For Discussion Purposes Only

FCM-Generator Interconnection Study Group

Draft Principles
Nov. 30, 2007 Revised
Introduction
Stakeholders submitted the following suggestions and questions for developing principles for the FCM-Generator Interconnection Study Group. The proposed principles are grouped in nine categories, and appear in no particular order. Some principles are listed under more than one category, and these are marked with an asterisk (*). The proponent of each principle or question is identified.
I. Deliverability
A. Should an intra-zonal deliverability standard, if established, use the same criteria as the overlapping impact test? (Bob Stein)
B. What constitutes deliverability and is there one standard? (Bob Stein)

C. It is important to ensure that any changes to process are well considered and provide a holistic solution, rather than just “amending the process to align with the FCM”, which could have unintended consequences if the issue is taken in isolation. In particular we see deliverability as an important issue, particularly with regard to ensuring that capacity procured through a FCM is actually deliverable (and therefore providing real capacity) to the market. (National Grid)

D. All resources that qualify for the capacity market should be subject to the same minimum level of deliverability. (George Johnson)

E. Any deliverability standards for capacity resources, or rules for determining whether such standards have been met, will affect the rates, terms and conditions of FERC jurisdictional services (interconnection, transmission and ancillary) and therefore must be filed with and approved by the FERC. (George Johnson)*
F. If, during the qualification process, ISO-NE determines that two or more capacity resources seeking to interconnect at the same location cannot, in time for the subject auction, both be interconnected in whole or part so as to be treated as deliverable resources, ISO-NE will so inform the affected capacity resources at the earliest feasible time, but in no event later than when it issues its qualification notices. (George Johnson)*
G. A capacity resource that meets the deliverability requirements for its initial interconnection and qualification will be deemed to be deliverable in all subsequent interconnection and qualification analyses and in all future auctions. (George Johnson)

H. The process and standards for determining that two or more capacity resources cannot by fully interconnected at the same location should be fair, transparent and consistent with the deliverability standards adopted and approved in compliance with New England Power Pool, 109 FERC ¶ 61,155 (2004) (the “November 8, 2004 Order”). (George Johnson)*
II. Efficiency of the Process
A. Ease of administration (ISO, TO, Generator) should be considered a positive feature. (Steve Rourke)

B. Where possible, analysis and review efforts for FCM and the queue should be combined to make the overall process more efficient. (Steve Rourke)

C. FCA qualification procedures and interconnection request procedures should be coordinated and streamlined. (CT DPUC)
D. Changes to the FCM qualification process and interconnection requirements should not delay the qualification and interconnection processes, and, to the extent feasible, should expedite them. (George Johnson)
E. If, during the qualification process, ISO-NE determines that two or more capacity resources seeking to interconnect at the same location cannot, in time for the subject auction, both be interconnected in whole or part so as to be treated as deliverable resources, ISO-NE will so inform the affected capacity resources at the earliest feasible time, but in no event later than when it issues its qualification notices. (George Johnson)*
F. The process and standards for determining that two or more capacity resources cannot by fully interconnected at the same location should be fair, transparent and consistent with the deliverability standards adopted and approved in compliance with New England Power Pool, 109 FERC ¶ 61,155 (2004) (the “November 8, 2004 Order”). (George Johnson)*
G. Where one capacity resource has been selected over another capacity resource and the selected capacity resource withdraws or otherwise fails to meet its obligations in order to come on line by the beginning of commitment period, the process should allow for the replacement of the selected resource by the capacity resource that was not selected. (George Johnson)*
III. Transparency of the Process
A. All rules relating to the interconnection and qualification of a new capacity resource should be known prior to the deadline for providing show of interest forms for the forward capacity auction in which the resource wishes to participate. (George Johnson)
B. The process and standards for determining that two or more capacity resources cannot by fully interconnected at the same location should be fair, transparent and consistent with the deliverability standards adopted and approved in compliance with New England Power Pool, 109 FERC ¶ 61,155 (2004) (the “November 8, 2004 Order”). (George Johnson)*
IV. FERC Jurisdictional Issues and Precedent (Rules, Rates and Settlement Agreement)
A. Proposals should be consistent with the principles of an Open Access Transmission Tariff. (Steve Rourke)

B. Proposals should be consistent with the principles of Market Rule 1. (Steve Rourke)

C. Proposals should be complete and resolve any inconsistencies with other parts of the tariff/market rules. (Steve Rourke)

D. Proposals should use features of the FERC pro forma tariff LGIA/SGIA where possible (Clustering, deliverability, two interconnection product, etc). (Steve Rourke)

E. Any changes to the interconnection process should be consistent with the Forward Capacity Market settlement. (CT DPUC)
F. Should all future interconnection studies, whether in the context of interconnection queue evaluations or FCM overlapping impact tests, be done on a consistent basis? (Bob Stein)
G. Should changes inconsistent with the Settlement Agreement be considered? (Bob Stein)
H. Any deliverability standards for capacity resources, or rules for determining whether such standards have been met, will affect the rates, terms and conditions of FERC jurisdictional services (interconnection, transmission and ancillary) and therefore must be filed with and approved by the FERC. (George Johnson)*
I. All changes to the FCM qualification process and interconnection requirements should be applied prospectively. (George Johnson)
J. The process and standards for determining that two or more capacity resources cannot by fully interconnected at the same location should be fair, transparent and consistent with the deliverability standards adopted and approved in compliance with New England Power Pool, 109 FERC ¶ 61,155 (2004) (the “November 8, 2004 Order”). (George Johnson)*
V. Costs/Market Efficiency/Competition
A. Interconnection rights should be allocated on the basis of efficiency and lowest overall system costs. (CT DPUC)
B. When resources have overlapping interconnection impacts, competition should determine the most efficient use of the interconnection. (CT DPUC)
C. What is the effect of any changes that result from the IQWG on the efficiency of the auction? (Bob Stein)
D. Is it appropriate for projects ahead in the Queue to block those behind and are there circumstances under which a project can retain its interconnection priority without clearing in a Forward Capacity Auction? (Bob Stein)
E. Should access to the Capacity Market be based on project value vs. queue order? (Bob Stein)
F. Transmission and System Planning needs to recognize the higher importance of studying successful bidders to assure these resources can be accommodated as required by FCA obligations. (VT DPS)
G. Regular reprioritization of the queue (e.g., any project that has failed to meet their progress schedule should be subject to reapplying for queue position) to avoid “blocking effect” that some projects may have on new resources. (VT DPS)
VI. Resources with Long Lead-times
A. Resources with long lead times should not be disadvantaged by FCA and interconnection rules and should be able to compete with shorter lead time resources for scarce interconnection rights. (CT DPUC)
B. Are long lead time projects disadvantaged in the FCA process and if so what should be done? (Bob Stein)
C. The qualification and interconnection processes should accommodate long lead-time generation units, including, but not limited to, taking into account the amount of time required to secure financing, and the level and timing of financial expenditures and risks required for such units.  If, upon review of any qualification results, the market monitor determines that the time period from the date of qualification notices to the commencement of the commitment period for the associated auction was not sufficiently long to reasonably expect that such long lead-time resources could be constructed, it shall recommend to ISO-NE and to FERC the period by which the FCA schedule should be extended to accommodate such construction. (George Johnson)
D. Resources with long lead times should not be disadvantaged by FCA and interconnection rules and should be able to compete with shorter lead time resources for scarce interconnection rights provided they remain on their milestone schedule for completion. (NH PUC)

VII. Resource-specific issues:
A. To which resource situations will potential new rules apply? What factors need to be considered? (Bob Stein) Consider the following possible grouping of resources:
1. Operating resources
2. Resources that have cleared in an FCA but are not operating. 
3. Qualified resources that have not cleared
B. Are there differences in the right to participate in non-capacity markets between resources that are energy only and those that are capacity resources? (Bob Stein)

VIII. Resources not selected in the FCA and Replacement Resources
A. Resources not selected in the FCA should recover out-of-pocket costs incurred to obtain and hold queue positions. (CT DPUC)
B. What is the length of time, if any, that a qualified resource, that does not clear in a FCA, retains rights over unqualified ones? (Bob Stein)
C. Is it appropriate for projects ahead in the Queue to block those behind and are there circumstances under which a project can retain its interconnection priority without clearing in a Forward Capacity Auction? (Bob Stein)
D. Where one capacity resource has been selected over another capacity resource, and the selected capacity resource withdraws or otherwise fails to meet its obligations in order to come on line by the beginning of commitment period, the process should allow for the replacement of the selected resource by the capacity resource that was not selected. (George Johnson)*
E. Resources not selected in the FCA should NOT recover out-of-pocket costs incurred to obtain and hold queue positions. (NH PUC and VT DPS)
IX. Clustering
A. Would the administration of interconnection studies and access to FCM be better or worse if the interconnection and/or FCM qualification process was based on analyzing clusters of new resources rather than individual studies? (Bob Stein)
B. On the issue of clustering of generator applications (NH issue), we believe there is already provision under Order 890 (paragraph 546, page 312) for generators to voluntarily cluster, so don’t really see a need to mandate anything. (National Grid)
C. In order to coordinate the interconnection review and FCM qualification process for all new capacity resources seeking to participate in a particular auction, ISO-NE should, to the extent feasible and subject to accommodating long-lead capacity resources, adopt a “window cluster” approach, to review the interconnection of all new capacity resources seeking to qualify in a particular FCA. Under the “window cluster” approach, ISO-NE would establish a time period (a “window”) during which generation projects could request to be studied for interconnection and qualifications purposes for a particular auction. The projects would be studied together, but inclusion in the cluster would not establish priority for purposes of interconnection where only a subset of such studied projects can be selected due to overlapping interconnection impacts. (George Johnson)
D. A new capacity resource with a long lead-time may participate in a “window cluster” study process for an FCA earlier than the auction in which it intends first to participate, i.e., it shall be entitled to “pre-qualify” its interconnection, and will be given interconnection priority (meaning that it will be included in the base case for purposes of studying the cluster for such later auction in which it participates), provided that it begins construction at least three years before that later auction is scheduled to commence. (George Johnson)

E. Proposed generation projects should not be disadvantaged or penalized for cooperating and coordinating with other potential projects in interconnection studies when joint or coordinated studies might make more economic sense than separate studies (this might be especially true for locationally constrained renewable projects considering cluster filings).  (NH PUC)
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