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	Design Component
	Brief Description

	Definitions
	

	
	Long Term Transmission Right (LTTR)
	A financial instrument awarded via allocation or auction that confers on the holder the right to receive or the obligation to pay the congestion costs on a path defined by a source, sink and MW for one or more years.  

	
	Load Serving Entity (LSE)
	A Market Participant, in accordance with ISO New England System Rules, is supplying the Load Serving Obligation.  

	
	Load Serving Obligation
	Real-Time Load Obligation (RTLO), excluding pumps and station service load obligation.

	
	Long Term Load Serving Obligation
	A Load Serving Obligation with a term exceeding one year.

	
	Simultaneous Feasibility Test
	As applied to the award of transmission rights determines whether transmission line flows are physically achievable without exceeding the MW flow limits. 

	
	Congestion Revenue Assurance Fund
	A fund that assures that transmission rights are fully funded

Delete current definition of Congestion Revenue Fund and review/revise associated business process and terms.

	
	
	

	Percent of network available to long-term rights
	

	
	Principles/Goals
	a.  Maximize amount of the network available as long term rights

b.  Maintain sufficient amount of network to meet current and future needs of LSEs given their priority status

	
	Percent of network for LTTRs & Financial Transmission Rights (FTRs)
	The amount of the transmission system available for the Allocated LTTRs will be constrained by the need to be simultaneously feasible with all previously awarded Allocated or Auctioned LTTRs (See Allocated LTTR section below).  

Auctioned LTTR will be available using up to 50% of available transmission capability to the extent that such transmission capability is available after pre-loading the Allocated LTTRs.  Monthly FTRs will be available using up to 95% of available transmission capability to the extent that such transmission capability is available after pre-loading the Allocated and Auctioned LTTRs.

	ARR process
	

	
	Auction Revenue Rights (ARR) Dollars
	The zonal ARR dollars would be calculated using the same methodology that is used today.  Some changes will be required to reflect the replacement of the Qualified Upgrade Award (QUA) process with the Incremental ARR (IARR) process (see below).  A change would be made in the zonal distribution of the zonal ARR dollars.  Instead of using RTLO at the time of the peak, the zonal distribution to an LSE would be its monthly zonal RTLO energy net of its zonal LTTR energy (i.e., the total MW of the LSE’s LTTRs with sinks in the zone times the number of hours in the month) divided by the total monthly RTLO energy for the zone net of the sum of the LTTR energy of all LTTRs with sinks in the zone.

	
	Excepted transactions/NEMA contracts
	Treatment is unchanged; Impact limited to holders of NEMA contracts.    

	
	Surrendered ARR $
	The amount surrendered by an LSE to obtain an LTTR will be based upon the removal of the MWh associated with the LTTR from the zonal distribution of ARR Dollars each month, as described above.  There would be no other additional “payment.”

	Allocated Long Term Transmission Rights
	

	
	Characteristics
	· Sink is a Load Zone or a node in the case of an eligible Asset Related Demand (ARD).

· Source is a node or group of nodes as specified 
· Settle as obligations

· 24 hour rights

· Can only be reassigned.

· Matches contract term and can be rolled over continuously.
· Minimum of 5 year initial term with roll-over on 5 years notice 

· Sworn affidavits by officer(s) of the LSE on contract term and service obligation.

· Penalties and termination apply if eligibility is found to be invalid.

	
	Eligibility
	Restricted to LSEs.  Eligibility would be reviewed annually.  

	
	Limitations
	· An LSE cannot request total LTTRs with sinks in a zone greater than 50% of its peak load in the zone in the last 12 months.
· The total MW of Allocated LTTRs shall not exceed the capacity rating of the generator(s) at the source node.

· Available Allocated LTTRs must be simultaneously feasibility with all previously Allocated or Auctioned LTTRs.

· If Allocated LTTR nominations cause infeasibility on one or more network elements, the infeasibility will be resolved using an approach that maximizes the amount (MW) of LTTRs awarded.

	
	Allocation process
	· The Allocated LTTR MW award is fixed for its term.

· Process Summary

On an annual basis:

· LSE nominates desired Allocated LTTR paths (source, sink, MW)

· ISO evaluates and, if necessary, adjusts nominated MW amounts to ensure simultaneous feasibility with existing LTTRs and network limits.

· LSE accepts or rejects modified nominations

· ISO makes ARR awards to all LSEs per current procedure (however, the dollars associated with these ARR awards will be modified as described above when it comes to distribution of the ARR dollars)

	
	Pricing
	See “Surrendered ARR $” above.

	
	Expiration
	LSE surrenders a pro-rata share of Allocated LTTRs on loss of Load Serving Obligation due to transfer of a Load Asset under a retail access program or Internal Bilateral for Load (IBL) to another LSE provided load lost is greater than the peak load minus the MW of Allocated LTTRs.

Refer to Exhibit 3 for an example.

	
	Reassignment
	An LSE that acquires a Load Serving Obligation due to the transfer of a Load Asset or IBL may opt to retain the associated Allocated LTTRs, subject to continuing eligibility, for the remainder of their term.  Such Allocated LTTRs are deemed reassigned.

	
	Renewal
	May be continuously rolled over by providing 5 year’s notice.

	
	Settlement
	Allocated LTTRs would settle differently than annual FTRs.  As described in more detail above, intra-zonal ARR dollar distribution would be based upon the each LSE’s pro-rata share of:  (i) its zonal monthly RTLO energy minus its zonal monthly LTTR energy; to (ii) the total zonal monthly RTLO less the total zonal monthly LTTR energy of all LSEs in the zone.

	Auctioned long term transmission rights
	

	
	Characteristics
	· Sink is a node, zone, hub, etc.

· Source is a node, zone, hub, etc.

· Settle as obligations

· 24 hour, on-peak, and off-peak rights

· Marketable, i.e., transferable within ISO settlement system at a price.

· One year instruments sold in strips out as long as ten years.  Consider initial strips of three to five years and multi- year instruments (i.e., a three year LTTR)

	
	Eligibility
	Same eligibility criteria as apply to participation in existing FTR auction

	
	Limitations
	Auction clearing is subject to SFT; no other non-price based limitations

	
	Auction design
	· Auction in two rounds

· Open auction accept bids/offers

· Pre-clearing: post indicative prices (not clearing prices, actual clearing prices may be higher or lower)

· LSEs proceed or withdraw nominations from auction[Note:  This bullet is probably not needed with the changes to ARR dollar distribution.  In fact, this whole section probably needs some tweaking.]
· Round 1 clears subject to SFT and establishes Allocated LTTR compensation (ARR funds to surrender)

· Round 1 results posted

· Round 2 open to any participants that clear in round 1

· Round 2 results posted

	
	Relationship to short term FTRs
	Replaces annual FTR auction.  Auctioned LTTRs can be sold into short term auctions: monthly, balance of year (when developed)

	
	Pricing
	Prices are established through the auction

	
	Trading / transfer
	Auctioned LTTRs may be traded on the secondary market or transferred through the ISO eFTR system at a price.

	
	Settlement
	Auctioned LTTRs will settle like annual FTRs

	Participant funded system expansion
	

	
	IARR mechanism
	· Evaluate the incremental MW of LTTRs created by participant funded transmission upgrade between a source and a sink. 

· Award those MW in the form of a point-to-point ARR to the participant for as long as the participant supports the cost of the upgrade or for the life of the upgrade, if shorter. 

· IARR awards are evaluated in order of project in service-date.

	
	Allocated LTTR
	An IARR holder may nominate an Allocated LTTR on that path in an amount up to the MW amount of the IARR.

	Full funding
	

	
	Congestion Revenue Assurance Fund
	· Create a Congestion Revenue Assurance Fund (CRAF)

· On a monthly basis, 50% of the surplus congestion revenues would carry-forward to cover any shortfalls in a subsequent month. The other 50% would be returned per current processes.
· Surplus congestion revenue would be put into the CRAF at year end until the funding requirements are met

· Minimum and maximum funding levels would be established based on evaluation of underfunding exposure (actuarial assessment)

Refer to Exhibit 4 for a hypothetical assurance fund based on historical performance of the congestion revenue fund.

	
	Charge/credit allocator
	· Network Load will be credited/charged for surpluses/shortfalls in the Congestion Revenue Assurance Fund

	Regional System Plan tie-in
	· Assess proposed new transmission projects using economic and reliability criteria.

· Add an SFT component that assesses the impact of new projects on existing rights.  To first order, new projects should not impair existing rights.

· The economic transmission criteria should be expanded to look at the cost of transmission relative to charges to Network Load to fund Congestion Revenue Assurance Fund shortfalls.

	Financial Assurance
	LTTRs are effectively annual instruments.  Annual FTR-like financial assurance requirements may suffice.  Details still being developed.
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