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Introduction: 

The purpose of this policy is to clarify how the cost allocation provisions of Schedules 11 and 12 of the ISO New England Transmission, Markets and Services Tariff (the “Tariff”) will be administered by the ISO when there is more than one need for a Transmission Upgrade.  In case of a conflict between this policy and the Tariff, the Tariff will govern.

This policy is separated into 7 sections.

1. Primary Needs and Other Factors Affecting Cost Responsibility 

2. Project Status Level

3. Generator Categories 

4. Detailed Discussion of Cost Responsibility

5. Elective Transmission Upgrades 
6. Schedule

7. Applicable Dates

1.
Primary Needs and Other Factors Affecting Cost Responsibility

The Tariff describes a Transmission Upgrade as a Reliability Transmission Upgrade (“Reliability Upgrade”), Generator Interconnection Related Upgrade, Market Efficiency Transmission Upgrade (“Economic Upgrade”), or Elective Transmission Upgrade based on the need for the Transmission Upgrade.  For Generator Interconnection Related Upgrades the Category of the related Generator impacts cost responsibility.  

2. Project Status Level

Transmission projects that are included in a 5-year plan prepared pursuant to the Tariff (a “Regional System Plan”) are classified within the plan with respect to their current status as follows:

Under Construction:
The Project has received necessary approvals and a significant level of engineering or construction is underway. 

Planned:
Considerable analysis is available to support the need for the project.  Construction of the project, as planned, is expected.  Generator Interconnection projects are considered planned when they have interconnection agreements filed with and accepted by FERC.

Proposed: 
Some analysis may be available to show potential need for the project, and there may be some analysis to support alternatives, but the study is not complete.

Concept: 
There is little or no analysis available to support a specific project, but there is sufficient information to suggest a pending need.

The Project Status Levels are a reporting mechanism to communicate the stage of evaluation and completion.  The Project Status Levels do not convey any commitment to construct facilities and any project may be cancelled or delayed. 

3. 
Generator Categories

Schedule 11 of the Tariff creates three Categories of Generation Projects:  Category A Projects, Category B Projects, and Category C Projects.  These Categories are intended to determine the cost responsibility for Generator Interconnection Related Upgrades, as follows: 

For Category A Projects “the Generator Owner shall be obligated to pay, in addition to the Direct Interconnection Transmission Costs, … half of the Shared Amount of the capital cost of the PTF upgrade and all of the capital costs in excess of the Shared Amount, and any applicable tax gross-up amounts …”.  

For Category B Projects “the costs of Generator Interconnection Related Upgrades in connection with a Category B Project shall be allocated in the same way as Generator Interconnection Related Upgrades for Category A projects.”

For a Category C Project “if a Generator Interconnection Related Upgrade is required in order to satisfy the Minimum Interconnection Standard in connection with a Category C Project, the Generator Owner shall be obligated to pay all of the cost of such upgrade, including all Direct Interconnection Transmission Costs and any applicable tax gross-up amounts, to the extent such costs would not have been incurred but for the interconnection; provided that, if ISO determines that a particular Generator Interconnection Related Upgrade provides benefits to the system as a whole as well as to particular parties, then the cost of such Upgrade shall be allocated in the same way as Reliability Transmission Upgrades. Following completion of the construction or modification, the Generator Owner shall be obligated to pay all of the annual costs (including federal and state income taxes, O&M and A&G expenses, annual property taxes and other related costs) which are allocable to the Generator Interconnection Related Upgrade, pursuant to the interconnection agreement (or support agreement) with the individual PTO or its designee which is responsible for the construction or modification, and such agreement may be filed with the Commission by the PTO, either signed or unsigned, on its own or at the request of the Generator Owner.” 

Thus, interconnection costs assigned to Generator Owners for Category B and C Projects may be affected by whether upgrades needed for the interconnection have already been included in the Regional System Plan for reasons other than the generator interconnection.  If an upgrade, for example, is already in the Regional System Plan as a Reliability Upgrade or Economic Upgrade, as described more fully in Section 4 below, its costs, depending on the project status level of the upgrade, potentially may not be assigned to the Generator Owner even if the same upgrades would be required for the generator interconnection.

The process and responsibility for the development and distribution of the Regional System Plan is addressed in Section II.48 of the Tariff.  The allocation and recovery of costs for Reliability Upgrades and Economic Upgrades associated with the Regional System Plan is addressed in Schedule 12 of the Tariff.   

4.
Detailed Discussion of Generator Interconnection Related Upgrade Cost 
Responsibility 

Cost responsibility for costs other than Direct Interconnection Transmission Costs and “excess costs,” which do not qualify as Pool-Supported PTF and are not included in Annual Transmission Revenue Requirements under Attachment F, will follow the following hierarchy, where the first set of conditions that applies to the project defines the responsibility:

a. Transmission Under Construction

b. Transmission Upgrades Associated with Category “A” & “B” Generation

c. Transmission Upgrades Associated with Category “C” Generation.

This hierarchy is based on the latest version of the Regional System Plan at the time of the request for approval under Section I.3.9 of the Tariff of a Generator Interconnection Related Upgrade.

a. Transmission Under Construction

For the purpose of this policy, it is presumed that all Reliability or Economic Upgrades designated as “Under Construction” prior to a request for Proposed Plan approval of a Generator Interconnection Related Upgrade will be unaffected by the proposed Generator Interconnection Related Upgrade.  Consequently the cost responsibility for the Generator Interconnection Related Upgrade will not include any costs of the Reliability or Economic Upgrade.

b.
Transmission Upgrades Associated with Category “A”& “B” Generation

The cost obligations for Generator Interconnection Related Upgrades for Category “A” and “B” Generation are determined by the Shared Amount and are not affected by the status of any Reliability Upgrades and Economic Upgrades, since the “but for” test does not apply to Category A and “B” projects. 

c.
Transmission Upgrades Associated with Category “C” Generation

If the Upgrade needed for the minimum interconnection of a Category “C” generator is the same, or is similar to and provides a similar system benefit (a “Similar Upgrade”), in whole or part, as an Upgrade included in the current Regional System Plan for Reliability or Economic reasons with a “Planned” status, and if the Generator Interconnection Related Upgrade eliminates, in whole or part, the need for the originally “Planned” Upgrade, the cost (or the applicable portion of the cost) of the Generator Interconnection Related Upgrade should be paid for under Schedule 12 of the Tariff up to the cost estimate (or the applicable portion of such estimate) for the originally “Planned” Upgrade.  Responsibility for any costs in excess of the estimated cost (or the applicable portion of such cost) of the original “Planned” Upgrade shall be determined in accordance with Schedule 11 of the Tariff.

Examples of Similar Upgrades are situations such as reactive devices that may need to be added at one station rather than another, breaker changes at one station rather than another, and increases in equipment size. 

An upgrade does not qualify as a Similar Upgrade if it involves situations such as re-conductoring rather than changing reactive compensation equipment, building a new substation rather than a new transmission circuit, installing a new transformer rather than re-conductoring, or any changes, including cancellation, of projects in the Regional System Plan resulting from a generator interconnection (that are not Similar Upgrades as described above).  

The same or a Similar Upgrade may also be included in the Regional System Plan for Reliability or Economic reasons with a “Proposed” or “Concept” status.   Projects included with a status of  “Proposed” or “Concept” for Reliability or Economic reasons in the Regional System Plan are projects in which the status may change to “Planned” within the Five Year planning horizon or may be eliminated.  For such “Proposed” or “Concept” projects, the Generator Owner may consult with the responsible Transmission Owner(s) and the ISO and, if the status involves additional study to determine the need for and timing of the “Proposed” or “Concept” project and the applicable Transmission Owner(s) and the ISO expect that considering all issues the determination could be made within 90 days, the Generator Owner may elect to pay for the studies necessary to make this determination.  If, after this additional study, the upgrade is reclassified as “Planned” for Reliability or Economic reasons unrelated to the Generator Interconnection Related Upgrades, removed from the Plan, replaced with an alternative plan, or deferred beyond the 5-year planning horizon, then the cost of the Generator Interconnection Related Upgrade should be allocated based on the revised status of the upgrade consistent with this policy and the Tariff.  If, on the other hand, the additional study is unable to justify a change in status, then the Generator cost responsibility for the Generator Interconnection Related Upgrade shall be determined by Schedule 11 and shall not be affected by any projects identified as “Proposed” or “Concept.”  

If the System Impact Study for a generator interconnection identifies an Upgrade that is needed for reliability reasons absent the generator interconnection, but the upgrade had not been previously identified and was not included in the Regional System Plan, the upgrade needs to be studied and added to the Regional System Plan as appropriate.

If the Transmission Owner and the Generator disagree as to the application of this Section 4.c, the dispute may be referred to the Reliability Committee for comment (not for vote).  If the Reliability Committee cannot suggest a resolution that is satisfactory to the parties, then the issue may be submitted to the FERC for resolution.

If the same or Similar Upgrades are required by two or more generators, this shall be addressed pursuant to Planning Policy PP-8 (Construction Sequencing).

5.
Elective Transmission Upgrades

An Elective Transmission Upgrade, as defined in Section II.1.20 of the Tariff, is a “Transmission Upgrade that is participant-funded (i.e., voluntarily funded by an entity or entities that have agreed to pay for all of the costs of such Transmission Upgrade), and is not:  (i) a Generator Interconnection Related Upgrade; (ii) a Reliability Transmission Upgrade (including a NEMA upgrade, as appropriate); (iii) a Market Efficiency Transmission Upgrade (including a NEMA Upgrade, as appropriate); or (iv) initially proposed in an Elective Transmission Upgrade Application filed with ISO in accordance with Section II.47.2 on a date after the addition or modification already has been otherwise identified in the current Regional System Plan (other than as an Elective Transmission Upgrade) in publication as of the date of that application.” 

As defined, the Elective Transmission Upgrade is intended to provide a mechanism for the development of transmission to address the specific needs of a Governance Participant or non-Governance Participant that are not otherwise addressed through Reliability Upgrades, Generator Interconnection Related Upgrades, or Economic Upgrades.  As such, the Governance Participant or non-Governance Participant requesting the Elective Transmission Upgrade must initially pay 100% of the initial and ongoing cost of an Elective Transmission Upgrade regardless of whether the upgrade involves new or rebuilt, or PTF or non-PTF Transmission Facilities.  The capital and annual costs of Elective Transmission Upgrades and of any additions to or modifications of the New England Transmission System that are required to accommodate the Elective Transmission Upgrades shall not constitute Pool-Supported PTF costs and shall not be included in Annual Transmission Revenue Requirements under Attachment F, except to the extent approved pursuant to the Tariff.  A request for approval of such inclusive rate treatment of an Elective Transmission Upgrade, if any, shall be determined by the Commission in the appropriate proceeding as provided by the Tariff.    TC "1.39
Elective Transmission Upgrade" \l "2"
If there are multiple Governance Participants or non-Governance Participants interested in a particular Elective Upgrade, then the cost responsibility should be determined through negotiations among the interested entities. 

6.
Schedule

Cost responsibility should be adjusted to address scheduling issues.  For any set of conditions, an upgrade with multiple needs will likely be needed as of different dates.  Therefore the schedule to construct an upgrade may need to be advanced or accelerated, if possible, to accommodate the earliest need.  If this is the case, the schedule should be negotiated to try to accommodate the earliest need.  If both needs are within the five year planning horizon of the Regional System Plan and cost responsibility is not specifically defined elsewhere (e.g. in Construction Sequencing), issues to be negotiated include alternatives such as overtime to install or construct, rescheduling other work, or premiums for expeditious manufacturing.  Negotiations should not involve changes in carrying cost resulting from a different in-service date.  In the event issues surrounding accelerating the schedule cannot be resolved, the schedule will not be accelerated.    Should the inability to resolve acceleration issues lead to an adverse effect on a new resource’s ability to interconnect to the system, the issue may be referred to the Reliability Committee for comment.  

7.
Applicable Dates

The typical sequence for the process of allocating cost responsibility requires that the Regional System Plan be prepared and established as a reference prior to the identification of upgrades for a generator interconnection.  Therefore the Regional System Plan used in the application of this policy will be the latest approved plan prior to submittal of the Proposed Plan Application for the generator interconnection and its associated transmission upgrades except where the status of a specific upgrade may be revised as a result of an additional study as provided for in Section 4.c of this policy.
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