MPUC Staff Compromise Offer on Non-CC Component Voltage Support Cost Allocation

"This proposal comes from Maine PUC staff and has not been vetted with Maine PUC Commissioners."

The Maine PUC continues to believe that its Proposal to the Cost Allocation Working Group to allocate 100 % of the non-CC component costs of schedule 2 to the reliability region in which the voltage support is needed is the right approach.. The support for this approach is provided in the Maine PUC/CMP Cost Allocation Proposal made in June to the cost allocation working group.  However, the Maine PUC staff understands that there is an interest among the parties to reach a compromise between maintaining the status quo as proposed by NU, NGRID and others and allocating 100% of the costs to the local reliability region as proposed by the Maine PUC and the CMP.  We believe that for all of the reasons set forth in the Maine PUC-CMP June filing, which is incorporated by reference into this proposal, it is appropriate for the ISO to act on the advice of the Independent Market Advisor to change the allocation of VAR uplift costs to be consistent with the second contingency cost allocation.  We note that the IMM recently reiterated this recommendation for the third time in his 2006 Markets report.   

However, in the spirit of compromise, the MPUC staff sets forth the following proposal which continues to adhere to a cost-causation -beneficiaries pays approach but reduces the percentage of costs that would be allocated to the local reliability region from the 100% set forth in the June filing.  We note that our compromise offer has a feature whereby the allocation to the reliability region will be increased incrementally so as to reduce the impact of the change in cost allocation.  
The compromise Maine PUC staff is offering is as follows:

· December 1, 2007 60% of the non-CC component costs of schedule 2 will be allocated to the reliability region needing the voltage support.  40% of these costs will be allocated regionally.

· The percentage allocated to the local reliability region will increase to 70% on December 1, 2008 and the regional portion will be 30%
· On December 1, 2009 the allocation will be 80% to the local reliability region and 20% regionalized.

· The 80/20 split would remain in effect for a set number of years.

We look forward to discussing this proposal during the cost allocation working group call on Thursday. 
