
VAR Cost Allocation Working Group (“VCAWG”): 5/23/07 Teleconference
(
Attendees were: Sandi Hennequin (Constellation, Co-Chair), Bob Keating (MDPU, Co-Chair), Chuck Ide (ISO-NE, Co-Chair), Eric Runge (NEPOOL Counsel) Jim Douglass (ISO-NE Counsel), Roseann Pelletier (MDPU), Shashi Parekh (MDPU),  John Keene (MDPU), Rose Pysh (UI), Lisa Fink (MPUC), Mike Swider (NSTAR), Ziad Fleyhan (TransCanada), Henri Daher (NGRID), Cal Bowie (NU), Hans Mertens (VTDPS), Sharon Webber (PPL Energy Plus), Shannon Haan (ISO-NE), Marc Guerrette (CMP), Cheryl Ruell (ISO-NE), Bruce McKinnon (MMWEC), Tim Brennan (NGRID); Bill Kilgoar (LIPA); Eric Stinneford (CMP); Paul Krawczyk (NSTAR)  

(
Co-chairs of the VCAWG will be Chuck Ide, Bob Keating and Sandi Hennequin.  Information regarding the VCAWG has been published to NEPOOL, NECPUC, and to people who had attended meetings of the cost allocation working group for Local Second Contingency Protection Resources.  Materials and agenda for the VCAWG are and will be posted on the ISO website under “Other Committees”.
(
The draft charge of the VCAWG, as posted prior to the meeting, was reviewed. The Chair corrected the terminology of the terms used in Section 2 “Objective”  to match the current terminology.  The “PC” and “SCL” terms are now referred to as “CEP” (for Cost of Energy Produced) and “CEC” (for Cost of Energy Consumed) in Schedule 2 of the ISO OATT. The VCAWG confirmed that the objective was to look at cost allocation for the non-CC rate elements of Schedule 2 and not to look at allocation of CC Rate costs.  There were no other changes to the draft charge of the group.
(
There was a question as to whether there would be any impact on Peak Energy Rents by a change in cost allocation.  ISO will look into the question and respond.

(
The group noted the existence of a FERC complaint proceeding (Docket No. EL07-38-000) brought by MPUC against ISO-NE pertaining in part to the subject of VAR cost allocation.  That proceeding has been held in abeyance pursuant to the agreement of ISO-NE and MPUC. The work of the VCAWG is not a formal settlement activity related to that docket but could obviate the need to resolve the cost allocation issue in a complaint proceeding.  The MPUC complaint and the NEPOOL intervention and comments will be posted with the materials for this group.
(
The group discussed how recommendations would be determined.  The group will not conduct formal votes but will attempt to establish consensus and majority/minority positions.  The chairs working with counsel will do their best to send forth to the Transmission Committee and Participants Committee useful information about the level of support for the various alternatives discussed.
(
The group discussed the proposed meeting dates and schedule for completing work.  The proposed June 28th meeting date would conflict with a FERC technical conference on Order No. 890 compliance and will be changed, with a new date to be announced.  Also, the August 22nd meeting date might be a problem for several people who will attend the joint RC/TC summer meeting.  Mr. Ide will look into whether this meeting date will be changed.  The proposed schedule would have recommendations sent to the Transmission Committee in September.  [Note from NEPOOL Counsel: to the extent that the recommendations would modify any existing provision of the ISO Tariff, the TC would then need to direct that those recommendations, and possibly any alternatives, be drafted into Tariff language for review and vote by the Transmission Committee.  This process would require at least two meeting of the Transmission Committee. Only after this process has occurred would any proposed Tariff amendments go to the Participants Committee for vote.]
(
There was a discussion of background materials that might be useful to provide for the group on the ISO website: materials mentioned included the VAR Working Group Report (dated April 20, 2006), the MPUC complaint and the NEPOOL intervention and comments regarding VAR cost allocation, the IMMU market assessments from 2004 through the present, the NEPOOL votes on Sch. 2 Amendments and accompanying materials, draft cost allocation “principles” from earlier efforts this year the cost allocation working group initiated by the ISO and the Participants Committee, a document produced by the VAR Working Group that outlines some of the history of the Schedule 2 rate development, a FERC Staff white paper on reactive power that has a discussion of VAR cost allocation in it, and relevant materials from the ISO/NEPOOL effort to develop a comprehensive transmission cost allocation system.  These materials will be provided by way of helpful reference and are not intended to predetermine the outcome of the VCAWG’s efforts.
(
There was a discussion of what the standard would for evaluating cost allocation alternatives to the existing approved method.  For purposes of the working group all will be treated on the same footing, including existing method, recognizing, however, that the existing cost allocation method has been approved as just and reasonable and is in the Tariff until such time as it is changed.

(
The ISO will try to provide as much useful information as possible to the group regarding the need for and costs of VAR support within the confines of the Information Policy requirements.  
(
The next meeting of the group will be focused on providing the technical and Tariff background for VARs and their related costs in New England.  Straw proposals for VAR cost allocation will be due by the end of June.  The ISO does not plan to submit a cost allocation proposal to the VCAWG.
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