LTTR WORKING GROUP ISSUES LIST

(WORKING DRAFT-- 5/31/06)
I.
Form and Term of LTTRs

A.
LTTRs will be financial transmission rights with specified sources and sinks.  

B.
Should LTTRs be offered in similar, fewer or greater varieties to shorter-term FTRs now offered (e.g., node-to-zone, node-to-node, zone-to-zone, etc.)?

ISO-NE:  same source/sink offerings as current FTRs.

NEPS: source would be nodal only (single node or multiple nodes but not zone, not hub); sink could be node, zone or hub.

C.
Should LT-FTRs be obligations only or will they be options?

ISO-NE: LTTRs would be obligations only.
NEPS: neither obligation nor option, the LTTR would be dispatch contingent acting to hedge congestion to the extent that energy is actually scheduled in Day-Ahead Market.  If there is no production by the specified resource at the specified source location, there would be no congestion costs incurred by the LSE for that resource and the LSE would not receive any congestion rents based on the differential in Locational Marginal Prices from that source location to the specified sink location(s).  

NSTAR: If dispatch contingent, who receives or pays the congestion rent when the designated resource at the source is not being dispatched, as there is no FTR holder?  Would the resource being dispatched still be obligated to pay when congestion was from sink to source? 

D.
What are the appropriate terms of LT-FTRs?  

ISO-NE: 2-5 years (linked to system planning horizon), with renewal right (see I.E. below).

NEPS:
minimum of 5 years, maximum of 10, with renewal right (see I.E. below)

NSTAR: Limited to FCM horizon (3 years)

E.
What renewal rights should accompany LTTRs?

ISO-NE: renewal right for any LTTR holder subject to payment  (how often renewal can occur and what the payment should be not yet developed).
NEPS:
continual renewal right to extend 1 year, provided 5 years notice given and all criteria for LTTR eligibility still met.  At renewal, no additional cost assignments mechanisms would apply.

NGRID: upon expiration of initial term, LTTR goes out to bid with right of first refusal to original LTTR Holder, provided that entity pays the market price (allows market valuation of LTTR at time of renewal).

DC Energy: LTTRs and renewal rights available to all market participants.  Could allow LTTR holder to place a price-taker bid on expiring LTTR, thus ensuring renewal if price is paid.  If price is not paid, then capacity represented by the LTTR is released into general FTR auctions.  
II.
Eligibility and Priority to Acquire LTTRs

A.
Should all market participants that can now acquire FTRs be eligible, or only load serving entities (“LSEs”)?

ISO-NE: initial straw would allow anyone that can acquire FTRs to acquire LTTRs but ISO-NE open to restricting eligibility to LSEs.

NEPS: only LSEs (as defined by FERC) would be eligible.  Such LSEs would include those serving load in New England or outside of New England (provided that the source of the power supply is in New England). 

DC Energy: all market participants should be eligible.
B.
What criteria do we use to determine who is an LSE eligible to receive LTTRs (e.g, same criteria as for ARRs)?  

ISO-NE: same criteria as for ARRs (historic load obligations).
NEPS:
key eligibility criteria: (1) specified source; (2) specified sink; (3) LSE status as defined by FERC; (4) LSE must have a “Service Obligation” as defined by FERC and attested to by officer of LSE company; and (5) a 5 year or more power supply commitment as attested to by officer of LSE company.

LIPA: LSEs both in and out of ISO-NE footprint should be eligible.

NSTAR: Regulated distribution companies have long-term responsibility to all their native load.  NSTAR serves various customers on its transmission and distribution system, including retail access load, basic service load, and public power systems. We believe all our customers are entitled to a comparable level of transmission and distribution service regardless of the contractual terms of their power supply of their LSE.

C.
What criteria do we use, if any, to determine whether an LSE has a long-term power supply arrangement that has been made or planned?

ISO-NE: none.

NEPS: ISO-NE determines (by looking at the contracts).

D.
What priority, if any, should be given to LSEs with long-term power supply arrangements?

ISO-NE: auction tie-breaker priority.

NEPS:
absolute priority, with no simultaneous feasibility test; LTTR capacity for eligible LSEs comes off the top, and the residual system capacity goes to short-term FTR market.  If LSE meets the 5 criteria (see II.B.,above), it gets the LTTR.  

NGRID: should be no priority for LSEs, but if there is a priority given, need to determine how to prioritize among Eligible LSEs competing for same LTTR source/sink.
E.
How do we avoid attempts to acquire LTTRs improperly, such as through sham power transactions, overstated load projections, laws designed to ensure that LSEs in a particular state get LTTRs, etc.?   

ISO-NE: Not applicable since LTTRs would be auctioned.
NEPS:
characteristics of proposed LTTRs would make them available only to an LSE with an actual load obligation and long-term power supply commitment with a specific nodal source.  The LTTRs would not be resalable or reconfigurable.  Proposed LTTRs would only provide a financial hedge against congestion rents that would otherwise have been incurred.  These characteristics will reduce the likelihood for gaming the LTTR system.

III.
Allocation of LTTRs
A.
Should LTTRs be allocated directly or by auction?

ISO-NE: by auction only.
NEPS: by direct allocation only.
B.
Assuming LTTRs are LT-FTRs allocated through auction, how does the existing auction process need to be modified?

ISO-NE: add longer term FTRs.
NEPS:
not applicable.
C.
How would the allocation of LTTRs interrelate with the allocation of ARRs? How, if at all, would the existing ARR allocation method need to be modified?  

ISO-NE: no change.
NEPS:
to the extent an eligible LSE receives LTTRs, the LSE’s allocation of ARRs would be reduced.   ARR reduction should reflect the portion of the LSE’s loads that are served by the LTTRs.  This reduction would apply for the duration of the LTTR, even if changes in system conditions (e.g., relative fuel price changes resulting in less dispatch of the new resource, transmission system upgrades reducing congestion, etc.) change the relative “values” of ARRs and LTTRs.  If an LSE with load outside New England receives LTTRs not clear how it would pay, because it does not receive ARRs (possibly through a charge based on what it would have paid if New England still charged for Out Service).

D.
What portion of the transfer capability of the transmission system should be set aside for LTTRs?

ISO-NE: 25% of the 95% of the transmission system’s transfer capability that is offered in the FTR Auctions would be offered as LTTRs; the LTTR 25% would not be offered all at once but would be apportioned over several years.

NEPS:
whatever transfer capability is needed to support the requested LTTRs should be set aside.

IV.
Transferability of LTTRs
A.
Should LTTRs be freely transferable, or should there be restrictions?  

ISO-NE: Freely transferable.
NEPS:
no resale of LTTRs; 
LTTRs would only be transferable when the LTTR Holder transfers responsibility for serving some or all of its load at the LTTR sink location and the associated supply contract to another eligible LSE.  If the new LSE does not want the LTTR, or if the new LSE is not an eligible LSE, then the LTTR is terminated.  Other than under these special circumstances, LTTRs would not be transferable.  Officer of LSE company would have to attest to the ongoing validity of LSE status and long term power supply contract.

B.
How do we address the statutory requirement that “[t]o the extent that all or a portion of the service obligation covered by the firm transmission rights or equivalent tradable or financial transmission rights is transferred to another load serving entity, the successor load-serving entity shall be entitled to use the firm transmission rights or equivalent tradable or financial transmission rights associated with the transferred service obligation”?

[See IV. A answer.]

C.
Should LTTRs be fully reconfigurable, or should there be restrictions?

ISO-NE:  Freely reconfigurable.
NEPS:
No reconfiguration of LTTRs.

V.
Funding of LTTRs and Financial Assurance Requirements

A.
Should LTTRs be fully funded?  If so, how should that full funding take place, and who is responsible for paying for any shortfalls that do occur?

ISO-NE: full funding through carryover of excess congestion revenues in FTR Auctions (the FTR market would be self-insuring). Target a minimum rolling balance of 25% (capped at 50%) of the expected total Congestion Costs over 12 months.
NEPS:
LTTRs should be fully funded; create “last resort balance fund” to ensure funding of LTTRs even if there is a shortfall of revenue to fund FTRs.

NSTAR:  There is no need for FTTRs to be fully funded.  If auctioned they will be appropriately discounted to reflect the (small) risk that they will not be fully funded.  In addition, creating a “rolling balance” would only further inflate the ISO’s current accounts, and as a principle we prefer that the ISO not hold customer money unless absolutely necessary.

B.
Under what circumstances can the funding of LTTRs change?

ISO-NE: force majeure type events, changes to the transmission system and (funding shortfalls to the extent self-insurance fund does not fully support the LTTRs)
NEPS:
force majeure type events only
C.
How should the existing financial assurance rules be changed to address LTTRs?

ISO-NE: details not provided in initial ISO-NE straw proposal.
NEPS: no need to change them under NEPS proposal, because LTTRs will not be obligations.
VI.
 Regional System Planning and Expansion for LTTRs

A.
To what extent would the development of the Regional System Plan (“RSP”) need to change to take into account LTTRs?  Will expansion of the transmission system be required to support LTTRs and, if so, who pays for the expansion?

ISO-NE: no change needed.

NEPS:
RSP would need to plan for and require expansions to the transmission system to support LTTRs (all transmission customers would pay for the expansion, or allocate costs to LTTR Holders causing the expansion?).

VII.
Balancing Adverse Impacts

A.
How do we balance potential adverse impacts among market participants as a result of offering LTTRs?

[not addressed yet; depends on design details] 

VIII.
Linkages with Other Features of New England Market Design
A.
What connections, if any, are there between the LTTR design and existing or expected features of the New England markets?  What needs to be done to avoid conflict between them?

[not addressed yet; depends on design details] 

IX.
Linkages with Neighboring Control Areas and Their Markets

A.
How will LTTRs work in relation to transactions between New York or Quebec and New England?  What needs to be done to avoid creating seams?

ISO-NE: no difference from existing FTR system.

NEPS:
LSEs with load outside New England could obtain an LTTR from a resource or resources in New England to that load.   

X.
Implementation
A.
How long would it take to implement the designed LTTR system?  What software changes would be necessary?  What additional costs would be incurred as a result of implementing the design?

[not addressed yet; depends on design details] 

	51340208.2 
	
	


	51340208.2 
	-7-
	



