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Meeting #14: Summary

26 people attended the meeting, which began at 10:00 a.m. on May 8 and concluded at 5:00 p.m. See attached attendance list.
I. Documents and presentations distributed/presented/posted on web (click to view)

Prior to the meeting:

· Meeting Summary from 3/25-26 meeting
· Agenda, May 8 
· Contingency Reserves Draft Chapter
· Power Delivery Draft Chapter
· Distributed Resources and Combined Heat and Power Memo
At the meeting:

· NEDRI Report Outline 
· Additional DG recommendation – Aaron Breidenbaugh/Keith O’Neil
II. Welcome and Introductions

Dr. Jonathan Raab, the NEDRI Facilitator, welcomed the Group and invited the Group members to introduce themselves for the benefit of new participants in attendance. Richard Cowart, the NEDRI Policy Director, noted that he had circulated a two-page outline of the final report. He asked the Group to provide the conveners with comments on the overall structure of the report. 

III. Load Participation in Contingency Reserve Markets

Brendan Kirby, a NEDRI consultant, provided the Group with a background presentation on what contingency reserves are, why certain loads are potentially ideal suppliers of ancillary services, and how loads might participate in these markets (click to view). 

In response to Mr. Kirby’s remarks, participants raised the following issues:

· What role would DG would play in contingency reserve markets?

· Are the benefits of load participation in contingency reserve markets likely to outweigh the costs (e.g. metering, telemetry, communications devices) so that a viable market may develop?

· Participants are compensated not just when their loads are deployed; participants also receive an availability payment such that compensation will also reflect that their loads are on standby in the event they are need to satisfy a contingency. 

· The payment mechanism needs clearer explanation in the paper.

· Make sure that the load reduction, communications, and telemetry technology are proven before it goes into place so that ISO system operators are comfortable that it is a reliable resource. 

Chuck Goldman then presented the recommendations of the NEDRI Consultants. The Group reviewed each of the four recommendations, making changes to the text as necessary and reordering the recommendations. 


The revised recommendations, along with highlights from the discussion of each of the Recommendations, follow. : 

Recommendation 1: ISO-NE should continue efforts to design and implement markets for contingency-reserve services as soon as possible after thorough consideration and review. Follow the FERC SMD Proposal
· Should we implement all three markets? 

· ISO-NE should continue to design and then implement contingency reserve markets. 

· The text should articulate the need to seek uniformity in Northeast (including NY and PJM). 

Recommendation 2:  There should be a market potential study and pilot demonstrations that assess the benefits and costs of using large and small loads to provide contingency reserves.  The pilot demonstrations should be reflective of the actual system logistics involved in aggregating and incorporating numerous small load resources.  As part of the pilot, load research and communication protocols and metering options for aggregations of small loads should be developed and evaluated, which may serve as an equivalent alternative to traditional performance measurements  used for generators. 

These studies and pilot demonstrations should be coordinated and led by ISO-New England. Potential support could come from US DOE, states, market participants, and others. 

· Recommendation 4 in the original slide pack was moved to Recommendation 2.

Recommendation 3: NPCC, working with ISO-NE, should ensure that the reliability rules and requirements related to Disturbance Control Standard (DCS) and contingency reserves are technology-neutral, performance-based, and consistently applied to all contingency resources. NPCC should publish engineering/economic analyses used to justify reliability rules.

Reliability rules should recognize technical and operational differences between central station generators and small demand response resources. 

· Add to the text that NEDRI understands and supports the NPCC and ISO’s current efforts in this arena. 

Recommendation 4: In a systematic process that involves the region’s stakeholders, ISO New England should review its contingency reserve metering and communications requirements and consider appropriate data recording and reporting requirements for small demand response resources; any revision of these requirements must be contingent on the continued maintenance of reliability requirements.
· No changes were made. 

The Group agreed to the four recommendations as they appear above. The Group also requested that the Memo:

· Define what demand response resources were in this context (e.g., load reduction and onsite generation). 

· Describe how the payments and credits would flow in contingency reserves markets.

· Establish the eligibility of DG and consider concomitant environmental impacts. 

IV. Distributed Generation and Combined Heat and Power

Rick Weston led the Group through the DG and CHP recommendations. The Group discussed each of the recommendations and made comments and edits as necessary. The Memo as edited by the Group is available here. Highlights from the discussion include the following:

Recommendation A:

· Define “DG”. Include this in a glossary defining all terms at the beginning of the Report. 

Recommendation B:

· Include the original footnote to the Recommendation.

· Should DG get a higher ICAP payment because it reduces line losses? 

Recommendation C:
· Revisit the environmental rules description. 

The Group agreed to the first 2 recommendations, and wanted to see the final wording on the third recommendation before signing off.  There was insufficient time to address a 4th recommendation circulated at the meeting by Keith and Aarron.  RAP will come back to the Group with an updated version of thes last two recommendation set. 

V. Demand Resources and Power Delivery

Mr. Cowart presented the recommendations in the Power Delivery report. He noted that several important changes had been made, as highlighted in his slides (click to view).

Participants also noted that the Memo should make clear that the recommendations are a package of solutions to power delivery problems. Specifically, it establishes a hierarchy of solutions to power delivery problems. They are:

1. Market-based solutions


2. Incentives-based solutions

3. A regulatory back stop if incentives do not work. 

While the structure of the chapter has changed from earlier drafts (which included substantial detail on system planning procedures and governance) some participants felt that the chapter still seemed to focus disproportionately on planning process and “backstop” issues.  

On the system investment recommendations, there was a clear split of opinion. Some participants expressed that they were unsure that they could assent to the recommendations without broader reconsideration of overall structure, objectives, principles, and tone of the memo. Others stated that the inclusion of alternatives to transmission investments was a key feature of the chapter and should not be removed.

The highlights from the discussion with respect to the specific recommendations included the following points which do not necessarily indicate consensus among the participants:

Recommendation 1: Power delivery infrastructure decisions should be based upon underlying energy service markets that are efficient and competitive, and that reveal the temporal and locational value of energy services.  NEDRI participants support the ongoing development of the region’s power markets and trading rules so as to reveal those values. 
The Group supported this recommendation with one amendment, to insert  “to the extent practicable” after “markets that are efficient and competitive”.  One participant also requested that the term “power delivery infrastructure” should be defined in the text, or that other terms be used for clarity. 

Recommendation 2: Transmission and distribution providers, ISO-New England, State utility commissions, and FERC should carefully consider the value of incentive regulation plans for wires companies that would encourage those firms to lower the overall costs of power delivery for their customers.
The Group supported this recommendation as drafted. 

Recommendation 3: Increase coordination among the states and between the states and the ISO on regional power delivery issues.
The Group generally supported the intent of this recommendation, but concluded that it could be merged with Recommendation #4. Participants made the following observations and suggestions: 

· Many agree with the wording, but does it need to be in the NEDRI report? Some wondered whether this was self-evident, thus not needing to be a recommendation

· The detailed text on planning seems to unbalance the paper, vis-à-vis markets and demand response. The text here and in Recommendation #4 should be shortened. 

· Include other industry stakeholders besides just states. 

· One participant recommended dropping the point on protecting independent state review, and urged NEDRI to advocate for a regional siting authority instead.

Recommendation 4: Conduct a continuing regional power system planning process to identify system needs and alternative strategies to meet them.
The Group generally supported this Recommendation as drafted, but thought it could be merged with Recommendation #3, and most thought that the text supporting both recommendations should be shortened. 

Recommendation 5: The outcome of a regional power system planning process should be an evaluation on an even-handed basis of a wide range of feasible, comparable solutions to emerging problems, including investments in generation, transmission, and demand-side options.
The Group supported this recommendation as drafted. 

There was general agreement that the planning process should evaluate alternative transmission and non-transmission options on an even-handed basis, and that the outcome of the process should be an assessment of those options for consideration by market participants and public decision-makers. 

· Participants noted that ISO-NE planning process is intended to do this already. 

· One participant noted that the ISO will resist being in the procurement business; it will undertake planning only. 

· Bear in mind for future drafts that this recommendation may be a link to resource adequacy. 

Recommendation 6: Leave investment and siting decisions in the hands of market participants and state regulators wherever possible, assigning cost responsibility to those who create the need for system upgrades, and those who benefit from them.

The Group supported this recommendation as drafted, with one important modification to the text – the text should be revised to make clear that “assigning cost responsibility to those who…” refers to the normal economic consequences of market-based investments. This can be done by deleting the phrase in the recommendation, and noting the point in the text. 

Recommendation 7: The ISO, NEPOOL, and FERC should apply an “efficient reliability” test, based on principles of least-cost analysis and resource parity, when considering proposals to socialize the costs of system improvements through wholesale rules and tariffs. 

Recommendation 8: Ensure comparable cost recovery opportunities for transmission and non-transmission resource solutions.
The Group engaged in extended discussion on these two points (applying a least-cost standard to market interventions supported by uplift or tariff;  and permitting comparable cost recovery opportunities to both transmission and non-transmission alternatives). There was a clear division of opinion on both of these points. Three general points of view were expressed:

(a) Some participants stated that while the planning process should study alternative possible solutions to grid problems, if solutions are not forthcoming in the market, that grid interventions thereafter should be limited to transmission solutions.  Further, non-transmission investments should not be recovered through uplift or transmission tariff.


(b) Other participants supported the recommendations as drafted, supporting both the idea that the “least cost uplift” solutions should be favored, and that they should be paid for through comparable means (either the transmission tariff or a parallel form of uplift).


(c) Finally, some participants distinguished between these two points of view depending upon which entity is permitted to make the investment decisions, and who is responsible for performance of selected solutions.  If a transmission company has (a) an obligation to ensure reliable service; (b) a tariff that permits it to make the investments necessary to ensure reliable service, whether in transmission assets or otherwise; and (c) the legal means to enforce contracts for performance by others – then investments in “non-transmission” assets could be part of a responsible grid solution.
NEDRI participants advancing all three of these positions asked the NEDRI team to redraft this section with alternative versions on these points, so that the Group as a whole can review and discuss them more thoroughly. 

Recommendation 9: New England’s electric distribution companies should seek out and acquire cost-effective demand side resources that would improve the reliability, operation and economics of the local distribution system.  They should use an ongoing planning process focused on the distribution system that considers all available resources to meet distribution needs. Investments at the distribution level should be guided by the principles of efficient reliability, least cost, and resource parity, just as they are at the wholesale level.
The Group supported this recommendation as presented, with the deletion of the last sentence linking this recommendation to recommendations 7 and 8. 

The text will be revised to reflect the fact that distribution planners do not yet have much experience with distributed utility planning, nor with the reliability of non-traditional investments to defer upgrades. Thus, the role of pilot programs is critical, and should be given greater emphasis in the section. 

Before adjourning, the Group deliberated over what next to do with the piece. There was substantial agreement on most of the recommendations in the chapter, except for Recommendations 7 and 8. on those topics, the Group indicated that it is comfortable with the idea of resource parity in the planning realm but ,  some members are much less comfortable with recommendations to apply the principle when it comes to actual procurement, and cost-recovery in tariffed rates. The Group asked for a redraft of the text on Recommendations 7 and 8 to present alternative approaches to the section, as noted above. 

The NEDRI team agreed to redraft the text as requested, and to circulate revisions to interested members.  A working group will meet by conference call a couple of times between now and the June meeting to discuss this chapter. 

The meeting adjourned at 5:00.

To-Do List:

1. Meeting Summary – Raab/RAP

2. Redraft text on power delivery chapter - RAP

3. Find space for June meeting – RAP

4. Post NPCC response to the Contingency Reserve Memo – Raab 

5. Schedule two working group meetings for Power Delivery paper– RAP 

6. Final Report additions: Add glossary, move the process description up to the front, include a list of participants. –RAP/Raab
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