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FINAL 

A meeting of the NEPOOL Participants Committee was held beginning at 10:00 a.m. on 

Friday, March 7, 2014 at The Colonnade Hotel, Boston, MA pursuant to notice duly given.  A 

quorum determined in accordance with the Second Restated NEPOOL Agreement was present 

and acting throughout the meeting.  Attachment 1 identifies the members, alternates and 

temporary alternates attending the meeting. 

 Mr. Joel Gordon, Chairman, presided and Mr. David Doot, Secretary, recorded.  Mr. 

Gordon welcomed the members, alternates and guests who were present.   

APPROVAL OF FEBRUARY 7, 2014 MEETING MINUTES 

Mr. Gordon referred the Committee to the preliminary minutes of the February 7, 2014 

teleconference meeting that were circulated and posted with the additional materials on March 5, 

2014.  Following motion duly made and seconded, the preliminary minutes of the February 7, 

2014 meeting were unanimously approved. 

CONSENT AGENDA  

Mr. Gordon referred the Committee to the Consent Agenda that was circulated in 

advance of the meeting.  Following motion duly made and seconded, the Consent Agenda, with 

Item No. 1 (Regulation Market – Improved Resource Modeling and AGC Dispatch Coordination 

revisions to Market Rule 1) removed for discussion later in the meeting, was unanimously 

approved without discussion or comment.  

NESCOE REPORT ON GOVERNORS’ INFRASTRUCTURE INITIATIVE 

Mr. Jason Marshall, Senior Counsel, New England States Committee on Electricity 

(NESCOE), referred the Committee to a presentation entitled Regional Energy Infrastructure 

Initiative:  Status Update & Input Opportunity, which was circulated and posted in advance of 
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the meeting.  He expressed appreciation for the high level of interest in the initiative and 

explained that there would be numerous additional opportunities to provide comments and ask 

questions as the initiative proceeded through the NEPOOL process.  Mr. Marshall said that the 

region was facing immediate and acute challenges resulting from gas pipeline constraints and 

was at risk due to these constraints.  The ISO had noted these challenges since 2010, which had 

been echoed in the Phase III Study by NESCOE’s consultant, Black & Veatch.  He opined that 

the planned retirements of New England’s non-gas fired resources would increase those 

challenges.  He stated that New England’s economic competitiveness was at risk and the price 

disparity between the New England region and others was material, with 2013 prices twice as 

high as those in Pennsylvania, and over three times as high as those in New York.  He reported 

that New England had the nation’s highest natural gas prices and, with electricity prices 

following gas prices, the impact on the power sector and electric consumers was substantial. 

Providing further background, Mr. Marshall reported that the New England U.S. Senate 

Delegation expressed concern in December 2013 about New England’s infrastructure limits and 

the resulting impacts on residences and businesses.  He noted similar observations made by 

Department of Energy (DOE) Secretary Ernest Moniz.  He said there was a cost to inaction, and 

suggested the region should move quickly to address these issues.   

He proceeded to explain that the New England Governors had responded with unanimity 

and leadership in this area, and planned to address these challenges with a Regional Energy 

Infrastructure Initiative (Governors’ Initiative).  Mr. Marshall referred to NESCOE’s letter to the 

ISO requesting assistance and support to increase natural gas supply and use of no and/or low 

carbon emissions resources.  

He reviewed the gas pipeline proposal, which included: 

 ISO-NE Tariff modifications to provide funding for pipeline capacity payments 
and fees for a capacity manager.   
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 Precedent agreement(s) with one or more pipelines. 

 The ISO functioning as billing/collection agent.   

 Insertion of a capacity manager that would take title to new capacity.   

 Consideration of two tracks for capacity use:  

1. Release into the market on nondiscriminatory basis at the market price; or  

2. Provide some priority usage to gas-fired generators. 
 

Members asked questions and commented on the report.  A member asked if NESCOE 

had considered whether the pipelines might serve as capacity manager(s) charging back a net 

rate, which would be the cost minus revenues for remarketing that capacity.  Mr. Marshall 

responded that the States were exploring that option as well as a number of others.  On cost 

allocation, Mr. Marshall stated the States’ letter to the ISO identified preliminarily recovery on 

the same basis as Regional Network Service (RNS), and the States continued to discuss this 

issue, among other issues, given the potential for allocations based on input received from 

NEPOOL and consideration of other options.  When considering allocation, a member urged full 

consideration of cost causation, including the recovery of fuel commodities in the energy and 

capacity markets. 

Some members highlighted the need to address the reliability and cost impacts of the 

current challenges and the creativity of the Governors’ proposal.  Several members commended 

the States for stepping forward to identify possible solutions and encouraged the ISO to be active 

in providing support and assistance.  Some observed that it was critical to determine as soon as 

possible (1) whose balance sheet would support new investment, and (2) who would have the 

ownership rights to the pipeline capacity.  A member suggested it might be better to have a 

separate tariff, like a gas transportation tariff, for this type of cost recovery, rather than 

establishing recovery under a transmission tariff.  It was suggested that the capacity manager 

may need to have a strong balance sheet to support the new pipeline investment.  Mr. Marshall 
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responded that a FERC-regulated tariff might soften the typical counter-party requirements.  It 

was suggested that the regulators explore this view with the pipelines.  

A member asked if the States had discussed the proposal with the FERC, given the novel 

proposal to recover gas pipeline costs through an electric tariff.  Questions were raised as to why 

the previous successful means of supporting new natural gas transportation capacity would not 

work in these circumstances.  Mr. Marshall responded that the States had had preliminary 

discussions with the FERC and the reaction was on of interest and questions.  He added that the 

States viewed the Governors’ proposal as a regional solution to a regional challenge, and he 

acknowledged there might be other ways to achieve the same result.  

A member expressed an immediate concern with potential plant retirements over the next 

several years, and asked whether the States might postpone or influence decision makers to 

postpone the retirements.  Mr. Marshall stated fuel diversity was an important consideration for 

the States and the second core component of the Initiative, to increase low and/or no carbon 

emission resources into the region, addressed that in some respects, but he committed to take that 

question back for consideration by State representatives. 

Noting Secretary Moniz’s suggestion that all options be considered, a member urged 

consideration of liquefied natural gas (LNG) from east of the constraints as a first, rather than a 

last, resort.  He urged the States to minimize interference in the markets, noting existing pipeline 

capacity expansion proposals exceeding the States’ stated goal.  Mr. Marshall responded that the 

States were aware of the ongoing market activity to expand gas transportation and credited 

discussion in the Gas-Electric Focus Group efforts as helpful to that awareness.  He reported that 

a number of the gas expansion projects were still in their open season, so it was not clear how 

much new capacity would be subscribed or if the ultimate projects would be sufficient to meet 

the States goals.  In response, a member urged that, consistent with the FERC order on the 
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2013/14 Winter Reliability Program, out-of-market solutions be minimized, with charges for fuel 

transportation addressed in market mechanisms, and not through what would amount to separate 

uplift.  

A member asked if there would be consideration of the competitive response in the 

electric market and whether the States appreciated the impact removing basis differential with 

Pennsylvania gas could have on States’ stated desire for fuel diversity.  Mr. Marshall responded 

that the States considered their proposal to be a one-time response to a pressing need and were 

otherwise interested in a market-based solution going forward.  Further, he acknowledged that 

the States’ proposal was unprecedented and that there may be ways to put some bounds around 

the program.   

In support of the Governors’ proposal, a member commented that New England needed 

firm transportation contracts to get additional pipeline capacity built but said it was undesirable 

to force generators into firm, long-term transportation contracts.  She call for a creative rate 

design for pipeline transportation rates more tailored to how gas utilization by New England 

generators.  She suggested that the proposed capacity manager be tasked with maximizing the 

value of the new pipeline capacity in a way that could not be done under a traditional firm 

pipeline tariff, e.g., a firm transportation rate for generators for December, January and February, 

which would likely be more than what they might pay on a non-firm rate basis, but would be less 

than a 20-year fixed transportation contract rate. 

A Supplier Sector member expressed concern with the proposed government market 

intervention.  He then asked if the States had (1) considered creating a natural gas ISO, or (2) 

evaluated the total magnitude of costs on a dollar per megawatthour basis to customers.  Mr. 

Marshall responded that there had been no discussion of creating a natural gas ISO, and while 
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there had been high level cost-benefit analysis, given the number of details yet to be determined, 

there had not yet been a more detailed cost analysis.  

 Mr. Marshall then reviewed the following elements of the transmission/generation piece 

of the proposal:   

 The New England States would seek proposals for transmission and low and/or no 
carbon emission generation resources.  The proposals would be issued for 
transmission on behalf of the six states and for generation on behalf of some states. 
 

 With the expectation that for any of the selected transmission project benefits would 
outweigh costs, costs of the transmission projects would be shared by the six states 
through the ISO Tariff. 
 

 Costs of associated generation projects would be borne by states that have authority 
to procure, and elect to invest in, such generation. 
 

 Some states already had authority to procure generation; while others were seeking 
such authority. 

 

A member asked whether NESCOE believed any changes were needed to the current 

Tariff and why the proposal did not represent a public policy requirement under Order 1000.  Mr. 

Marshall responded that the States were unable, under the Tariff, to share in the costs of such a 

project.  He noted that NESCOE might be interested in working with the Transmission Owners 

(as the entities with Section 205 rights), the ISO, and NEPOOL in developing necessary Tariff 

revisions to alow for that csharing.  He added that Order 1000 changes were currently pending 

before the FERC.  The States were interested in reaching an understanding on cost allocation for 

transmission upgrade potentially as early as 2014, and Order 1000 changes would not be 

implemented until 2015.  He added that the FERC’s May order on Order 1000 contemplated the 

possibility for the States to take an alternative approach outside of the Order 1000 construct for 

these types of projects.   
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A member commented on the Massachusetts legislative efforts to procure 18.9 million 

megawatthours of new renewable energy through 20-25 year contracts.  He explained those 

efforts could cost between $30-37 billion, which the utilities would be required to put on their 

balance sheets.  He questioned the wisdom of such long-term commitments.  In response to a 

question concerning the impact of new renewable purchases on winter reliability, Mr. Marshall 

suggested that some believed this transmission proposal may improve winter reliability by 

providing greater fuel diversity pursuant to State mandates. 

Mr. Marshall reviewed next steps regarding the Governors’ proposal, explaining that the 

States would continue to pursue stakeholder dialogue concerning proposal details.  

The Conservation Law Foundation (CLF) representative then presented proposed 

remarks that were circulated and posted with the meeting materials during the meeting.  

Addressing the Governors’ Initiative, CLF requested that parties address the extent to which the 

proposed actions are consistent with the Federal Power Act (FPA), and standard market design 

principles in various FERC orders, including Order 1000, and in FERC decisions addressing 

resource adequacy.  He opined that resource adequacy should be determined through market 

mechanisms integrated into the wholesale market design and tariff, and the price signal is the 

primary tool for decisions about consumption and new investment in generation, demand 

response and transmission.   

Commenting on the Governors’ proposal, he said CLF agreed that new gas pipeline 

infrastructure was needed, but that the market was already working in achieving financing and 

deployment of new infrastructure in response to very clear and compelling price signals.  CLF 

urged NESCOE and the New England Governors to defer to the market, as it calls for and 

achieves new gas supplies, including through the comprehensive planning undertaken by the 
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region’s local natural gas distribution companies (LDCs).  CLF opined that eliminating the basis 

differential between New England and the Marcellus region through publicly funded investment 

would not serve the ultimate interests of ratepayers.  Continuing, he predicted that the resources 

and infrastructure proposed by the Governors’ Initiative would likely become uneconomic before 

it was fully depreciated.  He requested that NEPOOL Counsel be directed to research and to 

provide analysis of whether the Governors’ Initiative was, or was not, consistent with the FPA 

and FERC precedent; and whether the ISO’s envisioned role would be consistent with the 

Participants Agreement.  

Mr. Gordon thanked Mr. Marshall for his presentation and reported that the Governors’ 

Initiative would, for the foreseeable future, be a standing agenda item at future meetings.   

REPORT OF THE ISO CHIEF EXECUTIVE OFFICER  

Mr. Gordon van Welie referred the Committee to the summaries of the ISO Board and 

Board Committee meetings that had occurred since the February 7, 2014 meeting, which were 

circulated and posted in advance of the meeting.  He highlighted that Ms. Kathryn Jackson, PhD, 

ISO Board Chair, would be leaving the Board effective April 24, 2014 and Mr. Philip Shapiro 

had been elected by the Board to serve as ISO Board Vice-Chair until Ms. Jackson’s departure 

and thereafter as the Chair.  He reported that the Joint Nominating Committee process to fill the 

open spot to be created was already underway.   

A member requested clarification on a statement in the Board Markets Committee report 

regarding the number of mitigations and allocation of Net Commitment Period Compensation 

(NCPC) costs to virtual transactions.  Mr. van Welie asked that Mr. David LaPlante, ISO Internal 

Market Monitor (IMM), address that question directly when he presented his 2013 4th Quarter 

(Q4 2013) Quarterly Markets Report later in the meeting, but explained that the Board Markets 
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Committee received an oral report each month from Mr. LaPlante on mitigation, and from Dr. 

Vamsi Chadalavada, ISO Chief Operating Officer (COO), on NCPC. 

With regard to the Governors’ Initiative, Mr. van Welie explained that the ISO did not 

have more information to add with respect to that effort, which was being run by the States, 

beyond what had been reported by Mr. Marshall.  He stated the issue of insufficient pipeline 

infrastructure was not new, as it emerged during the Winter of 2004 and the ISO had included 

that issue as a Strategic Initiative in 2010.  He noted that, other than small expansions funded by 

LDCs, the ISO had not seen new pipeline expansion or development and it was unclear whether 

anything would happen without someone stepping into the market to make the contractual 

commitment expected by the FERC and the pipelines to support new investment.  Mr. van Welie 

stated the ISO’s support for the Governors’ Initiative to expand the pipeline infrastructure into 

the region, given the clear reliability and economic benefits to the region.  He added that he 

would leave to the attorneys to address the legal issues associated with the Governors’ Initiative.  

He acknowledged that the region would be breaking new ground if it proceeded with the 

Governors’ Initiative, but urged that all parties work together to address the infrastructure needs.  

Mr. van Welie said that the ISO was in a reactive mode in response to the States’ 

requests.  He stated that the ISO actively encouraged NESCOE to discuss the proposal with 

NEPOOL while it was still at a conceptual level, so everyone could understand what the States 

were seeking and could provide their input and reactions.  A member asked if there was 

information that ISO was providing to NESCOE that could be shared with all.  Mr. van Welie 

responded that the ISO had not created new information for the States on this topic that had not 

already been shared.   

He explained that the ISO had offered to work with the States to vet their proposal 

through the NEPOOL process.  He concurred with the States’ view that no other proposal had 
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been offered over the past ten years to solve the infrastructure concerns, and the States were 

appropriately alarmed about and attempting to address the situation facing the region.  He 

encouraged anyone with alternative solutions to offer them.  He explained that the ISO intended 

to continue to interact with the States, to brainstorm on solutions, and to participate in 

discussions.   

A member expressed the view that the circumstances presented a reliability problem, and 

the ISO was properly proactive in working to address the situation. 

Another member stated concern with the impact these discussions were having, 

particularly the uncertainty being created for gas supply and forward electricity contracts looking 

out over the next 2 to 5 years.  Mr. van Welie stated that the ISO considered those impacts before 

deciding whether to support the Governors’ proposal.  Following discussions with pipeline 

developers and suppliers, the ISO concluded that new capacity would not be built without firm 

transportation commitments which, in his view, should be provided by generators.  The States 

were trying to identify an alternative should generators be unwilling to do so. 

Mr. van Welie then reviewed the ISO’s concern with future reliability.  He highlighted 

the following:  

 In the last week of January, the pipeline system was fully utilized and no more 
than 3,500 MW of gas-fired generation was able to be served, with the rest of the 
pipe and pipeline infrastructure serving LDC load. 

 A very robust fuel inventory was needed to get through this difficult period, in the 
form of oil, both in the dual-fuel units and oil-only units.  

 Oil units were running around the clock at the end of January, causing fuel 
inventory levels to drop very low with resupply not keeping pace with the burn 
rate. 

 The oil supply chain was fragile and the stress on the system was unprecedented. 

 If the cold snap had continued another week or more, it was questionable as to 
whether reliability could have been maintained. 

 If a nuclear unit had experienced an outage, the region would have been in a very 
precarious position. 
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 The region’s fuel inventory would be a critical factor going forward. 

 The region would lose about 1,200 MW of non-gas-fired capacity before Winter 
2014/15: 

o Salem Harbor 3 and 4 would shut down in May, 2014. 

o Vermont Yankee would shut down in October, 2014. 

o The energy output of just those units during the Winter 2013/14 period 
exceeded the additional energy made available through the Winter 
Reliability Program. 

 The region was heading into the 2014/15 Winter period with a deficit of non-gas-
fired energy that exceeded the oil program put into place for Winter 2013/14.   

 LDCs’ loads were increasing as more customers switched home heating fuel from 
oil to gas, and that trend was expected to continue.   

To plan for the next 3 to 4 years, Mr. van Welie explained that the ISO would have to 

figure out what the generators were planning for this coming seasons, and then figure out, as a 

region, plans for Winter 2014/15 and several winters thereafter.  He stated that the ISO would 

share these concerns with the ISO Board at its April meeting, and requested feedback.  

A member passed on a report by Iroquois at the most recent Gas-Electric Focus Group 

meeting that Iriquois’ pipeline into New England did not have a single day during the 2013/14 

Winter period when it was used to capacity; similar reports were received from Maritime 

Northeast and Cannaport.  He stated that, prior to the 2013/14 Winter period, there were 

extensive conversations about how to utilize additional fuels, in particular LNG, as a means to 

address concerns, but the ISO’s IMM had signaled additional costs to firm up LNG would be 

sunk costs that could not be placed in energy bids.  He urged the ISO to be more open to 

considering those types of solutions, in addition to viewing fuel oil as a solution.  Mr. van Welie 

responded that the ISO was not foreclosing any solutions based on recent experiences.  Included 

among those recent experiences were that energy prices were really high, with considerable 

potential inframarginal revenue to support enhanced fuel inventory.  He stated that a solution for 

Winter 2014/15 needed to be identified before November or December, since it could be too late 
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to address the problem after that point.  So, he concluded, the region must consider in 2014 what 

to do for the next three winters in order to avoid annual crises.   

A member asked that the ISO consider repeating the fuel procurement program used 

during the 2013/14 Winter period.  Mr. van Welie responded that ISO was considering all 

options.  In response, another member reminded the Committee that the Winter Program was 

intended to be a narrow, short-term solution.   

Mr. van Welie continued that, given the physical constraints facing the New England 

region and the fact that most resources on the System were effectively Limited Energy 

Resources, there would be large price volatility and uplift.  The Control Room operators would 

undertake to maintain reliability by posturing the system to try to husband fuel.  Suppliers would 

be challenged in their hedging in those circumstances.  An in-market solution was preferred, but 

such a solution was unlikely for the Winter 2014/15 period.   

A member pointed out that there were several thousand megawatts of units on the system 

that previously were dual-fuel, but decommissioned because of economics.  Thus, a sizable 

number of MWs might be available for re-commissioning in time for Winter 2014/15 if 

assurances could be provided quickly (within six to seven weeks) as to how that expanded 

capability would be handled during Winter 2014/15.  Mr. van Welie stressed that the most 

promising solutions were dual-fuel capability and expanded utilization of LNG.  Another 

member noted that a May solution would be too late, as customers were making decisions then 

about their supply contracts for the following year, with suppliers building into their pricing the 

assumption that they would be paying for some form of winter reliability program.  The ISO was 

urged to act expeditiously.   

Discussing the issues further, a member encouraged ongoing dual-fuel testing for each 

winter.  Another member with resource operations on both the power and natural gas side, 
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concurred that the 2013/14 winter had been a period of significant uncertainty in meeting 

reliability needs.  He reported that by early January his company had burned through nearly all 

its oil inventory but had time to re-supply because February had been warmer.  He reported that 

his company had to go to Europe to get two replenishment shiploads.  He stated the Winter 

Program was a cold weather insurance program that worked very well to keep the system reliable 

and save consumers a lot of money.  He urged the ISO to consider using the Winter Reliability 

Program until circumstances ameliorated, through increased natural gas pipeline capacity or 

other form of alternate supply. 

A Maine PUC representative urged more coordination with other RTOs.  Mr. van Welie 

observed that the other RTOs had experienced for the first time problems ISO-NE had been 

dealing with for several years, and that the April 1 FERC Technical Conference might reveal 

some new ideas. 

Another member argued against continuation of the Winter Program.  He noted the ISO 

would be implementing hourly offers later in the year.  Market prices would encourage decisions 

be made to acquire more oil for the coming winter without the need for out-of-market subsidies.  

He urged quick action in any event. 

REPORT OF THE ISO CHIEF OPERATING OFFICER 

Dr. Chadalavada reviewed highlights from the March COO report, which was circulated 

in advance of the meeting and posted on the NEPOOL and ISO websites.  Focusing on report 

highlights, he stated that, in February:  (i) natural gas prices were 17.1% lower and oil prices 

were 7.7% higher than January 2014 average values; (ii) Real-Time Hub locational marginal 

prices (LMPs) were 6.9% lower than January 2014 averages; (iii) average daily (peak hour) Day-

Ahead cleared physical Energy, as a percent of forecasted load, was 98.3% in February, versus 

96.4% in January; (iv) daily NCPC, totaling $16.1 million, was $57.2 million lower than January 
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NCPC; (v) first contingency payments, totaling $14.6 million, were $55.3 million lower than 

January’s; (vi) second contingency payments totaled $1.5 million, which was lower than the $2.4 

million in January; and (vii) voltage support payments totaled $0, down $981,000 from January.   

He reported that the lowest 50/50 and 90/10 Winter/Spring Operable Capacity Margin 

was projected for the week beginning May 17 and the lowest 50/50 and 90/10 Summer Operable 

Capacity Margin was projected for the week beginning June 28.   

Dr. Chadalavada clarified a statement in the FCM update that the ISO would be 

submitting supply offers totaling approximately 570 MW for the 3rd Annual Reconfiguration 

Auction (ARA) for the 2014/2015 Commitment Period.  He explained that the ISO was in 

surplus and, per the Tariff, would try to dispose of its obligation to make capacity payments if it 

could receive an appropriate price.  If not, it would remain in surplus going into the 2014/15 

Commitment Period.  He said that the Tariff essentially required that total purchases exactly 

match net ICR in the Period’s 3rd ARA.  On a related FCM matter, he reported that the show of 

interest for FCA9 opened on February 18 and closed on March 4.  He reported that the show of 

interest for FCA9 was very robust across all supply categories, and in aggregate the total show of 

interest exceeded 10,000 MW.   

In reviewing the Winter operations, Dr. Chadalavada reported that the total fuel inventory 

in New England was 3.6 million barrels on December 1, was reduced to 1.8 million barrels at the 

end of January, but had since been re-supplied, given the milder February.  He reported that daily 

average temperatures were well below 20-year historical averages during the following time 

periods: 

• December 10-17, 2013 
• January 1-10, 2014 
• January 21-30, 2014 
• February 6-12, 2014 
• February 16-19, 2014 
• February 25-28, 2014  
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Dr. Chadalavada reported that 15% of February’s total energy was generated by coal, 

which was in-merit as base load all month.  He reviewed a slide reflecting an update on the 

Hourly Market Project, noting that it was one of the larger projects since Standard Market 

Design (SMD) was implemented and was proceeding on schedule.  He reported that December 

30, 2014 was the Project’s projected “go-live” date.  In response to a question, Dr. Chadalavada 

committed ISO-NE to report on historic dependence on coal.   

Regarding NCPC, a member questioned why $8 million of uplift was experienced in the 

Day-Ahead Energy Market.  Dr. Chadalavada explained that, in February, oil and gas prices 

were similar.  In those circumstances, the Day-Ahead Energy Market cleared by committing 

more units to meet the peak hour, increasing the number of units at Economic Minimum Limit 

(Eco Min) during non-peak hours, and resulting in uplift in the Day-Ahead Energy Market. 

CHANGES TO FAP SECURITY AGREEMENT; RELATED CHANGES AND CLEAN 
UP CHANGES TO FAP  

Mr. Peter Fuller, Budget & Finance Subcommittee Chair, referred the Committee to the 

materials circulated and posted in advance of the meeting concerning revisions to the form of 

Security Agreement attached to the ISO New England Financial Assurance Policy (FAP).  He 

explained that the Security Agreement was used in connection with Market Participant accounts 

maintained with BlackRock, Inc. and its affiliates (collectively, BlackRock) under the FAP.  The 

revisions had been proposed to properly reflect how BlackRock manages those accounts and 

would not have any impact on the levels of or how collateral was maintained.  He explained that 

Market Participants that were required to provide financial assurance under the FAP could 

provide either a cash deposit or a letter of credit.  If a cash deposit was provided, the FAP 

required the Market Participant to (1) open a BlackRock account, (2) complete and execute a 

Security Agreement in the form attached to the FAP, and (3) complete and execute a Control 
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Agreement in the form posted on the ISO’s website.  He further explained that BlackRock 

informed the ISO that the cash collateral accounts were being maintained as direct investments in 

separate series of shares in a single trust, rather than as securities accounts maintained by a 

“securities intermediary” and invested in one or more separate mutual funds, as the earlier 

language of the FAP suggested.  The ISO advised the Subcommittee that the forms of Control 

Agreement and Security Agreement used for cash deposits under the FAP needed to be revised 

to more accurately reflect the administration of those accounts, which was not changing.  

He went on to describe the changes proposed to the form of Control Agreement that was 

used for cash deposits under the FPA.  Those changes, which could be filed with the FERC, were 

discussed with the Subcommittee on the February 13, 2014 teleconference and subsequently 

circulated to the Subcommittee and to all Market Participants with BlackRock accounts.  

Because only the Security Agreement was attached to the FAP (and was therefore part of the ISO 

Tariff), only the revisions to the Security Agreement required a vote of the Participants 

Committee. 

Following motion duly made and seconded, the Committee considered and unanimously 

approved the following motion with abstentions noted by the Large Market Participant End 

Users present:   

RESOLVED, that the Participants Committee supports the changes to the 
form of Security Agreement attached to the ISO New England Financial 
Assurance Policy, as circulated to the Committee and discussed at this 
meeting, together with such further non-substantive changes as the Chief 
Financial Officer of ISO New England and the Chairman of the Budget & 
Finance Subcommittee may approve. 

ISO IMM QUARTERLY MARKETS REPORT (Q4 2013) 

Mr. David LaPlante, ISO Internal Market Monitor (IMM), referred to the Committee to 

the presentation circulated and posted in advance of the meeting regarding the 2013 4th Quarter 
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(Q4 2013) Quarterly Markets Report.  He provided an overview of the Report, noting that the 

price outcomes of the ISO-administered energy market were consistent with those expected of a 

competitive market; the energy market was generally unconcentrated and structurally 

competitive; energy prices reflected supplier short-run marginal costs; and when needed, the 

mitigation rules provided adequate behavioral remedies.   

He referred the Committee to charts reflecting virtual transactions, NCPC payments, and 

supplemental commitments.  He explained that the supplemental commitments represented the 

capacity of non-fast start generators that the ISO committed outside the Day-Ahead Energy 

Market for the peak hour, dispatched at their Eco Min.  He said, in response to a question, that 

the amount of NCPC for Q4 2013 was incurred largely over just a few days, such as during the 

February 2013 blizzard.  He noted that 75% of the days had supplemental commitments less than 

268 MW, with the maximum commitment of 1,847 MW on one day, but the remaining 25%, 

between 268 MW, and 1,847 MW for 12 days. 

Turning to market outcomes, Mr. LaPlante reported that opportunity costs in the 

regulation market increased overall regulation costs, with the increase in costs in that market 

relatively high.  He reported that replacement reserve products that were expanded during the 

third quarter also increased the ancillary service costs for the end of the year.   

In response to the earlier question asked of Mr. van Welie regarding mitigations in 

January, Mr. LaPlante explained that he prepared a report each month for the ISO Board Markets 

Committee and one of the charts in that report reflected a large number of Real-Time energy 

mitigations that occurred in January due to fuel price increases.  In response to a question as to 

whether the ISO had made any referrals to FERC Enforcement after FCA8 with regard to that 

auction, Mr. LaPlante stated that he had reviewed the results of that auction and had spoken with 

FERC Staff. 
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REGULATION MARKET RULE CHANGES  

Ms. Allison DiGrande, Markets Committee Chair, referred the Committee to the 

materials circulated and posted in advance of the meeting regarding revisions to Market Rule 1 

to improve Regulation Market resource modeling and automatic generation control (AGC) 

dispatch coordination and Energy Market Offer Flexibility conforming changes.  She reported 

that the Markets Committee, at its February 11-12, 2014 meeting, voted to recommend 

Participants Committee support for the ISO’s proposed Regulation Market Changes (with one 

opposition registered by Beacon Power).  Prior to that Markets Committee’s vote, Beacon 

offered an amendment, which was considered and not approved.  The Beacon amendment would 

also be offered for Participants Committee consideration at this meeting. 

The following motion was duly made and seconded:   

RESOLVED, that the Participants Committee supports revisions to 
Market Rule 1 to improve Regulation Market resource modeling 
and AGC dispatch coordination, and to include a set of Energy 
Market Offer Flexibility conforming changes, as recommended by 
the Markets Committee at its February 11-12, 2014 meeting, with 
such further non-substantive changes as the Chair and Vice-Chair 
of the Markets Committee may approve. 
 

The Beacon Power representative offered an amendment, which was duly made and 

seconded, to amend the main motion so as to retain the final sentence of the first paragraph of 

Section 14.6 so that it would read “Dispatch will be coordinated with the objective of achieving 

consistent and non-discriminatory treatment of Resources providing similar offer parameters.” 

(Beacon Amendment).  A member expressed concern that the additional language would create 

ambiguity and confusion. 

Dr. Robert Ethier, ISO Vice President, Market Development, referred the Committee to, 

and briefly summarized, the ISO’s memorandum circulated in advance of the meeting explaining 

the ISO’s belief that the language should be removed as proposed.   
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In final comments, the Beacon Power representative expressed concern that five years’ of 

success in the Alternative Technology Regulation Pilot Program could be compromised by 

implementation of the Regulation Market changes.  Beacon’s language was intended only to 

ensure that dispatch between generating units and non-generating units continued to be 

consistent and non-discriminatory.   

The Committee considered and failed to approve the Beacon Amendment based on a 

show of hands, with approval noted by:  Beacon, CLF, CSG, NHOCA, and UCS; oppositions 

noted by:  Publicly Owned Entity Sector, Transmission Sector, and some entities in the End 

User, Generation, and Supplier Sectors; and abstentions noted by:  CT OCC, AR Small 

Renewable Generation Group Member, and some entities in the AR, Generation, Supplier, and 

End User Sectors. 

The Committee then considered and approved the unamended main motion.  The 

unamended main motion was determined to have passed by a show of hands, with an opposition 

by Beacon Power, and abstentions noted by EnerNOC and Vitol.   

OFFER REVIEW TRIGGER PRICE (ORTP) CHANGES  

Ms. DiGrande referred the Committee to the materials posted in advance of the meeting 

regarding revisions to the ORTP provisions that were proposed by the IMM in response to the 

FERC’s February 11, 2014 order in Docket No. ER14-616.  The IMM proposed compliance 

changes to strike out the rejected Tariff language.  Further, the IMM proposed a recalculated 

ORTP for on-shore wind of $10.32/kW-month (by removing the Production Tax Credit and 

leaving all other assumptions unchanged) and a revised ORTP construct for a demand resource 

composed of both load management and distributed generation for FCA9, a revised methodology 

for calculating an ORTP for demand resources other than energy efficiency demand resources, 
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and a mechanism for adjusting (by an index or combination of indices) the ORTPs for years 

when full recalculation of the ORTPs was not performed (collectively, the ORTP Revisions).  

The ORTP Revisions were considered and recommended by the Markets Committee at its March 

4, 2014 meeting.   

Ms. DiGrande reported that, since that recommendation by the Markets Committee, and 

after further consideration, the IMM proposed additional changes pertaining to the ORTP rules, 

as circulated with the additional meeting materials on March 5.  Those changes would address 

circumstances where a new capacity resource was comprised of multiple assets that have 

different technology types.  The Committee accepted those changes as a friendly amendment to 

the Markets Committee’s recommended changes.   

 The following motion was duly made and seconded:  

RESOLVED, that the NEPOOL Participants Committee supports 
the revisions to Appendix A to Market Rule 1, as recommended by 
the Markets Committee at its March 4, 2014 meeting, and as 
provided to this Committee in advance of this meeting, together 
with those changes agreed to by the Participants Committee at this 
meeting and such non-substantive changes as may be approved by 
the Chair and Vice-Chair of the Markets Committee. 
 

A Generation Group Seat representative offered a motion to amend the main motion, that 

was duly seconded, to add the following language to Section III.A.21.1.2(e)(6): 

Federal production and/or investment tax credit values in the 
capital budgeting model for the on-shore wind technology 
type shall be updated based upon the federal production and/or 
investment tax credit in effect, on the condition that the tax 
credit is applicable to on-shore wind resources that are 
qualifying as new resources for the corresponding Capacity 
Commitment Period. 

Following comments and clarifying questions, a motion was offered as a friendly 

amendment to further modify the proposed new language as follows:  
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Federal production and/or investment tax credit values in the 
capital budgeting model for the on-shore wind technology 
type shall be updated based upon the federal production and/or 
investment tax credit or similar tax credits then in effect, if 
applicable, on the condition that the tax credit is applicable to 
on-shore wind resources that are qualifying as new resources 
for the corresponding Capacity Commitment Period. 

The motion to amend the main motion, as further modified, was voted by a show of 

hands and passed with a number of oppositions and abstentions.  Then, the Committee 

considered the amended main motion, which was determined by a show of hands to pass 

unanimously with several abstentions, including those noted by:  CTOCC, GDF SUEZ, 

Kimberly-Clark, Praxair, and the AR Small Renewable Generation Group Member.   

REAPPOINTMENT OF REVIEW BOARD MEMBER J. LOTIS 

Mr. Stacy Dimou, Review Board Liaison Committee Chair, referred the Committee to the 

materials circulated and posted in advance of the meeting regarding the reappointment of Review 

Board Chairman, Mr. Jon (Jack) Lotis, whose four-year term was due to expire at the end of 

April.  He explained that the Second Restated NEPOOL Agreement (2d RNA) required the 

Committee to select Review Board members prior to the expiration of incumbent members’ 

terms.  Mr. Lotis had indicated a willingness to continue to serve on the Review Board.  At its 

last meeting with the Review Board, those present from the Review Board Liaison Committee 

supported a recommendation that Mr. Lotis continue to serve.  Among the considerations leading 

to that support was the continued belief that Mr. Lotis remained highly knowledgeable and 

qualified and little likelihood that the costs and time associated with identifying an alternative 

candidate would be justified.  Also, the five-year standstill period, to which the Participants 

agreed when the Review Board arrangements were revised in late 2010, remained in effect until 

January 1, 2016.  He explained that Mr. Lotis’ reappointment did not commit NEPOOL to retain 
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his services for the duration of his term, but rather confirmed his continued service after the 

expiration of his current term. 

Following motion duly made and seconded, the Committee considered and unanimously 

approved the following motion: 

RESOLVED, that the Participants Committee reappoints to the Review 
Board Mr. Jon (Jack) Lotis, with the new four-year term to commence 
May 1, 2014, as presented to the Participants Committee at this meeting, 
it being understood that (1) approval of this resolution does not require or 
otherwise create an expectation that the Review Board will remain in 
existence for another four years, and (2) any vote in favor of this 
resolution is without prejudice to the position of the Participant on whose 
behalf that vote is cast with respect to the future continuation or 
elimination of the Review Board arrangements. 

LITIGATION REPORT 

Mr. Doot referred the Committee to the March 6 Litigation Report that had been posted 

in advance of the meeting and encouraged anyone with comments or questions on the Report to 

please contact NEPOOL Counsel.   

OTHER BUSINESS 

Mr. Doot referred the Committee to the NEPOOL calendar for March.  He reported that a 

special meeting of the Participants Committee would be held on March 21, 2014 at the 

Colonnade Hotel in Boston. 

There being no further business, the meeting adjourned at 2:02 p.m.  

 
      Respectfully submitted, 

 
       ______________________   
       David T. Doot, Secretary 
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Ashburnham Municipal Light Plant Publicly Owned   Gary Will  

Boylston Municipal Light Department Publicly Owned   Gary Will  

BP Energy Company Supplier   Nancy Chafetz  

Braintree Electric Light Department Publicly Owned  Dave Cavanaugh  

Brookfield Energy Marketing / Cross-Sound Cable Supplier Aleksandar Mitreski Jose Rotger  

Calpine Energy Services, LP Supplier John Flumerfelt    

Central Maine Power Company (CMP) Transmission  Susan Clary (tel)  

Chicopee Municipal Lighting Plant Publicly Owned  Gary Will  

Cianbro Companies End User Gus Fromuth   

Citigroup Energy Inc. Supplier Barry Trayers (tel)   

Concord Municipal Light Plant Publicly Owned  Dave Cavanaugh  

Connecticut Municipal Electric Energy Coop. Publicly Owned Brian Forshaw    

Connecticut Office of Consumer Counsel (CT OCC) End User  Joe Rosenthal (tel)  

Conservation Law Foundation (CLF) End User Seth Kaplan Naim Jonathan Peress  

Conservation Services Group (CSG) AR   Doug Hurley 

Consolidated Edison Energy, Inc. Supplier Jeff Dannels    

Dominion Energy Marketing, Inc. Generation  Mike Batta (tel)  

Dragon Products Company LLC End User Gus Fromuth   

DR Power  Supplier Jerry Tudan   

Dynegy Marketing and Trade, LLC Supplier    William Fowler 

Elektrisola, Inc. End User  Gus Fromuth  

Emera Maine, Inc. Transmission Jeff Jones (tel) Stacy Dimou  

Energy America, LLC Supplier   Nancy Chafetz 

EnerNOC, Inc. AR  Greg Geller  

Enerwise Global Technologies Inc. AR  John Driscoll (tel)  

Entergy Nuclear Power Marketing Inc. Generation  Chad Cooper (tel)  William Fowler 

EquiPower Resources Management, LLC Generation Jim Ginnetti (tel) William Fowler  

Essential Power, LLC Generation M.Q. Riding William Fowler  

Ethical Electric Benefit Co. Supplier   Abby Krich (A9 only) 

Exelon Generation Company Supplier Steve Kirk  William Fowler  

Fairchild Semiconductor Corporation End User Gus Fromuth   

First Wind Energy Marketing, Inc. AR John Keene  Francis Pullaro 

Galt Power, Inc. Supplier Nancy Chafetz Jon Dempsey  

Generation Group Member Generation  Abby Krich   

Georgetown Municipal Light Plant Publicly Owned  Dave Cavanaugh  

Granite Ridge Energy, LLC Supplier  William Fowler  

Groton Electric Light Department Publicly Owned  Gary Will  

Groveland Electric Light Department Publicly Owned  Dave Cavanaugh  

H.Q. Energy Services (U.S.) Inc.  Supplier  Robert Stein   

Hardwood Products Company End User  Gus Fromuth   

Harvard Dedicated Energy Limited End User Mary Smith   

Hess Corporation Supplier   Nancy Chafetz 

High Liner Foods (USA) Incorporated End User  William P. Short III (tel)   

Hingham Municipal Lighting Plant Publicly Owned  Dave Cavanaugh  

Holden Municipal Light Department Publicly Owned  Gary Will  

Hudson Light and Power Department Publicly Owned  Gary Will  

Hull Municipal Lighting Plant Publicly Owned  Gary Will  

Industrial Energy Consumer Group End User Donald Sipe (tel)   

IPR-GDF SUEZ Energy Marketing North America Generation Thomas Kaslow (tel)   

Ipswich Municipal Light Department Publicly Owned  Gary Will  
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Integrys Energy Services Inc. Supplier   Nancy Chafetz  

Kimberly-Clark Corporation Supplier   Vicki Karandrikas (tel) 

Littleton (MA) Electric Light & Water Department Publicly Owned  Dave Cavanaugh  

Littleton (NH) Water & Light Department Publicly Owned  Craig Kieny Brian Forshaw 

Long Island Lighting Company (LIPA) Supplier William Killgoar   

Maine Skiing, Inc. End User Donald Sipe (tel)   

Mansfield Municipal Electric Department Publicly Owned  Gary Will  

Marblehead Municipal Light Department Publicly Owned  Gary Will  

Marble River, LLC Supplier Mel Palmer (tel)  Abby Krich (A9 only) 

Marden’s Inc. End User Gus Fromuth    

Mass. Attorney General's Office End User Fred Plett Christina Belew (tel) Jesse Reyes 

Mass. Municipal Wholesale Electric Company (MMWEC) Publicly Owned Gary Will   

Merrimac Municipal Light Department Publicly Owned  Dave Cavanaugh  

Middleborough Gas and Electric Department Publicly Owned  Gary Will  

Middleton Municipal Electric Department Publicly Owned  Dave Cavanaugh  

MoArk, LLC End User Gus Fromuth   

New England Power Company (National Grid) Transmission Timothy Brennan    

New Hampshire Electric Cooperative (NHEC) Publicly Owned   Brian Forshaw 

New Hampshire Office of Consumer Advocate (NH OCA) End User  Sarah Jackson  

NextEra Energy Resources, LLC Generation Michelle Gardner   

NU / NSTAR Transmission James Daly Calvin Bowie  Joe Staszowski 

NRG Power Marketing, Inc. Generation Peter Fuller   

PalletOne of Maine End User Gus Fromuth    

Pascoag Utility District Publicly Owned  Dave Cavanaugh  

Paxton Municipal Light Department Publicly Owned  Gary Will  

Peabody Municipal Light Plant Publicly Owned  Gary Will  

PowerOptions, Inc.  End User  Cynthia Arcate  Paul Peterson 

PPL EnergyPlus, LC Supplier  Sharon Weber (tel)  

Praxair, Inc. End User   V. Karandrikas (tel) 

Princeton Municipal Light Department Publicly Owned  Gary Will  

Provisional Group Member - Load Response Sub-Sector AR Brad Swalwell (tel)   

Provisional Group Member Transmission Steve Conant   

PSEG Energy Resources & Trade LLC Supplier Joel Gordon   

Repsol Energy North America Corporation Gas Industry Participant Sam Morton   

Rowley Municipal Lighting Plant Publicly Owned  Dave Cavanaugh  

Russell Municipal Light Dept Publicly Owned  Gary Will  

Shipyard Brewing LLC End User Gus Fromuth    

Shrewsbury Electric & Cable Operations Publicly Owned  Gary Will  

Small Distributed Generation Group Member AR Doug Hurley Mike Berlinski  

Small Load Response Group Member AR Doug Hurley   

Small Renewable Generation Group Member AR Erik Abend (tel)   

South Hadley Electric Light Department Publicly Owned  Gary Will  

St. Anselm College End User Gus Fromuth    

Sterling Municipal Electric Light Department Publicly Owned  Gary Will  

Taunton Municipal Light Department Publicly Owned  Dave Cavanaugh  

Templeton Municipal Lighting Plant Publicly Owned  Gary Will  

Texas Retail, LLC Supplier Chris Hendrix (tel)   

The Energy Consortium (TEC) End User  Mary Smith  

TransCanada Power Marketing Ltd. Generation  Mike Hachey  

Union of Concerned Scientists (UCS) End User Paul Peterson    
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United Illuminating Company (UI) Transmission Rich Peters Alan Trotta   

Utility Services Inc. End User   Paul Peterson  

Vermont Electric Cooperative Publicly Owned Craig Kieny   Brian Forshaw 

Vermont Electric Power Company, Inc.  (VELCO) Transmission Frank Ettori Bill Ryan (tel) Mark Sciarrotta 

Vermont Energy Investment Corporation AR  Doug Hurley  

Vermont Public Power Supply Authority (VPPSA) Publicly Owned David Mullett (tel)   

Vitol, Inc. Supplier  Joe Wadsworth   

Wakefield Municipal Gas and Light Department Publicly Owned  Gary Will  

Wallingford DPU Electric Division Publicly Owned Dave Cavanaugh   

Wellesley Municipal Light Plant Publicly Owned   Dave Cavanaugh  

West Boylston Municipal Lighting Plant Publicly Owned  Gary Will  

Westerly Hospital, The End User  Gus Fromuth   

Westfield Gas & Electric Light Department Publicly Owned  Gary Will  

Z-TECH LLC End User  Gus Fromuth   



    
 

 

 
 

 


