
Incremental vs Equal Rights Approach for Tie Benefit 
FERC’s Orders in EL02-61 and EL02-70 said tie benefits should be allocated to the entities that support the ties.
Tie benefits are a function of the tie capacity, electrical system at the tie point (both sides) and the systems being tied together.

ISO identifies transfer limits in some cases for single ties and in other cases for clusters of ties.  For instance ISO has identified that Highgate has a transfer limit of 200 MW, but only defines the NY AC ties as a group as having a transfer limit of 1,400 MW.  For the remainder of this discussion, “tie point” will be used to describe both single ties and families of ties. 

Tie benefits do not always continue to increase as more transfer capability is added.  Nor are tie benefits necessarily proportional to a tie point’s electrical transfer limit.  For example, in the past ISO has done studies that showed increasing the NY interface from 1,400 MW (AC ties) to 1,700 MW (AC Ties plus cross sound cable) did not increase tie benefits from New York.

There is universal agreement on how to calculate total tie benefits.
There is a divergence of opinion on how to allocate this total tie benefit value back to the individual tie points. 
ISO can use various modeling techniques to allocate benefits to discrete tie points.  

ISO’s current proposal is to view all tie points as if they were built simultaneously, i.e. equal rights.  ISO models various combinations of tie points, connected and disconnected, determining each combination’s tie benefit and then distills the value of each tie point based on the transfer capacity of each tie.
If all ties are not viewed as being added simultaneously some method is needed to determine the individual tie points’ tie benefit values    NU’s proposal to do this follows.
In NU’s opinion, ties should not be treated with equal rights because tie benefits do not increase proportionately with transfer limit increases.  It is NU’s opinion that the tie points should be analyzed in the order they were installed, limited only by ISO’s ability to determine transfer limits.
The topology of neighboring control areas will drive tie benefits to specific tie points.  Thus a tie point added recently that takes advantage of topology will get its correct allocation of the total tie benefits.  On the other hand, a recently added tie point that increases transfer limits but results in no increase in tie benefits will get none.  
Following is an analogy to NU’s proposal:
Assume a single lane highway serves a major commuter parking lot.  At the end of the single lane highway, one single lane exit ramp take cars to the parking lot. 

If a second exit ramp to the parking lot is added to the single lane highway, more cars can park per hour.  If a third is added, even more cars can park per hour but the increase from two exit ramps to three exit ramps is less than from one to two ramps.  At some point, adding another exit ramp will not increase the number of cars that can park per hour because the limit is the single lane highway, not the exit ramps.

NU’s proposal is to give each exit ramp the incremental value it brings, not the average value. 

Examples of other situations in New England wholesale electricity market where value is assessed incrementally:

· energy offers are incremental by offer block arguably tied to incremental heat rates 

· energy, congestion and losses are priced incrementally not at average 

· each pricing node has its own LMP reflecting the incremental cost to serve incremental load at that physical location
· existing capacity resources do not have to share transmission space with new capacity resources; rather new capacity resources have to make incremental additions to transmission to secure capacity credit

· new transmission interconnections can not diminish the value of existing transmission interconnections when establishing a transfer capability; rather they must add incremental transmission resources to preserve existing transfer capabilities while creating their own 

