SETTLEMENT WORKING GROUP

Issues:

a) Would new SPEED generation projects be more valuable as load reducers or registered with ISO New England as a generator? 

b) If yes, how do we do it?
· Reduce each utility’s load prior to original settlement with ISO?

· Reduce each utility’s load for ISO’s 90-Day re-settlement?

· Financial settlement among utilities at end of the month?

The following tables and text show attempt to summarize the potential impacts on the Host Utility, the Project and the Non-Host Utilities of SPEED projects that are allocated to all utilities. (If projects sell all output to the host utility then these impacts and all inequities are eliminated) compared to if the project was a generating asset registered with the ISO.
Energy Market

	Host Utility
	Project
	Non-Host Utilities
	Monthly Impact on VT

	Costs reduced because loads are reduced.
	
	Costs are increased because it doesn’t receive generation credit in Energy Market it would otherwise receive.
	Project location specific.  Not able to determine ahead of time.

	
	
	
	

	
	
	
	


Notes: 
1. MWHs of load reduction for Host = MWH lost generation for Non-Hosts.

2. Host Savings $ will differ from Non-Host $ of lost generation by the difference in RTM LMP between VT Load Zone and node generator would have settled at.
3. Whether or not Host $ Savings > Non-Host $ increase will be project specific.

Capacity Market

	Host Utility
	Project
	Non-Host Utilities
	Monthly Impact on VT

	Costs reduced because ICAP requirements are reduced due to loads being lower.
	
	Costs are increased because it doesn’t receive generation credit in Capacity Market it would otherwise receive.
	Likely a savings, but will be dependent upon output of unit at time of ISO peak  time (1+reserve %) compared to credit it would have received in capacity market.

	
	
	Will see slightly higher costs because % share of NEPOOL ICAP requirement will be slightly higher as a result of host utility’s being slightly lower.  (This will be spread across all of NE)
	

	
	
	
	


Notes:

1. If unit is generating at time of ISO peak Host savings likely > Non-Host increase but it is dependent upon how much capacity the unit would be paid for in the capacity market (For solar this likelihood is high, for wind ?)..

2. Non-host increase due to greater % share of NEPOOL ICAP requirements (as a result of Host % being smaller) will be very small and likely not small enough to make up difference in # 1 above.

Renewable Energy Credits (REC) Market

	Host Utility
	Project
	Non-Host Utilities
	Monthly Impact on VT

	Initially receives all RECs.
	
	Initially receive no RECs.  Therefore must have RECs transferred to it or equivalent $ if that is sufficient.
	$0

	Will have to report generation to NEPOOL GIS Admin.
	
	
	

	
	
	
	


Notes:
1. Third party verification of meter reading will be required.

2. RECs can be transferred from Host Utility to Non-Host Utility through NEPOOL GIS System.

Transmission
	Host Utility
	Project
	Non-Host Utilities
	Monthly Impact on VT

	VELCO transmission costs will be reduced because % of load at time of peak will be smaller.
	
	VELCO transmission costs will be increased because % of load at time of peak will be smaller.
	$0

	NEPOOL RNS,  SO  OATT ISO SFT Schedules 1 and  5 costs will be reduced because % of load at time of peak will be smaller.
	
	
	Savings approximately = $5.23/kw-month x output at time of ISO Peak under current rates.

	ISO Tariff Schedule 2 costs will decrease because VMs for load will decrease plus generation VM for its share of output will be avoided.  Current rate is $0.18/MWH .  TU’s not impacted if counted as a generator.
	
	ISO Tariff Schedule 2 generation VM will decrease because VM for share of output will be avoided.
	Savings = $0.18/MWh x project output.

	ISO Tariff 3 Expenses will be reduced by ISO Tariff Sched 3 Part 2 rate times reduction in utility’s peak for month.  Current rate is $135.93/MW-month.
	
	
	Savings = $135.93 x MW reduction in utility peak.

	May lose transmission revenue from project if it otherwise would have paid wheeling to host.  (Being addressed by a separate committee).
	May save transmission costs if it otherwise would have paid wheeling to host.  (Being addressed by a separate committee).
	
	


Ancillary Services Markets and Other Charges/Credits
	Host Utility
	Project
	Non-Host Utilities
	Monthly Impact on VT

	Reserve Market costs reduced because settlement load is reduced and Reserve Market costs are allocated on hourly load obligation. 
	
	
	Saving approximately $0.20 - $1.25  x  output of project depending on applicable auction prices and other market factors.

	Regulation Market costs reduced because settlement load is reduced and Regulation costs are allocated on hourly load obligation. (approximately $0.20 - $0.60/MWH of Load Obligation depending on market prices at time)
	
	
	Savings approximately $0.20 - $0.60 x output of project depending on market prices at time.

	Marginal Loss Revenue credit reduced because allocated on real time load obligation.
	
	Theoretical increase in Marginal Loss Revenue credit  for all load serving entities in NE because or reduction for host.
	Cost but usually very small (June 2009 was < $0.01/MWH on average)

	External Inadvertent Energy Cost Distribution cost/credit reduced because allocated on real-time load obligation. Some hours this is a savings some hours it is a cost. 
	
	Theoretical increase in External Inadvertent Energy Cost Distribution credit for all load serving entities in NE because or reduction for host.
	Often savings, but can be a cost.   (June 2009 was savings of < $0.11/MWH on average)

	Auction Revenue Rights credit reduced because load of peak allocator is reduced.
	
	Auction Revenue Rights credit increased by amount that equals, or is very close to, reduction for Host.
	Approximately $0.

	Need to look into other miscellaneous credit/charges.
	Need to look into other miscellaneous credit/charges.
	Need to look into other miscellaneous credit/charges.
	


Notes:
1. Reserve and Regulation savings seen by the Host will not be recognized if units are settled through ISO markets.

ISO Financial Assurance Policy
	Host Utility
	Project
	Non-Host Utilities
	Monthly Impact on VT

	Since Energy, Capacity and Transmission costs through ISO are reduced FAP requirements will be reduced.
	
	Since Energy, Capacity and Transmission costs through ISO are higher FAP requirements will be higher.
	Unknown.

	
	
	
	

	
	
	
	


Notes:
1. Issue goes away if load is reduced prior to ISO settlement.

