-----Original Message----- 

From: jorgege@selectenergy.com [mailto:jorgege@selectenergy.com] 

Sent: Tuesday, January 07, 2003 3:12 PM 

To: mdepillis@iso-ne.com Subject: Comments on Local ICAP Requirements

 Mario, I just saw the agenda for  tomorrow's meeting. Please be so kind and mail this letter out to the group so that we can bring this consideration up at the appropriate place in the discussion.

Gunnar

Select Energy, Inc.

 ----- Forwarded by Gunnar E. Jorgensen/NUS on 01/07/2003 03:10 PM -----

Gunnar E. Jorgensen     SUP ACQ/NEPOOL   

To: dlaplant@iso-ne.com, mkarl@iso-ne.com, mdepillis@iso-ne.com, Allen W. Scarfone/NUS@NU, David A. Errichetti/NUS@NU  01/07/2003 12:34 PM      

cc: Joseph J. Staszowski/NUS@NU, James E.  Scheiderich/NUS@NU, Stephen J. Rourke/NUS@NU, Calvin    A. Bowie/NUS@NU, Leonard E. Navitsky/NUS@NU,    Michelle D. Gouin/NUS@NU     

Subject:  Comments on Local ICAP Requirements   

In ISO-NE developing the theory behind the Local ICAP requirements may I suggest that ISO-NE consider the following aspect of "real life operation"?

As I understand the various proposals floating around pertaining to the establishment of a Local ICAP Requirement I see a fatal flaw in the proposals. let me explain further. When the local ICAP requirement is created it only deals with the MW values and not with the type of MW installed and its requirements.   Say that an area has per the multi area study a requirement of 5000 MW of ICAP and that the generation already there or to be installed in the area happens to be inflexible units. On paper there might be adequate generation but they need to be on line and operating to provide the contingency protection needed. If these units are not in merit when needed then the ISO-NE must place these units on line and the market must pay the uplift costs in addition to the ICAP price.

This is the situation we see all over the system and the Local ICAP Proposal being discussed will further the uneconomic situation.

This is why Select is a proponent of markets which gets at the proper generation mix to solve system and economic situations.  This is why we believe that the Quick Start Market provides a better local market reliability signal in that it not only gets at the real problem, which is contingency protection but also at uplift reduction.

A second thought I have is that since the Local ICAP Requirement is primarily based on contingency protection it tells me that in most places the existing transmission facilities "in general" is adequate to bring the base and intermediate energy into the area and it is the issue of what to do when there is a transmission line outage or a generation outage we need to be concerned with. An ICAP requirement for the area cannot do the job unless one over build with ICAP and hope that the generation either is in merit at all times or happens to bring the proper mix in.  This is a haphazard "flip the coin way" of power system market design and operation.

So proper system design must take the operational aspect into consideration or an over-built and un-operational, uneconomic electric power system will be the end result.

Gunnar.

