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After determining that a quorum was present, the meeting was called to order.

Agenda Item #1: CHAIRMAN’S OPENING REMARKS

The Chair requested that those participating by telephone identify themselves.  After the introductions, the Chair called for a motion to approve the minutes of the February 27th Markets Committee meeting and the March 7th and 8th Markets Committee meeting.  It was moved, seconded and unanimously approved by the Markets Committee on a show of hands to accept the minutes of the February 27th and March 7th and 8th Markets Committee meetings.  All sectors, except Generation, had a quorum.

Agenda Item #2: PRICE FINALITY PROCESSES

Mr. Douglass presented this item to the Committee.  Mr. Douglass summarized the changes to be made and stated the ISO’s purpose in proposing them, which is to clarify when prices are final for all markets.  These changes seek to balance the need for price certainty and the need for accuracy.  In addition, these changes address inconsistencies among the markets.  These price finality changes more clearly state when prices are provisional and when they are final.  These changes apply to clearing prices and do not replace the existing billing dispute process.  These changes also eliminate a provision for the ISO Board of Directors to extend the 5-day period for finalizing clearing prices because it’s never been used, and given the short timeframe available, probably could not be used.

Mr. Douglass proceeded to present the proposed Market Rule 1 changes to implement the proposed change.  Mr. Douglass stated that the ISO is open to comments or suggestions prior to acting on these market rule revisions at the May Markets Committee meeting either now or via e-mail to Mr. Douglass.  Following the presentation, the following points were raised:

(1)
A Committee member stated that price finality is needed as soon in the process as possible.   He pointed out that PJM posts final Day-Ahead Market prices precisely at 4:00 PM while, in New England, extended delays in the publication of Day-Ahead Market results are frequently seen, sometimes as late as 6:30 PM.

(2)
A Committee member asked if there is a safety valve provision when a serious disruption of the markets for known major problems takes place.

(ISO: No specific language is proposed here.  There is generic language authorizing the ISO to seek authority from FERC and some inherent authority where the ISO needs to act to preserve reliability.)

(3)
A Committee member asked if this would affect NEPOOL’s ability to address this problem.

(NEPOOL Counsel noted that these proposed changes would not materially change NEPOOL’s or the ISO’s authority, whatever it is.  ISO Counsel declined to offer an opinion on what authority NEPOOL has or how it could be exercised.)

(4)
A Committee member mentioned the former Section 7.5(g) of the Restated NEPOOL Agreement and offered the opinion that NEPOOL no longer has any such authority.

(5)
A Committee member offered the opinion that Section 7.5(g) never provided for billing disputes and was solely to allocate costs among Participants when ISO takes reliability actions not otherwise covered.

(6)
There was a brief discussion about the meaning of Section 7.5(g) and the wisdom of bringing it back.

Mr. Douglass indicated that the ISO would be seeking a vote on these proposed changes at the May meeting of the Markets Committee.

Agenda Item #3: LONG TERM TRANSMISSION RIGHTS WORKING GROUP

Mr. Bowie presented this item on behalf of the Working Group.  Mr. Bowie described the March 29th meeting of the Working Group and the proposed charter agreed to at that meeting.   The Working Group is requesting the Markets Committee’s agreement that the proposed charter is consistent with the Markets Committee’s expectations for this Working Group.  Mr. Bowie also noted the requirement that this Working Group’s output be consistent with the FERC Order on this subject (which FERC has yet to issue).

The following motion was moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee supports the proposed Charter of the Long Term Transmission Rights Working Group as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

During the discussion of this resolution, the following questions/concerns were raised:

(1)
A Committee member expressed confusion as to what the Committee intended this Working Group to do prior to FERC’s issuance of a final rule, given that compliance with that rule would be the major task of the Working Group.

(Mr. Bowie pointed out that there are options that can be explored before the order is issued and that a minimum of 2 Market Participant white papers are forthcoming that the Working Group could review.  It may be helpful to get an early start on options for compliance given the FERC’s short timeframe (the NOPR indicates compliance (i.e., implementation) may be required within 180 days of the issuance of a Final Rule).)

(2)
A Committee member expressed concern that the Working Group not go down a path and become committed to a proposed methodology that later proves to be inconsistent with the FERC’s direction in the Final Rule.

(Mr. Bowie indicated that the Working Group plans, for now, to proceed down the center of a broad highway and that paths running off that highway will not be traveled until there is a better sense of where the FERC is going on this issue.)

The motion was then voted.  Based on a show of hands, the motion passed unanimously.  All sectors had a quorum for this agenda item.

Agenda Item #4: WINTER ACTION PLAN-RELATED SUBJECTS AND OTHER MISCELLANEOUS ISSUES – MARKET RULE 1/MANUAL REVISIONS

Mr. Lowell presented this item to the Committee.  Mr. Lowell briefly summarized the changes made to this proposal since the last Committee meeting and called the Committee’s attention to some additional justification provided by the ISO for the 25% proposed Market Monitoring threshold for changes in Start-Up and No-Load Fees.  During the discussion of this item, the following issues were raised:

(1)
A Committee member expressed concern about daily creep in Start-Up and No-Load Fees through daily offers at or just below 25% of the Reference Price.  Several Committee members joined this discussion and pointed out that creep in Reference Prices was addressed last year by the Committee and that the 25% is now calculated based on a fixed Reference Price not, as some believed, on the daily Start-Up or No-Load component of the Supply Offer.

(ISO: The ISO pointed out that the 25% threshold is not an automatic mitigation and does not preclude the ISO’s Internal Market Monitoring Unit (INTMMU) from looking at situations where the 25% threshold is not exceeded.  It merely triggers an examination when the threshold is exceeded in a constrained area.)

(2)
A Committee member suggested that concerns about the 25% threshold have been addressed at every meeting at which these changes have been discussed and we should attempt to get someone from INTMMU on the telephone to discuss the appropriateness of 25% and to discuss alternatives.

(ISO: This proposed discussion would not add much to what is already stated in the memo.  This memo was reviewed by and represents the consensus of Dr. Ethier and Dr. Chao and was reviewed by Dr. Patton prior to distribution to the Committee.  In addition, the ISO cannot guarantee availability of Dr. Chao because all of the ISO’s senior staff is in a meeting this morning.  We can try to get this done if the Committee needs to hear from Dr. Chao prior to voting.)

(3)
A Committee member expressed concern about the implications of these changes on bidding in NEMA/Boston (particularly by those with RMR Contracts).  This Committee member would be more comfortable with these changes if he were assured the combined cycle modeling improvements were also going forward in an expeditious manner.

(4)
A Committee member noted that, without these changes, the need to project two weeks into the future would result in higher Start-Up and No-Load Offers to address fuel price volatility exposure.  The proposed flexibility may actually reduce the Offer prices in most circumstances.  The concern expressed about RMR units is understandable but that concern should not delay implementing this flexibility for everyone else.

(5)
A Committee member indicated she would be more comfortable if the ISO would confirm that the 25% is not a moving day-to-day bandwidth.

(ISO: It is not day-to-day.  The 25% is measured against the Reference Price, which is fixed until the case required by the rules to establish a new Reference Price is made and agreed to by the INTMMU.)

(6)
A Committee member expressed a preference for some sort of technology-specific or unit type specific bandwidth on offers in constrained areas.

(ISO: If this is something you want the INTMMU to look at before today’s vote, we need more details or a specific proposal that can be evaluated by the INTMMU.)

(7)
A Committee member suggested that Start-Up and No-Load Fees be entered in dollars per MMBTU so they could automatically adjust with fuel prices as reflected in energy offers.  Four Committee members proceeded to give reasons that such an approach would not work for some of their generating Resources.

(8)
A Committee member asked if the ISO is comfortable with the 25% number.

(ISO: Yes.  If experience shows that level to be too high or too low, we would be back with a proposed change but right now, for the reasons set forth in the memo, the ISO is comfortable with a 25% threshold.)

(9)
The Chair asked if it would be appropriate to take a straw poll on whether we are ready to vote today.  A Committee member indicated she would be willing to vote today and would offer amendments at the appropriate time.  Otherwise, there was general agreement that a vote could take place today.

(10)
The ISO noted some minor editorial changes to Appendix F to Market Rule 1 that do not alter it’s meaning but clarify the intent.  There was no objection to including this change in the documentation to be voted on.

(11)
A Committee member questioned the wording of the definition of Posturing.  As worded it seems to apply to every instance when a unit is removed from economic dispatch for VAR support or Operating Reserve.

(ISO: The ISO pointed out that the definition applies to Real-Time dispatch not unit commitment decisions.)

(12)
A Committee member expressed concern that the Posturing definition will alter cost allocations elsewhere in the rules.

(ISO: The ISO does not understand the stated concern.  The definition does not change cost allocations.  It merely describes what posturing is.)

(13)
Several Committee members suggested two clarifying changes to the language; (i) insert “Real-Time” in the Posturing definition to further distinguish this from Unit Commitment and (ii) change “generating resource” to “Resource”.  These revisions were accepted for inclusion in the document to be voted without objection.

The following motion was moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to Market Rule 1, Appendix A to Market Rule 1, Appendix F to Market Rule 1, and ISO New England Manuals M-11 and M-35 regarding Winter 2005/2006 Action Plan subjects and other miscellaneous issues as proposed by ISO New England Inc. (the “ISO”) and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

During the discussion of this Resolution, a Committee member asked about Resources that know they will be committed regardless of the level of their Supply Offers increasing their Start-Up or No-Load Fees by 24% of the Reference Price when there is no underlying increase in fuel costs.  The ISO responded that this scenario could be reviewed under the generic authority granted in Appendix A to Market Rule 1 if the INTMMU and the Independent Market Monitoring Unit (IMMU) believe it to be abuse of market power.

Before the motion could be voted, it was moved and seconded by the Markets Committee to amend the motion as follows:

Revise the ISO’s proposed changes within Section III.A.5.3.3(a)(ii) of Appendix A to Market Rule 1 as follows:

“(ii)  Start-Up or No-Load Price – an increase of 15% above the Reference Level.”

During the discussion of this Motion to Amend, the following points were raised:

(1)
A Committee member said that 15% seems fairly arbitrary and asked if there is any analysis or experience in other areas that supports this number.  The movant replied that there is no such analysis but that 15% is no more arbitrary than 25% and is more proportional to a reduction in frequency of submission of once every two weeks to daily than a reduction from 50% to 25%.

(2)
A Committee member expressed concern that a 15% threshold would lead to many “false positive” results that would needlessly consume ISO resources.

The motion to amend was then voted.  The motion to amend failed with a vote of 50.39% in favor.  The individual Sector votes were Generation (0% in favor, 17.07% opposed), Transmission (11.38% in favor, 5.69% opposed), Supplier (4.88% in favor, 12.19% opposed, 2 abstentions), Alternative Resources (0% in favor, 14.67% opposed), Publicly Owned Entity (17.07% in favor, 0% opposed), and End Users (17.07% in favor, 0% opposed).

Before the motion could be voted, it was moved and seconded by the Markets Committee to amend the motion as follows:

Revise the Motion language as follows:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to Market Rule 1, Appendix A to Market Rule 1, Appendix F to Market Rule 1, and ISO New England Manuals M-11 and M-35 regarding Winter 2005/2006 Action Plan subjects and other miscellaneous issues as proposed by ISO New England Inc. (the “ISO”) and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve with the recommendation that the ISO’s Internal Market Monitoring Unit (IMMU) will include an annual evaluation of the 25% threshold and the appropriateness of changing that threshold as part of the IMMU annual report.

During the discussion of this motion, ISO Counsel asked if this was intended to be the ISO’s Internal Market Monitoring Unit or the Independent Market Monitoring Unit.  The movant confirmed that he intended this to be the ISO’s Internal Market Monitoring Unit.

The motion to amend was then voted.  Based on a show of hands, the motion passed.  2 abstentions within the Supplier Sector were recorded.

Before the amended motion could be voted, it was moved and seconded by the Markets Committee to amend the amended motion as follows:

Revise the amended Motion language as follows:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to Market Rule 1, Appendix A to Market Rule 1, Appendix F to Market Rule 1, and ISO New England Manuals M-11 and M-35 regarding Winter 2005/2006 Action Plan subjects and other miscellaneous issues as proposed by ISO New England Inc. (the “ISO”) and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve with the recommendation that the ISO’s Internal Market Monitoring Unit (IMMU) will include an annual evaluation of the 25% threshold and the appropriateness of changing that threshold as part of the IMMU annual report including an analysis of Start-Up and No-Load bid changes on a daily basis, including those bid changes that were less than the 25% threshold, in comparison to the average daily changes in New England delivered gas price.

During the discussion of this Motion to Amend the following points were made

(1)
A Committee member suggested that it would be inappropriate to dictate to the INTMMU on how to perform its function.

(2)
A Committee member disagreed, stating that a recommendation or suggestion from Market Participants on what the INTMMU should be reviewing (while not binding) is wholly appropriate.

(3)
A Committee member asked if the ISO would support this given that it is only a recommendation.

(ISO: No.  The ISO noted that all of the language in Market Rule 1 including Appendix A is required to be reviewed and assessed as part of the INTMMU’s annual review.  If Participants want to suggest a specific analysis through a recommendation that is probably OK but we question whether this level of specificity in the motion is really helpful.)

The motion to amend the amended motion was then voted.  Based on a show of hands, the motion failed.

The amended motion was then voted.  The motion passed with a vote of 80.09% in favor.  The individual Sector votes were Generation (17.07% in favor, 0% opposed), Transmission (14.22% in favor, 2.85% opposed), Supplier (17.07% in favor, 0% opposed, 2 abstentions), Alternative Resources (14.67% in favor, 0% opposed), Publicly Owned Entity (0% in favor, 17.07% opposed, 2 abstentions), and End Users (17.07% in favor, 0% opposed).  All sectors had a quorum for this agenda item.

Agenda Item #5 FTR CONGESTION REVENUE

A. 2005 Congestion Revenue Surplus

Mr. Seliga presented this item to the Committee.  After Mr. Seliga’s presentation, the following points were made:

(1)
A Committee member asked if Slide #5 indicates that most of the congestion revenue accumulates in the summer months.

(ISO: Yes.)

(2)
A Committee member expressed puzzlement at the assumption that increased transmission outages would increase congestion revenue.  He would have expected the opposite relationship.  He was also curious as to how many of these outages were anticipated Day-Ahead versus those known only in Real-Time.

(3)
A Committee member noted that over-collection seems to be related more to the fact that outages did not occur as planned when the FTR Auction limits were established than it does to the increase in outage activity itself.

(4)
A Committee member stated that in his opinion not enough FTRs were being sold and FTRs therefore are not serving their intended function as a hedging mechanism.  We need to do something to keep Target Allocations closer to the congestion revenues available.

(ISO: The ISO suggested that full funding or different funding mechanisms for FTRs should be dealt with separately and would probably need discussion in the LTTR or other Working Groups prior to any change being made.)

B. Annual Allocation of Congestion Revenue Surplus

Mr. Dwyer presented this item to the Committee.  Mr. Dwyer reported that Mr. Zielanski was unable to attend today’s meeting but had promised to have someone available by phone if there were questions for the ISO’s Settlement Department following the presentation.  At a previous Markets Committee meeting some Committee members asked the ISO to develop a better estimate of year-end distributions of congestion revenue and communicate that estimate to Market Participants, before the end of the calendar year.  The intent would be to avoid the restatements of earnings some Market Participants experienced last year.

After discussion with affected Market Participants, the ISO Settlement Department has agreed to compile an estimate, as current as possible of the annual FTR data late in December of this year.  This information will be distributed during the last week of December and should be sufficient to allow Market Participants to more accurately estimate the amounts they can expect to see in their January invoices.

The data will be posted on the ISO web site and will have an accompanying Special Notice alerting Market Participants that the data is available.  The ISO Settlement Department will be working with the ISO’s Customer Service Department prior to December so that the Customer Service Department will be able to answer Market Participant questions that may arise as Market Participants calculate their individual positions.  It is the ISO’s hope that the estimates resulting from this improved data will be within a range that will not result in Market Participants having to restate their earnings to reflect higher than expected year-end distributions.

Agenda Item #6: MARKETS COMMITTEE WORKING GROUP REPORTS

Demand Response Working Group

Mr. Laurita presented this item to the Committee on behalf of the Working Group and included the following:

(1)
The Demand Response Reserve Pilot Program is expected to begin October 1, 2006.

(2)
The Demand Response Summit is scheduled for April 27th (details on the ISO calendar).

(3)
The Demand Response Winter Supplemental Program terminated March 31st.  The ISO is finalizing payment and settlement for distribution in mid-May.

(4)
The Working Group will soon begin work on Forward Capacity Market settlement implementation issues.

Forward Spinning Reserve Working Group

Mr. Gordon presented this item to the Committee on behalf of the Working Group and included the following:

(1)
At its last meeting, the Working Group received presentations from NEPGA on Forward Spinning Reserve options and from the ISO on the “but for” test.

(2)
The group is working with NEPOOL Counsel to develop a working draft of a recommendation to share with the Markets Committee in a few months.

(3)
Meeting materials for the Working Group’s meetings are posted on the ISO web site.

Information Policy Working Group

Ms. Hennequin presented this item to the Committee on behalf of the Working Group and included the following:

(1)
The Working Group plans to bring forward a recommendation related to the disclosure of data to academic institutions next month.

(2)
The Working Group continues to struggle with attendance by Market Participants that reflect the diversity of opinion heard at the Markets Committee.

NEPOOL GIS Operating Rules Working Group

There was no report from this Working group.

Agenda Item #7: METER READER WORKING GROUP – MANUAL REVISIONS

A. Asset Registration Change and Termination Processes (M-28 and M-29)

Ms. Gondek presented this item to the Committee on behalf of the Working Group.  Ms. Gondek noted that these are the changes originally scheduled to be voted on last month that were withdrawn when it was discovered that the wrong version of a document had been distributed.  During the discussion of this item, the following points were raised:

(1)
A Committee member expressed concern about the complexity of the Asset Registration Process.  Is it possible to at least provide a customer guide on the ISO web site that provides contact information for Host Participants and instructions for registering Assets?

(ISO: This subject is really not a Meter Reader issue.  This is an ISO responsibility.  The concerns are duly noted and the ISO agrees to work with customers to develop a more responsive system.)

(2)
A Committee member expressed concern about adding a third level of “sign-off” to an already inefficient manual process.  We really need to investigate development of an electronic system that can streamline this effort.  This Committee member is not convinced that the Host Participant Assigned Meter Reader sign-off adds anything and believes the current e-mail notification process is sufficient.

(ISO: It is hoped that CAMS will provide the vehicle to address this concern, but it will take time and money to do this.  In the meantime, the Meter Reader Working Group has tried very hard to develop an interim solution that is very definitely needed.)

(Ms. Gondek also replied pointing out that, if Market Participants are following the current ISO manual procedure, these changes do not add any additional burden.  This change helps to avoid the current problem of frequently requiring registering Market Participants to re-submit their registrations.  It was also pointed out that the Host Participant Assigned Meter Readers need to have some verification from the registered Asset owner when they are sharing confidential data, which is why this proposal applies to changes as well as termination or establishment of Assets.)

(3)
A Committee member asked if other existing definitions in M-35 (such as “Host Participant”) would need to be changed to implement these proposals.

(Ms. Gondek: No.)

(4)
Several specific questions about the treatment of nested metering domains within a larger utility were posed and answered.

(5)
Several questions about problems with the Asset registration process were raised.

(ISO: The ISO will follow up on these specific issues off-line but would like to maintain the Committee’s focus, today, on these changes.  We acknowledge that there is clearly a need for additional customer guidance on the Asset registration process.)

(6)
A Committee member indicated he understood the need for Host Participant sign-off for new or retiring Assets but does not see the need for this with Asset ownership transfers.  These are very time-sensitive transfers that are critically important to the transfer of wholesale load obligations.

(7)
A Committee member said he understood the need for audit controls but expressed concern about the complexity of the Asset registration process.  He reiterated the need for a commitment for improvement in this area.

The following motion was moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the Asset Registration, Change and Termination Processes-related revisions to the ISO New England Manuals M-28 and M-29 as proposed by the Meter Reader Working Group, and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

Before the motion could be voted, it was moved and seconded by the Markets Committee to amend the motion as follows:

Revise the Meter Reader Working Group’s proposed changes within ISO New England Manual M-28 (along with any other necessary revisions within M-28 which limit the Host Participant Assigned Meter Reader signature requirement to apply only to new Asset registrations or Asset terminations) as follows:

(1) Section 12.2.2.3(1)

“Asset registration/change forms for new Assets or Assets to be terminated must be reviewed and signed by the Host Participant Assigned Meter Reader or they will not be accepted.  The ISO approves or disapproves the registration of new Assets within five Business Days and notifies all parties listed in the registration form.  The ISO approves or disapproves registration changes to existing Assets within two Business Days and notifies all parties listed in the Asset registration/change form.”

(2) Section 12.2.5.1(b)

“When transferring ownership of an existing Load Asset or changing ownership information, both the prior Lead Load Asset Owner, or Owners for a Dispatchable Load, transferring ownership of the Load Asset and the new Lead Load Asset Owner(s), or Owners for a Dispatchable Load, must cosign the Asset registration/change form as described in the Additional Registration Requirements section below.  The Load Asset number will be transferred with the Load Asset only when it represents a single metered load such as a station service load or Dispatchable Load.
The motion to amend was then voted.  The motion to amend passed with a vote of 88.62% in favor.  The individual Sector votes were Generation (17.07% in favor, 0% opposed, 1 abstention), Transmission (5.69% in favor, 11.38% opposed, 3 abstentions), Supplier (17.07% in favor, 0% opposed, 5 abstentions), Alternative Resources (14.67% in favor, 0% opposed), Publicly Owned Entity (17.07% in favor, 0% opposed), and End Users (17.07% in favor, 0% opposed, 5 abstentions).

The amended motion was then voted.  Based on a show of hands, the motion passed.  1 abstention within the Supplier Sector was recorded.  All sectors had a quorum for this agenda item.

The following motion was moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to the ISO New England Manuals M-28, M-29 and M-35 regarding new Asset-related defined terms as proposed by the Meter Reader Working Group, and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

The motion was then voted.  Based on a show of hands, the motion passed.  1 abstention within the Supplier Sector was recorded.  All sectors had a quorum for this agenda item.

B. New Defined Terms regarding Assets (M-28, M-29 & M-35)

Ms. Gondek presented this item to the Committee on behalf of the Working Group.  The following motion was then moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to the ISO New England Manuals M-28, M-29 and M-35 regarding new Asset-related defined terms as proposed by the Meter Reader Working Group, and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

The motion was then voted.  Based on a show of hands, the motion passed.  1 abstention within the Supplier Sector was recorded.  All sectors had a quorum for this agenda item.

Agenda Item #8: ASM PHASE II – MARKET RULE 1 CHANGES

Mr. Montalvo and Mr. Ide presented the proposed changes to the Committee.  Because the Chair was called upon to participate in this presentation and the Vice-Chair was participating by telephone, the Secretary temporarily assumed the functions of the Chair.

Mr. Montalvo summarized the changes being proposed as outlined in the memorandum distributed for the meeting.  He pointed out that the most substantive change relates to the treatment of capacity credit for Dispatchable Asset Related Demand.  In order to avoid undesirable impacts of reconstituting all load frequently and other implementation problems, the ISO is proposing to handle the capacity credit for these Resources on the obligation side of the ledger (i.e., as a reduction in ICAP Obligation) rather than on the supply side (by creating a new class of supply side Asset).  During the discussion of this item, the following concerns were raised:

(1)
A Committee member was concerned that the proposed treatment for Dispatchable ARDs might have an unintended consequence of reducing installed reserve obligations to the benefit of load and to the detriment of generators.

(2)
A Committee member suggested that the definition of “Minimum Consumption Limit” could be clarified by deleting a reference to available.  There was no objection to this change.

(3)
A Committee member suggested that clarifying language be added to Section III.9.5 (iv) to reflect the intent that this treatment apply to all Resources not just those participating in that Resource’s initial procurement period.  After some discussion, it was largely left to the ISO New England Manuals to deal with the details of this process.

(4)
A Committee member stated that while he can understand the rationale for not allowing on-line Local Second Contingency Protection Resources to be eligible for Locational Forward Reserve Market revenue, he does not understand the exclusion of VAR Resources.  Typically, such units are committed at their Economic Minimum Limits and, unlike Local Second Contingency Protection Resources, they are not being paid for their commitment costs through uplift.  This is just going to increase participation costs for this market and increase the cost to load.  This Committee member suggests the ISO reconsider this.

(Please see ISO response to the next question.)

(5)
A Committee member suggested all these units should be allowed to participate and just include Locational Forward Reserve Market payments as revenues in the NCPC calculation.  It seems ironic that the very units the ISO is committing for local reserves are deemed ineligible to receive payment for the service provided.

(ISO: The rationale behind this market design is to incent Fast Start Resource investment when and where needed without discriminating unduly against other Resources capable of providing the same service.  It is not intended as a panacea for all Local Second Contingency Protection Resource compensation issues.  These Resources are proposed for exclusion because they are not committed based on their contestable offers but through out of market reliability decisions of the ISO.  These Resources are not competing with other providers on a level playing field in terms of commitment costs.  Although the ISO could have re-opened the NCPC calculations (which would involve lots of implementation issues and cost) that would still not address the pricing issue.  The pricing issue raised here is with the pricing of the Locational Forward Reserve Market not the Energy Markets.) 

The following motion was moved and seconded by the Markets Committee:

RESOLVED, that the Markets Committee recommends that the Participants Committee support the revisions to Market Rule 1 and Appendix F to Market Rule 1 regarding the ASM Phase II subjects as proposed by ISO New England Inc. (the “ISO”) and as circulated for this meeting with those further changes recommended by this Committee and supported by the ISO and such further non-substantive changes as the Chair and Vice-Chair approve.

The motion was then voted.  The motion failed with a vote of 57.33% in favor.  The individual Sector votes were Generation (0% in favor, 17.07% opposed, 1 abstention), Transmission (17.07% in favor, 0% opposed), Supplier (8.53% in favor, 8.54% opposed, 4 abstentions), Alternative Resources (14.67% in favor, 0% opposed), Publicly Owned Entity (0% in favor, 0% opposed, 32 abstentions), and End Users (17.07% in favor, 0% opposed, 2 abstentions).

Agenda Item #9: REVIEW OF MARKET DEVELOPMENT INITIATIVES AND FILING REQUIREMENTS FOR 2006

Discussion of this item was deferred to the May Markets Committee meeting.

Agenda Item #10: COMBINED CYCLE MODELING

Dr. DePillis presented this item to the Committee.  During the discussion of this item concern was expressed about the parallel changes in NCPC to provide for forgoing revenues if Resources opt not to provide more flexibility in certain circumstances.  The ISO stated it was continuing these efforts but was uncomfortable with directly linking this change to the NCPC change.  NCPC reform probably will not be ready by the 4th Quarter of 2006 but we hope to bring it forward in the 1st Quarter of 2007.  A Committee member expressed dissatisfaction with allowing this modeling choice to be driven solely by economics and wondered if existing flexible Resources might opt for less flexibility.  A Committee member stated that Local Second Contingency Protection costs in NEMA/Boston is now minimal compared to what it was when this project was undertaken and asked the ISO to come back and tell the Committee what kind of savings this can achieve and quantify how much this will help.

Agenda Item #11: QUARTERLY MARKET SEAMS REPORT

Dr. DePillis presented this item to the Committee.  A Committee member expressed chagrin over the continued delay of project P-24 and pointed out that he had been told this would not require much more work to accomplish.  He expressed amazement that the ISO would rather deal with this issue in a FERC complaint environment.  A Committee member asked for a link to the joint web site mentioned in P-23.  Dr. DePillis stated that the link would be added to the report.

Agenda Item #12: OTHER BUSINESS

A. Remote Intelligence Gateway (RIG) Replacement

Ms. Webber presented this item to the Committee on behalf of PPL.  Ms. Webber and several Committee members expressed concerns about the RIGs and the associated customer service provided for those RIGS.  The ISO pointed out that (from our Customer Service Department logs) 25% of the calls are from one Market Participant.  There have been 20-30 calls in total over the last year.  The ISO would be happy to look into this but would also point out that this and any resultant changes are likely to take time and cost money.  In addition, making this a high priority could interfere with other projects (such as implementation of ASM Phase II).  The ISO requested that all problems with RIGs be reported to the ISO’s Customer Service Department so that the problems are documented and the ISO can try to diagnose the problem.

There was a clear consensus that the Committee wants the ISO to look into this.  Two issues were posed to the ISO:

(1)
Evaluate service being received from the RIG vendor.

(2)
Evaluate different technologies (or other options).

The ISO should be prepared to tell the Markets Committee when it could provide a report by the next Markets Committee meeting.

B. Summer 2006 Forward Reserve Auction Assumptions

Dr. DePillis presented this item to the Committee.  During the discussion of this item the following points were made:

(1)
Several Committee members inquired about the requirements level (generally expressing surprise that it is so low compared to prior years).

(ISO: There has been some confusion between the amounts required, as set forth here, and the amounts cleared to meet the requirement (from reports on the ISO web site).  In addition, these requirements reflect the reduction in Replacement Reserves to zero.)

(2)
A Committee member stated that it is premature to eliminate Replacement Reserve prior to implementing ASM Phase II.  The ISO should not under buy Operating Reserve and then take what it needs for free.

Reduction in Replacement Reserve Requirement

Mr. Taniwha presented this item to the Committee.  Mr. Taniwha outlined the analyses that resulted in the determination to reduce the Replacement Reserve requirement to zero.  The ISO’s past practice has led to an overcommitment resulting in excessive uplift.  The ISO is currently purchasing for a first contingency value of approximately 1400 MW and a second contingency value of approximately 1400 MW, totaling 2800 MW.  Eliminating the Replacement Reserve purchase is probably an action that was overdue and places our markets more in-line with our neighbors.

A Committee member offered an insurance policy analogy stating that since I didn’t go to the hospital last year, I shouldn’t have purchased health insurance?  Mr. Taniwha stated that the point is taken, but you also would not purchase twice the amount of insurance you need either.  The Committee member closed the subject by stating one cannot purchase a minimal amount of property insurance and then increase the insurance coverage after the house is on fire.

NEXT MEETING

The next meeting of the Markets Committee is scheduled to be held on May 9 and 10, 2006 at the Radisson Hotel in Marlborough, MA.

Respectfully submitted,

______/s/____________

Alex W. Kuznecow

Secretary

Markets Committee

(i)
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