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A federal appeals court has thrown out a FERC order that left individual 
transmission owners to foot the entire bill for certain high-voltage 
projects in PJM Interconnection.

“Given the significant regional benefits of high-voltage 
transmission lines, FERC’s decision to approve the amendment was 
arbitrary,” the DC Circuit Court of Appeals said in its August 3 decision 
(Old Dominion Electric Cooperative v. FERC, 17-1040), which remanded 
the issue back to FERC.

Order 1000 required grid operators to come up with a way to 
allocate costs of transmission projects chosen to meet regional 
needs for electricity. FERC approved PJM’s cost-allocation plan in 
March 2013, finding that high-voltage transmission facilities have 

DC Circuit tosses FERC order  
on PJM transmission cost allocation

(continued on page 12)

Part three in a series on cyber threats facing the power and natural 
gas industries.

To protect US energy systems from a continuous barrage of 
cyberattacks, policymakers and industry players are homing in on a 
non-digital defense system: improving people’s awareness and 
changing the way they think about cybersecurity.

As attackers change their targets and strategies, addressing the 
human element of cyberrisks is essential, according to Commissioner 
Neil Chatterjee.

“You can have all of the best and fanciest equipment and the best 
threat intelligence, but if the employees in your organization don’t 
adhere to basic cybersecurity practices, like not clicking on suspicious 
links, then all that work is for naught,” Chatterjee said. “This kind of 

‘Cyber hygiene’: Reducing human error  
key part of fight against digital attacks

(continued on page 9)
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LNG, power sales lift Dominion’s  
financial results; MLP policy still a concern
Dominion Energy is getting a boost from the ramp-up of its Maryland 
LNG export terminal and increased power demand from Virginia data 
centers and residential customers as it looks to keep a key gas pipeline 
project serving the US Northeast on track, executives said last week.

As it released its financial results for the second quarter, the 
company said it also is advancing discussions to sell some non-core 
assets to improve its credit profile. Appalachian Basin operator Blue 
Racer Midstream is among the assets being shopped.

The outlook highlights efforts in the gas and power sectors to 
leverage positive market trends around supply, weather and pricing, 
while also simplifying operations to reduce costs.

“There’s been a lot of interest in both Blue Racer and in the fossil 
assets, and we’re talking to a number of different parties seriously 
about those,” Chief Financial Officer Mark McGettrick said during an 
August 1 conference call with analysts. “The assets hold a lot of value, 
and I think the counterparties we’re talking to, at least in the early 
stages, agree with that.”

An announcement about the results of asset sale discussions is 
expected before the next earnings call, executives said.

Dominion still faces headwinds due to a tax policy change initiated 
by FERC that affects entities organized as master limited partnerships. 
A recent clarification by the agency didn’t ease Dominion’s concerns.

The company still won’t drop down to its midstream affiliate this 
year some of the assets associated with its Cove Point LNG facility, and 
in the next several months it will decide what to do about Dominion 
Midstream’s MLP structure. Dropdowns to affiliates organized as tax-
advantaged MLPs have traditionally been a way for diversified energy 
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companies to reduce debt and refocus their operations in core areas.
“We’re a drop-down story, and so if that market is not open to us 

then this mechanism does not work for us at DM,” McGettrick said.
Overall, Dominion posted a 15% jump in second-quarter profit to 

$449 million, or 69 cents a share, from net income of $390 million, or 
62 cents a share, during the same April-June period a year ago. 
Revenue rose almost 10% to $3.09 billion.

Dominion said it has benefited from over 400 MW of new 
electricity demand capacity from 14 data center connects over the last 
12 months, including nine data centers during the first half of 2018. At 
Cove Point, it has exported 19 commercial LNG cargoes since April, and 
it has embarked on full construction on portions of its 1.5 Bcf/d Atlantic 
Coast Pipeline.

The 600-mile pipeline, which is being designed to meet 
downstream demand for US Northeast shale gas, is seen by the 
market, and Dominion, as a key growth driver. Executives said on the 
call the operator is maintaining its targeted in-service date of late 2019, 
even as it continues to face hurdles from regulators and from 
environmental groups that oppose the project.

Dominion recently received the go-ahead from FERC to begin full 
construction in North Carolina. The company expects to receive in the 
next several weeks Virginia state approval of an erosion and sediment 
control plan, and it will then apply to begin full mainline construction 
there, CEO Thomas Farrell said on the call.

“Nothing has happened, and there is nothing we expect to happen, 
that would take us off our schedule of late next year,” Farrell said.

— Harry Weber

China changes the conversation,  
adds US LNG to potential tariff list
China rattled investors in the US LNG export sector last week when it 
said it may impose 25% tariffs on American cargoes if President 
Donald Trump follows through on his threat to escalate the trade war 
with Beijing that he initiated.

Chinese demand underpins a substantial chunk of the expected US 
export capacity growth over the next decade, as the country is 
forecast to soon overtake Japan as the world’s biggest LNG importer.

Cheniere Energy holds the only major firm long-term sales 
agreements announced so far between a US exporter and a Chinese 
buyer. More commercial deals with China will be needed to finance 
projects under development. Tariffs could make those contracts more 
expensive, prompting Chinese buyers to seek supplies from elsewhere. 
US spot cargoes also would be at risk of being priced out of the 
market.

“I think the US can compete, but this is a potential issue for some 
facilities depending on their cost structure,” Brad Leach, an energy 
market consultant in Connecticut who was formerly responsible for 
natural gas and electricity research at exchange operator CME Group, 
said in a telephone interview.

US exporters and developers were muted in their response to the 
announcement from China’s Customs Tariff Commission of the State 
Council, with many preferring to take a wait-and-see approach about 

whether the tariffs would actually happen.
“We will continue to work with Chinese buyers,” said LNG Limited 

CEO Greg Vesey, whose 8 mtpa Magnolia LNG project is being 
proposed for Lake Charles, Louisiana. “This is positive from the aspect 
that we considered it part of the tariff list all along and maybe now this 
gets everyone to the negotiating table to find a mutually beneficial 
solution. Chinese buyers and US exporters want this resolved.”

Vesey told S&P Global Platts in June that an interested Chinese 
buyer was holding off completing a purchase agreement for Magnolia 
capacity until there is greater certainty about tariffs.

Tellurian, whose Driftwood LNG terminal also is proposed for 
Louisiana, questioned the logic of the Chinese tariff threat. “American 
gas doesn’t come with a ‘Made in America’ label on the molecules,” 
co-founder Charif Souki said in an e-mail. “I’m not sure how a tariff on 
a commodity works but we are watching in fascination. This will not 
affect the trade but will simply make gas more expensive to Chinese 
consumers.”

The greatest immediate impact from Chinese tariffs on US LNG 
would be on Cheniere. It has shipped dozens of cargoes from its 
Sabine Pass terminal in Louisiana to China on a spot basis, and it has 
two long-term sales agreements with state-owned China National 
Petroleum that supported its decision to build a third liquefaction unit 
at its Corpus Christi, Texas, facility.

“While we are waiting on details of the recent announcement and 
do not view tariffs as productive, Cheniere continues to see China as 
an important growth market and LNG as a ‘win-win’ between the 
United States and China,” the company said in a statement.

A spokeswoman for Dominion Energy, which operates the Cove 
Point LNG export terminal in Maryland, said in an e-mail that “any 
tariffs imposed will not affect” its customer contracts. To date, none of 
the cargoes shipped from Cove Point under long-term agreements 
with Gail India and a joint venture of Sumitomo and Tokyo Gas has 
been delivered to China.

Just nine months ago, Trump visited Beijing, where he urged a 
stronger trade relationship with China and touted a series of 
preliminary agreements that were signed between US LNG exporters 
and Chinese buyers. One involved the proposed Alaska LNG project, 
though it wasn’t guaranteed.

Since then, Trump has imposed tariffs on imports of some goods 
from China, and recently he said he would explore the possibility of 
expanding those duties with a 25% tariff on $200 billion worth of 
Chinese products.

The latest threat prompted China’s action August 3. It said it has 
added US LNG to its list of products liable to a potential 25% import 
tariff if the US follows through. US LNG imports into China do not 
attract any duty currently.

The trade war between the US and China escalated in June when 
China announced an additional 25% tariff on $50 billion worth of US 
goods, including energy and agricultural products. But LNG was not on 
the list.

China has imported more than 1.25 million mt of US LNG to date 
this year, compared with 1.61 million mt in the whole of 2017, behind 
Mexico and South Korea, S&P Global Platts Analytics data shows.

China was the largest contributor to global LNG consumption 
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growth in 2017, surpassing South Korea as the world’s second-largest 
LNG importer. Its share of global LNG demand is expected to rise to the 
same level as Japan’s by 2030.

— Harry Weber

PHMSA rethinking safety standards  
for gas pipelines in high-population areas
With an eye toward operator concerns about disruptions that current 
policy can produce, the Pipeline and Hazardous Materials Safety 
Administration is considering changes to the way it handles safety 
requirements for gas pipelines in areas where population density is 
on the rise.

When population grows in areas around gas pipelines, federal rules 
require pipe operators to shift how they use their infrastructure. But 
PHMSA said last week it was looking at the idea of allowing companies 
to instead apply certain “integrity management” practices.

PHMSA’s pipe classification system has four designations, with 
Class 1 lines operating in sparsely populated areas and Class 4 pipes in 
densely populated spaces. Pipelines in more populated locations have 
to operate with more conservative safety margins given the higher 
potential for damage, injury and death if something goes wrong.

As a pipe’s class location changes when population shifts, 
operators typically have a few options: They can reduce pressure on 
the line, test the pipe to see if its historic operating pressure is still 
appropriate, or replace the pipe with a stronger one to allow it to keep 
operating at its historic pressure but with a higher safety margin.

These measures can be expensive and disruptive to customers, 
industry representatives have said over the years, and PHMSA asked for 
public input on whether the rules should change in an advance notice of 
proposed rulemaking published in the Federal Register July 31.

During past discussion of the issue, the Interstate Natural Gas 
Association of America has recommended that PHMSA rewrite the 
rules to allow operators to do more extensive engineering 
examinations and in-line inspections to determine whether a pipe 
remains safe to operate at its historic pressure.

INGAA has called the current rules outdated, based too heavily on 
the limited information available half a century ago, and require 
operators to replace “good pipe” when it is not possible or practical to 
use a pressure test to verify that a line’s risk profile remains acceptable 
as the surrounding population grows.

Keith Coyle, an energy attorney with Babst Calland Clements and 
Zomnir PC, agreed that the classification system should be updated.

“We have the ability today to do a better exam of a pipe’s continued 
fitness for service than we did 40, 50 years ago,” Coyle said July 30. 
“[To] cut pressure in your pipe, put in new pipe [or] do a pressure test 
... can have adverse impacts on customers that may not be necessary 
if you have good in-line inspection data.”

But PHMSA expressed concern in its notice that there are some pipe 
problems — such as poor construction practices and certain 
maintenance issues — that lead to leaks, ruptures and other failures but 
are not always “properly assessed” and managed by system operators.

— Sarah Smith, S&P Global Market Intelligence

DHS forms new group to coordinate  
cyber defense across industry sectors
Saying critical industries such as energy utilities and banks often face 
similar cyber threats, the Department of Homeland Security created a 
central body to coordinate protection and develop a “government/
industry playbook” across multiple sectors.

The National Risk Management Center (NRMC) is intended to 
identify cyberrisks and coordinate threat management across critical 
infrastructure, aiming to integrate the defense strategies that are in 
play in various parts of the US.

“Risk management activities are frequently stove-piped and 
opportunities exist for additional coordination across sectors and 
between government and industry, a distinct need given the crosscutting 
nature of critical infrastructure technologies like industrial control 
systems and the internet of things,” said DHS in a July 31 fact sheet.

To effectively protect critical infrastructure, the DHS acknowledged 
that the NRMC will first need to define what constitutes “truly critical” 
parts of the nation’s systems. This will be among the first government-
industry activities the new center tackles, the department said.

Efforts to protect critical infrastructure have “too often” been 
focused on the primary assets and entities involved in the critical 
infrastructure segments, DHS said, noting that the more peripheral 
contributors to critical infrastructure functions and the 
interconnections between sectors have gone overlooked.

For instance, an April attack on a third-party data system used by 
various energy companies for scheduling gas flows on pipelines 
highlighted the vulnerability that companies can expose themselves to 
when they inevitably engage an outside entity to manage some part of 
their business.

“What I find fascinating is that ... it’s the infrastructure that’s 
moving the commodity that gets put under the microscope but not the 
vendor,” Kimberly Denbow, the American Gas Association’s senior 
director of security, operations and engineering services said in an 
interview earlier this year. More emphasis should be put on ensuring 
that third-party entities are able to provide a high level of cyber 
protection, especially when those businesses are working closely with 
critical infrastructure companies, she asserted.

The NRMC also will focus on moving beyond information sharing 
about risks and problems and increase the focus on collaboratively 
developing trusted ways of managing threats, said DHS. The center will 
aim to develop a framework for highlighting crucial supply chain 
elements across different infrastructure sectors and finding secure 
ways to address supply chain needs.

Nation-state actors have tried to breach critical infrastructure 
operations in multiple sectors, requiring coordination between industry 
and government, the department said. The DHS said the new center 
will be tasked with developing a standardized playbook for how to 
efficiently and effectively integrate risk management between the 
public and private sectors.

In creating the center, DHS said it was responding both to the 
“increasingly complex threat environment” and to rising demand from 
industries for better integrated government support.

— Sarah Smith, S&P Global Market Intelligence
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separate, single-issue rate case. The time and effort involved in larger 
rate cases could discourage utilities from making certain cybersecurity 
investments.

The director of NERC’s Electricity Information Sharing and Analysis 
Center (E-ISAC), Bill Lawrence, said NERC is partnering with 
government and industry on pilot projects to provide more affordable 
security solutions for smaller generators and electric cooperatives. The 
E-ISAC manages the DOE-funded Cybersecurity Risk Information 
Sharing Program, known as CRISP, which facilitates timely sharing of 
unclassified and classified threat information within the energy sector. 
All CRISP members receive threat indicators from the E-ISAC, but 
companies must pay $200,000 per year for ongoing maintenance and 
support through the program, Lawrence said.

— Molly Christian, S&P Global Market Intelligence

NERC eyes existing tools to address  
fuel security of power system
Reliability regulators are open to the idea of developing a suite of 
standards on fuel assurance for the power system, but such standards 
are not yet needed, the head of the North American Electric Reliability 
Corp. told FERC last week.

The comments show that NERC is taking measured steps to wade 
into the fuel security issue, one aspect of the broader debate about the 
resilience of the power system.

“At this point in time, we haven’t made that leap that we think we 
need to go to the step of creating a fuel-specific standard,” NERC 
CEO Jim Robb said at the commission’s annual reliability conference. 
“We can address it through some of the existing processes that we 
have,” he said.

FERC in January launched a proceeding on resilience after nixing 
a DOE proposal to compensate generators that maintain 90-day 
on-site fuel supplies, a bid that was seen favoring aging coal and 
nuclear plants.

Commissioner Robert Powelson, who is leaving after a brief and 
outspoken stint at FERC, applauded Robb for “staying away from the 
fuel wars that seem to dominate this town.”

Robb responded that it is a high priority that NERC stay 
ideologically independent. “NERC needs to be the technical conscience 
of the industry,” Robb said. “We do not need to be the political ploy of 
any particular interest.”

NERC is doing some work on the issue of fuel assurance, Robb 
said. For instance, NERC is evaluating the need for a guideline to 
expand routine planning assessments to also look at fuel supply, 
identify areas of concern and propose corrective action plans, he 
explained. “I am talking fuel supply, not just natural gas, because this 
needs to be a fuel-wide issue,” he added.

Steven Naumann, vice president of transmission and NERC policy 
at Exelon, said NERC’s best role on fuel security is to continue to do 
assessments. NERC is conducting a special study, due out in 
November, that will focus on the impact of nuclear and coal-fired plant 
retirements, he noted. “I think standards … are a much greater lift,” 
Naumann added.

ELECTRIC POWER

FERC conference explores ‘tension’  
over mandatory energy security standards
Security experts attending a government-led conference were divided 
over mandatory US security standards for electric power 
infrastructure, with some saying the requirements are too onerous and 
constantly changing while others complained they do not keep up with 
evolving cyber and physical threats.

FERC approves critical infrastructure protection (CIP) reliability 
standards to secure bulk power system assets. The standards are 
crafted by the North American Electric Reliability Corp. and apply to 
both physical and cyber risks for the grid.

At a technical conference July 31 that FERC hosted on reliability, 
commission members discussed the cyber threats facing the grid and 
questioned attendees on the effectiveness of the CIP program. 
Regulators were particularly interested in how the standards could be 
improved to help utilities address emerging threats.

Commissioner Cheryl LaFleur said she felt “like there’s a tension 
built in” around the subject, with some regulated entities urging more 
caution on adopting new standards and others worrying threats are 
changing too quickly for the agency to keep pace.

Industry attendees said NERC should focus on the outcome it 
wants to achieve, rather than mandate use of a specific technology or 
security process. Part of the problem, they said, was that some 
technology vendors, including large companies, do not want to worry 
about making sure their products comply with CIP protocols.

“No vendor will tell [a utility], ‘Yes, I can do this,’” Microsoft Chief 
Security Officer Matt Rathbun said. “The guidance is not clear enough 
that I can tell you with certainty [I can satisfy them] ... I can’t put my 
money on the line and guarantee you, ‘Yes, I can pass the CIP’s audit.’”

Balancing past and emerging threats is also difficult, industry 
members said. Despite a constant onslaught of new cyberattacks and 
attempted intrusions, “you’re trying to get a lot of stuff in place to deal 
with the standard now,” said Paul Crist, vice president of technology 
services and chief technology officer of Lincoln Electric System in 
Lincoln, Nebraska.

But LaFleur noted that Congress required formation of the 
standards as part of the Energy Policy Act of 2005. “We hear an awful 
lot of complaints about CIP, but this is not going anywhere,” she said.

To keep the protocols current with emerging threats, NERC could 
take best practices recommended by the National Institute of Standards 
and Technology and apply that threat framework to the power sector, 
said Vincent Sritapan, a program manager at the Department of 
Homeland Security’s Advanced Research Projects Agency.

But Commissioner Richard Glick said the CIP standards “are always 
going to lag behind in some ways.”

To help utilities with defense, panelists also recommended easier 
recovery of cybersecurity investments. Carol Hawk, a cybersecurity 
program manager at DOE, urged “flexibility in rate recovery” for 
needed security measures. Currently, FERC and states typically make 
utilities recover cybersecurity spending as part of larger and more 
time-consuming comprehensive rate cases rather than through a 
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Peter Brandien, vice president of system operations at ISO New 
England, noted there was much debate about the proper approach to 
do its recent fuel-security study. “It would be helpful if there was some 
sort of guideline agreed upon in industry on how to look at energy 
security and what are the attributes or what are the pass/fail criteria 
you should be looking at,” he said.

Robb had also noted that industry wants more guidance about 
what they should be studying on fuel assurance and what sort of 
corrective actions they should be contemplating.

Turning to FERC’s role, Bob Bradish, vice president of transmission 
planning and engineering at American Electric Power, said the 
commission should focus on the interties between grid operators. “As 
a national grid being able to rely on those seams,… it gives you that 
increased diversity when you’ve got variable resources. You really want 
to pull on that full capability of that grid while you look at other aspects 
of resiliency,” he said.

— Kate Winston

Emerging Western RCs need to  
focus on seams; NERC official tells FERC
Reliability problems can quickly cascade across the Western 
Interconnection, so it is important that the entities vying to be 
reliability coordinators in the West pursue strong seams agreements to 
maintain a wide-area view of the region, according to the head of the 
North American Electric Reliability Corp.

Both the California Independent System Operator and Southwest 
Power Pool have said they plan to offer RC service in the West, and 
Peak Reliability recently announced that it would cease operating as 
the RC for most of the West at the end of 2019.

Having a unified RC overseeing the Western Interconnection was 
very beneficial, NERC CEO Jim Robb said July 31 at a FERC reliability 
conference. For the most part, the Western Interconnection works like 
one integrated machine, Robb said, noting that an issue in the 
Northwest can quickly manifest itself in New Mexico.

“So I think the most important thing as we shift to a multi-reliability 
coordinator system in the west is that the seams agreements and the 
operating protocols between them really recreate the wide-area view 
for the entire interconnection,” Robb said.

Reliability coordinators ensure members comply with reliability 
standards and help restore operations of the bulk power system after 
a major disruption. In January, Cal-ISO announced it was leaving Peak 
to serve as its own RC by spring 2019, and it offered RC services to 
other western entities at reduced rates. SPP, which offers RC services 
in the Eastern Interconnection, announced in June that it planned to 
offer RC services in the West as well.

WECC and NERC have asked western entities to decide on an RC 
provider by September 4. “We can’t really get started on the seams 
agreements until we know where the seams are,” Robb said.

“It is my understanding that a lot of people have two dates for the 
prom right now and before we start buying corsages and renting limos, 
they need to decide,” FERC Commissioner Cheryl LaFleur noted at the 
conference.

Eric Schmitt, the vice president of operations at Cal-ISO, said the 
ISO is ready to take any and all customers in the Western 
Interconnection. On the seams issue, it would help if both the 
Balancing Authority of Northern California and the Los Angeles 
Department of Water and Power signed up for Cal-ISO’s RC services, 
Schmitt told FERC. Cal-ISO announced Monday that BANC was the first 
customer to publicly commit to its RC services.

SPP has received letters of intent from 28 western entities 
interested in RC services, Carl Monroe, SPP’s COO, said Wednesday. “In 
the Eastern Interconnection, the oversight of numerous RCs —13 today 
— has resulted in more watchful eyes identifying potential 
contingencies; more parties collaborating to prepare and implement 
solutions; and thus high degrees of reliability and, when outages occur, 
greater resiliency in returning quickly and effectively to normal 
operations,” he said.

In addition to RC services, ISOs are also competing to offer market 
services in the West. Cal-ISO’s western energy imbalance market 
extends its real-time market to areas outside the ISO’s footprint. And 
the Mountain West Transmission Group, which has utilities across the 
West, has weighed joining SPP.

PJM subsidiary PJM Connext is considering creating a new grid 
operator in the west. PJM Connext has not yet received requests to 
become an RC provider in the west, but would not rule out taking on 
that role, PJM Connext spokeswoman Susan Buehler said Wednesday.

— Kate Winston

With FERC, PJM proceedings  
in mind, Exelon touts value of nuclear
Exelon is awaiting capacity reforms in the PJM Interconnection market, 
warning that the company’s nuclear capacity is needed if the US is to 
continue reductions in carbon emissions.

“We start shutting down nuclear plants,” Exelon President and CEO 
Christopher Crane said August 2 during the company’s second-quarter 
earnings call. “Every cent that’s been spent in PJM and outside of PJM 
on [renewable energy credits] to achieve a lower carbon output would 
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be wiped out. It’s like we threw the money away.”
Exelon’s nameplate nuclear capacity totals nearly 21,000 MW, 

according to S&P Global Market Intelligence data. In the company’s 
home state of Illinois, Crane said, carbon-free resources produce 60% 
of the state’s electricity, and 90% of those carbon-free resources are 
Exelon nuclear plants.

The company is currently waiting on decisions from federal 
appeals courts in New York and Illinois to affirm the legality of state 
subsidies that have kept Exelon-owned reactors from closing before 
their license expirations. Likewise, Crane said New Jersey utility 
regulators are expected to implement a similar “zero-emissions credit” 
program that compensates uneconomic reactors for their avoided 
emissions by the end of the first quarter of 2019.

Crane reiterated the company’s support for a federal carbon 
pricing policy that would factor the social cost of greenhouse gas 
emissions into energy markets. He said a nationwide carbon price 
would be “the ultimate fix” to “level the playing field” and preserve 
nuclear generation.

Exelon focused a significant part of the call on the implications of 
FERC’s June 29 rejection of two proposals by PJM on mitigating the 
impacts of state-subsidized energy resources on the regional 
capacity market.

With its decision, FERC instead started new proceedings focused 
on modifying a PJM tariff and proposed a “fixed resource requirement,” 
or FRR, to allow subsidized energy resources to stay on the system 
despite their inability to compete in the capacity market based on their 
costs. Under the FRR design, those same resources would also be 
allowed to exit the capacity market but continue to participate in the 
energy and ancillary services market.

“We are encouraged that FERC has now said that all assets 
receiving out-of-market payments should be treated the same,” Crane 
said. “The implementation details will matter but we believe the partial 
FRR design could allow states to advance their energy policy goals, 
which we think is critical to ensure the needed reduction in carbon 
emissions.”

Exelon said the FRR design structure would offer states a pathway 
to settling the issue of how to preserve their nuclear fleets.

— Andrew Coffman Smith, S&P Global Market Intelligence

New York generators urge FERC to  
block certain capacity sales into NYISO
New York generators say resources in PJM Interconnection should not 
be allowed to sell installed capacity into New York Independent 
System Operator across transmission lines owned by companies that 
got out of their obligation to pay for the contentious Bergen-Linden 
Corridor project.

The impermissible export of installed capacity (ICAP) over these 
transmission lines into NYISO will suppress ICAP clearing prices by as 
much as $4.32/kW-month in NYISO Zone J, the Independent Power 
Producers of New York said July 31 in a complaint to FERC.

“Such price suppression could ... significantly contribute to the 
premature retirement of otherwise economic resources that are 

needed for reliability and resiliency in the NYISO and PJM and will likely 
stymie investor confidence,” IPPNY said.

The complaint is linked to who has to pay for the $1.2 billion BLC 
transmission project. On July 19, FERC launched settlement talks to 
figure out who should pay for the project.

PJM originally spread the cost of the project among Consolidated 
Edison Company of New York, Linden VFT, Hudson Transmission 
Partners and Public Service Electric and Gas. But one by one, most of 
the parties got out of their obligation to pay for the project, leaving 
PSEG, and subsequently New Jersey ratepayers, to foot much more of 
the bill.

Linden VFT and HTP got out of paying for the project by converting 
their firm transmission withdrawal rights with non-firm TWRs.

Because of this conversion, PJM can curtail deliveries over Linden 
VFT’s and HTP’s facilities if the energy is needed in PJM, IPPNY 
argued. Since delivery is not guaranteed, resources should not be 
allowed to send installed capacity (ICAP) from PJM into New York 
over Linden VFT’s and HTP’s transmission lines, the group said. 
Instead, these resources should be offered into PJM’s capacity 
market, the complaint said.

But NYISO is still allowing the sale of ICAP over these facilities 
based on PJM’s assurances that those deliveries will not be curtailed, 
the group argued. NYISO’s decision is impacting clearing prices and 
hurting reliability in both PJM and NYISO, the complaint said.

“With respect to the harm to PJM markets, the impermissible sale 
of ICAP artificially reduces the level of ICAP that would otherwise be 
available to supply the PJM market, which may unjustly be causing 
higher ICAP prices for PJM loads,” the complaint said.

And NYISO faces the risk that ICAP exported over the VFT facility 
will not be available if PJM curtails such exports, IPPNY said. “If PJM is 
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THE DOCKET

Pipeline projects

CP15-93 Rover Pipeline; 711 mile, 3.25 Bcf/d project; partail service; OK 
to bring Mainline B, supply segment in service, pending request 
for laterals

CP15-554 Atlantic Coast Pipeline; about 600 mile, 1.5 Bcf/d pipeline; 
partial construction underway

CP16-10 Mountain Valley Pipeline; 301-mile, 2 Bcf/d through W VA, VA; 
OK to start work; court dismissed enviro request on water 
certificates

CP16-357 Mountaineer XPress; 170 mile, 2.7 Bcf/d expansion, with 
228,300 hp of compression; construction underway, extended 
work hours granted

CP15-558 PennEast Pipeline Project; 118 mile, 1.1 Bcf/d expansion; FERC 
certificate issued

CP16-38 WB XPress Project; 1.3 Bcf/d expansion with 186,383 hp of 
compression; FERC certificate issued, construction underway

CP15-115 Northern Access 2016; 99-mile, 490 MMcf/d project; 
certificate approved, New York permit denied; 2nd Circuit 
appeal, request for waiver

CP17-478 Midship Pipeline, 1.4 Bcf/d, 199.4 mile project in Oklahoma, 
final EIS issued June 21

CP17-101 Northeast Supply Enhancement Project; 400 MMcf/d expansion 
to serve NYC area; draft EIS March 23, NY water permit 
application refiled

CP17-40 Spire STL Pipeline, 400 MMcf/d, 66 miles; EIS issued 
September 29, 2017

CP15-17 Southeast Market Pipelines, 685 miles through Georgia, Florida 
and Alabama; FERC order reinstating pipeline certificates

CP18-103 Cheyenne Hub Enhancement Project, REX compression project 
to add 1 Bcf/d hub service capacity near western end of system

CP18-94 Cheyenne Connector, 70-mile, 600,000 Dt/d pipeline to connect 
REX’s Cheyenne hub to production in Weld County, Colorado

CP18-186 Southeastern Trail project, 7.7-mile, 296,000 Dt/d project in 
Virginia, environmental assessment planned

CP18-46 Adelphia Gateway project, 775 MMcf/d project in Pennsylvania 
and Delaware

CP18-89 Empire North Project, 205 MMcf/d compression project in 
Pennylvania and New York

CP18-137 Buckeye XPress Project, 66-mile pipeline replacement project 
in Ohio and West Virginia to add 275,000 Dt/d

LNG

CP15-490 Delfin LNG, onshore portion of Gulf of Mexico project designed 
to export 13 million mt/year; MARAD approved, FERC approved

CP15-521 Gulf LNG Liquefaction project, two trains planned to export  
1.5 Bcf/d in Mississippi

CP15-550 Venture Global Calcasieu Pass LNG project proposed with 
capacity to export 1.33 Bcf/d; draft EIS issued

CP16-116 Texas LNG Brownsville, small-scale LNG project to be built in 
two, 309 MMcf/d phases

CP16-454 Rio Grande LNG, 3.6 Bcf/d facility proposed for Brownsville, 
Texas

CP16-480 Annova LNG Brownsville, 0.9 Bcf/d facility planned in 
Brownsville, Texas

CP17-117 Driftwood LNG project with liquefaction capacity of 3.33 Bcf/d 
in Calcasieu Parish, Louisiana;

CP17-178 Alaska LNG proposal to develop a 3.3 Bcf/d gas treatment 
plant, 800-mile pipeline; and 2.56 Bcf/d LNG terminal, EIS due 
December 2019

CP17-20 Port Arthur LNG, 1.86 Bcf/d export facility proposed for Port 
Arthur, Texas

CP17-66 Plaquemines LNG and Gator Express Pipeline Project; export 
facility with 20 million mt/year capacity; two short laterals

CP17-470 Freeport LNG Train 4 expansion to add about 0.72 Bcf/d of 
capacity to Quintana Island, Texas, facility

CP17-495 Jordan Cove LNG export facility at Port of Coos Bay, Oregon; 
paired with 229-mile Pacific Connector Pipeline (CP17-494)

PF15-26 Corpus Christi Stage 3 Project to add two liquefaction trains of 
0.7 Bcf/d each to ongoing project in Texas

Gas policy

PL18-1 Notice of inquiry on natural gas certificate policy

Tax policy

PL17-1 FERC order on key tax allowance policy for pipelines set up as 
partnerships following court remand

IS08-390 Order on remand stemming from United Airlines case on MLP 
tax allowance policy, request for rehearing and abeyance

IS09-437 Orders tied to SFPP rates stemming from case on MLP tax 
allowances; request for rehearing and abeyance by SFPP; 
petition filed

RP18-415 Shippers request for show-cause order to demonstrate 
pipeline, storage rates are just and reasonable after tax cuts

RM18-12 Broad NOI for comment from the electric, gas and oil sectors 
on effect of tax reforms on FERC-jurisdictional rates

RM18-11 Rulemaking for pipelines to submit one-time filings on tax 
reform impacts and take action on rates

EL18-62, EL18-72 Show-cause orders to 48 utilities on rate impacts in light of 
new federal corporate income tax rate

Electricity

AD16-16 Initiative weighing the need and potential scope of reforms to 
the implementation of PURPA

AD16-18 Effort considering possible improvements to Order 1000 to 
better spur investment in new transmission

AD16-25 Initiative seeking input on how electric storage could be used 
as transmission assets in wholesale markets

AD17-11 Initiative weighing possible paths forward for reconciling the 
competitive market framework with states’ actions

AD18-10, RM18-9 Initiative to lift barriers to market participation of distributed 
energy resource aggregations

AD18-7 Proceeding to evaluate resilience of bulk power system in RTOs 
and ISOs

RM16-17 Market surveillance rule that proposes new reporting regime to 
improve detection of power market manipulation

RM16-21 NOI seeking ways to harmonize market power analyses 
conducted during mergers and to grant MBR authority

RM17-2 FERC directs more transparency in uplift; order concludes 
broader price formation initiative

RM17-8 Final rule to reform interconnection processes for large 
generators with capacity greater than 20 MW
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experiencing system stress in New Jersey for reasons other than an 
unexpected forced outage affecting the PJM system alone, it is likely 
that the NYISO is experiencing similar stressed system conditions in 
New York City,” the complaint said.

IPPNY urged FERC to prohibit resources in PJM from scheduling 
ICAP to NYISO’s Zone J over transmission lines that do not have firm 
TWRs, the complaint said. “Each monthly ICAP auction that occurs 
without a commission order directing the NYISO to prohibit these 
transactions will further add to the harms that have been incurred by 
NYISO and PJM customers since the beginning of the year,” the 
complaint said.

— Kate Winston

Generators say Mystic order  
mirrors their capacity price concerns
New England generators are telling FERC that ISO New England’s 
current plan to keep Exelon’s Mystic plant in Massachusetts running 
could unfairly reduce prices in the capacity auction and spur more 
retirements.

“The price suppression that would occur from the ISO’s action 
could exacerbate the very problem they are trying to deal with by 
retaining the Mystic units,” Dan Dolan, the president of the New 
England Power Generators Association, said July 30.

NEPGA’s request echoes a complaint they filed earlier this year, but 
now they say a recent order shows FERC shares their concerns.

In May, ISO-NE sought a tariff waiver (ER18-1509) for an out-of-
market remedy, in the form of a cost-of-service agreement with 
Exelon, to keep Mystic units 8 and 9 operating to ensure reliability in 
2022 and beyond. The units use LNG from the Distrigas import 

terminal, rather than pipeline gas, for fuel supply.
FERC on July 2 threw out ISO-NE’s request — saying it was too big 

a change to be done through a waiver — and required the ISO to make 
short- and long-term fixes to its rules to address fuel-security 
concerns. FERC on July 13 then accepted and suspended Mystic’s 
cost-of-service agreement in case ISO-NE’s short-term tariff 
accommodates the deal.

The grid operator is working on a short-term proposal to file by the 
end of August. ISO-NE is planning on treating resources retained for 
fuel security as price-takers in Forward Capacity Auction 13, and will 
review treatment for later periods, said Marcia Blomberg, a 
spokeswoman for the ISO.

This means the Mystic units’ 1,700 MW of capacity would be 
offered into the auction for the 2022-23 period at a price of zero, 
ensuring they clear the market.

But NEPGA opposes ISO-NE’s plan and claims FERC’s July 2 order 
mirrors the group’s concerns.

“The commission’s clear preference is for ISO-NE to treat fuel 
security resources in a way that avoids offering them into the FCA at 
uncompetitive offer prices,” NEPGA said.

Generators asked FERC to clarify that ISO-NE’s plan is at odds with 
the commission’s directives. FERC should also clarify that the ISO 
should file a proposal that either offers fuel security resources at their 
competitive offer price, or procures the resource outside of the forward 
capacity market, with the obligations and compensation for the service 
dictated solely by a cost-of-service agreement, NEPGA said.

Repricing the Mystic units as price-takers in FCA 13 could suppress 
capacity prices by more than $600 million and displace up to 1,285 MW 
of otherwise economic resources, NEPGA explained in a footnote.

“Uncompetitive pricing will drive existing resources to exit the 
market and, in those cases where exiting resources are needed to 
maintain local or regional reliability, cause additional [cost-of-service] 
agreements,” Bruce Anderson, vice president of market and regulatory 
affairs at NEPGA, said in a recent presentation.

However, Connecticut regulators asked FERC to clarify that its 
statements on fuel security resource pricing were not intended to be a 
predetermine policy or a binding directive to ISO-NE. The ISO tariff 
requires reliability units to be price takers to ensure they are counted 
as capacity in the FCA, they said. “The fact a unit may be retained for 
fuel security rather than local transmission security fails to draw a 
reasoned distinction supporting disparate FCA pricing treatment,” the 
Connecticut request said.

— Kate Winston

focus on basic what I call cyber hygiene is something we are going to 
need to ingrain into ourselves as a society as we become more 
connected and therefore more vulnerable to cyber threats.”

Bruce Walker, assistant secretary for DOE’s Office of Electricity, 
said cyber threats to the energy sector were long focused on the 
information technology side of the industry, but attention has 

‘Cyber hygiene’: Reducing human error key 
part of fight against digital attacks … from page 1
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THE COURTS — TOP PENDING ELECTRIC CASES

Docket Court Parties Description Date Filed Latest Action

17-2654 2nd Circuit
Coalition for 
Competitive Electricity, 
et al v. Zibelman, et al

Appeal of district court decision upholding aspect 
of New York's Clean Energy Standard intended to 
support nuclear generation in the state

08/25/17
Oral argument held March 12; letter filed May 29 informing the court 
of the amicus brief filed with the 7th Circuit on DOJ and FERC's 
position on ZECs; responses to the amicus brief filed by parties

17-2445 7th Circuit
Electric Power Supply 
Association, et al v. 
Star, et al

Appeal of district court decision upholding an Illinois 
law intended to provide ratepayer-funded subsidies to 
keep two at-risk Exelon nuclear plants from closing

07/17/17 "Oral argument held January 3; DOJ and FERC filed a brief as amicus 
curiae May 29; responses to the amicus brief filed by parties"

17-70881 9th Circuit Shell Energy North 
America v. FERC

Lawsuit over disgorgement ordered in connection to 
market manipulation during the Western energy crisis 03/27/17 Shell filed an unopposed motion on June 13 to dismiss the petition as a 

result of settlement, which is now final and non-appealable

15-1098, 
et al DC Circuit Verso v. FERC

Lawsuit over FERC directing Midcontinent Independent 
System Operator to retroactively increase system 
support resource rates Michigan ratepayers paid

04/17/15 Petition for review denied July 31 as court found the reallocation at 
issue did not constitute an impermissible retroactive rate increase

15-1363 DC Circuit State of West Virginia, 
et al v. EPA, et al Lawsuit over the legality of the Clean Power Plan 10/23/15

Court on June 26 ordered that the consolidated cases remain in 
abeyance for 60 days; EPA is directed to continue to file status reports 
at 30-day intervals, with the latest report filed July 26

15-1381 DC Circuit State of North Dakota 
v. EPA

Lawsuit challenging the Environmental Protection 
Agency's carbon rule for new power plants 10/23/15 Court on August 10 ordered case to remain held in abeyance, with 

status reports from EPA due every 90 days and last filed July 24

16-1019 DC Circuit Madison Gas and 
Electric, et al v. FERC

Challenge of Midcontinent Independent System 
Operator's revamped resource adequacy process 
(ER11-4081)

01/19/16
Partial voluntary remand to FERC granted and case to be held in 
abeyance with status reports due from FERC every 90 days, with 
last status report filed July 2

16-1150 DC Circuit Ameren Services 
Company, et al v. FERC

Transmission owners in Midcontinent Independent 
System Operator seek judicial review of interregional 
Order 1000 compliance filings (ER13-1923)

05/23/16 Petition for review denied June 22; issuance of the mandate witheld 
until seven days after disposition of any timely petition for rehearing 

16-1153 DC Circuit Consolidated Edison 
Company, et al v. FERC

Challenge of PJM Interconnection's use of solution-
based DFAX to allocate costs for the BLC and 
Sewaren transmission projects (EL15-18; ER14-972; 
ER14-1485)

05/25/16 Case held in abeyance pending decision in FERC proceedings, with 
last status report filed June 25

17-1014 DC Circuit State of North Dakota, 
et al v. EPA, et al

Lawsuit over the Environmental Protection Agency's 
rejection of petitions to reconsider the Clean Power Plan 01/17/17

June 26 order keeping the consolidated cases in abeyance for 60 
days; EPA is directed to continue to file status reports at 30-day 
intervals, with latest report filed July 26

17-1110 DC Circuit NextEra Energy 
Resources, et al v. FERC

Lawsuit over an exemption from ISO New England's 
buyer-side market power mitigation rules granted to 
renewable energy resources (ER14-1639)

04/03/17

Petition for review denied July 31 with court ruling that FERC 
engaged in reasoned decision-making to find that the renewable 
exemption to the minimum offer price rule results in a just and 
reasonable rate

17-1251 DC Circuit Entergy Services v. 
FERC

Lawsuit challenging FERC orders requiring Entergy 
Arkansas to pay other Entergy affiliates for damages 
tied to electricity  the Arkansas unit improperly sold 
to third-party marketers

11/21/17 Case held in abeyance pending decision in FERC proceedings, with last 
status report filed June 12

17-1275 DC Circuit Exelon v. FERC Challenge of ISO New England's retirement reforms 
(ER16-551) 12/28/17 Exelon brief filed on April 17; FERC brief filed July 2; Exelon's reply 

brief filed July 30; final briefs due August 20

1:17-cv-
00253

US District Court 
for DC

Public Citizen, et al v.  
Trump, et al

Lawsuit challenging President Trump's so-called two-
for-one executive order on regulations 02/08/17

Defendants' motion to dismiss filed May 14; plaintiffs' combined 
opposition and cross-motion for summary judgment filed June 4; 
parties filed responses to motions

1:16-cv-
00205

US District Court 
for District of Maine FERC v. Silkman, et al Demand response manipulation case in ISO New 

England to affirm FERC penalties 04/13/16

Parties filed cross motions for summary judgment on the statute 
of limitations issue on February 28 and responses in opposition to 
those motions on March 30, with replies filed April 20; if subsequent 
summary judgment order does not resolve the case, the court will 
hold a telephone conference to discuss scheduling the remaining 
summary judgment issues

1:17-cv-
12274

US District Court 
for District of 
Massachusetts

Breiding et al v. 
Eversource Energy et al

Class-action lawsuit against Avangrid and Eversource 
Energy, alleging that anti-competitive gas pipeline 
activity resulted in $3.6 billion in overcharges for 
power

11/16/17

Defendants on April 27 filed a motion to dismiss for failure to state a claim, 
and plaintiffs on May 22 filed a brief in opposition, with defendants filing 
reply briefs in support of the motions to dismiss on June 11 and June 12; 
motions to dismiss hearing held August 1

3:15-cv-
00452

US District Court 
for Eastern District 
of Virginia

FERC v. Powhatan 
Energy Fund, et al

Up-to congestion manipulation case to affirm FERC 
penalties 07/31/15

Amended complaint filed by FERC January 29. Memorandum filed 
in support of joint motion to dismiss for failure to state a claim; 
opposition to memorandum filed by FERC; reply to opposition filed 
April 4

2:16-cv-
00732

US District Court for 
Southern District 
of Ohio

FERC v. Coaltrain 
Energy, et al

Up-to congestion manipulation case to affirm FERC 
penalties 07/27/16

Court refused to dismiss the bulk of charges against Coaltrain. 
Motions about venue or jurisdiction due December 31; primary expert 
due by February 15, 2019; rebuttal expert due by March 29, 2019; 
discovery due by June 30, 2019; and dispositive motions due by July 
31, 2019. Settlement demand due May 15, 2019, with response due  
May 31, 2019; status conference  held August 1, ordering motions 
to amend due by November 30 and status report on discovery due 
October 15
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Market players, regulators weigh in  
on evolving cyber risks for energy

An uptick in public disclosure of cyberattacks by the federal 
government and the US’ calling out of Russia for its role in cyber 
intrusions have put a brighter spotlight on risks facing the energy sector.

Industry and federal agencies are working to improve their ability 
to anticipate different kinds of threats, spanning from the 
extraordinary, sophisticated, nation-state attack all the way down to 
the hacktivists and script kiddies, a term characterizing unskilled 
individuals who use existing computer scripts or code to hack into 
computers.

Here are some key comments from gas and power players and their 
regulators on areas they have identified as needing more attention:

increasingly turned to operational technology. The IT side includes 
digital communication, data and other material that is connected to 
the internet in some capacity. The operation technology side has the 
systems that manage the movement of electrons through the grid and 
molecules through pipelines.

Even with more attention going toward operational technology, the 
techniques being used by hackers are often the same in trying to find 
an entry point into the system, Walker said. This has kept an emphasis 
on educating power sector employees and addressing the human 
element of risks to the grid.

DOE’s Cybersecurity Capability Maturity Model program “gets into 
people not opening emails that are unknown and being a bit more 
sensitive to anything that could give anybody access to their systems,” 
Walker said of the public-private partnership developed to aid big and 
small companies with evaluating, prioritizing and improving their 
cybersecurity capabilities.

At Southwest Power Pool, employee education and the type of 
shift in mindset that Chatterjee advocated are already in play. 
Employees are not only told about phishing but tested with programs 
to see if they would fall for schemes, according to Barbara Sugg, SPP’s 
vice president of IT and chief security officer. “The concept of ‘see 
something, say something’ is prevalent here.”

For companies and regulators alike, keeping up to date on the 
continuously evolving nature of cybersecurity is at the heart of 
defending against cyber threats.

To aid this effort, DOE established a distinct Office of Cybersecurity, 
Energy Security and Emergency Response, or CESER, to more acutely 
focus on near-term, actionable ways to mitigate threats to the grid. 
Walker is currently serving double duty as acting assistant secretary of 
CESER. Karen Evans, the national director for US Cyber Challenge, is 
awaiting Senate confirmation to become the permanent head of the 
new office.

Information sharing can be a double-edged sword, however. There 
are “countless” information flows identifying cyber threats and 
so-called indicators of compromise, according to John Bryk, a cyber 
and physical threat intelligence analyst with the Downstream Natural 
Gas-Information Sharing and Analysis Center. The deluge of 
information can be challenging to sort through.

Cyber strategists and analysts have to be judicious with the 
parameters they set up to filter these feeds, striking a balance 
between winnowing down the information to find what is useful and 
inadvertently excluding relevant threats.

“You have to do an intel threat analysis and figure out what it really 
means to you and to the members [of your industry],” Bryk said. “Out 
of all those threats, all those billions of bits that come across every 
day, hopefully we are hitting the right one.”

Scott Aaronson, vice president of security and preparedness at the 
Edison Electric Institute, noted that industry is using a risk matrix that 
allows all threats to be considered and approached differently. Industry 
squashes high-likelihood, low-consequence attacks on a daily basis 
from less sophisticated hackers’ efforts to access the network.

But high-consequence, low-likelihood events involve near-peer 
nation-states and other advanced threat actors that necessitate 

partnering “really closely with the government,” said Aaronson, who 
also serves as secretary for the Electricity Subsector Coordinating 
Council. The council is the main liaison between the federal 
government and power sector to help monitor threats, share 
information and prepare for potential future disruptions to the system.

“We do have to give that an awful lot of attention because at the 
end of the day our only responsibility as critical infrastructure providers 
is to provide a reliable product to support national and economic 
security,” Aaronson said.

Still, the latest annual worldwide threat assessment released by 
the US intelligence community earlier in the year expressed some 
trepidation with “the increasingly damaging effects of cyber 
operations and the apparent acceptance by adversaries of collateral 
damage.”

Senator Martin Heinrich, Democrat-New Mexico, said the US lacks a 
cyber doctrine that projects to the world where the “red lines” are 
concerning interference with critical infrastructure by foreign actors. 
Heinrich, at a power grid forum, declined to comment on whether he 
believed Russia’s cyber campaigns targeting US energy assets crossed 
the red line as aspects of those attacks remain classified.

“We need to figure out how we’re going to project to them what we 
consider meddling and what we consider a truly hostile act of war,” he 
said. “We have to decide that … because they need to know where 
those red lines are too, and right now I don’t think they know that, and 
they have a very lean-forward approach to cyber work.”

The US is in the early stages of international diplomacy in the cyber 
space. While Heinrich advocated for either executive or legislative 
action to clarify the US’ stance, industry players pointed out that 
deciding where to draw the line can be difficult.

At a high level, the line becomes much brighter with regard to 
cyberattacks that present national security concerns and impact the 
ability to deliver electricity to customers, as opposed to hacks targeting 
personally identifiable information, intellectual property and IT 
networks. But the line gets less clear when one considers, for instance, 
North Korea’s hack of Sony Pictures in 2014 — a traditional IT attack on 
one hand, but pursued to create diplomatic unrest, Aaronson said.

— Jasmin Melvin; Sarah Smith, S&P Global Market Intelligence
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Dominion Energy
“The thing we need from [regulators and legislators] is … an 

understanding that this part of our business is in constant flux, and it 
will continue to be that way,” said Tom Arruda, Dominion’s director of 
information technology risk management. “Any regulations that 
prescribe specific cyber defenses, they may help us for the moment, 
but because of the ever-changing nature of the business, they don’t 
necessarily last very long.” Policymakers also should “make sure that 
anything that gets passed actually has an impact on security of our 
assets, and isn’t just a compliance regulation or creating some 
paperwork on something that doesn’t actually improve our defenses 
or defensive posture.”

Consolidated Edison
Spokesman Allan Drury said ConEd was “in regular touch” with the 

federal government and its regulator on cyber threats facing the 
industry. “The more we can share information and expertise back and 
forth, the better,” Drury said, adding that “the more informed 
regulators and other public officials are about this topic, the better.”

Southwest Power Pool
Certain government information sharing and threat identification 

programs are very costly for companies, “contributing to a lack of 
participation that diminishes their value,” said Barbara Sugg, SPP’s vice 
president of IT and chief security officer. Though costly, these 
programs allow participating companies to share real-time security 
and internet traffic information with analysts who are able to spot 
trends and “rally the troops” if they identify any anomalies that might 
have gone unnoticed had they only had access to one company’s real-
time data, she said, adding that “the more participants that are part of 
it, the more valuable it is, and bringing the cost down is going to be the 
only way to get some of these other entities to participate.”

Edison Electric Institute
Scott Aaronson, vice president of security and preparedness, said 

the partnership between industry and government “has been 
tremendous,” but more must be done to ensure “that the right people 
can get the right information at the right time,” and “that includes both 
getting people [security] clearances and declassifying information so 
companies can protect their systems” without having to go into a 
secure room. “Getting actionable intelligence out into the community 
so we can take action to protect our systems is huge,” he said.

American Gas Association
Gas industry executives “are just not getting clearances. This is 

something legislators could fix or help fix,” AGA President Dave 
McCurdy said. “We’re still trying to get clearances for CEOs and top 
executives. Not every CEO needs a clearance.”

Interstate Natural Gas Association of America
INGAA Security Director Rebecca Massello echoed displeasure with 

the “cumbersome and slow” process associated with being able to get 
security clearances. “From an operator perspective, you need at least 
two to three people on staff that have clearance that can be filtering 

through this threat information … to determine if and how they need 
to respond in their individual network,” she said, adding that “if the 
process of getting a clearance can take six months to two years, that 
kind of puts you at a hindrance in your ability to get that information.”

Department of Energy
“All the legislation is in place that we need,” according to Bruce 

Walker, assistant secretary for DOE’s Office of Electricity. Now it’s 
about R&D and making sure “the oil, natural gas and electric sectors 
are in lock step with the federal government” when it comes to 
preparing for and responding to incidents.

Federal Energy Regulatory Commission
“The day is not going to come when we may declare victory, at 

least in our lifetimes, over cyber problems,” Chairman Kevin 
McIntyre said during a power grid forum. “It is a matter that 
commands constant vigilance” as threat actors “mean to harm our 
national security and … our pockets.” Through the oversight of a 
suite of reliability standards imposed on the power sector, FERC 
has “an official function in monitoring and asking ourselves 
constantly whether that suite of regulations … is doing what it’s 
intended to do in terms of the protection of our grid from a cyber 
standpoint,” McIntyre said.

But Commissioners Neil Chatterjee and Richard Glick have called 
attention to the lack of mandatory standards to safeguard natural gas 
pipelines against cybersecurity threats, comparable to those set for 
the power grid. While the Transportation Security Administration has 
authority to set mandatory standards, it relies on voluntary ones, and 
has only six full-time employees to oversee gas, oil and hazardous 
liquids pipelines across the country, the commissioners said in a joint 
op-ed. DOE may be a more appropriate venue to vest pipeline security 
responsibilities, they asserted.

— Jasmin Melvin

significant regional benefits, including reliability, that accrue to all 
members of PJM.

In July 2013, Dominion proposed to rebuild an aging high-voltage 
transmission line between Elmont and Cunningham, Virginia. At first, 
the project did not qualify for regional cost allocation because it was 
not needed to meet the planning and reliability criteria of PJM, North 
American Electric Reliability Corp., or Dominion.

Dominion later changed its planning criteria, and argued the project 
should be eligible for regional cost allocation. In 2015, PJM proposed to 
allocate half the costs to Dominion and spread the remainder among 
23 other utilities.

But an Ohio-based utility complained that Dominion had unilaterally 
imposed costs on other utilities by adopting new planning criteria. So a 
batch of utilities proposed a tariff amendment to prohibit cost sharing 
for any project planned only to satisfy individual utilities’ planning 
criteria.

DC Circuit tosses FERC order on PJM 
transmission cost allocation … from page 1
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MARKETS

DC Circuit backs New England  
market rule exemption for renewables
In a win for renewable energy, the DC Circuit Court of Appeals last 
week backed FERC’s approval of ISO New England forward capacity 
market rule changes.

The ISO-NE tariff revisions at issue featured an exemption for 
some state-sponsored renewable resources from the grid operator’s 
minimum offer price rule (MOPR), which requires new resources to 
offer capacity above a minimum price set at their approximate net 
cost of entry. The reformed tariff exempted up to 200 MW of 

FERC initially rejected the utilities’ amendment, but later reversed 
course and accepted the proposal, noting that 98% of previous projects 
to address utilities’ planning criteria produced only local benefits.

Commissioner Cheryl LaFleur dissented from FERC’s decision as 
well as on a separate order on a high-voltage Dominion line from 
Cunningham to Dooms, Virginia. LaFleur said she preferred to preserve 
PJM’s bright-line thresholds for regional cost allocation for all double-
circuit 345 kV and 500 kV and above projects.

The DC Circuit threw out FERC’s order, noting that the 
amendment unfairly denies cost sharing for all projects — including 
high-voltage lines — that are included in PJM’s regional plan only to 
satisfy the planning criteria of individual utilities. “The amendment 
thus produces a severe misallocation of the costs of such projects,” 
the court concluded.

For instance, Dominion would get only 47% of the benefits from 
the Elmont-Cunningham project, and 43% of the benefits from the 
Cunningham-Dooms project, but would have to pay for both projects 
under the amendment. This represents a wholesale departure from 
the cost-causation principle, the court said.

Citing LaFleur’s dissent, the court noted that the 98% of projects 
that produced no regional benefits involved low-voltage facilities for 
which costs had never been regionally shared. And FERC has long 
recognized the difference in benefits from high-voltage and low-
voltage projects, the court added. “Thus FERC could hardly say that 
trying to distinguish between high- and low-voltage facilities was not 
worth the trouble,” the court said.

While Order 1000 might technically allow the amendment, FERC 
must also follow its pre-existing, cost-causation principle to make a 
reasonable effort to match costs to benefits, the court said. “We fail 
to see how a categorical refusal to permit any regional cost sharing 
for an important category of projects conceded to produce 
significant benefits can be reconciled with the background principle,” 
the court said.

However, the economic merit of Dominion’s planning criteria and 
the appropriateness of the two projects remain open issues on 
remand, the court said.

— Kate Winston

qualifying new renewable capacity from the MOPR starting with ISO-
NE’s ninth capacity auction. Unused portions of that 200 MW could 
be carried over for two additional capacity auctions, up to a total cap 
of 600 MW.

FERC used “reasoned decision-making” to find the exemption 
ensured a just and reasonable rate, according to the July 31 opinion 
written by Senior Circuit Judge David Sentelle. FERC also did not abuse 
its discretion in denying power generators’ request for rehearing, 
Sentelle said in rejecting a petition for review in the case (NextEra 
Energy Resources, et al., v. FERC, 17-1110).

The lawsuit stemmed from a complaint (ER14-1639) from NextEra 
Energy Resources, NRG Power Marketing and several other power 
generators and distributors against tariff revisions that ISO-NE 
submitted in 2014 for its forward capacity market.

The generators filing the petition said the exemption was unjust 
and unreasonable because it would undermine competitive entry and 
suppress capacity prices by allowing exempted resources to offer 
capacity at below-cost rates. Although FERC eventually directed ISO-
NE to make some changes to its tariff, the commission reaffirmed the 
renewables exemption, prompting the generators to file another 
petition for review with the DC Circuit.

But the court endorsed FERC’s approval of the exemption on 
several grounds. The DC Circuit rejected petitioners’ complaint that the 
renewables exemption was contrary to the purpose of the forward 
capacity markets, which aim to create incentives for new entry by 
more efficient generators. The court deferred to FERC’s finding that 
the exemption achieved that goal by sending the right demand signals 
to accommodate state policy goals to add more renewable resources 
and protecting consumers from paying for redundant capacity that 
could result in excessive rates.

“The commission reasonably balanced the potential for limited 
price suppression against competing interests in concluding that 
the renewable exemption to the minimum offer price rule is 
consistent with the purpose of the forward capacity market,” the 
July 31 ruling said.

In addition, the court said FERC relied on substantial evidence to 
determine that any price suppression from the renewables 
exemption would be minimal. Under the revised tariff, clearing prices 
in ISO-NE’s capacity market are determined by where supply and 
demand curves meet. Generators in the case argued that below-cost 
resources would shift the supply curve to the right, causing the 
limited amount of exempted renewable resources to result in a much 
lower clearing price.

But the commission pointed to testimony from an expert witness 
that showed the supply curves ISO-NE would use to determine clearing 
prices were likely to be flatter than those offered by the generators’ 
experts, thereby limiting the price-suppressive effects of the 
renewables exemption. The court also deferred to FERC’s conclusion 
that expected load growth and plant retirements in New England would 
limit the potential for price suppression, with ISO-NE predicting the 
region would experience 6,500 MW in retirements by 2020, a large 
portion of the 35,000 MW market.

— Molly Christian, S&P Global Market Intelligence
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Making intermittent renewables more 
controllable enhances SPP market, board told
Converting most of Southwest Power Pool’s non-dispatchable variable 
energy resources, such as wind, solar and certain hydro generation 
assets, to become dispatchable would reduce congestion costs, 
negative pricing and the spread between real-time and day-ahead 
power prices, SPP board members were told last week.

Against that backdrop, the board approved a protocol revision that 
would require most such resources to be converted either by 2021 or 
the 10-year anniversary of such resources’ commercial operation date, 
whichever is later.

The revision request approved July 31 must be filed and approved 
as a tariff revision at FERC before it can take effect.

The new rule, Revision Request No. 272, would not apply to 
qualified facilities operating under the Public Utility Regulatory Policies 
Act of 1978, resources without a generation interconnection 
agreement, or to run-of-river hydropower plants incapable of following 
dispatch instructions.

The board in April considered a proposal to require conversion, but 
it had strong opposition, so the board referred RR No. 272 back to the 
Markets and Operations Policy Committee to study the proposal 
further and work on developing a proposal that would achieve greater 
consensus. Providing the extended conversion deadline and 
exemptions described above resulted in stronger, broader support for 
the change.

On July 31, Gary Cate, SPP manager of market design, described a 
study involving actual production cases for a particular period and 
modeling what would happen if all non-dispatchable variable energy 
resources, with the exceptions described above, were converted to 
dispatchable. Out of the 7,833 MW of existing NDVERs included in the 
study, 5,993 MW were modeled as converted, including 4,387 MW of 
wind, 1,433 MW of hydro and 75 MW of solar resources.

Being able to ramp down or up, if possible, such NDVERs resulted 
in the following changes:
■■ improved congestion management;
■■ lowered shadow prices;
■■ enhanced convergence between real-time and day-ahead power 

prices;
■■ increased real-time energy payments to converted NDVERs;
■■ increased revenue to resource assets generally;
■■ lower costs for load assets;
■■ slashed operating hours with negative pricing by more than 90%; 

and
■■ reduced revenues for virtual transactions.

“Right now, virtuals get an arbitrating opportunity between real-
time and day-ahead prices, and we’re exposing that gap,” Cate said. 
“You don’t want something that is a known way to extract money.”

In response to a question on whether discouraging virtual 
transactions would be useful, Keith Collins, director of SPP’s Market 
Monitoring Unit, acknowledged that virtual transactions may 
enhance a market by adding liquidity, such as when loads are under-
scheduling their supplies, but profiting from a structural market 

design inefficiency does not help the market overall because the 
real-time/day-ahead spread is usually uplifted to the market as a 
whole.

— Mark Watson

FirstEnergy CEO still a believer  
in DOE action on coal, nuclear
FirstEnergy CEO Chuck Jones told analysts last week that he continues 
to believe that competitive power markets in the US have “severe 
flaws,” and that a “diverse mix of production” is critical for the country.

“I do believe that the US Department of Energy is still looking at 
this serious issue and will step forward,” he said.

Throughout 2017, Jones took a leading role in the discussion of 
competitive markets and whether “disadvantaged” coal and nuclear 
facilities should receive financial support from states to keep them 
operating.

On March 29, Jones backed FirstEnergy’s unregulated merchant 
group, FirstEnergy Solutions (FES), when it sent a request to Energy 
Secretary Rick Perry for an emergency order that would have directed 
PJM Interconnection to compensate power plants with 25 days of fuel 
onsite.

DOE did not issue such an order, but it has indicated, subsequent 
to a leaked memo June 1, that it is reviewing how it might curtail coal 
and nuclear retirements.

Two days after making its request, FES filed for bankruptcy along 
with subsidiary FirstEnergy Nuclear Operating (FENOC).

FENOC had already announced it would close its three merchant 
nuclear facilities in PJM that have just over 4,000 MW of combined 
capacity, though FENOC said the plants would continue to operate for 
three years.

In late April, PJM said the three facilities could retire without posing 
a reliability threat. However, according to a source close to the 
company, if DOE were to find that those nuclear facilities should 
receive financial support, FENOC could and would most likely withdraw 
its decision to retire the units.

On July 10, Exelon Generation was declared by the US Bankruptcy 
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Court in the Northern District of Ohio to be the winning stalking-horse 
bidder for FES’ retail power business. The Exelon subsidiary’s bid was 
$140 million for a unit of FES that has approximately 900,000 
customers, mainly in Ohio.

August 24 is the court’s deadline for any other company to submit 
a higher bid.

If Exelon ends up the winning bidder, it is expected to turn over the 
FES operations to Constellation, its retail subsidiary that has over 2 
million customers.

During a second-quarter earnings call on August 1, Jones told 
analysts that FirstEnergy has worked out an agreement in principle 
with ad hoc groups of key FES creditors that includes turning over the 
1.3 GW coal-fired Pleasants Power Station near Belmont, West Virginia, 
that is owned by utility subsidiary Mon Power.

Jones said that with the settlement, which needs bankruptcy court 
approval, FirstEnergy will be able to sever all financial ties and 
obligations with FES by the end of this year.

Jones for nearly three years has been driving FirstEnergy toward 
being a fully regulated utility with no merchant commodity exposure. 
He said August 1, “Starting January 2019, any FirstEnergy commodity 
exposure will be gone.”

— Jeffrey Ryser

ISO-NE floats changes to capacity cost 
allocation to reflect reliability benefits
ISO New England is proposing to change the way it doles out capacity 
costs in order to assign more to constrained areas that receive the 
reliability benefits of the capacity.

The plan is the latest in a series of changes to ISO-NE’s forward 
capacity market (FCM), which has been criticized by some for failing to 
attract investment needed to maintain reliability. However, the 
initiative is separate from the ISO’s fuel security issues, and is part of 
the FCM zonal demand curve project that began several years ago, 
ISO-NE spokeswoman Marcia Blomberg said in an email August 2.

The proposal would make two important changes to the way 
capacity costs are allocated, according to the application (ER18-2125) 
filed with FERC on August 1.

First, rather than doling out costs to capacity zones based solely 
on the location of a resource, costs will be apportioned based on 
where capacity is providing a reliability benefit, according to related 
testimony by Deborah Cooke, an analyst at ISO-NE.

This reliability benefit is based on the marginal reliability impact 
(MRI) of capacity, which is the same concept used to determine the 
capacity market’s demand curves, Cooke said.

Starting with the forward capacity auction (FCA) 11 — a 
commitment period that starts June 1, 2020 — capacity was 
purchased using MRI-based demand curves, Cooke said. “This method 
recognizes that all capacity will provide value to the system — 
regardless of the location — but the value of the capacity provided 
may differ depending upon location,” she said.

For instance, an additional megawatt of capacity located in an 
import-constrained zone may have a bigger impact on system 

reliability than an additional megawatt of capacity in an export-
constrained zone, Cooke said.

ISO-NE previously used fixed demand curves, which restricted the 
amount of capacity that was considered to provide a reliability benefit 
to a neighboring capacity zone, Cooke said. “In contrast, the MRI-
based demand curves properly acknowledge that all capacity, 
regardless of location, provides some reliability benefit to the system,” 
she said.

Because ISO-NE has shifted from fixed demand curves to MRI-
based demand curves for purchasing capacity, the grid operator is 
proposing to similarly shift the way it doles out capacity costs.

“Under the marginal value approach, if the clearing price in an 
import-constrained zone is twice the price in the Rest-of-Pool Capacity 
Zone, then the capacity market charge rate for the import-constrained 
zone will be twice as great as the charge rate for the Rest-of-Pool 
Capacity Zone,” ISO-NE said in its proposal.

Second, the proposal would provide more transparency in FCM 
billing by providing a breakdown of the various charges and 
adjustments that make up the total capacity bill sent to market 
participants, Blomberg explained.

ISO-NE proposed to implement the FCM cost allocation 
improvements on June 1, 2022. The grid operator had originally 
planned to implement the changes on June 1, 2020, consistent with 
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the MRI-based demand curves used in FCA 11. But other matters were 
more pressing, Cooke said.

“The implementation date was delayed to allow time and resources 
to support other projects such as competitive auctions with sponsored 
policy resources (CASPR) and the region’s pressing fuel security-
related market changes,” Cooke said.

In March, FERC approved CASPR, which is intended to better 
accommodate states’ out-of-market resource procurement actions 
while also preserving competitive prices in the capacity market .

On the fuel-security issue, ISO-NE is working on interim tariff 
changes that would allow it to pursue a cost-of-service contract with 
Exelon’s Mystic units 8 and 9 in Massachusetts, which are fueled by 
onsite LNG from the Distrigas import terminal.

— Kate Winston

ENERGY PROJECTS

Senate Republicans pushing Clean Water Act 
change to help pipeline developers
Reacting to actions in New York to oppose gas pipeline projects, 
Senator John Barrasso of Wyoming and other Republicans are looking 
to limit the scope of state reviews for Clean Water Act permits for 
pipelines and other energy infrastructure.

If enacted, the measure could help grease the skids for new gas 
transportation capacity in various regions of the country, including in 
areas experiencing bottlenecks due in part to strong opposition by 
landowners, environmental groups and others.

Barrasso and Senators Shelley Capito, West Virginia, Steve Daines, 
Montana, and Jim Inhofe, Oklahoma, last week introduced the Water 
Quality Certification Improvement Act. The amendment would limit 
reviews under CWA Section 401 to water quality impacts, requiring that 
state regulators consider only those impacts directly related to the 
project. The bill also would require states to publish clear requirements 
for permits and inform project developers within 90 days if a permit 
application is incomplete.

“The water quality certification process is being abused by a few 
states in order to delay important projects.... This kind of obstruction is 
about politics, not water quality,” Barrasso said in a press statement.

Barrasso specifically pointed to New York regulators keeping 
FERC-approved pipeline projects from moving to the construction 
stage by denying a Section 401 permit. The New York State 
Department of Environmental Conservation blocked Constitution 
Pipeline’s 121-mile project in this manner. The 2nd US Court of 
Appeals and the US Supreme Court upheld the decision, but the gas 
industry and its allies, including Energy Secretary Rick Perry, said 
the denial was a political move to please environmentalists in the 
state. Constitution requested a two-year extension from FERC to 
complete the project.

Gas industry organizations supported the bill, saying it would 
improve the permit process. “For too long, politicians have abused the 
Clean Water Act to block energy projects designed to improve the 

safety and integrity of our infrastructure,” American Petroleum 
Institute’s Midstream Group Director Robin Rorick said in a July 31 
statement.

The bill would “bring clarity to Section 401 of the Clean Water Act,” 
said Interstate Natural Gas Association of America President Don 
Santa. “Cooperative federalism is upset, interstate commerce is 
disrupted, and the interests of other states are undermined when 
individual states step outside the role defined by Congress in Section 
401,” Santa said. “Providing clarity regarding the appropriate federal 
and state roles under Section 401 can restore the cooperative 
federalism Congress intended in this section of the Clean Water Act.”

— Ximena Mosqueda-Fernandez, S&P Global Market Intelligence

Northern Natural files with FERC to add 
138,504 Dt/d for Minnesota customers
Northern Natural Gas is seeking FERC authorization for additional 
projects under its Northern Lights expansion plan, adding another 
138,504 Dt/d of firm gas transportation service for customers in 
Minnesota.

The Berkshire Hathaway Energy unit filed a July 27 application 
(CP18-534) with FERC for the Northern Lights 2019 and Rochester 
expansion projects. It requested authorization by January 17, which 
would allow the developer to place facilities in-service by  
November 1, 2019.

Northern Natural said it presented the stand-alone expansions in 
one application due to overlaps in construction, time, geography and 
demands on its system. “Further, combining the two projects into one 
application avoids environmental segmentation.”

Both projects would be built and operated in Minnesota. The 
Northern Lights 2019 expansion plan features 10 miles of 24-inch-
diameter greenfield pipeline in Hennepin and Wright counties, 
running from a loop to a town border station. Other project facilities 
would include a 4.3-mile, eight-inch-diameter extension of a branch 
line loop in Morrison County, a 1.6-mile, six-inch-diameter loop in Le 
Sueur County, and a 3.1-mile, 24-inch-diameter extension of a line in 
Carver County.

Northern Lights 2019 is expected to cost about $158 million. Project 
customers include Centerpoint Energy Minnesota Gas, Xcel Energy on 
behalf of Northern States Power–Minnesota, and Flint Hills Resources, 
which together would receive 101,411 Dt/d.

The Rochester expansion would include 12.2 miles of 16-inch-
diameter greenfield branch line and supporting infrastructure. It would 
run between a new town border station and an existing branch line in 
Olmsted County. The project also would increase the maximum 
allowable operating pressure and relocate a pressure regulator. As the 
sole customer, Minnesota Energy Resources would receive 37,093 Dt/d 
of transportation service. The expansion would cost approximately 
$31.4 million.

The projects also would include a new compressor station in 
Carver County as well as modifications to compressor stations in 
Rice and Steele counties and at other regulator stations and town 
border stations.
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The projects would allow Northern Natural to keep meeting 
customer growth requirements outlined in long-term contracts for the 
multi-year Northern Lights project, designed to upgrade the Northern 
Natural system in anticipation of growth in demand through 2026.

— Ximena Mosqueda-Fernandez, S&P Global Market Intelligence

Federal appeals court dismisses  
challenge to MVP project’s water permits
In a win for a project that recently has suffered legal setbacks, a 
federal appeals court last week dismissed a request by 
environmentalists to review Virginia-issued water certification for the 2 
Bcf/d Mountain Valley Pipeline project.

The 4th US Circuit Court of Appeals upheld Clean Water Act Section 
401 permits issued by the Virginia Department of Environmental Quality 
to the MVP project in December 2017. The court’s judges unanimously 
rebuffed claims from environmental groups, including the Sierra Club, 
Appalachian Voices, Chesapeake Climate Action Network and Wild 
Virginia, which together accused Virginia of issuing the permits 
“arbitrarily and capriciously.”

The decision came on the heels of the appeals court’s decision 
July 27 to vacate permissions from the US Forest Service and Bureau 
of Land Management, which left MVP developers unable to build 
through the Jefferson National Forest.

In a separate proceeding, the Sierra Club again asked FERC to call a 
halt to construction work on the project, citing the court’s July 27 
ruling. “Because these mandatory federal authorizations are now 
lacking, FERC must not allow pipeline construction to continue, not 
only within the Jefferson National Forest, but anywhere along the 
pipeline route,” the Sierra Club said in a July 31 request.

MVP developers anticipated some delay because of ongoing court 
proceedings. During an EQT earnings call July 26, executives 
announced a push-back of the in-service date to first-quarter 2019. 
The MVP project is a joint venture of EQT’s EQT Midstream Partners, 
NextEra Energy, WGL Midstream, Con Edison Transmission and RGC 
Midstream.

Height Capital Markets energy analyst Katie Bays said the pipeline 
might not come online until Q4 2019. The estimate, Bays said in an 
interview last week, reflects issues that include the court’s possible 
refusal to reinstate a permit from the US Army Corps of Engineers for 
construction in West Virginia, in spite of EQT executives’ expectation of 
a favorable decision.

“We think there is more risk that the [permit] for West Virginia will 
not be reinstated by the court,” Bays said.

Another issue is an unknown time frame for approval of amended 

decisions from the Forest Service and BLM. Any changes in those 
decisions are unlikely to be cost prohibitive for the developers, Bays 
said, since the portion of the pipeline running through the Jefferson 
National Forest is small.

FERC approved the project (CP16-10) in October 2017 and 
authorized construction activities to kick off in January.

— Ximena Mosqueda-Fernandez, S&P Global Market Intelligence
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