DRAFT Proposal to modify the Existing Cost Allocation Treatment for the Voltage Control Service Costs  

The intent of this compromise is to acknowledge that in provision of reliable operation that system reactive requirements must be analyzed from a regional standpoint and yet today there is no discrete financial impact to TOs that may not have taken all corrective steps necessary to ensure their compliance at all load levels within established Load Power Factor ranges.  This proposal creates a conceptual process that results in the possibility a TO may incur such a financial impact, and potentially provides some spotlight of the issue to individual state Commissions.
Presently ISO New England’s Operating Procedure No. 17, Load Power Factor Correction, establishes ranges of acceptable load power factors for various areas
 within the New England Control Area to provide for reliable system reactive performance from light load levels (in Spring and Fall) to heavy load levels (in Summer and Winter).  Then on an annual basis an actual Load Power Factor survey is performed, for each season, to determine if Market Participants are in compliance within the ranges of acceptable load power factors.  This proposal does not modify the establishment of ranges nor the annual survey process.  However, this proposal has 2 additional actions (potentially within OP17).  The first action would be in the event that the LPF Standard for the relevant year identifies an affected reliability region is not in compliance with the approved ranges then the relevant TOs Chief Operating Officer will have an opportunity to provide a written description to ISO-NE detailing why the area was not in compliance and what steps have been taken to address this issue.  The second would be a review by ISO-NE of the TO written description and a determination of whether the TOs have utilized best utility practices in addressing this issue.
In recognition that this is a change in utilizing the information from OP17 we propose that all reliability regions be given a grace period to take appropriate corrective actions, if appropriate.  During this grace period the current treatment of dynamic Reactive Supply and Voltage Control costs is maintained.

Following the release of the LPF Standards for 2009
 and with ISO-NE determination of whether TOs have utilized best utility practices, and for each subsequent year, then either (1) or (2) below occurs.

(1) In the event that ISO-NE finds that the TOs have not met the best utility practices then that reliability region will be assessed a flat monthly fee, of $X.  This monthly fee will then be reflected as a credit to the total monthly voltage control service costs.  The remaining monthly net voltage control service costs will then be recovered consistent with the current allocation of costs.
(2) In the alternate event that ISO-NE finds that the TOs have met the best utility practices then that reliability region is not assessed a flat monthly fee.  The monthly net voltage control service costs will then be recovered consistent with the current allocation of costs.
Massachusetts Staff adopts the NU/NSTAR/UI/MMWEC/NGRID rationale for the General Principles.  However, we posit that the proposal modification reflected herein impacts General Principle #6, that the proposal should encourage proper economic decisions, as by providing a review of the corrective steps taken to address the issue may enhance the timeliness of such actions.
� This proposal was prepared by MA DPU staff on July 24, 2007 as a compromise between the two previously submitted proposals discussed at the July 12 2007 Cost Allocation Working Group Meeting.  This proposal has not been reviewed and approved by the MA DPU Commission.





� Per OP 17 Appendix A – The New England Control Area is currently divided into 10 areas based on voltage/reactive performance, the number and strength of interconnections between voltage levels, and physical characteristics such as length of transmission lines, overhead or underground construction, etc.  These areas may be updated from time to time, as system changes dictate.





� It is anticipated that ISO-NE will post the LPF Standards for 2009 (based on the 2007/2008 L.P.F. Survey Result) in the March 2009 timeframe.
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