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1. On May 17, 2013, the Commission issued an order accepting, subject to
modifications,! compliance filings that ISO New England Inc. (ISO-NE) and the
Participating Transmission Owners Administrative Committee (Administrative

' 1SO New England Inc., 143 FERC § 61,150 (2013) (First Compliance Order).
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Committee) made to comply with the local and regional transmission planning and cost
allocation requirements of Order No. 1000.?

2. On June 17, 2013, ISO-NE, Administrative Committee, LS Power Transmission,
LLC and LSP Transmission Holdings, LLC (together, LS Power), and the New England
States Committee on Electricity (NESCOE) jointly with the state regulatory agencies in
five states,® filed requests for rehearing and clarification of the First Compliance Order.
On November 15, 2013,* 1ISO-NE and Administrative Committee® (together, Filing
Parties) submitted, pursuant to section 206 of the Federal Power Act (FPA),° revisions to

2 Transmission Planning and Cost Allocation by Transmission Owning and
Operating Public Utilities, Order No. 1000, FERC Stats. & Regs. 1 31,323 (2011), order
on reh’g, Order No. 1000-A, 139 FERC 1 61,132, order on reh’g, Order No. 1000-B,
141 FERC 1 61,044 (2012), aff’d sub nom. S.C. Pub. Serv. Auth. v. FERC, 762 F.3d 41
(D.C. Cir. 2014).

® NESCOE is joined in its request for rehearing by agencies of five New England
states: Massachusetts Department of Public Utilities, Rhode Island Public Utilities
Commission, Connecticut Public Utilities Regulatory Authority, Commissioner of the
Connecticut Department of Energy and Environmental Protection, New Hampshire
Public Utilities Commission, Vermont Public Service Board, and Vermont Public Service
Department.

* On July 22, 2013, Filing Parties were granted a 60-day extension of time to
submit their compliance filing.

> Administrative Committee states that it joins this filing on behalf of the
Participating Transmission Owners (also referred to herein as incumbent transmission
owners) based on a vote of the Administrative Committee. The incumbent transmission
owners who voted in favor of the filing are: Bangor Hydro-Electric Company; Central
Maine Power Company; Maine Electric Power Corporation; New England Power
Company; Northeast Utilities Service Company on behalf of its affiliates: The
Connecticut Light and Power Company, Western Massachusetts Electric Company, and
Public Service Company of New Hampshire; NSTAR Electric Company; The United
Illuminating Company; Vermont Electric Power Company, Inc.; and Vermont Transco,
LLC. Vermont Electric Power Company, Inc. and Vermont Transco, LLC support the
filing with the exception of the proposed cost allocation for public policy transmission
upgrades. The transmission owners who voted in favor of the filing are also joining this
filing individually.

®16 U.S.C. § 824e (2012).



Docket No. ER13-193-001, et al. -6-

sections | (General Terms and Conditions) and 11 (Open Access Transmission Tariff) of
the ISO-NE Open Access Transmission Tariff (OATT) (in Docket No. ER13-193-003),
as well as to the Transmission Operating Agreement (Operating Agreement) (in Docket
No. ER13-196-002), to comply with the First Compliance Order (together, Second
Compliance Filing).” For the reasons discussed below, we grant in part and deny in part
rehearing and accept Filing Parties’ proposed OATT revisions, subject to conditions, and
direct Filing Parties to submit further revisions to the OATT in a further compliance
filing due within 60 days of the date of issuance of this order.®

l. Background

3. In Order No. 1000, the Commission adopted a package of reforms addressing
transmission planning and cost allocation that, taken together, are designed to ensure that
Commission-jurisdictional services are provided at just and reasonable rates and on a
basis that is just and reasonable and not unduly discriminatory or preferential. In
particular, regarding regional transmission planning, Order No. 1000 amended the
transmission planning requirements of Order No. 890° to require that each public utility
transmission provider: (1) participate in a regional transmission planning process that
produces a regional transmission plan; (2) amend its OATT to describe procedures for the
consideration of transmission needs driven by public policy requirements established by
local, state, or federal laws or regulations in the local and regional transmission planning

" Filing Parties state that the Commission should treat the two filings as a single
compliance filing. They explain that the two-part filing was necessitated by the technical
limitations associated with the Commission’s eTariff system. Second Compliance Filing
at 2.

® We note that the same or similar issues are addressed in the following orders that
have been issued: Cal. Indep. Sys. Operator Corp., 146 FERC 1 61,198 (2014);
PacifiCorp, 147 FERC 1 61,057 (2014); PJM Interconnection, L.L.C., 147 FERC
161,128 (2014); Midwest Indep. Transmission Sys. Operator, Inc., 147 FERC { 61,127
(2014); S.C. Elec. & Gas Co., 147 FERC 1 61,126 (2014); Louisville Gas & Elec. Co.,
147 FERC 1 61,241 (2014); N.Y. Indep. Sys. Operator, Inc., 148 FERC { 61,044 (2014);
Me. Pub. Serv. Co., 147 FERC 1 61,129 (2014).

% Preventing Undue Discrimination and Preference in Transmission Service,
Order No. 890, FERC Stats. & Regs. 1 31,241, order on reh’g, Order No. 890-A, FERC
Stats. & Regs. 1 31,261 (2007), order on reh’g, Order No. 890-B, 123 FERC {61,299
(2008), order on reh’g, Order No. 890-C, 126 FERC 61,228, order on clarification,
Order No. 890-D, 129 FERC 1 61,126 (2009).
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processes; and (3) remove federal rights of first refusal from Commission-jurisdictional
tariffs and agreements for certain new transmission facilities.

4. The regional cost allocation reforms in Order No. 1000 also required each public
utility transmission provider to set forth in its OATT a method, or set of methods, for
allocating the costs of new regional transmission facilities selected in a regional
transmission plan for purposes of cost allocation. Order No. 1000 also required that each
cost allocation method adhere to six cost allocation principles.

5. On October 25, 2012, Filing Parties submitted revisions to sections | and Il of the
ISO-NE OATT and to the Operating Agreement to comply with the local and regional
transmission planning and cost allocation requirements of Order No. 1000. On May 17,
2013, the Commission accepted Filing Parties’ compliance filing, subject to further
modifications.

1. Requests for Rehearing or Clarification — Docket Nos. ER13-193-001 and
ER13-196-001

6. Timely requests for rehearing and clarification were filed by ISO-NE,
Administrative Committee, NESCOE, and LS Power. ISO-NE seeks rehearing of issues
related to the First Compliance Order’s determinations regarding: (1) the Order No. 890
transparency transmission planning principle; (2) the consideration of transmission needs
driven by public policy requirements; (3) the applicability of Mobile-Sierra protection to
the Operating Agreement; (4) the time-limited right of first refusal for certain
transmission projects; and (5) the proposed qualification criteria.

7. Administrative Committee seeks rehearing and clarification of the First
Compliance Order’s determinations regarding: (1) the applicability of Mobile-Sierra
protection to the Operating Agreement; (2) exceptions to removing federal rights of first
refusal; (3) the time-limited right of first refusal for certain transmission projects; and
(4) the reevaluation process.

8. NESCOE seeks rehearing of the First Compliance Order’s determinations
regarding: (1) the consideration of transmission needs driven by public policy
requirements; (2) the regional cost allocation method applied to facilities to meet
transmission needs driven by public policy requirements; and (3) the allocation and
recovery of study costs related to facilities to meet transmission needs driven by public
policy requirements.

9. Finally, LS Power seeks rehearing and clarification with respect to the First
Compliance Order’s determinations related to: (1) the effective date of the compliance
filing; (2) the applicability of Mobile-Sierra protection to the Operating Agreement; and
(3) the proposed qualification criteria.
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10.  OnJune 28, 2013, ISO-NE submitted an answer in response to LS Power’s request
for rehearing and clarification with respect to the effective date of the compliance filing.

I11. Compliance Filing — Docket Nos. ER13-193-003 and ER13-196-002

11.  Inresponse to the First Compliance Order, Filing Parties have submitted further
revisions to their local and regional transmission planning processes, including
modifications to the effective date, qualification criteria, general transmission planning
requirements, reliability planning, public policy planning and cost allocation. Filing
Parties state that the stakeholder process used to develop this filing commenced in July
2013 with the presentation by ISO-NE (for the input of the New England Power Pool
(NEPOOL) Transmission Committee) of an initial set of draft tariff changes. They state
that Administrative Committee’s concepts for the allocation of the costs of public policy
projects were vetted in August, and additional revisions, including revised proposals for
public policy cost allocation, were developed and considered by the NEPOOL
Transmission Committee during September and October. Filing Parties state that, at a
meeting of the NEPOOL Transmission Committee held on October 30, 2013, a vote of
17.16 percent was received in favor of recommending the proposed transmission
planning process revisions to sections | and Il of the ISO-NE OATT and to the Operating
Agreement, although a motion to recommend the revisions to the cost allocation method
for Public Policy Transmission Upgrades received a vote of 76.55 percent in favor. They
further state, however, that at the November 8, 2013 NEPOOL Participants Committee
meeting, support for the proposed transmission planning process revisions failed by a
show of hands and support for the proposed cost allocation revisions failed by a vote of
51.57 percent in favor.

12.  Filing Parties request an effective date for their compliance filing of the later of
May 1, 2014, or 60 days after a Commission order addressing their proposed compliance
revisions.

13.  Notice of Filing Parties’ compliance filings was published in the Federal Register,
78 Fed. Reg. 70,297 (Nov. 25, 2013), with interventions and protests due on or before
December 16, 2013.

14.  On December 10, 2013, NEPOOL Participants Committee (referred to herein as
NEPOOL) filed comments. On December 16, 2013, the following parties also filed
comments: Conservation Law Foundation and The Sustainable FERC Project;
Massachusetts Department of Public Utilities (Massachusetts DPU); NESCOE; and,
jointly, ENE, Connecticut Fund for the Environment, Environment Council of Rhode
Island, Health Care Without Harm, The Natural Resources Council of Maine, and The
Sustainable FERC Project (collectively, Environmental Parties).

15.  On December 16, 2013, Vermont Department of Public Service filed a motion to
intervene. On the same date, Energy New England, Inc. (Energy New England) and
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Participating Municipal Systems®® filed a motion to intervene and joint protest with
Eastern Massachusetts Consumer-Owned Systems* (collectively, Energy New England
and Two Systems).

16.  The following parties also filed protests on December 16, 2013: New Hampshire
Public Utilities Commission, Rhode Island Public Utilities Commission, Vermont Public
Service Board, Vermont Public Service Department, Vermont Electric Power Company,
Inc., and Vermont Transco, L.L.C. (collectively, Protesting Parties); Massachusetts
Municipal Wholesale Electric Company and New Hampshire Electric Cooperative, Inc.
(together, Public Systems); and New Hampshire Transmission, LLC (New Hampshire
Transmission).

17.  OnJanuary 7, 2014, LS Power filed out-of-time comments.

18.  OnJanuary 15, 2014, 1ISO-NE, New England Transmission Owners,*? and
Massachusetts DPU submitted answers in response to protests and comments filed
regarding the treatment of proposed projects, the hold harmless provision, and the
proposed public policy transmission upgrade cost allocation methodology. On February,
4, 2014, New Hampshire Transmission submitted an answer in response to ISO-NE and
New England Transmission Owners’ answers.

19.  On February 18, 2014, ISO-NE submitted an answer in response to New
Hampshire Transmission’s answer.

19 participating Municipal Systems include: Concord Municipal Light Plant,
Groveland Electric Light Department, Littleton Electric Light & Water Department,
Merrimac Municipal Light Department, Middleton Electric Light Department, Rowley
Municipal Lighting Plant, and Wellesley Municipal Light Plant.

1 Eastern Massachusetts Consumer-Owned Systems include: Braintree Electric
Light Department, Hingham Municipal Lighting Plant, Reading Municipal Light
Department, and Taunton Municipal Lighting Plant.

12 New England Transmission Owners are comprised of: Emera Maine; Central
Maine Power Company; Maine Electric Power Corporation; New England Power
Company; the United Illuminating Company; and Northeast Utilities Service Company
on behalf of its affiliates NSTAR Electric Company, The Connecticut Light and Power
Company, Western Massachusetts Electric Company, and Public Service Company of
New Hampshire; and the United Illuminating Company. Vermont Electric Power
Company, Inc. and Vermont Transco, LLC support the portions of the answer not related
to the proposed cost allocation for public policy transmission upgrades.
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IVV. Discussion

A. Procedural Matters

20.  Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. §8 385.214 (2014), the notices of intervention and timely, unopposed motions to
intervene serve to make the entities that filed them parties to this proceeding.

21.  Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
8§ 385.213(a)(2) (2014), prohibits an answer to a protest or an answer unless otherwise
ordered by the decisional authority. We will accept the answers filed in this proceeding
related to Filing Parties” compliance filing because they have provided information that
assisted us in our decision-making process.

22. Rule 713(d)(1) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
§ 385.713(d)(1) (2014), prohibits an answer to a request for rehearing. Accordingly, the
Commission rejects ISO-NE’s Answer to LS Power’s request for rehearing.

23.  We note that the tariff records Filing Parties submitted here in response to the First
Compliance Order also include language pending in tariff records that Filing Parties
separately filed on July 11, 2014, to comply with the interregional transmission
coordination and cost allocation requirements of Order No. 1000. The tariff records
Filing Parties submitted in their interregional compliance filings are pending before the
Commission and will be addressed in a separate order. Therefore, any acceptance of the
tariff records in the instant filing that include tariff provisions submitted to comply with
the interregional transmission coordination and cost allocation requirements of Order No.
1000 is made subject to the outcome of the Commission orders addressing Filing Parties’
interregional compliance filings in Docket Nos. ER13-1957 and ER13-1960.

B. Substantive Matters

24.  We grant in part and deny in part the requests for rehearing, as discussed herein.

25.  We find that Filing Parties’ compliance filing partially complies with the
directives in the First Compliance Order. Accordingly, we accept Filing Parties’
compliance filing to be effective 60 days following the date of issuance of this order, as
discussed below. We direct Filing Parties to submit a further compliance filing within
60 days of the date of issuance of this order."?

3\We note that the same or similar issues are addressed in the following orders
that have been issued: Cal. Indep. Sys. Operator Corp., 146 FERC { 61,198; PacifiCorp,

(continued ...)
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1. Overview of ISO-NE Reqgional Transmission Planning Process

26.  Under ISO-NE’S OATT, as proposed in the Second Compliance Filing, ISO-NE
has two regional transmission planning processes; namely, one for transmission projects
involving reliability and market efficiency (economic) solutions, and a second for public
policy project solutions.* The 1SO-NE regional transmission planning process for
reliability and market efficiency solutions begins on a regular basis with the preparation
of a Needs Assessment and evaluation of transmission solutions,™ conducted by 1SO-NE,
its incumbent transmission owners, the Planning Advisory Committee, and other
stakeholders. This Needs Assessment also considers whether market responses, such as
demand response, energy efficiency, merchant transmission facilities, or distributed
generation might alleviate the need for a transmission solution.*® If the need-by date of
the solution(s) to meet reliability-based criteria is within 3 years or less from when a
Needs Assessment is completed, ISO-NE will evaluate the appropriateness of the
proposed solution(s) and assign the project to the appropriate incumbent transmission
owner(s)."’

27.  If the need-by date of a reliability-related solution(s) is more than three years
away, or if the solution(s) is identified as a market efficiency solution, ISO-NE will
utilize a two-step process, in which Qualified Transmission Project Sponsors (Qualified
Sponsors) will submit proposals (called Phase One Proposals) that address the needs
identified in the Needs Assessment. 1SO-NE’s process also provides an opportunity for a
member of the Planning Advisory Committee to find a sponsor for a project that it does
not want to develop, but believes ISO-NE should consider. Phase One requires that a
project sponsor submit a comprehensive description of how the project meets the
identified need, a milestone schedule for development, siting and required rights of way,

147 FERC  61,057; PJM Interconnection, L.L.C., 147 FERC { 61,128; Midwest Indep.
Transmission Sys. Operator, Inc., 147 FERC § 61,127; S.C. Elec. & Gas Co., 147 FERC
161,126; Me. Pub. Serv. Co., 147 FERC 1 61,129; N.Y. Indep. Sys. Operator, Inc.,

148 FERC { 61,044; Duke Energy Carolinas LLC et al., 147 FERC { 61,241.

4 1SO-NE, Transmission, Markets and Services Tariff, Attachment K (11.0.0),
8 4.1(f) (Treatment of Market Solutions in Needs Assessment).

> 1d. § 3.5 (Market Responses in Regional System Plan).
1%1d. § 3.5 (Market Responses in Regional System Plan).

7 1d. § 4.2 (Non-Applicability of Sections 4.1 through 4.3; Needs Assessments).



Docket No. ER13-193-001, et al. -12 -

permits, construction, and completion.'® Submittal of a Phase One Proposal requires a
$100,000 deposit to cover the cost of analyses for Phase One and Phase Two. ISO-NE
will conduct a preliminary feasibility review of each Phase One Proposal to determine,
among other things, whether the Qualified Sponsor provided sufficient quality data, the
proposed project meets the needs described in the Needs Assessment, and the project is
technically practical.*®

28.  I1SO-NE then seeks input from the Planning Advisory Committee to determine
which proposals would move forward to Phase Two, based on the selection criteria of
cost, electrical performance, future system expandability, or feasibility. Further, ISO-NE
will post on its website an explanation of why a Phase One Proposal was not moved into
Phase Two, if applicable.?’ In addition, 1SO-NE will identify which Phase Two proposal
best meets the selection criteria, seeking stakeholder input from the Planning Advisory
Committee on the preliminary preferred solution. 1SO-NE will also post on its website
why a transmission solution is ultimately selected in the regional transmission plan for
purposes of cost allocation, and include the transmission project as either a reliability
upgrade or market efficiency upgrade, as appropriate, in its Regional System Plan.?

29.  ISO-NE’s public policy transmission planning process begins with a request to
NESCOE to provide input on transmission needs driven by public policy requirements.
Further, other stakeholders are eligible to suggest that ISO-NE evaluate a transmission
need driven by public policy requirements. NESCOE will decide which transmission
needs driven by public policy requirements the ISO-NE transmission planning process
will evaluate for potential solutions, and, to the extent ISO-NE decides not to evaluate a
transmission need driven by public policy requirements, it must post on its website the
reason why the identified transmission need driven by public policy will not be
evaluated.?? Following this, ISO-NE will prepare a proposed scope for a public policy
requirements transmission study and seek input from the Planning Advisory Committee
on that scope. I1SO-NE will then prepare and post on its website a high-level general

8 1d. § 4.3(c) (Information Required for Phase One Proposals; Study Deposit;
Timing).

¥ 1d. § 4.3(g) (Listing of Qualifying Phase One Proposals).
201d. § 4.3(g) (Listing of Qualifying Phase One Proposals).

2! 1d. § 4.3(h) (Information Required for Phase Two Solutions; Identification and
Reporting of Preliminary Preferred Phase Two Solution).

22 1d. § 4A.1 (NESCOE Requests for Public Policy Transmission Studies).
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design and estimate of the costs and benefits of projects arising from public policy
requirements. I1SO-NE also will include proposed market responses, such as demand-side
projects and distributed generation, in the analyses.

30.  ISO-NE will provide the results of the public policy transmission study analyses to
Qualified Sponsors to use in the development of their Stage One®® proposals to develop,
build, and operate one or more public policy transmission projects. Such Qualified
Sponsors in Stage One of the public policy process are required to submit a
comprehensive description of how their projects meet the identified need and a milestone
schedule for development, siting, required rights of way and permits, construction, and
completion. Moreover, submittal of a Stage One Proposal requires a $100,000 deposit to
cover the cost of analyses for Stage One and Stage Two.**

31.  Following the submission of Stage One Proposals, ISO-NE will conduct a
preliminary feasibility review of each proposal and, after posting the information on its
website, will meet with the Planning Advisory Committee to determine which Stage One
Proposals should move forward to Stage Two.?* 1SO-NE requires Qualified Sponsors
whose Stage One Proposals qualify for Stage Two to provide a comprehensive
description of how their public policy proposals meet the identified need; a milestone
schedule for development, siting, permits, construction, and expandability; and authority
for and experience in obtaining required rights of way.?

32.  Finally, after considering input from stakeholders, ISO-NE will select the
preferred Stage Two Solution and post on its website a rationale for the selection that it
determines would best meet the identified public policy requirement in terms of electrical
performance, cost, future system expandability, and feasibility to meet the need in the

2 To avoid confusion, ISO-NE refers to Phase One/Phase Two for its reliability
and market efficiency competitive transmission planning process, and to Stage One/Stage
Two for its public policy competitive planning process.

24 1SO-NE, Transmission, Markets and Services Tariff, Attachment K (11.0.0),
8 4A.5(a) (Information Required for Stage One Proposals).

2 |d. § 4A.5(e) (Public Policy Transmission Studies; Public Policy Transmission
Upgrades).

26 |1d. § 4A.5 (Public Policy Transmission Studies; Public Policy Upgrades).
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required timeframe. Finally, ISO-NE will notify the proposing Qualified Sponsor that its
project has been selected in the Regional System Plan for purposes of cost allocation.?’

2. Regional Transmission Planning Requirements

33. 