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Meeting #13: Summary

31 people attended at least one day of the meeting, which began at 10:15 a.m. on March 24 and concluded at 4:00 p.m. on March 25.  See attached attendance list.
I. Documents and presentations distributed/presented/posted on web (click to view)

Prior to the meeting:

· Agenda
· Meeting Summary 2.10-11
· Pricing and Metering Chapter (Draft) – Rick Weston

· Energy Efficiency Chapter (Draft) – Jeff Schlegel

· Recommendations Concerning DG and CHP – DG/CHP Group

· System Planning and Expansion Memo – Rich Sedano and Richard Cowart

· Ancillary Services Memo – Eric Hirst and Brendan Kirby

· Ancillary Services Background Information – Eric Hirst and Brendan Kirby

At the meeting:

· Presentation on Ancillary Services – Brendan Kirby 
· Presentation on System Planning and Investment – Rich Sedano and Richard Cowart
Day 1: March 23, 2003

I. Introduction and Updates

Dr. Jonathan Raab, the NEDRI facilitator, welcomed the Group and reviewed the agenda for the two-day meeting. He asked whether any Members had corrections to the summary of the February 10-11 meeting in Manchester, of which there were none. 

Richard Cowart, the NEDRI Policy Director, noting that many of the recommendations should be wrapped up at the culmination of the next meeting, asked the Group to begin considering to whom the NEDRI recommendations should be delivered and how they should be presented over the coming months.

Bill White of the EPA presented the Group with an update of the Environmental Study Report being developed for the EPA. He explained that the work plan development is nearing completion as the consultants are now preparing to enter the data and do the analysis. The consultants plan to have preliminary results in 2-3 weeks and a final report in early May.

II. Pricing and Metering

NEDRI Consultant Rick Weston explained that at the last meeting the Group examined the Pricing and Metering Chapter and agreed upon all the text except for recommendation 3(c), the final recommendation in the Chapter. Mr. Weston said that since the last meeting he has led a NEDRI sub-group to develop the recommendation, taking into account the Group’s input at the last meeting.

With Mr. Weston’s guidance, the Group discussed the Recommendation and collaboratively amended it. The final red-line version of those edits are available by clicking here. 

The Group then reviewed the remainder of the revised Pricing and Metering Chapter and made several suggestions for minor changes to the text:

· Add language noting net metering as a factor to be considered by state PUCs in the recommended investigations into advanced metering and pricing.

· Consider using the term “mass market” rather than the term “residential and small general service.” 

· Fix the numbering in the tables that outline the strategy sets at the beginning of the chapter.

Mr. Weston then led the group through a list of comments made in absentia by Jerry Oppenheim. The Group discussed each of Mr. Oppenheim’s comments, making two changes: 

· Add “such as” to recommended 2(c). 

· Delete “if they have relationships with their customers, specifically,” language under 3(a). 

Mr. Weston and Dr. Raab will follow-up with Mr. Oppenheim on the remainder of the comments that the Group did not agree to incorporate in the document. 

. 

The Group then approved the chapter, minus abstentions from the MA DTE, NH PUC, and the ME PUC. The CT PUC and VT PSB will check with their respective Commissions and report back to the Conveners on their positions. (Note: the RI PUC representative was not present at the meeting.)

III. Discussion of Energy Efficiency

Mr. Schlegel led the Group through the Energy Efficiency (EE) recommendations refined at the last meeting and highlighted clarifications, edits, and new language added since the last meeting. The Group reviewed the recommendations, raising clarifying questions and making changes as needed. Those changes are visible in the red-line version of the summary recommendations (click to view).

The Group first discussed recommendation 1(a) regarding SBC or state ratepayer funding to support shorter term demand response programs (emergency and PRL). Mr. Schlegel reported that the draft section was the result of a conference call with NEDRI stakeholders representing a broad range of interests, and that the draft language was a compromise among those interests.  Members suggested the following edits:

· Change “SBC funding” to “State Ratepayer funding” in title of 1(a)

· Use an increase in SBC’s to fund demand response infrastructure programs, rather than redirecting existing efficiency funds.

· Clarify that enabling infrastructure does not include advanced metering hardware in this recommendation.

· Perhaps firm up principles so that market barriers are explicitly referenced.

· Consider removing bullet 1 under section 1(a). 

· Add justification and principles used to reach the recommendation.

· Could all resources, EE and shorter-term DR, among others, be assessed on the same cost-effectiveness scale? Some pointed out that there were different types of benefits, and that at least some of the benefits and costs were difficult to quantify and compare.

· The regional program should fund efforts to reduce market barriers to shorter-term DR, not the already-limited state ratepayer funds.

The Group discussed at some length the issue of how to fund support for short term demand response programs (emergency and PRL), and whether SBC funds otherwise focused on energy efficiency should be used for this purpose. The group was broadly in support of some type of ratepayer funding to help overcome market barriers for shorter-term demand response. It was somewhat in disagreement over whether to use state or regional funding, and whether state SBC funding or other ratepayer funding should be used on the state level. It felt that the figure below captured the funding dilemmas:
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The Group decided that it would need to rewrite this part of the chapter following several suggestions governing the application of ratepayer funding:

· State explicitly that the SBC funds are not large enough and that more SBC or other ratepayer funding is needed to fund demand response, even if not clear exactly how big the pot should be.

· Funds should be used for overcoming market barriers.  

· Apply the funds to both EE and to support for shorter-term DR

· The funds should come from some combination of regional and state money.  However, the Group agreed that NEDRI is not likely to reach  agreement on just how to allocate funding between regional and state monies.

The consultants were directed to draft a revised recommendation, considering the above diagram and the stakeholder comments.

Moving to recommendation 1(b) regarding improving energy efficiency programs, the Group determined that SBC funding should attempt to balance several principles in achieving good SBC energy efficiency portfolio design:

· Comprehensiveness

· Overcoming market barriers

· Performance-based,

· Leveraging regional/national initiatives.

· Lost opportunities 

· Market transformation

· Equity

The Group elected to incorporate the above into an expanded section 1(b) relating to principles for good SBC portfolios. 

The Group agreed to remove Section 6 on Comparable or Equal Treatment for Energy Efficiency in System Planning and Investment from the EE Chapter and incorporate the major points into the system planning chapter. 

IV. Discussion of DG and CHP

Dr. Raab led the group through the recommendations in the DG/CHP memo (click to view). The Group discussed each of the four points in sequence, posing clarifying questions and suggesting edits along the way.  Group members recommended incorporating recommendation Number 1 into the resource adequacy write-up (when the write-up is developed) and to include clean DG, CHP, and EE together. With respect to recommendation Number 2 (with respect to ICAP), members discussed whether DG is comparable to EE, large centralized generating stations, or both. No consensus was reached and the Group did not agree on what to do with this recommendation.

With regard to recommendation Number 3, on interconnection standards and back-up rates, the Group agreed that NEDRI should support integrating this recommendation into the appropriate TBD spot in the Report but edited the language somewhat.

“Each state in the region should develop and implement [consider developing and implementing] standardized interconnection procedures, emissions standards, and approaches to standby rates for DG/CHP that recognize the unique benefits of DG/CHP and that eliminate barriers to entry.  Insofar as practicable, states should coordinate to ensure that these procedures, standards, and rates are consistent, in order to facilitate the development of a robust regional industry.”

With regard to the 4th recommendation, on integrating DG/CHP into SBC funding, the Group agreed that this topic should be integrated into the rewrite under recommendation for number 1 from the Energy Efficiency Chapter.

Day 2: March 26, 2003

V. System Planning

Rich Sedano reviewed the key principles set out in the System Planning and Investment draft chapter (click to view their power point slide presentation).  The Group reviewed each of the recommendations, offering comments, criticisms, and suggesting changes.  Note that comments captured in the bullet points were offered by one or more members, but do not necessarily represent a consensus of the Group.

Recommendation 1: Increase coordination among the states and between states and the ISO.
· Describe in the memo the ISO planning process already in place and the recommended changes to that process. 

· Be more specific on how to improve the existing planning process and how to implement this recommendation. 

· Recognize exiting inter-ISO coordination on system planning and support continuation and expansion.

· Since Demand Response (viewed broadly) is NEDRI’s focus, put Recommendations 2 and 3 at the beginning and move Recommendation 1 to 3. 

· Jurisdiction: States/FERC need to maintain existing authorities  

· How do we get states more involved? The states’ role should be more than advisory.

· Note: many states do not necessarily want that.

· What does this recommendation do that NECPUC cannot do now?

· Change the name of RTEP?  

Recommendation 2: Conduct a continuing regional power system planning process to identify system needs and alternative strategies to meet them. 

· Define the term “formal role” of state governments in the text. 

· Move the “going further…” sentence to recommendation 3. 

· The recommendation needs to be more dynamic/iterative/interactive and market-based. 

Recommendation 3: The outcome of a regional power system planning process should be an evaluation on an even-handed basis of a wide range of feasible solutions to emerging problems, including investments in generation, transmission, and demand-side options. 

· Start by expressing explicit support for market solutions, but that where the market falls short there will be a need for intervention according to a hierarchy of steps. Where the market fails and a subsidy is needed, the subsidy should be the least-cost solution. 

· Make sure that the market gets the right information to bring forward market-based solutions. 

· How should codes and standards that are independent of the market be incorporated? 

· How should we provide for and incorporate non-market benefits? 

· If codes, standards, and non-market benefits are not incorporated, can we just rely on market solutions?

· The stated dichotomy between regulated and unregulated providers is too simplistic. .  

· Use “even-handed” instead of “equivalent.”

· Is it necessary to have a formal RFP process when a market is really a self-executing RFP? 

· How can resource parity be implemented? Will it circumvent market power? Will it increase power costs? 

The Group had a lengthy discussion as to what comprises the planning process and what should be done next with the recommendation. It noted that there were not clear divisions between the various recommendations and that Group members were not necessarily all agreed as to how to maximize the incorporation of market forces and implement resource parity. 

The Group reviewed Recommendations 4 and 5 and made two comments on Recommendation 5 only. 

Recommendation 5: ISO-New England, 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 transmission tariffs. 

· Define “socialization” – (e.g., things that generally are not recovered in market based cost recovery.)

· Define “least-cost”.

General Comments
The Group then had a discussion about the paper more generally. One or more members offered the following: 

· The paper needs to clarify the distinction between comprehensive system planning (which it does not address) and grid/reliability planning (which it does focus on). The paper should then focus on the means to fill a well-defined, pre-determined gap.  

· Use the term “structural way to get revenue” and not “subsidy”. 

· How do we incorporate collateral benefits? 

· Can the RFP meaningfully capture the value of the benefits of a given project to society?

· Acknowledge the latest FERC decision. 

· RFP vs IRP process. 

The Group was in broad agreement that if a there is a gap in system needs, identified in an open planning process, is not filled by the market then two standards should apply in filling it:

· Resource parity


· Least-cost standard (for comparable resources or comparability standard)

However, the Group is not sure how to implement them at this point. 

In preparation for the Group’s next meeting, a Working Group will convene twice (April 11 from 1:00-3:30 and April 18th at 9:30 a.m.) to further discuss these issues and recommendations. This Working Group will include: ISO-NE, VT PSB, National Grid, UCS/PACE, DOER, ME Public Advocate, and Chris Neme or Don Gilligan. 

VI. Discussion of Ancillary Services

Brendan Kirby and Eric Hirst provided the Group with a discussion (via speakerphone) of their analysis of demand response and ancillary services (click to view). In response to their presentation, Group members made the following suggestions and observations: 

· As of March 1, ISO currently does not have a market for ancillary reserves. It is in the process of re-designing the reserve markets. 

· Need to create the appropriate ancillary services markets in New England before these recommendations can be implemented.  

· Let demand response participate in ancillary services markets and institute policies that will assist it to overcome barriers (e.g. allow and support aggregation, recognize the shorter duration but faster response time of demand response compared to generation) 

The meeting adjourned at 4:00 p.m. 

To-Do List:

1. Meeting Summary – Raab

2. Dates for next meetings and planning for Working Group meetings – RAP/Raab

3. Find Spaces for May and June meetings – RAP

4. Revise Ancillary Services Chapter– Kirby/Cowart

5. System Planning 

a. Set up Working Group calls for April 11 and 18 – RAP

b. Revise document or develop memo and circulate prior to call – Sedano/Cowart 

6. DG Memo – RAP, w/ DG Group

a. Incorporate point 1 into the Resource Adequacy memo.

b. Consider where/how to incorporate other points – RAP w/ ad-hoc Working Group

7. Energy Efficiency

a. Rewrite 1(b) to be more inclusive – Schlegel/Raab

b. Rewrite 1(a) regarding state ratepayer funding for shorter-term demand response in new piece -- Cowart, Schlegel, Goldman

8. Pricing and Metering

a. Respond to Oppenheim on suggested changes – Weston/Raab

b. Rewrite text for last recommendation (3(c)) – Weston 

c. Update table to reflect changes in recommendations – Weston 

9. Resource Adequacy

a. Draft section for Reliability chapter with ancillary services – Cowart

10. Develop Report Outline, Executive Summary, Intro/Principles -- Cowart
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Secure Additional Ratepayer Funding for Overcoming Market Barriers to Shorter Term Demand Response
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