Possible Options for Providing Long Term Transmission Rights in ISONE

Option 1 – Allocation of long term Auction Revenue Rights:
Critical Features / Design Elements:

· Can be converted into annual FTRs and thereby provide long-term congestion hedge

· Would require a replacement of ISONE’s ARR process with the PJM approach where auction revenues are allocated to LSEs on a source-sink basis before the FTR auctions are conducted.

· Equitable distribution of available transfer capability

· Requests for sought-after constraints that would otherwise be oversubscribed are prorated

· LSEs have potential to acquire greater than a pro-rata allocation of system capability only over those paths that are not oversubscribed

· Would require existing FTRs to be fully-funded.

Allocation of ARRs (effectively the PJM model)

· ISONE identifies generating sources from which LSEs can request ARRs to their load zone along with the maximum amount of MW that each LSE can nominate from the individual source.

· ISONE establishes maximum elections by generator source based on historic (or projected) capacity purchases.  Can vary by zone but doesn’t have to.

· Maximum election for each LSE is based on fixed % of peak load (which may vary by generating source) applied to each LSEs historical (or anticipated) peak load.

· LSEs designate which ARRs they are interested in being allocated

· Requests must specify specific sources for each load zone and desired MWs

· Individual source designations are limited to source specific limits (% of peak load limit multiplied by LSE peak)

· Aggregate of all designations to a given zone is limited to LSE’s peak load for that zone.

· ISONE tests for simultaneous feasibility

· If infeasible, prorates ARR requests impacting constrained interfaces

Use of ARRs

· LSEs receiving ARRs can retain them and receive (or pay) auction revenues associated with source-sink pair in FTR auction

· Note, ARRs can be an obligation if FTR path clears negatively

· LSE can also “self schedule” the ARR which effectively converts it into the corresponding FTR in the auction process.

ARRs Follow Load Migration

· During ARR period, if an LSE loses load, they also lose a prorate amount of any positive ARRs (those that do not have an obligation to pay based on negative FTR clearing prices).

· LSEs that gain load are assigned share of positive ARRs from LSEs that lost load.

Long Term Nature of ARR Allocations

· PJM’s filing allows for LSEs to request up to a 10 year ARR allocation

· Locks in source-sink pair 

· Does not give “priority” over shorter term requests

· Simultaneous feasibility test and prorating is applied annually

· ISONE may wish to consider alternatives to PJM’s proposal

· Allow LSEs that are awarded ARRs in an annual allocation to perpetuate that request for a given term

· ARRs would be locked in for term of request without ability to change or add to them

· If load decreases, would have to forfeiture some ARRs as share of system or zonal load decreases

Option 2 – Allow existing FTR Holders to “roll over” FTRs for a specific term and pay future FTR auction prices
Critical Features / Design Elements:

· Allows existing FTR holders to lock in their positions for a longer term than is currently available

· Requires LSE to pay ISONE for long term FTR based on future FTR clearing prices

· Imposes an unknown financial obligation on LSE

· Retains existing FTR/ARR process except

· Would require existing FTRs to be fully-funded.

Treatment of long term FTR requests

· ISONE could effectively model long-term FTR requests as a self schedule / price inflexible bid.

· Long Term FTR request would automatically clear and be invoiced based on existing FTR rules

Possible Hybrids
· Could be combined with longer term FTR offerings

· E.g. ISONE could offer X percent of system capability for Y years

· NYISO at one point offered 5-10% of system capability in 5 year contracts

· Would reduce price risk related to longer term FTR elections

· Elections could be made independent of existing FTR holdings

· May require counterflow bids to achieve feasibility. 

