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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Norman C. Bay, Chairman;
Cheryl A. LaFleur, and Colette D. Honorable.

ISO New England Inc. Docket Nos. ER17-6800
New England Power Pool Participants Committee ER17-68-001

ORDERACCEPTINGPROPOSED TARIFF REVISIONS
(Issued December 9, 2016)

1. On October 12, 2016, pursuant to section 205 of the Federal Power Actl(FPA),
ISO New England Inc. (ISO-NE) and the New England Power Pool Participants
Committee(NEPOOL)(collectively, Filing Parties), jointly submittgeroposed revisions
to sections | and Ill of Market Rule 1 of IS€E’s Transmission, Markets and Services
Tariff (Tariff).? The Filing Parties state that the proposed revisions include resource
dispatchablity changes to improve price formation in the ISO-NE energy market and
enhance overall system reliabilityAs discussed below, we accept the proposed

Tariff revisions, with different sections of the Tariff revisions to beceffective
December 12, 2016, December 1, 2018, and June 1, 2020, as requested.

116 U.S.C. § 824d (2012).

2SO New England Inc., FERC FPA Electric Tariff, ISO New England Inc.
Transmission, Markets and Services Tatiff, |.2 Rules of Construction; Definitions,
92.0.0 111.2, 111.1 Market Operations, 33.0.011.13.6, 111.13.6 Rights and Obligations of
Capacity Resources, 28.010.14 Requlation Market, I11.14 Regulation Market, 8.0.0
ISO New England Inc., FERC FPA Electric Tariff, ISO New England Inc. Transmission,
Markets and Services Tariff2, 1.2 Rules of Construction; Definitions, 94.0.0

® Transmittal at 22. The Filing Parties submitted Part 1 and 2 Transmittals in
Docket Nos. ER1-:68-000 and ER17-6801, respectively The references herein refer to
the Part 1 Transmittal.
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l. Background and Summary of Filing

2. The Filing Partiestate that dispatchable resources participate inNE@-energy
market by submitting priced energy offers that demonstrate the economic willingness of
the Market Participafito operate its resource, and that allow its price to be incorporated
into the Locational Marginal Prices (LMP). The Filing Parties explain that, when a
resource is dispatchable, it submits a supply offer into the energy market that is based on
price (“pricebased”) and reflects the resource’s economic and physical operating
characteristics. The Filing Parties state that dispatchable resources receive Dispatch
Instruction$ electronically from ISENE that require the resources to increase or
decreaseheir output based on the economic andypical parameters provided in

each resource’s supply offerhe Filing Parties explain that a resource that is non-
dispatchable is not capable of receiving electronic Dispatch Instructions from ISO-NE,
but insteadeceivesa manuaDispatch Instruction through a call from ISO-NE to change
its output. Furthermore, the Filing Parties explain that a non-dispatchable resource is
permitted to selschedule its resource for generation in the energy market.

* “Market Participant” is a participant in the ISO-Mtarkets (including a
Financial Transmission Rights-OnGustomer) that has executed a Market Participant
Service Agreement, or on whose behalf an unexecuted Market Participant Service
Agreement has been filed with the Commission. See ISO New England Inc.,
Transmission, Marketsnd Services Tariff, General Terms and Conditions28I.
Definitions.

® Transmittal at 5.

® “Dispatch Instruction’means directions that ISO-NE gives to Market
Participants, which may include instructions to start up, shut down, raise or lower
generation, curtail or restore loads from Demand Resources, change External
Transa
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3. The Filing Parties explain that the three principal market design changes will:

(1) apply dispatchability requirements to a broader range of resources, (2) require
intermittent resources participating in therward CapacitMarketto offer into the
day-ahead energy mark&and (3) facilitate participation of alternative technologies that
both consume and inject energy in the energy market as dispatchable re3otiees.
Filing Parties also state that the proposed revisions update the definition of settlement-
only resources to clarify how the capadaifythese resources is measuted.

4. The Filing Parties state that to achieve these goals, the proposed revisions will
require nondispatchable resourcesparchase equipment and communications software
to respond to electronic Dispatch Instructiofifie Filing Parties explain that Market
Participans will need to order a Remote Terminal Unit (RTU) to receive electronic
signals, and a communication circuit to connect the RTU to theNE@etwork. The
Filing Parties also explain that the proposed revisions require Market Participants to
submit order forms for equipment to ISTE by January 15, 2017, and resources must
work with ISO-NE to become dispatchable withinri@nths of ordering the equipment.
According to the Filing Parties, if a Market Participant is not able to convert to a
dispatchable resoure@thin 12 months the Market Participant must submit a plan to
ISO-NE that explains how the Market Participant will become dispatchable on a
reasonable timelin&’

5. The Filing Partiestate that there are approximately 5,200 MW of generation
capacity that currently operate as non-dispatchable resources and therefore are not

generator asset, Seédchedule is the action of a Market Participant in committing or
scheduling a generator asset to provide energy in an hour at its ecomomacm limit,
whether or not in the absence of that action ISO-NE would havedeleor dispatched
the generator asset to provide tinergy. See ISO New England Inc., Transmission,
Markets and Services Tariff, General Terms and Conditions, § 1.2.2, Definitions.
Transmittal at 6.

8
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required to respond to electronic Dispatch Instructidiise Filing Parties further state
that the proposed revisions mostly impact 300 MW8aiflemen®only resources and
900 MW of intermittent power resources, amould notapplyto 4,000 MW of nuclear
and solar resourcés.

6. The Filing Partiestatethat the proposed revisions do not prohibit a dispatchable
resource from selécheduling at its economic minimusatputlevel, and dispatchable
resources can adjust their offer prices either through -@klegdenergy market offer, or
adjustments to howrloffers in the real-time energy market, to generate above an
economic minimum level® According to the Filing Parties, dispatchable resources will
submit supply offers into the energy market that reflect prices at which they are willing to
provide energyand participants can shape hourly offers to reflect willingness to generate
at particular output levels at certain times during the day, including willingness to offer at
high prices at night.

7. The Filing Parties state that the proposed revisions provide reliability benefits
because they will allow system operators to respond more efficiently to potential
system emergencies by not requiring tiomsumingnanual actions to dispatch
resources to increase or decrease their otifplrt.addition, the FilindParties state that
these revisions improve price formation because thene directly incorporate these
non-dispatchable, intermittent power resources into LNIRe Filing Parties explain that
non-dispatchable generators cannot be “marginal’ and therefore cannot participate
directly in price formation; thus, thegquest ISO-NE to schedule their resources as

2 Transmittal at 9-10. The Filing Parties state that they plan to eventually develop
dispatchability rules for solar resources when ISO-NE has developed a more accurate
forecasting mechanism for these resourCHse Filing Parties also state that nuclear
resources will remain non-dispatchable because these facilities receive Dispatch
Instructions through telephone communications, and electronic communications could
create dupl
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“price takers” that are willing to accept any price for their outpuAccording to he
Filing Parties, thgproposed revisions would require ndispatchable resources to reflect
their desire to generaie a price-based supply offer, which would be reflected in a LMP

value.

8. The Filing Partiestate the rule changes are closely related to the Do Not Exceed
(DNE) Dispatch rules that were accepted
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executed before March 17, 20@8,(3) under a state regulatory authority’s
implementation of PURPA are exeragfrom sections205 and 206 of the FPA.

12. Eversource asserts thhe proposed revisioradso conflict with gction
292.304(d) of the Commissionfegulations:’ positing that the revisions constrain
the abilityof QFs to determine the amount of energy available for PURPA sales.
Specifically, according to Eversource, the revisions violate the right



Docket Nos. ER1-68-000 and ER17-6801 -7 -

unreasonable to impose equipment costs on QFs for engaging in activities that are exempt
from section 205 of the FPA.

B. Answer

15. Inits answer, ISONE states thaEversource’s comments are based on the premise
that the proposed revisions will require QFs with which Eversource has power purchase
agreements to participate in I9TE’s marketsinterfering with their PURPA contracts.
ISO-NE states thahe proposed revisions do not require a QF to sell energy into ISO-
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including a transmission constraffit ISO-NE states these are non-discriminatory
curtailments of QFs that are consistent with the Commission’s regulations implementing
PURPAZ®

18. ISO-NE argues that itmarket rules provide QFs the equivalent to the
Midcontinent Independent System Operator, Inc.’s “hybrid QF” option that ISO-NE
states the Commissi@tcepted irDccidental.”” ISO-NE explains thathere are several
waysa QF can participate in ISNE’s energy markets and receive a PURRAIded

cost rate, including bilateral transactiondgresignatinghe resource as being owned
by the host utility?® Furthermore, ISO-NE states that QFs in the NEDregion are not
obligated to participate in ISO-NE’s energy markets, and a QF can choose to operate
exclusively as a behinthe-meter resource on its host utility’s systé.

19. ISO-NE additionally states that thpgoposed revisions aret contrary to the
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20. Inits answer, NEPOOL urges the Commission to accept the proposed reasions
filed, without modification or condition. According to NEPOOL, Eversource raised its
concern during the NEPOOL stakeholder process; however, Eversource did not suggest
any revisions to the rule changesatidress its concefl. NEPOOL states that at the

July 2016 Markets Committee Meeting, IS describd how QFs would be treated

under various circumstances, explaining that the changes would only impact QFs that
elected to register, and even those QFs retained the right to control their dispatch by
self-scheduling. NEPOOL states that no effort was made at the August 5, 2016
Participants Committee meeting to explain why different treatment for different QFs

was reasonable or justified.

21. NEPOOL argues that Eversource was not persuasive, in either the NEPOOL
stakeholder process, oriis filed comments, in explaining why it is necessary or even
desirable to provide some QFs preferential or discriminatory treatment over other
resources, be they QFs or not. NEPOOL expléiasunless QFgoluntarily register to

be subject to central dispatch, they are under no obligation to participate in the ISO-NE
markets. Thus, for any QF that is not registered, the proposed revisions do ndtaffect
the QF decides to sell energy under PURP%&cording to NEPOOL, even if a QF has
registered, it still has the ability under the proposed revisions to control its output by
self-scheduling®

[l. Commission Determination

A. Procedural Matters

22. Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. 8 385.214 (2016), the timeiled unopposed motions to intervene serve to
make the entities filing them parties to this proceeding.

23. Rule 213(a)(2) of the Commission’s Ralof Practice and Procedure, 18 C.F.R.
§ 385.213(a)(2) (2016), prohibits an answer to a protest or answer unless otherwise
ordered by the decisional authority. We will accept the answerdriikbis proceeding
because they have provided informatioatthas assisted us in our decisioaking
process.

31 NEPOOL Answer at-3.

32 NEPOOL Answer at 7 (citing to NEPOOL21. See October 12 Filing at 13.
Under the proposed revisions, pursuant to Section 111.1.10.9(d), a Market Participant with
a Dispatchable Resource can continue to request tGSledfdule the resource at its
Economic Minimum Limij.
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B. Substantive Matters

24. The Commission accepts ISO-NE’s proposed Tariff revisions, to become effective
December 12, 2016, December 1, 2018, and June 1, 2020, as requested. The Filing
Parties anticipate improv



Docket Nos. ER17
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The Commission orders:

Filing Parties’ proposed Tariff revisions are hereby accepodaecomesffective
December 12, 2016, December @18, and June 1, 2020, as requested.

By the Commission.

(SEAL)

Kimberly D. Bose,
Secretary.
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