[image: image1.jpg]nationalgrid




	Memorandum

	
	

	To:
	LTTR Work Group

	From:
	Carol A Currier, Principal Analyst, National Grid

	Date:
	10/13/2006

	Subject:
	National Grid Comments & Alternative for LTTR Design Basis Document


	25 Research Drive, Westborough, MA  01582

	T: 508.389.2575F: 508.389.3129carol.currier@us.ngrid.com www.nationalgrid.com


As requested, the following comments and alternative are provided for discussion and inclusion in the Long-Term Transmission Rights (LTTR) Working Group Design Basis Document:
LSE DEFINITION
Concerns:
From a legal perspective, the ISO’s proposed definition of LSE, coupled with the Load Serving Obligation definition which ties LTTR allocation priority with Real Time Load Obligation (RTLO), does not track well with the definition of LSE in the LTTR Final Order or EPAct.  Specifically, the Order and EPAct link LSE status with having a Service Obligation, and do not link to having a RTLO.  As stated previously, National Grid (NG)-affiliated Distribution Utilities possess a state-mandated long-term Service Obligation by virtue of their Default Service Load Obligation.  Default Service Load, whether supplied by a third party on NG's behalf or directly by NG, is part of NG's long-term Service Obligation.  NG retains this long-term Service Obligation for ultimate customers to the extent that they are not being served by a competitive supplier.  As NG transfers its RTLO to suppliers who supply NG's Default Service Load on its behalf, it does not track the Service Obligation as defined by FERC as part of the LSE definition. 

In addition to the legal arguments, there are practical reasons for not granting priority to entities who supply NG Default Service Load on its behalf through RTLO.  Specifically, NG is compelled by state law to limit contracts with such suppliers to durations of three months.  As a result, under the ISO proposal, such entities with a short-term Service Obligation would be in the position to decide whether to accept or decline allocations of an instrument designed to hedge load against congestion for 10 years even though such entities may only be serving load for three months.  It is our belief that suppliers with such a short-term perspective are not in the best position to make decisions affecting the long-term interests of customers, and establishing such a mechanism is hardly sound policy.   Decisions affecting the long-term interests of customers can better be made by entities, such as NG, that possess long-term Service Obligations. 

Alternative Proposal & Rationale:
In the case of its Default Service provision, NG is the Lead Load Asset Owner granted sole authority under the ISO-NE market system to assign the RTLO associated with its Default Service Obligation.  As Lead Load Asset Owner, NG makes such assignments to supplier of its Default Service Load Obligation in three month increments.  As suppliers change, NG reassigns its RTLO to the new supplier.  As the entity responsible for arranging supply of its Default Service Load Obligation over the long-term, the Lead Load Asset Owner is best positioned to safeguard the long-term interests of customers.  Therefore the Lead Load Asset Owner should be the entity making decisions relative whether allocations of 10-year LTTRs should or should not be accepted on the behalf of customers.
Additionally, under the ISO-NE market system, competitive suppliers serving retail loads, municipals and others with a Service Obligation are Lead Load Asset Owners.  Therefore, this Lead Load Asset Owner concept not only tracks much better with the definition of LSE in the Order and EPAct than the RTLO concept, but also enables the desired use of a “functional” definition.  Thus, National Grid would propose that the definition of LSE be set forth as follows: 

LSE:  A Market Participant and Lead Load Asset Owner in accordance with ISO-NE System Rules, excluding those responsible for assets associated with pumps and station service load.
Adoption of this definition would no longer require the definition of Load Serving Obligation and, as such, this definition could be eliminated.  Those currently holding Auction Revenue Rights (ARRs) would continue to hold them and reductions in/surrendering of ARR revenues due to acceptance of an LTTR allocation would continue to be calculated and linked to RTLO.  Lead Load Asset Owners may retain LTTR allocations or assign them to others (e.g., suppliers of Default Service Load Obligation) at its sole discretion.  It is recognized that issues may need to be resolved through bilateral agreements for supply where the entity with the Service Obligation for Default Service Load as Lead Load Asset Owner is granted priority, while the third party supplier of the Default Service Load possess the ARRs. 

OTHER ISSUE
Although there has not been substantive discussion on the matter, NG is concerned that auction proceeds would flow to ARR Holders in a lump sum, granting a three month supplier a windfall and leaving others that follow over the ten year period without an allocation of ARR revenues.  We would appreciate understanding how the ISO plans to address this concern.
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