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Providing for Reliability – More Than 
Iron in the Ground

• Reliability requires not only…  
– Power plant infrastructure
– Robust transmission system 

• But also…  
– A market structure for 

investment including 
conservation and demand 
response

– Independent oversight and 
operational control of 
transmission grid 

– Comprehensive planning 
process to anticipate system 
needs
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Reliability Before Restructuring

• Before restructuring, local utility 
companies had “obligation to serve”
– Responsibility for long-term reliability 

was clear
– Connected creation of capacity and 

the distribution of energy 
• System had intrinsic flaws: Inefficient; 

little reason to improve service quality 
and control costs
– Little new transmission investment
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Restructuring’s Impact on Long-Term 
Reliability

• Restructuring broke link between capacity 
and energy
– Responsibility for long-term reliability no 

longer assigned
– Counterparty to capacity development 

dissolved 
• Dilemma: Investors, not consumers, now 

bear risk 
– Investment lags
– Market needs to provide sufficient 

revenue to compensate for services 
provided

• Needs assessment and planning shifts to 
ISO
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New England Capacity Outlook:
Overall Supply Surplus is Short-Lived
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New England Capacity Outlook: Supply 
Uncertainty

• Current supply is forecast to meet extreme peak demand for 
power only through 2006
– Extreme peak forecast has recently been exceeded
– Minimal new generation currently under development

• Attributes of some generating facilities put supply level at risk 
today
– Approximately 1600 MW have requested 

retirement/deactivation
– Over one third of supply uses natural gas
– Dual Fuel Capabilities questionable
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Generation ‘At Risk’

• Risk categories that could result in generation 
attrition or outages:
– Age:  Units that have been in service for 

more than 40 yrs
– Environmental:  Units that may need 

significant investment to meet 
environmental regulations

– Financial:  Units that are not economic 
(newer and older units)

• Energy market revenues not sufficient 
to sustain all existing units or to attract 
investment
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Age of Generators in New England

Total Capacity:  31,000 MW
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Supply Challenges

• New England overall has sufficient 
supply – but there are challenges:
– Excess generation, located 

away from load centers 
– Transmission needed to replace 

aging infrastructure and 
efficiently deliver power  

– Lack of fuel and technology 
diversity

– Facilities facing retirement (age, 
environmental or financial 
reasons)

– Current prices cannot support 
existing generation or incent 
investment
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Challenges in Transmission, Markets

• Transmission remains regulated: Aging, 
inadequate transmission system
– Southwest Connecticut, Boston, 

Northwest Vermont
• Regional projects face local opposition 

– Advocate transmission alternatives 
– Independent assessment adds 

credibility to needs 
• Market structure: Measures face 

opposition
– Concern about short-term impacts

• Demand: Retail price structure prevent 
consumers from reacting to prices 



11

New England Well-Positioned to Meet 
Challenges

• Tight power pool arrangement
• Record of cooperation with 

market participants and 
interregionally

• Current surplus gives window of 
opportunity

• RTO will provide greater authority 
for market design and 
transmission improvement
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Strategies to Secure Resource Adequacy

• Align market signals and incentives to promote infrastructure 
development

• Develop market rules, retail rate designs and infrastructure 
investment to enable the full integration of demand

• Remove market seams throughout the Northeastern US and 
Eastern Canada
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Keeping New England Plugged in

• “Virtually” re-establish linkages between 
capacity and energy lost with 
restructuring

• Market incentives to ensure needed 
investments

• Obtain regulatory approval of proposed 
market rule changes 

• Overcome transmission siting challenges 
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ISO New England: Keeping the Lights On
From Eastport, Maine to Westport, Connecticut




