UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

ISO New England Inc. Docket No. ER22-1528

PROTEST OF CLEAN ENERGY AND CONSUMER ADVOCATES

Pursuant to Rule 211 of the Federal Energy Regulatory Commission’s (“Commission” or
“FERC”) Rules of Practice and Procedure, RENEW Northeast, Natural Resources Defense
Council, Sierra Club, Conservation Law Foundation, Acadia Center, the Environmental Defense
Fund, Sustainable FERC Project, Massachusetts Climate Action Network, PowerOptions, E2
(Environmental Entrepreneurs), and American Clean Power Association? (collectively, “Clean
Energy and Consumer Advocates”) respectfully submit this protest and comment on ISO New
England Inc.’s (“ISO-NE” or “ISO”) proposal under Section 205 of the Federal Power Act
(“FPA’) to adopt, after a two-year delay, buyer-side market power review and mitigation
reforms (the “Delay Proposal”) to its Transmission, Markets and Services Tariff (“Tariff”).*

ISO-NE has failed to justify delaying long-overdue, necessary reforms to the region’s
Minimum Offer Price Rule (“MOPR”), which results in rates that are unjust, unreasonable, and
unduly discriminatory.* The existing MOPR violates the FPA because it “distorts the market-
clearing price” in the region’s Forward Capacity Market (“FCM?”), “forces customers to pay

more than necessary to meet their capacity needs,” “appears to act as a barrier to competition,

118 C.F.R. 88 385.211, 214.

2 The views and opinions expressed in this filing do not necessarily reflect the official position of each of
American Clean Power Association’s individual members.

3 Revisions to 1SO Transmission, Mkts. and Servs. Tariff of Buyer-Side Market Power Review and
Mitigation Reforms (Mar. 31, 2022) (“ISO Filing”), Accession No. 20220331-5296.

*1SO-NE, 178 FERC 1 61,050 (Jan. 21, 2022) (Glick & Clements, Chairman & Comm’r, concurring at P
2) (“Joint Concurrence”).



insulating incumbent generators from having to compete with certain new resources that may be
able to provide capacity at lower cost,” and “increase[s] the costs of state policies.”®

By leaving the existing MOPR in place for the region’s 17" and 18" annual Forward
Capacity Auctions (“FCA”), FCA 17 and FCA 18, the Delay Proposal would perpetuate unjust
and unreasonable rates and lead to further harms. Clean Energy and Consumer Advocates urge
the Commission to reject ISO-NE’s unfounded and unduly discriminatory Delay Proposal and to
exercise its authority under Section 206 of the FPA instead to require that ISO-NE implement a
replacement Tariff proposal that would implement MOPR reforms without delay, starting in
FCA 17, as ISO-NE previously committed to do in Docket No. AD21-10.° Specifically, Clean
Energy and Consumer Advocates propose that the Commission require under Section 206 of the
FPA that ISO-NE adopt and implement the proposal that it developed over eight months of
discussions with New England Power Pool (“NEPOOL”) stakeholders to implement MOPR
reforms by FCA 17, and which was overwhelmingly endorsed by stakeholders at the NEPOOL
Markets Committee on January 11, 2022 (the “Markets Committee Proposal”).’

Our Protest is organized as follows. First, we discuss the standards of review under FPA
Sections 205 and 206. Second, we provide important background on MOPR reform discussions
in New England, including the development of ISO-NE’s Delay Proposal and the alternative

Markets Committee Proposal. Third, we discuss why MOPR reforms are essential in New

%1d. (Glick & Clements, Chairman & Comm’r, concurring at PP 3-4).

® Pre- Conference Statement of ISO-NE, at 3, Docket No. AD21-10 (May 26, 2021) (“I1SO will ... begin
outreach to the New England states and NEPOOL stakeholders, with the goal of developing a solution
that is implementable, along with the elimination of the MOPR, in time for the seventeenth Forward
Capacity Auction, for which qualification processes begin in March 2022.”), Accession No. 20210526-
4007.

7 See Tariff Language Approved by the NEPOOL Markets Committee (2022) (attached hereto as Ex. D),
https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-
12_mopr_removal_iso_tariff _redlines_revl.docx; ISO-NE Filing, Transmittal Letter at 75 (Mar. 31,
2022) (“Transmittal Letter”), Accession No. 20220331-5296; id. at 75.



https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_tariff_redlines_rev1.docx
https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_tariff_redlines_rev1.docx

England and why the Commission and ISO-NE must act to reform the existing unjust and
unreasonable Tariff. Fourth, we explain why the 1ISO’s Delay Proposal fails to adequately justify
applying the MOPR to state-sponsored resources and why the Commission must reject this
proposal as unjust and unreasonable. Finally, we explain why the Commission should use its
Section 206 authority to require ISO-NE to implement the just and reasonable Markets
Committee Proposal for MOPR reform instead and provide the rationale for doing so.

As we explain below, due to the limited time remaining before FCA 17, if the
Commission agrees with Clean Energy and Consumer Advocates that ISO-NE’s Delay Proposal
is unjust and unreasonable and/or unduly discriminatory, it is critical that the Commission also
require ISO-NE to implement the Markets Committee Proposal or a similar specific replacement
rate, rather than leaving it to ISO-NE to develop a new just and reasonable replacement in the
first instance. The latter approach would almost certainly lead to time-consuming further
stakeholder proceedings that could leave consumers, investors, and the region still subject to the
existing MOPR, which is an even more unjust and unreasonable rate than the Delay Proposal, in
FCA 17 while occupying critical ISO-NE and stakeholder energies needed for other market
reforms.

l. STANDARD OF REVIEW

FERC’s authority over wholesale energy rates, charges, and any rules and regulations
pertaining thereto is governed by two distinct but related sections of the FPA. While both Section
205 and Section 206 of the FPA require that such rates and charges be just, reasonable, and
without undue preference or privilege,® the burden of proof and the roles of the utilities and the

Commission shift between them.

816 U.S.C. §§ 824d(a), (b); id. § 824e(a).



A. Section 205

Section 205 of the FPA requires that public utilities file notice regarding any proposed
rate change with the Commission for approval at least 60 days prior to its proposed effective
date.® Once filing parties submit a proposal, the Commission then must examine the rates, terms
and conditions, and other tariff provisions that were filed and decide whether or not they are in
fact “just, reasonable, and not unduly discriminatory,”*° but the burden of establishing this lies
with the filing utility.* Upon a finding that a tariff is not just or reasonable, FERC’s authority in
the Section 205 context is limited to rejecting the filing in whole or in part,*2 or with the filing
parties’ consent, the Commission may suggest “minor” modifications to a proposal, so long as
such modifications are in line with the general scheme of the tariff.:

The requirement that rates be just, reasonable, and not unduly discriminatory is the same
in both Sections 205 and 206 and Commission decisions in either context must be based on
reasoned decision-making supported by substantial evidence.* As a general principle, the
Commission has held that in “assuring just and reasonable rates, the Commission must strike a

balance between setting a price that will provide an incentive to develop and retain a sufficient

%1d.8 824d(d).

101d. § 824d(a)—(e); Wisconsin Pub. Power, Inc. v. FERC, 493 F.3d 239, 260 (D.C. Cir. 2007); 1SO, 118
FERC 1 61,224, at P 12 (Mar. 19, 2007) (“The burden to provide a rationale and support for a proposed
tariff revision in the first instance is on the Applicants and not the Commission” and rejecting
applications based on unsupported assertions.).

11 See City of Winnfield v. FERC, 744 F.2d 871, 874-75 (D.C. Cir. 1984).

12 See, e.9., NYPSC v. FERC, 642 F.2d 1335, 1345 (D.C. Cir. 1980); W. Res., Inc. v. FERC, 9 F.3d 1568,
1574 (D.C. Cir. 1993); Sea Robin Pipeline Co. v. FERC, 795 F.2d 182, 183, 187 (D.C. Cir. 1986); City of
Winnfield, 744 F.2d 871, 875, 876 (D.C. Cir. 1984).

13 W. Res., Inc., 9 F.3d at 1579; Constellation Mystic Power, LLC, 172 FERC 1 61,043, at P 45 (July 17,
2020).

1416 U.S.C. § 825I(b). See also Emera Maine v. FERC, 854 F.3d 9, 25 (D.C. Cir. 2017) (“Thus, while
‘[t]he ‘just and reasonable’ lodestar is no loftier under section 206 than under section 205,” FirstEnergy,
758 F.3d at 353, the showing required of FERC to exercise its section 206 authority to change an existing
rate is different from anything required for FERC to approve a utility’s proposed rate adjustment under
section 205.”).



level of capacity to ensure reliability, and protecting customers from overpaying for that
capacity.”® It must also balance the ability of states to pursue legitimate state policy goals.® In
line with these principles, the Commission has rejected Section 205 proposals where they have
failed to balance competing interests at issue, and where rate proposals are inconsistent with
stated goals or lead to illogical results.!” The Commission has also rejected rates that include
transition mechanisms designed to delay impacts where such mechanisms lack a firm analytical
basis and serve to delay efficient market signals.*®

B. Section 206

Where the Commission has found—on its own motion or in response to a complaint—
that a rate is unjust, unreasonable, or unduly discriminatory, Section 206 gives the Commission
the authority to set the just and reasonable rate, rule, or practice.® As a result, a Section 205
proceeding may be transformed into a Section 206 proceeding and the Commission can impose a
specific replacement rate if three conditions are met: (1) the proposed rate under Section 205 is
determined to be unjust and unreasonable;?° (2) the existing rate is unjust and unreasonable;?!

and (3) the replacement rate is just, reasonable, and supported by substantial evidence and

15150, 158 FERC 1 61,138, at P 11 (Feb. 3, 2017); see also New England Power Generators Ass’n, Inc.,
146 FERC 1 61,039, at P 52 (Jan. 24, 2014); Fed. Power Comm’n v. Hope Natural Gas Co., 320 U.S.
591, 603 (1944) (evaluating whether end result of agency’s balancing customer interests with utility’s
“legitimate concern with the financial integrity of the company” resulted in reasonable rates).

16150, 155 FERC 1 61,023, at P 6 (Apr. 8, 2016) (citing NESCOE, 142 FERC 1 61,108 at P 35).

17180, 146 FERC 1 61,084, 61,354 (Feb. 11, 2014); 1SO, 135 FERC 1 61,029, 61,146 (Apr. 13, 2011).

18 See, e.g., New York Indep. Sys. Operator, Inc. (“NYISO”), 158 FERC { 61,064, at P 55 (Jan. 27, 2017).
1916 U.S.C. § 824e(a). See also W. Res., Inc., 9 F.3d at 1579.

20 \W. Res., 9 F.3d at 1579.

21 1d. See also Emera Maine, 854 F.3d at 25 (“Section 206 therefore imposes a ‘dual burden’ on FERC.
FirstEnergy, 758 F.3d at 353. Without a showing that the existing rate is unlawful, FERC has no
authority to impose a new rate. See Fla. Gas Transmission Co. v. FERC, 604 F.3d 636, 640-41 (D.C. Cir.
2010) (examining similar requirement under the NGA); Sea Robin Pipeline Co. v. FERC, 795 F.2d 182,
187 (D.C. Cir. 1986) (same)”).



reasoned rulemaking.?? The Commission does not need to exercise its Section 206 authority in a
separate proceeding since, as part of a Section 205 proceeding, it may discover facts that make
changes pursuant to its Section 206 authority necessary.?® Pursuant to its broad authority under
Section 206, the Commission can implement reforms and amend tariffs based on what it
determines to be just and reasonable rules and regulations.?* Effectively, Section 206 puts the
Commission in a more proactive position by leveraging its authority to reform tariffs on its own
initiative.?®
1. BACKGROUND

ISO-NE’s MOPR has been controversial since its inception. New England states have
long opposed the MOPR, including in their 2012 complaint that urged the Commission to reject
the 1SO’s proposed Tariff provisions.?® The states then as now have raised concerns that, by
“exclud[ing] from the FCM new renewable resources developed pursuant to state statutes and
regulations,” the MOPR “will require electricity customers to purchase more capacity from the
FCM than is necessary for resource adequacy,” leading to excessive, unjust and unreasonable

rates, and “unreasonably undermin[ing] legitimate public policies that are unrelated to the price

22\W. Res., 9 F.3d at 1579-80 (citing Tennessee Gas Pipeline Co. v. FERC, 860 F.2d 446, 456
(D.C.Cir.1988)) (FERC must first determine “that the presumptively just and reasonable existing rate is
no longer just and reasonable”) (emphasis in original); Sea Robin Pipeline Co., 795 F.2d at 184 (FERC
must find “that the existing rate is unjust or unreasonable and the proposed new rate is both just and
reasonable”); ANR Pipeline Co. v. FERC, 771 F.2d 507, 514 (D.C. Cir. 1985) (same).

23 Advanced Energy Mgmt. All. v. FERC, 860 F.3d 656, 664 (D.C. Cir. 2017).

24 Bethany Davis Noll & Burcin Unel, Markets, Externalities, and the FPA: The Fed. Energy Regul.
Comm’n’s Authority to Price Carbon Dioxide Emissions, 27 NYU Env’t Law J. 1 (2019).

% Ari Peskoe, A Challenge for Federalism: Achieving Nat’l Goals in the Elec. Indus., 18 Mo. Env’t Law
and Policy Review 209, 220-21 (2011).

26 Compl. and Mot. to Consolidate Proceedings of the New England States Committee on Electricity
(“NESCOE”), Docket Nos. EL13-34-000 and ER12-953-001 (not consolidated) (Dec. 28, 2012),
https://nescoe.com/resource-center/fcm-re-exempt-dec2012/.



https://nescoe.com/resource-center/fcm-re-exempt-dec2012/

paid for capacity.”?” Over the last decade, the conflicts between the MOPR and states’ public
policies and consumers’ interests have grown, as New England states have adopted increasingly
ambitious state laws to address the dangers of climate change.?® Both ISO-NE and the New
England states now agree that the existing MOPR is unsustainable and must change.?°

As ISO-NE’s filing explains, the 1SO has previously, though largely unsuccessfully,
sought to accommodate state policy resources® alongside the MOPR, most recently through its
adoption of its Competitive Auctions with Sponsored Policy Resources (“CASPR”) rules,
approved by the Commission in 2018.3! CASPR replaced an earlier attempt to accommodate
these resources in the market through a limited quantity Renewable Technology Resource
(“RTR”) exemption to the MOPR. The ISO recognizes in its filing that “both attempts
maintained the MOPR in its original form, and were designed to permit entry of state-sponsored
resources only to the extent doing so would not impact clearing prices in the Forward Capacity

Auction. Perhaps as a result, neither mechanism has been viewed within the region as being

21'1d. at 1-2; see also NESCOE, New England States’ Vision for a Clean, Affordable, and Reliable 21%
Century Reg’l Elec. Grid, at 1-2 (Oct. 2020) (“The existing market structure is not fully compatible with
certain state laws and mandates regarding resource adequacy and actions taken (e.g., longterm contracts)
in pursuit of energy- and climate-related legal requirements. As a result, New England’s wholesale
markets fail to sufficiently value the legally-required clean energy investments made by the ratepayers
they serve. Absent fundamental changes, as described below, the result of the existing market structure
will be that some states’ ratepayers will continue to overpay for electricity, constrained by a wholesale
market not aligned with a rapidly transitioning resource mix and consumer investments in clean energy
and decarbonization. That is not a sustainable outcome.”), http://nescoe.com/resource-center/vision-stmt-
oct2020/.

28 Transmittal Letter at 33.

29 1d. at 28 (“With the Continued Expansion of State Decarbonization Policies, the ISO’s Long-Standing
Buyer-Side Mitigation Rules Are No Longer Sustainable”); NESCOE, New England States’ Vision for a
Clean, Affordable, and Reliable 21* Century Reg’l Elec. Grid, http://nescoe.com/resource-center/vision-
stmt-oct2020/.

30 Generating resources receiving revenues from state government-regulated rates, charges, clean energy
programs, etc. are currently defined as Sponsored Policy Resources under of the Tariff; the ISO’s
proposed revisions would amend this definition and expand it to include federal support. 1SO Filing,
Marked Tariff at § 1.2.1.

1150, 162 FERC 1 61,205 (Mar. 9, 2018), reh’g denied by operation of law, 1SO, 173 FERC { 61,161
(Nov. 19, 2020).
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http://nescoe.com/resource-center/vision-stmt-oct2020/

particularly successful in accommodating state-sponsored resource entry into the market.”3?
According to the 1ISO, “CASPR has not proven to date that it will facilitate” the entry of the
significant levels of state policy resources now required under state laws.3

Recognizing that its existing MOPR is problematic and unsustainable, in May 2021, ISO-
NE committed “to make a filing with the FERC to eliminate the MOPR in time for Forward
Capacity Auction (FCA) 17.”%* Over the last year, ISO-NE’s work on this effort was conducted
in large part through the NEPOOL stakeholder process, in particular through the NEPOOL
Markets Committee, which discussed and assessed “competitive capacity markets without a
minimum offer price rule” during more than a dozen meetings over eight months, between June
2021 and January 2022.% For the vast majority of this effort, ISO-NE proposed, as it did in May
2021, to implement MOPR reforms by FCA 17. This resulted in the 1ISO’s Markets Committee
Proposal, which we describe further below, and which was overwhelmingly supported by
stakeholders at the NEPOOL Markets Committee on January 11, 2022. On January 26, 2022,
two weeks after the Markets Committee vote, ISO-NE announced in a memo to NEPOOL
stakeholders that it had changed its position and no longer supported its originally stated goal of
making a filing to eliminate the MOPR in time for FCA 17.3¢ Instead, ISO-NE threw its support

behind a Delay Proposal originally brought forward by incumbent gas entities, which would

%2 Transmittal Letter at 5 (citations omitted).

$1d. at 6.

% 1S0-NE, Memo from Vamsi Chadalavada Re: Elimination of MOPR and Maintaining Competitive
Pricing, at 1 (May 17, 2021), https://www.iso-ne.com/static-
assets/documents/2021/05/a0_memo_on_elimination_of mopr.pdf.

% ISO-NE, Competitive Capacity Markets without

a MOPR (June 8-9, 2021), https://www.iso-ne.com/static-
assets/documents/2021/06/a05a_mc_2021_06_08 09 iso_presentation.pptx; Transmittal Letter at 75.
% |SO-NE, Memo to NEPOOL Participants Committee re: 1SO Support and Preference of Transition to
Minimum Offer Price Rule (MOPR) Elimination, at PDF p. 196 (Jan. 26, 2022), https://www.iso-
ne.com/static-assets/documents/2022/02/npc-2022-02-03-composite4.pdf.



https://www.iso-ne.com/static-assets/documents/2021/05/a0_memo_on_elimination_of_mopr.pdf
https://www.iso-ne.com/static-assets/documents/2021/05/a0_memo_on_elimination_of_mopr.pdf
https://www.iso-ne.com/static-assets/documents/2021/06/a05a_mc_2021_06_08_09_iso_presentation.pptx
https://www.iso-ne.com/static-assets/documents/2021/06/a05a_mc_2021_06_08_09_iso_presentation.pptx
https://www.iso-ne.com/static-assets/documents/2022/02/npc-2022-02-03-composite4.pdf
https://www.iso-ne.com/static-assets/documents/2022/02/npc-2022-02-03-composite4.pdf

delay MOPR reforms for three years until FCA 19, two years later than the ISO had originally
proposed. Below, we describe both the 1SO’s original Markets Committee Proposal and the
Delay Proposal that ISO-NE has now filed with the Commission. In subsequent sections, we
discuss in greater detail our concerns with both the existing MOPR and the ISO’s Delay Proposal
and explain why the Commission should take action under FPA Section 206 to direct ISO-NE to
implement the Markets Committee Proposal instead.

A. ISO-NE’s Original Markets Committee Proposal

The original MOPR reform proposal advanced by 1SO-NE, and developed as part of an
extensive NEPOOL Markets Committee process, included three proposed actions: (1) removal of
the MOPR, including the Offer Review Trigger Price-related (“ORTP”) design elements; (2)
incorporation of a revised buyer-side market power review process; and (3) adjustment of the
financial inputs used to calculate the Cost of New Entry (“CONE”) and Net CONE, which are
used in setting the FCA demand curve and other auction parameters, and an update to the FCM’s
Performance Payment Rate (“PPR”) based on these updated values.®’ First, ISO-NE proposed, in
its words, “removing MOPR and MOPR-related design elements,” including the ORTP design,
which ISO-NE indicated would eliminate the need for other market mechanisms intended to

accommodate state policy resource entry, including CASPR’s substitution auction.*® Throughout

37 1SO-NE Market Development, Memo to Markets Committee re: Competitive Capacity Markets without
a MOPR (Jan. 5, 2022), https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022 01 11-
12_mopr_removal_iso_voting_memo.pdf.

3 ISO-NE, Competitive Capacity Markets without a MOPR: Discussion of 1ISO’s proposal to remove
MOPR and initial redlined market rules, at 16 (Nov. 9-10, 2021), https://www.iso-ne.com/static-
assets/documents/2021/11/a03b_mc 2021 11 09 10 iso_presentation_ccm_without mopr.pdf. In its
original proposal and its “Transition Mechanism,” 1ISO-NE has framed the MOPR reform as MOPR
removal. Because the proposed reforms involve changes to the MOPR and MOPR-related design
elements, rather than actual elimination of the MOPR, it is more accurate to describe it as MOPR revision
or redesign.



https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_voting_memo.pdf
https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_voting_memo.pdf
https://www.iso-ne.com/static-assets/documents/2021/11/a03b_mc_2021_11_09_10_iso_presentation_ccm_without_mopr.pdf
https://www.iso-ne.com/static-assets/documents/2021/11/a03b_mc_2021_11_09_10_iso_presentation_ccm_without_mopr.pdf

the NEPOOL Markets Committee process, ISO-NE consistently maintained that its plan was to
file its MOPR proposal in time for the reforms above to take place in FCA 17.

As part of its original MOPR proposal, ISO-NE also proposed a revised buyer-side
market power review process that would create three lanes of review: (1) a “no assessment” lane
for two types of new capacity resources that would not be reviewed for buyer-side market power,
namely those with a capacity equal to or less than five megawatts (“MW?”) and seasonal peak and
on peak demand resources; (2) a “limited assessment” lane for certain new capacity resources
that would undergo a limited assessment if they verified that they met one of two criteria, namely
absence of any load serving entity relationship or arrangement, or meeting the definition of a
“Sponsored Policy Resource,” as defined under the Tariff;*° and (3) a “full assessment” lane for
all other new capacity resources, which would undergo a full buyer-side market power
evaluation and be subject to a conduct an impact test (later changed to a conduct only test), and
that would be allowed to demonstrate that they did not have an incentive to reduce the clearing

price, in which case buyer-side mitigation would not be applied.*°

¥ The 1SO’s original Markets Committee Proposal and its filed Delay Proposal would both expand the
definition of “Sponsored Policy Resource” under the Tariff to encompass federal as well as state policy
resources. To date, concerns regarding the MOPR in New England have primarily centered around its
exclusion of state policy resources, due to New England states’ ambitious decarbonization policies.
Likewise, in our comments, Clean Energy and Consumer Advocates generally refer to state rather than
federal policy resources; however, we support expanding Sponsored Policy Resource to also cover federal
policy resources and note that excluding federal policy resources under the MOPR would lead to the same
inefficiencies and harms as we describe for state policy resources.

%01SO-NE, Competitive Capacity Markets without a MOPR: Discussion of 1ISO’s proposal to remove
MOPR and initial redlined market rules, at 4-12 (Nov. 9-10, 2021), https://www.iso-ne.com/static-
assets/documents/2021/11/a03b_mc 2021 11 09 10 iso_presentation_ccm_without mopr.pdf; see also
ISO-NE Market Development, Memo re: Overview of New Proposed Buyer-Side Market Power
Mitigation Measures, at 2-5 (Nov. 4, 2021) (revised edition of October 6, 2021 Memo), https://www.iso-
ne.com/static-assets/documents/2021/11/a03b_mc_2021_11 09 10_iso_memo_bsm.pdf; ISO-NE Market
Development, Memo re: Competitive Capacity Markets without a MOPR (WMPP ID: 159) — Further
Updates to Tariff Revisions (Jan. 4, 2022), https://www.iso-ne.com/static-
assets/documents/2022/01/a02a_mc_2022_01_11-
12_mopr_removal_iso_memo_changes_since_december_mc_meeting_further updates_to_tariff revision

s.pdf.
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Finally, ISO-NE proposed to adjust certain financial inputs used to calculate CONE and
Net CONE, namely the cost of debt, cost of equity, and debt weight, resulting in an 11 percent
increase in CONE, from $12.400/kW-mo to of $13.791/kW-mo, and a 16 percent increase in Net
CONE, from $7.468/kW-mo to $8.665/kW-mo, for FCA 17.%! ISO-NE based these CONE and
Net CONE adjustments on a 2021 report of its External Market Monitor (“EMM?”), which
observed that a material consequence of eliminating the MOPR is that future FCM prices may
become more volatile, resulting in increased financial risk for merchant resource owners and
developers. To address this risk, the EMM recommended the 16 percent increase in the Net
CONE value for FCA 17 to reflect an increase in that cost of capital.*? ISO-NE also proposed to
increase the FCM’s PPR by 16 percent, from $9,337/MWh to $10,833/MWHh, based on the same

EMM analysis.*?

1. Stakeholder Discussions and Votes at the Markets Committee

ISO-NE’s Markets Committee Proposal was discussed and developed with stakeholders
over eight months, with the consistent aim of eliminating the MOPR in advance of FCA 17. At
the January 11, 2022, meeting of the NEPOOL Markets Committee, stakeholders voted to
recommend a motion that the NEPOOL Participants Committee support ISO-NE’s proposal,

with a 74.04 percent vote in favor.** At the same meeting, the NEPOOL Markets Committee also

#1SO-NE, Competitive Capacity Markets without a MOPR — Continued Review of Tariff Redlines, at 29
(Dec. 7-9, 2021), https://www.iso-ne.com/static-

assets/documents/2021/12/a02a_ mc_2021 12 07 09 iso presentation.pptx.

42 Potomac Econ., Evaluation of Changes in the MOPR on Financial Risk in New England, at 5-6, 48
(Nov. 2021), https://www.potomaceconomics.com/wp-

content/uploads/2022/01/a00 nov 9 10 mc_meeting_materials_2nd_set.zip.

43 ISO-NE, Competitive Capacity Markets without a MOPR — Continued Review of Tariff Redlines, at 29
(Dec. 7-9, 2021), https://www.iso-ne.com/static-

assets/documents/2021/12/a02a_ mc 2021 12 07 09 iso presentation.pptx.

* Transmittal Letter at 75; Clean Energy and Consumer Advocates that are members of NEPOOL (i.e.,
Acadia Center, Conservation Law Foundation, Environmental Defense Fund, Natural Resources Defense
Council, and PowerOptions) voted in favor of ISO-NE’s proposal.
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considered a proposal advanced by three incumbent gas entities—Dynegy Marketing and Trade,
LLC, Calpine Energy Services, LP, and Nautilus Power LLC—to delay these MOPR reforms
until FCA 19. Prior to the vote on this proposal, ISO-NE indicated that if there was “broad
support” for delay from NEPOOL and if the majority of states were unopposed, ISO-NE planned
to adopt the delay proposal, with potential conforming edits.*® The delay proposal failed, with
only 23.79 percent of NEPOOL stakeholders in favor.*® Despite the lack of broad support—or
even a majority—from NEPOOL, ISO-NE issued a memo fifteen days later, on January 26,
2022, in which it nevertheless expressed its preference for delaying MOPR reform until FCA 19,
and its intent to adopt and file a delay proposal if it was supported by stakeholders.*’ 1SO-NE’s
Delay Proposal, and stakeholder positions on the proposal, are discussed below.

B. ISO-NE’s Delay Proposal

The ISO’s Delay Proposal centers around a so-called “Transition Mechanism” that would
maintain the existing MOPR and MOPR-related mechanisms for FCA 17 and FCA 18, and delay
implementation of ISO-NE’s proposed MOPR reforms for three years, until FCA 19 in 2025.
According to ISO-NE, the primary driver for the proposed delay is its “concerns with the
potential adverse reliability impacts of the MOPR’s immediate elimination.”*® As discussed

more fully in the testimony of Abigail Krich (attached as Exhibit A) and in Section 1V, infra,

% NEPOOL Mkts. Comm., January 11-12, 2022 Meeting Minutes, at 9 (2022), https://www.iso-
ne.com/static-assets/documents/2022/02/a01la_mc 2022 02_08 minutes_jan_mc_draft_rev4.docx.
6 Transmittal Letter at 75.

47 1SO-NE, Memo to NEPOOL Participants Comm. re: 1SO Support and Preference of Transition to
MOPR Elimination, at PDF p. 196 (Jan. 26, 2022), https://www.iso-ne.com/static-
assets/documents/2022/02/npc-2022-02-03-composite4.pdf.

8 Transmittal Letter at 37.
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ISO-NE has failed to substantiate the need for its two-year delay proposal, or the effectiveness of
the proposed delay in achieving its purported reliability objective.*°

ISO-NE’s Delay Proposal differs in several ways from the original proposal approved by
the Market Committee. First and foremost, despite eight months of stakeholder consultation and
deliberation on the immediate removal of the MOPR in time for FCA 17, the 1SO’s Delay
Proposal proposes that MOPR reforms not take effect until FCA 19, two years after FCA 17.
Despite the 1SO’s proffered rationale for the two-year extension of the MOPR—its purported
need to make certain other “market design enhancements” (including to its resource accreditation
and ancillary service rules) in order to address concerns it believes will arise “with high
renewables penetration”—the 1ISO’s proposal provides no firm commitment to enact such
reforms and “underscore[s] that the proposed package . . . is not contingent upon completion of
either of those market reforms or filings” since “it is simply not possible to guarantee . . . [that
they] will be completed for FCA 19.7%°

Second, the Delay Proposal would reinstitute the previously abandoned RTR exemption,
this time in the amount of 300 MW for FCA 17 and 400 MW for FCA 18. As ISO-NE admits,
the 700 MW value was originally proposed by the incumbent gas entity proponents of the so-
called “Transition Mechanism” and was not the result of any independent analysis or review by

the ISO. As ISO-NE describes, the incumbent gas entity proponents believed that the proposed

* Throughout its filing, ISO-NE describes its two-year delay proposal as a “stepped” and “graduated”
transition toward MOPR elimination, but there is nothing gradual or transitional about it. 1ISO-NE
proposes RTR exemptions, but those only create the possibility of exemption from the effects of MOPR
for certain qualifying resources. They do nothing to eliminate the MOPR. The fact is that the MOPR
remains untouched and in effect until at least FCA 19.

% Test. of Vasmi Chadalavada on Behalf of ISO-NE Regarding the Need for a Transition to the MOPR’s
Elimination, at 46, 12-13 (Mar. 30, 2022) (“Chadalavada Direct”), Accession No. 20220331-5296;
Transmittal Letter at 45.
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RTR Exemption level was a “reasonable amount of capacity to exempt from the MOPR” for the
two-year period between FCA 17 and FCA 19.%

Third, unlike the Markets Committee Proposal, ISO-NE’s Delay Proposal does not
propose any specific changes to CONE, Net CONE, or PPR values based on the EMM’s
analysis. Instead, ISO-NE indicates that it would intend to continue to work with the EMM,
states, and stakeholders during the MOPR reform delay period to “monitor the impact of the
MOPR’s elimination.”® Then, unless further analysis by the EMM suggests that a cost of capital
adjustment for FCA 19 is unnecessary, ISO-NE would plan to propose such an adjustment to
stakeholders for implementation with the full elimination of the MOPR for FCA 19.%

Fourth, the Delay Proposal retains CASPR’s substitution auction for FCA 17 and FCA 18
but would remove the test price rules that apply to that auction.>* According to ISO-NE, the
rationale for removing the test price is that doing so may be a way to facilitate more participation
by existing resources in the substitution auction.*® As ISO-NE acknowledges in its filing, there
has been a lack of activity in the substitution auction: only 54 MW of demand (i.e., existing
resources willing to accept payments to exit the market) entered the substitution auction for FCA
13; no demand entered the substitution auction for either FCA 14 or FCA 15; and while
participation of demand in FCA 16 was more robust, the auction did not see any capacity

obligations trading hands.*® As a result, of the 900 MW of state policy resources that have

51 Transmittal Letter at 42.
521d. at 46.

.

5 1d. at 63.

%5 1d. at 68.

% 1d. at 28.
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attempted to enter the FCM over CASPR’s four year history, only 54 MW have actually been

able to do s0.%’

1. Stakeholder Discussions and Votes at the Participants Committee and

New England States’ Positions

As noted above, ISO-NE first expressed its preference for the Delay Proposal in a memo
on January 26, 2022, reversing its support for the Markets Committee Proposal that it had
developed with stakeholders over the previous eight months. This memo was provided to
stakeholders just one week before the final stakeholder vote was scheduled to take place on
February 3, 2022, at the NEPOOL Participants Committee. As noted in the minutes from the
February 3 meeting, stakeholders opposed to the Delay Proposal expressed disappointment and
frustration with the 1SO’s sudden change in position.>® Some NEPOOL members argued that
delaying MOPR reforms would extend a market construct that they viewed as an unjust and
unreasonable barrier to entry for new renewable resources.>® Opponents of the delay also argued
that continuing CASPR for two more years would continue to provide discriminatory treatment
to renewable resources by requiring owners of these resources to make payments to existing
resources in order to have the opportunity to earn capacity revenues in the FCM.® Some
opponents also argued that ISO-NE’s reliability rationales for supporting the delay were opinions
and conjecture that lacked quantitative analysis in support.®* Ultimately, however, at the 1ISO’s

urging, on February 3, the NEPOOL Participants Committee approved an amendment offered by

" Transmittal Letter at 27.

% NEPOOL Participants Comm., Suppl. Notice of March 3, 2022 NEPOOL Participants Comm.
Teleconference Meeting, at PDF pp. 11-14 (Feb. 24, 2022), https://nepool.com/wp-
content/uploads/2022/02/NPC 20220303 _Composite4.pdf.

59

o1

61 .
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incumbent gas entities to delay MOPR reforms from FCA 17 until FCA 19 with 61.49 percent of
stakeholders voting in favor, on a 60 percent threshold vote.®? Subsequently, the Participants
Committee approved 1ISO-NE’s Delay Proposal, incorporating the delay amendment, with 69.56
percent voting in favor.%® Consistent with that vote, ISO-NE and NEPOOL jointly filed the
Delay Proposal with the Commission on March 31, 2022.

The New England states have a clear stake in the outcome of MOPR reform, as outlined
in 1ISO-NE’s filing to the Commission.®* Representatives of state agencies and of NESCOE,
which represents the collective perspective of the states’ governors, are invited to NEPOOL
meetings and given an opportunity to express their views on NEPOOL matters. Because the
states are not voting members of NEPOOL, however, ISO-NE, stakeholders, and the
Commission must rely on statements and other representations by the states, individually and/or
collectively, from both inside and outside of NEPOOL meetings, to understand their positioning
on MOPR reform and other issues. New England state legislators also have a stake in ensuring
that ISO-NE’s wholesale market rules are compatible with and do not undermine their adopted
state energy and decarbonization laws, though these legislators are not represented in ISO-NE’s

stakeholder process at NEPOOL.

62 1d. at PDF p. 14.

8 The increase in support between the first vote on the delay amendment and the second and final vote on
the Delay Proposal likely reflects the fact that, once the delay amendment passed, the Delay Proposal
became the only proposal by which stakeholders could express support for MOPR reforms in a NEPOOL
vote. In other words, some stakeholders opposed to the delay amendment may nevertheless have
concluded that some version of MOPR reform, including the Delay Proposal, was better than none. Had
ISO-NE wanted, it could also have asked for a separate vote on the Markets Committee Proposal;
however, as the ISO no longer supported that proposal, it elected not to request such a vote. Procedurally,
no other party was permitted to ask for such a vote at the Participants Committee. Clean Energy and
Consumer Advocates that are members of NEPOOL (i.e., Acadia Center, Conservation Law Foundation,
Environmental Defense Fund, PowerOptions, and Natural Resources Defense Council) voted in
opposition to both the delay amendment and the final vote on ISO-NE’s Delay Proposal. Id. at PDF pp.
15, 20-22.

64 See, e.g., Transmittal Letter at 12-21 (discussing “State Clean Energy Policies and Decarbonization
Goals™).
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As discussed above, over the last decade, NESCOE and individual New England states
have repeatedly expressed their concerns with and opposition to the MOPR and emphasized the
need for reform. ISO-NE states that its Delay Proposal was “developed by stakeholders during
the course of the NEPOOL stakeholder process in consultation with the ISO and the New
England states” and that the “states contracting for these renewable resources are not opposed to
this [700 MW] exemption value.”®® But without more information from state energy and
environmental agencies or governors, it is difficult to know their exact positioning on ISO-NE’s
Delay Proposal. During the February 3, 2022, NEPOOL Participants Committee meeting, the
individual states were silent on the Delay Proposal—there is no indication in the minutes that
any views were expressed by any individual state. A representative of NESCOE noted that
NESCOE “would not oppose” the two-year delay proposal.®® After the Participants Committee
meeting, NESCOE further issued a statement indicating that it had expressed the view that “it
would not oppose the transition approach if it was adopted by ISO New England and supported
by NEPOOL.”®" NESCOE also explained, however, that “it is inappropriate to apply the MOPR
to state investments to meet clean energy mandates and that such markets are not sustainable
over the long-term” and that “MOPR reforms should be enacted as soon as possible in a manner

that supports system reliability.”% While 1ISO-NE implies that New England states support its

1d. at 7, 42.

6 NEPOOL Participants Comm., Suppl. Notice of March 3, 2022 NEPOOL Participants Comm.
Teleconference Meeting, at PDF p. 12 (Feb. 24, 2022), https://nepool.com/wp-
content/uploads/2022/02/NPC 20220303 _Composite4.pdf.

67 NESCOE, NESCOE Perspective Communicated to NEPOOL and 1SO New England on the Minimum
Offer Price Reform (Feb. 8, 2022), https://nescoe.com/resource-center/mopr-perspective-2022/.

88 1d.
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proposed delay, as one New England state official recently pointed out, in clarifying the
NESCOE position, “[i]t’s a long way from not opposing to supporting.”®

In the instant docket, state and federal legislators from New England, including many
state legislators responsible for adopting New England states’ decarbonization policies and clean
energy requirements into law, have expressed opposition to the Delay Proposal and have urged
the Commission to require ISO-NE to implement MOPR reforms expeditiously.”

11, 1SO-NE’S EXISTING MOPR IS UNJUST AND UNREASONABLE

A. New England’s Clean Energy Transition Requires Reform of ISO-NE’s
Capacity Market

As ISO-NE points out, New England “is unquestionably on a path to a clean energy
future” where a dramatic transition has shifted energy generation away from fossil fuels towards
a grid with increased renewable intermittent resources and distributed generation.’* The pace of
this transition is driven by public policies geared toward addressing the environmental
externalities associated with fossil fuel-based energy generation as well as technological
advancements that are expanding the capabilities and lowering the costs of clean resources. "

As catalogued by the ISO-NE Filing, the New England states have some of the nation’s

most ambitious climate and clean energy and economy-wide decarbonization targets.”® Four of

6 Jan Ellen Spiegel, New England takes a detour on grid reform; griping ensues, CT Mirror (Feb. 23,
2022), https://ctmirror.org/2022/02/23/new-england-takes-a-detour-on-grid-reform-griping-ensues/.

0 etter from U.S. Senators Edward J, Markey, Elizabeth Warren, and Bernard Sanders to Chairman
Glick Docket, at 1 (Apr. 14, 2022) (“We urge FERC to reject ISO-NE’s proposal to delay the MOPR
elimination, and instead support its full and prompt repeal.”), Accession No. 20220414-4005,
https://www.markey.senate.gov/download/iso-ne-mopr-letter-to-ferc; Nat’l Caucus of Env’t Legislators
Letter, Docket No. ER22-1528-000 (April 20, 2022), Accession No. 20220420-5302.

1 1SO-NE, New England’s Future Grid Initiative Key Project: Project Overview at https://www.iso-
ne.com/committees/key-projects/new-englands-future-grid-initiative-key-project/.

72 1d; see also NESCOE, New England States’ Vision for a Clean, Affordable, and Reliable 21* Century
Reg’l Elec. Grid (Oct. 2020) (hereinafter “NESCOE Vision Statement”),
https://yg5v214ueid489eww27gbgsu-wpengine.netdna-ssl.com/wp-
content/uploads/2020/10/NESCOE_Vision_Statement Oct2020.pdf.

Bld. §2.
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the states have 100% net-zero emission targets for their energy portfolios.” These electric sector
targets, together with other public policies such as pollutant emission limits, significantly affect
which resources enter and exit ISO-NE’s markets.” As a result, state policies—not the FCM—
are expected to be the principal driver of changes to the resource mix in New England over the
next two decades.’® ISO-NE’s capacity market must evolve to rely on an increasing share of
emerging resources like utility-scale wind, solar, battery storage, and distributed energy
resources (“DERs”), including demand response and energy efficiency resources, which reduce
demand for electricity and thereby help maintain resource adequacy.’’ However, it cannot do so
efficiently or effectively with a Tariff that pushes many state policy resources out of the capacity
market and forces consumers to buy unneeded capacity from fossil fuel resources.

As pointed out by Chairman Glick and Commissioner Clements:

Over the last few years, the Commission cast aside its traditional balancing and

adopted sweeping MOPR rules in all three Eastern RTOs/ISOs that made no

effort to tailor mitigation to the risk of buyer-side market power, thereby

abandoning its duty to weigh whether the benefits of mitigation outweigh the

harms. As a result, MOPRs have transitioned from a rarely invoked tool for

addressing a particular form of anti-competitive conduct to a comprehensive

regime that mitigates the capacity offer of most new resources—regardless of

market power—fundamentally distorting the market that it is nominally supposed
to protect.”’®

™ Transmittal Letter at 12-21. As part of these efforts, the region has already contracted for, or authorized
procurement of, up to 10,622 MW of renewable resources. Id. at 21.

> See, e.g., id. at 30 (noting that aggressive state decarbonization goals will intensify the need for
additional renewable and clean resources to meet them and highlighting the change in the resulting
transformation of New England’s generation mix).

8 1d.; see also Chadalavada Direct at 47 (state policy resources required to meet state environmental
policy goals receiving financial support from outside of FCM are more likely than others to achieve
commercial operation and expecting development to continue to increase rapidly, regardless of MOPR).
" See Kathleen Spees et al., The Brattle Group, The Benefits of Energy Efficiency Participation in
Capacity Markets, at i (Apr. 2021),
https://www.aee.net/hubfs/The%20Benefits%200f%20Energy%20Efficiency%20Participation%20in%20
Capacity%20Markets1.pdf.

8 Statement of Chairman Glick and Comm’r Clements, at P 9, Docket No. 21-2582-000 ( 2021),
Accession No. 20211019-4001 (citing, in part: “Md. People’s Counsel v. FERC, 761 F.2d 768, 779 (D.C.
Cir. 1985) (stating that the law “demand][s] an articulation, in response to serious objections, of the

19


https://www.aee.net/hubfs/The%20Benefits%20of%20Energy%20Efficiency%20Participation%20in%20Capacity%20Markets1.pdf
https://www.aee.net/hubfs/The%20Benefits%20of%20Energy%20Efficiency%20Participation%20in%20Capacity%20Markets1.pdf

As discussed in further detail below, the harms caused by the expansive MOPR regime have
already cost ISO-NE customers hundreds of millions of dollars and are poised to start costing
customers billions of dollars for capacity that they do not need while also continuing to burden
environmental justice and frontline communities with the environmental harms of fossil fuel
plants that would otherwise retire. 1SO-NE’s Section 205 filing offers the Commission a chance
to reconsider the unjust, unreasonable, and unduly discriminatory rates that have resulted from
the string of Commission orders establishing 1SO-NE’s current Tariff and MOPR rules.”® As the
Commission is aware, the most recent of its major orders here—approving 1ISO-NE’s CASPR
rules—is on appeal before the D.C. Circuit Court of Appeal and has been held in abeyance until
July 22, 2022,% in anticipation of this filing by 1SO-NE.#! Litigation involving a number of
Clean Energy and Consumer Advocates members in that matter is linked to the outcome in this
case, as the Commission’s decision in this matter has the potential to moot the issues on appeal.??

Arguments regarding the unjustness, unreasonableness, and undue discrimination that result from

Commission’s reasons for believing that more good than harm will come of its action” (emphasis added));
Edison Mission Energy, Inc. v. FERC, 394 F.3d 964, 969 (D.C. Cir. 2005) (acknowledging that the seller-
side market power mechanism at issue “may well do some good by protecting consumers and utilities
against price increments caused by the exercise of market power” but may “also wreak substantial harm-
in curtailing price increments attributable to genuine scarcity”). Although this case involved seller-side
market power—which we explain later in this statement is appropriately addressed in a distinct manner
from buyer-side market power—the discussion of the Commission’s required balancing of potential
benefits and harms to come from its actions is no less relevant in the buyer-side market power context.”).
™ See, e.g., NESCOE v. ISO-NE, 142 FERC 1 61,108; ISO-NE, 162 FERC 1 61,205; ISO-NE, 169 FERC
161,013 (Oct. 7, 2019); ISO-NE, 173 FERC 1 61,161; ISO-NE, 175 FERC 1 61,195 (June 7, 2021).

8 Qrder, Sierra Club v. FERC, No. 20-1333 (D.C. Cir. Oct. 25, 2021), ECF N0.1919366.

8 See Unopp. Mot. for Continued Abeyance, at 3—4, Sierra Club v. FERC, No. 20-1333 (D.C. Cir. Oct.
22, 2021), ECF No. 1919354,

82 1d. Clean Energy and Consumer Advocates incorporate herein by reference the same expert and legal
criticisms leveled against its application in ISO-NE by the members of Clean Energy and Consumer
Advocates participating in that proceeding, review of which is pending before the D.C. Circuit Court of
Appeals. See, e.g., Protest of Clean Energy Advocates, Docket No. ER18-619-000, Accession No.
20180129-5431 (Jan. 29, 2018); Reg. for Reh’g of Clean Energy Advocates, Docket No. ER18-619-000,
Accession No. 20180409-5311 (Apr. 9, 2018); Req. for Reh’g of Nat. Res. Def. Council, Docket No.
ER18-619-002, Accession No. 2021221-5365 (Dec. 21, 2021).
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ISO-NE’s current Tariff have been extensively discussed in the filings in the Commission’s
docket pertaining to CASPR, and Clean Energy and Consumer Advocates will not repeat them
all here. Instead, we focus on key issues that demonstrate why the economic theory underpinning
the MOPR has always been irredeemably flawed and why the Commission must decisively
require its immediate and permanent reform to exclude application of the MOPR to state policy
resources.

B. Application of the MOPR to State Policy Resources Is Based on Flawed
Economic Logic

The expansion of the MOPR to circumstances beyond actual exercises of buyer-side
market power, and the Commission’s recent orders applying the MOPR to all state policy
resources, do not reflect sound economic reasoning. 8 The economic theory underpinning this
expansion of MOPR alleges that states with aggressive decarbonization mandates are incenting
the development of large quantities of new zero- or low-carbon resources to meet system-wide
transition deadlines through a variety of programs and contract solicitations that the Commission
has described as “subsidies.”®* Because these activities can sometimes lower near-term capacity
market prices and/or displace “non-subsidized” resources, proponents of the MOPR argue that
intervention is necessary to “protect” wholesale capacity market prices. The allegation is that
without intervention, market prices will be too low for merchant capacity suppliers (particularly

fossil fuel resources) to earn adequate returns on investment and that, over time, these low

8 Written Test. of Dr. Kathleen Spees and Dr. Samuel A. Newell, Economic Impacts of the MOPR within
the ISO-NE Capacity Market, at 4 (April 21, 2022) (attached hereto as Ex. B) (“Brattle Aff.”).

8 See, e.9., ISO-NE, 173 FERC 1 61,161, at P 131; Brattle Aff., Attach. A, Written Test, of Dr. Kathleen
Spees and Dr. Samuel A. Newell, Economic Impacts of the Expansive Minimum Offer Price Rule within
the PJM Capacity Market at 15, Docket No. ER21-2582-000 (Aug. 27, 2021), Accession No. 20210827-
5205 (“Brattle PIM Aff.”).
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capacity market prices will lead to insufficient entry of new generating resources and exit of
inefficient resources that will ultimately threaten reliability of the whole electric system.%

The proffered remedy is to negate any incentives provided to state policy resources by
applying the MOPR to every capacity supply offer that receives even a negligible or indirect
benefit pursuant to state policy. This would force resources benefiting from state policies to bid
at administratively determined rates that would reflect the higher prices that would prevail in the
absence of state decarbonization policies.%®

As explained by the experts at the Brattle Group, who ISO-NE routinely employs for
advice on its market designs and to assist with the implementation of the ISO-NE Tariff,®” these
theories rest on flawed economic logic.8 Simply put, “there is no sensible economic rationale
for applying MOPR to all policy resources.”® Moreover, applying the MOPR to policy-
supported resources pushes these resources out of the capacity market, with a number of
undesirable consequences, namely: (1) policy resources are deprived of revenues commensurate
with the capacity value they provide; (2) incentives are created for retaining and developing
uneconomic excess capacity supply that is not needed for reliability; (3) market clearing prices
are artificially inflated and disconnected from actual supply-demand conditions, which
effectuates a wealth transfer from customers to incumbent suppliers; and (4) these distortions

become unsustainable over time as states across the 1ISO-NE footprint pursue their clean energy

8 1d. See also ISO-NE, 173 FERC 1 61,161, at P 129.

% Brattle PJM Aff. at 15.

87 Drs. Spees and Newell have worked extensively for ISO-NE on its market design and tariff
implementation, including with regard to the MOPR. See Brattle Aff. at 1-2.

8 |d. at 4-5; Brattle PIM Aff. at 4,15-23.

8 Brattle PIM Aff. at 4.
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and other policy objectives, leaving behind a capacity market totally disconnected from the
reality of the resources actually operating on the grid.°
A corrected economic analysis should consider the following fundamental economic
principles:
1. The Purpose Of A Capacity Market Is To Support Reliability At Minimal

Cost To Consumers Through Price Signals Capable Of Guiding The
Orderly Entry And Exit Of Resources

Electricity capacity markets are a means to an end, not an end in themselves.®! Their
purpose is to protect the public from excessive costs for maintaining resource adequacy, which is
the ability of the electric system to supply electrical demand at all times. In most of the United
States, the electric system is considered “adequate” if the system has enough supply available to
ensure that an involuntary loss of load (blackout) occurs no more than once every ten years.%
Ensuring adequate resource capacity involves a complex combination of forecasting demand and
providing sufficient incentives to ensure future supply will be online to meet that demand.

Capacity markets are just one of several non-exclusive approaches to maintaining
resource adequacy. All competitive wholesale markets operated by RTOs/ISOs employ energy
and ancillary service markets to provide electricity to customers on a short-term basis. These
short-term markets reflect the marginal cost of system operations at granular locational levels
and short time intervals.®® These markets also provide incentives for long-term resource

investment (retirement or new entry) by providing a basis for forward price expectations. The

% Brattle Aff. at 5-7; Brattle PIM Aff. at 4-5. The ISO itself has acknowledged these consequences. See
Transmittal Letter at 29.

%I NYPSC v. NYISO, 173 FERC {61,060 (Oct. 15, 2020) (Glick, Comm’r, dissenting at P 15).

%2 Johannes P. Pfeifenberger et al., Resource Adequacy Requirements: Reliability and Econ. Implications,
The Brattle Group & Astrape Consulting, at iii (Sept. 2013),
https://www.ferc.gov/sites/default/files/2020-05/02-07-14-consultant-report.pdf.

% Devin Hartman, Enhancing Market Signals for Elec. Resource Adequacy, R Street Inst., at 5 (Dec.
2017), Policy Study No. 123.
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revenues from marginal cost pricing, however, are often insufficient to cover the costs of
resources at a level necessary to meet reliability standards.® RTOs/ISOs therefore employ a
variety of approaches (including contracting, scarcity pricing, and capacity markets) to
supplement the signals provided by the energy and ancillary services markets to facilitate new
investment, retirement decisions, and participation by demand response.

Capacity markets are intended to employ a market-based approach to address the
“missing money” that resources need to remain viable but are sometimes unable to earn solely by
providing energy and ancillary services. Specifically, they provide price signals through a
competitive capacity auction design that sets prices at the intersection of sellers’ capacity market
supply offers and the administrative demand curve. Under this framework, the market produces
prices consistent with supply-demand conditions. The market produces low prices when there is
more than enough supply to meet resource adequacy needs, and it produces high prices when
capacity supply is scarce.® Capacity markets are thus a mechanism for attracting new
investments and retaining supply in which private parties may respond to competitive pricing
signals to enter the market when supply is tight (and prices are high) or exit the market when
supply is long (and prices are low).

Efficient outcomes in capacity markets rely upon resources competing with each other to
require as little capacity market revenue as possible to cover their going-forward costs. For the
market to be truly competitive, resources must have the flexibility to reflect and bear the risk of
their own expertise, experience, technology, risk tolerance, and whatever else might provide

them with a competitive advantage in the quest to provide capacity at the lowest possible

% 1d.
% Brattle PJIM Aff. at 10.
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cost.®® Capacity sellers offer their resources into the market at the minimum price they are
willing to accept to come online or stay in the market.®’ For any given resource, the minimum
price they are willing to accept is driven by a number of factors including primarily: (a) costs
associated with bringing new supply into the market or maintaining an existing facility that needs
re-investment, minus (b) any anticipated net revenues that could be earned from energy markets,
ancillary service markets, or other revenue sources (such as sales of renewable energy credits
(“RECs”), steam, or gypsum).®® Many sellers also adjust their capacity offer price based on any
bilateral sales agreements for capacity or any co-products they may produce; as well as based on
their long-term view of future energy and capacity prices.®® Sellers that are able to pre-sell most
of their capacity or energy through bilateral contracts would typically have their going-forward
costs covered by their anticipated revenues and so, using the formula above, would offer into the
capacity market at a zero price, as would most sellers that have already come online and have
100

few going-forward capital investments.

2. The State Policies at Issue Address Well-Understood Market Failures
Such as Environmental Externality Costs

The theory that state policy resources receiving out of market support creates “market
distortions”* is an overly simplistic and incomplete analysis that overlooks a well-understood
fact that market forces often fail to account for negative externalities—i.e., negative side effects
of production that adversely affect a party not involved in the transaction who has no influence

on whether the transaction occurs, but is nevertheless harmed by it.1%? Absent intervention to

% NYPSC v. NYISO, 173 FERC 1 61,060 (Glick, Comm’r, dissenting at P 5).

% Brattle PIM Aff. at 10.

% 1d.

91d.

100 Id

101 |SO-NE, 173 FERC 1 61,161, at P 66; ISO-NE, 162 FERC Y 61,205, at P 21; Brattle PIM Aff. at 4.
102 Brattle PJM Aff. at 16.
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address them, neither the purchaser nor the seller pays the full costs associated with the negative
externality.'% When externalities are at play, markets fail to allocate resources efficiently and
the current market price of that good is not the economically “correct” one, such that what looks
like “market forces” are really market failures. %4

Environmental externalities (for example, unregulated pollution emitted as a byproduct of
fossil fuel electric generation) are a textbook example of market failures that have grievous
harms such as asthma and early deaths.'® Market pricing that does not account for such negative
externalities would drive resource investments and operations toward an inefficiently large
quantity of fossil-fuel fired power plants, imposing inefficiently high externality costs.%

As explained by Brattle, market externalities can be addressed in one of two ways: (1)
command-and-control policies that directly regulate behavior, or (2) market-based policies that
align private incentives with social efficiency.'%” In the case of electricity markets,
environmental externalities can be addressed through policy mechanisms such as pollutant
pricing mechanisms (e.g., carbon pricing) or through clean energy attribute payments paid
directly to resources. These policies deliberately reward non-polluters and discourage polluters
by forcing generators to internalize the environmental costs of their production, and both will
have the effect of raising market prices for generators who pollute and lowering it for those who
do not.1® The Commission’s brief line of cases that would nullify state policy actions that it

deems to provide a direct benefit, while expressing support and accommodation for policy

actions that impose a direct penalty (e.g., a carbon tax), ignores that these are two sides of the

103 Id

104 |d

105 Id

106 Id

107 1d. at 16-17.

108 Brattle PJIM Aff. at 17.
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same economic coin with the same end result: narrowing the cost gap between non-emitting
resources and fossil fuel resources.!%®

When viewed through the proper lens, payments made to non-polluting resources as
“subsidies” are not subsidies in the traditional sense of the term of propping up an “economically
inefficient” market player. Rather, the incentives provided by states in this context are more
appropriately described as compensation provided for the environmental benefits these resources
provide that are necessary to correct a market failure.*® Compensation for the environmental
value of policy-supported resources should not be considered an illegitimate distortion of
markets that must be excluded, but rather a correction that is needed to achieve a more efficient
111

outcome.

3. The “Correct” Capacity Price Is the One that Aligns Supply with Demand
(Not the Price That Would Prevail in the Absence of State Policies)

The “correct” capacity price in a competitive and efficient market is the one that
accurately reflects underlying fundamentals of supply and demand and can accurately signal
when and where capacity investments are needed (and when high-cost resources can retire).!?
When new resources are required to offer capacity at administratively-determined prices (i.e.,
offer price floors) that negate out-of-market revenues, it creates a systemic bias in favor of
existing resources and curtails resources’ incentive and ability to compete across all possible
dimensions. This bias has a chilling effect on the development of new technologies and resources

needed to satisfy state or federal public policies and slows the transition to a cleaner, more

109 1d. While carbon pricing is often touted as the most efficient means of addressing externalities related
to greenhouse gases, it is not always effective at addressing the problem if issues like leakage cannot be
controlled, nor is carbon pricing the only economically efficient means of doing so. Id.

110d. at 16-17.

1d. at 5-6, 17-18.

112 Brattle Aff. at 4; Brattle PJM Aff. at 15.
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advanced resource mix. Ignoring out-of-market revenues also undermines the integrity of the
capacity market because the set of resources selected in market auctions do not reflect the
lowest-cost or most efficient means of ensuring resource adequacy. The capacity market thus
becomes a mechanism for propping up prices and protecting incumbent generators that tend to be
old, inefficient, and highly polluting. Market rules that establish administratively-determined
prices to negate out-of-market revenues are inefficient and anti-competitive. Advocates for
applying the MOPR to state policy resources inaccurately characterize the low market prices of
such resources as reflecting inappropriate “price suppression” that threatens the long-term
capacity market supply and propose applying a MOPR to policy resources in order to “correct”
market pricing signals.**®

That the FCM consequently produces lower prices is not a system reliability alarm that
needs to be corrected; ' rather, the market’s current low prices correctly reflect that there is an
oversupply of capacity in the market and correctly signals that the least valuable resources in the
market—in this case, expensive fossil fuel generators who will be utilized in the energy market

with decreasing frequency—should retire.**® In the face of years of excess supply in ISO-NE, !¢

the argument that a MOPR is necessary now to prevent the possibility of insufficient capacity in

113 Brattle Aff. at 4; 1ISO-NE, 173 FERC { 61,161, at P 56.

114 As discussed further in Section 1V.A.3.e below, to the extent there may be reliability concerns,
particularly during the winter, in the ISO-NE market that are associated with gas resources lacking firm
fuel supply, this is not due to low prices in the capacity market, which have persisted even with
application of the MOPR, nor will they be cured by keeping state policy resources out of the capacity
market. Rather, such a resource-specific problem should be handled with a resource-specific solution,
rather than by overcharging customers for the entire capacity fleet and keeping out policy resources such
as offshore wind, which perform well in winter. The MOPR in not an effective or efficient way of
addressing the 1SO’s reliability concerns. See Brattle Aff. at 7-9.

115 Brattle PIM Aff., at 18-20.

116 For example, FCA 16 cleared an excess of 1,165 MW. Chadalavada Direct at 34. Excess capacity in
2021 was estimated to cost consumers $156 million. See, Grid Strategies, Too Much of the Wrong Thing:
The Need for Capacity Market Replacement or Reform 6, App. A (Nov. 2019),
https://gridprogress.files.wordpress.com/2019/11/too-much-of-the-wrong-thing-the-need-for-capacity-
market-replacement-or-reform.pdf.

28


https://gridprogress.files.wordpress.com/2019/11/too-much-of-the-wrong-thing-the-need-for-capacity-market-replacement-or-reform.pdf
https://gridprogress.files.wordpress.com/2019/11/too-much-of-the-wrong-thing-the-need-for-capacity-market-replacement-or-reform.pdf

the future ignores the fundamental tenets of market theory, namely, that if supply becomes
constrained in the face of increased demand, prices will rise to encourage greater investment.*’
The idea that the MOPR will “correct” the market by artificially raising the prices of the most
competitive resources in the system in order to prop up the least valuable generators stands
elemental market economics on its head. Instead, the MOPR forces policy resource prices higher
and often out of the capacity market, even though ISO-NE acknowledges that state policy
resources will be built and will operate on the system.*® In doing so, it drives capacity prices
higher, reflecting “a fictional ‘need’ for capacity, causing consumers to pay real money and
frontline communities to face real environmental harms for real capacity resources to fill that
fictional need.”*'® This in turn sends the wrong signals to investors to retain costly existing
resources that would otherwise retire, attracts additional resources that are not needed for
reliability, and sends signals to customers to scale back on electricity use due to artificially high
prices and fictional scarcity—all of which depart entirely from the fundamentals of supply and
demand.*?°

The absurdly inefficient, unreasonable, and unsustainable nature of the MOPR becomes
especially apparent when evaluated in the context of the ISO-NE footprint, where 90%o of
customer demand is within states that have adopted some of the most ambitious clean
energy requirements in the nation and whose policy resources could be excluded partially
or entirely by the MOPR.*?! Continued application of the MOPR in 1ISO-NE would quickly

turn the FCM into a “multi-billion-dollar-per-year parallel ‘shadow market’ that exists primarily

117 Brattle PJIM Aff., Attach. A at 19-20.

118 Transmittal Letter at 5.

119 Brattle PJM Aff. at 19.

120 |d

1211d. at 19. Ninety percent figure taken from Load Zone Breakdown set forth in the 2021 Forecast
Itemization, https://www.iso-ne.com/static-assets/documents/2021/05/forecast 21 itmzd.xIsx.
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as a means for customers to make duplicative payments to resources that are not needed for
resource adequacy.”*?? Such a result is the height of economic absurdity and paradigmatic of
unjust and unreasonable rates.

Contrary to arguments used to support the MOPR, the “correct” price for capacity is one
that aligns desired supply with actual demand, not the price and resource mix that would prevail
in the absence of state policies.’?® As Drs. Spees and Newell point out:

[TThe MOPR offers a costly solution to a non-problem. The grievance from the
standpoint of incumbent fossil generators is that they cannot compete and win against the
clean resources that states and consumers prefer. As a consequence, fossil generation
owners will earn lower revenues than they would in a world where emissions do not
matter or where state policies favored their resources. Failing to earn a return on
investment may be problematic for the owners of such assets, but this is not a problem
that the wholesale markets can or should fix. The fix occurs when generators shift their
investment portfolios toward the types of electricity resources that customers and states
want to buy.?*

4. Capacity Markets with Sloping Demand Curves Cannot Simultaneously
Produce Low Prices and Poor Resource Adequacy

Concerns that low prices resulting from a growth in state policy resources will threaten
reliability by discouraging investment are deeply misguided;'% indeed, this concern is a
mathematical impossibility.'?® By their very nature, capacity markets with downward sloping
demand curves cannot simultaneously produce low prices and poor resource adequacy,?’ as

reflected in the Figure 1 below:

122 Brattle PJIM Aff. at 19.
123 Brattle Aff. at 4

124 Brattle PJIM Aff. at 19.
125 1d. at 20.

126 |d

127 Brattle Aff. at 4.
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FIGURE 1: CAPACITY MARKETS WITH DOWNWARD-SLOPING DEMAND CURVES
CANNOT SIMULTANEOUSLY PRODUCE LOW PRICES AND POOR RESOURCE

ADEQUACY!%

Demand Curve

The capacity market cannot
simultaneously produce low
prices and poor reliability

Capacity Price

Quantity

As discussed above, and reflected in the graphic above, if prices are low due to the entry of
policy resources, this means that there is ample supply of capacity on the system. Low capacity
prices signal that high-cost resources should retire and new entry is not needed; they do not

reflect “price suppression” that demands imposition of a MOPR.*?°

Furthermore, the Commission has been abundantly clear that “low prices, in and of
themselves, do not demonstrate that a market is not just and reasonable. For instance, such prices
are justified in instances where a region contains substantial excess capacity unrelated to
intentional uneconomic entry.”*3® Low prices do not equal price suppression and should not be

viewed as a problem unless they result from an exercise of market power.

128 Brattle PIM Aff. at 20.

129 Id

1% Midwest Indep. Transmission Sys. Operator, Inc., 153 FERC { 61,229 (Nov. 20, 2015) (emphasis
added).
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5. Merchant Investors Operate in a Context that Includes Energy and
Environmental Policies from Which They Should Not Expect to Be
Indemnified

The financial woes that merchant generators and expansive MOPR proponents attribute
to state policy resources resulting in lower-than-expected returns on investment, while
unfortunate for them, is not a concern from a market design perspective.®* Merchant generation
investors operate in a market and regulatory context that has always required them to face
uncertainties associated with energy and environmental regulations. Investors never should have
expected to be indemnified against risks associated with these policies (nor should they be
required to return revenues to customers when policy changes favor their investments). %2
Additionally, energy and environmental policies incentivizing a clean energy transition have
been discussed in New England states for years; while some investors may have underestimated
the speed and scale of this transition, no responsible investor in any power plant entering the
ISO-NE capacity market can have made its investment and been unaware of the downside risks
associated with states’ energy and environmental policies.’** A major purpose and oft-cited
benefit of capacity markets is to shift the risk burden from consumers to investors, not the
reverse, and there is no reason to indemnify investors who make poor decisions by imposing or
maintaining a MOPR. 1%

Finally, recent auction results put to rest the idea that low prices and the participation of
state resources will drive away merchant generator investment: despite the low clearing price
ranging from $2.531 to $2.639 per kW-Month, the February 7, 2022, auction secured capacity

commitments of 32,810 MW, which is 1,165 MW more than had been required to meet

131 Brattle PJIM Aff. at 21-22.
132 Brattle Aff. at 4.

133 |d.: Brattle PJIM Aff. at 21.
134 Brattle PIM Aff. at 22.
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reliability requirements, with only 256 MW of retirements and 2 MW of permanent delisting.**®

Investors unhappy with their returns can more accurately blame their merchant competitors for
the low prices, rather than state policymakers. Finally, while FCA 16 did reflect a modest
increase of 311 MW of new clean energy generation, the total penetration of variable resources

(including demand resources) for 2025-2026 is only an extremely low 15%.*% Even if policy

resources entered the FCM without mitigation starting in FCA 17, a significant portion of

capacity in ISO-NE will still be supplied by fossil resources for the foreseeable future. 3’

6. Application of the MOPR to Policy Resources Amplifies Requlatory Risks

MOPR proponents also argue that applying MOPR to policy resources is necessary to
mitigate regulatory risk surrounding capacity investments.'®® They assert that “price distortions”
resulting from state energy policies compromise the capacity market's “integrity” and create
investor uncertainty because investors will not know whether their capital will be competing
against resources that are offering into the market based on actual costs or on state subsidies,
which may lead to “excessive costs to consumers as capacity sellers may include significant risk
premiums in their offers.”13°

While elevated prices from a MOPR would offset some immediate issues, they “should
not be conflated with less-risky prices . . . On the contrary, a market whose price is artificially

inflated by a rule as controversial and economically inefficient as MOPR is unsustainable.”4°

135 ISO-NE, New England’s Forward Capacity Auction Closes with Adequate Power System Res. for
2025-2026, at 1-2 (Mar. 9, 2022) (“1SO-NE FCA 16 Results Notice”), https://www.iso-ne.com/static-
assets/documents/2022/03/20220309_pr_fcal6 initial_results.pdf.

1%61d. at 1.

137 Analysis Group, Pathways Study: Evaluation of Pathways to a Future Grid, at slide 14 (Oct. 25,
2021), https://www.iso-ne.com/static-assets/documents/2022/03/fgrs_ag_2021-10-25_nepool_evaluation-
of-pathways.pdf.

138 1SO-NE, 173 FERC 1 61,161, at PP 33-39; ISO-NE, 162 FERC 1 61,205, at PP 24-25.

189 1SO-NE, 173 FERC 1 61,161, at P 44-47.

140 Brattle PJM Aff. at 22.
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The pressure to eliminate or avoid MOPR is already well underway and will only increase as the
sting of it reaches consumers already reeling from inflationary pressures, who will ask why they
are paying so much for excess capacity. Investors are aware of and have expressed concerns
around the uncertainty and unsustainability of 1ISO-NE’s capacity market under the MOPR. 4!
The failure of ISO-NE to accommodate state policy resources is simply unsustainable—from any
perspective. 14?

As noted repeatedly by Chairman Glick, investor uncertainty that could doom capacity
markets is far greater from the imposition of MOPR than it is without it.}** Most ISO-NE state
leaders view climate change as an existential threat that they must address.** Were 1SO-NE to
keep the MOPR, it would turn the capacity market into an impediment to achieving the majority
of its states’ widely supported and jurisdictionally permitted resource goals—a result that would
actually engender far greater regulatory upheaval and investor uncertainty—and would be
directly contrary to the purported desire of the Commission to foster and protect market

competition.4°

141 Tech. Conf. Tr. at 9, 2 (comments of Chairman Glick and Commissioner Christie regarding
sustainability concerns). See, e.g., id. at 182-84 (Comments of Betsy Beck, Director of Regulatory
Affairs — Central and Western U.S., Enel North America, Inc.); Comments of Mass. Mun. Wholesale
Elec. Co., at 4-8, Docket No. AD21-10-100 (July 19, 2021); Comments of Dominion Energy Svcs. at 3—
4, Docket No. AD21-10-100 (July 19, 2021).

142 Brattle Aff. at 22-23. See also, NESCOE, NESCOE Perspective Communicated to NEPOOL and 1SO
New England on the Minimum Offer Price Reform, (February 8, 2022), https://nescoe.com/resource-
center/mopr-perspective-2022/.

143 1SO-NE, 173 FERC 1 61,161 (Glick, Dissenting at P 15) (“The irony, of course, is that it has been this
Commission's embrace of the MOPR that has done more than anything to hasten its ultimate demise.”).
144 See, e.g., NESCOE Vision Statement at 1-2; NESCOE Letter New England's Regional Wholesale
Elec. Mkt.s and Org. Structures Must Evolve For 21st Century Clean Energy Future,
http://nescoe.com/wp-

content/uploads/2020/10/Electricity System Reform GovStatement 140c¢t2020.pdf; ISO-NE, 173 FERC
161,161 (Glick, Comm’r dissenting at P 8).

145 Ongoing conflicts between the MOPR and state energy and environmental laws have led at least one
New England energy official to question her state’s participation in ISO-NE’s capacity market. In January
2020, Katie S. Dykes, Commissioner of Connecticut’s Department of Energy and Environmental
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7. MOPR Should Be Applied for Its Narrow Original Purpose of Mitigating
Market Power Abuses, Not Repurposed to Undo the Effects of State
Policies

Clean Energy and Consumer Advocates do not dispute that the MOPR, in concept if not
necessarily its current application, is an appropriate mechanism for its original purpose:
prevention of manipulative price suppression by entities with buyer-side market power. But the
valid rationale behind this limited form of MOPR does not apply in the context of policy-
supported clean energy investments for a number of reasons: (1) state policies are pursued for the
purpose of addressing a means to pursue environmental, public health, economic growth, or
employment objectives, not in order to suppress market prices; (2) addressing environmental
externalities is not “uneconomic”—it is a necessary market correction; and (3) applying the
MOPR to state policy resources actually causes uneconomic behavior by incentivizing the
retention of truly uneconomic, unnecessary resources.'*® As explained by Brattle:

There is no sensible economic rationale for applying MOPR to all policy
resources. States have many reasons to support capacity supply resources
including to limit the harms of climate change, address environmental
externalities, improve public health, create jobs, and support economic growth.
The policy support awarded to such resources reflects their contributions to state
policy objectives; they create environmental attributes or other benefits that states
wish to buy and are remunerated for producing those benefits. Such resources are
not “uneconomic” because their value is not derived from a scheme of
manipulative capacity price suppression. Further, MOPR has not “leveled the
playing field” because it fails to address the environmental and public health
externalities that are the primary reason for most of the . . . states’ policies in
question. MOPR also does not attempt to undo the effects of all local, state, and
federal policies that have always shaped the resource mix, including supporting

Protection, wrote to ISO-NE’s President and CEO Gordon van Welie and explained that due to the
MOPR, Connecticut was “compelled to prepare contingency plans to ensure that Connecticut ratepayers
and citizens are protected” including “investigating the potential options for extricating the state from the
compulsory forward capacity auctions.” Letter from Comm’r Katie S. Dykes to Gordon van Welie, RE:
Connecticut Department of Energy and Environmental Protection, Integrated Resources Plan Proceeding,
Technical Meeting (Jan. 15, 2020), https://www.iso-ne.com/static-
assets/documents/2020/01/ct_deep_tech_conf markets jan 22 2020 isocomments.pdf.

146 Brattle PJM Aff. at 23.
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the development of existing fossil plants and reducing the delivered cost of fossil
fuels.14’

In sum, MOPR advocates create a market solution in want of a problem, motivated
primarily by a concern that incumbent fossil fuel generators may no longer expect to earn a
satisfactory return on their investments.'® While certainly a potential concern for some
incumbents, low capacity prices are not a problem from a societal or market design
perspective.'*® The real distortions of the FCM have come from its travels through the MOPR

looking glass, not the presence of state policy resources in ISO-NE’s capacity market.

C. MOPR Imposes Uneconomic Costs on ISO-NE Customers and Society As a
Whole

Clean Energy and Consumer Advocates’ experts analyzed the impact of applying the
MOPR to state policy resources and determined that the overall effect excludes policy resources
from clearing in the capacity market and has several adverse consequences, namely: (1) the
MOPR will keep state policy resources from clearing the capacity market and induce the
uneconomic retention of excess capacity resources; (2) the MOPR will impose costs on all ISO-
NE consumers by causing them to pay higher capacity prices than is economically efficient and
by requiring customers in states with policy resources to “pay twice” for capacity; (3) higher
prices would effectuate a wealth transfer from customers to suppliers on the entire volume of
capacity transacted in the market; and (4) supporting excess capacity results in excess societal
costs or deadweight loss that benefits neither customers nor suppliers who bear the costs of
maintaining the uneconomic excess supply.*® Further, absent reform, the scale of these

problems will grow along with the scope of the MOPR as New England states proceed toward

1471d. at 4.

148 1d. at 19.

149 Id.

150 1d. at 24-25; see also Affidavit of Michael Goggin, at 67 (attached hereto as Ex. C) (“Goggin Aff.”).
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fulfilling their various clean energy mandates.'®* Failure to address these current and impending
harms to consumers and to the ISO-NE capacity market results in rates that are unjust and
unreasonable.

1. Between 1,310 MW and 6,313 MW of Policy Resources Could be
Excluded from Clearing the Capacity Market by 2030

Applying the MOPR to state policy resources forces these resources to bid into the
capacity market at administratively set prices designed to offset any benefits they receive as a
result of state policies. The result is that capacity market prices increase for consumers and state
policy resources are pushed out of the capacity market as depicted in Figure 2 below:

FIGURE 2: MITIGATION OF POLICY RESOURCES INCREASES THE CAPACITY
CLEARING PRICE™®?

Targeted MOPR Expansive MOPR
No MOPR Applied to Policy Resources MOPR Imposed on Policy Resources
Demand Curve Demand Curve
& [
g 2
] 3
9]
Policy Resource Fossil A Fossil B Fossil C Fossil A Fossil B Fossil C Policy Resource
Quantity Quantity
The policy resource offers at zero in the absence of Expansion of MOPR would exclude the policy resource
MOPR application to ensure clearing the capacity from clearing by artificially increasing its price. As a
market. result, the market clearing price would increase.

Based on a review of expected installations of capacity resources covered by New
England state policies, without MOPR reform, Mr. Goggin estimates that under current state
policies, the total quantity of resources that fail to clear the FCA due to the MOPR ISO-
NE-wide could be between approximately 1,310 MW and 6,313 MW of Qualified Capacity

by 2030.%%% Not all state policy resources will be precluded from clearing the capacity market.

151 Brattle PJM Aff. at 24-25.
152 Brattle PJM Aff. at 13.
153 Goggin Aff. at 10-12.

37



However, at default MOPR price levels, new offshore wind and imported hydropower are
unlikely to clear the market.*>*

Worse yet, the FCM will seek to fill a (fabricated) gap in supply needs created by the
failure of policy resources to clear by filling the fabricated gap with higher-cost Qualified
Capacity from “marginal” resources that have offered at relatively high prices in the capacity
market, would not otherwise clear the market, and are not needed for reliability.'>® Such excess
capacity resources could be high-cost aging fossil plants that require substantial re-investments
to continue operating, or they could be new gas-fired power plants that require substantial new
investments to be built. Regardless of what type of capacity is built to fill the phantom supply
gap, every dollar spent to bring such resources online or keep them in service is a dollar of
economic waste, that leaves owners barely any better off (since every dollar earned must be
spent to maintain the high-cost resource); and customers far worse off as they must pay for
156

excess capacity that has no reliability value.

2. MOPR Could Impose At Least $179 Million per Year in Excess Costs on
Customers by 2030

Continuing to apply the MOPR without reform would impose a significant cost on
customers across the ISO-NE region, amounting to at least $829 million—and possibly as
much as $4.1 billion—by 2030.1%" These excess costs appear in two ways: (1) as an increase in

capacity prices affecting all transactions; and (2) as an increase in contract payments to state

154 1d. If some of these resources receive a lower ORTP price that allows them to clear the auction, then
the true costs of MOPR could be mitigated from this estimate.

155 Brattle Aff. at 5; Brattle PJIM Aff. at 28.

156 Brattle PJM Aff. at 28-29; Goggin Aff. at 6.

157 Goggin Aff. at 7-11.
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policy resources because they are deprived of capacity market revenues that go instead to

unnecessary substitute resources. >

3. MOPR Imposes Excess Costs on Consumers in all States, with and
without Substantial Policy Mandates.

Customers in every state across the ISO-NE footprint would bear a portion of the costs
caused by continuation of the MOPR, with the largest costs imposed on customers in states
whose policies support the largest MW of Qualified Capacity volume of resources excluded from
clearing the auction, who will pay both higher costs for capacity purchased from the FCM and
will “pay twice” for having to pay both for capacity mandated by state requirements and
excluded from the FCM due to the MOPR and the excess capacity purchased to fill the
“fabricated gap.”**® But even in states with no policy resources excluded, customers would face
excess costs from the increased costs of capacity within the FCM due to the MOPR.*6°

4. MOPR Could Induce a Wealth Transfer from Customers to Capacity
Sellers

Incumbent capacity sellers are the primary beneficiaries of the MOPR, whose excess
capacity payments represent a transfer of wealth from customers. However, the net benefits that
these incumbent entities would enjoy from maintaining an unreformed MOPR are below the
$179 to 862 million per year by 2030 increases in costs imposed on customers, due to the
deadweight losses spent to maintain aging fossil assets that would otherwise retire.*5! Thus even
the net benefits to capacity suppliers as a result of the MOPR are lower than the costs to

consumers.

158 1d. at 6.

159 Brattle PJM Aff. at 28.

160 Brattle Aff. at 5-6; Goggin at 10-12. See also, Transmittal Letter at 29.
161 Brattle Aff. at 5-6.
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In sum, continued application of the MOPR would harm consumers more than it benefits
suppliers, stands fundamental economic principles on their head, and threatens the viability of
ISO-NE’s capacity market. In order to ensure just and reasonable rates, as well as salvage the
FCM itself, 1ISO-NE must abandon the decade-plus of ever-expanding MOPR application and
return to the sole justifiable use of it as a narrowly focused tool whose sole function is to mitigate
162

and prevent actual buyer-side market manipulation.

D. The Continued Application of MOPR to State Policy Resources Threatens to
Undermine the Future of Competitive Wholesale Electricity Markets

Continued application of the MOPR threatens to undermine the benefits and, eventually,
the very existence of the eastern capacity markets.%® Rates cannot justifiably ignore the
connection between state policy requirements for supply and the mandatory reliability
requirements of the capacity market (demand). Rates that impose the MOPR on state policy
resources in order to encourage delayed exit or new entry of fossil fuel generators, while
prematurely forcing out and blocking entry of the clean energy resources necessary to meet state
policy requirements, disconnect the capacity market from the demand of its customers or their
desired supply, and are inherently unjust and unreasonable. As explained by Brattle:

Eventually, the scope and scale of an MOPR would become so great that it could

exclude the large majority of all resources from participating, especially in states

with the most ambitious climate goals. At the same time, the capacity market

would continue to produce the high prices that would be necessary to retain

excess capacity resources consistent with a fictional scenario as though the states’

policies did not exist. This outcome is nonsensical and unsustainable. Rather than

force customers to endure persistent, growing, and unnecessary excess costs, state
policymakers would be forced to exit the capacity market entirely.64

162 1d. at 7.
163 Brattle PIM Aff. at 32-34.
164 1d. at 33; see also ISO-NE Transmittal Letter at 31.
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If capacity markets are to survive, ISO-NE and FERC must accommodate state policies
that are not designed or implemented to manipulate FERC wholesale markets, but rather to
accomplish legitimate state objectives.

E. There Is Widespread Agreement That ISO-NE’s Tariff Must Change

There has been widespread acknowledgment from ISO-NE, New England states, the
region’s stakeholders, and several FERC Commissioners that ISO-NE’s existing Tariff must be
reformed to accommodate state policy resources and bring to an end the years of delayed
auctions and litigation between 1SO-NE, New England states, stakeholders, and FERC regarding
the inexorable creep of its MOPR—a saga that threatens only to get worse as the vast majority of
New England states transition to clean energy portfolios.

Chairman Glick and Commissioner Clements have been clear in a number of public
statements and filings that existing tariffs applying mitigation policies to state policy resources
are unjust and unreasonable, opining that overly broad minimum offer price rules that apply to
anything besides the actual exercise of buyer-side market power “hurts competition” and “can
lead to uneconomic price signals” with results that “distort[] the market-clearing price, and
forces customers to pay more than necessary to meet their capacity needs.”*%® In response to a

recent ISO New England filing on FCA 16, Chairman Glick and Commissioner Clements wrote

165 Joint Concurrence (Glick & Clements, Chairman & Comm’r, concurring). See also Tr. of Technical
Conference on Res. Adequacy in the Evolving Elec. Sector, at 33—-34, 9 (Comments of Chairman Glick),
2, 22 (Comments of Comm’r Christie), 29-30 (Comments of Comm’r Clements regarding the
unworkability of the expansive MOPR), Docket No. AD21-10 (Mar. 23, 2021). See also Statement of
Comm’r Christie, at P 2 FERC Docket No. ER21-2582-000 (Oct. 19, 2021) (“I agree that the current PJIM
MOPR structure needs to be replaced or significantly modified. Whatever its merits or demerits in terms
of economics, | believe the incumbent PJIM MOPR is simply unsustainable.”).

165 Tech. Conf. Tr. at 9.
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that the existing 1ISO-NE Tariff “appears to be unjust and unreasonable” and admonished 1SO-
New England to “move expeditiously” beyond the MOPR, ° stating:

Such overbroad barriers are the antithesis of market competition, in that they

divorce “capacity market clearing prices from the actual net going forward costs

of would-be capacity suppliers” and serve “only to prop up capacity prices,

protect incumbent generators, and increase the costs of State policies.” The end

result “is doubly bad for consumers, as they will be forced to pay for more

capacity than is actually needed, and to do so at a higher price than they should,

because the MOPR will allow a relatively high-cost resource to set the capacity

price for the entire set of resources procured through ISO-NE’s capacity
market.” 167

ISO-NE’s own filing provides powerful evidence of the injustice and unreasonableness of
its existing Tariff. 1SO-NE and its experts echo the fundamental economic tenets discussed
above and repudiate the continued application of the MOPR to state policy resources. ISO-NE
acknowledges that a market that precludes the entry of capacity that contributes to resource
adequacy—such as state policy resources—Ieads to “substantial inefficiencies” resulting from
inaccurate price signals regarding entry and exit necessary to maintain resource adequacy. '
ISO-NE also acknowledges that applying the MOPR to state policy resources will price these
resources out of entering the FCM and require consumers to pay twice for capacity—or what the
ISO refers to as inefficient overbuild.'®® The I1SO acknowledges that this inefficiency, and the
resulting costs to consumers, “can threaten to overwhelm any benefit that is obtained from the de

facto preclusion of higher-cost state-sponsored resources from the market” which it describes as

“precisely the position New England finds itself in today.”*"

166 Joint Concurrence at P 5.

1871d. at P 4 (citations omitted).

188 Transmittal Letter at 21-22, 27.
169 1. at 5, 21-22, 27.

170 1d. at 29 (emphasis added).
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Furthermore, as the last few years in particular have demonstrated, ISO-NE’s various
attempts to let a few state policy resources into the FCM while keeping most of them out have
not improved things. As Clean Energy and Consumer Advocates and a number of parties
predicted at its inception, CASPR does not actually work.'”* Even ISO-NE and its Internal
Market Monitor (“IMM?) admit that CASPR has failed to achieve its intended results.*’? In the
four auctions since CASPR has gone into effect, only 54 MW of state policy resources having
been able to gain entry, out of the over 900 MW that have attempted to enter.2”® Nor is there any
expectation that CASPR’s performance will improve over time or that a return to the previous
limited RTR exemption would address the inefficient overbuild problem that ISO-NE identifies,
given aggressive state decarbonization policies.*™ This is because, by the ISO’s own admission,
both the RTR exemption and CASPR were designed to preventing any impact on clearing prices
in the FCM as a result of admitting state policy resources.'”® But attempting to use a minimum
offer price rule as a means to prevent impacts on the FCM from state policies “is a fool’s
errand”17® since “[e]lectricity markets are, and always have been, the product of public policy”
and “[p]retending otherwise or trying to mitigate our way to a market free from the effects of
certain public policies will only harm customers, create needless federal-state tensions, and
undermine faith in the regional markets whose development has been this Commission's

crowning achievement.”*”’

171 See, e.g., ISO-NE, 173 FERC 1 61,161, P 61; ISO-NE, 162 FERC { 61,205 (Powelson, Comm’r,
dissenting).

172 Transmittal Letter at 5, 12, 28. 33.

173 1d. at 28.

174 1d. at 6, 12 ("[I]nefficient overbuild problem will grow and ultimately threaten[] to overwhelm the
capacity market—outweighing the efficiency gains that may be obtained from application of the MOPR
to state-sponsored resources.”).

175 d. at 5.

176 1SO-NE, 173 FERC 1 61,161 (Glick, Comm’r, dissenting at PP 1-2).

177 Id.
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In a searing indictment of its current MOPR rules, ISO-NE acknowledges that state
policy resource procurements are only likely to intensify and that under the current MOPR rules
a majority of the capacity in ISO-NE will be excluded from entry into the FCM.*"®

Simply put, this situation is no longer sustainable. If the current buyer-side

mitigation construct remains in place, the evidence is clear that consumers will be

forced to pay for a substantial quantity of capacity twice—once ‘in market’ to

achieve the region’s resource adequacy objectives, and a second time “out of

market’ for additional resources developed to meet state decarbonization policies.

Given that the latter set of resources are capable of serving both objectives, it is

the definition of market inefficiency to sustain a market construct that

administratively precludes them from doing so.”1®

The detour away from the MOPR’s original purpose has demonstrated that efforts to limit
state policy impacts on the FCM only make the market less competitive, less efficient, and more
costly for consumers, while also creating perpetual strife among 1SO stakeholders and failing in
the end to achieve the intended results. Having readily admitted the failures of the RTR
exemption and CASPR to work the first time around, there is no justification for continuing to
use them. That other aspects of the market may also need reform as the resource mix gradually
changes to high levels of renewable penetration is undisputed,® but such other potential future

reforms are no basis for continuing to perpetuate the MOPR’s unjust, unreasonable, and unduly

discriminatory pricing policies that burden consumers and frontline communities today. Rather,

178 Transmittal Letter at 30-31.

179 Id.

180 To the extent that the 1SO bases its assertion that a transition period is necessary to prepare the market
for high levels of penetration, it is noteworthy that ISO-NE’s system currently has low levels of
renewable penetration (approximately 15% including demand response), which are not anticipated to
change significantly over the next decade, giving the 1SO several years to prepare for a high renewable
future without needing to hold up MOPR reforms. See, e.g., ISO-NE FCA 16 Results Notice; Todd
Schatzki, Analysis Group, Pathways Study: Evaluation of Pathways to a Future Grid, at 10 (Apr. 26,
2022), https://www.iso-ne.com/static-assets/documents/2022/04/ag-pathways-april-final.pdf; Evolved
Energy Research, Energy Pathways to Deep Decarbonization: A Tech. Report of the Massachusetts 2050
Decarbonization Roadmap Study, at 6 (Dec. 2020) (noting no expectation of change in regional gas
turbine fleet by 2030 in most pathways).
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the complexity of the work ahead “is all the more reason to begin putting those structures in
place now, rather than searching for ways to keep MOPR-based approaches on life support.” 8

IV. ISO-NE’S PROPOSAL TO DELAY MOPR REFORMS IS UNJUST AND
UNREASONABLE

Unfortunately, while ISO-NE’s existing MOPR is unjust and unreasonable, the ISO’s
proposed Delay Proposal is not a just and reasonable solution. ISO-NE proposes to keep in place
its existing unjust and unreasonable MOPR for two additional capacity auctions, FCA 17 and
FCA 18, and only to adopt meaningful reforms to this rule in FCA 19, which will take place in
2025 and cover the 2028-2029 capacity year. Yet as discussed below, ISO-NE fails to
substantiate the need for this delay or to make a clear and convincing case as to why MOPR
reforms cannot be implemented sooner, by FCA 17 in 2023 as it originally proposed. Despite
MOPR’s harms to consumers, ISO-NE has also failed to evaluate the consumer impacts of its
proposed delay, which would continue to force consumers to pay too much for excess capacity
and raise the costs of achieving state decarbonization policies in the region through at least the
year 2028. Finally, ISO-NE’s proposal to provide a “transition” to its eventual MOPR reforms in

FCA 19 fails to meet Commission standards for approving transition mechanisms.

181150, 173 FERC 1 61,161 (Glick, Comm’r, dissenting at PP 1-2). See also N.Y. Pub. Serv. Comm’n v.
NYISO, 158 FERC 1 61,137 (Feb. 3, 2017); Order on Compliance and Paper Hr’g, 173 FERC { 61,022
(Oct. 7, 2020) (Glick, Comm’r, dissenting at P 6) (“In short, I believe that buyer-side market power
mitigation rules that are not limited only to market participants with actual buyer-side market power are
per se unjust and unreasonable and should be abandoned immediately.” (emphasis added)); Statement of
ISO-New England, Modernizing Electricity Market Design: Resource Adequacy in the Evolving
Electricity Sector, at P 3, Docket No. AD21-10 (Mar. 19, 2021) (“Most immediately, the evolution of
FCM necessitates examination of the Minimum Offer Price Rule (MOPR). Given the states’ more active
role in resource procurement and the resulting shift in the resource mix, New England must address
concerns about FCM’s failure to account for the capacity provided by sponsored resources that do not
clear the market as a result of the application of the MOPR." (emphasis added)).
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A. ISO-NE Fails to Substantiate the Need for a Delay

ISO-NE contends that reforming the MOPR in time for FCA 17 would risk the reliability
of electric service in New England.!82 At the same time, the ISO acknowledges that the MOPR
results in “inefficient overbuild” where state policy resources that come online and provide
service cannot be counted towards the region’s resource adequacy picture.'® Because ISO-NE
is asking to keep in place what is an otherwise unjust and unreasonable rate,*®* it is essential that
the 1SO make a well-supported case that maintaining the MOPR for the next two auctions is
necessary for reliability. In other words, ISO-NE must meet its burden of proof that the Delay
Proposal is necessary for capacity rates in FCA 17 and FCA 18 to be just and reasonable. It has
not done so.

Reliability is important, but that does not mean that a utility receives deference on any
assertion that some particular rate is needed to ensure reliability—it must provide evidence to
support such assertions. Likewise, for the Commission to engage in reasoned decision-making, it
cannot accept such claims at face value.®® Here, 1ISO-NE has failed to provide evidence that its
proposed two-year delay in reforming the MOPR is necessary for reliability. Despite the ISO’s
substantial analytical capabilities and unique access to data—all funded by ratepayers—the

ISO’s case for reliability needs contained in its filing is limited to extremely general and

182 Transmittal Letter at 35-36.

18 1d. at 5-6.

184 See supra Section 111

18 See TransCanada Power Marketing, Ltd. v. FERC, 811 F.3d 1, 13 (D.C. Cir. 2015) (“‘[W]hen [the
Commission] chooses to refer to non-cost factors in ratesetting, it must . . . offer a reasoned explanation of
how the [relevant] factor[s] justif[y] the resulting rates.””) (citing Farmers Union Cent. Exchange v.
FERC, 734 F.2d 1486, 1502 (D.C. Cir. 1984); PJM Interconnection, LLC, 155 FERC 1 61,157 (May 10,
2016) (Bay, Comm’r, dissenting at P 94) (“[T]he talismanic invocation of reliability is, by itself,
inadequate to establish reasoned decision making and just and reasonable rates. The question is not
whether reliability may have improved — after all, if billions are spent on a problem, there ought to be
some improvement — but whether the resulting rates are just and reasonable.”).
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speculative concerns about capacity accreditation, retirement of existing resources, and potential
commercial-operation delays applicable to all new entry in the region. The ISO admits that its
proposed package ... is not contingent upon completion of either of those market reforms or
filings” since “it is simply not possible to guarantee...[that they] will be completed for FCA
19.”18 If the proposal is not contingent on these changes, then the claim that they are needed for
reliability does not hold. Further, ISO-NE’s concerns are so vague and so unsubstantiated that
they could easily be renewed in two years’ time to further delay full reform of MOPR.
Accepting a reliability case that is this amorphous would set a dangerous precedent that would
prevent the New England region from moving towards a decarbonized grid consistent with the
adopted laws and policies of the overwhelming majority of New England states.

Finally, we note that the ISO overlooks how the existence of a temporary transition
mechanism could shape market participants’ behavior in ways that exacerbate the very resource

adequacy problems it claims exist.

1. ISO-NE Has Not Established That There Will Be Reliability Problems
Without A Two-Year Delay In Reforming The MOPR
a. ISO-NE Presents No Analysis In Support Of Its Reliability
Assertions

ISO-NE has not presented any analysis sufficient to support its assertion that immediate
MOPR reforms would result in reliability issues due to “inefficient retirements.”*®” Instead,
ISO-NE claims that such an analysis cannot be done with “any level of accuracy.” According to
ISO-NE Executive Vice President and Chief Operating Officer Vamsi Chadalavada, it is not

“possible to quantify the risk of inefficient retirements, in terms of the likely capacity that would

18 Chadalavada Direct at 45:1-4, 14-15; Transmittal Letter at 41.

187 The concept of inefficient retirements itself evades definition—inefficient retirements are simply
retirements of resources that ISO-NE believes are valuable to the system today, or might be off in the
future, but do not actually earn sufficient revenue to justify continuing to operate. See infra.
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retire and specific adverse reliability events that would ensue with those retirements.” 8 It
boggles the mind that an organization with the resources of ISO-NE, and which has warned of
the “inefficient retirement” problem—under one name or another—for the last decade,® is
incapable of any sort of analysis of the risk of retirements or the adverse reliability events that
might ensue. This assertion elides the fact that ISO-NE has done numerous studies in recent
years that examine the reliability impacts of the changing resource mix, none of which have
shown that the kinds of state policy resources that would be excluded by the MOPR heighten
reliability risks.'% ISO-NE does not explain why any of these other tools or models would not be
adequate to examine the question at hand.

The first element one would expect from the ISO is a description of the characteristics of
plants that might inefficiently retire, or some substantiation that these resources are particularly
vulnerable to retirement. Dr. Chadalavada states that because the 1SO does not have access to
the information that informs the complex and idiosyncratic decisions by generation resources to
retire, it cannot “estimate with any degree of accuracy the likely timing or pace of individual
resources’ retirement decisions.”*®? If this is so, then the ISO cannot credibly assert, as it does,

that “[a]llowing significant quantities of state-sponsored resources to enter the market

188 Chadalavada Direct at 17-18.

189 See, e.9., ISO-NE, 164 FERC 1 61,003, at P 2 (July 2, 2018) (“...[ISO-NE’s] Tariff fails to address
specific regional fuel security concerns identified in the record that could result in reliability violations as
soon as year 2022.”); see also, ISO-NE, Operational Fuel-Security Analysis (“OFSA”™), at 6 (Jan. 17,
2018) (“ISO-NE OFSA”), https://www.iso-ne.com/static-

assets/documents/2018/01/20180117 operational_fuel-security analysis.pdf (“On multiple occasions in
recent winters, the 1SO has had to manage the system with uncertainty about whether power plants could
arrange for the fuel—primarily natural gas—needed to run.”); ISO-NE, NEPOOL Participants Committee
Report, at 13, 15 (Apr. 2022) https://nepool.com/wp-
content/uploads/2022/03/NPC_2022.04.07_5a_COOQO_Report_Full.pdf.

190 See Test. of Abigail Krich on Behalf of Acadia Center, Conservation Law Foundation, Environmental
Defense Fund, Natural Resources Defense Council, Renew Northeast, Sierra Club, and Sustainable FERC
Project, at 34:3-10, 26-28 (Apr. 21, 2022) (“Krich Direct”) (discussing OFSA and NEWIS studies)
(attached hereto as Ex. A).

191 Chadalavada Direct at 18.
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unmitigated is, in the short-term, likely to impact the clearing price in a manner that could lead to
the premature retirement of resources that have important reliability benefits for the region.”1%
The ISO cannot assert a risk of inefficient retirement as the basis for a two-year delay in
eliminating a market rule that it admits results in inefficient overbuild, and then claim ignorance
as to the mechanisms or extent of the problem that it asserts exists.

There are several reasons why immediate MOPR reforms, implemented in FCA 17, are
unlikely to cause the degree of retirements that ISO-NE is apparently concerned about. For
example, in the same filing, ISO-NE describes their plans to implement within two years new
day-ahead ancillary services and a significantly altered capacity accreditation scheme, both of
which are intended to better compensate resources for their reliability value.*®®* A generation
plant that is well-maintained, has consistent access to fuel, and is generally economic to run will
stand to gain from these market rule changes, and may reasonably choose to weather a couple of
years of lower FCM revenues for those improved prospects. 1SO-NE also suggests that capacity
prices could go up in some zones as a result of MOPR elimination, after an initial wave of
retirements.'% This suggestion comports with the well-understood dynamic that prices tend
towards an equilibrium in forward capacity markets. Thus, relatively efficient resources
(presumably the ones ISO-NE would rather not retire) are again likely to wait out a low period of
revenues for an anticipated rebound in prices after other less-efficient plants retire. 1SO-NE
ignores all of these dynamics in its simplistic assumption that resources it deems desirable (from
a reliability perspective) will necessarily retire as a result of temporarily lower prices. Nor does

ISO-NE address the possibility that the resources that would choose to exit may be those that

192 Transmittal Letter at 36.
193 |d, at 41.
194 1d. at 44 n.163.
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offer relatively little reliability benefit during the critical winter peak events due to dependence
on limited availability pipeline gas deliveries.’®® Other resources that might retire are those that
are older and more prone to breaking down under extreme conditions due to reduced
maintenance and upkeep. 1SO-NE offers absolutely nothing to suggest that the resources that
would retire are those “whose flexibility, dependability, and/or sustainability may be far more
valuable in the future.”%

Finally, ISO-NE offers no assessment of the quantity of “inefficient” retirements that it
deems concerning. The ISO’s transition proposal includes a 700 MW RTR exemption that it
defends as acceptable to merchant generators and, implicitly, to states.*®” But ISO-NE does not
explain whether or how the retirements that may result from this 700 MW of entry would affect
reliability—and why the corresponding level of retirements is acceptable, but not a megawatt
more. At one point, Dr. Chadalavada asserts that “gaps” caused by (assumed) commercial-
operation delays for the 700 MW represented by the RTR exemption would be “manageable”
given the projected surplus for FCA 16.1% Given that the surplus is over 1,200 MW, 1SO has
articulated no reliability basis for limiting the RTR exemption to 700 MW, nor reconciled its
assessment that 700 MW is manageable with its overarching hand-wringing about any retirement

of existing resources.

195 Chadalavada Direct at 24:6—7 (describing winter reliability changes that would arise “[i]f a rapid entry
of state-sponsored resources displaces existing generation that is able to operate in extended cold
conditions”) and 23 (acknowledging problems with gas fleet that isn’t available on the coldest days).

19 1d. at 12:21-22.

7 Transmittal Letter at 42 (“The 1SO understands that representatives of many of the generating
companies that rely on wholesale markets and deploy private capital affected by the entry of these
resources, have generally agreed with the proposed quantity of resources in the renewed renewables
exemption, and that the states contracting for these renewable resources are not opposed to this exemption
value.”).

198 Chadalavada Direct at 34-36.
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Rather than analysis, ISO-NE ultimately rests its reliability case on the idea that it lacks
all confidence in its capacity accreditation framework.**® For instance, Dr. Chadalavada states
that he cannot quantify with accuracy the impact of any retirement decision on reliability because
the “ISO does not currently have in place the necessary tools to comprehensively perform this
analysis” given that it lacks a methodology to assess the reliability contributions of different
resources.?® If this is so, then ISO-NE has no factual basis to assert that MOPR cannot be fully
eliminated until capacity accreditation is reformed.?®* As discussed further in Section IV.A.2,
below, ISO-NE’s reliance on any potential errors in its capacity accreditation framework do not
support delay of MOPR reforms.

b. ISO-NE’s Inefficient Retirements Theory Lacks A Factual Basis
And Is Fundamentally Incompatible With Competitive Markets

ISO-NE asserts that increased state policy resource entry would result in “inefficient
retirements,” which it describes as “the premature retirement of resources that have important
reliability benefits for the region” as a result of the lower prices that would attend market entry
of state policy resources.?%? The ISO views these retirements as inefficient because the units that

are retiring may be more valuable in resource adequacy terms than the units that replace them, or

199 1d. at 11:5-9 (need for transition mechanism is driven by “concern[] that the immediate entry of large
guantities of state-sponsored resources could pose an unacceptable risk to the existing resources upon
which the region currently relies, prompting the retirement of these resources before the point at which
we are in a position to fully ascertain and account for the relative reliability benefits of the retiring
resources and the new resources replacing them.”).

200 d, at 18.

201 Indeed, if ISO-NE contends that its capacity accreditation is so erroneous that it cannot permit its
Forward Capacity Market to enable new entry and exit, then the obvious implication is that the entire
FCM is unjust and unreasonable. ISO-NE attempts to thread this needle by asserting that the capacity
market has not been under-procuring capacity under its existing rules, and that “the concern with capacity
accreditation arises primarily with the shift to higher concentrations of intermittent or ‘just in time’
resources,” which MOPR reform would facilitate. Transmittal Letter at 41 n.147. ISO-NE does not
explain how high the concentrations of variable resources must be before its current accreditation
framework tips over from acceptable to unacceptable, nor relate such a threshold to the changes that
would occur in the resource mix if MOPR reform were achieved for FCA 17 rather than FCA 19.

202 Transmittal Letter at 36.
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may have qualities that will be needed for reliability in the future but that are presently
undervalued. This concept of “inefficient retirements” rests entirely upon unfounded
assumptions about the resource adequacy value and flexibility of the resources that will retire.
ISO-NE’s view of the problem posed by “inefficient retirements” extends well beyond the two
years of its proposed transition period and the ISO contends that elimination of MOPR must be
“thoughtfully implemented, so as to avoid the inefficient loss of resources that may well be
necessary to reliably operate the system well into the future, as part of the transforming resource
mix.”2% In support, 1SO-NE also points to its 2050 Transmission Study to assert that in all
examined scenarios under one of the decarbonization pathways,?%* “the dispatch of fossil-fueled
generation would be necessary to achieve a load-generation balance.”?% 1SO-NE’s facile
argument seems to be that because some (unspecified) quantity of fossil-fueled generation might
be needed in 2050, it would be risky to allow any of the existing fossil-fueled resources to retire
now. This is the kind of argument one would expect to hear from a vertically integrated utility
seeking to continue rate recovery for a dubiously economic generation plant—not from the
operator of a competitive wholesale electricity market. Simply because the system may need
some kind of firm generation in 30 years’ time (which could be many resource types besides
fossil), does not mean that the particular plants on the system today are the only option (or that
all of the existing plants will be needed for future reliability). In a competitive market, plants

unable to earn sufficient revenues in the present, but with a prospect of future increased

203 Chadalavada Direct at 17:13-15; see also id. at 12:19-23 (“At its core, the risk is that, without the
current MOPR construct in place, entry from state-sponsored resources with low-priced offers could
prompt the premature retirement of resources whose flexibility, dependability and/or sustainability may
be far more valuable in the future, with high renewables penetration, than the wholesale markets currently
remunerate.”).

204 Krich Direct at 32.

205 Chadalavada Direct at 17:8-9.

52



revenues, may delay retirement in hopes of capturing future profits. If those prospects are too
remote, the existing resources may retire and new resources that can be profitable given market
design and the system needs of the future grid will enter. It is backwards reasoning—to put it
mildly—to make market rules today to preserve resources that could provide services that might
be needed nearly 30 years in the future. The role of the capacity market is to ensure resource
adequacy, not to procure attributes like flexibility, which are more efficiently procured and
compensated through more granular and locational markets like energy and operating
reserves.?%®

In sum, while the 1SO’s last-minute change of position as to whether a delay in MOPR
reform was needed may partially explain the utter lack of a record to support its allegation of
reliability issues, it certainly does not excuse it.2” Because the 1SO did not advocate for or
independently analyze such a delay during the first eight months of its stakeholder process, there
was no opportunity for stakeholders to evaluate any facts or to test the 1SO’s assumptions.?%
Instead of rigorous analysis, ISO-NE has presented the Commission with insinuations and hand-

wringing over reliability that are insufficient to meet its burden under Section 205. This cannot

be sufficient to meet ISO-NE’s burden to support its filing with substantial evidence.

206 See, e.g., Tr. of the October 12, 2021 Technical Conference Regarding Energy and Ancillary Markets
at 75:2-6, Docket No. AD21-10 (Oct. 12, 2021) (“We don't see that the right answer is to focus on
capacity market compensation for flexibility because it's just not at the right time when we need it, and it's
hard at that point to match sort of performance with what it is that was purchased.”) (Dr. Nicole Bouchez,
Principal Economist, Market Design for NYISO speaking).

207 See supra Section 1V.A.3.

208 To the extent the ISO weighed in in writing on incumbent gas entities’ delay proposal during the
NEPOOL Markets Committee process, prior to its endorsement of the Delay Proposal in the January 26,
2022, memo, the ISO did so skeptically: “Transition mechanisms generally require detailed rules across
multiple time periods which presents challenges given the expedited timeline . . . Implementation
concerns exist as the conceptual approach would impact many 1SO systems.” ISO-NE, Competitive
Capacity Markets without a Minimum Offer Price Rule (MOPR): Feedback on several stakeholder
conceptual approaches, at slide 10 (Aug. 31, 2021), https://www.iso-ne.com/static-
assets/documents/2021/08/a2a_iso_presentation_providing_feedback on_stakeholder proposals.pptx.
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Finally, we note that it is highly ironic that ISO-NE would cite to the extreme weather
events caused by climate change as a basis to discriminate against, and slow market entry by, the
very resources that states have required the procurement of in order to reduce carbon emissions
from the electric sector.?%® By trying to forestall retirements of existing resources that are
primarily fossil-fueled, ISO-NE is perpetuating the very status quo that exacerbates extreme
weather patterns.

2. The Need For Accreditation Reform Does Not Justify Delay In Reforming
The MOPR

ISO-NE asserts that delays in MOPR reforms are needed because “the reliability
attributes of the capacity that might exit the system, and upon which the region heavily relies and
will continue to rely under a changing resource mix, are not necessarily available from the new
resources that will enter the system with the MOPR’s elimination.”?° According to 1ISO-NE, its
proposed delay would enable it to develop and implement a new capacity accreditation approach
over the next two years, to be implemented by FCA 19 when its proposed MOPR reforms would
then finally kick in.

While Clean Energy and Consumer Advocates agree that capacity accreditation in New
England needs eventual reform, this does not justify delaying MOPR reforms, which are
themselves needed to address an unjust and unreasonable rule that is harming both the region’s

211

consumers and its markets.** ISO-NE’s argument that capacity accreditation reform needs

209 See Chadalavada Direct at 23:16-24:2 (“While New England has been able to manage through the
operational challenges presented during past extreme weather events, climate change presents the
potential for more frequent and extreme weather conditions, including extended cold weather spells, that
will further challenge the system’s reliability. The increased likelihood of more frequent and extreme
weather events, when paired with the retirement of the Mystic station in 2024 with on-site fuel
necessitates a measured approach to major market changes to try and protect against rapid and inefficient
retirements.”).

210 Transmittal Letter at 37.

211 See supra Section 1.
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justify delaying MOPR reforms is premised on a view that particular clean energy resources are
over-accredited under its current rules—and uniquely so. It also assumes that some existing
resources are under-accredited. These assumptions are unsupported or in other cases,
demonstrably false.

The primary effect of the MOPR reform delay would be to impede market entry by
offshore wind resources, but there is no basis for asserting that offshore wind is over-accredited.
A 2010 study by ISO-NE—the New England Wind Integration Study (“NEWIS”)—sought to
understand whether “the ISO’s heuristic approach to determining qualified capacity value for
onshore and offshore wind was a reasonable approximation to the effective load carrying
capacity (“ELCC”) value of these resource types.”?*? The NEWIS study concluded that wind
resources were actually under-valued (relative to an ELCC approach) at low levels of
penetration—up until about 5,200 MW (nameplate) of wind was installed.?'® As explained in the
Krich testimony, this means that about 3,700 MW more wind (over today’s 1,500 MW installed)
could become operational, while still remaining under-valued.?** The NEWIS study further
determined that the current approach to capacity accreditation would give an “overall
reasonable” approximation up until 8~10 GW of wind were installed.?'® This study by ISO-NE
contradicts its assertion that offshore wind is necessarily overvalued under the current
accreditation at the levels that might enter in FCA 17 and FCA 18.

Importantly, offshore wind performs very well during the exact times when the New

England grid is currently the most stressed—the winter. In its 2018 OFSA, 1ISO-NE found that

212 Krich Direct at 26.
213 |d. at 27.

214 |d. at 28.

25 |d. at 28-29.
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renewable energy growth can enhance reliability by reducing reliance on gas.?® Only four of the
scenarios examined in that analysis did not result in any load shedding—"the common factor was
an increase in the amount of supply that was not dependent on gas pipelines—i.e., either new
renewables, new imports, more LNG, or some combination of these.”?!” One of the best-
performing cases was the one “that included a modest 1,370 MW (nameplate) of new offshore
wind and 1,000 MW of new imports.”?*® A follow up analysis examining sensitivities proposed
by stakeholders showed that “additions of imports and wind to the grid appear to be some of the
most beneficial actions the region could take to improve winter reliability.”2°

In a December 2018 memo, 1ISO-NE analyzed the ability of offshore wind to provide
energy security and economic benefits during a late December 2017 to early January 2018 cold
spell during which the region experienced “a temporary, but dramatic spike in the price of
natural gas in New England, which in turn triggered heavy use of oil for electricity production
and high wholesale electricity prices.”??° During this period, the 1SO found that a 1,600 MW
offshore wind farm would have performed at 71% of its nameplate capacity (which is higher
than offshore wind would likely be accredited in the capacity market??!), saved the region $80

million to $85 million in energy production costs, lowered average day-ahead LMPs by $11 to

216 |ISO-NE OFSA at 5, 48.

217 Krich Direct at 25.

218 Id.

219 d. at 26.

220 ISO-NE, High-Level Assessment of Potential Impacts of Offshore Wind Additions to the New England
Power System During the 2017-2018 Cold Spell, at 1 (Dec. 17, 2018) (“ISO-NE Offshore Wind
Analysis™), https://www.iso-ne.com/static

assets/documents/2018/12/2018 isone_offshore_wind_assessment_mass_cec_production_estimates 12
17 2018 public.pdf.

221 |ISO-NE assumed a capacity factor of 30.34% for offshore wind in its recent update of Offer Review
Trigger Prices for FCA 16. Joint Filing of ISO-NE and NEPOOL Regarding Offer Review Trigger Prices,
Attach. I-1e, Danielle S. Powers Concentric Energy Advisors, Inc. on Behalf of ISO-NE, at 27, Docket
No. ER21-1637 (Apr. 7, 2021).
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$13/MWh, and displaced the need for 20% of the gas used to produce electricity during the
period (as well as 4% of coal and 7% of oil use).???

Moreover, ISO-NE’s instant filing and its statements and other filings over the years
make painfully clear that most of its urgent reliability problems center around over-reliance on
the gas system.??® ISO-NE has recently indicated its intention to address the capacity value of
thermal resources as part of the upcoming accreditation reform discussions.??* This is critical
because gas-only resources present possibly the most significant error in ISO-NE’s current
accreditation scheme. The system has 9,000 MW of gas that is solely dependent on pipeline
deliveries of fuel, and as the 1SO has recently explained, it cannot rely on as much as 3,700 MW
of this gas-only capacity during winter events.??® ISO-NE confirms this vulnerability in the
present filing as well, noting that “gas-only resources are susceptible to unavailability of natural
gas during the coldest days.”??

Thus, it is deeply misguided for ISO-NE to assert that it must be vigilant in preventing

clean energy resources like offshore wind from causing the retirement of existing resources

222 1S0-NE Offshore Wind Analysis at 2—6.

223 Gee, e.¢., Chadalavada Direct at 24-25 (describing a January 2022 event in which an LNG terminal
that supplies the New England region lost power); 1ISO Newswire, Harsh Weather Conditions Could Pose
Challenges to New England’s Power System This Winter, ISO-NE (Dec. 6, 2021) (stating that “For the
past two decades, ISO New England has raised concerns about fuel supply issues and their impact on
electricity supply during periods of extreme cold weather. Constraints on the natural gas pipeline system
limit the availability of fuel for natural gas-fired power plants, as heating customers are served first
through firm service contracts,” and reporting that, during winter conditions “[n]atural-gas-fired
generating capacity at risk of not being able to get fuel when needed: more than 3,700 MW.”),
https://isonewswire.com/2021/12/06/harsh-weather-conditions-could-pose-challenges-to-new-englands-
power-system-this-winter/.

224 See ISO-NE, Updated 2022 Annual Work Plan, at 5 (Apr. 7, 2022), https://nepool.com/wp-
content/uploads/2022/03/NPC_2022.04.07_6_2022_awp_update for_04 07 22 pc.pdf.

225 |SO-NE, 1SO-NE’s 2021/2022 Winter Outlook (Dec. 2021), https://www.iso-ne.com/static-
assets/documents/2021/12/2021-22-winter-outlook.pdf; see also, NEPOOL, November 3, 2021 NEPOOL
Participants Committee Meeting, at 41 et seq., ISO-NE New England Winter Outlook 2021/2022,
https://nepool.com/wp-content/uploads/2021/10/NPC 20211103 _Composite4.pdf.

226 Chadalavada Direct at 23.
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because of uncertainty in their accreditation. The ISO has presented zero evidence that such a
change in the resource mix will reduce reliability, rather than improve it. ISO-NE paints its
skeptical approach to new entry as inherently conservative and protective of reliability, but there
is no evidence to support this belief. The proposed two-year delay in reforming the MOPR is
most likely to delay market entry for offshore wind and potentially imported hydropower, yet
these resources have some of the strongest winter reliability contribution of any resource
types.??” As illustrated in the NEWIS, OFSA, and other studies described above, the ISO-NE
system may very well be stronger as a result of swapping existing resources (either gas resources
without firm gas supplies or older steam units that have sluggish response times and are
frequently on outage) for these new resource types.

The events of March 29, 2022, confirm that the most pressing risks to reliability come not
from entry by state policy resources, but instead by the existing gas-only generation fleet. On
that day, cooler-than-expected morning temperatures led to 500 MW higher load than forecasted,
yet nearly 1,100 MW of gas capacity was declared non-dispatchable and ineligible to provide
real-time reserves due to a lack of scheduled gas.??® Shortly thereafter, 840 MWs of this capacity
was “directed offline by gas pipeline operators,” and an additional 985 MW of non-gas supply
related outages and reductions occurred, requiring ISO system operators to take “action to
commit additional fast-start generation and curtail export transactions in order to maintain

adequate system reserves.”??° While this is only one operational incident, it illustrates the

227 Krich Direct at 24 (“1SO-NE’s own studies show that these resources provide some of the best
reliability value to the system during the cold winter conditions in which the region appears to face its
greatest reliability concerns™).

228 |ISO-NE, NEPOOL Participants Committee Report, at slides 13, 15 (Apr. 2022)
https://nepool.com/wp-content/uploads/2022/03/NPC _2022.04.07_5a_COOQO_Report_Full.pdf.

229 Id.
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immediacy of the problems with gas capacity that ISO-NE overlooks in its haste to paint state
policy resources as the primary source of risk on the system.

3. Concerns About Delayed New Entry Do Not Support Delaying MOPR
Reform

Separate from its amorphous concerns about inefficient retirements, ISO-NE also justifies
its MOPR transition on the possible “adverse impacts to reliability from delays in the
development of replacement state-sponsored resources.”?° Not only does ISO-NE overstate the
risks of delays in commercial operation for offshore wind projects, but it also ignores the
implications of a fact it readily admits*'—that delays in development can occur for all new
resources, not just sponsored policy resources. I1SO-NE also fails to evaluate how market
mechanisms intended to prevent and address commercial operation delays would ameliorate any
risk here.

a. ISO-NE Overstates The Risk Of Delays In Commercial Operation
By Offshore Wind Facilities

ISO-NE's reliability concerns rely upon the improbable assumption that as much as 4,700
MW of offshore wind nameplate capacity would simultaneously fail to achieve commercial
operation in time to meet its capacity supply obligations corresponding to FCA 17. The ISO’s
sole basis for this assertion is that no wind turbine installation vessels are currently available to
support construction of the projects.?*? However, as explained in the Krich Direct, the I1SO is
incorrect that only Jones Act-qualified vessels can be used for wind turbine installation. As she
explains, “[t]here are construction methods that legally allow a foreign-flagged installation vessel

to be used for construction of an offshore wind project in the United States,” which “was the

230 Transmittal Letter at 38.
231 Chadalavada Testimony at 28.
232 Transmittal Letter at 29.
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method used for the two operating offshore wind projects in the United States.”?3® Furthermore,
“[s]hipbuilding of the turbine installation vessel for [the Revolution Wind] project has already
reached the halfway mark and is on schedule to be completed by December 2023.723
The FCA 17 commitment period begins in June 2026, which is a full two years after

Vineyard Wind’s latest construction schedule shows the project will be complete, and a year
after Revolution Wind is scheduled to be complete.?*® Even if some delays in these schedules
are possible, it is improbable that not a single new offshore wind project will be operational by
the middle of 2026.

b. Commercial-Operation Delays Do Not Affect Just State Policy

Resources, So Using MOPR As A Tool To Slow Entry By Offshore
Wind Is Discriminatory And Ineffective

To its credit, ISO-NE does not pretend that only state policy resources are subject to
commercial-operation delays. As Dr. Chadalavada states: “[w]e have seen an unmistakable trend
in New England toward opposition to the development of new energy infrastructure, whether
they are large renewable resources, combined-cycle resources, or transmission projects.”?* The
Commission has just recently addressed the application of ISO-NE’s market rules to the delays

in development of a new gas-fired plant in Killingly, Connecticut.?%

23 Krich Direct at 14 n.30.

23 1d. at 21:14-15.

25 1d. at 21:11-22:6.

2% Chadalavada Direct at 6:11-14.

237 See 1S0O, 178 FERC 161,130 (Feb. 23, 2022) (denying rehearing of order terminating the capacity
supply obligation for the NTE Killingly power plant after the developer failed to meet critical path
milestones).; see also John Castelluccio, Federal regulators OK delay for Footprint Power at Salem
Harbor, The Salem News (Dec. 9, 2014), https://perma.cc/H75S-GB6D (describing delays in
development of the Footprint Power, gas-fired plant, in Salem, Massachusetts); Robert Walton, ISO-NE
asks FERC to cancel capacity contract with Invenergy, putting plant at risk, Utility Dive (Sept. 24, 2018),
https://perma.cc/C63Q-QNEV (describing ISO-NE’s request to FERC to cancel the capacity supply
obligation of Invenergy’s planned Clear River Energy Center because of delays in development).
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Any forward capacity market presents a risk that resources which obtain supply
obligations—especially new ones—will not be operational at the beginning of the commitment
period. For this reason, ISO-NE’s capacity market rules contain numerous provisions to address
and minimize this risk, discussed further below in Section IV.A.3.c.

If these rules are inadequate to address the risks of delayed operation—which 1ISO-NE
has not shown—then a broader solution that addresses all new entry, not just that of state policy
resources, is needed to effectively tackle this problem.?® A narrow solution that addresses
concerns about only some new entry is unduly discriminatory, in contravention of Section 206 of
the Federal Power Act, which prohibits undue discrimination or preference in FERC
jurisdictional rates, terms or conditions. Whether discrimination or preference is undue turns on
whether the relevant classes of entities are similarly situated, meaning that any differences
among them are “[im]material to the inquiry at hand.”?3® Here, the 1SO has not articulated or
supported any differences between state policy resources and non-state-policy resources in terms
of the likelihood that such resources will experience commercial-operation delays, or the harms
that such delays might cause, that would justify different treatment. The fact that entry by state
policy resources can be easily delayed simply by postponing long-overdue reforms to the MOPR

is not a material difference in terms of the risk or harms of commercial-operation delay.

238 Using the MOPR as a patch to address commercial-operation delays is also discriminatory among state
policy resources, as it does not prevent resources like solar and battery energy storage from clearing the
FCA notwithstanding application of the MOPR. See Krich Direct at 35:1-4 (“[T]he FCA 17 ORTP values
for onshore wind, solar PV, and battery energy storage are $0.00, $0.00, and $0.789/kW-month,
respectively. Onshore wind and solar are guaranteed to be able to clear their offers in FCA 17 regardless
of the MOPR extension, as the clearing price cannot fall below their $0.00/kW-month ORTP. While
technically it is possible that the MOPR could limit battery energy storage projects from clearing in FCA
17, in practice this appears implausible given that the lowest price at which any FCA has cleared to date is
$2.001/kW-month, more than two and a half times the battery ORTP value. In short, these Sponsored
Policy Resources can be confident that their offers will not be mitigated in FCA 17.”).

29 NYISO, 162 FERC 1 61,124, at P 10 (Feb. 15, 2018) (citing Iberdrola Renewables, Inc. v. Bonneville
Power Admin., 137 FERC 1 61,185 at P 62 (2011), reh’g denied, 141 FERC 1 61,233 (2012)).
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Two other facts cut against the arguments the 1ISO offers to support its unduly
discriminatory proposal to slow offshore wind entry rather than addressing the broader set of
market rules that fail to discourage premature entry by all resource types. First, to the extent that
the ISO is concerned about development delays in new resources, it ignores the fact that a delay
or cancellation of a large, proposed gas resource with a capacity supply obligation is likely to be
significantly more impactful on and problematic for the market than would be caused by such a
delay in an offshore wind resource. In New England, a typical offshore wind project will be
qualified for 200-300 MW of summer capacity, compared to 600 MW or more for a new gas
plant. Thus, if one offshore wind project is delayed, it will leave behind a smaller reliability gap
than if one large gas generator is delayed or fails.

Second, 1ISO-NE acknowledges in its filing that state policy resources are actually more
likely to enter commercial service because of their state policy support and the revenues they
receive from outside the FCM.?*° While this does not eliminate the possibility of project delays,
procurement contracts for state policy resources may also have performance incentives or
penalties that incentivize timely completion. For example, a draft power purchase agreement for
a Massachusetts offshore wind procurement includes a provision for significant “delay damages”
to be paid to the utility buyer should the project not achieve commercial operation by the
guaranteed commercial operation date.?*! In contrast, a new gas resource that clears the FCM but
lacks other contractual obligations to come online may be less likely to reach commercial

operation, leaving both a larger and potentially longer-lasting hole in the market.

240 Chadalavada Direct at 47:7-17.
241 See Mass. Clean Energy, 83C Documents: Draft PPA (National Grid), at § 3.2, https://perma.cc/J2GC-
CD5L (last visited Apr. 20, 2022).
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C. ISO-NE Does Not Establish That Delayed Entry Of Offshore Wind
Would Result In Material Resource Adequacy Problems

Setting aside the discriminatory nature of ISO-NE’s plan to address delayed development
with a pricing rule, ISO-NE’s explanation of how delayed commercial operation of offshore
wind resources would cause resource adequacy problems relies on a strained assumption that
nevertheless, contrary to the ISO’s assertions, would yield a manageable and acceptable resource
adequacy situation. ISO-NE explains:

Should the MOPR’s immediate elimination prompt entry into the FCM for FCA 17

of the roughly 4,700 MW (or 1,269 MW in qualified capacity) of offshore wind

projects that have been awarded long-term contracts and are in various stages of

development, prompting retirement of a similar quantity (in qualified capacity) of
existing resources in the same timeframe, and should those new projects face delays

of even a single year beyond the date at which the existing resources will retire, the

existing forecasted capacity surplus from FCA 16 of 1,165 MW could result in a

capacity deficit, or negative planning margin, of roughly 104 MW.242

These 4,700 MW of offshore wind include 1,600 MW for which contracts have not yet
been approved by the Massachusetts Department of Public Utilities.?*® It is unlikely that these
1,600 MWs of offshore wind would seek to offer in FCA 17, which is to be held in less than 11
months and for a commitment period beginning in mid-2026.2** Thus, ISO-NE’s example
significantly overstates the potential influx of offshore wind that could occur in FCA 17—a far
more realistic estimate is 3,200 MW nameplate or 837 MW in qualified capacity, which is less
than the 1SO’s forecasted capacity surplus. It is worth remembering as well that this surplus

capacity is excess capacity above the ISO’s required planning margin, which includes a buffer

above the region’s projected demand and is the standard around which the market and grid are

242 Transmittal Letter at 38.

243 Krich Direct at 6:1-7-7:14-20, 20:1-15; Transmittal Letter at 20, Table: Pending DPU Review; see
also Mass. Clean Energy, 83C I, https://perma.cc/ZZ9Y-NW37 (most recent update for the 83C I1I
procurement indicates that contract negotiation is underway) (last visited Apr. 20, 2022).

24 Krich Direct at 20:9-19; see also id. at 33 (discussing ISO-NE's role in assessing whether a project is
likely to meet the milestones in the critical path schedule as part of the qualification process).
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planned. That is to say, none of the forecasted capacity excess of 1,165 MW is required to meet
the region’s resource adequacy requirement.

Even the unrealistic “worst-case scenario” offered by ISO-NE, in which all of the
contracted-for offshore wind were to clear in FCA 17, and then experience delays, shows only a
104 MW shortfall.>*> On a system that recently cleared nearly 33 GW of capacity,?*® this
shortfall would amount to less than a third of a percent of the overall amount of committed
capacity. This is well within the range of auction outcomes that the Commission has deemed
permissible—the installed reserve margin is a target, not a mandatory minimum.?*” Thus, it does
not by itself establish the kind of obvious and urgent reliability problem necessitating the
maintenance of an otherwise unjust and unreasonable rate.

d. ISO-NE Ignores Its Own Market Design Mechanisms To Avoid
And Address The Impacts Of Commercial-Operation Delays

ISO-NE's concerns about delays in commercial operation for state policy resources are
further unjustified because the 1ISO neglects to mention its own role in ensuring that projects will
be able to meet their capacity supply obligation before offering into an FCA. As explained in the
Krich testimony, new resources must demonstrate to ISO-NE that they will meet critical path
milestones prior to being permitted to offer into the auction. As Ms. Krich explains, "ISO-NE is
not a passive bystander that must simply watch and accept as proposed resources prematurely

take on Capacity Supply Obligations for which they are unlikely to be able to deliver.” She

24 Transmittal Letter at 38.

246 See ISO-NE, New England’s Forward Capacity Auction Closes with Adequate Power System
Resources for 2025 —2026, https://perma.cc/\WW3PU-8G5V (last visited Apr. 20, 2022).

247 See, e.9., 1SO, 147 FERC 1 61,173 (May 30, 2014) (“We disagree with parties that suggest that
meeting the 1-in-10 LOLE standard on average over time is unjust and unreasonable and that the demand
curve must be designed to meet the 1-in-10 LOLE standard in all years.”); see also, supra note 243
(describing the net installed capacity requirement and noting that “[t]he auction rules allow the region to
acquire more or less capacity.”).
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“recommend[s] that ISO-NE rely on these tariff provisions to mitigate its concerns regarding
project delays, rather than use the transition mechanism to preemptively exclude Sponsored
Policy Resources from participating in the FCM.”

ISO-NE also has mechanisms already built into its Tariff to address a potential shortfall
of capacity due to commercial-operation delays, most of which it fails to mention in its filing®*®
ISO-NE can terminate the capacity supply obligation of a resource if it fails to meet critical path
milestones.?*® Any resulting gaps can be addressed through the 1ISO’s Annual Reconfiguration
Auctions (“ARAs”).2% As ISO-NE’s website explains: “Reconfiguration auctions provide an
auction-based mechanism for resources to acquire, increase, or shed all or part of their capacity
supply obligations (CSOs) for the entire capacity commitment period (CCP).”?®! The ARAs
“allow the ISO to procure or release capacity on behalf of load by using sloped demand curves in
the auction.” 252 With the sloped demand curve, a shortfall of capacity would lead to higher
ARA clearing prices that would help attract either new resources with relatively short
construction timelines, or existing resources that had statically or dynamically de-listed in the
corresponding FCA. For example, many of the clean resources now entering the market have
very short construction timelines,?® or may be able to accelerate their development if the ARA

price is right. Likewise, demand side resources such as demand response and energy

efficiency—which already make up a meaningful portion of the FCA cleared capacity—are

248 |SO-NE’s filing addresses only its authority to delay the retirement of existing resources, noting that it
can only be used in the case of defined local transmission security issues. Transmittal Letter at 37 n.137.
249 See ISO-NE, 178 FERC 1 61,130 (denying rehearing of order terminating the capacity supply
obligation for the NTE Killingly power plant after the developer failed to meet critical path milestones).
20 ISO-NE, Reconfiguration Auctions, https://perma.cc/PH4C-23Q3 (last visited Apr. 20, 2022).

251 |d

252 |d

253 All 311 MW of new capacity that cleared in FCA 16 was small solar, batteries, or a combination of the
two. ISO-NE FCA 16 Results Notice at 1.
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relatively quick-to-develop and could obtain a commitment through an ARA to help fill any gap.
In FCA 16, 1,540 MW of capacity dynamically de-listed.>>* A high ARA price could encourage
some of these to re-enter the market and obtain a supply obligation to fill the gap.

As noted in ISO-NE’s example discussed above, the potential shortfall that occurs even
in a worst-case scenario with no MOPR transition is only about 100 MW. That could be easily
satisfied from the supply of quick-to-develop supply and demand-side resources, and de-listed
existing resources. 1SO-NE’s failure to discuss the potential for reconfiguration auctions to
address this situation provides an incomplete picture to the Commission. 1SO-NE also fails to
acknowledge that in previous years, the Installed Capacity Requirement has also shrunk as the
commitment period approached, due to load over-forecasting.?>® While it is uncertain whether a
similar dynamic would play out in any future year, this could further diminish (or possibly

eliminate) any gap caused by commercial-operation delays.

254 ISO-NE, Forward Capacity Auction (FCA) 16 Results, at 1 (May 2018), https://perma.cc/R4ZQ-246L.
25 Historically, the final Installed Capacity Requirement (“ICR”) and Net ICR for ISO-NE’s capacity
commitment periods have nearly always been lowered as the capacity commitment period approaches and
the region’s actual capacity need has come into focus—i.e., between the time that the original FCA is run
3 years in advance to the time when the final ARA is conducted just prior to the commitment period. This
has been true for 11 out of the 13 capacity commitment periods for which a final ARA has been
conducted thus far. The only exceptions have been for the capacity commitment periods associated with
FCA 3 (2012-2013) and FCA 7 (2016-2017), which saw small increases in ICR of 108 MW and 224
MW and in Net ICR of 45 MW and 184 MW in between the FCAs and final ARAs for those periods,
respectively. On average, over the 13 commitment periods for which an FCA and final ARA have been
conducted (including FCA 3 and FCA 7), ICR and Net ICR both dropped by about 800 MW between the
initial FCA and the final ARA, reflecting the tendency of ISO-NE’s load forecast to overestimate regional
capacity needs at the time of the original FCA. Most recently, in the third and final ARA for the
upcoming June 1, 2022, to May 31, 2023, commitment period, ICR and Net ICR both dropped by 1,495
MW compared to the original FCA 13 values. See ISO-NE, Summary of Historical Installed Capacity
Requirements and Related Values (Jan. 5, 2022), https://www.iso-ne.com/static-
assets/documents/2016/12/summary_of historical icr_values.xIsx.
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e. More Effective And Less Discriminatory Solutions Exist To Target
The Commercial-Operation Delay Problem

If there is a resource adequacy problem in the next five years (which ISO-NE has not
described with any level of precision), then the remedy lies not in the “square peg” tool of
delaying MOPR reform, but in changes to its qualification rules and other forward market design
features to address risks of delayed entry of new projects.?%

Most fundamentally, ISO-NE could shorten the forward period of its auction to ensure
that resources that obtain supply obligations are much closer to commercial operation. This
forward period made sense when ISO-NE also offered a five- or seven-year rate lock on the price
in the first auction in which a resource cleared. Under those circumstances—developers were
more likely to make decisions about whether to build based on whether they cleared the auction;
without the price lock, developers rely more on their own long-term forecasts of market
revenues, which do not depend on clearing in a specific auction prior to beginning construction.

More modest steps that would incent resources to enter the market only when ready are
also available and already under discussion in New England. For example, stakeholders have
been developing a proposal to modify the Non-Commercial Capacity Financial Assurance rules
in order to provide a stronger incentive for resources not to enter an FCA prematurely.?>’
Broader changes to the qualification rules to make them more strenuous would also help to

reduce the risk of projects obtaining a capacity supply obligation that will not ultimately be able

to deliver in time. 1SO-NE could also eliminate the three-year capacity time out rule, which

26 See, e.g., Brattle Aff. at 7-8.
27 See, e.9., RENEW Northeast, Concerns with the CPV Performance Based FA for Non-Commercial
Capacity proposal, at PDF p. 244 (Mar. 2, 2022), https://perma.cc/4BUG-96RA4.
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provides another incentive for resources to prematurely enter the FCA in order to avoid losing
their place in the interconnection queue.®

Notably, any or all of these measures would address potential commercial operation
delays that 1SO-NE acknowledges can affect all resource types,° rather than 1ISO-NE’s unduly
discriminatory MOPR Delay Proposal, which bluntly targets only state policy resources—in
particular offshore wind—and effectively assumes that these resources will be delayed rather

than creating market rules and assurances to reduce or eliminate potential delays.

4. ISO-NE’s Proposed “Solution” Doesn’t Address Its Purported Reliability
Concerns And May Be Counterproductive To Addressing Such Concerns

As explained above, because the problems that ISO-NE asserts require delay of MOPR
reforms implicate all types of new entry, the proposed transition mechanism would not fully
ameliorate the problems that ISO-NE contends exist. Likewise, because ISO-NE misapprehends
the most significant shortcomings of its capacity accreditation rules, its continued application of
the MOPR as a tool to block market entry of new state policy resources portends continuation of
ISO-NE’s dangerous overreliance on gas-only resources.

Even if one takes ISO-NE at its word regarding the reliability concerns, there are reasons
to believe that the proposed transition mechanism could, perversely, actually accelerate
retirements by resources that ISO-NE believes are needed for reliability. 1SO-NE has sought to
limit entry by state policy resources to only 700 MW through the RTR exemption and touts the

“certainty” that this would provide current market participants.?®® But this ignores the fact that

28 See, e.g., RENEW Northeast, Letter from Francis Pullaro, Executive Director, to NEPOOL
Participants Committee Members and Alternates, at 5-6 (PDF pp. 1279-1280) (Feb. 2, 2022),
https://perma.cc/889V-U9FE.

%9 Chadalavada Direct at 6:9-17.

260 See, e.g., id. at 12:6-12; Test. of Ryan McCarthy on Behalf of 1SO Regarding the Transition
Mechanism, at 9:17-10:1 (Mar. 31, 2022), Accession No. 20220331-5296.
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the substitution auction could permit considerably more entry over FCA 17 and FCA 18.2%!
While the ISO is correct that the substitution auction has largely failed to enable such entry to
date, 1ISO-NE proposes to eliminate CASPR’s substitution auction test price in FCA 17 and FCA
18 as part of the Delay Proposal. This test price was not in place during the first substitution
auction held as part of FCA 13—the only one where a transaction occurred in the substitution
auction. Because the test price creates an obstacle to existing resources to participate as demand
in the substitution auction, elimination of the test price may increase the number of existing
resources that are able to enter the substitution auction and thus increase the odds that existing
generators that have obtained a supply obligation in the primary FCA will then exit through the
substitution auction.?6? Under the 1SO’s Delay Proposal, any such transactions would be
subtracted from the amount of the RTR exemption available during FCA 18, but it is possible
that these transactions in FCA 17 could exceed the FCA 18 RTR exemption amount, and/or that
significant additional substitution auction transactions could occur during FCA 18.%63

Clean Energy and Consumer Advocates would view such transactions as positive from
the perspective of consumers as they could reduce or eliminate the inefficient overbuild problem
(though this would still come at the cost of state policy resources having to pay existing

resources to exit the market, so would not fully eliminate the MOPR’s consumer harms). Such

261 See Krich Direct at 35 (“No cap exists on the number of megawatts that may transact in the
Substitution Auction and any such transactions would carry with them precisely the same concerns the
ISO describes as the basis for the delay.”).

%62 1d, at 38.

263 1d. (noting that the proponents of eliminating the test price in order to “facilitate additional CASPR
participation” are three companies that collectively own 6.6 GW of qualified natural gas capacity, 1.3 GW
of which is dual fuel, built between 1993 and 2004); id. at 39:8-13 (“In FCA 16, just over 1 gigawatt of
existing generation elected to submit a Substitution Auction Demand Bid and just shy of 4 gigawatts of
new SPRs elected to submit Substitution Auction supply offers. Though none of these transactions
cleared in FCA 16, the interest appears to be there. If the test price is removed, the volumes that could
clear in the Substitution Auction during the delay period could eclipse the RTR exemption cap, leading to
the same outcome that 1ISO-NE stated a desire to avoid.”).
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transactions could also be positive from a reliability perspective if the resources exiting through
the substitution auction are currently over-accredited. However, these transactions would be
problematic according to 1ISO-NE’s theory of inefficient retirement. Yet, ISO-NE’s Delay
Proposal not only fails to prevent these retirements but actually incentivizes them, since it creates
a short window of time—~before CASPR would then expire at the end of FCA 18 and be replaced
by broader MOPR reforms in FCA 19—where existing generators can get a payment to exit.
Thus, marginally economic resources that might have otherwise decided to remain operational
(with a supply obligation or not), to see how their revenues might increase with the coming
market reforms might instead decide to take their opportunity for a quick payout now in the
substitution auction. If the resources that make this decision are the same resources that the ISO
claims are needed to ensure reliability, then the 1SO’s Delay Proposal would not help to achieve
reliability, but instead be counter-productive to it.

ISO-NE’s Delay Proposal is counter-productive in a second way—it creates a strong
incentive for some state policy resources to enter in FCA 17 even if they might have been
targeting FCA 18 and are uncertain of their ability to achieve commercial operation by the FCA
17 commitment period. As the 1SO acknowledges, the ORTPs for solar and batteries are so low
for FCA 17 as to no longer present a barrier to these resources in that auction. However, under
the ISO’s Delay Proposal, there is no certainty about what those ORTP values will be in FCA 18;
should any of the index values that the IMM uses to update the ORTPs in interim years rise over
the next year, these resources could once again be subject to limiting ORTPs in FCA 18.2%4 A

reasonable solar or battery developer looking to enter the market might choose to enter early in

264 Furthermore, because of ISO-NE's rule that resources lose a portion of their capacity interconnection
rights if they don’t clear an auction within three years, resources that may be blocked from clearing in
FCA 18 have a particularly strong incentive to try to clear in FCA 17.
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FCA 17 based on an aggressive project schedule to be assured of the lower ORTP value. Doing
so would then enable that resource to participate in FCA 18 as an existing resource that would
not be subject to the MOPR and a potentially higher ORTP value in that auction.?®® This is the
wrong incentive when one of the 1ISO’s core concerns is new resources entering the market
prematurely and then not being able to deliver on time. In contrast, prompt reform of the MOPR
would avoid creating this incentive for state policy resources to obtain a capacity supply
obligation relatively early in the development process; as with the limited-time offer of
compensation for exit, the MOPR delay proposal distorts the incentives of market participants in
ways that could worsen the dynamics that ISO-NE believes hinder reliability.

In conclusion, the MOPR has already lost its conceptual mooring by moving from a tool
to address buyer-side market power to a tool to mitigate lower offers due to out-of-market
revenues from state decarbonization policies that are not exercises of buyer-side market power.
ISO-NE now proposes to leave the MOPR in place on the basis that it slows new entry and
covers up for an allegedly inadequate accreditation scheme. But the MOPR is an inappropriate
and inadequate solution to this problem. Such a makeshift approach to reliability and market-
based ratemaking does not result in rates that are just and reasonable. Rather, it harms
consumers and competition, all because ISO-NE has procrastinated on broader reforms to its
market that would address the root of these problems.

B. Harms to Consumers

ISO-NE’s Delay Proposal is also unjust and unreasonable because it would perpetuate

harms to consumers by forcing consumers to continue to pay too much for unneeded capacity

265 If such a solar or battery resource found itself unavailable by the FCA 17 delivery year, it could seek to
trade out of its FCA 17 obligation in a reconfiguration auction while still being able to participate in FCA
18 as an existing resource.
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and by increasing the costs of states’ decarbonization policies. ISO-NE acknowledges that these
consumer impacts are one of the primary reasons that MOPR reforms are needed:
Exclusion of state-sponsored resources from the capacity market is detrimental to
consumers, as it forces them to effectively pay for capacity twice—once to meet
the resource adequacy objectives of the FCM and a second time to meet the clean
energy and decarbonization objectives of the states. Of course, the resources that

achieve the latter objective could also serve the former objective, but for the
existing buyer-side mitigation rules.?%®

Yet inexplicably and without supporting evidence (in fact, contrary to the evidence that the ISO
does provide) the 1SO claims that such harms to consumers have yet to materialize,?®” and that
protecting consumers requires that the ISO delay reforms to the existing rules that force
customers to “effectively pay for capacity twice.”?8

ISO-NE fails to provide any estimate of the cost to consumers of delaying MOPR
reforms. Given the 1SO’s acknowledgement that the MOPR at least has the potential to force
consumers to pay twice for capacity, the 1SO’s failure to provide such an estimate is inexcusable.
As Michael Goggin explains in his testimony, the cost of the ISO’s Delay Proposal is significant.
He calculates that delaying MOPR reforms could cost consumers between $197 million and
$1.35 billion across FCA 17 and FCA 18, depending on the level of state policy resources that
seek to enter over the next two auctions and the potential ORTP levels for these resources.?5°

ISO-NE argues that MOPR reform’s cost implications for consumers may be more complicated

and that delaying entry by state policy resources “limits the impacts to consumers . . .and

266 Transmittal Letter at 21-22.

%71d. at 5.

268 |d, at 22 (“Of primary importance, the Filing Parties are proposing a two-year transition to the
MOPR’s elimination, which is intended to help prevent adverse impacts to reliability that could result
with the MOPR’s immediate elimination, and prevent accompanying harms to investors and
consumers.”).

269 Goggin Aff. at 8-9.
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avoiding the potential for costly resource adequacy and reliability issues.”?’® As Clean Energy
and Consumer Advocates have explained above, the ISO has failed to substantiate these
reliability concerns and as a result its claim that the Delay Proposal will avoid costs to consumers
is unsupported and speculative. ISO-NE further argues that cost decreases as a result of MOPR
reform are “not the only possible outcome” and that some capacity zones could see price
increases if certain resources retire.?’* This argument too is speculative as the 1SO has provided
no analysis or evidence that entry of new state policy resources would lead to such outcomes or
that new state policy resources might not, instead, displace higher cost capacity in those same
zones. To the extent that certain zones are import constrained, the 1ISO’s existing rules also
already require the market to clear at a separate, higher price in those zones if the capacity within
them approaches or drops below the Local Sourcing Requirement.2’? The price separation
increases as the amount of local capacity falls, providing a strong incentive for capacity to
remain (or enter) in that zone. This provides a higher FCA price to resources within import
constrained zones, making retirements of existing resources less likely when they are needed to
support reliability in the zone.

ISO-NE also calls into question whether the existing MOPR has caused consumer harms
to date, ostensibly as justification for its proposal to delay the rule’s reform further.?”® Yet the
ISO’s own filing provides evidence that the MOPR has prevented substantial levels of state
policy resources from being able to participate in the market, which has almost certainly affected

FCA prices and consumers’ capacity payments, including by forcing consumers to pay for both

210 Transmittal Letter at 44.

211 1d. at 44 n.163.

22 Clean Tariff—Effective May 30, 2022, 88 111.12.2, 111.12.4 (Mar. 31, 2022), Accession No. 20220331-
5296.

213 Transmittal Letter at 5 (“while there is no evidence that this potential inefficiency has harmed
consumers to date, that result is clearly looming”).

73



the excess capacity that the FCA clears and the state policy resource capacity that the market
excludes. ISO-NE’s filing states that in the four years that CASPR has been in place, 900 MW of
state policy resources have attempted to enter the market through the substitution auction yet
only 54 MW have been able to do 0.2 The 1SO provides no estimate or analysis of the effect of
the remaining 846 MW of resources’ exclusion from the market on consumers, but it is certainly
not zero. By one estimate from the New England Power Generators Association, excluding the
Vineyard Wind offshore wind project alone from FCA 13 under the MOPR may have resulted in
a capacity clearing price that was $0.667/kW-month higher, which will cost consumers more
than $270 million in the upcoming June 1, 2022, to May 31, 2023, capacity year.?’® Even the 54
MW that was able to clear the substitution auction in FCA 13 indicates an additional cost to
consumers, as this capacity likely could have brought down the FCA clearing price had it been
permitted to bid into the auction without mitigation.

In sum, the MOPR’s ongoing harms and the Delay Proposal’s anticipated harms to
consumers are real. There is evidence that the MOPR has already forced consumers to pay at
least hundreds of millions of dollars more than they should have for capacity and that delaying
MOPR reforms under the 1ISO’s proposal would lead to further consumer harms of this
magnitude or greater in FCA 17 and FCA 18. While consumer impacts are not the only element
of the Commission’s just and reasonableness review, it is unacceptable for ISO-NE to have
ignored consumer impacts in its evaluation of the Delay Proposal. The 1SO’s attempt to deflect
from this glaring omission by claiming that consumers may actually benefit from delaying

MOPR reforms is wholly unsupported, speculative, and contrary to the evidence presented by

274 |d. at 27.
215 Answer of the New England Power Generators Association, Inc., at 4-5, Docket No. ER19-570-000
(Feb. 5, 2019), Accession No. 20190205-5160.
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both Clean Energy and Consumer Advocates and the I1SO itself. ISO-NE must be held to a higher
standard when it comes to evaluating consumer impacts, and the Commission cannot find that
the Delay Proposal is just and reasonable based on the faulty record and arguments that the ISO
provides.

C. The Delay Proposal Fails to Meet Commission Standards for Transition
Mechanisms

ISO-NE's proposed transition mechanism does not meet the standards that the
Commission has articulated when approving market reform proposals that include transition
mechanisms. In those cases, discussed further below, the applicant provided a reasoned analysis,
supported by modeling or other evidence, to justify the proposed transition mechanism, and the
purpose for such transition mechanism was to give notice to the market participants who would
be directly harmed by the reform and/or to avoid market volatility to the benefit of all market
participants. As also discussed below, where these criteria have not been met, the Commission
has rejected proposed transition mechanisms and found such proposals to be unjust and
unreasonable and/or unduly discriminatory.?’® In the case of the Delay Proposal, as discussed
above, ISO-NE has provided vague and unsubstantiated claims about reliability that lack
evidentiary support. ISO-NE has also failed to establish that its Delay Proposal would provide
market benefits and has failed to consider at all the substantial costs that delaying MOPR
reforms would impose on consumers. Consistent with prior practice, the Commission should
therefore reject ISO-NE’s proposed MOPR reform delay, which is unjust, unreasonable, and

unduly discriminatory.

216 PJM Interconnection, LLC, 175 FERC 1 61,084, at P 17 (Apr. 30, 2021); NYISO, 158 FERC 61,064,
at P 56.
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Prior cases illuminate the conditions under which transition mechanisms can be
appropriate pathways to broader market reforms. In PIM Interconnection, LLC,?’’ the
Commission found that a transition was appropriate because it was designed to protect
participants who would be harmed. At the Commission’s direction, PJM sought to define the
types of demand response resources that would be adversely impacted by PJM’s new natification
rules, which were changed to require curtailments after a 30-minute notification, rather than two
hours. Recognizing that some demand response resources that agreed to a capacity supply
obligation under the previous notification could not perform with only 30-minutes notice, PJIM
devised a transition mechanism that would exempt these resources for a specified time period.

Next, in 1ISO New England Inc.,%’® the Commission approved a transition mechanism that
would phase out, rather than abruptly terminate, the RTR exemption to the MOPR as part of
ISO-NE’s CASPR rule changes. ISO-NE demonstrated that a quantifiable amount of carryover
MWs under the existing RTR exemption remained and, therefore, proposed to continue to make
those exemption MWs available over the next three FCA cycles, from FCA 13 to FCA 15, or
until the remaining exemption MWs were exhausted, whichever occurred first. In approving the
RTR exemption transition mechanism, the Commission found that because “investors may have
made decisions based on the continuation of the RTR exemption, the transition period will
mitigate some of the negative impacts that could have resulted from abrupt termination.”2"

280 \which the Commission issued

Similarly, in another ISO New England Inc. decision,
after rejecting a previous 1ISO-NE filing that sought to implement pay-for-performance rules, the

Commission approved an ISO-NE proposed transition mechanism that phased in a capacity

217 PJM Interconnection, LLC, 149 FERC 1 61,264 (Dec. 19, 2014).
218 1S0O, 162 FERC 1 61,205.

29 1d. at P 100.

280 1SO, 147 FERC 1 61,172 (May 30, 2013).
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performance rate. In its proposal, ISO-NE sought to link capacity revenues to resource
performance during reserve deficiencies using a two-settlement process, comprised of a capacity
base payment and capacity performance payment, which would be negative or positive
depending upon whether the resource provided its share of capacity during scarcity conditions.
In accepting 1SO-NE’s proposal, the Commission determined that the transition mechanism
would benefit all market participants.

ISO-NE claims that the Commission’s decision in ISO New England Inc. & NEPOOL

Participants Committee,?8!

is analogous to the transition mechanism in the instant proceedings.
We disagree. In the NEPOOL case, pursuant to a Commission-initiated FPA Section 206
proceeding, 1ISO-NE sought to revise its FCA demand curves. As part of its proposal, ISO-NE
included a transition mechanism requiring the FCA to use a demand curve that was a hybrid of
the then-existing demand curves and the revised demand curves for at least three FCA cycles.
ISO-NE argued that the transition mechanism was necessary for developers who had already
begun developing projects based on expected values from the then-existing demand curves.
Based on 1ISO-NE’s models and assumptions evaluating the impact to the market, it determined
that abruptly switching to the new demand curve would cause significant shifts in the market
price from $0 to $121 million in FCA 11, from $0 to $83 million in FCA 12, and from $0 to $44
million in FCA 13,28

In contrast, here, ISO-NE’s transition mechanism to delay reform of the MOPR for state
policy resources is not supported by any analysis, modeling, or other evidence, and would be

detrimental to consumers and certain market participants, namely Sponsored Policy Resources.

According to the Krich Testimony, ISO-NE is solely relying on the “inefficient retirement”

281150, 155 FERC 1 61,319 (June 28, 2016).
282 1d. at P 60.

7



theory to demonstrate that continuing to exclude state policy resources, particularly offshore
wind, will make its capacity market more reliable. However, as Ms. Krich concludes, the
transition mechanism will cause, rather than cure, potential resource adequacy risks,?3* making
that aspect of ISO-NE’s filing unjust and unreasonable. Moreover, the Krich testimony also
demonstrates that ISO-NE’s proposal is discriminatory as it seeks to bar renewable resources
from eligibility to offer and clear in FCA 17 and FCA 18 and presumes deficiencies, such as
project delays, that other resource types are permitted to cure through 1SO-NE's qualification
process, among others. 24

Thus, ISO-NE’s delayed MOPR transition mechanism is more akin to previous transition
mechanisms that the Commission has rejected. In PIM Interconnection L.L.C.,%3 for example,
the Commission rejected PJIM’s proposal to assign minimum or floor capacity values to
resources whose capacity values are derived from an effective load carrying capability (“ELCC”)
model. The Commission held that PJIM’s proposal was unjust, unreasonable, and unduly
discriminatory in part because the transition mechanism would discount the capacity value for
newer ELCC resources despite the fact that existing ELCC resources are similarly situated.

In New York Independent System Operator, the Commission rejected NYISO’s proposal
to use a static percentage, rather than the results of a power flow analysis, to account for exports
using a Locality Exchange Factor. NYISO proposed the Locality Exchange factor to address an
issue that its Market Monitor identified: A generator that exports capacity from a locality is

treated by NYISQO’s capacity market auction as being out of service, which arbitrarily increases

capacity prices. Using a power flow analysis to determine the percentage of capacity from other

283 Krich Direct at 19-21, 32-33.
241d. at 22, 32.
285 pJM Interconnection, L.L.C., 175 FERC { 61,084.
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localities that it can use to replace the capacity exported from an import constrained locality,
NYISO calculated a Locality Exchange Factor for each capacity zone. However, for the G-J
locality, NY1SO proposed a one-year transition period, during which the Locality Exchange
Factor for exports from that locality to ISO-NE would be fixed at 80 percent. NYISO asserted
that the transition mechanism was a result of a shareholder motion and broad stakeholder
support, similar to the justification that ISO-NE uses here to argue in support of its Delay
Proposal. In rejecting NYISQO’s transition mechanism, the Commission reasoned that the static
80 percent figure was unsupported and inconsistent with the power flow results.?%®

Likewise, Clean Energy and Consumer Advocates respectfully request that the
Commission reject ISO-NE’s delayed MOPR transition mechanism as it is unsupported by
substantial evidence, inconsistent with Commission precedent, and unjust, unreasonable, and
unduly discriminatory. Unlike in prior cases in which the Commission has approved a transition
mechanism, ISO-NE’s Delay Proposal is not supported by convincing evidence or equitable
considerations. Given that the ISO threw its support behind the Delay Proposal only at the very
end of the region’s stakeholder process, after having spent eight months focused instead on
developing its Markets Committee Proposal, which would implement MOPR reforms without
delay, it is perhaps unsurprising that ISO-NE’s Delay Proposal lacks supporting evidence or a
convincing rationale. But the ISO has failed to meet its responsibility under Section 205 to

demonstrate that the Delay Proposal is just and reasonable and the Commission should therefore

reject it.

28 NY1SO, 158 FERC 1 61,064, at P 55.
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V. REQUESTED RELIEF

A. In Order to Address Extant and Increasing Harms from Currently Unjust
and Unreasonable Tariff Rates, FERC Must Direct ISO-NE to Implement
MOPR Reforms by FCA 17

ISO-NE’s existing Tariff provisions implementing the MOPR in New England’s forward
capacity market are fundamentally unjust and unreasonable. As discussed in Section Il1, supra,
and in Dr. Kathleen Spees and Dr. Samuel A. Newell’s and Michael Goggin’s testimonies, 1SO-
NE’s MOPR has already caused significant harm to both investors and consumers. Absent
reform, as discussed in Section 1V.B, supra, and in Michael Goggin’s testimony, the MOPR will
lead to still greater harms in the years ahead as states continue to implement their
decarbonization laws and as the MOPR continues to result in a capacity market that ignores the
reliability contributions of clean energy resources that are being brought online in accordance
with these laws. The result is a market that undermines efficiency and forces consumers to pay
too much for excess capacity. New England states have been raising these concerns for a decade,
speaking out on behalf of their consumers and raising alarm at the growing disconnect between
ISO-NE’s capacity market and state laws, which is “impeding those states’ legal requirements to

decarbonize.”?8” After multiple failed attempts to minimize the MOPR’s harms, ISO-NE now

287 NESCOE, New England States’ Vision for a Clean, Affordable, and Reliable 21st Century Reg’l Elec.
Grid, at 2 (Oct. 2020), https://yq5v214uei4489eww27gbgsu-wpengine.netdna-ssl.com/wp-
content/uploads/2020/10/NESCOE_Vision_Statement _Oct2020.pdf; see also Compl. and Mot. to
Consolidate Proceedings of NESCOE, Docket Nos. EL13-34-000 and ER12-953-001 (not consolidated),
(Dec. 28, 2012), https://nescoe.com/resource-center/fcm-re-exempt-dec2012/.
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concurs.?8 The 1SO, New England states, and majorities of the region’s stakeholders agree that
the current MOPR is unsustainable and must change.?8°

Unfortunately, however, while ISO-NE acknowledges the need for MOPR reforms, it is
unjustly and unreasonably proposing to delay these reforms for another three years—until 2025.
As explained in Section 1V, supra, and in Abigail Krich’s testimony, the ISO has failed to
substantiate and support its Delay Proposal, which would needlessly perpetuate the MOPR’s
harms. As Michael Goggin testifies, by keeping the MOPR in place and continuing to ignore the
resource adequacy contributions of state policy resources, ISO-NE’s Delay Proposal could
saddle New England consumers with $197 million to $1.35 billion in excess capacity costs over
the next two capacity auctions.?%
Clean Energy and Consumer Advocates urge the Commission to reject ISO-NE’s unjust,

unreasonable, and unduly discriminatory proposal to delay MOPR reforms, and to exercise its

Section 206 authority to direct the 1ISO to move forward instead with necessary, just and

288 See, e.g., Transmittal Letter at 31-32 (“Under the current buyer-side mitigation construct, it is
possible, indeed likely, that a majority of the capacity in the current interconnection queue will be
excluded from entry into the market. . . . Simply put, this situation is no longer sustainable. If the current
buyer-side mitigation construct remains in place, the evidence is clear that consumers will be forced to
pay for a substantial quantity of capacity twice—once ‘in market’ to achieve the region’s resource
adequacy objectives, and a second time ‘out of market’ for additional resources developed to meet state
decarbonization policies. Given that the latter set of resources are capable of serving both objectives, it is
the definition of market inefficiency to sustain a market construct that administratively precludes them
from doing so.”).

289 See id. at 28 (“With the Continued Expansion of State Decarbonization Policies, the ISO’s Long-
Standing Buyer-Side Mitigation Rules Are No Longer Sustainable”); NESCOE, New England States’
Vision for a Clean, Affordable, and Reliable 21% Century Reg’l Elec. Grid, at 1-2 (Oct. 2020) (“Absent
fundamental changes . . . the result of the existing market structure will be that some states’ ratepayers
will continue to overpay for electricity, constrained by a wholesale market not aligned with a rapidly
transitioning resource mix and consumer investments in clean energy and decarbonization. That is not a
sustainable outcome.”), https://yg5v214uei4489eww?27gbgsu-wpengine.netdna-ssl.com/wp-
content/uploads/2020/10/NESCOE_Vision_Statement Oct2020.pdf; Transmittal Letter at 75 (discussing
NEPOOL stakeholder votes in support of MOPR reforms at the Markets Committee and Participants
Committee).

29 Goggin Affidavit at 8-10.
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reasonable MOPR reforms expeditiously, in time for FCA 17 in 2023. The ISO has
acknowledged that “MOPR elimination for FCA 17 is feasible.”?%* As explained in Section I1.A,
supra, ISO-NE has already developed a Tariff proposal—the Markets Committee Proposal—to
accomplish such changes, and this proposal was overwhelmingly endorsed by NEPOOL
stakeholders at the Markets Committee on January 11, 2022. Clean Energy and Consumer
Advocates urge the Commission use its Section 206 authority sua sponte to direct ISO-NE to
implement the Markets Committee Proposal, which has already been developed and vetted
through eight months of stakeholder process in the region, as the replacement rate for the current
MOPR instead of the ISO’s Delay Proposal.

Under the standard articulated by the D.C. Circuit in Western Resources, %2 the
Commission is empowered to direct ISO-NE to adopt such a replacement rate provided that three
conditions are met: (1) the Commission determines that ISO-NE’s proposed rate (the Delay
Proposal) is unjust and unreasonable;?® (2) the Commission determines that the 1SO’s existing

rate (the MOPR) is unjust and unreasonable;?%*

and (3) the Commission establishes that its
replacement rate (the Markets Committee Proposal) is just, reasonable, and supported by

substantial evidence and reasoned rulemaking.?®® As we explain further below, each of these

291 |SO-NE, Memo to NEPOOL Participants Comm. re: I1SO Support and Preference of Transition to
MOPR Elimination, at PDF p. 200 (Jan. 26, 2022), https://www.iso-ne.com/static-
assets/documents/2022/02/npc-2022-02-03-composite4.pdf.

22 \W. Res., Inc., 9 F.3d at 1579-80.

293 d, at 1579.

2% 1d. See also Emera Maine, 854 F.3d at 25 (“Section 206 therefore imposes a ‘dual burden’ on FERC.
FirstEnergy, 758 F.3d at 353. Without a showing that the existing rate is unlawful, FERC has no
authority to impose a new rate. See Fla. Gas Transmission Co. v. FERC, 604 F.3d 636, 640-41 (D.C. Cir.
2010) (examining similar requirement under the NGA); Sea Robin Pipeline Co. v. FERC, 795 F.2d 182,
187 (D.C. Cir. 1986) (same)”).

2% W, Res., Inc., 9 F.3d at 1579 (“See Tennessee Gas Pipeline Co. v. FERC, 860 F.2d 446, 456
(D.C.Cir.1988) (FERC must first determine “that the presumptively just and reasonable existing rate is no
longer just and reasonable”) (emphasis in original); Sea Robin Pipeline Co. v. FERC, 795 F.2d at 184
(FERC must find “that the existing rate is unjust or unreasonable and the proposed new rate is both just
and reasonable”); ANR Pipeline Co. v. FERC, 771 F.2d 507, 514 (D.C.Cir.1985) (same)”).
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criteria can be met. As discussed in Section I, supra, the Commission does not need to exercise
its Section 206 authority in a separate proceeding since, as part of the current Section 205
proceeding created with the 1SO’s filing of its Delay Proposal, the Commission may discover
facts that make changes pursuant to its Section 206 authority necessary. 2%

1. ISO-NE’s Proposal to Delay MOPR Reforms Until FCA 19 Is Unjust and
Unreasonable

As explained in Section 1V, supra, ISO-NE’s proposal to delay MOPR reforms until FCA
19 is unjust and unreasonable. Clean Energy and Consumer Advocates agree with ISO-NE that
the existing MOPR is unsustainable and that reforms are needed.?®” However, we strongly
oppose the Delay Proposal that ISO-NE has filed as its replacement, which would maintain the
region’s existing, unjust, unreasonable, and unduly discriminatory MOPR for a further three
years, until FCA 19 in 2025. Because the ISO’s FCM secures resources more than three years in
advance, delaying MOPR reforms until FCA 19 would unjustly and unreasonably perpetuate the
MOPR’s ongoing and growing harms until nearly the end of the decade: under the Delay
Proposal, ISO-NE’s capacity market would continue to ignore the reliability contributions of
state policy resources such as offshore wind until the 2028-2029 capacity year.

ISO-NE has failed to meet its burden under Section 205 to show that its Delay Proposal is
just and reasonable. As explained in Section 1V, supra, and in Abigail Krich’s testimony, ISO-
NE claims that its delay is justified because of reliability concerns, yet the 1SO has failed to
produce any actual or specific analysis of the purported reliability harms that could be caused by
implementing MOPR reforms “too soon.” As Ms. Krich explains, the ISO’s reliability claims are

both poorly substantiated and implausible. Moreover, ISO-NE’s proposed “solution” of delaying

2% Advanced Energy Mgmt. All., 860 F.3d at 664.
297 Transmittal Letter at 31.
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MOPR reforms may even be counterproductive to its reliability concerns because the ISO’s
proposed changes to CASPR could actually hasten retirements by incumbent fossil fuel resources
that the 1SO seeks to maintain in its market for reliability.?%

To the extent that ISO-NE’s filing identifies potential reliability problems in its
markets—which might separately render the existing Tariff unjust and unreasonable—related to
capacity accreditation and the timely completion of new capacity resources, it has failed to
substantiate any of the following: (1) that such problems are caused by or would be exacerbated
by implementing MOPR reforms sooner than FCA 19; (2) that such problems are unique to the
state policy resources that would be able to participate in the FCM as a result of MOPR reforms;
or (3) that the 1ISO’s Delay Proposal would address or reduce these reliability problems.

As explained in Section 1V, supra, and in Abigail Krich’s testimony, the ISO’s concerns
about the failure of its capacity accreditation rules to properly value the resource adequacy
contributions of individual resources are neither unique to clean energy nor, principally, a clean
energy issue.?® A pending complaint before the Commission, for example, alleges that the 1SO’s
accreditation rules are unduly preferential and discriminatory because the rules improperly treat
gas-only resources as nonintermittent, despite well-documented wintertime fuel constraints and
outages at these units.>® As a result, the 1ISO’s existing rules over-accredit and overpay gas-only
resources during the winter for reliability contributions that they are unable to provide. 3%

In the context of its Delay Proposal, the ISO raises alarms that unmitigated state policy

resources could replace resources in the FCM that may have higher, but currently unrecognized

2% Krich Direct at 37-40.

29 |d. at 23-29.

300 Compl. and Req. for Expedited Consideration, at 1-5, Docket No. EL22-42-000 (Mar. 15, 2022),
Accession No. 20220315-5286; see also Comments of Public Interest Organizations, at 1-2, 19, Docket
No. EL22-42-000 (Apr. 14, 2022), Accession No. 20220414-5132.

301 Id.
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(by the ISO’s markets) reliability value. But as explained in Section IV.A.2, supra, and by Ms.
Krich, the ISO has not substantiated this concern and fails to show that this would be the case. In
fact, if offshore wind resources, which the ISO’s own analysis show provide greater capacity
value during the winter, precisely when New England’s grid is most constrained, were to replace
over-accredited existing gas-only resources, with their well-documented performance failures
during the winter, as a result of MOPR reforms, it is entirely possible that regional reliability
would increase as a result of implementing such MOPR reforms immediately.

The ISO further argues that its Delay Proposal is justified because new state policy
resources may experience construction delays that could interfere with their timely entry and
availability in the market. Yet as explained in Section I11.C, supra, and in Ms. Krich’s testimony,
the ISO’s argument is both overly narrow and paints with too broad a brush. The argument is too
narrow because the 1SO proposes to penalize and slow the entry of renewable energy resources
only, even though the ISO itself acknowledges that all large energy infrastructure projects face
potential risks of delay.3%? In fact, in recent years, the region has experienced several delays and
cancelations of proposed new fossil capacity that had cleared in the FCM yet failed to be
completed on time or at all.>® Unlike for renewable energy, however, ISO-NE proposes no
limits on the entry of new fossil resources in the FCM over the next two years.

The ISO’s argument is also too broad because to support its reliability claims, ISO-NE
must argue that all of the proposed offshore wind projects in New England will enter the market
too soon and be delayed. As Ms. Krich explains, the likelihood of this occurring is remote,
particularly since some of these projects are expected to come online well before FCA 17°s

2026-2027 capacity year, which already provides a development buffer, since these resources

302 Transmittal Letter at 38.
%03 See supra Section 1V.A.3.b.
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have thus far been kept out of the market by the MOPR.3* ISO-NE also fails to acknowledge the
Tariff’s existing mechanisms to address project failures and delays. Such mechanisms include a
rigorous qualification process for new capacity resources and the fact that capacity auctions are
conducted more than three years in advance of the delivery year, with Annual Reconfiguration
Auctions (“ARAS”) in subsequent years that enable new resources to come in or existing
resources to bid in excess capacity to address potential shortfalls.3%®

ISO-NE attempts to soften its unjust and unreasonable Delay Proposal by proposing to
allow a limited quantity of state policy resources to enter the market over the next two years—up
to 300 MW in FCA 17 and 400 MW in FCA 18—under a resurrected RTR exemption. But this
proposal would still unjustly and unreasonably exclude hundreds to thousands of MWs of new
state policy resources from the FCM in those years. As Michael Goggin’s testimony explains,
excluding these resources from the market could cost consumers between $197 million and $1.35
billion in excess capacity payments in those years. %

In sum, the 1ISO’s Delay Proposal is poorly justified and poorly conceived. It is unclear
that the proposed delay would provide any actual reliability benefits, even as it would provide
clear consumer costs. ISO-NE incorrectly blames renewable resources and potential MOPR
reforms for reliability problems that are created and occur under the 1SO’s existing Tariff with
the MOPR in place, and then proposes “solutions” that unfairly target and attempt to slow new
renewable energy entry only, even as new and existing gas resources appear to raise the same or

even greater reliability concerns. Accordingly, the Commission should reject the 1SO’s Delay

Proposal, which is both unjust and unreasonable and unduly discriminatory and preferential.

304 Krich Direct at 20-22.
305 1d. at 22.
306 Goggin Affidavit at 8-10.
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2. ISO-NE’s Existing MOPR Is Unjust and Unreasonable

As discussed in Section 111, supra—and undisputed by the ISO—the region’s current
MOPR is also unjust and unreasonable. Clean Energy and Consumer Advocates agree with ISO-
NE that the region’s existing MOPR is unsustainable and that previous attempts to reform the
region’s buyer-side mitigation rules to address their failures have been unsuccessful.®%’ In
particular, the ISO’s adoption of CASPR, and concurrent phase out and elimination of the
region’s prior RTR exemption to the MOPR, has unfortunately been a step backward for the
region and exacerbated the MOPR’s unjust and unreasonable outcomes. The original RTR
exemption facilitated entry of up to 200 MW of new state-sponsored renewables per year and,
had it remained in place, may have enabled up to 800 MW of additional new renewable energy
resources to enter the FCM over the past four years (FCA 13 to FCA 16). Unfortunately, CASPR
did away with the RTR exception and in its place has enabled entry of only 54 MW of state
policy resources over the last four years.3%® As quoted by the ISO, the IMM has concluded that
“it is clear that CASPR does not provide a certain and steady rate of sponsored resource entry in
the same way as the Renewable Technology Resource exemption did previously.”3%

ISO-NE further acknowledges that under the current MOPR rules, “the evidence is clear
that consumers will be forced to pay for a substantial quantity of capacity twice—once “in
market’ to achieve the region’s resource adequacy objectives, and a second time “out of market’

for additional resources developed to meet state decarbonization policies,” even though state

307 Transmittal Letter at 5.

398 The original RTR provided exemption space for 200 MW of new renewable resources annually. If
fewer than 200 MW of renewable resources used the exemption in a given year, the remaining MWSs from
that year’s exemption were also carried forward and made available for up to two years. Under CASPR,
these carried forward RTR exemption MWs from pre-FCA 13 auctions continued to be made available
until they were exhausted, but no additional annual exemption MWSs were provided after FCA 12,
resulting in eventual exhaustion and phase out of the RTR exemption in FCA 15.

309 Transmittal Letter at 28 (quoting IMM Spring 2021 QMR at 15).
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policy resources “are capable of serving both objectives.”3!° Clean Energy and Consumer
Advocates agree with ISO-NE that “it is the definition of market inefficiency to sustain a market
construct that administratively precludes [state policy resources] from doing so.”3!* As Mr.
Goggin testifies, failing to reform the MOPR would cost consumers between $830 million and
$4.1 billion over the next five capacity auctions, from FCA 17 (2026-2027) to FCA 21 (2030-
2031).%12

As ISO-NE, New England states, Clean Energy and Consumer Advocates, and numerous
other stakeholders agree, ISO-NE’s current MOPR must be reformed to avoid these unjust and
unreasonable impacts. As explained in Section I11, supra, and in Dr. Kathleen Spees and Dr.
Samuel A. Newell’s and Michael Goggin’s testimonies, the MOPR’s unjust and unreasonable
impacts have occurred—and absent reform will continue to occur—because the rule is based on
flawed economic logic that violates the basic principles of supply and demand, resulting in
inflated capacity prices and uneconomic costs being borne by consumers and by society as a
whole. By attempting to counteract state policy choices, the MOPR leads to less efficient
outcomes, including the failure of the market to account for environmental externalities that state
policies were designed to address.

While Clean Energy and Consumer Advocates agree with ISO-NE’s conclusion that the
MOPR must be reformed and largely agree with its observations on the MOPR’s failures, we
disagree with ISO-NE’s unsupported assertion that “there is no evidence that this potential
inefficiency has harmed consumers to date.”*® As we explain in Section IV.B, supra, ISO-NE’s

MOPR has already prevented clean energy resources from entering the market in previous

310 |d. at 31-32.

811 |d. at 32.

312 Goggin Affidavit at 10-12.
313 Transmittal Letter at 5.
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capacity auction years, resulting in higher FCA prices and consumer costs than had these clean
energy resources been allowed by market rules to displace other higher cost resources and avoid
the MOPR’s double payment problem. By the ISO’s own calculations, in the four years that
CASPR has been in place, 900 MW of state policy resources have attempted to enter the market
via CASPR’s Substitution Auction, yet only 54 MW of these resources have actually been able
to do s0.%1 It does not takes a great leap of imagination to believe that, without the MOPR in
place over the last four years, many if not all the remaining 846 MW of state policy resources
would have been able to enter the market, displaced other new or existing resources procured by
the FCM instead, and reduced consumer costs. As a specific example, excluding the Vineyard
Wind offshore wind project under the MOPR in FCA 13 is expected to cost consumers more
than $270 million.3°

For all of these reasons, ISO-NE’s existing MOPR is unjust and unreasonable and must
be reformed. Given this reality, merely rejecting the 1ISO’s Delay Proposal under Section 205
would be insufficient, as this would still leave in place the region’s existing MOPR which would
continue to cause unacceptable harms to the market and to consumers. Accordingly, as discussed
below, Clean Energy and Consumer Advocates urge the Commission not just to reject the 1ISO’s
Delay Proposal, but also to act under its Section 206 authority to ensure that ISO-NE adopts
instead meaningful MOPR reforms that are just and reasonable by FCA 17.

3. FERC Should Require 1SO-NE to Implement MOPR Reforms by FCA 17,
as Endorsed by the NEPOOL Markets Committee

Clean Energy and Consumer Advocates strongly oppose ISO-NE’s Delay Proposal and,

for the numerous reasons discussed above, believe that the ISO’s proposal is unjust and

814 |d. at 27.
315 Answer of the New England Power Generators Association, Inc., at 2-3, Docket No. ER19-570-000
(Feb. 5, 2019), Accession No. 20190205-5160.
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unreasonable, in violation of Section 205 of the Federal Power Act. ISO-NE’s existing MOPR,
however, is even more unjust and unreasonable, and thus simply rejecting the 1SO’s proposal but
leaving in place the existing MOPR is untenable. For example, whereas the Delay Proposal
would enable a limited quantity of up to 700 MW of state-sponsored renewable energy to enter
the market under the RTR Exemption over the next two auction years and implement broader
MOPR reforms beginning in FCA 19, the status quo MOPR may not enable any new state policy
resources to enter the market in FCA 17 and FCA 18 and, absent Tariff revisions, has no
expiration date.

Thus, if the Commission rejects the Delay Proposal, it is essential that the Commission
also ensure, using its Section 206 authority, that ISO-NE adopts and implements a replacement
MOPR reform rate that addresses the region’s unjust and unreasonable status quo. To avoid the
perverse outcome of rejecting the ISO’s proposal but arriving at an even worse outcome for
consumers, the market, and the region, it is further essential that ISO-NE’s replacement rate be
implemented in time for FCA 17. Rejecting the Delay Proposal but then waiting until FCA 18 to
adopt replacement reforms would mean that the region suffers from another year of the current
MOPR in FCA 17 and misses out on even the modest 300 MW of state-sponsored renewable
energy that the Delay Proposal would potentially enable under the RTR Exemption in that year.
Accordingly, we urge the Commission to not simply reject the ISO’s Delay Proposal filing but to
issue a Section 206 order sua sponte that requires ISO-NE to adopt and implement the Markets
Committee Proposal as its replacement rate for the 1SO’s current, unjust and unreasonable
MOPR in time for FCA 17, and that provides for the necessary compliance deadlines to ensure

that this implementation is achieved.
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Unlike the Delay Proposal, the Markets Committee Proposal was extensively reviewed
during ISO-NE’s stakeholder process at NEPOOL and would be a just and reasonable path
forward for the region. We have included the specific Tariff language needed to implement the
Markets Committee Proposal, as developed by ISO-NE with input from stakeholders and
presented at the January 11, 2022, NEPOOL Markets Committee meeting, as Exhibit D. As
discussed in Section I1.A, infra, the Markets Committee Proposal was put forward by the ISO
during the NEPOOL stakeholder process and was refined over eight months of stakeholder
discussions and development in the NEPOOL Markets Committee between June 2021 and
January 2022. This proposal, namely the Tariff language proposed by ISO-NE and included in
Exhibit D, was overwhelmingly endorsed by 74.04% of NEPOOL stakeholders, at the NEPOOL
Markets Committee on January 11, 2022.316

Consistent with the commitment that ISO-NE made to the Commission prior to the
Commission’s May 25, 2021, technical conference on Modernizing Electricity Market Design,
the Markets Committee Proposal requires implementation of a just and reasonable package of
MOPR reforms by FCA 17.3Y7 As discussed in Section I1.A, infra, the Markets Committee
Proposal consists of three parts: (1) removal of the Tariff’s existing MOPR and MOPR-related
elements; (2) incorporation of a revised buyer-side market power review process, which would

enable Sponsored Policy Resources’ participation in the FCM; and (3) adjustment of the CONE

316 Transmittal Letter at 75.

317 pre-Conference Statement of ISO New England, at 3, Docket No. AD21-10-000 (May 21, 2021) (“ISO
will . . . begin outreach to the New England states and NEPOOL stakeholders, with the goal of
developing a solution that is implementable, along with the elimination of the MOPR, in time for the
seventeenth Forward Capacity Auction, for which qualification processes begin in March 2022.”),
Accession No. 20210526-4007; see also, ISO-NE, Memo to NECPUC, NESCOE, and NEPOOL on
Elimination of MOPR and Maintaining Competitive Pricing (May 17, 2021) (“The ISO has stated that it
will work with the New England states and NEPOOL stakeholders to make a filing with the FERC to
eliminate the MOPR in time for Forward Capacity Auction (FCA) 17.”), https://www.iso-ne.com/static-
assets/documents/2021/05/a0_memo_on_elimination_of mopr.pdf.
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and Net CONE values used in setting the FCA 17 demand curve and other auction parameters
and an update to the FCM’s Performance Payment Rate based on these updated values.

As discussed below, the Markets Committee Proposal is a just and reasonable framework
that would address the region’s existing problematic MOPR. Consistent with Western
Resources,®® Clean Energy and Consumer Advocates urge the Commission to exercise its
Section 206 authority sua sponte to direct ISO-NE to adopt the Markets Committee Proposal as
its replacement rate for ISO-NE’s unjust and reasonable Delay Proposal and to require that ISO-
NE implement the Markets Committee Proposal’s MOPR reforms in time for FCA 17.

a. The MOPR Reforms Endorsed by the NEPOOL Markets
Committee Are Just and Reasonable

Unlike the Delay Proposal, the Markets Committee Proposal is a just and reasonable
solution to the existing MOPR’s harms. The principal difference between the two proposals is
that the Markets Committee Proposal would remove and replace the region’s existing MOPR
starting in FCA 17—next year—whereas the Delay Proposal would keep the existing unjust and
unreasonable MOPR in place for three more years, delaying removal and replacement of the
MOPR until FCA 19. In other words, while the Markets Committee Proposal would promptly
address and eliminate the MOPR’s harms in 2023, the Delay Proposal would perpetuate these
harms until 2025.

Because the Markets Committee Proposal’s MOPR reforms in FCA 17 are largely the
same as the reforms proposed in the Delay Proposal for FCA 19, the rationale for adopting and
approving the Markets Committee Proposal is largely the same as the arguments put forward by
the ISO in support of the reforms that it proposes to eventually implement. As in the Delay

Proposal, the Markets Committee Proposal would remove the existing MOPR and MOPR-related

318 W. Res., Inc., 9 F.3d at 1579-80.

92



elements from the Tariff and replace them with a new just and reasonable buyer-side mitigation
construct. The removal of the existing MOPR provisions and proposed replacement buyer-side
mitigation construct is the same under both proposals, except for the proposed implementation
dates of FCA 19 under the Delay Proposal and FCA 17 under the Markets Committee Proposal.

Under the Markets Committee Proposal, the ISO would continue to have authority to
evaluate FCA bids to identify potential exercise of buyer-side market power and to mitigate bids
if needed to address such buyer-side market power. Clean energy resources developed under
states’ decarbonization laws, however, would be exempt from this review because development
of these resources is not an exercise of buyer-side market power. These resources are being
developed for legitimate state policy goals, including decarbonization, not for the purpose of
lowering FCA prices.

As ISO-NE recognizes, New England states’ adopted clean energy policies and mandates
“are, expressly by their terms, intended for the purpose of achieving state decarbonization
mandates.”3!° Because states’ decarbonization laws are not “expressly intended to reduce prices
in the Forward Capacity Market,”3% subjecting resources built in accordance with these laws to
buyer-side market power mitigation is not only economically suspect but also ineffective. States’
procurements of clean energy have increased in recent years in spite of the MOPR, and New
England states are likely to continue adopting even more ambitious decarbonization goals,
321

requiring further clean energy resource builds in the years ahead, to address climate change.

While excluding state policy resources from the FCM under the MOPR will not prevent New

319 Transmittal Letter at 34.
320 |d
321 1d. at 33.
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England states from exercising their FPA-recognized authority over the generation mix, doing so
has led—and would continue to lead—to consumer and other market harms.

The ISO’s filing notes that excluding state policy resources from the market under the
MOPR and ignoring their capacity contributions leads to “inefficient overbuild”: “As these [state
policy] resources will ultimately be built regardless to achieve the region’s decarbonization
goals, the inefficient overbuild problem will grow and ultimately threatens to overwhelm the
capacity market.”*?2 Excluding these resources that “nonetheless contribute[] to the resource
adequacy objectives of the region”3? from the FCM causes “attendant harm to consumers, as
well as to the market,”3?* including “forc[ing] consumers to pay the cost for unneeded capacity”
from other sources and a market that “fail[s] to send accurate price signals about the need for
new capacity and the need to maintain existing capacity.”3?® Accordingly, exempting state policy
resources—which are not an exercise of buyer-side market power—from buyer-side market
power review is a sensible approach to protect both consumers and the market. Clean Energy and
Consumer Advocates agree with ISO-NE that the proposed new buyer-side mitigation construct,
including the exemption for state policy resources (referred to as Sponsored Policy Resources
under the Tariff)—though not the ISO’s proposal to delay its implementation until FCA 19—is
“a just and reasonable balancing of consumer and investor interests” 32 that “strike[s] a
reasonable balance between undermitigation and over-mitigation of new capacity resource offers

in the FCM.”3%7

322 Transmittal Letter at 6.
823 |d. at 29.
324 |d. at 33.
325 |d. at 29.
326 |d. at 32.
827 |d. at 48.
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As with the Delay Proposal, the Markets Committee Proposal would revise the Tariff’s
current definition of Sponsored Policy Resources “to ensure that the term continues to remain
current as state decarbonization policies change over time, ensuring that state-sponsored
resources are not inadvertently excluded from the exemption as policies change.”3? The Tariff’s
current definition of Sponsored Policy Resources is too narrow, including in its restriction that
Sponsored Policy Resources can only result from state policies in effect on January 1, 2018.
Revising this definition, including by removing the current definition’s arbitrary date restriction,
IS necessary to “better accommodate the range of state-sponsored resources in existence today
and anticipated in the future.”3?° Clean Energy and Consumer Advocates agree with the 1SO that
the revised definition, which is the same under both the Markets Committee Proposal and the
Delay Proposal, will better “encompass all federal and state-sponsored resources receiving
support from federal and New England state decarbonization programs that have the force of
law, both now and in the future.”3% This definition is “narrowly crafted to extend only as far as
necessary to address the inefficient overbuild issue and to respect the New England states’ policy
choices about generation facilities that are aimed at protecting the health and welfare of their
residents.”33!

The Markets Committee Proposal also contains the same adjustments to the Qualification
Determination Notification requirements; adjustments to the pre-auction information filing
requirements; and change to the FCA’s treatment of new capacity resources that fail to provide
sufficient cost workbook information when required for the IMM’s buyer-side review, that are

included in the Delay Proposal, but again implemented starting in FCA 17 rather than FCA

328 Transmittal Letter at 32.
329 |d. at 57.
330 |d. at 58.
31 |d. at 59.
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19.332 Clean Energy and Consumer Advocates agree with the 1SO’s rationale for including these
changes, though disagree that such changes should be delayed until FCA 19 instead of
implemented in time for FCA 17. We urge the Commission to direct ISO-NE to adopt these
changes sooner, consistent with the Markets Committee Proposal, and as needed to justly and
reasonably replace ISO-NE’s existing problematic MOPR.

b. Adjustments to CONE, Net CONE, and PPR

In its Delay Proposal filing, ISO-NE notes that it may propose a future adjustment to the
Net CONE value, which is used in establishing FCA demand curves and other parameters in the
FCM, to account for a potentially higher cost of capital for new merchant resources in the FCM
without the MOPR.32 The ISO bases this projected need on an analysis performed by the EMM,
which recommended that if MOPR reforms were implemented in FCA 17, Net CONE should
increase by 16 percent in FCA 17 to account for the change in rules.®3* Apparently because the
EMM’s analysis focused on adjustments needed for MOPR reforms in FCA 17 (as ISO-NE
originally was proposing) rather than for FCA 19, and because no similar analysis has been
performed by either the ISO or the EMM for FCA 19, ISO-NE has not proposed a specific
adjustment to Net CONE as part of its the Delay Proposal. In the Delay Proposal, the ISO has
instead said only that it may propose a Net CONE adjustment in the future, based on as-yet

performed analysis.3%

332 See generally, Potomac Economics, Evaluation of Changes in the MOPR on Financial Risk in New
England (Nov. 2021) (“EMM Report”) (attached hereto as Ex. E), https://www.iso-ne.com/static-
assets/documents/2021/11/a03a_mc_2021 11 09 10 ccm_without mopr_emm_presentation.docx.
333 1d. at 46.

334 1d. at 6.

335 Transmittal Letter at 46.
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In contrast, the Markets Committee Proposal directly incorporates an adjustment to Net
CONE based on the EMM’s FCA 17 analysis and recommendation.*® In its analysis, the EMM
recommended a 16 percent increase in Net CONE by for FCA 17, as well as a similar increase in
the FCM’s PPR, to account for potentially increased financial risk for new merchant generation
in an FCM without a MOPR.*" According to the EMM, “This recommended increase in the cost
of capital will allow the capacity market to facilitate investment and retirement decisions that
will satisfy New England’s resource adequacy needs.”* As Ms. Krich explains in testimony,
these EMM-recommended adjustments were presented to and discussed with stakeholders over
several months during the NEPOOL stakeholder process.®* The adjustments are further
supported and explained by the EMM.3* The ISO directly incorporated the EMM’s
recommendations into its Markets Committee Proposal, resulting in proposed adjustments to
CONE, Net CONE, and PPR. These proposed adjustments to market parameters, together with
the rest of the 1SO’s Markets Committee Proposal, were endorsed by NEPOOL stakeholders at
the Markets Committee on January 11, 2022.

If the Commission concludes that there is value in requiring a replacement rate that
closely tracks the broadly supported Markets Committee Proposal, then it should include the
proposed FCA 17 CONE, Net CONE, and PPR adjustments as part of this rate. We have
included the EMM’s report supporting these adjustments as Exhibit E to our filing.

Should the Commission have concerns about including the proposed CONE, Net CONE,

and PPR adjustments as part of a Section 206 order to ISO-NE, however, Clean Energy and

336 Markets Committee Proposal §§ 111.13.2.4.2 (Interim Year Adjustments to CONE and Net CONE) and
111.13.7.2.5 (Capacity Performance Payment Rate) (attached hereto as Ex. D); see also EMM Report at 6.
37 EMM Report at 6.

338 |d. at 15.

339 Krich Direct at 45-46.

340 See generally EMM Report.
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Consumer Advocates would also endorse the Commission issuing a 206 order to ISO-NE that
omits the CONE, Net CONE, and PPR adjustments in FCA 17 and believe that such an order
would be just and reasonable. ISO-NE’s existing Tariff already includes a requirement that the
ISO update CONE and Net CONE at least once every three years and PPR “as needed.”**! ISO-
NE most recently updated its CONE and Net CONE values for use in FCA 16, FCA 17, and
FCA 18 in 2021.3* Thus, if the Commission declines to order specific adjustments to CONE,
Net CONE, and PPR as part of a Section 206 order, there are processes already established under
the Tariff to ensure that these parameters will be updated in the future as necessary to account for
changes in market conditions, including potential changes as a result of MOPR reforms in New
England.

Under the current Tariff, the CONE and Net CONE values used in the FCM must be
updated again no later than FCA 19. As the Tariff only requires that ISO-NE update CONE and
Net CONE every three years, it is normal and to be expected that changes in market conditions,
including changes in state and federal policies, in broader economic conditions or trends, or to
provisions of the Tariff itself, will occur between updates (in this case, between FCA 16 and
FCA 19). Such changes inevitably affect market economics in the intervening period between
updates, but the Commission has nevertheless accepted updates to CONE and Net CONE once
every three years and to PPR as needed as just and reasonable practices.®*® Should the
Commission order 1ISO-NE to implement the bulk of the Markets Committee Proposal by FCA

17, but decline to order the ISO to adopt the proposal’s CONE, Net CONE, and PPR values in

31 Ex. D 8§ 111.13.2.4.2 (Interim Year Adjustments to CONE and Net CONE) and 111.13.7.2.5 (Capacity
Performance Payment Rate).

%2150, 175 FERC 1 61,172 (May 28, 2021).

343 See, e.9., id. (order accepting, in part, subject to condition and directing compliance filing on 1SO-
NE’s proposed 3-year updates to CONE and Net CONE and update to PPR).
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advance of that auction, there is nothing in the Tariff that would prevent ISO-NE from filing a
proposal with the Commission under Section 205 seeking to update these parameters sooner than
required, should the ISO decide to do so on its own accord or at the urging of stakeholders.

C. The Markets Committee Proposal Is Achievable by FCA 17, and
FERC Should Require Its Implementation Without Delay

As Abigail Krich explains in her testimony, it is feasible for ISO-NE to implement the
Markets Committee Proposal by FCA 17.3* ISO-NE has also stated that “MOPR elimination for
FCA 17 is feasible.”3* 1ISO-NE’s FCA schedule involves multiple deadlines in the year leading
up to the auction itself, including deadlines for existing resources to notify the ISO of proposed
retirements and delists, for submission of new capacity resource qualification packages, and for
ISO review of these filings. Due to delays in FCA 16 related to litigation around FERC’s
approval of the 1ISO’s termination of the Killingly Energy Center’s Capacity Supply Obligation,
ISO-NE has already requested—and the Commission has approved—authority for the 1ISO
modify its FCA 17 schedule and deadlines.®*® As a result of this authority, the ISO has
announced a revised FCA 17 schedule that pushes back several deadlines and will result in FCA
17 being conducted on March 6, 2023, one month later than originally planned.3#" It is possible
that, if accepted by the Commission, the 1ISO’s Delay Proposal might also require further
adjustments to the FCA 17 calendar, due to changes that the Delay Proposal would make to FCA

17, though the ISO has not yet signaled whether this would be required.

344 Krich Direct at 40-42.

35 I1SO-NE, Memo to NEPOOL Participants Comm. re: 1SO Support and Preference of Transition to
MOPR Elimination, at PDF p. 200 (Jan. 26, 2022), https://www.iso-ne.com/static-
assets/documents/2022/02/npc-2022-02-03-composite4.pdf.

36 1SO, 179 FERC 1 61,003 (Apr. 1, 2022).

%7 1S0O-NE, Forward Capacity Auction 17 Schedule (Mar. 23, 2022), https://www.iso-ne.com/static-
assets/documents/2020/02/fca-17-market-timeline-2-4-2020.pdf.
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In her testimony, Ms. Krich notes the delays that the ISO has already made to the FCA 17
schedule mean there is more time to finalize auction rules and accommodate rule changes in
FCA 17, such as those that would be required if the Commission were to direct ISO-NE to
implement the Markets Committee Proposal.®*® Ms. Krich notes that these changes are possible
“while minimizing any resulting auction schedule impact.”3*° Specifically, she testifies that if the
Commission were to issue an order in this docket on May 27, 2022, directing 1ISO-NE to file
Tariff changes consistent with the Markets Committee Proposal by July 28, 2022, and if the
Commission accepted the ISO’s filing by September 26, 2022, “ISO-NE could use the revised
tariff to conduct FCA 17.73% Ms. Krich notes that this schedule would likely require some
flexibility to allow existing resources to reflect the potential Tariff changes in their permanent
and retirement delist bids.3%* However, the region experienced a similar situation last year in
FCA 16 with regard to the ISO-NE and NEPOOL ORTP jump ball filing (Docket No. ER21-
1637), in which the IMM allowed resources to submit flexible, contingent bids based on different
potential outcomes on that filing, “so a successful model for this type of flexibility is already in
place.”% In fact, Ms. Krich notes that there is more time in the FCA 17 schedule to implement
MOPR reforms through such a flexible process than there was in the FCA 16 schedule to address
the ORTP filing last year, so timing should not be a barrier.>*

Ms. Krich also explains that there is sufficient time for new resource qualification in FCA

17 under the Markets Committee Proposal, provided that the ISO’s compliance filing includes “a

one-time provision for FCA 17” that would allow new resources to submit “certifications and

348 Krich Direct at 40-42.
349 |d. at 40.

350 Id

31 |d. at 40-42.

32 |d. at 41.

353 |d. at 43-45.
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demonstrations that would otherwise normally be submitted along with the qualification
package” by October 3, 2022 (i.e., within one week of the Commission’s potential acceptance of
the 1ISO’s compliance filing on September 26, 2022). Ms. Krich notes that this one-time
provision, which would be needed to accommodate the Markets Committee Proposal’s new
buyer-side mitigation review process, could be carried out by the ISO, IMM, and market
participants “with little impact on the auction schedule” and in time for FCA 17 to take place as
scheduled on March 6, 2023.%%

Notably, there could also be substantially more time available to implement the Markets
Committee Proposal changes in time for FCA 17 if the Commission were to order an expedited
process under Section 206. Given that the Markets Committee Proposal is a fully developed
Tariff proposal that was originally proposed by ISO-NE and has already been substantially
vetted through the NEPOOL stakeholder process and endorsed by the NEPOOL Markets
Committee, there should be little need for an extensive ISO-NE compliance filing in response to
a Section 206 order. While an ISO compliance filing would likely still be needed to propose
potential minor adjustments to the FCA 17 schedule, as discussed above, the Commission could
otherwise direct ISO-NE to simply adopt the Tariff changes proposed under the Markets
Committee Proposal, which have already been developed and should not require extensive time
or process at the ISO to begin implementation in response to a Commission Section 206 order.

Accordingly, if the Commission agrees with Clean Energy and Consumer Advocates that
the Markets Committee Proposal is a just and reasonable alternative to the unjust and

unreasonable Delay Proposal and to the unjust and unreasonable existing MOPR, we suggest

354 Kirch Direct at 44.
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requiring under its Section 206 order that ISO-NE submit a compliance filing quickly, in order to
avoid further unnecessary delays in the FCA 17 schedule.

V1. CONCLUSION

For the foregoing reasons, Clean Energy and Consumer Advocates respectfully urge the
Commission to (1) reject ISO-NE’s Delay Proposal, which is unjust and unreasonable in
violation of Section 205 of the Federal Power Act; (2) find, sua sponte, under its Section 206
authority that ISO-NE’s Tariff is unjust and unreasonable due to the existing MOPR; and (3)
direct ISO-NE under Section 206 to amend its Tariff consistent with the Markets Committee
Proposal discussed above and to submit a limited compliance filing, as needed, to propose
adjustments to the FCA 17 schedule to ensure that the Markets Committee Proposal rule changes
are implemented in time for FCA 17.
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INTRODUCTION & QUALIFICATIONS

Please state for the record your name, position, and company description.

My name is Abigail Krich.! I am the founder and president of Boreas Renewables, LLC
(“Boreas™), a consulting practice serving renewable energy resource developers, owners,
operators, and advocates including RENEW Northeast (“RENEW” or “RENEW-
Northeast”). Founded in 2008, Boreas specializes in helping developers navigate their
way through the Independent System Operator (“1SO””) New England interconnection
process, participate in the Forward Capacity Market (“FCM?”), and register to sell into the
New England wholesale electricity markets. Boreas works with energy resource owners
and operators to understand how existing and upcoming market rules and compliance
requirements factor into their day-to-day operations. In addition to following the evolving
markets, Boreas actively advocates within the New England Power Pool (“NEPOOL”)
and 1SO New England Inc. (“ISO-NE” or “the ISO”) stakeholder process for electricity
market rules and system planning improvements that will allow for the development and
integration of high levels of renewable energy.

On whose behalf is this testimony being offered?

I am testifying on behalf of the Clean Energy and Consumer Advocates as defined in the
title above.

Please summarize your relevant work experience and education.

Among the positions | have held in the field of renewable energy over the past nineteen

years, | was a Senior Project Developer at Tamarack Energy; an independent consultant

1 My full legal name is Abigail Krich Starr, but my professional name is Abigail Krich.
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performing wind energy resource assessments; an electrical/mechanical designer at

Northern Power Systems in the distributed generation project engineering group; a

graduate intern at the National Wind Technology Center at the National Renewable

Energy Laboratory working primarily with the grid integration group; and an intern at

Berkshire Photovoltaic Services. | was elected to serve as Vice-Chair of the NEPOOL

Variable Resource Working Group, which I have done since the group’s inception in

2014. I have passed the Fundamentals of Engineering exam and hold a Bachelor of

Science in Biological and Environmental Engineering, as well as a Master’s of

Engineering in Electrical and Computer Engineering, both from Cornell University.

Have you testified before this Commission or as an expert in any other proceeding?

Yes. | list my testimony experience below:

e Testimony before the Federal Energy Regulatory Commission (“FERC” or the
“Commission”) regarding the NEPOOL and ISO-NE’s Offer Review Trigger Price
(“ORTP”) proposals on April 5, 2021, in Docket No. ER21-1637-000.

e Testimony before the Commission regarding capacity factors at New England wind
farms and implications for the FCM, submitted on behalf of RENEW, First Wind, and
Conservation Law Foundation, on January 23, 2014, in Docket No. ER14-616.

e Testimony before the Maine Department of Environmental Protection on behalf of
Conservation Law Foundation, regarding the economic and environmental impacts of

wind energy in Maine, for the Champlain Wind public hearing on May 1, 2013.2

2 Pre-Filed Test. of Abigail Krich on Behalf of Intervenor Conservation Law Found.,
Docket No. L-25800-24-25800-TE-B-N (Me. Dep’t of Env’t Prot. Mar. 13, 2013),
https://www.boreasrenewables.com/pres/2013-03-13-
Abigail%20Krich%20Testimony%20for%20CLF%20Notarized.pdf.
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e Testimony before the Maine Land Use Regulation Commission on behalf of
Conservation Law Foundation regarding the economic and environmental impacts of
wind energy in Maine, for the Champlain Wind public hearing on June 28, 2011.3

e Testimony before the Maine Public Utilities Commission (“MPUC”) on behalf of
Highland Wind in support of Central Maine Power Company's petition to construct
the Somerset County Reinforcement Project consisting of the construction of
approximately 39 Miles of 115 kV transmission lines (i.e., “Section 241”) before the
MPUC, May 26, 2011.4

What is the purpose of your testimony?

The purpose of my testimony is to explain that the Commission should reject ISO-NE’s

proposed transition mechanism, which seeks to impose a two-year delay on exempting

Sponsored Policy Resources from ISO-NE’s Minimum Offer Price Rules (“MOPR”)

while removing the test price provision from the Competitive Auctions with Sponsored

Policy Resources (“CASPR”) Substitution Auction and reinstituting the Renewable

Technology Resource (“RTR”) exemption.

I will explain that the transition mechanism will likely exacerbate rather than mitigate
reliability risks in ISO-NE’s FCM by prohibiting certain Sponsored Policy Resources

from clearing in the two upcoming Forward Capacity Auctions (“FCA”), encouraging

% Pre-Filed Direct Test. of Abigail Krich on Behalf of the Conservation Law Found.,

Development Permit DP 4889 (Me. Land Use Regul. Comm’n June 10, 2011),
https://www.maine.gov/dacf/lupc/projects/windpower/firstwind/champlain_bowers/Development/Applica
tion/Testimony/CLF _KrichBowersTestimony-2011-06-10.pdf.

4 Rebuttal Test. of Abigail Krich on Behalf of Highland Wind, LLC, Docket No. 2010-00180 (Me. Pub.
Util. Comm’n May 26, 2011), https://mpuc-

cms.maine.gov/COM.Public. WebUl/MatterManagement/MatterFilingltem.aspx?FilingSeq=113055&Cas
eNumber=2010-00180.
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other Sponsored Policy Resources to enter the market prematurely, and encouraging
existing resources to retire sooner than they might otherwise, among other reasons. In
addition, I will explain that ISO-NE’s accreditation process is sufficient for valuing the
offshore wind resources that might be expected to enter the market in FCA 17 and FCA
18. Finally, I will outline schedule adjustments that will allow ISO-NE to conduct FCA
17 in the event that the Commission directs it to refile its proposal without the transition
mechanism, consistent with the Clean Energy Advocates’ protest.

TRANSITION MECHANISM PROPOSAL

Please describe the transition mechanism.

As | described earlier, ISO-NE proposes tariff changes that will exempt, among others,
new Sponsored Policy Resources from its buyer-side market power review process.
However, ISO-NE proposes to delay this tariff change until FCA 19, which will award
Capacity Supply Obligations for the June 2028 to May 2029 Capacity Commitment
Period. In the interim, in FCA 17 and FCA 18, for the June 2026 to May 2027 and June
2027 to May 2028 Capacity Commitment Periods, respectively, ISO-NE proposes to
continue performing its current buyer-side market power review, including of new

Sponsored Policy Resources, with some limited exceptions.

Specifically, ISO-NE proposes to reinstitute the RTR exemption, which allows certain
new Sponsored Policy Resources to bypass the market power review process. ISO-NE
proposes to cap the quantity of RTR capacity that could clear in FCA 17 to 300
megawatts (“MW?”). Any unused portion of this 300 MW cap would roll over and be

added to the 400 MW cap proposed for FCA 18, though the FCA 18 cap would also be
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reduced in the amount of any transactions that cleared in the CASPR Substitution

Auction associated with FCA 17.

And, finally, ISO-NE proposes to eliminate the test price rules that apply to the CASPR
substitution auction in order to encourage more participation from the demand side (i.e.,
resources with capacity supply obligations seeking to exit).

1. STATE POLICY RESOURCES AVAILABLE FORFCA 17 AND FCA 18

Q. How many Sponsored Policy Resources could qualify to participate in FCA 17 and
FCA 18?
A A summary of my estimates is captured in Figure 1. Detailed explanations of my

estimates are provided below.

Figure 1: Estimated Potential for New Summer and Winter Qualified Capacity from
Sponsored Policy Resources in FCAs 17 and 18

Resource New Qualified Capacity for FCA 17 or FCA 18°
Summer Qualified Winter Qualified Capacity
Capacity

Offshore Wind | 800 MW to 1,300 MW 1,650 MW to 2,640 MW

Hydro Imports | Up to 1200 MW Up to 1200 MW

Battery Storage | At least 844 MW At least 844 MW

Solar PV 200 MW 0 MW

Total 3,044 MW to 3,544 MW 3,694 MW to 4,684 MW

® A resource’s FCA Qualified Capacity, the quantity of capacity it may offer into the FCA, is generally
the lesser of its summer or winter qualified capacity values. However, in the case of intermittent
generators such as wind and solar, it is the summer qualified capacity value; for these intermittent
generators, the winter qualified capacity value is awarded a capacity supply obligation in proportion to the
share of summer qualified capacity that cleared in the auction.
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Offshore Wind Capacity

Based on publicly available schedule information for the six large offshore wind projects
that either have long-term contracts pursuant to a New England state request for
proposals (“RFP”) or have been selected and are currently negotiating such contracts, |
estimate that up to approximately 4,700 MW (nameplate) of offshore wind may achieve
commercial operation in New England by June 2027 when the Capacity Commitment
Period associated with FCA 18 begins. The six projects are Revolution Wind,®
Mayflower Wind,’ Park City Wind,® Mayflower Residual,® and Commonwealth Wind
and Vineyard Wind.*® Vineyard Wind is the only one of these six projects that has
previously qualified for the FCM. ISO-NE’s published data for FCA 16 shows that the
nominally 800 MW project qualified for 249.7 MW of capacity in the summer season
(June to September) and 493.9 MW in the winter season (October to May).* This
capacity qualification level is approximately 31 percent of nameplate capacity in the

summer and 62 percent of nameplate capacity in the winter.*2

As an approximation, if I assume that the other five projects will qualify at a similar
portion of their nameplate rating, then these six projects altogether might qualify for

roughly 1,460 MW of summer capacity and 2,914 MW of winter capacity. Vamsi

¢ Revolution Wind Project, https://perma.cc/GYK9-LA39 (last visited Apr. 19, 2022).

" Mayflower Wind Project (selected under Section 83C Il RFP), https://perma.cc/QR8G-5BVK (last
visited Apr. 19, 2022).

8 park Wind Project, https://perma.cc/4AWQT-GWYL (last visited Apr. 19, 2022).

® Mayflower Residual Project (selected under Section 83C Il1), https://perma.cc/BX8M-7KEF (last visited
Apr. 19, 2022).

10 Common Wealth Wind, https://perma.cc/U6WF-LZ43 (last visited Apr. 19, 2022).

111SO-NE Forward Capacity Market Obligations, at Tab FCA 16, https://www.iso-ne.com/static-
assets/documents/2018/02/fca_obligations.xIsx.

12 Supra note 5.
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https://perma.cc/4WQT-GWYL
https://perma.cc/BX8M-7KEF
https://perma.cc/U6WF-LZ43
https://www.iso-ne.com/static-assets/documents/2018/02/fca_obligations.xlsx
https://www.iso-ne.com/static-assets/documents/2018/02/fca_obligations.xlsx
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Chadalavada, in his testimony, assumed a summer qualified capacity value of 27% which
would result in a total summer qualified capacity for the 4,700 MW fleet of 1,269 MW. 13
As these projects have not yet qualified, their capacity value is uncertain, but likely lies in

this range.

Vineyard Wind, through a combination of the FCA 13 Substitution Auction and the FCA
14 RTR Exemption has already cleared 155 MW of its summer capacity and 278 MW of
its winter capacity and, therefore, this portion of that project is now treated as an existing
resource for purposes of the FCM. This leaves approximately 1,300 MW of summer
capacity (1,460 MW - 155 MW) and 2,640 MW of winter capacity (2,914 MW - 278
MW) as an upper bound on what might be able to qualify as new in FCA 17 or FCA 18.
Alternatively, based on ISO-NE’s lower estimate of 27 percent of summer qualified
capacity, subtracting out the 155 MW that has already cleared, leaves about 1,110 MW as

the upper bound on new offshore wind summer qualified capacity in these two auctions.

While it is possible that all six of these projects will qualify and seek to clear in FCA 17
and FCA 18, the quantity of new offshore wind capacity that might qualify in these two
auctions could be less than these upper-bound figures. For example, the contracts for two
of the six projects mentioned are still being finalized, and it is unclear whether their
commercial operation dates (“CODs”) will occur in time for FCA 18. These projects
account for 1,600 MW of nameplate capacity. Without them, | would estimate the upper

limit on new offshore wind capacity that could qualify for FCA 17 or FCA 18 to be about

13 Test. of Vasmi Chadalavada on Behalf of 1ISO-NE Regarding the Need for a Transition to the MOPR’s
Elimination, at 35 (Mar. 30, 2022) (“Chadalavada Direct”), Accession No. 20220331-5296.
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800 MW of summer capacity and 1,650 MW of winter capacity. Or, using ISO-NE’s
lower estimate, approximately 680 MW of summer capacity.

Hydroelectric Capacity

Massachusetts has contracted for Canadian hydro imports over a new transmission line
for delivery into Western Maine with a maximum capability of 1,200 MW.* The success
of this project is currently uncertain due to legal challenges related to siting. An alternate
proposal to import up to 1,000 MW over a line into Vermont does not have a contract but
the developers have said it is shovel ready. If either of these projects are successful, they
may wish to qualify some or all of their 1,200 MW (or 1,000 MW) capability in the
FCM. Under the proposed tariff, such import resources would be defined as Sponsored
Policy Resources but would not be defined as RTRs. They would therefore be eligible to
utilize the exemption from buyer side market power mitigation beginning in FCA 19 but
would be ineligible for the RTR exemption in FCA 17 and FCA 18.

Battery Storage Capacity

According to the ISO-NE’s Chief Operating Officer Report from April 7, 2022, 6,419
MW of stand-alone storage projects were in the ISO-NE interconnection queue as of
March 29, 2022.%° Only a portion of these projects are likely to reach commercial
operation, and only a portion of those projects would expect to be in service in time to
qualify for FCA 17 or FCA 18. To determine which storage projects might participate in

these two auctions, it may be instructive to consider the battery resources that qualified

4 New England Clean Energy Connect Project, https://perma.cc/CVA5-HQVK (last visited Apr. 19,
2022).

15 Suppl. Notice of April 7, 2022 NEPOOL Participants Comm. Teleconference Meeting, at PDF p. 140,
slide 120 (Mar. 31, 2022) (“ISO-NE Update 2022 Annual Work Plan Presentation”),
https://nepool.com/wp-content/uploads/2022/04/NPC 20220407 _Composite6.pdf.
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for FCA 16 but did not clear, as this may be reflective of the number of battery resources
that would seek to enter the market in the next year or two if they were not limited by the
MOPR. In FCA 16, batteries accounted for 943 MW of new qualified capacity.® Of that
amount, only 99 MW cleared.’” This is not surprising given that the battery ORTP for
FCA 16 was $2.601,® while the auction clearing price was below this value in every
zone except for Southeast New England (“SENE”). Presumably at least the 844 MW of
batteries that qualified for FCA 16 but did not clear would seek to participate and clear in
FCA 17 or FCA 18.

Solar Capacity

In FCA 14, when a cap of approximately 336 MW remained under the prior RTR
exemption, 192 MW of solar capacity cleared in the auction, though every one of these
solar resources was prorated due to the RTR cap such that only 44 percent of its summer
qualified capacity was able to participate in the FCA. In FCA 15, when the RTR cap was
only 18 MW, only 18 MW of new solar capacity cleared. The following year, when the
solar ORTP was reduced from the auction starting price to $1.381, 212 MW of solar PV
cleared as New in FCA 16.° Though the technology has evolved quickly in recent years,
this seems to suggest a pattern of about 200 MW of solar capacity seeking entry each

year.

16 1SO-NE Forward Capacity Obligations, Tab FCA 16, https://www.iso-ne.com/static-
assets/documents/2018/02/fca_obligations.xIsx.
71d.

18 1d.
¥ d.
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Q. How will the transition mechanism likely affect the Sponsored Policy Resources
expecting to achieve commercial operation in time to offer in the FCA 17 or FCA 18
auctions?

A. The MOPR will continue to prohibit Sponsored Policy Resource offers from clearing the
FCA if their ORTP values are above the market clearing price, unless the Internal Market
Monitor (“IMM”) approves a request for a resource specific offer floor price. The ORTP
values for FCA 16 and 17 are in Figure 2.

Figure 2: FCA 16 and FCA 17 ORTP Values by Generation Technology

Technology FCA 16 ORTP FCA 17 ORTP

($/kW-mo) ($/kW-mo)
Photovoltaic Solar $1.381 $0.000

Energy Storage Device —

Lithium lon Battery $2.601 $0.789
Onshore Wind $0.000 $0.000
Offshore Wind Auction Starting Price of | Auction Starting Price of $12.761

$12.400 because omitted from | because omitted from the Tariff
the Tariff (ISO’s calculated (had IMM’s interim update

value was $17.948) methodology been used, $2.293)
Combined Cycle Gas
Turbine $9.811 $9.775
Simple Cycle Combustion
Turbine $5.355 $5.212

For example, in FCA 16 the market clearing price was between $2.531/kilowatts (“kW”)-

month and $2.639/kW-month.2° The ORTP value for offshore wind was $12.400/kW-

20 1SO-NE, Press Release (Mar. 9, 2022), https://www.iso-ne.com/static-
assets/documents/2022/03/20220309 pr fcal6 initial results.pdf.

10
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month,?! prohibiting this resource from clearing the auction.?? Battery storage, which had
an ORTP of $2.601, cleared 99 MW, and the $1.381 ORTP for solar photovoltaic
(“PV”) permitted 212 MW to clear. No other Sponsored Policy Resources cleared the

FCA 16 auction.

For FCA 17, the IMM has updated those ORTP values that are listed in the Tariff,
resulting in lower ORTP values for battery storage at $0.789/kW-month and onshore
wind and solar PV at $0.00.2* However, unlike these resource types, the IMM did not
update the ORTP value for offshore wind for FCA 17 because offshore wind does not
currently have a technology-specific ORTP assigned to it under the Tariff and the IMM is
not explicitly required under the Tariff to update ORTP values for resources that are not
already included in the Tariff. As a result, offshore wind will continue to be assigned an
ORTP value equal to the auction starting price in FCA 17 (and FCA 18), another Tariff
requirement for resources without an ORTP value. This means that, absent utilizing the

RTR exemption and risking capacity prorationing, all offshore wind resources will be

21 $12.400/kW was the FCA 16 auction starting price. Offshore wind was not assigned a technology-
specific ORTP in FCA 16, but all new resources without an ORTP specified in the Tariff are given an
ORTP equal to the starting price.

22 1SO-NE, 2025-26 CCP Post Forward Capacity Auction Release of Information, at Tab IMM OFP Gen
(Mar. 9, 2020) (The IMM rejected all resource-specific offer floor price requests for offshore wind
resources in FCA 16.), https://www.iso-ne.com/static-assets/documents/2022/03/15-days-after-auction-
posting-fcal6.xlsx.

23 Some of the battery resources that cleared in FCA 16 appear to have been co-located with solar such
that the co-located resource was assigned an ORTP based on the weighted average of the solar and battery
ORTPs. These resources therefor had ORTPs lower than $2.601 and would have been able to clear in
more zones than just SENE despite the Battery ORTP being above the zonal clearing price.

24 Chadalavada Direct at 8 n.4.

% Clean Tariff—Effective May 30, 2022, § 111.13.1.1.2.10(a) (Mar. 31, 2022) (Determination of
Renewable Technology Resource Qualified Capacity, “If the total FCA Qualified Capacity of Renewable
Technology Resources exceeds the cap specified in [this subsection] the qualified capacity value of each
resource shall be prorated by the ratio of the cap divided by the total FCA Qualified Capacity. The ISO
shall notify the Project Sponsor or Market Participant, as applicable, of the Qualified Capacity value of its
resource....”) (“Clean Tariff—Effective May 30, 2022”), Accession No. 20220331-5296.

11
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prohibited from clearing in FCA 17 and FCA 18 unless the auction clears at the starting
price or the IMM approves a resource-specific offer floor price, both of which are

unlikely given my experience with ISO-NE’s process.

As | stated above, | estimate that the four offshore wind projects with approved power
purchase agreements and contracted CODs that are prior to the start of the FCA 17 or
FCA 18 commitment periods would be able to qualify for approximately 800 MW of
summer capacity, which could be offered into the FCA. Even if these are the only
resources that utilize the RTR exemption, they would use the entire RTR exemption cap
in each of the two years and would be prorated such that a portion of each project’s
capacity would be prohibited from offering capacity into each FCA during these two

years.

Using Vineyard Wind as an example, as it is discussed in more detail below, it would
most likely be prorated in each of FCAs 17 and 18 such that it could only offer and clear
a portion of its remaining qualified capacity in each year and would not be able to clear
the final portion of the project’s capacity until FCA 19, after the transition period had
concluded. This project, that is under construction and scheduled to reach COD in Q2
2024, would have to wait until the auction associated with the commitment period
starting June 2028 to offer and clear its entire qualified capacity into the market. Should
the two offshore wind projects currently negotiating their power purchase agreements
have schedules that enable them to qualify for FCA 17 or FCA 18, the proration levels
during the transition period would rise such that another roughly 500 MW of capacity

would be excluded from the market.

12
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In addition, if the ORTP values for onshore wind, solar, or batteries increase for FCA 18,
they could preclude these resources from clearing in FCA 18 as well unless they
overcome the same hurdles as offshore wind. Further, should any Canadian hydro
imports over new transmission lines be ready to seek qualification in FCA 17 or FCA 18,
the RTR exemption will not be an option to them, as the exemption is limited to
generating capacity resources and therefore excludes imports. Such a resource, unless it is
able to receive approval for a low resource-specific offer floor price, would be excluded
from the market until FCA 109.

Q. Why is offshore wind the only technology type whose ORTP value was fully
calculated by ISO-NE for FCA 16 but has not been updated for FCA 17?

A. As discussed above, the IMM calculated an ORTP for FCA 16 for all resource types that
passed an initial screen, including onshore wind, offshore wind, solar PV, and battery
storage. The IMM used the resource’s capital costs, operating costs, and expenses such as
depreciation and taxes to calculate the break-even contribution that it will require from
the FCM, which becomes the ORTP value.? For offshore wind, 1SO calculated an ORTP
of $17.948/kW-month for FCA 16.2” As this was above the FCA 16 starting price of
$12.400/kW-month, this value was not included in the Tariff’s table of ORTPs in
I11.A.21.1.1 of the Tariff. The ORTP values calculated for onshore wind, solar PV, and
battery storage were below the auction starting price, and were thus included in the

Tariff.

2 Appendix B Removal Joint Filing Letter, Clean Tariff at App. A 88 111.A.21.3(a), (b), Docket No.
ER21-2220 (June 28, 2021) (“Section 11, Market Rule 1), Accession No. 20210628-5033.

2 ORTP Cover Letter and TOC, at 30, Docket No. ER21-1637 (Apr. 7, 2021) (ISO-NE Transmittal
Letter), Accession No. 20210407-5305.

13
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In the years that the IMM does not perform a full recalculation of ORTPs, the Tariff
dictates that the ORTP values are to be updated using specified indexes to adjust the
model assumptions for capital cost, energy and ancillary service revenue, and renewable
energy credit (“REC”) revenue.?® The bonus depreciation and investment tax credit
values are also adjusted as specified in the Tariff.2° The IMM has interpreted this to mean
that only resources which have a technology-specific ORTP documented in the Tariff
will be updated in interim years. As a result, resources like offshore wind, for which a
full ORTP calculation was performed prior to FCA 16 but for which the resulting ORTP
value was not specifically documented in the Tariff, do not have their ORTP values
updated in interim years. Thus, because the FCA 16 ORTP value for offshore wind was
set generically at the auction starting price for FCA 16, the IMM will not adjust it in the
interim years of FCA 17 and FCA 18.

Would updating the ORTP value for offshore wind allow these resources to clear in
FCA 17, despite the proposed transition mechanism’s restrictions?

Yes, using the spreadsheet that the IMM published showing their calculations to adjust
the FCA 16 ORTP values for FCA 17,% it appears that if these same adjustments were

made to the offshore wind ORTP calculation that it would have allowed offshore wind

28 Section 111, Market Rule 1 § 111.A.21.1.2(e).

30 ISO-NE IMM, I1SO-NE Summary of 2026-2027 ORTP Values, https://www.iso-ne.com/static-
assets/documents/2022/03/2026-2027-ccp-forward-capacity-auction-17-iso-offer-review-trigger-

price.xIsm (last updated Apr. 13, 2022). Please note that my calculations are based on the prior version of
this spreadsheet that ISO-NE published on March 25, 2022, using the same link. In the March 25 version
all of the necessary formulas for calculating the offshore wind ORTP were included. In the revised
version posted on April 13, these formulas had been removed and the dollar year of the REC value has
been changed. However, the updated values do not materially alter the calculations used in my testimony.

14
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the opportunity to clear in FCA 17.3! A summary of the relevant data from that

spreadsheet is in Figure 3 below.

If I adjust the FCA 16 offshore wind assumptions (which were included in the IMM’s
spreadsheet) in the way specified for the interim year updates, just as the IMM did for the
other technology types, according to my calculation the FCA 17 ORTP value for offshore
wind would decrease to $2.293/kW-month, which is below the FCA 17 Auction Starting
Price of $12.761/kW-month, and also below the FCA 16 clearing price in every zone. In
other words, had this interim year update process been applied for the FCA 17 offshore
wind ORTP value, this resource type would very likely have been able to participate and
clear in FCA 17 regardless of the 1SO’s proposed extension of the MOPR for two more
years.

Figure 3: FCA 17 ORTP Annual Update Values for Offshore Wind Resources

2028 NPV KWoyr KW-mo
Expenses
Fixed % 1,181,447,407 % 11135 % 9.279
Tax B (1,422,634,231) § (134.08) 3 (11.173)
Install Costs 5 4,641,811,711 % 43747 % 36.456
Gross CONE % 4,400,624,887 $% 41474 % 34.562
Revenues
PFP 5 40,176,501 & 379 § 0.316
Scarcity 5 20,408,565 § 192 § 0.160
E&AS 5 2,435317,709 % 22052 § 19127
REC 5 1,769,091,730 % 166.73 % 13.894
Revenue Offset $ 4,264,994,506 § 401.96 § 33.497
Net CONE Installed 5 135,630,382 % 12.78 % 1.065
Net CONE Qualified $ 201,942,715 $ 2751 § 2.293

% To be clear, it would have given them an opportunity to clear but would not have guaranteed them the
ability to clear, as the FCA 17 clearing price could be higher or lower than the FCA 16 clearing price.

15
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Should the Commission require 1ISO-NE to adjust the ORTP values for all the
technology types that went through the full recalculation process in the interim
years?

I think this is further evidence of why the MOPR should simply be eliminated for FCA
17, which would avoid the need to update ORTP values for FCA 17 and FCA 18. The

MOPR mitigation rules appear increasingly arbitrary.

That said, if the MOPR continues to exist, then yes, ISO-NE should be required to adjust
the ORTP for all technology types that were fully recalculated in FCA 16. The Tariff

language is sufficiently broad to allow for this interpretation.

The IMM will not be overburdened with adjusting the ORTP values for numerous
resources whose FCA 16 ORTP fell above the Auction Starting Price since, as Figure 2
demonstrates, offshore wind is the only technology type that is in this situation.
Furthermore, like the other technology types that were updated for FCA 17, because the
full recalculation was done for FCA16 there would be no need to bring in a consultant or
perform additional review as there is already a Tariff-prescribed method for updating the

ORTP values in these interim years.

Finally, because of the interim year update that the IMM has already performed on the
other technology types, they already have in their spreadsheet all but one piece of data
necessary to perform the annual update for offshore wind. They would simply need to

add the offshore wind values to their table of Bloomberg Levelized Cost of Energy

32 Section 111, Market Rule 1 § 111.A.21.1.2(e) reads: “For years in which no full recalculation is
performed pursuant to subsection (a) above, the Offer Review Trigger Prices will be adjusted as follows.”

16
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(“LCOE”) index values and then all the necessary information to make the update would
be contained in their spreadsheet and it would simply be a matter of updating the offshore
wind formulas in the same way that they have already done for the other technology

types.
RELIABILITY CONCERNS

Please summarize the reliability issues that ISO-NE seeks to mitigate with the
proposed transition mechanism.
ISO-NE raises two primary reliability issues, which | summarize below.

A. Failure to replace “inefficient retirements” on a timely basis

ISO-NE argues that the transition mechanism is necessary to prevent shortfalls in the
FCM resource adequacy requirements. ISO-NE believes that permitting an unlimited
number of new Sponsored Policy Resources to clear in the market as early as FCA 17
will spark a wave of retirements of existing fossil-fuel generators (“inefficient
retirements”), which ISO-NE characterizes as providing beneficial dispatchable and
controllable features. The ISO-NE explains that once a retirement bid is accepted, it is
powerless to delay the resource’s retirement date unless the delay is for specified local
transmission security issues. While new resources could replace retiring or delisted
existing resources, ISO-NE argues against relying on such replacements when they come
in the form of Sponsored Policy Resources that would be unable to clear absent some
kind of exemption to the MOPR because they, like most new projects, are prone to

delays, which would cause a resource adequacy gap.

17
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Specifically, ISO-NE explains that its FCM has a small margin of error. In FCA 16, I1SO-
NE’s capacity surplus was 1,165 MW.3* ISO-NE compares this amount with the six
offshore wind projects that have so far been selected for long-term contracts by the New
England states with a total nameplate capability of 4,700 MW. Of this amount, ISO-NE
estimates that 27 percent or 1,269 MW would be the projects’ FCA qualified capacity.
ISO-NE suggests that all six of these projects might clear in a single FCA and then be
delayed by a year because no wind turbine installation vessels are currently available to
support construction of the projects.* Thus, if all six of these projects were to clear in
FCA 17 but not be constructed in time for the start of the associated Capacity
Commitment Period, ISO-NE’s FCM could experience a capacity deficit, or negative
planning margin, of 104 MW (1,165 MW minus 1,269 MW). In the ISO’s words, this
would pose a “serious resource adequacy concern to the region for that commitment
period.”%

B. Failure to accurately assess the resource adequacy values of new and

existing resources

In addition, ISO-NE believes that the changing resource mix will eventually require it to
use an accreditation methodology that will more precisely assess the resource adequacy
contributions of new and existing resources. Even if an existing resource is replaced in a

timely manner such that the above-described concern does not come to pass, ISO-NE

% Chadalavada Direct at 33-34.

3 This is inaccurate. There are no Jones Act-qualified offshore wind turbine installation vessels currently
available, but there are construction methods that legally allow a foreign-flagged installation vessel to be
used for construction of an offshore wind project in the United States. This was the method used for the
two operating offshore wind projects in the United States.

% MOPR Elimination Filing Letter, at 38 (Mar. 31, 2022) (citing Chadalavada Direct at 37) (“Transmittal
Letter”), Accession No. 20220331-5296.
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argues that a new Sponsored Policy Resource might not have the same reliability value as
the retiring resource it displaces, even if they are both nominally qualified for the same

quantity of capacity in the FCM.

As an example, ISO-NE compares the capacity values of solar and fossil-fuel resources.
The fossil-fuel resource in 1ISO’s example has a nameplate and summer qualified capacity
of 400 MW, while the solar resource has an 800 MW nameplate and a 400 MW qualified
capacity value.®® After the sun goes down and during cold, dark winter hours, ISO-NE
points out that unlike the displaced fossil resource, the “actual contributions to reliability
of the PV solar resource may be a fraction of the 400 MW for which it would be paid.”%’
ISO-NE therefore concludes that 1 MW of qualified capacity from a solar resource does
not provide the same reliability benefit as 1 MW of qualified capacity from a fossil-fuel

generator.®

Thus, to prevent the possibility of a resource adequacy supply gap, ISO-NE argues that it
must use the MOPR as a means to limit the entry of new Sponsored Policy Resources
into the market for two years while it develops revised procedures for determining

qualified capacity values.

% 1d. at 37.
871d. (citing Chadalavada Direct at 14).
% 1d. at 37.
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Are these reliability concerns a reasonable basis for extending the MOPR for two
more years?
No, they are not. | will address each of the two reliability concerns in turn.

C. Failure to replace “inefficient retirements” on a timely basis

ISO-NE’s contentions 1) misstate the probability that certain offshore wind projects will
achieve commercial operation timely and 2) ignore the various tariff provisions that
provide the very protections that ISO-NE seeks to provide by restricting Sponsored

Policy Resources from participating in the FCM.

1. Commercial Operation of Offshore Wind Projects
First, regarding 1SO-NE’s concern related to New offshore wind resources being delayed
and thus creating a temporary capacity deficit, there are several flaws in ISO-NE’s
argument. 1ISO-NE prematurely assumes that all six of the offshore wind projects that
make up the 1,269 MW of potential New qualified capacity in this timeframe will seek to
offer that capacity and be qualified by the ISO-NE to offer that capacity, in FCA 17 and
FCA 18. Two projects making up 1,600 MW (nameplate, which using ISO-NE’s
assumptions would translate into 432 MW qualified capacity) of this total are still
negotiating contracts and do not yet have firm targets for their CODs. While it is
possible, it is uncertain at this time whether these projects’ target CODs will be prior to

June 1, 2027, which would be a pre-requisite to qualify for FCA 18.

Further, ISO-NE’s assumption predicating their claim of a reliability risk—that all six
offshore wind projects could clear in an FCA but then delay their COD by a full year—is

improbable. The most advanced of these six projects is the Vineyard Wind project, which
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commenced construction in November 2021.%° Vineyard Wind submitted an updated
project schedule to the Bureau of Ocean Energy Management (“BOEM?”) in January 2022
showing that wind turbine installation and commissioning would occur over the period
from Q2 2023 through Q2 2024, while all other construction activities would be
completed by Q4 2023.%° It is unclear from this schedule whether the project will begin
partial operations at the end of 2023, adding the output of each subsequent group of
turbines as they are commissioned, or whether it will wait to begin operating until all
turbines are commissioned. In other words, the project could begin partial deliveries at
the end of 2023 and make full deliveries starting in Q2 2024 according to its latest

schedule.

The next most advanced of these six projects is Revolution Wind. Its Construction and
Operations Plan submitted to BOEM in April 2021 shows a project schedule in which
construction begins in 2023.%! Shipbuilding of the turbine installation vessel for this
project has already reached the halfway mark and is on schedule to be completed by
December 2023. Once complete, the ship’s first contracted task is the installation of
turbines at Revolution Wind and Sunrise Wind, both joint projects of @rsted and

Eversource that are expected to be completed by 2025.4

% Iberdrola, Vineyard Wind 1 Offshore Wind Farm, https://perma.cc/J8T7-X9UT (last visited Apr. 19,

40 U.S. Dep’t of the Interior, BOEM, Vineyard Wind I, https://perma.cc/5SRAV-MWCYV (captured by
going to https://www.boem.gov/vineyard-wind, selecting Construction and Operation Plan option,
clicking Updated Construction Schedule (Jan. 2022)).

1 Revolution Wind (submitted to BOEM), Construction and Operations Plan, Revolution Wind Farm
Volume I, at 60 (§ 3.2 Project Schedule) (Apr. 29, 2021), https://perma.cc/6 AKS-LU5SY.

42 Sunrise Wind (Powered by @rsted & Eversource), About Sunrise Wind, https://perma.cc/TH9Z-36F9
(last visited Apr. 19, 2022); Revolution Wind (Powered by @rsted & Eversource), About Revolution
Wind, https://perma.cc/BJS8-S647 (last visited Apr. 19, 2022).
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The FCA 17 commitment period begins in June 2026, a full two years after the Vineyard
Wind construction schedule shows the project will be complete and a year after the
Revolution Wind project is expected to be complete. Though delays to the construction
schedule may still occur, it seems unlikely that there will not be a single large offshore
wind project operating in New England before June 2026 based on the significant

progress already made by these two projects to date.

2. Tariff Provisions that Protect the FCA Process

Second, with respect to ISO-NE’s existing Tariff provisions, ISO-NE has a rigorous
qualification process for new resources seeking to enter the market. This includes
submittal of a Critical Path Schedule (“CPS”) by the Project Sponsor showing that the
resource will achieve commercial operation prior to the start of the relevant Capacity
Commitment Period. ISO-NE must review the CPS, typically with the assistance of an
expert consultant, and make a determination as to “whether the milestones in the critical
path schedule are reasonable and likely to be met.”*® ISO-NE must make a positive
determination before the project can submit an offer into an auction. ISO-NE is not a
passive bystander that must simply watch and accept as proposed resources prematurely
take on Capacity Supply Obligations for which they are unlikely to be able to deliver. |
recommend that ISO-NE rely on these tariff provisions to mitigate its concerns regarding
project delays, rather than use the transition mechanism to preemptively exclude

Sponsored Policy Resources from participating in the FCM.

3 Clean Tariff—Effective May 30, 2022 § 111.13.1.1.2.4.(c) (Evaluation of New Capacity Qualification
Package) (emphasis added).
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D. Failure to properly assess the resource adequacy values of new and

existing resources

ISO-NE argues that a new Sponsored Policy Resource might not have the same reliability
value as the retiring resource it displaces, even if they are both nominally qualified for the
same quantity of capacity in the FCM. Yet it does not provide any evidence that the
specific resource types that would most likely be prevented market entry due to the two-
year extension of the MOPR—particularly, offshore wind and imports—have lower
reliability value than the existing resources they would likely replace. | believe that the

opposite is more likely to be true and explain why here.

However, first | will respond to ISO-NE’s flawed contention that solar resources, unlike
thermal fossil units, may only deliver a fraction of the capacity for which they would be

paid.

ISO-NE’s current accreditation methodology accounts for the capacity that solar
resources can provide during critical resource adequacy hours throughout each season. A
solar resource with 800 MW nameplate capacity, which may regularly deliver 800 MW
of energy during gross peak load conditions, will receive credit and payment for just half
this, its summer qualified capacity value of 400 MW, in the 4 summer months precisely
because the current accreditation system recognizes that the resource does not provide
800 MW of capacity in all hours of the day. During the remaining 8 months of the year
solar resources do not receive any credit or payment for capacity because the current
accreditation system recognizes that solar cannot dependably perform during the after-

dark hours, which is particularly critical during the winter months.
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Turning back to ISO-NE’s example, on an annual basis the 800 MW solar resource is
only paid one third of the amount that the 400 MW fossil-fueled resource is paid because
the solar accreditation methodology takes into account the actual performance of the solar
resource at times of the current system’s highest stress. The 400 MW fossil-fuel

resource, on the other hand, is paid for its full capacity regardless of how often or when it
is unavailable due to maintenance or forced outages, fuel unavailability, lengthy start-up

times, or prohibitively expensive fuel costs.

Though ISO-NE provides an example of a solar PV resource replacing a fossil-fueled
resource, 1ISO-NE also points out that solar PV has an ORTP of $0.00 in FCA 17.* Thus,
MOPR extension or not, solar PV will have unmitigated entry in FCA 17. While solar
PV’s ORTP value for FCA 18 is not yet known, even were the 1SO’s concern related to
solar replacement of fossil generation to be well founded—the MOPR extension will do
nothing to address it for at least one of its two years. Instead, as ISO-NE identified, the
resource types most likely to be subject to exclusion from the market due to the MOPR
extension are offshore wind and imports over a new transmission line.* Yet ISO-NE’s
own studies show that these resources provide some of the best reliability value to the
system during the cold winter conditions in which the region appears to face its greatest

reliability concerns.

For example, ISO-NE presented their Operational Fuel Security Analysis (“OFSA”) to

the NEPOOL Reliability Committee on January 24, 2018.4¢ In the OFSA 1SO-NE

4 Chadalavada Direct at 8 n.4.

4 Transmittal at 31; Chadalavada Direct at 10.

% 1SO-NE, Operational Fuel-Security Analysis (Jan. 17, 2018), https://www.iso-ne.com/static-
assets/documents/2018/01/20180117 operational fuel-security analysis.pdf.
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constructed twenty-three possible future scenarios and focused on a 90-day period from
December through February in the winter of 2024/2025. For each of these scenarios it
sought to quantify the extent to which the region would fall short of the energy needed to
meet demand (i.e., load shedding) or require emergency actions related to the risk of an
energy shortfall (i.e., OP-4 Actions). A total of nineteen scenarios resulted in load
shedding, including the one that ISO-NE labelled the “reference scenario” that included
no new offshore wind and no new imports. Among the four scenarios that did not result
in any load shedding, the common factor was an increase in the amount of supply that
was not dependent on gas pipelines—i.e., either new renewables, new imports, more
LNG, or some combination of these. In fact, the case that included a modest 1,370 MW
(nameplate) of new offshore wind and 1,000 MW of new imports was one of the best-

performing cases.*’

On April 27, 2018, 1ISO-NE posted a second OFSA presentation that contained an
analysis of additional scenarios requested by stakeholders as well as a sensitivity analysis
of the impact of changing individual variables in the analysis. The following figure shows
the change in the GWh of emergency OP-4 actions if the number of MWs (nameplate) of
different resource types were either increased or decreased from the reference case. The
outcome is most sensitive to changes in the amount of imports (red), with offshore wind
(green) and onshore wind (purple) as the next most impactful resources. PV (light blue)

has a small impact while gas (dark blue) has almost no impact whether it is increased or

471SO-NE, Operational Fuel-Security Analysis (Discussion with Stakeholders), at Slide 32 and App. A,
slide A16, Scenario “More Renewables” (Jan. 24, 2018) (30 MW of existing and 1,370 MW of new
offshore wind used in this scenario while only 30 MW of existing offshore wind included in the reference
scenario) (“I1SO-NE OFSA Presentation™), https://perma.cc/H46W-UD6W.
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decreased by as much as 2,000 MW. Thus, according to the ISO’s own analysis,

additions of imports and wind to the grid appear to be some of the most beneficial actions

the region could take to improve winter reliability.

Figure 4: Effect on Energy Shortages Due to Changes in Resource Capacity

Effect on Energy Shortages due to
Change in Resource Capacity
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E. The Current Accreditation Approach for Wind Remains Reasonable

Through the Transition Period

In December 2010, ISO published the New England Wind Integration Study (“NEWIS”),

looking at the system as forecasted in 2020 with a variety of scenarios for onshore and

offshore wind build out. One of the key questions that study sought to answer was

whether the ISO’s heuristic approach to determining qualified capacity value for onshore

and offshore wind was a reasonable approximation to the effective load-carrying

capability (“ELCC”) value of these resource types.
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The analysis in NEWIS found that at low levels of wind installations in the region, the
ISO-NE’s heuristic approach under-valued the capacity contribution of these resources.
However, as penetration rates for wind increased, NEWIS found that the capacity
contribution from these resources diminished until it was ultimately less than the current
heuristic approach. The crossover point found in NEWIS was when wind resources
provided approximately ten percent of the region’s energy, which in the various study
cases was between 4,400 MW and 5,200 MW of wind (nameplate), depending upon the
specific mix of wind projects included.*® This is depicted in the Figure 5 below from the
NEWIS report, in which “On-Peak CF” reflects the 1ISO’s current capacity accreditation

approach and “ELCC” reflects an ELCC accreditation approach.*®

8 GE Energy, Final Report: NEWIS, at 326 (Dec. 5, 2010) (Looking at the average results over three
years, at the 2.5% energy penetration the approximate calculation underestimates the capacity value by
about five percentage points, roughly 30% versus 35%. At the 20% penetration the effect is reversed.
Now the approximate method appears to overestimate the capacity value by five percentage points, 25%
versus 20%. The crossover appears to occur at roughly the 10% penetration level.”),
https://perma.cc/2MEM-TGWZ.

49 While the authors of this study thought they were modeling ISO's current capacity accreditation
approach (what they have labelled "On-Peak CF" in the figure), they actually made one seemingly small
but ultimately significant error which led to them over-estimating wind's qualified capacity values under
ISO's current methodology. The error is that they assumed ISO's approach used the generators' average
production level during the seasonal reliability hours, whereas the 1SO's approach actually uses the
median. See Clean Tariff—Effective May 30, 2022 8§ 111.13.1.2.2.2—- 111.13.1.2.2.2.2. ISO gave a
presentation to the Variable Resource Working Group in December 2015 demonstrating that in the case
of New England wind resources the median value is substantially lower than the average. See 1ISO-NE,
Intermittent Resource Review: Use of Median Output to Determine Qualified Capacity Values, at slide 9
(Dec. 7, 2015), https://perma.cc/9HVI-9E3Q. For the wind resources evaluated by ISO at that time, the
mean summer value was 43% higher than the median and the mean winter value was 9% higher than the
median. Had this error been corrected in the NEWIS report, it would have shown that the current
accreditation process further under-values wind presently, the cross-over point would be later, and then
the amount by which the current approach over-valued wind's capacity at 20% wind penetration would be
lower than shown. This means that the crossover point is likely to be later than 10% wind penetration,
which in turn means there’s more headroom before any of this becomes the potential problem that ISO-
NE is trying to claim already exists when it comes to offshore wind.
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Figure 5: Comparison of Capacity Values
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The ISO-NE wind fleet consists of nearly 1,500 MW (nameplate) today, meaning that the
crossover point at which 1 MW of wind qualified capacity using today’s qualification
methodology is worth less than 1 MW of capacity using the ELCC approach, would be
expected to occur once an additional 2,900 to 3,700 MW (nameplate) of wind is added to
the system. With 4,700 MW of offshore wind having been selected for contracts by the
New England states, it seems entirely appropriate that now is the time to begin evaluating
new approaches to capacity accreditation that can be used in the coming years. However,
the NEWIS report should give some comfort in that it finds that even though the capacity
value of wind varied across the study cases, it gives an “overall reasonable”
approximation even up to the twenty percent wind penetration level studied.3! This would
correspond to about 8 to 10 GW of wind installations, which far exceeds the level that

could enter the market in the FCA 17 and FCA 18 timeframe. The NEWIS report
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findings would therefore suggest that there is still time before a new accreditation
approach for wind would be necessary to implement.

F. ISO-NE’s history of mischaracterizing the source of reliability risks

In its comments filed with the Commission on March 9, 2018, focused on the OFSA
findings, ISO-NE repeatedly characterized renewables as exacerbating the system’s fuel
security problems (just as they have characterized renewables as exacerbating resource
adequacy risks in this filing) despite the OFSA results not showing this. The January 23,
2018 presentation of the OFSA results stated that a resource mix with “[h]igher levels of
LNG, imports, and renewables can minimize system stress and maintain reliability.”>
Yet in its March 9, 2018 comments ISO-NE stated “[t]he increasing shift away from
generators with on-site fuel to natural gas-fired generators relying on “just-in-time” fuel-
delivery infrastructure (or to generators using inherently variable fuel, in the case of wind
and solar) has further exposed the limitations of New England’s existing fuel-delivery
system and heightened the region’s fuel-security risk, particularly during the winter.”>*
When one looks at ISO-NE’s study findings, they show that increased offshore wind and
imports are beneficial to system reliability, but this would not be gleaned from reading
ISO-NE’s comments.

What is the basis for ISO-NE’s assertion that the transition mechanism is needed?
ISO-NE’s basis for the transition mechanism is unclear. Despite evidence to the
contrary, ISO-NE relies on the notion that the FCM must keep as many existing fossil

generators as possible to avoid resource adequacy shortages, even while it reports that

50 1SO-NE OFSA Presentation at Slide 13, bullet 6.
%1 Response of 1ISO-NE, at 6, Docket AD18-7-000, Accession No. 20180309-5121.
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about 3,700 MW of the capacity held by gas-only resources is not expected to be
available during cold winter conditions.>? ISO-NE admits that its system has faced
numerous supply challenges but has yet to describe an incident involving a Sponsored

Policy Resource.%®

Similarly, ISO-NE argues that allowing any amount of Sponsored Policy Resources
beyond the RTR exemption to bid in FCA 17 and FCA 18 will cause the market clearing
prices to decline and, consequently, spur inefficient retirements of existing fossil-fuel
resources.> However, on the other hand, it also argues that the same scenario could spur
retirements and/or delists that could increase clearing prices “in certain or all capacity

zones.”>®

Thus, I cannot determine a coherent basis for ISO-NE's claim that the transition
mechanism is needed, particularly since excluding Sponsored Policy Resources of the
type most likely to be excluded by the transition mechanism is antithetical to improving
ISO-NE’s resource adequacy.

Did ISO-NE perform an analysis to support its reliability concerns?

No, it has not, which explains its counterintuitive approach to meeting resource adequacy

requirements (i.e., restricting supply of reliable Sponsored Policy Resources).

521SO-NE, NEPOOL Participants Committee Report, at Slide 18 (PDF p. 178) (Oct. 7, 2021),
https://perma.cc/7YSL-LHSA4.

%3 Chadalavada Direct at 37.

5 Transmittal Letter at 36.

5 1d. at 44 n.163.
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ISO-NE admits that its “inefficient retirement” theory has not been studied.%® In fact,
ISO-NE has not performed an analysis of its system capabilities to quantify the reliability
benefits, if any, of the proposed two-FCA cycle delay of MOPR reforms. Also, ISO-NE
has not demonstrated that its Markets Committee Proposal to exempt state-sponsored
resources from buyer-side mitigation rules cannot be achieved reliably starting in FCA
17.57 In contrast, ISO-NE has previously acknowledged that exempting state-sponsored

resources from its buyer-side mitigation rules is feasible.%®

As a substitution for its own analysis, ISO-NE points to the root cause analysis of the
extreme weather events in California during the summer of 2020 to suggest that the
transition mechanism is necessary to avoid similar consequences in ISO-NE. ISO-NE
points to supply shortfall during net peak load hours, imprecise Net Qualified Capacity
values for wind and solar resources, and the retirement of Once-Through Cooling
generators as issues that the transition mechanism could potentially help it avoid. ISO-NE
simply states that “many of the same conditions that led to California’s August 2020
outages have the potential to arise in New England,”>® but provides no basis of
comparison between the New England and California systems to demonstrate how

similar they are nor the potential timing of these conditions arising here (i.e., might they

% Chadalavada Direct at 17-18.
5" December 2021 Markets Committee Meeting (“Markets Committee Proposal’), https://www.iso-
ne.com/static-assets/documents/2022/01/a02a_mc 2022 01 11-

12 mopr removal iso tariff redlines revl.docx.

%8 |SO-NE, Executive Vice President and Chief Operating Officer Memorandum to NEPOOL
Stakeholders, at 5 (PDF p. 200) (Jan. 26, 2022), https://perma.cc/H9ZS-JLAG.
% Chadalavada Direct at 21:1-2.

31


https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_tariff_redlines_rev1.docx
https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_tariff_redlines_rev1.docx
https://www.iso-ne.com/static-assets/documents/2022/01/a02a_mc_2022_01_11-12_mopr_removal_iso_tariff_redlines_rev1.docx
https://perma.cc/H9ZS-JLAG

10

11

12

13

14

15

16

17

DIRECT TESTIMONY OF ABIGAIL KRICH
DOCKET NO. ER22-1528-000

arise during the transition period or rather is this something that has the potential to occur

on a longer-term basis?).

ISO-NE also references its 2050 Transmission Study which is currently underway. In this
study, ISO-NE utilized one of the eight scenarios developed as part of a Massachusetts
study of deep decarbonization pathways for the year 2050 as the basis for its modeling
assumptions. The 2050 Transmission Study looked at system operating conditions under
12 “snapshots” of varying system conditions and found that in all of them “the dispatch
of fossil-fueled generation would be necessary to achieve a load-generation balance.”®°
ISO did not, however, quantify how much fossil-fueled generation would be necessary to
achieve this balance. Based in part on this finding, ISO-NE believes that delaying the
MOPR elimination for Sponsored Policy Resources is warranted “so as to avoid the
inefficient loss of resources that may well be necessary to reliably operate the system
well into the future, as part of the transforming resource mix.”5:

Will the transition mechanism favor certain resource types over others?

Yes. ISO-NE’s explanation for needing the transition mechanism is based on its
preference for retaining the existing fossil-fuel resources.®? While 1ISO-NE’s tariff

provides provisions to address circumstances that might compromise its ability to secure

6 Chadalavada Direct at 17:8-9.

1 1d. at 17:9-11.

62 1d. (justifying the two-year delay by stating that “the dispatch of fossil-fueled generation” in the FCM is
necessary now and in the future); id. at 14:8-9 (stating that “existing thermal resources provide additional
benefits to the system given their dispatchable and controllable nature.”); Transmittal Letter at 36—-37
(comparting solar resources to fossil-fuel generators while only highlighting the limitations of solar
technology); id. at 37 (using example stating that fossil-generation can provide its nameplate capacity
without recognizing deficiencies such as outages and fuel supply shortages); id. at 36 (stating existing
resources that have “important reliability benefits for the region” verses intermittent resources, which
“currently have only limited or no storage capabilities.”).
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sufficient capacity, it seeks to only apply those provisions when existing fossil-fuel
generators are involved. For example, ISO-NE claims that it cannot rely on new
resources to replace existing resources (despite this being one of the underlying tenets of
the FCM) because new resources might not achieve commercial operation on time.
However, ISO-NE ignores that its tariff has a rigorous qualification process to assess the
viability of projects and the probability that they will be able to deliver timely.%® Further,
should there be delays among new resources that clear in an FCA, the market rules have
mechanisms to replace that capacity through the reconfiguration auctions as has been

done many times before (to the extent alternative uncommitted capacity is available).

Further, ISO-NE places unreasonable expectations on Sponsored Policy Resources,
particularly since it admits that “state-sponsored resources are more likely than other
resources to achieve commercial operation.”®* In its example using the 104 MW supply
shortfall that would occur if its anticipated state-sponsored projects are delayed, ISO-NE
assumes that all six projects will not achieve commercial operation on time. As |
described above, ISO-NE's assumption is implausible. The transition mechanism will
exclude capable and reliable resources from meeting the region’s resource adequacy

requirements in the FCM.

63 See Clean Tariff—Effective May 30, 2022 § 111.13.1.1.2.4. (Evaluation of New Capacity Qualification
Package).
64 Chadalavada Direct at 47:8-9.
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Do you agree with ISO-NE’s contention that it lacks the tools to quantify whether the
transition mechanism is needed to mitigate reliability concerns?

No. ISO-NE has performed sufficiently indicative studies, such as the OFSA and NEWIS
studies that I discussed above, and none has concluded that the Sponsored Policy
Resources most likely to be excluded from the market during this delay period would
heighten reliability risks if allowed to enter. Thus, ISO-NE not only has the tools to
quantify the impact of and need for the transition mechanism but also has already used
them to perform studies that have demonstrated the particular Sponsored Policy
Resources in question will provide substantial resource adequacy and system reliability
benefits to its system.

Will the transition mechanism lessen or, instead, heighten the reliability risk that
ISO-NE has identified in its service territory?

The transition mechanism will likely heighten the very reliability risks that ISO-NE
claims it is designed to mitigate for two reasons, which I will walk through here.

G. Incentive for Sponsored Policy Resources to Offer Capacity in FCA

17
First, were the ISO’s Markets Committee Proposal without a delay to be implemented,
Sponsored Policy Resources would not feel any MOPR-related pressure to attempt to
enter the market prematurely, as they would be guaranteed exemption from buyer side
market power mitigation beginning in FCA 17 and for all subsequent auctions. Even a
project that may potentially be able to reach commercial operation prior to June 1, 2026

(the start of the capacity commitment period associated with FCA 17) but more

realistically expects to be commercial by June 1, 2027 (the start of the Capacity
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Commitment Period associated with FCA 18) would have no MOPR-related reason to
rush into participation in FCA 17 as it would be confident in its ability to enter the market

unmitigated when it was ready in FCA 18.

Conversely, under the 1SO’s actual proposal that includes a two-year delay in which the
MOPR still applies with just a limited RTR exemption, there is a significant incentive for
certain Sponsored Policy Resources in the above situation to enter the market in FCA 17
even if that is premature. The reason for this is that the FCA 17 ORTP values for onshore
wind, solar PV, and battery energy storage are $0.00, $0.00, and $0.789/kW-month,
respectively. Onshore wind and solar are guaranteed to be able to clear their offers in
FCA 17 regardless of the MOPR extension, as the clearing price cannot fall below their
$0.00/kW-month ORTP. While technically it is possible that the MOPR could limit
battery energy storage projects from clearing in FCA 17, in practice this appears
implausible given that the lowest price at which any FCA has cleared to date is
$2.001/kW-month, more than two and a half times the battery ORTP value. In short,
these Sponsored Policy Resources can be confident that their offers will not be mitigated

in FCA 17.

The same cannot be said for FCA 18. In spring 2023, the IMM will perform the annual
adjustment to its ORTP values for FCA 18 as specified in Section 111.A.21.1.2(e) of the
Tariff, just as it did at the end of March 2022 for FCA 17. This will include adjustments
to the capital cost assumptions, REC revenue assumptions, energy and ancillary service
revenue assumptions, investment tax credit (“ITC”) assumptions, and the bonus tax

depreciation assumption. If Bloomberg’s LCOEs, used to adjust the capital cost
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assumption for these particular technologies, continue to rise this year, as Bloomberg
reported it did from the first half of 2021 through the second half of 2021 (the FCA 17
values are based on data through the first half of 2021),% or if fuel prices come back
down in a year such that the energy and ancillary service revenue assumption is lower,
either of those could lead to higher ORTP values for batteries in FCA 18. Solar and
onshore wind also could potentially have higher ORTP values in FCA 18 based on those
two adjustments as well as if REC prices were to recede in the next year, and due to the

prescribed ITC stepdown for solar.

No market participant can know prior to FCA 17 what the outcome of that ORTP update
for FCA 18 will be. But any developer of these resources would be aware of the risk that
if they do not clear in FCA 17, they may be limited by their ORTP in FCA 18. % With the
possibility that the RTR cap would be exceeded in FCA 18, this developer would then be
faced with the decision of clearing in FCA 17, knowing that the market rules do not
penalize a resource for being delayed by up to two years,®” or waiting for FCA 18 and

risking that their capacity offer would be prorated that year. The calculus indicates that

& Will Wade, Power Plants Get More Expensive But Renewables Still Cheapest, Bloomberg (Dec. 21,
2021), https://perma.cc/B6B7-D5UY.

% Such a developer, if it submitted its Interconnection Request between June 1, 2020 and May 31, 2021
would also be aware that the Capacity Network Resource (“CNR”) portion of their Interconnection
Service request would expire following FCA 18 such that they would need to submit a new CNR-Only
Interconnection Request and receive a queue position at the end of the queue for use in the FCA 19
qualification process. Though the MOPR would not prevent the resource from clearing in FCA 19, the
risk of losing the project’s queue priority for purposes of the overlapping impact test in the FCA 19
qualification process would be a strong incentive for the resource to attempt to clear before its initial CNR
request expired. Without any certainty as to whether it would be able to clear in FCA 18 due to the
unknown ORTPs for that year, this would be a further reason that such a developer would be interested in
clearing in FCA 17.

67 Any additional financial assurance requirements during this delay would be returned to the project
sponsor upon FCM Commercial Operation.
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clearing in FCA 17 would be the prudent choice from a developer’s perspective but
would exacerbate the very risk that ISO-NE purports to be addressing with the delay.

H. Removal of the CASPR Test Price

Second, while the 1SO proposes to set a cap of no more than 700 MW of Sponsored
Policy Resources clearing through the RTR exemption during the two-year delay, it also
eliminates the test price provisions from the CASPR Substitution Auction during this

time.

Removal of the test price provision would allow an unknown quantity of SPRs to
displace existing generation in FCA 17 and FCA 18. Removing the test price provision
would allow any existing resource to clear in the FCA and then attempt to retire through
participation in the Substitution Auction to get a severance payment that would be paid
for by the Sponsored Policy Resources gaining entry to the market. No cap exists on the
number of megawatts that may transact in the Substitution Auction and any such
transactions would carry with them precisely the same concerns the 1SO describes as the
basis for the delay. In other words, an unknown quantity of SPRs could displace existing
generation through this mechanism during the “transition” period, no different in effect
from the immediate elimination of the MOPR; the only difference between the two would
be that in the former there would be a transfer payment from the entering Sponsored

Policy Resources to the retiring resources that would not occur in the latter.

ISO-NE appears to argue that this is not a risk it is concerned about because in the four-
year history of CASPR only 54 MW of capacity has been transferred this way, without

acknowledging that the only successful CASPR transaction occurred in the one year in
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which there was no test price provision. The ISO dismisses the possibility that CASPR
might be successful during the two-year delay period with the removal of the test price
provision.®® And yet, they also state that the reason for eliminating the test price during
the delay period is that “doing so may be a way to facilitate more participation by

existing resources in the substitution auction.”%°

The transition mechanism filed by the ISO, including the elimination of the test price
provisions, was developed by Vistra in the stakeholder process and ultimately sponsored
by Dynegy, a subsidiary of Vistra, Calpine, and Nautilus.® It is instructive to go back to
the source to see the original intent behind the inclusion of the test price elimination in

the proposal.’

In Vistra’s presentation to the Markets Committee, the removal of the test price was
intended to “facilitate additional CASPR participation.”’?> With FCA clearing prices in
recent years being at historic lows, the presentation notes that “the test price has become
an impediment to any existing resource being able to participate in the substitution
auction” and was thus “limiting participation.””® According to the 1ISO’s 2021 CELT
Report (2021-2030 Forecast Report of Capacity, Energy, Loads, and Transmission), the
sponsors of this proposal are the Lead Participants of a total of 7.3 GW (nameplate) of

generation in New England that will be treated as existing capacity in FCA 17, with a

68 Transmittal Letter at 66 n.258.

%9 1d. at 68.

0 Nautilus is a Related Person to Essential Power Newington, LLC and Revere Power, LLC, which are
each shown as Lead Participants of existing gas-fired generators in Appendix A.

" Vistra, MOPR Transition Proposal (Oct. 21, 2021), https://www.iso-ne.com/static-
assets/documents/2021/10/a02a_ii_mc_2021 10 21 vistra_draft_proposal.pptx.

21d. at Slide 22.
31d. at Slide 37.

38


https://www.iso-ne.com/static-assets/documents/2021/10/a02a_ii_mc_2021_10_21_vistra_draft_proposal.pptx
https://www.iso-ne.com/static-assets/documents/2021/10/a02a_ii_mc_2021_10_21_vistra_draft_proposal.pptx

10

11

12

13

14

15

16

17

18

19

20

21

22

DIRECT TESTIMONY OF ABIGAIL KRICH
DOCKET NO. ER22-1528-000

summer capacity value of approximately 6.6 GW, as shown in Appendix A. All of this is
natural gas-fired combined cycle generation (1.3 GW of this appears to be dual fuel) built
between 1993 and 2004. If there are any market participants familiar with whether the
test price has presented a barrier to participation in CASPR and whether its removal
during this two-year transition period would allow them to meaningfully participate
during that time, | expect these three participants are among them. Notably, these existing
resources would be eligible to use the CASPR provisions over the two-year delay period

to retire with a severance payment.

In FCA 16, just over 1 gigawatt of existing generation elected to submit a Substitution
Auction Demand Bid and just shy of 4 gigawatts of new SPRs elected to submit
Substitution Auction supply offers. Though none of these transactions cleared in FCA 16,
the interest appears to be there. If the test price is removed, the volumes that could clear
in the Substitution Auction during the delay period could eclipse the RTR exemption cap,
leading to the same outcome that ISO-NE stated a desire to avoid. Perhaps this would
even accelerate the risk ISO-NE is concerned about, by offering a payment to retiring

resources that is limited to this two-year period.

In all past Substitution Auctions, existing resources considering retirement expected to
have an unlimited number of future chances to exit the market through CASPR so there
was no particular rush to make the trade in any given year. Yet with the proposed
transition mechanism, a two-year clock has been started for these resources and they now
have only two chances, in FCA 17 and FCA 18, to exit the market with a payment. That

could be just the incentive some resources need to bid in a way that would clear during
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this transition. The ISO’s support of the delay proposal appears to be predicated on the
idea that it will prevent exactly these types of substitution transactions from occurring in
large volumes in FCA 17 and FCA 18, yet the transition mechanism, if anything, appears

to open the door wider for them to occur.

If the Commission directs ISO-NE to refile its application, will ISO-NE have enough
time to use the new tariff changes for FCA 17?

l. FCA 17 Auction Schedule
Yes. The current FCA 17 schedule, revised to address the cascading effect of delays to
FCA 16, has the FCA 17 auction commencing on March 6, 2023, one month later than its
original schedule.” Due to the delays that have already been made to the FCA 17
schedule, there is more time this year to finalize certain auction rules while minimizing

any resulting auction schedule impact.

If the Commission issues an Order on May 27, 2022, directing ISO-NE to refile its tariff
on or before July 28, 2022, and the Commission accepted the revised filing on or before
September 26, 2022, ISO-NE could use the revised tariff to conduct FCA 17.

J. Accommodations For Retirement and Delist Bids
According to the current auction schedule, retirement and permanent delist bids are due
by May 6, 2022, with the IMM’s review of these bids ending on July 13, 2022. Following
the IMM review, these resources will have through July 20, 2022, to elect conditional or
unconditional treatment, after which the 1ISO will review for related reliability needs

through September 20. These resources will then have until October 7 to decline their

™1S0-NE, Forward Capacity Auction 17 Schedule — Capacity Commitment Period: 2026-2027 (Mar.
23, 2022), https://perma.cc/3R7TW-EFQP.
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capacity being retained for reliability, if identified for such retention. Meanwhile, the

IMM will make its informational filing to the Commission on August 10.

Clearly the outcome of this proceeding and any revised tariff could influence the
permanent and retirement delist decisions participants would wish to make over the
course of this process. Some flexibility would be needed to allow these existing resources
the ability to reflect such an eventuality in their bids and ensuing elections. ISO-NE
resolved a similar situation last year, so a successful model for this type of flexibility is

already in place.

ISO-NE and NEPOOL made their jump ball filing with alternative sets of ORTP values
for FCA 16 on April 7, 2021 (Docket No. ER21-1637). This was after the March 12,
2021 close of the FCA 16 retirement and permanent delist bid window. The
Commission’s decision in that docket was requested by June 8, 2021, which was after
June 3, 2021, when the IMM would conclude its review of the permanent and retirement
delist bids. Due to the need to move forward in the process, the uncertainty about what
set of ORTP rules would be applied to new resource entry, and the recognition that this
could impact existing resources’ permanent and retirement bid elections, the IMM
provided the ability for existing capacity resources to submit flexible, contingent

permanent and retirement delist bids for FCA 16.

This flexibility was detailed in a memo from the IMM to the NEPOOL Participants

Committee on March 3, 2021, just seven business days before those retirement and
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permanent delist bids would be due.” From that memo, “IMM now clarifies how a
Market Participant may submit Retirement De-List Bids, Permanent De-List Bids and test
prices for FCA 16 by the submission deadline that are conditional upon the outcome of
the ORTP jump ball regulatory proceeding. While Market Participants must commit to a
delist bid submission by the deadline, Market Participants may submit a Retirement De-
List Bid, Permanent De-List Bid and/or test price that is effective under one or more
scenarios described below and may chose [sic] specific scenarios where no delist bid is to
be applied.”® The three scenarios were that (1) the Commission approved the 1SO’s
proposal, (2) the Commission approved the NEPOOL proposal, and (3) the Commission

rejected both or approved a combination of the proposals.

A similar approach to that which was used successfully last year could be applied to the
FCA 17 process without changing any of the dates in the current FCA 17 schedule. The
ISO’s filing in this case, which begins the process of determining which offer floor price
mitigation will apply for FCA 17, has been submitted 31 days prior to the close of the
retirement and permanent delist bid window. In contrast, last year the equivalent filing
that started the process of determining the FCA 16 ORTP values was made 26 days after
the close of that delist bid window. As a result, the market would be in better shape this
year to have earlier certainty around the outcome of the regulatory process and which set
of retirement or permanent delist bids to use than last year when this process was

successfully used.

S NEPOOL, ISO-NE Memorandum to NEPOOL Participants Committee (PDF p. 286) (Feb. 25, 2021),
https://perma.cc/NS44-3M2V.
6 1d.
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K. Accommodations for New Resource Qualification
In addition to considering how this uncertainty impacts existing resources, there is also
the new resource qualification process to consider. New capacity resources are required
to submit their FCA 17 Show of Interest by June 6, 2022, one week after the
Commission’s decision has been requested in this proceeding. The outcome of this
proceeding would not be expected to change anything regarding the contents of such
Show of Interest submittals. New capacity resources must then submit their qualification
packages by July 27, 2022, at which point ISO-NE’s compliance proposal would be
known, though potentially not yet approved and effective. Under the current Tariff,
under the ISO-NE’s filed delay proposal, and in the case of new resources that would not
qualify for an exemption from the limited buyer side mitigation under the 1SO’s Markets
Committee Proposal to stakeholders that did not include the delay, requests for resource-
specific offer floor prices below the default FCA 17 ORTP values must be submitted as
part of the qualification package along with supporting documentation. Were the
Commission to reject the ISO’s instant filing and direct them to re-file, such requests for
individual offer floor prices and supporting documentation could be provided, as desired,

by new resources as part of their qualification packages according to the current Tariff.

Under the 1SO’s Markets Committee Proposal that they brought through the stakeholder
process, which did not include the delay, resources seeking an exemption from the
limited buyer side mitigation must submit a Load-Side Relationship Certification and/or
documentation demonstrating lack of incentive to exercise buyer-side market power. If
the ISO accepts this certification and/or lack of incentive, the resource would not be

subject to the limited buyer side market power mitigation. Were the Commission to direct
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ISO to re-file its Tariff as described above, such a compliance filing could include a one-
time provision for FCA 17 allowing for the submittal of these certifications and
demonstrations within one week of the Commission’s acceptance of that filing, by

October 3, 2022.

The ISO would notify new capacity resources of their qualification acceptance/denial and
their offer floor price on November 10, 2022, 45 days after the Commission might accept
a compliance filing as described above. Under the ISO’s Markets Committee Proposal
without the delay, the 1SO would also include their determination as to whether the
resource satisfies any of the buyer side market power exemptions. Under the hypothetical
compliance filing just described, the ISO would have 38 days between the submittal of
the certifications or demonstrations and the notification of qualification to determine
which new resources would be exempted from the buyer side mitigation under these
provisions. Also, during this time, the IMM would need to determine which other
resources would be exempt from the limited buyer side mitigation, such as resources with
less than 5 MW of capacity or passive demand resources. Had a resource that was
determined to be exempt during this time previously submitted a request for an individual
offer floor price as part of its qualification package, that request would become moot.
Finally, for those resources to which the limited buyer side mitigation ultimately applied,
the IMM would have been given all the necessary information to determine an offer floor

price as part of the qualification package.

It therefore appears that ISO would be able to apply the new Tariff for the FCA 17

qualification process with little impact on the auction schedule laid out, except for
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creating a one-time window for the submittal of certifications and demonstrations that
would otherwise normally be submitted along with the qualification package.
If the Commission directs ISO-NE to refile its application, will ISO-NE be required
to recalculate Cost of New Entry (“CONE”) and Net CONE as part of its revised
filing?

L. Calculation of CONE and Net CONE
No. As part of ISO-NE’s Markets Committee Proposal, which did not include a transition
mechanism, it calculated an adjustment to the CONE and Net CONE values for FCA 17.
This is the only substantive component of that Markets Committee Proposal that was not
included in ISO’s ultimate filing to the Commission. Section 111.13.2.4.2(b) of that
Markets Committee Proposal read, “Prior to applying the annual adjustment described in
this Section 111.13.2.4.2 for the Capacity Commitment Period beginning on June 1, 2026,
CONE will be increased by $1.391/kW-month and Net CONE will be increased by
$1.197/kW-month to reflect the elimination of the Offer Review Trigger Price
mechanism applicable to New Capacity Resources in the Forward Capacity Market.”"’
This adjustment was the result of an evaluation performed by the External Market
Monitor that underwent extensive stakeholder review. Were the Commission to direct
ISO-NE to submit a revised filing without the delay, such as the proposal that they
brought through the stakeholder process, I believe that it would be appropriate for 1SO-

NE to include this piece of its Markets Committee Proposal in its revised tariff filing.

" Markets Committee Proposal.
81d. § 111.13.2.4.2 (Interim-Year CONE and Net CONE Adjustment).
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Otherwise, the Tariff currently requires ISO-NE to recalculate CONE and Net CONE at
least once every three years.”® The next three-year adjustment is required by FCA 19,
though ISO has indicated that it may file a proposal to delay this recalculation until FCA
21.80

Does that complete your testimony?

Yes.

1d. § 111.A.21.1.2 (Calculation of Offer Review Trigger Prices).
8 1SO-NE Update 2022 Annual Work Plan Presentation, at PDF p. 200, Slide 8.
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WINTER SCC EXBECTED)
ASSET NAME GEN"IVPE PRI_:C::EL AL:vil;EL IN-SERVICE DATE LEAD PARTICIPANT NAME RSP AREA NAI(VINE“I;;)ATE \ (Mw) SUMM(E';‘:IE)AK SCC
GRS Jul 1, 2021
MASS POWER cC NG 7/1/1993 Dynegy Marketing and Trade, LLC WMA 270.655 279.800 248.217
ANP-BLACKSTONE ENERGY 1 cC NG 6/7/2001 Dynegy Marketing and Trade, LLC RI 289.000 280.751 242.157
ANP-BLACKSTONE ENERGY 2 ccC NG 7/13/2001 Dynegy Marketing and Trade, LLC RI 289.000 278.812 240.227
LAKE ROAD 1 cc NG 3/15/2002 Dynegy Marketing and Trade, LLC CcT 289.000 295.032 276.807
LAKE ROAD 2 cc NG 3/15/2002 Dynegy Marketing and Trade, LLC CcT 289.000 307.881 274.126
LAKE ROAD 3 cc NG 5/22/2002 Dynegy Marketing and Trade, LLC CcT 289.000 295.108 272.874
MILFORD POWER 1 cC NG 2/12/2004 Dynegy Marketing and Trade, LLC SWCT 289.000 295.647 270.340
MILFORD POWER 2 cC NG 5/3/2004 Dynegy Marketing and Trade, LLC SWCT 289.000 289.707 263.590
ANP-BELLINGHAM 1 cC NG 10/24/2002  |Dynegy Marketing and Trade, LLC RI 289.000 299.779 260.596
ANP-BELLINGHAM 2 cc NG 12/28/2002  |Dynegy Marketing and Trade, LLC RI 289.000 298.604 261.569
MAINE INDEPENDENCE STATION 1 cc NG 5/1/2000 Dynegy Marketing and Trade, LLC BHE 275.655 272.347 248.019
MAINE INDEPENDENCE STATION 2 cc NG 5/1/2000 Dynegy Marketing and Trade, LLC BHE 275.655 272.347 248.019
WESTBROOK ENERGY CENTER G1 cc NG 4/13/2001 Calpine Energy Services, LP SME 276.548 285.903 267.578
WESTBROOK ENERGY CENTER G2 cc NG 4/13/2001 Calpine Energy Services, LP SME 276.548 285.903 267.578
FORE RIVER 11 cc NG DFO 8/4/2003 Calpine Energy Services, LP SEMA 436.165 403.005 356.700
FORE RIVER 12 cc NG DFO 8/4/2003 Calpine Energy Services, LP SEMA 436.165 403.005 356.700
GRANITE RIDGE ENERGY 1A cc NG 4/1/2003 Calpine Energy Services, LP NH 395.250 369.636 331.046
GRANITE RIDGE ENERGY 1B cc NG 4/1/2003 Calpine Energy Services, LP NH 395.250 369.636 331.046
EP NEWINGTON ENERGY, LLC cC NG DFO 9/18/2002 Essential Power Newington, LLC NH 605.823 633.700 559.668
BRIDGEPORT ENERGY 1 cC NG 8/1/1998 Revere Power, LLC SWCT 536.350 577.128 490.127
TIVERTON POWER cC NG 8/18/2000 Revere Power, LLC SEMA 273.700 299.746 264.827
RUMFORD POWER ¢ NG 10/16/2000 | Revere Power, LLC ME 272.850 269.091 244.281

Total: 7,327.613 7,362.568 6,576.092
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FEDERAL ENERGY REGULATORY COMMISSION

ISO New England Inc. Docket No. ER22-1528

WRITTEN TESTIMONY OF

DR. KATHLEEN SPEES and DR. SAMUEL A. NEWELL

Economic Impacts of the Minimum Offer Price Rule
within the ISO-NE Capacity Market

l. INTRODUCTION AND QUALIFICATIONS

Our names are Dr. Kathleen Spees and Dr. Samuel A. Newell. We are employed by The Brattle
Group as Principals. We submit this affidavit on behalf of RENEW Northeast, Natural
Resources Defense Council, Sierra Club, Conservation Law Foundation, Acadia Center, the
Environmental Defense Fund, Sustainable FERC Project, Massachusetts Climate Action
Network, PowerOptions, E2 (Environmental Entrepreneurs), and American Clean Power
Association (collectively “Clean Energy and Consumer Advocates”).

Our qualifications as experts derive from our extensive experience evaluating capacity markets
and related market design questions. Our experience working for system operators across North
America and internationally has given us a broad perspective on the practical implications of
nuanced capacity market design rules under a range of different economic and policy
conditions.*

We are familiar with the Independent System Operator of New England (“ISO-NE”) Forward
Capacity Market (“FCM™), including the history of the Minimum Offer Price Rule (“MOPR”)

1 We have worked with regulators, market operators, and market participants on matters related to resource
adequacy and investment incentives in PJM Interconnection, ISO New England, New York, Ontario, Alberta,
California, Texas, Midcontinent ISO, Italy, Russia, Greece, Singapore, and Australia.
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and its predecessor rule the Alternative Pricing Rule (“APR”) from the conception of the FCM
up through the current form as implemented along with the Competitive Auctions with
Sponsored Policy Resources (“CASPR”) mechanism. We have supported ISO-NE, the New
England Power Pool (“NEPOOL”), and stakeholders in many aspects of FCM design and
evolution. Examples of our experience include a review of FCM effectiveness and performance
including an assessment of the APR (conducted alongside ISO-NE’s internal market monitoring
unit);? the estimation of the Offer Review Trigger Prices (“ORTPs”) utilized in the
implementation of the MOPR;? the development of a system-wide sloping demand curve to
replace the prior vertical demand curve and price floor;* estimation of the Net Cost of New Entry
(“Net CONE”) parameter utilized in FCM;® development of a range of market-based solutions
for addressing winter reliability needs; and support to several NEPOOL and New England state
efforts to align the FCM with states’ policy requirements.®

We have examined the economic impacts of MOPR variations in several other capacity markets
as well. We have previously submitted testimony before the Federal Energy Regulatory
Commission (“FERC”) on the economic effects of MOPR in both PJM Interconnection (“PJM”)
and New York Independent System Operator (“NYI1SO”) capacity markets, included as
Attachment A to this testimony. In New York, we have conducted analyses on behalf of the
New York State Energy Research and Development Authority (“NYSERDA”) and the New
York State Department of Public Service (“NYSDPS”) to analyze the costs of Buyer Side

2 See Sam Newell, Metin Celebi, & Attila Hajos, Review of the Forward Capacity Market Auction Results and
Design Elements, ISO-NE Market Monitoring Unit (June 2009), https://www.brattle.com/wp-
content/uploads/2017/10/6212_iso_ne_internal_market _monitoring_unit_review_june 5 2009.pdf.

3 See Samuel A. Newell, J. Michael Hagerty, & Quincy X. Liao, 2013 Offer Review Trigger Prices Study, The
Brattle Group (Oct. 2013), https://www.brattle.com/wp-content/uploads/2017/10/6095 2013
offer_review_trigger_prices_study newell _hagerty liao_isone_oct_2013.pdf.

4 See Testimony of Dr. Samuel A. Newell and Dr. Kathleen Spees on Behalf of 1ISO New England Inc. Regarding A
Forward Capacity Market Demand Curve (Apr. 1, 2014), https://www.brattle.com/wp-
content/uploads/2021/08/939 brattle system_demand_curve_testimony newell spees_0414.pdf.

5> See Testimony of Dr. Samuel A. Newell and Mr. Christopher D. Ungate on Behalf of 1ISO New England Inc.
Regarding the Net Cost of New Entry for the Forward Capacity Market Demand Curve (Apr. 1, 2014),
https://www.brattle.com/wp-content/uploads/2021/08/967_testimony_of dr._samuel_a._newell

and_mr._christopher_d._ungate_on_behalf_of iso_ne_inc._040114.pdf.

& See Kathleen Spees, The Integrated Clean Capacity Market, The Brattle Group (Oct. 1, 2020),
https://www.brattle.com/wp-content/uploads/2021/05/20353 the_integrated clean_capacity market.pdf;
Kathleen Spees et al., A Dynamic Clean Energy Market in New England, The Brattle Group (Nov. 2017),
https://www.brattle.com/wp-content/uploads/2021/06/11819 a_dynamic_clean_energy market in_new_england-

1.pdf.
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https://www.brattle.com/wp-content/uploads/2021/08/939_brattle_system_demand_curve_testimony_newell_spees_0414.pdf
https://www.brattle.com/wp-content/uploads/2021/08/967_testimony_of_dr._samuel_a._newell_and_mr._christopher_d._ungate_on_behalf_of_iso_ne_inc._040114.pdf
https://www.brattle.com/wp-content/uploads/2021/08/967_testimony_of_dr._samuel_a._newell_and_mr._christopher_d._ungate_on_behalf_of_iso_ne_inc._040114.pdf
https://www.brattle.com/wp-content/uploads/2021/05/20353_the_integrated_clean_capacity_market.pdf
https://www.brattle.com/wp-content/uploads/2021/06/11819_a_dynamic_clean_energy_market_in_new_england-1.pdf
https://www.brattle.com/wp-content/uploads/2021/06/11819_a_dynamic_clean_energy_market_in_new_england-1.pdf

Mitigation and potential expansions thereof, and to evaluate resource adequacy alternatives.’ In
PJM we have developed several studies and testimonies related to the MOPR, including a 2012
testimony on behalf of the Competitive Markets Coalition of generating companies seeking to
refine and strengthen PJIM’s MOPR in its original purpose to prevent and mitigate the exercise of
buyer market power;® a 2018 testimony on the need for competitive and self-supply exemptions
to MOPR;® a 2020 testimony on behalf of PJM on developing economic estimates of offer floor
prices to implement its MOPR rules; and studies on behalf of the New Jersey Board of Public
Utilities (“*NJ BPU”) and the Maryland Energy Administration (“MEA”) to analyze the costs of
MOPR and to assess alternative approaches for supporting resource adequacy in those states.? In
Alberta, Ontario, and Singapore, we have supported the market operators to develop capacity
market rules to identify and prevent the exercise of buyer side market power in their proposed
implementations of capacity markets.

Dr. Spees is an economic consultant with expertise in wholesale electric energy, capacity, and
ancillary service market design and analysis. She earned a Ph.D. in Engineering and Public
Policy, an M.S. in Electrical and Computer Engineering from Carnegie Mellon University, and a
B.S. in Mechanical Engineering and Physics from lowa State University (CV attached as
Attachment B). Dr. Newell is an economist and engineer with 23 years of experience analyzing
and modeling electricity wholesale markets, the transmission system, and ISO/RTO market
designs. He earned a Ph.D. in Technology Management and Policy from the Massachusetts

7 See Kathleen Spees, Samuel Newell, & John Imon Pedtke, Qualitative Analysis of Resource Adequacy Structures
for New York, The Brattle Group (May 19 2020), http://www.brattle.com/wp-
content/uploads/2021/05/18987_qualitative analysis_of resource adequacy_structures for_new_york.pdf.

8 The Competitive Markets Coalition’s Supporting Comments, at Attach. A, Affidavit of Dr. Samuel A. Newell on
Behalf of the “Competitive Markets Coalition” Group Of Generating Companies (supporting PJM’s proposed
tariff revisions to change certain terms regarding the Minimum Offer Price Rule in the Reliability Pricing Model),
Docket No. ER13-535-000 (Dec. 28, 2012), Accession No. 20121228-5253 (“Affidavit of Dr. Samuel A. Newell
on Behalf of the Competitive Markets Coalition”).

® Comments of Dominion Energy Services, Inc., at Affidavit of Kathleen Spees and Samuel A. Newell In Support
of Dominion Energy Services, Inc., Regarding the Need for a Self-Supply Exemption from Minimum Offer Price
and Other Policy-Supported Resource Rules, Docket Nos. EL16-49-000 et al. (Oct. 2, 2018), Accession No.
20181002-5292.

10 See Alternative Resource Adequacy Structures for New Jersey: Staff Report on the Investigation of Resource
Adequacy Alternatives, Docket #£020030203, Staff of NJ BPU and The Brattle Group (June 2021),
https://nj.gov/bpu/pdf/reports/NJ%20BPU%20RA%20Investigation%20(Final).pdf; and Kathleen Spees, Sam
Newell et al., Alternative Resource Adequacy Structures for Maryland: Review of the PIJM Capacity Market and
Options for Enhancing Alignment with Maryland’s Clean Electricity Future, The Brattle Group (Mar. 2021),
https://energy.maryland.gov/Reports/Alternative%20Resource%20Adequacy%20Structures%20for%20Maryland
%20Final%20Brattle%20Study%20March%202021.pdf.
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Institute of Technology, an M.S. in Materials Science and Engineering from Stanford University,
and a B.A. in Chemistry and Physics from Harvard College (CV attached as Attachment C).

l. THE APPLICATION OF MOPR TO SPONSORED POLICY RESOURCES IN
ISO-NE IS BASED ON FLAWED REASONING

As we testified in our recent filings before FERC related to similar rules in PJM and NYISO, the
application of a MOPR to sponsored policy resources is based on flawed economic reasoning.*!
As we explain more fully in those prior testimonies:

e The majority of the policies in question across the ISO-NE footprint address a well-
understood market failure to reflect environmental and public health externalities. The
environmental value of policy-supported resources should not be considered an illegitimate
distortion of markets that must be excluded, but rather a correction that is needed to achieve a
more efficient outcome;

e The “correct” price for capacity is one that aligns supply and demand, not the price that would
prevail in the absence of state policies as ISO-NE’s MOPR rule is presently designed to
produce in the primary Forward Capacity Auction (“FCA”);

e Capacity markets with sloping demand curves cannot simultaneously produce low prices and
capacity procurement levels insufficient to meet the Installed Capacity Requirement (“ICR”);

e Merchant generation investors operate in a market and regulatory context that has always
required them to face uncertainties associated with a wide range of energy and environmental
regulations at the federal, state, and local levels. These policies and associated economic
subsidies have influenced the resource mix (some in favor of incumbent fossil resources and
others in favor of clean energy resources). Merchant investors should never have expected to
be indemnified against risks associated with these policies (nor should they be required to
return revenues to customers when policy changes favor their own investments); and

11 To review a more comprehensive discussion of our economic analysis of MOPR, see Attachment A: PIM
Testimony (Written Test. of Dr. Kathleen Spees and Dr. Samuel A. Newell: Economic Impacts of the Expansive
Minimum Offer Price Rule within the PJM Capacity Market Docket), Docket No. ER21-2582-000 (2021)
(“Brattle PIM Aff.”), Accession No. 20210827-5205; and Clarification of Written Testimony Submitted by Dr.
Kathleen Spees and Dr. Samuel Newell, Docket No. ER21-2582-000 (Sept. 13, 2021), Accession No. 20210914-
5029).
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e Broad application of MOPR to policy resources has amplified (not mitigated) the regulatory
risks affecting capacity investments.

These same flaws apply equally in ISO-NE’s FCM.

1. APPLYING THE MOPR TO SPONSORED POLICY RESOURCES IMPOSES
UNECONOMIC EXCESS COSTS ON CONSUMERS AND SOCIETY AS A
WHOLE

The ISO-NE’s current MOPR requires policy resources to offer into the capacity market at a
higher price than they otherwise would, which can prevent these policy resources from clearing
in the FCA even if they will be built anyway and contribute to resource adequacy. The ISO-NE
market has aimed to mitigate or balance the effect of excluding policy resources via MOPR
through its CASPR mechanism for a secondary auction that allows MOPR-excluded resources to
pay for and take on the capacity obligations of FCA-cleared resources. In this testimony, we do
not aim to describe and critique CASPR, other than to acknowledge and agree with ISO-NE’s
statement that “[a]pplication of the MOPR going forward, however, will likely exclude large
amounts of state-sponsored capacity from entering the Forward Capacity Market, and CASPR
has not proven to date that it will facilitate their entry.” 1> Regardless of CASPR’s performance
to clear or not clear policy resources in the secondary auction, our focus in this testimony is on
the more central issue that policy resources should not be subject to MOPR rules in the first
instance.

Excluding policy resources from clearing in the FCM causes the capacity auction to perceive a
supply “gap” that it will seek to fill by clearing other, higher-cost capacity resources while
setting a higher clearing price. Applying MOPR therefore causes the auction to retain more
existing capacity resources (such as existing steam plants that would otherwise retire) and/or
attract new investments (such as new gas-fired power plants that would not otherwise be built).
The total amount of capacity available and operating will therefore exceed the amount needed to
satisfy the ICR that the capacity market was designed to meet.

121S0 Filing, MOPR Elimination Transmittal Letter, at 6 (Mar. 31, 2022) (“Transmittal Letter”), Accession No.
20220331-5296.
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Excluding policy resources from clearing the capacity market will produce inefficient market
outcomes compared to a market with a narrower MOPR focused only on preventing
manipulative price suppression. These inefficiencies include:

e Preventing capacity resources from clearing the primary capacity auction;

e Causing an oversupply of capacity (when considering the total volume of capacity that is
cleared plus the volume that exists but remains uncleared);

e Producing prices that are higher than the economically-efficient level that aligns with the
intersection of supply and demand;

e Imposing excess customer costs associated with excess capacity payments; and

e Imposing societal deadweight losses associated with inefficient excess supply.

We have estimated the likely size and uncertainty range of these inefficient outcomes in the
separate PJM and NYISO contexts.®® We have not estimated the magnitude of these same
impacts in the ISO-NE context.

The specifics of how ISO-NE’s MOPR provisions have come about, are presently implemented,
and would change under 1SO-NE’s proposed two-year Transition Mechanism differ from the
specifics in New York and PIJM. Under current ISO-NE MOPR provisions, the broad
application of MOPR applies to all new resources (not just policy resources) and so has the
potential to prevent additional merchant resources from clearing the market compared to NY1SO
and prior PIJM rules. The current ISO-NE and prior PJM rules apply technology-specific offer
floors that can be higher than the default MOPR floor in NYISO, and so will tend to exclude
more resources. If the secondary auction under ISO-NE’s CASPR had proven to clear more
policy resources, that could have reduced some of the resulting supply excess and deadweight
loss (though in practice, this has not happened). And finally, under the ISO-NE proposed
Transition Mechanism, the volume of resources excluded by the broad MOPR would be reduced
by the proposed 700 MW policy resource exemption. Additionally, the scale of policy resources
that will be developed differs substantially across regions and among states within each region.

13 We estimated excess consumer costs of $1.7 billion per year by 2030 in PJM and $1.3 to $2.8 billion per year in
NYISO. See Attachment A for the details of these consumer cost impact estimates, as well as our estimates of the
volume of excluded capacity, price impacts, and deadweight loss impacts.
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These differences in how the broad MOPR is or is proposed to be implemented in ISO-NE serve
to affect the volume of resources excluded by the MOPR, with commensurate effects on the
magnitude of inefficiencies and excess consumer costs induced by the broad MOPR. The size of
each market, underlying economic fundamentals, and pace of policy resources being developed
will also have a substantial impact on the size of economic inefficiencies that can be caused by
applying MOPR to policy resources. However, the nature and direction of the economic
inefficiencies are the same in all cases.

1.  MOPR SHOULD BE APPLIED FOR THE NARROW PURPOSE OF
PREVENTING THE ABUSE OF MARKET POWER

The original purpose of the APR (the predecessor rule to the current MOPR) was to prevent
manipulative price suppression by large buyers.** As we discuss further in Attachment A, the
MOPR should be maintained only for this narrow original purpose of addressing manipulative
price suppression. The MOPR should not be applied to state policy resources. A more
appropriately targeted MOPR will enable the capacity market to support competition, produce
accurate pricing signals that align with market fundamentals, and attract investment when
needed.

IV.  NEW ENGLAND DOES FACE CRITICAL RELIABILITY CHALLENGES, BUT
MOPR IS NOT AN EFFECTIVE OR EFFICIENT SOLUTION

The New England region is facing critical reliability challenges, as have been extensively
documented by 1ISO-NE and state agencies. The most urgent of these challenges relates to the
need to ensure reliability throughout the winter season when cold snaps may severely limit the
amount of natural gas available and firm or on-site fuel supplies are limited.*> Another critical
issue over the coming years will be the need to adopt an improved framework to more accurately

14 Though various parties to the docket described the purpose of the APR differently, mitigating the potential for
exercise of monopsony market power was the rationale eventually accepted by the FERC. See ISO-NE’s
Explanatory Statement in Support of Settlement Agreement of the Settling Parties and Request for Expedited
Consideration and Settlement Agreement Resolving All Issues, Docket Nos. ER03-563-030, -055 (Mar. 6, 2006),
Accession No. 20060308-0017 and FERC’s Order Accepting Proposed Settlement Agreement, Docket Nos.
ER03-563-030, -055 (June 16, 2006), Accession No. 20060616-3037.

15 For example, see the brief summary of these challenges and associated analyses provided in letters exchanged
between the Connecticut Department of Energy and Environmental Protection and ISO-NE, Fuel Security in New
England for Winter 2021-22, (Dec. 17 and 21, 2021), https://www.iso-ne.com/static-
assets/documents/2022/01/isone_ct deep_combined_ltrs.pdf.
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measure the resource adequacy contributions of all resources, an issue that is the subject of an
upcoming NEPOOL reform effort.X® In both cases, these reliability challenges will need to be
addressed by market reforms that are focused on addressing the identified challenges. Examples
of the most obvious reforms to consider include:

e More accurately measuring reliability needs in the New England system through improved
reliability modeling that more accurately accounts for winter reliability drivers, resource
intermittency, fuel interruption risks, weather-driven outages, and correlations of these
reliability drivers with consumer demand;

e More accurately measuring reliability contributions of different resources and technologies,
including separate measurements in the summer and winter seasons after accounting for
issues such as fuel supply access, intermittency, and weather-driven resource availability;

e Enhancing the FCM to become a full seasonal capacity market that ensures both summer and
winter reliability needs are fulfilled; and

e Enhancing energy and ancillary service products to align with operational uncertainties such
as forecast errors in an evolving resource mix.

These and other reforms to address reliability challenges have the common feature that they
begin with a clearly articulated reliability need. The most effective market-based solution will
be one that competitively procures sufficient supply commitments to meet the defined reliability
need.

If a transitional period is required to implement some aspects of any such long-term solution, the
transition mechanism should similarly be focused on solving the identified problem. For
example, if it will take several years to develop the most accurate estimate of winter reliability
needs and resources’ contributions to the need, a less precise preliminary estimate can be used
temporarily. If there is a concern that resources’ capacity ratings are overstated on a fleet-wide
basis, then the ICR could be temporarily increased to account for an approximate estimate of the
aggregate estimation error. Under both of these examples, the transition mechanism would more
effectively address the nature and size of the identified reliability gap.

16 See 1SO-NE, Updated 2022 Annual Work Plan (Apr. 7, 2022), https://www.iso-ne.com/static-
assets/documents/2022/04/2022_awp_update for 04 07 22 pc.pdf.
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The ISO-NE proposed Transition Mechanism to extend the present MOPR is not an efficient nor
effective means to address either of the two most urgent reliability concerns facing the region.
Directionally, it is correct that extending MOPR will maintain a larger excess of supply than
eliminating MOPR immediately, which could directionally improve reliability. However, there
is no proposed mechanism to ensure that the excess resources retained will materially contribute
to the most immediate concern of winter reliability, leaving open the possibility that winter
reliability concerns could remain unaddressed even while excess capacity is procured under the
(summer-focused) FCM construct. If the excess resources are highly susceptible to winter fuel
shortages or cold-weather-driven outages, current winter reliability challenges could remain or
worsen throughout transition period. Even if winter needs remain unmet, the region could still
be retaining costly excess supply relative to summer reliability needs since there is no upper
bound on the total volume of excess supply that could be induced via MOPR throughout the
transition period. Finally, even after the conclusion of the transition period, ISO-NE’s proposal
does not include a long-term solution to define and meet winter resource adequacy needs.

MOPR is not an effective or efficient means to address the most urgent reliability challenges in
New England because it was designed for an entirely different purpose.
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Document Accession #: 20210827-5205 Filed Date: 08/27/2021

UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

PJM Interconnection L.L.C.,

Revisions to Application of Minimum Docket No. ER21-2552-000

Offer Price Rule

N N N N

WRITTEN TESTIMONY
OF
DR. KATHLEEN SPEES AND DR. SAMUEL A. NEWELL

Economic Impacts of the Expansive Minimum Offer Price Rule
within the PJM Capacity Market

Our names are Dr. Kathleen Spees and Dr. Samuel A. Newell. We are employed by The Brattle
Group as Principals. We submit this affidavit on behalf of the Natural Resource Defense Council,
the Sustainable FERC Project, Earthjustice, Sierra Club, and Union of Concerned Scientists.

Our qualifications as experts derive from our extensive experience evaluating capacity markets
and related market design questions. Our experience working for system operators across North
America and internationally has given us a broad perspective on the practical implications of
nuanced capacity market design rules under a range of different economic and policy conditions.
We have extensive experience supporting assessment and refinement of all aspects of the PJM
Capacity Market; we have supported PJM Interconnection (PJM) by conducting every one of its
periodic reviews of its capacity market and by comparing its capacity market with resource
adequacy design alternatives.?

We are familiar with the history of the Minimum Offer Price Rule (MOPR) in PJM from its
conception up through the current Expanded MOPR (MOPR-Ex) form. In 2011, as part of our

We have worked with regulators, market operators, and market participants on matters related to resource
adequacy and investment incentives in PJM Interconnection, ISO New England, New York, Ontario, Alberta,
California, Texas, Midcontinent ISO, Italy, Russia, Greece, Singapore, and Australia.

See our four independent reviews of PJM’s capacity market and associated design parameters published in 2008,
2011, 2014, and 2018. The most recent of these is: Samuel A. Newell, David Luke Oates, Johannes P.
Pfeifenberger, Kathleen Spees, J. Michael Hagerty, John Imon Pedtke, Matthew Witkin, and Emily Shorin,
Fourth Review of PJM’s Variable Resource Requirement Curve, prepared for PJM Interconnection L.L.C.,
April 19, 2018. See also, Johannes Pfeifenberger, Kathleen Spees, and Adam Schumacher, 4 Comparison of
PJM’s RPM with Alternative Energy and Capacity Market Designs, prepared for PJM Interconnection L.L.C.,
September 2009.
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triennial review for PJM, we recommended competitive and self-supply exemptions.® In 2012,
Dr. Newell submitted testimony on behalf of the Competitive Markets Coalition of generating
companies seeking to apply those recommendations but strengthen PJM’s MOPR in its original
purpose to prevent and mitigate the exercise of buyer market power.* In 2018, we testified on the
need for competitive and self-supply exemptions to MOPR.> In 2020, Dr. Newell submitted
testimony to the Federal Energy Regulatory Commission (FERC) on behalf of PJM on developing
economic estimates of offer floor prices to implement its MOPR rules. Most recently, we have
conducted analyses on behalf of the New Jersey Board of Public Utilities (NJ BPU) and the
Maryland Energy Administration (MEA) to analyze the costs of MOPR-Ex and to assess
alternative approaches for supporting resource adequacy in those states.®

We have examined the economic impacts of MOPR variations in several other capacity markets
as well. In New York, we have conducted analyses on behalf of the New York State Energy
Research and Development Authority (NYSERDA) and the New York State Department of Public
Service (NYSDPS) to analyze the costs of Buyer Side Mitigation and potential expansions thereof,
and to evaluate resource adequacy alternatives. In Alberta, Ontario, and Singapore, we have
supported the market operators to develop capacity market rules to identify and prevent the
exercise of buyer side market power in their proposed implementations of capacity markets.

Dr. Spees is an economic consultant with expertise in wholesale electric energy, capacity, and
ancillary service market design and analysis. She earned a Ph.D. in Engineering and Public Policy,
an M.S. in Electrical and Computer Engineering from Carnegie Mellon University, and a B.S. in
Mechanical Engineering and Physics from lowa State University. Dr. Newell is an economist and
engineer with 23 years of experience analyzing and modeling electricity wholesale markets, the
transmission system, and ISO/RTO market designs. He earned a Ph.D. in Technology
Management and Policy from the Massachusetts Institute of Technology, an M.S. in Materials
Science and Engineering from Stanford University, and a B.A. in Chemistry and Physics from
Harvard College.

Pfeifenberger, Newell, Spees, Hajos, and Madjarov, Second Performance Assessment of PJM’s Reliability
Pricing Model: Market Results 2007/08 through 2014/15, prepared for PJM Interconnection LLC, August 26,
2011.

4 FERC Docket No. ER13-535-000, filed “The Competitive Markets Coalition’s Supporting Comments, at Attach.
A, Affidavit of Dr. Samuel A. Newell on Behalf of the ‘Competitive Markets Coalition’ Group Of Generating
Companies,” supporting PJM’s proposed tariff revisions to change certain terms regarding the Minimum Offer
Price Rule in the Reliability Pricing Model, December 28, 2012 (“Affidavit of Dr. Samuel A. Newell on Behalf
of the Competitive Markets Coalition™).

Affidavit of Kathleen Spees and Samuel A. Newell Regarding the Need for a Self-Supply Exemption

from Minimum Offer Price and Other Policy-Supported Resource Rules, Calpine Corporation, et al. v.
PIM Interconnection, L.L..C, FERC Docket Nos. EL16-49-000, October 2, 2018.

6 See Attachment A.

See also Kathleen Spees, Travis Carless, Walter Graf, Sam Newell, et al., Alternative Resource Adequacy
Structures for Maryland: Review of the PJM Capacity Market and Options for Enhancing Alignment with
Maryland’s Clean Electricity Future, prepared for Maryland Energy Administration, March 2021.
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Executive Summary

The original and proper economic purpose of the minimum offer price rule (MOPR) is to protect the
capacity market from the exercise of buy-side market power. Buy-side market power can occur when
a large net buyer of capacity develops (or contracts to develop) excess capacity resources and offers
the additional supply into the market below cost in order to suppress market clearing prices.’” By taking
a loss on that small “uneconomic” position, a large net buyer could then benefit from a much larger
short position in the market. The MOPR was designed to prevent this behavior. The concept was to
ensure that entities with the incentive and ability to engage in manipulative price suppression would be
unable to do so by requiring their capacity market offers to reflect full resource costs. Thus uneconomic
new resources sponsored by large net buyers would fail to clear (or would set prices at a higher level)
and prevent the would-be gaming entity from achieving the benefits of manipulative price suppression.®

More recently, the current Expansive MOPR (MOPR-Ex) has repurposed the original MOPR to
exclude from the capacity market resources that earn revenues for supporting states’ environmental
and other policy goals. Resources developed to meet policy goals add supply in the market, which can
cause lower capacity prices and displace other types of capacity that might otherwise have been built
or retained. Advocates of MOPR-Ex assert that these outcomes unfairly reduce revenues to merchant
capacity suppliers, undermine incentives for capacity investments, and threaten system reliability.
Applying MOPR to policy resources, they assert, restores capacity prices to the “correct” level that
would prevail in the absence of state policies. These arguments rest on flawed economic logic.

There is no sensible economic rationale for applying MOPR to all policy resources. States have many
reasons to support capacity supply resources including to limit the harms of climate change, address
environmental externalities, improve public health, create jobs, and support economic growth. The
policy support awarded to such resources reflects their contributions to state policy objectives; they
create environmental attributes or other benefits that states wish to buy and are remunerated for
producing those benefits. Such resources are not “uneconomic” because their value is not derived from
a scheme of manipulative capacity price suppression. Further, MOPR-Ex has not “leveled the playing
field” because it fails to address the environmental and public health externalities that are the primary
reason for most of the PJM states’ policies in question. MOPR-Ex also does not attempt to undo the
effects of all local, state, and federal policies that have always shaped the resource mix, including
supporting the development of existing fossil plants and reducing the delivered cost of fossil fuels.

Applying MOPR to policy resources can prevent them from clearing the capacity market, with several
undesirable effects. First, it can deprive policy resources of revenues commensurate with the capacity
value they provide. Second, it favors the retention and development of uneconomic excess capacity
supply that is not needed for reliability. Third, it distorts market clearing prices upward from the level
corresponding to actual supply-demand conditions and thereby effectuates a wealth transfer from
customers to incumbent suppliers. And fourth, applying MOPR to policy resources will eventually
render the market unsustainable as these distortions become larger over time as states across the PJIM

7 See PJM Interconnection, L.L.C., 117 FERC § 61,331 at P 103 (2006).

In addition to its buy-side market power provisions to protect the market from uncompetitively low prices, the PIM
capacity market also has supply-side market power provisions to protect the market from un