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1.0 Joint Meeting Chairman’s Introductions
Mr. Gates thanked the attendees of the Reliability Committee (RC) and Markets Committee (MC) for meeting together and began introductions.  He provided a brief overview of the agenda for the day noting that voting on amendments to the Installed Capacity Working Group’s (ICWG) Design Basis Document (DBD) would continue in the same format that was used at the August 24, 2006 joint meeting. 
2.0 Installed Capacity Requirements – Design Basis Document

Review of the DBD proceeded with the following amendments and motions addressed and voted on as appropriate.  The Committee began the day with the amendments and motions that were distributed for the August 24, 2006 Joint RC/MC meeting.
The following motion was moved and seconded by the Reliability Committee:  

RESOLVED, that the Reliability Committee recommends that the Participants Committee support inclusion of the following factor in Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006:

I.3.9 approval, if required, has been obtained or is on schedule to be obtained as shown on the critical path schedule.
Before voting on this motion, the Chair opened the floor to discussion and allowed attendees to voice the support for or against this additional language.  After the comment period was over, this motion passed by show of hands.

Mr. Goldschmidt introduced the motion, Action # 9 and the Chair opened to the floor to discussion on this item.  After discussions, the following motion was moved and seconded by the Reliability Committee:
RESOLVED, that the Reliability Committee recommends that the Participants Committee support inclusion of the clause “most of the” in the following statement in Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006, and without regard to the outcome of the vote on the bracketed and underlined language:

Easements, if required, have been obtained and/or [most of the] needed Land Purchases, if required, have been made.

This motion failed with a vote of 49.6% in favor.

After voting on Action # 9, the following motion was moved and seconded by the Reliability Committee:
RESOLVED, that the Reliability Committee recommends that the Participants Committee support inclusion of the words “firm” and “with significant penalty clauses” as indicated below in the following statement in Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006:

Signed contracts for procurement and construction are in place, including firm commitments with significant penalty clauses for procurement of major equipment.

This motion failed with a vote of 36.31% in favor.
The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support the version of the following provisions of Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006 which includes the bracketed text:

· Significant permits, including local permits, have been obtained, if required to initiate construction [and are on schedule consistent with the critical path schedule.]

· Easements, if required, have been obtained and/or needed Land Purchases, if required, have been made [and are on schedule consistent with the critical path schedule]. 

· Signed contracts for procurement and construction are in place, including commitments for procurement of major equipment [are on schedule consistent with the critical path schedule].
During the discussion portion, it was clarified that this amendment includes the phrase “and are on schedule consistent with the critical path schedule” which is without regard to the previous votes taken place on this section of Appendix V of the DBD.  After discussion, motion failed with a vote of 64.40% in favor.  
Mr. Tatro introduced the proposed motion to amend the DBD which was designated as RC Action # 30.  He explained that this was proposed, in his opinion, whereby the original language did not allow the ISO to have the proper information needed to decide if a project should be included in the Forward Capacity Auction model.  He continued to clarify that the text as written in the motion would replace the proposed milestone on signed contracts.  
The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support the changes indicated below to the following statement in Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006:
Any contracts required to procure or construct a project are in place consistent with the critical path schedule.  The ISO’s analysis may also take into account whether such contracts contain incentive and/or penalty clauses to encourage third parties to advance the delivery of material services to conform with the critical path schedule.
This motion failed with a vote of 64.1% in favor.
After the above motions were considered, it was then moved and seconded by the Reliability Committee to support the following motion to amend.
RESOLVED, that the Reliability Committee recommends that the Participants Committee support amending Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006 and amended at the meeting on August 30, 2006, as follows:  

· Significant permits, including local permits, if required to initiate construction have been obtained or are on schedule consistent with the critical path schedule.

· Easements, if required, have been obtained or are on schedule consistent with the critical path schedule.  Needed Land Purchases, if required, have been made or are on schedule consistent with the critical path schedule.

· Signed contracts for procurement and construction including commitments for procurement of major equipment are in place or are on schedule consistent with the critical path schedule.

This motion failed with a vote of 51.0% in favor.
It was then moved and seconded by the Reliability Committee to vote to support the following motion:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support inclusion of the following factor in Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006:

There is a corporate or officer certification that the proponent is committed to construct the project as proposed.

This motion passed with a vote of 87.25% in favor.  

Discussion ensued on the role that the ISO would have in choosing the transmission projects to include in the transmission model.  It was commented that the ISO believed that commitment of a company to build a project will be important when going through the exercise of choosing the appropriate projects to include and there was no intention for the ISO to include projects without sufficient information.

It was then moved and seconded by the Reliability Committee to vote to support the following motion:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support the following changes to Appendix V (Evaluation Criteria) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006 – delete the factor that is worded:

There is a corporate or officer certification that the proponent is committed to construct the project as proposed. 

and replace it with:

Upon request of ISO-NE, the proponent shall transmit the available materials current at that time for the ISO to make its determination and state that the proponent is committed to construct the project. The proponent’s commitment to construct the associated new transmission facilities shall be in accordance with the terms of the Transmission Operating Agreement.

This motion failed by show of hands with only the represented Transmission members voting in favor.  

In order to accommodate time constraints of the representatives of the New England Conference of Public Utility Commissioners (NECPUC), the Committee was asked to review and consider motions offered by NECPUC before reviewing additional amendments.  The Committee agreed and continued on with the voting process.

A representative from NECPUC offered minor editorial language to Part I.4.A (ICR Governance Issues) which was intended to clarify that the outcome of the litigation pending at the FERC in Docket No. 05-1411 could impact this section.  No Committee members expressed objection and the changes were made to the DBD by consensus agreement. 
Representatives of NECPUC offered additional language in Part II.6.A (Fuel Supply/Diversity) that reads “If in the future, changes to address these issues are proposed, they will only be implemented with the approval of the respective states.”  It was clarified that this language was intended to give the states the authority to approve any additional criteria regarding fuel supply/mix of New England generating resources.  After continued discussion, this proposal was withdrawn.

A representative from NECPUC offered an amendment to Part II.7.A (Locational Issues/Transmission Limits) which was then moved and seconded by the Reliability Committee.
RESOLVED, that the Reliability Committee recommends that the Participants Committee support changing the text of Part II.7 of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Committee prior to its meeting on August 24, 2006, to read as indicated below:

The ICR methodology will seek to address the local adequacy of resources selected in the FCA through Local Sourcing Requirements.  Local deliverability issues for resources that participate in the FCA are expected to be addressed through interconnection evaluation of specific resources during the qualification process and the auction implementation.

This motion passed with a vote of 70.4% in favor.
A representative from NECPUC proposed that the language with respect to including appeals by governors in ICR calculations (Part II.11.H) was already implied in the language in Part II.11.G and therefore should be stricken.  The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support amending the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Committee prior to its meeting on August 24, 2006, to eliminate Part II.H which provides as follows:  

Appeals by Governors will not be included in the calculation of ICR described in this DBD absent written agreement by the Governor of each New England state, and subject to review by the ISO and the ICWG.

The motion passed by show of hands with representatives from Mirant, NRG, PSEG, and MMWEC abstaining.
Representatives of NECPUC then discussed Appendix I – Local Sourcing Requirements in the Forward Capacity Market and suggested including text in the second paragraph that reads, “This pre-determination of Capacity Zones utilized for import constrained zones, where they may exist, does not apply to export constrained zones, because where they may exist, export constrained zones are modeled in the FCA.”  It was noted that this language is being proposed for consistency with the FCM Settlement Agreement that states that export constrained zones are modeled in the Forward Capacity Auction (FCA).  ISO-NE agreed that this was a non-material change and, after some clarification of the meaning of this edit, the Committee agreed to make this change to the DBD by consensus.
Further discussion ensued on the inclusion of an amendment provided by NECPUC with regards to the calculation of the maximum amount of resources allowed in export constrained zones.  It was noted that the ISO could not support the suggested changes as it was felt that the edits change the intent of the original language.  NECPUC members noted that they did not want to change the intent and agreed to discuss this edit offline and submit any changes in advance of the September 8, 2006 Participants Committee (PC) meeting.
After NECPUC was finished with the proposed amendments, the Chairs referred the Committee to the material distributed prior to the meeting and asked that the amendments be presented and voted on appropriately.  
The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support a version of Part II.5.B of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006, and as amended on August 24, 2006, as follows:  

DCH ratings will be determined based on the outcome of the Market Rule drafting process for the FCM. DCH ratings will be set at a level so as not to necessitate an adjustment to ICR.

It was noted that this amendment was intended to remove existing language that was believed to be contradictory to the last sentence in the paragraph.  The motion failed by show of hands.
Before moving forward in the document, a representative from Lake Road Generating (LRG) noted that the proposed motion to amend Part II.7.C.(i) was to be withdrawn however, it was indicated that LRG believes that it is critical to avoid significant downward bias in the Local Sourcing Requirements (LSR), in any individual year.  If this is not assured, the opportunity to assure contestability in the FCA process would be under-utilized and the supply of incremental capacity needs may be limited to only existing capacity, or new capacity that can be provided on a short lead time.
Mr. Duffy introduced the amendment for Part II.11.B.(iv) on Intermittent Resources.  He explained that the proposed change was not intended as a substantive change but to give proponents of method A (one proposed alternative to determining compensation for Intermittent Resources) the opportunity to dispute the Method choice without prejudice to what is in the DBD.  
The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support the following changes to the language of Part II.11.B(iv) of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006, and as amended at the August 24, 2006 and August 30, 2006 meeting:

For an Intermittent Resource (IR), the Summer Period value will be based on the IR resource’s median interconnected hourly generation during Summer Period reliability hours over some number of previous 4 month summer periods (June-September).  The Winter Period value will be based on the IR resource’s median interconnected hourly generation during Winter Period reliability hours over some number of previous 8 month winter periods (October- May).  Winter and Summer Period valuations will be determined using the results of studies underway, subject to stakeholder review and subject to consultation with the state utility regulatory agencies, that are designed to determine the best possible estimate of generation from each type of IR during the relevant hours and years of system peak load.  In addition, reliability hours will include hours when the ISO has declared a Shortage Event beginning with the first FCM Commitment Period.  However, there will be no double counting of hours in Shortage Events in the median calculation. That is, any particular hour would only be included once in any median calculation.  The manner in which IRs are to be reflected in the annual FCA primary auction and be used in the calculation of ICR will be determined pursuant to the Guidelines for the Draft Market Rules for Intermittent Resources attached as Appendix IV;
and to make the following corresponding changes to Section A of Appendix IV:

Intermittent Resources will have monthly Qualified Capacity (MW) reflecting two separate seasonal values.    For an Intermittent Resource (IR), the Summer Period value will be based on   the IR resource’s median   interconnected hourly generation during Summer Period reliability hours over some number of previous 4 month summer periods (June-September).  The Winter Period value will be based on the IR resource’s median interconnected hourly generation during Winter Period reliability hours over some number of previous 8 month winter periods (October- May).  Both valuations will use the results of studies underway, subject to stakeholder review, that are designed to determine the best possible estimate of generation from each type of IR resource during the relevant hours and years of system peak load.  In addition, reliability hours will include hours when the ISO has declared a Shortage Event beginning with the first FCM Commitment Period.  However, there will be no double counting of hours in Shortage Events in the median calculation. That is, any particular hour would only be included once in any median calculation.   Under both Methods A and C discussed below, the Summer Period value would be placed into the annual FCA and used in the calculation of ICR.  The acceptability of such treatment to certain supporters of Method A was expressly contingent, however, upon adoption of compensation per Method A, and they may pursue alternatives to such treatment, without prejudice, if compensation per Method A is not selected.  The Intermittent Resource (“IR”) Working Group has suggested two distinct methods that could be used compensate IRs but could not reach consensus.  These two alternatives are labeled Method A and Method C. Further details regarding these methods are available on the Intermittent Resource Working Group website. (see http://www.iso-ne.com/committees/comm_wkgrps/othr/iwg/mtrls/index.html )  The disagreement between the two compensation methods is the amount of monthly Qualified Capacity (MW) paid the FCA clearing price during the relevant Commitment Period.  Absent stakeholder consensus the ISO will select one of the two methods to include in the draft market rules, upon completion of the analytical studies.

The motion passed with a vote of 82.4% in favor.

The Committee continued to discuss the amendment proposed for Part II.11.F – Energy Efficiency and Demand Response Resources.  It was noted that two alternative sections have been proposed however if the first alternative labeled Action #19a is approved, the second alternative (Action # 19b) will be withdrawn.  Mr. Brennan continued to introduce the first proposed amendment.  In his review, he noted that the change was made to capture the intent of the original language while making the entire section more generic as there were still outstanding issues to discuss related to Other Demand Resources.  He noted his opinion that the original language could be too specific and limit discussions that are still ongoing.
The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support changing the title to Part II.11.F of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006, to read “Other Demand Resources” and support the following as the text of that section:

Qualified Capacity or reductions from Other Demand Resources, whether realized or expected, will be accounted for appropriately in historical data and load forecasts, taking account of the actual and expected participation of such resources in past, current, and future FCM auctions to ensure the proper resultant ICR.
This motion failed with a vote of 38.9% in favor.

Mr. Hurley than provided a brief overview of the second proposed language for Part II.11.F.  He noted that the intent of the original proposal was in line with the discussions of the Demand Response Working Group however he felt the proposed verbiage was confusing.  Following some brief discussion to clarify the proposal, the following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support changing the title to Part II.11.F of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006, to read “Other Demand Resources” and support the following as the text of the bullets of that section:

i. Expected reductions from installed or forecast ODR not qualifying for or not participating in the FCM should be reflected as a reduction in the load forecast and the resultant ICR.

ii. Expected reductions from installed or forecast ODR that qualifies to participate in the FCM, participates but does not clear in the FCM, or has cleared in a previous FCM and is expected to continue in the FCM should not be reflected as a reduction in the load forecast and the resultant ICR.

iii. Any realized ODR reductions in the historical period that received or are expected to receive FCM payments should be added back into the historical loads to ensure that they are not reflected as a reduction in the load forecast and resultant ICR.

The motion passed by show of hands.

Mr. Gordon reviewed the proposed amendment labeled as Action # 24 with the Committee. He explained that the proposal was to change the LOLE index threshold to calculate Local Sourcing Requirements from 0.105 to 0.100 days per year.  The ISO noted that they were comfortable with the original proposed methodology and that changing the index would slightly increase the LSR results.  In addition, it was noted that the use of the 0.005 days per year allowance in the LSR calculation was consistent with the allowance included in the methodology proposed under the original LICAP proposal.
The following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support changing the language of the section entitled “Determination of the Local Sourcing Requirements” in Appendix I of the proposal for establishment of Installed Capacity Requirements reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Markets Committee prior to its meeting on August 24, 2006, as indicated:   

1. For Capacity Zone Z, defined by the import constraint Y, add firm load within Capacity Zone Z until the LOLE of the New England Control Area reaches 0.100 days/year. As firm load is added into Capacity Zone Z, an equal and offsetting amount must be simultaneously removed from the “rest of New England”;

2. The firm load added within Capacity Zone Z to reach the 0.100 days/year LOLE is considered the “firm load adjustment ”;

and further to delete the footnote in Paragraph 1 that read as follows:  

A maximum LOLE of 0.105 days per year is acceptable, which includes an allowance for transmission related Loss of Load Expectation of 0.005 days per year associated with each interface.

The motion failed by show of hands.
Following the motions to amend the DBD presented to the Reliability Committee, the following motion was moved and seconded by the Reliability Committee:

RESOLVED, that the Reliability Committee recommends that the Participants Committee support establishment of Installed Capacity Requirement as follows:  Replace those portions of the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006 and August 30, 2006, and as amended on those dates, that deal with the calculation of overall system ICR, with the following:

The Installed Capacity Requirement (ICR) be established at a value, in Megawatts, equal to 115 percent of the 50/50 Forecasted Peak load for any given Power Year, provided that ISO-NE (or its successor) will review this methodology every three years to ensure compliance with the relevant rules, standards or criteria of the Northeast Power Coordinating Council (NPCC) and North American Electric Reliability Council (NERC), or their successor organizations.

Discussion ensued on the proposed motion.  Some members questioned how the LSR would be calculated under this motion and it was noted that those details have not yet been worked out.  It was further clarified that this proposal was only intended to replace the portions of the DBD that relate to the calculation of the ICR.

The motion failed by show of hands.

The final motion to approve the entire DBD, as modified per the accepted amendments, was moved and seconded by the Reliability Commitee.
RESOLVED, that the Reliability Committee recommends that the Participants Committee support the proposal for establishment of Installed Capacity Requirement reflected in the design basis document developed by the Installed Capacity Working Group dated August 10, 2006 and circulated to the Reliability Committee prior to its meeting on August 24, 2006 which was concluded on August 30, 2006, as amended at that meeting.

At this time, members of the Committee expressed their support for and against the entire document.  Some members noted that they could not support the document due to the outcome of the votes taken on tie reliability benefits, treatment of imports, Intermittent Resources, and transmission in-service dates.
The motion failed with a vote of 56.7% in favor.

The Committee Chairs thanked all the attendees for their hard work and dedication to the development of the DBD and adjourned the meeting.
Respectfully submitted,

Scott Hodgdon, Assistant Secretary
Reliability Committee
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