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Regulatory Assistance Project

Co-Convener & Facilitator
 



Co-Convener & Policy Director
Meeting #5: Summary

36 people attended the meeting, which began at 9:30 and concluded at 3:30.  See attached attendance list.

I. Documents Distributed

Prior to meeting:

1. Meeting Agenda

2. “NEDRI Working Groups,” Jonathan Raab and Rich Cowart, June 14, 2002.

3. “Principles and Goals for Demand Response Resources in New England,” Rich Cowart, June 18, 2002.

At meeting:

1. Handout from E-Cubed

2. Invitation to NH PUC Metering Technologies Workshop, July 11, Concord, NH

II. Introduction and Administrative Issues

Dr. Raab welcomed the members, and then went over the agenda for the day and reviewed the Meeting Summary from the fourth NEDRI meeting.  Chris Neme had some clarifications and suggestions that Dr. Raab reviewed with the group. They were:

· Note that some participants expressed doubts about the ability to structure markets that would alone capture more than the lowest hanging efficiency fruit.

· The Vermont “achievable potential” study showed negative load growth was possible with very aggressive DSM.

· Some DSM that will not be cost-effective when compared to any component of supply side alternatives (generation, transmission, or distribution) but may be cost-effective when compared to the combination of those options.

Aside from those edits, there were no additional changes or additions to the meeting summary.

Richard Cowart then gave the Stakeholders an update on the conversations with FERC and others about the potential opportunity for NEDRI to work more closely with FERC on Demand Response.  FERC is interested in having New England stakeholders provide direct feedback to them on their Standard Market Design NOPR expected for release in late July.  They are also interested in developing and implementing demand-response tariffs for New England.  Cowart described how the FERC and NEDRI efforts may interface and interrelate, and agreed to keep the Group posted on developments.

III. Overall Goals and Vision

The Group then examined the following proposed overall objective and vision statement from Rich Cowart’s Principles memo.  The statement as presented in the memo read:

The overall goal of the NEDRI process is to develop a comprehensive, coordinated set of market rules and demand-response programs for the New England regional power markets, transmission system, and retail service markets. Our objective is a power system that is more competitive, more productive, and less environmentally damaging, as a consequence of better market rules and widespread investments in load response capability and energy efficiency at millions of customer locations throughout the region.
Group members made the following comments and suggestions on both the scope and wording of the statement.  Note that these were offered by one or more members but do not necessarily represent a consensus of the Group.

· The definition of demand response should include distributed generation – should we use DR to mean demand resources instead of demand response?

· The goal of the process should be to develop public policy recommendations as well as program designs

· Recommendations should be issued for specific groups (e.g., ISO, PUCs)

· Recommendations are better than detailed rules

· The current environmental language is negative -- “improve the quality of New England’s environment” is more positive

· The importance of “realer-time” prices and the role of energy efficiency in new markets should be made clearer, possibly by separating into two thoughts

· The Group should develop a model set of demand response programs

· Whatever outcomes the process reaches should integrate with market systems and structures

· NEDRI’s demand response recommendations should focus on “resources” instead of “programs” – our goal should be to create a set of tools that can work in improving the market

· Demand response should be treated equitably with other resources

· Does DR need to be widespread?  The goal statement says that the goal is to make it “widespread” – might be better to change the language to “appropriate”

· We should identify institutional and regulatory barriers and recommend how they can be overcome

· There is a stepwise process that makes sense for how the region needs to approach demand response.

· Identify barriers

· Draft model policies

· Model resources / programs  

· Design actual programs

· However, the Group was not necessarily of one mind with respect to NEDRI’s need to design actual programs, with many saying we should just come up with model program outlines.  Some pointed out that we need to separate the philosophical issue of whether or not we should have “programs” from how deep we can and want to go in our NEDRI design work.  The Group seemed to agree that we should identify where programs may still be needed, but was more divided on whether we should design them in this process

· Work to get markets and price signals right – but will this be enough?

There was some discussion about whether a vision and objectives statement should focus on a vision for the region or for NEDRI’s work.  There was also a sense that the vision statement should stay at a fairly high level and not get bogged down in details.

Several proposals were floated for an overall vision statement:

· “Fully integrate demand response equitably in markets”

· “Enable effective demand response resource in New England”

· “Deployment of efficient and competitive demand and distributed resources”

· One member suggested that some text from page 3 of the principles memo might better serve as an overall vision statement.  It reads:

“The overriding objective of the NEDRI process is to develop energy markets and public policies that will maximize the value of electricity services in the region, while minimizing the total societal cost of electricity production, delivery, and use. It should be the objective of decision-makers to discover and employ the greatest possible fraction of the cost-effective demand-side resources located in this region.”
· Markets and programs are not mutually exclusive.  Markets include programs.

· The vast majority of customers will continue to be in a regulated world for the foreseeable future.

· The best way to define a vision is to create a metric against which progress can be measured – how do we know if we’ve been successful?

· Don’t narrow the scope or spheres

The members then took a short break.

IV. Principles

After the break, the Group focused on the different categories of principles laid out in the memo.  These categories were:

1. Efficiency and productivity

2. Using market forces

3. The role of public policy

4. Comprehensiveness

5. Environmental protection

6. Administrative simplicity
What follows are comments, observations, and recommendations made by one or more NEDRI participants in response to these categories and the sub-points under them:

· The most appropriate role of public policy is to eliminate market barriers

· Use market forces as much as possible

· Public policy instruments can be utilized to address market failures

· Too hard to quantify and measure 

· Do we need category 1, Efficiency and productivity? Maybe the points under it could be subsumed into categories 2 and 3

· Category 4, Comprehensiveness, could also be combined – some into 2 (Using market forces) and some into 3 (The role of public policy).  Sub-point 4-c fits well under 3 and 4-a / 4-b fit well under 2

· Under point 2-c, make clear that wholesale prices should accurately reflect the value of product

· One of the goals of DR should be to create a good correlation between wholesale and retail prices

· Some of the elements in category 1, efficiency and productivity, fit well under category 5, environmental protection

· The need for option 1 could be removed if language like “promoting efficiency and productivity in markets” were added in other categories

· Change “principles” to “criteria” (and possibly to “success factors”) to emphasize the performance metric aspect of these categories

· “Environmental protection” should be changed to “environmental enhancement,” as many of the environmental aspects of this process are less oriented to protection and more focused on improvement.  Some suggested that the language to the effect “no net harm” can be dropped, but others didn’t necessarily agree.

· Recommendations should be fuel & technology agnostic

· Demand Response products should be designed to be fungible

· Recognize seams issues – market participants should be able to easily move between markets

· Add action verbs, so that the points indicate actions to be taken as opposed to simply important things to keep in mind (e.g., maximize, minimize)

· Combine a few of the principles/criteria under the heading of “practicality” – such as administrative simplicity and fungibility

· Equity should be highlighted as a priority, both in demand and supply, so that different customer classes can participate and benefit

· 2-a should be split into two thoughts: first, that markets should be workably competitive, and second, that that markets should provide a level playing field for both demand-side and supply-side resources.

· It appears that there is some backhanded criticism of electricity markets – this should be edited out of the final document.  We should acknowledge the significant successes that have occurred to date on the supply side in New England, though it is important to note that we are just starting

· Discussion of the markets to date should be minimized.  Perhaps we should get rid of it altogether. Make the first paragraph under 2 (market forces) as well as other places throughout more positive with regard to the successes of wholesale markets to date.  Under 3, pull the “market power” sentence – rephrase to “in the absence of DR not fully competitive, maybe workably competitive”

· 2-b should emphasize that DR must take place “consistent with environmental objectives.” In 2-b should also make clear that as demand side resources participate in the market they have comparable obligations to other participants.

· Under 2-a, add protocols for resource planning 

· The introduction to 3 should identify critical markets

· Markets should be indifferent and impartial

· Our goal should be to design and deploy assuming an evolved market

· 2-c should explicitly include competitive retail electricity suppliers

· If we continue to use subsidies, should they at least be reflected in the clearing price?

The members then broke for lunch.

After lunch, the members discussed the sub-points under each of the principles presented in the memo in greater detail.  Some of the observations made by one or more participants::

· On sub-option 1-b, price stability shouldn’t be an objective for the system – price stability should be something that can be purchased by customers should they desire it. Some argued that individual customers should have choice on how much stability they want. Others noted that legislators and regulators tend to pursue stability for most customers, allowing volatility as a choice, rather than the other way around.   .

· For 2, optimize behaviors over time / in time rather than maximize/minimize now.

· For 3, these actions need to be supported by public policy

· Address market failures and other public policy objectives, as well as other non-market concerns

· In 3-c, change the language to cover public agencies or their agents (so as to include ISOs)

· Look for other markets to competitively capture DR (eg. for reliability fix)

· 4, Comprehensiveness, should be parsed out to other categories – alternatively, it could be flagged as an important consideration (like equity)

· In sub-option 5-a, the last sentence contains a phrase beginning “environmental regulators should…” – this is more of an implementation detail, which probably doesn’t belong in a principles document.  Adjust environmental regulations to capture the value of efficiency and DR in emissions reductions and trading schemes

· In 5-b change “load response” to “self-generation” – also change second “load response” to “demand response”

· In 5-c, “load response” should be changed to “demand response”

· Define DR, LR, etc., throughout the paper for greater clarity

· If PJM is included in on-site emissions calculations, it may be less than peak shifting where coal is the displaced resource rather than gas

· Customers shouldn’t be required to live by tighter environmental constraints than generators

· It may be valuable for NEDRI members to get a short environmental tutorial at the next meeting

V. Working Groups

The Group then turned its attention to the proposed structure for Working Groups that had been laid out at the back of the Principles memo.  The four Working Groups that had been proposed were:

A. Price-Responsive Load: Demand-Side Bidding and Demand Sale-Backs in Response to Price 

B. Retail Rate Design, Real-Time Pricing, and Advanced Metering

C. Energy Efficiency Investments 

D. Regional Reliability Resources: Ancillary Services, Emergency Demand Response Programs, and Congestion Relief 

The members expressed some concerns about the distinctions among the Working Groups.  One member observed that before any of these Working Groups convene there should be an effort to identify the organizational and institutional barriers to the adoption of widespread demand response.  Many other members agreed.  Some members felt that a separate Working Group should be devoted to identifying these organizational and institutional barriers, but others argued that this question should be considered by the full NEDRI group in a plenary before the Working Groups convene.  Others argued that we may need to revise the Working Groups once we decide on the key barriers.

After a lengthy discussion about numerous options for the July meeting, the Group agreed with Dr. Raab’s suggestion to begin the next meeting in plenary, where the discussion will focus on barriers to demand response, an update on FERC/NEDRI activity, and possibly a presentation on environmental issues.  In the afternoon the plenary may continue, but the Group will likely break-up into Working Groups.

The members agreed to hold a conference call, involving all interested NEDRI members, to start pulling together the list of barriers.  Members should email any barriers they have thought of to Rich Cowart (rapcowart@aol.com) so that he can begin to compile the list.  Rich will consider involving a consultant to help with the compilation of barriers.

Some of the barriers identified by members in the closing minutes of the meeting included:

· The wholesale suppliers do not know who their retail customers are, so they can’t manage their loads effectively

· Pro-rata allocation of default service load ensures a disconnect that makes deployment of demand response much more difficult

· Load profiling for default service in Massachusetts

· Retail customer prices are not the same as wholesale costs

· Is environmental permitting an issue?  Is it a barrier or a limit?

· We should identify structural problems before we get into to much state-by-state detail

· Are barriers pre- or post standard market design?  The Group agreed that the barriers should assume the evolving market structure such a standard market design and locational marginal prices. Don’t put value judgment on barriers – the goal for this stage is merely to catalog them so we can evaluate all of them at the same time

IV. Next Steps

Our next meeting is July 16, 2002 at the Delaney House in Holyoke, MA.  Directions can be found at http://www.delaney-house.com/map.htm. 

Members should email their lists of barriers to Rich Cowart so that he can begin to compile them.  Information about the upcoming conference call regarding the catalog of barriers will be distributed to NEDRI members by email in the next two weeks.

All members who have not submitted their Working Group preference/selection sheets should send them as soon as possible to Colin Rule (rule@raabassociates.org, 617-261-7111) so that we will be ready to break into Working Groups to outline policy and program proposals following the plenary reports and discussions at the next meeting.  

VII. To Do

· Meeting Summary – Raab

· Send candidate barriers to Cowart – NEDRI members

· Compile list of Barriers – Cowart

· Re-draft Goal Statement / Principles – Raab/Cowart

· Develop working arrangements with FERC and NEDRI’s sponsors on SMD and implementation proposals -- Cowart

· Finalize Working Group Assignments – Rule/Raab

· Schedule Conference Call on Barriers – Rule/Cowart

· Develop Presentation on Environmental Issues – Environmental Regulators et al.
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