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Meeting Summary for Meeting #4: 

Framework Session on Energy Efficiency and Transmission 

37 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. Agenda

2. Scoping Paper on Energy Efficiency, Jeff Schlegel, Consultant

3. Energy Efficiency Discussion Points

4. Transmission Memo, Richard Cowart, RAP

At meeting:

1. Slides from Jeff Schlegel, “Energy Efficiency.”

2. Slides from Rich Cowart, “Transmission Discussion Points.”

II. Introduction and Administrative Issues

Dr. Raab welcomed the members, and everyone went around the room and introduced themselves.  Dr. Raab then went over the agenda for the day and reviewed the Meeting Summary from the third NEDRI meeting.  There were no changes.

III. Energy Efficiency Presentation

Jeff Schlegel then began his presentation on Energy Efficiency.  A copy of the full PowerPoint slide show he used is available on the NEDRI website at http://nedri.raabassociates.org/Articles/June4presentation.ppt
What follows are comments, observations and recommendations made by one or more NEDRI participants in response to Mr. Schlegel’s presentation.  

· Graphs on pages 4 and 6 in Schlegel slide show missing a potential rebound effect after recovery from load management (not shown for simplicity of example)

· Load growth projections already have some energy efficiency assumptions built into them.  Are we talking about energy efficiency that’s already being assumed and planned for, or incremental new energy efficiency?  Are the load growth assumptions consistent with current energy efficiency plans and achievements?

· Has energy efficiency ever totally eliminated load growth in a location for a significant time period?  Could it?  It is clear it has reduced the level of load growth, but not eliminated it, although one member pointed out that the VT “achievable potential” study showed load growth was possible with very aggressive DSM.

· On page 8 of the slides, business models like “performance contracting” should be added under complementary approaches.

· NEEP discussed the demand-related potential from promoting better building codes and appliance standards, based on its recent study.  Sue Coakley pointed out that more rigorous implementation and enforcement of existing building codes could lead to energy savings from 40% to 70% in affected buildings.   She also said that a regional push for Energy Star (using existing technical standards) for appliances by 2005/2006 could have major load savings. Members would like to get a copy of the NEEP study and NEEP agreed to provide it for posting on the NEDRI website.  Finally, Coakley pointed out that some of these proposals would require state legislation.  One member pointed out that codes and standards could raise equity issues if they significantly raise the cost of appliances and housing.

· One NEDRI member queried as to whether the figures on page 14 of the Scoping Paper represent the upper bound, since it was looking only at the energy market and not the capacity market. While the graph represents an atypical high priced day, not clear whether it’s an upper bound.  Others pointed out that the numbers do not include other benefits (environment, diversity, etc.).  Finally, the members agreed that ideally you’d want to look at a similar analysis over the entire year in “normal” market conditions.  Apparently, market studies are available that do this for PJM and California, though some might say that the market conditions in the time periods covered in those studies are also atypical.

· Correction: On slide 16 of Schlegel’s Power Point, change to “15 to 18% reduction by 2010” and not 2001

· Are some markets for energy efficiency already saturated, or do we just need to add additional measures and do more customization?  Many sectors are still very active, but in some the “low hanging fruit” has already been picked – but there still are some opportunities. 

· Do energy efficiency load reductions defer, reduce, or eliminate some transmission investments?  Large load reductions in the past have deferred some wires investments and reduced the level of transmission that otherwise would have been needed. 

IV. Key Energy Efficiency Policy Questions

After a short break, the discussion shifted to specific policy issues for Energy Efficiency.

Dr. Raab walked the Group through four key questions (the PowerPoint slide show with these questions is available at:

http://nedri.raabassociates.org/Articles/NEDRIEnergyEfficiencyPolicyQuestionsJune4.ppt )

These questions were:

· What is the potential contribution of cost-effective energy efficiency in New England?  How much energy efficiency will be realized through private investment, following planned power market reforms, and how much will require regulatory reforms, system funding, or other actions?

· Who should pay for the various public benefits of energy efficiency?  What are the funding and primary focus options?  How does the region capture and value the multiple, integrated benefits of energy efficiency in a de-integrated market system? 
· How should the system or public funding (from whatever sources), and the programs supported by such funding, be organized, administered, delivered, and coordinated?

· How could the region maximize the value of longer-term, systematic demand response (load reductions from energy efficiency, including standards and codes), together with short-term demand response (price-responsive load response, load management, etc.), other demand-side resources, and other distributed resources? 
What follows are comments, observations and recommendations made by one or more NEDRI participants in response to these policy questions.  

· A top priority should be to raise awareness about energy efficiency programs, because a lack of awareness is hampering uptake among end users.

· We should allow energy efficiency bidding into markets 

· We have captured some value, but there is still much left

· Bid long term energy efficiency as “must run” resource (can get demonstrated energy efficiency)

· Load Serving Entities could bid EE in day ahead markets

· If already out of load forecast do we get caught short?

· Energy efficiency could simply bid zero, and take the market clearing price.  (Some termed this “Baseload demand bidding, but perhaps “energy efficiency in a forward market” is a more useful term)

· How best to aggregate energy efficiency for demand bidding and how can we effectively dispatch energy efficiency measures?

· We need to adjust benefit/cost analyses methods and inputs to capture additional regional benefits

· How can savings from energy efficiency programs be rewarded in wholesale/retail markets? 

a) Customers are not charged for load not used

b) Interruptible demand /demand side bidding

c) Paid for what don’t use

· Maybe need a new longer term, forward (e.g., 5 years) market that allows generation, transmission and baseload energy efficiency to bid head-to-head.  This could be like or even possibly replace the ICAP market.  But can it be done in a way that avoids the problems with the ICAP market?  Would such a forward market reflect and capture the full public value of energy efficiency?  

· Currently, many large consumers contract for their power purchases – how could energy efficiency load reductions be incorporated in such contracting?  

· Should we be giving consumer surplus to energy efficiency providers?  The generator also produces a consumer surplus – we wouldn’t give all the surplus to them

· We should also think about how to deal with small players. Will bidding work effectively for them? Aren’t pricing options better?  But experience shows that when given a choice among options, many consumers choose the stable, long term flat pricing option rather than the variable time-differentiated pricing option.

· Bidding probably won’t capture all the societal benefits.  Some participants expressed great doubts about the ability to structure markets to capture all but the lowest hanging efficiency fruit.

· Will energy efficiency be able to bid day ahead into energy markets?

· How can energy efficiency capture benefits and contribute to capacity expansion programs?

· How can energy efficiency be included in the transmission planning process to deal with capacity and transmission constraints?

· If you give NOx credits for energy efficiency programs you can increase their market value

· If there’s overcapacity, there’s less of a convincing rationale for promoting energy efficiency as an element of an overall reliability strategy.  Likewise, if energy efficiency programs are displacing natural gas generation, there’s less of an environmental rationale.  Therefore, will legislators have the appetite for large SBC?

· A market for trading negawatts might help to encourage energy efficiency programs

· Developing markets should keep aggressively pursuing demand/systemwide benefits – figuring out how to incorporate them

· Locational marginal cost pricing will help energy efficiency’s value proposition in constrained areas

· NJ has 300 MW of metered DSM that is paid on performance – the technology is much better now

· Demand Bidding may turn out to be politically easier than pushing for changes in codes/standards or mandatory TOU rates

· How much energy efficiency is achievable?  One stakeholder mentioned a recent Vermont study.

· Will there be the political will for energy efficiency standards and codes?  Or will there be additional funding needed to capture the additional energy efficiency resources (above current SBC funding)?  Or will the additional resources be foregone?

Energy Efficiency Priorities

Dr. Raab asked the Group to brainstorm what should be the priorities for NEDRI on energy efficiency issues going forward.  One or more individuals mentioned each of the following items, which is not prioritized nor agreed to by the Group at this juncture.

· Determine how much energy efficiency is currently out there.  

· Determine if energy efficiency can really mitigate transmission pressures?

· Look at decoupling sales/profits as a way to encourage EE programs

· Try to better internalize environmental externalities.  Look at using environmental credits (e.g., NOx, CO2 credits) to increase the market value of efficiency programs.  Consider aggregating small customers for environmental credits.

· Advanced metering would facilitate energy efficiency programs

· Facilitate baseload demand bidding in forward markets 

· Increase education about the benefits and opportunities for energy efficiency

· Coordinate on regional energy efficiency standards

· Improve the efficiency of the delivery and administration of the energy efficiency SBC programs (make sure getting the biggest bang for the buck).

· Increase regional coordination for programs and planning

· Regional planning and tracking capability, such as T&D planning, will also facilitate the spread of EE initiatives

The members then broke for lunch.  

V. Transmission

After lunch, Sandy Waldstein from the Vermont PSB gave an update on the NERTO process.  In summary, she observed that there is no complete endorsement of the NERTO plan at this time, and that at the last meeting the NY PSC said they would not pay any compensation the New England as part of the merger.  As of this point, the merger does not have a lot of support in New England among the PUCs.  It’s not clear what the ISO Boards may do.  However, we may just see a strong push by FERC to eliminate barriers and implement standard market design.

After the NERTO update, Rich Cowart then gave a presentation on Transmission.  The slides he used are available at:

http://nedri.raabassociates.org/Articles/CowartJune4.ppt
What follows are comments, observations and recommendations made by one or more NEDRI participants in response to Mr. Cowart’s presentation.  

· If operation of transmission by ITCs could improve efficiency of the transmission system by 20% (as some claim) isn’t this enough by itself?  How should we reconcile competitive and regulated entities, as well as timing concerns?

· When does LMP simply provide price signals (high prices in congested areas) and when does congestion reveal real reliability concerns?

· What transmission projects should be put out to bid? 

· What programs and projects should have their costs socialized?

· Can transmission organizations actually identify the lowest cost options?

· LMP sends a clearer signal, but could there also be a reliability adder.  Rich Cowart noted that the UK had previously used a reliability cost adder that varied by the loss of load probability in different time periods,   but it’s unlikely to be adopted in the US 

· We could issue an RFP for public goods (such as reliability, environmental benefits) but it might be very hard to write and evaluate

· Shall we move transmission to operate on a merchant basis?

· Resources that can be obtained through bidding programs are only part of a strategy to flag all potential least cost options

· Connecticut is targeting its DSM to constrained areas, so their program involves more than just regionally socializing transmission expansion costs

· If there is a reliability threat, it’s best to open up to market first in an attempt to find market solutions before proposing to socialize transmission and putting an efficient reliability rule into effect.

· Some DSM that will not be cost-effective when compared to any one set of supply side alternatives may be cost-effective when compared to the combination of transmission, distribution, and generation options.  Put another way, efficiency has multiple benefits whereas different supply options (new power plant, new transmission line, new distribution system upgrade) have only one benefit (typically).

The members then discussed the design of Phase II of the NEDRI process, with a particular focus on two questions:

· Principles and Goals for the NEDRI Process

· Design and Structure for Working Groups

In advance of the next meeting, Rich Cowart agreed to draft a 3 to 5 page memo detailing a potential NEDRI goal statement and draft principles for the participants’ consideration and adoption.   This memo will include some cross-cutting principles for the NEDRI process as a whole, plus some principles or issue assignments targeted at each of the major policy and program areas we have been looking into (e.g., price responsive load).

The members discussed four working groups:

· price responsive load

· energy efficiency

· retail pricing and metering

· reliability cluster, including emergency programs, ancillary services, and transmission congestion policies 

Some of the issues raised by members about the working groups included:

· Whether it’s appropriate to let others from organizations represented by Stakeholders join in the Working Groups

· How to deal with the pressing situation in Southwest Connecticut

· Whether we should focus specifically on what the ISOs and PUCs should do?

· Where we should talk about distributed generation?

· Where we should talk about environmental issues?

· Where we should talk about energy efficiency in a forward market

· How we will handle some of the above and broader interactions between working group topics

Jonathan Raab agreed to compose a memo laying out a proposed structure for working groups and ideas about how they would operate.  He will also poll each group member on its first and second choices for working groups.

VII. Next Meeting

The next meeting will be at The Highlander Inn in Manchester, New Hampshire (the location of the first NEDRI meeting) on June 25th.  The meeting will focus on the overall principles of the NEDRI process and a discussion of the envisioned operation of the Working Groups.

To Do:

· Prepare memo on Goals and Principles – Rich Cowart

· Prepare memo on Working Group structure and operation –Raab Associates

· Meeting Summary –Raab Associates

· Get NEEP study on Appliances and Post on NEDRI Site – Raab Associates

· Post Vermont potential study on web site—Schlegel/Raab Associates

· Poll each group member on their first and second choices for working groups- Raab Associates
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