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Meeting #9: Summary

51 people attended the meeting, which began at 9:30 and concluded at 4:45.  See attached attendance list.
I. Documents Distributed/Presented/Posted on Web

Prior to the meeting:

a. Meeting Summary from meeting #8, October 8, 2002 

b. Meeting agenda

c. Final Price-Responsive Load Program Recommendations – NEDRI Consulting Team

d. Long Term Resource Adequacy Options  - NEDRI Consulting Team

e. Long Term Resource Adequacy Background – NEDRI Consulting Team 
f. Planning and Expansion – NEDRI Consulting Team

g. Proposal Concerning Environmental Eligibility Criteria for Demand Response  - Environmental Regulators and NESCAUM
h. Proposal on "Who Should Pay Incentives to DR Participants? – ISO-New England
i. Long Term Resource Adequacy Power Point – NEDRI Consulting Team

At the meeting:
a. Price Responsive Load Programs Proposal powerpoint slides – NEDRI Consulting Team
b. Slide Handouts from Long Term Resource Adequacy Power Point presentation
II. Welcome and administrative items

NEDRI facilitator Dr. Jonathan Raab welcomed the Members and reviewed the day’s agenda. He asked if anyone had changes to the meeting summary, of which there were none. 

NEDRI Policy Director Richard Cowart gave a brief update on the EPA environmental study. The EPA will be analyzing the environmental implications of three demand-related scenarios: 1) 500 MW of demand response based on NEDRI designs, 2) 500 MW of energy efficiency based on typical portfolio measures in New England, and 3) a combination of the two. The studies will seek to forecast the impacts of each scenario on the region. It will also conduct sensitivity analyses that will indicate the air-quality implications of restricted and unrestricted distributed generation (DG) emissions. Lastly, the study will propose a methodology for tracking the air impacts of DR program designs going forward. The EPA will pick a consultant from its pre-approved list and hope to have results in three months or so. 

III. Demand Response and Resource Adequacy

NEDRI consultant Eric Hirst explored whether demand response can be applied to long-term resource adequacy (LTRA) requirements (click to view slides). During the course of his presentation, one or more Group member suggested the following modifications and additions:

· Slide 9: Revisit the suggestion that energy efficiency should not be applied to meeting resource adequacy requirements. It perhaps should be considered baseload, since, for practical purposes, DR seems to be the same as nuclear or large-scale hydro. Also, where does DG fall into the analysis: should it qualify? 

· Slide 10: The slide implies that the energy efficiency measures, even where not counted toward resource adequacy requirements, do in fact reduce baseload, which in turn results in lower absolute reserve margin requirements. 

· Slide 12: Some members raised questions concerning how much communication and communication hardware are necessary to make this work. They also enquired about the role of the aggregator in this area, which is not clear. 

Mr. Cowart echoed Mr. Hirst’s comment that FERC has not delineated a clear policy on the resource adequacy question, leaving the door open for NEDRI to develop something for the region. In launching the discussion, Mr. Cowart indicated that while some Members might rightly point out that there is no need for LTRA because a freely-functioning market would direct the development of a sufficient resource base, in practice, commodity markets also exhibit politically unpalatable boom-and-bust cycles.  Therefore, LTRA will be considered a necessity. 
Mr. Cowart summarized and enumerated some of the challenges the Group must contemplate in developing a workable LTRA requirement. 

a. Practically speaking, how do you harmonize the long-term planning (including payment schedules and sizes) that by definition underpins LTRA with payments that will be called in an hour?

b. On whom is the obligation to purchase these products? The LSE? Distribution companies? The RTO?

c. What’s the role of the RTO in this process? 

Group members made the following comments and suggestions regarding LTRA.  These comments were offered by one or more member but do not necessarily represent a consensus of the Group.

· If ICAP in New England is not broken, should we fix it? ICAP is effectively the same as LTRA.

· The key is to encourage desired capacity investment over the longer term. Should we be looking at the incentive schemes or the definition of the resources? 

· Resource adequacy is a real-time thing, so the ISO ought to be paying for resource adequacy in real time. Also, requiring a three-year planning horizon raises many gaming possibilities and discourages competitiveness. If long-term investments are indeed required, then obligations must rest with those entities that will be there over the longer term (such as utilities). If we want a market, then it should be designed so as to force companies to contract among themselves to reduce risk. 

· There is also a long-term place to talk about this, in long-term system planning. Perhaps long-term planning should look beyond transmission upgrades. 

· All market actors should be considered (including generators). There’s no right or wrong answer, just one that balances the burden. 

· If you’re not going to make capacity payments for efficiency, is there some other way of valuing the efficiency measures? 

· The cornerstone premise, as it applies to energy efficiency, is what load is there now? Energy efficiency cannot be “called” on an instantaneous basis, but this ignores what could have happened with enough lead time. Go with the program that is least cost. 

· The solution should be the same as auto insurance. The only people who will be here for the long-term is the customer, so they need to be invested in. (Commenter noted that the papers presented at the October Restructuring Roundtable on LTRA would be useful here (click to view).

· Load forecasting and accounting of load should take account of energy efficiency. 

· FERC is having a technical resource adequacy meeting now; in two weeks the transcript will be available. 

Mr. Cowart said that he agrees the Group cannot resolve the issue of whether LTRA is a wise policy option, but that the Group needs to assume that some form of LTRA will be in effect, and wrestle with the task of how to construct rules to get demand response integrated into it. He proposed that the NEDRI Policy consultants come back to the Group with a program strategy that could be discussed at a future meeting. 

IV. Voting on the Price Responsive Load Program

Observing that the ISO Markets Committee will meet on November 25 to revisit its Price Responsive Load programs for summer 2003, Dr. Raab indicated that the Group would need to provide the ISO with an indication of NEDRI’s views on the PRL programs (click to view). Mr. Cowart added that FERC is interested in receiving proposed changes to ISO-New England’s already approved programs based on recommendations from the NEDRI stakeholders.  The group received a brief review of each program recommendation, followed by a short discussion, after which it voted on the recommendation:

NEDRI Recommendation 1: Real-Time “Emergency” Demand Response Program. 

Accept the ISO-NE program already approved by FERC, with the following changes: 

· Higher minimum payments for called resources (provide either real-time locational marginal prices or $500/MWh minimum for 30-minute notice or $350/MWh for 2-hour notice, whichever is higher);

· Low entry barriers for Demand Response Providers ($500 annual fee);

· Longer-term commitment to DR programs (3 years starting with SMD, with option to extend);

· ICAP treatment that incorporates credit for reduced reserve requirements.

During the short discussion, some members expressed their view that the three-year commitment period be considered a minimum.

The Group unanimously approved the recommendation with 25 Members voting for it and five Members abstaining. Of the five that abstained, one felt he couldn’t bind his Commission
, two objected to paying customers incentives for load reduction, one felt she was too new to the Group to vote, and the last wanted to abstain until the issue of who should pay was resolved.

	Yes

(25) 
	ISO-NE, Vermont PSB, RI PUC, NH PUC, MA DEP, CT DEP, NESCAUM, MA DOER, ME Public Advocate, United Illuminating, Assoc. Industries of MA, HEFA, Union of Concerned Scientists, Northeast Utilities, National Grid, NAESCO, Joint DRR Supporters/E-Cubed, NEEP, VEIC, PACE, PRL Coalition, CT Consumer Counsel, US EPA, DRAM, Connecticut PUC 

	Abstain

(5)
	PJM, Maine PUC, Mirant, PG&E, Constellation New Energy

	No

(0)
	


NEDRI Recommendation #2: Day-Ahead Demand Response Program
Accept the ISO-NE program already approved by FERC, with the following changes: 

· More flexible bidding requirements for Enrolled Participants:

· 1 MW minimum but no limit on bid increments; and

· Option to submit energy bid offer monthly or per Capability Period;

· Low entry barriers for Demand Response Providers ($500 annual fee); 

· A longer-term commitment to DR programs (3 years starting with SMD); and 

· ICAP treatment that incorporates credit for reduced reserve requirements.
During the short discussion that preceded the vote, some members indicated interest in including recommendations in the following areas in addition to those proposed by the NEDRI consultants:

· Diesel generators should be banned from the non-emergency programs;

· Distinguish absolute load reduction from load reductions provided by on-site generation;

· Allow participants to bid in both the economic and emergency programs;

· Over time, take initial bids in less than the current 1 MW threshold; and

· Provide incentives only for true load reduction, plus very clean technologies.

Prior to voting on the NEDRI consultants’ recommendations, the Group decided that it wanted to vote on one potential additional modification, namely that incentives should only be provided for true load reduction and very clean generation technologies.  The Group was divided on this issue, with approximately half the group voting yes to support its inclusion, a quarter opposing it, and another quarter abstaining (see table below).    

	Yes

(12)
	Vermont PSB, MA DEP, CT DEP, NESCAUM, ME Public Advocate, Union of Concerned Scientists, NEEP, VEIC, PACE, CT Consumer Counsel, PG&E, Mirant

	Abstain

(7)
	ISO-NE, ME PUC, CT PUC, NGRID, PJM, PRL Coalition, NH PUC

	No

(6)
	MA DOER, Northeast Utilities, HEFA, E-cubed, Constellation/New Energy, Associated Industries of Massachusetts


The Group then turned to voting on the original NEDRI consulting team recommendations as laid out in NEDRI consultant Chuck Goldman’s memo. Approximately 3/5 voted for all the recommendations, 1/5 abstained for various reasons, and 1/5 voted against the recommendations unless and until environmental eligibility issues could be adequately addressed in the Program (see table below). 

	Yes

(18) 
	ISO-NE, Vermont PSB, RI PUC, MA DOER, ME Public Advocate, United Illuminating, Assoc. Industries of MA, HEFA, Northeast Utilities, National Grid, NAESCO, Joint DRR Supporters/E-Cubed, NEEP, PRL Coalition, CT Consumer Counsel, PG&E, Constellation/New Energy, CT PUC 

	Abstain

(5)
	ME PUC, NH PUC, Mirant, PJM, VEIC

	No

(6)
	EPA, NESCAUM, CT DEP, MA DEP, PACE, Union of Concerned Scientists


NEDRI Recommendation #3: Location-based ICAP

The group voted separately on the two components of the NEDRI consulting team’s ICAP recommendation

The first recommendation that the ISO-NE should implement an effective, “location-based” ICAP resource credit the Group unanimously approved with no abstentions.
The second recommendation that NEDRI urge the ISO-NE to develop “interim” solutions to encourage both demand and supply resources in congested, constrained regions if not able to implement a “system-wide ICAP by summer 2003, did not receive any “no” votes, but only after inserting “and supply resources” after “demand resource.” However, the environmental interests chose to abstain until the environmental eligibility issue is worked out, and one PUC staff person abstained as well. 

	Yes

(21)
	Vermont PSB, ME Public Advocate, VEIC, PACE, CT Consumer Counsel, PG&E, Mirant, ISO-NE, ME PUC, NGRID, PJM, PRL Coalition, NH PUC, MA DOER, Northeast Utilities, HEFA, E-cubed, Constellation/New Energy, Associated Industries of Massachusetts, DRAM.



	Abstain

(7)
	MA DEP, CT DEP, NESCAUM, Union of Concerned Scientists, EPA, PACE, NH PUC, NEEP, CT PUC

	No

(0)
	


Due to the importance of the environmental questions, the Group took up the question of environmental eligibility before considering the remaining PRL issues.  

V. Review of Proposed Environmental Criteria for Eligibility in the ISO Programs

Marika Tatsutani of NESCAUM reviewed the proposed environmental eligibility criteria (click to view).  She flagged three issues of particular interest to environmental regulators and others:

1. Identification of all DG that participates in ISO programs;

2. Information about how much each DG actually runs in ISO programs; and

3. Eligibility criteria for participation in the economic program.

The ISO representatives identified two barriers to complying with #1 and #2 above.

· With respect to the recommendation that the ISO act as a clearinghouse for information, the problem is that the ISO cannot share participant information. 

· Also, some participating DG does not need an environmental permit, is too small to be captured in regulatory screens, or is not connected to the grid. 

The Group then brainstormed some possible ways to deal with identifying DG participation:

· Require that a letter be submitted prior to participation, in which the participant attests that it has informed the state air regulator of it participation, regardless of whether it is required to get a permit. 

· Change the existing NEPOOL information policy requirements to allow ISO-New England to provide the requested information to state regulators. 

· Require the DG to get a letter indicating environmental compliance from the state environmental regulator.

· Adopt a requirement similar to that in New York, where participants must submit a sworn statement indicating that they are in compliance with all environmental laws. 

The Group agreed that a subcommittee should be formed to work on the three issues identified by the environmental interests.  They will begin this work prior to the December meeting.  The subcommittee will consist of at least two environmental regulators, AIM, UCS, PG&E, and the PRL Coalition.

VI. Wrap-up and next steps

The meeting formally adjourned around 4:00. Prior to formal adjournment, the Group reviewed items that should be considered for the December agenda. These included finishing the PRL discussion, continuing to work on environmental issues, perhaps looking at energy efficiency issues, addressing system expansion planning, and considering the issue of who should pay for incentives. 

Who Pays?

About 1/3 of the Group remained until 4:45 to discuss the issue of  “who should pay for curtailment incentives?” An ISO memo on the subject formed the basis of the discussion.  Currently, costs are allocated to LSEs, and the ISO recommends that they should be allocated to network load (click to view).  Members provided strong arguments on both sides of the issue, with many acknowledging that there was no clear-cut choice.  The discussion ended without resolution but acknowledgment that there was a range of opinion on the subject among the Group.

To Do:

· Meeting Summary – Raab Associates

· Circulate proposed 2003 schedule –Raab Associates

· Agenda for December meeting – Raab Associates

· Find locations for 2003meetings – RAP/Raab Associates

· Develop Recommendations on Environmental Tracking and Eligiblity Issues – Environmental Sub-Committe (see above in summary)
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	ISO-NE
	
	
	X
	X

	Mario DePillis
	ISO-NE
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	United Illuminating
	
	
	
	

	Angela O'Connor
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	Russ Sylva (alternate)
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	Richard Silkman
	Competitive Energy Services
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	Lucy Johnston (alternate)
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	Environment Northeast
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	NU
	
	
	
	

	John Mutchler (alternate)
	NU
	
	
	
	

	Earle Taylor (alternate)
	NU
	x
	X
	
	X

	Peter Zschokke
	National Grid
	
	
	X
	X

	Mike Hager
	National Grid
	
	X
	
	

	John O'Brien
	Sithe
	
	
	X
	

	Phil Smith
	PG&E
	
	
	X
	X

	Chris Bursaw (alternate)
	PG&E
	x
	
	
	

	Pete Fuller
	Mirant
	
	
	X
	X

	Vance Mullis (alternate)
	Mirant
	
	
	
	

	Jason Gifford
	Green Mountain Energy
	
	
	
	

	Chris Frangione (alternate)
	Green Mountain Energy
	
	
	
	

	Bob Kinscherf
	AES New Energy
	
	X
	
	X

	Harvey Michaels
	Northeast Energy Effic.Council
	x
	
	
	

	Don Gilligan
	NAESCo
	
	X
	X
	X

	George Roberts
	DRAM
	
	
	
	

	Paul Gromer (alternate)
	DRAM/Peregrine Energy
	x
	X
	X
	

	Michael Vecchi (alternate)
	DRAM
	
	
	
	

	Ruben Brown
	Joint DRR Supporters/Ecubed
	x
	
	
	X

	Keith O'Neal
	Joint DRR Supporters/Ecubed
	
	X
	X
	X

	Chris Young
	Joint DRR Supporters/Ecubed
	x
	
	
	

	Judy Silvia
	MTC
	
	
	
	

	Raphael Herz (alternate)
	MTC
	
	
	
	

	Fran Cummings (alternate)
	MTC
	x
	X
	X
	X

	Sue Coakley
	NEEP
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	Chris Neme
	VEIC
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	X

	Bill White
	EPA
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	X
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	Craig Glazer
	PJM
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	Stuart Bresler (alternate)
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	Larry DeWitt
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	X
	X
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	Kaz Tsamura (alternate)
	NY ISO
	
	
	
	

	Aaron Breidenbaugh
	PRL Coalition
	
	
	X
	X

	Nancy Harnick (alternate)
	CT Consumer Counsel
	
	
	X
	X

	E. Koss 
	CT Consumer Counsel
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	Tom Kerr
	US EPA
	
	X
	
	

	Rick Morgan
	US EPA
	
	
	X
	

	Larry Mansuetti
	US DOE
	
	X
	X
	X

	Alison Silverstein
	FERC
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	FERC
	
	X
	X
	

	Eric Wong
	FERC
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	Jonathan Raab
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	Raab Associates
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	Richard Cowart
	RAP
	x
	X
	X
	X

	Rick Weston
	RAP
	x
	X
	X
	X

	Chuck Goldman
	Lawrence Berkeley Labs
	x
	X
	X
	X

	Jeff Schlegel
	Consultant
	x
	X
	X
	X

	Eric Hirst
	Consultant
	
	X
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	Cheryl Harrington
	Consultant
	
	X
	
	

	Richard Sedano
	RAP
	x
	X
	
	X

	Rain Banbury
	RAP
	
	
	
	

	Others
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	Pentti Aalto
	PJA Energy Systems Design
	x
	X
	X
	X

	Ross Malme
	RETX/PMLA
	x
	X
	
	

	Peter Scarpelli
	RETX/PMLA
	
	
	
	

	Jennifer Hunsperger
	Praxair
	 
	 
	
	

	Amy Ignatius
	NECPUC
	
	
	X
	X
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	Brad Bradshaw
	Group Veritas
	
	
	
	

	Nancy Harnick
	CT DCC
	x
	
	X
	X

	Betty Jensen
	PSE&G
	x
	X
	X
	X

	Mary Beth Gentleman
	Foley Hoag
	
	X
	
	

	Dan DeLurey
	DRAM
	
	X
	X
	X

	Leo Desjardins
	PLMA
	
	X
	
	X

	Larry Alexander
	Xenergy/KEMA
	
	X
	
	


� Although the CT PUC initially abstained, after checking with the Commissioners they changed their vote to a “yes”.
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