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1.0 – Administrative
1.1 – Chair Report
Mr. Wong reported that he has received comments from NESCOE in a memo regarding the 2010/11 3rd Annual Reconfiguration Auction (ARA3) Installed Capacity Requirement (ICR) and asked Mr. Downes to review the comments as part of Agenda Item 2.0.
Mr. Wong noted that the PSPC meeting will have a recess at 11:00 a.m. to join the Eastern Interconnection Planning Collaborative (EIPC) Webinar and then restart at 1:00 p.m.
1.2 – Minutes of Meeting 262 & 264
The Draft for Approval minutes of PSPC Meetings No. 262 and 264 were accepted without comments.
1.3 – Draft 2012/13 ICR Report
Ms. Agustin noted that she had not received any comments on the draft 2012/13 ICR Report and the report was accepted by the PSPC as final.

1.4 – ICR Development Schedule for 2010
Mr. Wong reviewed the schedule for the three ICR calculations that will be needed during 2010.  He noted that the dates are tentative as there has been discussion on combining some of the calculations and filings to streamline the process.
2.0 – 2010/11 3rd ARA LSR & MCL
Mr. Downes reviewed the memo from NESCOE regarding the ICR for the 2010/11 ARA3.  He stated his appreciation that the PSPC allowed NESCOE to provide written comments.  There was considerable discussion at NESCOE on this topic, but they currently do not have a position on what should be the overall value of tie benefits.  NESCOE believes that the concerns of ISO-NE with respect to operational concerns should be given deference, and we believe a criterion should be developed under which their concerns should be considered and by which future decisions would be made.  Mr. Bijoy Chattopadhyay agreed that a value for tie benefits should not be selected without a criterion first being set.

Mr. Wong thought that the NESCOE memo requested economic justification for the 1,860 MW tie benefit value being proposed, but from the PSPC discussion, he now believes that Mr. Downes comments relate to future tie benefit values.  Mr. Downes stated that NESCOE has not taken a position on the numerical values of the 2010 /11 ARA 3 ICR results, but would like a set criteria moving forward in time. He then stated that ISO-NE needs to articulate a standard that allows the PSPC to look at a tie benefit value outside of the current “as is” results.

He then stated that ISO-NE needs to articulate a standard that allows the PSPC to look at a tie benefit value outside of the current “as is” results.

The NH PUC and National Grid both believe that ISO-NE could reliably operate the system with the higher (3,415 MW) tie benefit value.  Mr. Plett supported ISO-NE’s attempts to not use the proposed 3,415 MW tie benefit value but he feels that a tie benefit value of 1,860 MW is too conservative and a middle ground should be chosen.

Mr. Pradip Chattopadhyay wished to know why the ISO was deviating from the existing market rules which call for using the “as is” methodology to calculate tie benefits.  Mr. Wong responded that using the tie benefit results of the “as is” calculation methodology would set a level of ICR deemed too low for system operations.   Mr. Bijoy Chattopadhyay indicated that a tie benefit change from 3,415 MW to 1,860 MW should be justified, noting the NESCOE memo which discusses the ramifications of using the existing 1,860 MW tie benefit values.  Mr. Pradip Chattopadhyay stated that he is not comfortable with deviating from the 3,415 MW tie benefit value calculated using the “as is” methodology.  Mr. Downes stated that part of consideration should be to understand why there are two different methodologies for calculating tie benefits under both FCAs and ARAs, and is worried about market gaming.  The ARA is not supposed to be a “return to ground zero” but to allow for changes in participants’ positions.  Mr. Bergeron stated that he is cautious about changes to existing market rules but he also feels that ISO-NE should also have the ability to identify its needs in order to reliably operate the system.  He knows the region is in an “excess-capacity” situation but it is too late at this juncture to change market rules.  Mr. McKinnon stated that ISO-NE’s current choice for a tie benefit value leaves him “in the cold” in terms of justification and he has a sense that ISO-NE has not given adequate consideration to this market rule change even though he doesn’t support the current rule.  He doesn’t believe that ISO-NE has justified that the 1,860 MW tie benefit value is the maximum amount that could be used to operate the system reliably.  Mr. Wong thanked everyone for their comments, noting that he will bring all comments back to ISO-NE for review.  He stated that ISO-NE is under time constraints to get the ICR approved in time for the associated ARA and that is the reason why more time has been given to future calculations regarding the discussion of “as is” and “at criteria” methodologies.  He indicated that the ICR and associated values for the 3rd ARA of 2010/2011 will be an agenda item for RC action at their October 20, 2009 meeting.

Mr. Errichetti stated that he has questions about several Transmission Security Analysis (TSA) assumptions and asked if Mr. Wong could have someone familiar with the TSA address the PSPC.  Mr. Wong will forward Mr. Errichetti’s request to Ms. Carissa Sedlacek, ISO-NE Manager of Forward Capacity Market (FCM) and Tariff Administration.

2.1 – Proposed LSR and MCL
Ms. Agustin reviewed the proposed Local Sourcing Requirements (LSR) for CT and NEMA/Boston zones and the Maximum Capacity Limit (MCL) for the Maine Zone for the 2010/11 ARA3.  Mr. Wong noted that since more resources than needed are projected to be located within CT and NEMA, these Load Zones will not be modeled as FCM capacity zones.  The PSPC discussed the decrease in the MCL in Maine versus the value calculated for ARA2.  They asked to know what the practical implications are with the decrease.  Mr. Wong promised to investigate. 

Mr. Pradip Chattopadhyay commented that since ISO-NE has bought more capacity than needed in past FCM auctions, he asked if ISO-NE still observes MCL limits.   Mr. Karl responded that ISO-NE will do a separate proration of capacity for payment in Maine.   Mr. Killgoar clarified that resources procured in Maine above MCL, do not receive the FCM clearing price.  Mr. Karl stated that they receive the FCM floor price times ICR.  Ms. Chafetz commented that a resource in Maine could either receive a lower FCM clearing price on all capacity or would take on an FCM clearing price amount for the over-procured capacity above the MCL and then subsequently prorate such capacity. 
Mr. Karl stated that initially the FCM price proration due to MCL did not bind or reduce the quantity of FCM capacity as it approached the FCM clearing price.  A few resources in Maine may be prohibited from removing capacity from the FCM auction because they are needed for system or sub-area reliability.  Mr. Pradip Chattopadhyay doesn’t feel it is correct to pay a resource that is needed for system or sub-area reliability less than other capacity resources within the same region.  Mr. Karl indicated that the FCM Working Group is currently addressing this issue.
3.0 – 2011/2012 2nd ARA ICR
3.1 – Assumptions
This Agenda Item was postponed until the next meeting due to time constraints.
4.0 – Tie Benefits Methodology Discussions
4.1 – LIPA Proposal
Mr. Wong stated that ISO-NE has no additional information to offer to the PSPC regarding the LIPA Proposal.  ISO-NE has demonstrated the LIPA tie benefit proposal can be used to produce a tie benefit for each individual line, spawning different results depending on how the system is brought to criteria.  ISO-NE will address portions of the LIPA proposal during future discussions of tie benefit methodology.
Mr. Plett asked Mr. Wong to review the LIPA proposed methodology and come up with a compromise position for the 2010/11 ARA3 ICR and beyond.
Mr. Downes had problems understanding how the Cross Sound Cable (CSC), a transmission line that exports from New England virtually all the time, could provide import tie benefits to New England.  Mr. Wong responded that during time of capacity need, combined with advanced notice, the CSC could physically schedule flow from New York into Connecticut.  
4.2 – Modeling Additional Control Areas
Mr. Wong noted that ISO-NE has provided study results and presentations over the past several meetings and still has the position to not model additional control areas beyond our neighbors.  The PSPC discussed deliverability of potential tie benefits from far reaching control areas.  Mr. Plett felt this has has been discussed enough and agrees that modeling additional control areas is not a good idea.

4.3 – Modeling Internal Transmission Constraints (ITC)
Mr. Zeng stated that only the “major” internal transmission constraints were evaluated to save on modeling time.  Mr. Killgoar asked if tie benefits are broken down by (sub) region when they are being modeled.  Mr. Zeng responded that there’s not enough time to perform such detailed analysis.  Mr. Killgoar subsequently requested that ISO-NE perform modeling of additional internal transmission constraints.  Mr. Wong noted the PSPC request by Mr. Kaslow to model at least one additional internal transmission constraints, but will wait to discuss this when Mr. Kaslow is present.  Mr. McKinnon stated that by not modeling internal transmission constraints within the “as is” tie benefits methodology makes the results somewhat suspect.

Mr. McKinnon commented that at a recent Planning Advisory Committee (PAC) meeting, during a discussion of the new Plattsburg tie line, the major transmission interface included “Total East” including sub-area D, but Mr. Zeng’s tie benefit analysis is not modeled that same way.  Mr. Zeng noted there are several topology definitions for modeling Central East, Total East, and Total East Plus, depending on which interface you are talking about.  Mr. McKinnon thought Total East was not a problem and wished to know why Central East is not modeled.  Mr. Zeng responded that because ISO-NE does not model PJM, ISO-NE does not know Total East transfer limits.  Mr. Coste added that this specific transmission interface limit is driven by a loss of source issue.  Mr. Coste agreed to investigate the Total East constraints issue.
The PSPC then has a discussion of how to bring the system to criteria with modeling internal transmission constraints. Mr. Wong indicated that there are many ways to bring the system to criteria and the method will give different results.  ISO-NE’s current methodology is to address the issue of internal transmission constraints by modeling LSR and MCL.  ISO-NE could also model internal transmission constraints in other control areas, but is trying to convey the message that the assumptions drive the results.  Mr. Killgoar stated that when ISO-NE no longer has surplus capacity within the pool, and is only purchasing the exact amount of ICR, relying on large amount of tie benefits from external control areas may jeopardize system reliability.  His concern is that if ISO-NE does not model transmission constraints, ISO-NE may be relying on tie benefits within the modeling realm, but cannot obtain such benefits in real-time when they are truly needed.  Mr. Wong stated that ISO-NE is in favor of modeling internal transmission constraints and the key is to identify which constraints have the most physical impact. Mr. Pradip Chattopadhyay asked how the New York ISO brings their system to LOLE criteria within their reliability studies.  Mr. Coste responded that New York uses LOLE combined with the “Tan 45” approach.  He added that with the “Tan 45” approach, more capacity is needed in upstate New York because of constraints in New York zones J & K, therefore New York can provide more tie benefits to New England when New York internal transmission constraints are modeled.
Mr. Wong stated that if ISO-NE agrees that internal transmission constraints need to be modeled, ISO-NE will then need PSPC agreement on how to bring system to criteria.    Mr. Downes proposed one new analysis, in addition to LIPA method, which could yield results to confirm the LIPA results.
Mr. Coste stated that New York does not build new transmission to serve New England, so there are lingering issues with respect to physical versus modeling deliverability.  Mr. McKinnon clarified that although there is an obligation for New York to assist New England in real time, if requested, there is no obligation for New York to plan its system around assisting New England.
4.4 – Using “At Criteria” or “As Is” Conditions for Calculating Tie Benefits for FCA and ARA
Mr. Wong asked the PSPC for additional comments on any other outstanding FCM and ARA issues.  Mr. Errichetti felt a compromise position could be made in regards to tie benefits because Load Serving Entities won’t shed their service obligation for the small amount of money involved even with a lower ICR.  Mr. McKinnon felt that ISO-NE needs to quantify the financial value at which it feels significant modeling changes should occur.  The PSPC stated that ISO-NE needs a technical basis in order to justify the presumed or forecast real-time problems that may result from using the “as is” tie benefits calculation.  Mr. McKinnon agrees there is not time for the 2010/11 ARA3 but believes technical justification is still necessary for future FCM and ARAs.  Mr. Downes noted if both the “at criteria” and “as is” tie benefit modeling methodologies had the similar results, there would be no PSPC discussions on this point.
Mr. Bijoy Chattopadhyay questioned how there could be a vote at the RC on October 20, 2009 without input from NPCC.  Mr. Wong responded that, at this point in time, he expects to proceed on this issue without NPCC input.

Mr. McKinnon doesn’t believe the NPCC will take an immediate position on ISO-NE’s request, based on the Canadian Provinces having historically operated with single digit reserves margins for several years.  Mr. Wong responded that the Quebec system has a 6.5% reserve margin, but that is calculated without using tie benefits or Emergency Operating Procedures (EOPs). 
4.5 – ISO Position
Mr. Wong stated that he has no ISO position to present at this meeting.  He did state his opinion that the ISO will agree to model internal transmission constraints provided the PSPC can agree on a methodology to bring the system to criterion.  The ISO does not want to model additional control areas and would like to put an administrative limit on tie benefits.
He added that while he is not against assigning tie benefits to individual lines, there remains a problem of what method to use.  Mr. Rotger clarified that Mr. Wong was saying that while the approach is not decided, the ISO has agreed to do it.

Mr. Bijoy Chattopadhyay questioned when alternate tie benefits proposals are due.  Mr. Wong suggested a couple of days before the meeting so it can be added to the November 5th meeting agenda.
5.0 – Next Meeting

The next meeting of the PSPC is scheduled for 9:30 am, November 5, 2009 at the MassMutual Center in Springfield, MA.
Respectfully Submitted,

Maria Agustin
Secretary, NEPOOL Power Supply Planning Committee
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