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Meeting #10: Summary

42 people attended the meeting, which began at 9:30 a.m.  and concluded at 3:30 p.m..  See attached attendance list.
I. Documents and Presentations Distributed/Presented/Posted on Web

Prior to the meeting:

· Agenda

· Meeting Summary from 11.19 Meeting  

· Proposed Changes to 11.19 Meeting Summary – Environmental Regulators

· System Planning and Expansion Memo – Richard Sedano (Regulatory Assistance Project)

· Summary and Excerpts on Regional State Advisory Committees (RSAC) – Jeff Schlegel (NEDRI Consultant)

· RSAC Concept Paper – Jeff Schlegel and Richard Sedano

At the meeting:

· System Planning and Expansion Presentation – Richard Sedano

· RSAC Concept Paper Presentation – Jeff Schlegel
II. Overview of day, administrative items, and report on deliberations of NEPOOL markets committee.

Dr. Raab called the meeting to order and then outlined the day’s agenda. He noted that the environmental regulators had asked for changes to the November 19 meeting summary and that Raab Associates had posted the changes on the website and distributed them to the group. He also requested that Members double-check the voting results to ensure that the meeting summary accurately reflects their positions. 

Bill White from EPA reported that EPA had not yet selected the consultant to do the environmental analysis for NEDRI.

Henry Yoshimura of ISO-NE debriefed the Group on the NEPOOL Market Committee’s deliberations of the NEDRI proposals.  Mr. Yoshimura noted that NEPOOL did not approve any of NEDRI’s major recommendations, but did approve ISO-New England’s recommendation on allocating the program costs to network load. The Group discussed at length the NEPOOL discussion and the next steps that NEDRI should take.  People   noted that all NEDRI members need to consider how better to communicate the benefits and rationale behind NEDRI proposals. 

The Group closed its discussion by agreeing that a good next step would be to memorialize what has been done in PRL in an interim report drafted by NEDRI technical consultants. It also decided to create a team charged with addressing cost allocation/cost recovery issues related to PRL prior to the next meeting (Eric Bryant, Barry Perlmutter, Peter Zschokke). Also, Members who were present at the NEPOOL markets committee (Lucy Johnston, Phil Smith, Henry Yoshimura) will provide written comments, listing NEPOOL’s objections, to aid the Group in its future strategy planning.  

III. System Planning and Expansion

Rich Sedano of the Regulatory Assistance Project delivered a presentation on Planning and Investment (click to view). 

The group then had a discussion on several points related to Mr. Sedano’s remarks. In particular, it focused on the question, “is a planning process appropriate and how should it be approached?”

The following comments were offered by one or more members but do not necessarily represent a consensus of the Group.
· Planning is essential, and the existing power markets will not take care of planning on their own. 

· Planning must take into account multiple attributes. 

· The main thrust of the proposal is finding market solutions to transmission questions, and this needs to be integrated into planning.  Planning must also identify resources that will not normally come through the market (such as energy efficiency). 

· There is at present no economic signal relating congestion problems in areas such as southwestern Connecticut, to customers in the congested areas.  The ideal environment is one in which the market takes care of the problem by pricing congestion into rates. 

· Develop a view  of what the future should look like and then consider how DR figures into it. RTEP is an effective means of thinking about what this process should look like because it has been good at identifying problems separately from their solutions. 

· Ratepayers already pay for energy efficiency funds and renewable trust funds, and the introduction of LMP will have still more of an impact on rates.  To the extent that creating a planning process requires adding more cost and bureaucracy it may not be well received.

· Having an annual cycle of planning as proposed could prove too arduous. A 3-year cycle would be more realistic. 

· The real issue isn’t planning (because everyone does so at some level); it is how should the different pieces of planning be publicly reviewed? Maybe there should be more coordinated state-by-state review, or perhaps periodic reviews at a regional level, but this is not explicitly stated in the memo. Also, the ISO should not be expected to execute the solutions to congestion problems and cannot take a market position; since doing so compromises its independent position. 

· Planning is a tool, but not an end in itself. It should inform decision-making, but the issues are not clearly defined here. 

· ISO’s/ITP’s will plan regardless of whether NEDRI tells them to.  But who will deliver on whatever commitments these organizations make? 

· A planning process should allow more resources to compete. Distributed resources of all types (demand response, efficiency, distributed generation) can mitigate congestion and reliability problems. Transmission should not be the sole vehicle for solving congestion and reliability issues. 

· The process should be transparent from the start. 

· Market arrangements do not give the vast majority of customers any choice to participate in competitive electricity markets. NEDRI seems to have ruled out many potential market mechanisms (e.g., mandatory real-time prices). We should look at DR mechanisms as a way of luring customers into the marketplace, providing a stepping-stone to real-time prices and other aspects of the markets. 

In closing this segment of the discussion, Richard Sedano noted that there is clearly a need for planning, although there are different views on the precise form planning should take. Also, he noted that one important topic left off the agenda for now is the role of state governments. For them, the reliability objectives are of paramount importance, as are the costs associated with planning.  The states will want and need to do something, and providing the states with efficient and constructive guidance will be very important. Richard Cowart added that, although there are some arguments in favor of minimizing or eliminating system planning, the region is quite unlikely to embrace that position over time. The costs of an unreliable system to customers are extremely high and any failure to plan for system needs can prove very expensive. As the California experience suggested, it is better to pay a little for planning now rather than a lot for price spikes and emergency programs later. 

IV. Regional State Advisory Committee 

Jeff Schlegel outlined his RSAC concept paper (click to view). The Group then broke for lunch. 

After lunch, the Group discussed how NEDRI should approach RSAC’s. It decided to provide Rich Sedano and Jeff Schlegel with a list of ways and principles to guide the development of a section on RSAC for NEDRI’s final report. 

When an RSAC is formed in New England, NEDRI recommends incorporating demand response in the following ways using the following principles: 

Ways:

· Identify practices/programs the ISO is not doing, or not doing well. 

· Focus on transmission options, and non-transmission alternatives to them 

· Develop an outreach and information process. 

· Make conclusions from the planning process more accessible and transparent to people and entities that can take action on them. 

· Emphasize transparency throughout the processes.

· Get prices right, at least for voluntary participation. 

· Identify what the market is not doing, or not doing well. 

· Incorporate periodic review of the potential of demand-side resources. 

· Look at policies to address demand-side potential (such as codes and standards, evaluated according to cost-benefit analysis); 

· Don’t expect the market to take care of everything. 

Principles:

· Rank the importance of environmental issues at parity with other issues. 

· The RSAC should intervene only when markets break down. 

· Maintain equitable cost allocation for demand response programs. 

· Where possible, encourage market solutions to problems. Where such solutions cannot work, and policy intervention is required, follow the path of least societal cost. 

· Energy efficiency is a demand response strategy. 

· Do not assume the market is working today. 

· The RSAC should have a long-term focus.

· Leverage regional resources to provide information and develop solutions. 

· Recognize existing energy efficiency programs and projections. 

· Give opportunities for DR in resource adequacy decision-making. 

V. Environmental Eligibility

Bill White of the EPA discussed the question of environmental eligibility in Demand Response. He asked if any Members had any concerns with the proposal the Environmental Regulators made at the last meeting (other than the ISO’s two concerns: information privacy and the implied “environmental policing” role for the ISO). None were voiced, but it was noted that if the Environmental Regulators are collecting information for the economic programs, then they should also consider collecting it for the emergency programs simply to get a sense for what is occurring there. 

NEDRI agreed to create a working group to develop a strategy on environmental eligibility and environmental information tracking for the PRL programs.  The working group will consist of those on the list from the 11.19 NEDRI meeting  (two environmental regulators, AIM, UCS, PG&E, and the PRL Coalition), Pentti Aalto, Peter Zschokke, and Keith O’Neil.  The group will develop recommendations in time for review by NEDRI at the January meeting.

VI. Discussion and Voting on Remaining PRL Issues 

The group then revisited, discussed, and voted on the Price-Responsive Load (PRL) issues not covered at the last meeting. It worked from NEDRI’s PRL memo circulated at the 11.19 meeting (click to view). 

Memo point #4: “The ISO-NE [should] commit to developing an ‘economic, price-driven’ day-ahead market demand response program by summer 2004, which uses the NEDRI program design as a starting place (DADRP-E; see attached #PRL-1) and draws upon ‘best practices’ in other regions of the country.”

Group discussion: 
Include language explaining why this provision was included and that the ISO does not currently offer this type of program. 

Voting:

With the above clarification, the Group unanimously approved the recommendation. 

Memo point #5: “The ISO-NE [should] conduct an ‘independent’ in-depth process and impact evaluation and market assessment of its 2003 demand response programs that would address, at a minimum, the following issues: 

1. The establishment of DR program targets and a timetable to achieve them,

2. Barriers to participation by customers and market participants, 

3. An assessment of the magnitude of price-responsive loads under SMD and current ISO-NE DR programs,

4. The impacts on market prices and system reliability of 2003 DR programs, and

5. Recommendations on proposed DR program changes in order to achieve ISO-NE program goals for price-responsive load.”

Commentary:

· Urge the ISO to adequately fund the process and consider using the market monitor as the evaluator.

· It is not clear we need to get targets/timelines, as stipulated in (1). 

· Add that the “location and time of day of emissions are important.”

Voting Results: 

With these clarifications the group unanimously approved the recommendations. 

Memo point number 6: “ISO-NE should revive the Load Response Working Group to provide ongoing input from customers, DR market participants, and state regulators on DR program design and administration.” 

Discussion:

The group did not feel further discussion of this point was necessary. 

Voting Results:

The Group unanimously approved this measure as presented in Mr. Goldman’s memo. 

Memo point number 7: New England state regulators should adopt retail tariffs and policies supporting delivery of the ISO’s DR program, including:

a. Encouraging retail suppliers and DRPs to market the program aggressively, providing recovery of net program costs by regulated entities, and removing barriers to entry for retail suppliers to market the programs. If costs are assigned to regulated entities, then they will be able to recover these costs.

b. Permitting competitive DRPs to market them. NOTE: Remove implication that silence means that they are forbidden to market them.

c. Setting benefit pass-through ratios to regulated companies so that competition can develop to enroll customers (i.e., do not require 100% pass-through of ISO payments).

d. If administrative support is provided to accelerate enrollment of customers, it should be provided equally to LSE’s and DRP’s. 

Commentary: The Group suggested several edits to the proposal, which are captured in red-line above:). 
Voting: 

With these modifications the Group unanimously approved the recommendations.
VII. Wrap-Up and Next Steps

To wrap up the day’s discussion, the Group identified the following areas to be considered in the Final Report: 

· Regional Emergency and PRL Programs

· RSAC

· Energy Efficiency

· Retail Pricing and Metering

· Ancillary Services

· System Resource and Transmission Planning 

· Environmental Eligibility and Tracking

The Group will tentatively pencil in the 14th of January for working groups, with the full NEDRI Group meeting on January 15th.  We are also proposing another two-day meeting in February 10 and 11. 

To-Do

· Agenda for next four meetings and outline tying all the discussion up until now - Richard Cowart and Jonathan Raab

· Draft final report section on PRL program recommendations— Chuck Goldman and Richard Cowart

· Proposal on cost allocation and cost recovery – Ad hoc Committee

· Provide Group with summary of NEPOOL deliberations on NEDRI recommendations - Lucy Johnston, Phil Smith, Henry Yoshimura  

· Report from Environmental Working Group on Environmental Eligibility and Information Tracking – Ad hoc Environmental Group

· Meeting Summary –Raab Associates
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