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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Marc Spitzer, Philip D. Moeller,
John R. Norris, and Cheryl A. LaFleur.

New York Independent System Operator, Inc. Docket No. ER07-521-009

ORDER ON COMPLIANCE FILING
(Issued July 15, 2010)

1. On April 16, 2010, the New York Independent System Operator, Inc. (NYISO)
submitted an implementation plan in compliance with the Commission’s April 16, 2008
order." The implementation plan provides for the development of new tariff provisions
and software systems that would enable load-serving entities to obtain new long-term
firm transmission rights for non-historic points of injection and points of withdrawal
combinations (Implementation Plan). The Commission accepts the proposed
Implementation Plan and directs additional compliance filings, as discussed below.

Background

2. In response to Commission Order No. 681, NYISO developed and made available
long-term firm transmission rights (LTTR) to load-serving entities in the form of
transmission congestion contracts (TCC).? These long-term fixed price TCCs were
associated with historic use of the transmission system as defined by expired or expiring
grandfathered transmission rights. In the April 16, 2008 Order, the Commission accepted
NYISO’s long-term firm transmission rights proposal subject to modification and

! New York Independent System Operator, Inc., 123 FERC § 61,044, at P 82
(2008) (April 16, 2008 Order).

2 See Long-Term Firm Transmission Rights in Organized Electricity Markets,
Order No. 681, FERC Stats. & Regs. 1 31,226, reh’g denied, Order No. 681-A,
117 FERC 1 61,201 (2006), clarified, Order No. 681-B, 126 FERC { 61,254 (2009).



Docket No. ER07-521-009 -2-

accepted the majority of NY1SO’s modifications on compliance in a November 20, 2008
Order.® The sole remaining issue concerns the availability of non-historic LTTRs.

3. As relevant here, the April 16, 2008 Order directed NYISO to expand the
availability of LTTRs to load serving entities that seek non-historic points of injection
and withdrawal.” The Commission stated that the non-historic rights may take the form
of fixed price TCCs or other form of LTTRs that meet the requirements of Order No. 681
in a non-discriminatory manner. In addition, the Commission indicated that NY1SO may
establish reasonable priorities for the allocation of these rights, such as to load serving
entities with long-term supply arrangements, and may propose reasonable limits on the
amount of existing transmission capacity used to support the rights. The April 16, 2008
Order stated that NYISO may implement this requirement as part of its End-State
Auction but directed NY1SO to submit a compliance filing to implement the requirement
within two years, with the resulting compliance deadline falling on April 16, 2010.

April 16, 2010 Filing

4. In its April 16, 2010 filing, NYISO proposes via its Implementation Plan to
provide for the development of new tariff provisions and software systems under which
load-serving entities would be able to obtain fixed-price TCCs between any point of
injection and their load zone, thereby permitting non-historic point of injection and point
of withdrawal combinations. According to the Implementation Plan, NYISO will then be
able to offer long-term non-historic LTTRs. As discussed below, NYISO cites
stakeholder support for basing non-historic LTTRs on the existing rules for historic fixed-
price TCCs. NYISO proposes to award non-historic fixed-price TCCs with a term of five
years.” NYISO states that, once this plan goes into effect, it will be in full compliance
with the Commission’s LTTR policies as set forth in Order Nos. 681 and 681-A.

5. NYISO states that it is in the process of moving from manually executed TCC
auctions, by which single-duration TCCs are auctioned sequentially over a period of
several months, to an automated auction system that NYISO refers to as the End-State

® For a detailed description of the long-term firm transmission rights and
background of this proceeding, see the April 16, 2008 Order and subsequent order
addressing NY1SO’s compliance filing implementing LTTRs, New York Independent
System Operator, Inc., 125 FERC { 61,206 (2008) (November 20, 2008 Order).

* April 16, 2008 Order, 123 FERC 61,044 at P 82.

> NYISO April 16 Compliance Filing at 10. NYISO also notes that LSEs may
choose to have fixed-price TCCs last for five or ten years at the time the TCCs are
acquired. Id. at 5.
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Auction. NYISO further states that the End-State Auction process will enable TCCs of
multi-durations to be auctioned simultaneously. According to the Implementation Plan,
load-serving entities would nominate non-historic fixed price TCCs as part of the multi-
duration auction. The value of these TCCs would be based on the initial auction round
that would value five-year TCCs. However, NYISO reports that the pricing methodology
is still being formulated among stakeholders.® NY1SO states that implementation of this
pricing method would necessarily tie the introduction of the non-historic TCCs to the
introduction of multi-duration auctions, i.e., the End-State Auction in 2012.

6. NYISO states that basing non-historic TCCs on the rules for historic TCCs is
consistent with other Commission-approved mechanisms.” NY1SO would award
non-historic five-year fixed price TCCs to load-serving entities who agree to pay the full
five-year price in advance and who have secured the required credit. The Implementation
Plan proposes to give priority to load-serving entities that certify that they need the
LTTRs for load that they are legally obliged to serve.

7. NYISO states that this proposal meets the reasonable needs of the stakeholders
that have shown an interest in the non-historic rights. NYISO adds that the April 16,
2008 Order found that entities already have sufficient fixed price TCCs to meet their
reasonable needs, and therefore concludes that tying this proposal to the multi-duration
auctions is reasonable. Based on stakeholder discussions and preferences, NYISO also
believes 2.5 percent of transmission system capacity offered in the TCC auctions should
be available to support the non-historic TCCs.

8. NYISO states that it expects to file tariff amendments for both its multi-duration
auction and non-historic fixed price TCCs far enough in advance to enable LSEs to
obtain non-historic five-year fixed price TCCs as part of the Autumn 2012 Centralized
TCC Auction. This provides time for the development of the multi-duration auction,
including software development, implementation, and testing. NYISO states that it
expects to finalize the design in 2010, after which it will develop tariff amendments
through the stakeholder process in order to meet the 2012 timeline. NYISO supports its
timing as consistent with the timeframe proposed by ISO New England in its April 15,
2010 status report in Docket No. ER07-476-000. NYISO states that it intends to file
additional implementation details and tariff revisions in the last quarter of 2011 or early
2012, and asks the Commission to find that the instant filing satisfies the Commission’s

® NY1SO April 16 Compliance Filing at 9, 12.

"NYISO cites similar proposals approved in 1SO New England Inc., 122 FERC
161,173, at P 141 (2008), and an order on a subsequent compliance filing,
ISO New England Inc., 125 FERC 1 61,069, at P 29 (2008).
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directive in the April 16, 2008 Order to submit a compliance filing expanding the
availability of LTTRs to include non-historic points of injection and withdrawal.

Notice of Filing and Responsive Pleadings

9. Notice of the NYISO’s filing of the Implementation Plan was published in the
Federal Register, with interventions and protests due on or before May 7, 2010.°
New York Association of Public Power (NYAPP) filed a protest, and the New York
Transmission Owners filed comments.®

Comments

10.  NYAPP protests the NYISO filing, asserting that it does not comply with the
Commission’s directive to expand the availability of LTTRs to non-historic points of
injection and withdrawal, and asks the Commission to reject the filing as an attempt to
exalt process over substantive compliance. NYAPP characterizes the April 16
Compliance Filing as a status report that explains that NY1SO has failed to comply with
the Commission’s directive.’® NYAPP also notes that NYISO did not seek an extension
of the two-year compliance directive, even though it states that it will not implement the
non-historic LTTRs until 2012.

11.  The New York Transmission Owners filed comments stating that, given that a
substantial portion of the New York transmission system capacity is already devoted to
grandfathered transmission rights and to fixed price TCCs for historic uses of the system,
requiring NY1SO to dedicate additional transmission capacity to support the five-year
non-historic fixed price TCCs would unreasonably restrict access to TCCs purchased in
the auction. The New York Transmission Owners state that the current pricing design
under consideration among stakeholders could create an incentive for participants to bid
in a manner that is intended to lower the market clearing price of TCCs. Additionally,
the New York Transmission Owners state that issues specific to Long Island, where only
TCCs of one month duration are auctioned, create issues with the current pricing

8 75 Fed. Reg. 27,549 (2010).

% The New York Transmission Owners consist of Central Hudson Gas & Electric
Corp., Consolidated Edison Company of New York, Inc., Long Island Power Authority,
New York Power Authority, New York State Electric & Gas Corp., Niagara Mohawk
Power Corp. d/b/a National Grid, Orange and Rockland Utilities, Inc., and Rochester Gas
and Electric Corp.

Y N'YAPP Protest at 4 (citing PSEG Power Connecticut, LLC, 121 FERC
161,041, at P 19 (2007)).
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proposal. Therefore, the New York Transmission Owners conclude that further
stakeholder discussions are required to resolve these issues and to address monitoring of
market power and any resulting influence on non-historic TCC prices.

Discussion

12. We accept NYISO’s compliance filing. However, we will require NYISO to file a
detailed implementation schedule as well as annual status reports on the ongoing
development of the non-historic TCCs as part of the multi-duration End-State auction
mechanism NYISO plans to put in place in 2012.

13.  Inthe April 16, 2008 Order, the Commission noted that LSEs with an immediate
interest in obtaining long-term rights will be able to obtain them and also determined that
NYISO’s proposal to limit the availability of Fixed Price TCCs to LSES’ historical uses
of the transmission system based on expired or expiring grandfathered transmission rights
was reasonable for the initial implementation of LTTRs.* However, the Commission
stated that NY1SO must expand the availability of LTTRs to LSEs that seek to use non-
historic points of injection and withdrawal. Recognizing that NY1SO could not conduct
the iterative feasibility analysis that would be required to support such rights, given the
limitations of the existing manual auction systems,** the Commission held that NY1SO
may implement this requirement as part of its End-State Auction.”* Nevertheless, the
Commission also required NYISO to submit a compliance filing to implement this
requirement by April 16, 2010.

14.  Although we continue to believe that non-historic LTTRs should be made
available as soon as possible, given the infeasibility of doing so prior to the
implementation of the End-State Auction, we find that NYISO’s Implementation Plan
complies with the directives in the April 16, 2008 Order, and we will accept NY1SO’s
plan to coordinate implementation of non-historic LTTRs with the implementation of the
End-State Auction. In the interim, we note that the reasonable needs of LSEs are already

1 April 16, 2008 Order, 123 FERC 61,044 at P 81.

12 5ee id. P 62 and P 80, which states “NY1SO claims that it cannot make Fixed
Price TCCs available for non-historic uses of the transmission system because of the
limitations of NYISO’s existing manual auction systems. However, it states that it is
willing to explore the possibility of giving LSEs an additional option to obtain Fixed
Price TCCs for non-historic uses as part of the End-State Auction.”

3 No party has contested the infeasibility of providing non-historic LTTRs prior to
the implementation of the End-State auction.
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supported by LSEs’ ability to obtain up to 100 percent of their formerly grandfathered
transmission rights for historic service as Fixed Price TCCs.

15.  NYISO notes stakeholder support for offering fixed-price TCCs on terms based on
the existing rules for historic fixed-price TCCs, and proposes to award non-historic
fixed-price TCCs with a five-year term. NYISO also acknowledges the historic TCCs’
availability as ten-year or renewable five-year products. The Commission will allow use
of the existing historic fixed-price TCC rules as a basis for the non-historic TCC
proposal. NYISO may meet the ten-year coverage requirement for non-historic LTTRS,
as for historic LTTRs, through any mix of term lengths and renewals that stakeholders
agree to, as long as the coverage is firm and the rights are fully funded, i.e., the rights
provide full reimbursement of any congestion costs that are incurred.**

16.  Inaddition, NYI1SO states that LSEs that choose non-historic fixed-price TCCs
would be required to pay the full five-year price before the non-historic TCCs become
effective, and to secure required credit. This, however, appears to conflict with the
existing rules for historic fixed-price TCCs, which require annual installment payments
of equal amounts over the term of the LTTRs." Consequently, as NYISO further refines
its non-historic TCC implementation proposal, it should revise the payment feature to
ensure that non-historic TCCs are treated consistently with existing TCCs, including
allowing annual installment payments.*®

17.  In the submittal leading to the April 16, 2008 Order, NYISO did not provide a
firm date for the implementation of the multi-duration, End-State Auction but did state

4 See 1SO New England Inc., 125 FERC { 61,069 at P 29.

1> See NY1SO Open Access Transmission Tariff, Attachment M, Sale and Award
of Transmission Congestion Contracts (TCCs), § 2.1.3 (2010). This section provides, in
pertinent part:

An LSE that obtains Fixed Price TCCs pursuant to this
Section 2.1 shall be required to pay the 1SO the total amount
specified in this Section 2.1 in equal annual payments for
each year of the Fixed Price TCC’s duration.

16 See April 16, 2008 Order, 123 FERC 61,044 at P 82 (requiring non-
discriminatory implementation of non-historic LTTRS); see also Cal. Indep. Trans. Sys.
Operator Corp., 120 FERC 1 61,023, at P 190 (2007); Cal. Indep. Trans. Sys. Operator
Corp., 119 FERC 1 61,076, at P 378 (2007) (both directing California Independent
System Operator Corporation to modify its tariff to allow creditworthy external LSEs to
pre-pay LTTRs on a monthly basis, consistent with internal LSES’ payment schedule).
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that it would be soliciting stakeholder input in 2008.*" The Implementation Plan
indicates that NYISO intends to finalize the design of the multi-duration auction in 2010,
develop a credit policy for the new five-year TCCs with stakeholders, and file
implementation details and modified tariff sheets by the end of 2011 or early 2012.
However, the plan leaves the timeline open as to when NYISO will actually make LTTRS
available to market participants for non-historic points of injection and points of
withdrawal, i.e. the specific TCC auction in 2012 in which they will be introduced.

18.  Therefore, the Commission directs NYISO to file within 30 days from the date of
this order a detailed implementation schedule, including a timetable for making non-
historic LTTRs available no later than the Autumn 2012 Centralized TCC Auction.
Additionally, we direct NYISO to provide status reports on December 1, 2010 and
December 1, 2011 that detail the ongoing efforts, including those regarding stakeholders,
tariff revisions, and software development, and milestones, and also including those
relating to the implementation of the End-State Auction, to achieve this implementation
directive.'® Finally, we note that, in the Implementation Proposal, NY1SO promises to
make one or more future compliance filings proposing tariff revisions necessary to
effectuate non-historic fixed price TCCs starting in 2012.*° We remind NYI1SO that it
should file any proposed tariff modifications implementing non-historic fixed price TCCs
at least 60 days prior to the date of the auction in which these TCCs will be made
available, and, given the complexity of the issues, we recommend filing 120 days in
advance to ensure that the issuance of non-historic TCCs remains on schedule.

19.  Finally, we agree with the New York Transmission Owners that there are
outstanding issues to be considered in the development of NYISO’s non-historic LTTR
proposal, and that NY1SO and its stakeholders should attempt to resolve them through the
stakeholder process. While the Implementation Plan provides an outline of the pricing
proposal and of the availability of non-historic TCCs to market participants, NY1SO did
not file a formal proposal for Commission evaluation or approval. Therefore, we believe
it would premature to rule on these matters at this time. We urge NYISO to work with its
stakeholders to resolve any issues that arise in the course of developing its non-historic
LTTR proposal. The Commission will evaluate the proposal and address issues raised
when NYISO formally submits further refinements, including proposed tariff
modifications.

17 April 16, 2008 Order, 123 FERC { 61,044 at P 15 n.28.

18 We anticipate that these status reports will be for informational purposes only
and would not be noticed nor require Commission action.

Y NY1SO April 16 Compliance Filing at 13.
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The Commission orders:

(A) NYISO’s April 16, 2010 Implementation Plan is hereby accepted in
compliance with the April 16, 2008 Order, New York Independent System Operator, Inc.,
123 FERC { 61,044 (2008), consistent with the discussion in the body of this order.

(B)  NYISO is hereby directed to make additional compliance filings, as
discussed above: (i) to provide an implementation schedule for non-historic LTTRs,
within 30 days of the date of this order; and (ii) to submit status reports on December 1,
2010 and December 1, 2011.

By the Commission. Commissioner LaFleur voting present.

(SEAL)

Kimberly D. Bose,
Secretary.
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