbon Solutions on Jan. 3 filed a 
federal lawsuit against Kossuth County for 
its new ordinance that restricts where the 
company’s proposed carbon dioxide pipeline 
system can be located. It is the fourth law-
suit the company has brought against Iowa 
counties that have sought to impose new 
restrictions on the project.

Summit claims the provisions are beyond 
the authority of the counties because feder-
al regulators are charged with governing the 
safety aspects of such pipelines while the 
Utilities Board approves the routes. Kossuth 
County supervisors adopted their ordinance 
last month despite the judge’s decisions in 
favor of Summit, with the expectation that 
Summit would file a lawsuit against them.

Summit is one of three companies that have 

proposed carbon dioxide pipelines in Iowa.

More: Iowa Capital Dispatch

KENTUCKY
TVA Adds 3 New Gas Units at Paradise 
Combined Cycle Plant

The Tennessee Valley Au-
thority on Jan. 2 said three 
new power-generation units 
totaling 750 MW are online 
at the Paradise Combined 

Cycle Plant, designed to help the utility meet 
rising demand.

TVA said the new units can reach full power 
within 11 minutes and can be used when 
other resources aren’t available.

The new units are part of a plan to add more 
than 3,800 MW to the grid by 2028.

More: WBIR

LOUISIANA
Landry Names Oil, Gas Exec to Lead 
DNR
Governor-elect Jeff Landry (R) on Jan. 3 
announced the appointment of Tyler Gray as 
the new head of the Department of Natural 
Resources.

Gray is also the corporate secretary for 
Placid Refining and was president of the 
Louisiana Mid-Continent Oil and Gas Asso-
ciation.

More: Nola.com

MICHIGAN
PSC Approves Indiana Solar Farm
The Public Service Commission on Dec. 21 
approved a certificate of public necessity to 
Indiana Michigan Power for a 245-MW so-
lar array to be built in Blackford County, Ind.

Construction is scheduled to begin on the 
$532 million Lake Trout Solar Project this 
year and finish by spring 2026.

More: MLive

MINNESOTA
Walz Appoints Ham to PUC
Gov. Tim Walz (D) on Jan. 4 appointed Hwik-
won Ham to a four-year term on the Public 
Utilities Commission.

Since 2016, Ham has supervised the com-
mission’s regional energy program. Before 
that, he did planning analysis for the PUC 
and was an energy rates analyst for the state 
Department of Commerce.

Ham will finish the six-year term of Matthew 
Schuerger.

More: Star Tribune

MONTANA
Wind Power Set to Overtake Coal  
Generation Capacity

According to an analysis of data from 
the U.S. Department of Energy’s Energy 
Information Administration, nameplate wind 
generation capacity in the state is likely to 
outstrip nameplate coal capacity when the 
Clearwater Wind East and Clearwater Wind 
II projects under construction are complete.
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According to preliminary data from the EIA, 
conventional steam coal plants provided 
1,631 MW of nameplate capacity in Octo-
ber. During the same period, wind capacity 
clocked in at 1,479 MW. The Clearwater 
projects are slated to add another 311 MW 
for a total of 1,790 MW.

More: Montana Free Press

NEW MEXICO
PRC Approves 2 PNM BESS Projects
The Public Regulation Commission on Dec. 
21 approved two battery energy storage 
system (BESS) projects that will support 
overloaded feeders at two locations.

The two 6-MW BESS units will be built at 
existing solar projects in Bernalillo County 
and Valencia County to expand the capacity 
of overloaded feeders.

The projects will cost roughly $25.84 
million.

More: Energy Storage News

PRC Rejects PNM’s Attempt to Recoup 
Investments in Coal, Nuclear Plants

The Public Regulation 
Commission on Jan. 3 
rejected an effort by the 
Public Service Co. of 
New Mexico to recoup 

costs associated with the Four Corners 
Power Plant and the Palo Verde Generating 
Station.

PNM filed a rate hike request in late 2022, 
saying the nearly $64 million in additional 
revenue was needed as part of a long-term 
plan to recoup $2.6 billion in investments 
necessary to modernize the grid and meet 
state mandates for transitioning away from 
coal and natural gas. The utility also cited 
the expiration of lease agreements from the 
Palo Verde plant and the desire to refinance 
debt to take advantage of lower interest 
rates. The utility also tried to divest itself 
from Four Corners by transferring its shares 
to a Navajo energy company. However, 
regulators rejected that proposal, a decision 

that was later upheld by the state Supreme 
Court.

Overall, residential customers will see a de-
crease in rates instead of the 9.7% increase 
that the utility was seeking.

More: The Associated Press

VIRGINIA
Funding to Help Norfolk Finance OSW 
Facility
Norfolk will receive more than $39.2 million 
in federal funding to finance turning the 
Fairwinds Landing marine terminal into an 
offshore wind logistics facility.

The city will use the funding to renovate 
the waterfront infrastructure at Fairwinds 
Landing, bettering port capabilities for 
offshore wind operations and maintenance, 
heavy lift operations and cable loading 
operations.

More: WVEC

Mid-Atlantic news from our other channels

NJ Seeks to Advance Sole OSW Project After Ørsted Withdrawal

New Jersey EV Charger Bill Sparks Scrutiny of Demand Charges
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