1.
Alternative Price Rule Triggers and Pricing Mechanisms
A.
General Provisions

1.
Overview.  There will be three distinct Alternative Price Rule (“APR”) triggers in the revised FCM rules, referred to below as APR-1, APR-2, and APR-3:

a.
APR-1 is a slightly revised version of the Alternative Price Rule as it currently exists in the FCM rules, which applies where new capacity is required.  The pricing provisions in the currently-effective Alternative Price Rule will apply without change when APR-1 is triggered.
b.
APR-2 is a new trigger that will apply where no new capacity is required, and is designed to account for past excess out-of-market capacity, as described in the INTMMU Report and discussed among the FCMWG.  The pricing provisions in the currently-effective Alternative Price Rule will apply without change when APR-2 is triggered.
c.
APR-3 is a new trigger that will apply where no new capacity is required, and is designed to account for rejected de-list bids, an issue identified in the development of the original FCM rules, which must be addressed in a filing with FERC by May 17, 2010 (pursuant to Section III.13.2.5.2.5(f)) and which has been discussed among the FCMWG.  
2.
General Pricing Rule.  A general rule will be included in the revised FCM rules stating that in no case will the application of any of the three APR mechanisms result in lowering the Capacity Clearing Price that otherwise results from the FCA.
3.
The three APR mechanisms are non-overlapping, such that only one of the APR mechanisms could be triggered in any FCA.
B.
APR-1.  This is a slightly revised version of the Alternative Price Rule as it currently exists in the FCM rules.  Changes to the current rule are shown in red text.

1.
Trigger.  APR-1 is triggered if in a Capacity Zone, all of the following conditions are met:

a.
(New Capacity Required + Cleared Permanent De-List Bids) > 0; 

b.
there is not Inadequate Supply; and

c.
Out-of-Market Capacity > (New Capacity Required + Cleared Permanent De-List Bids).
2.
Pricing.  No change to the pricing provisions in the current Alternative Price Rule.  If APR-1 is triggered in a Capacity Zone, then the Capacity Clearing Price in that Capacity Zone shall be, generally, the lesser of:  (a) $0.01 below the price at which the last new resource to withdraw did so; or (b) CONE.

3.
Definitions.
a.
New Capacity Required.  No change to the definition of New Capacity Required as it exists in the current FCM rules, at Section III.13.2.4(b)(i).
b.
Cleared Permanent De-List Bids.  The MW quantity of Permanent De-List Bids clearing in the instant FCA.
c.
Inadequate Supply.  No change to the definition of Inadequate Supply as it exists in the current FCM rules, at Section III.13.2.8.1.

d.
Out-of-Market Capacity.  The amount of Out-of-Market Capacity shall be the sum of the amounts listed below.  Three of these amounts are unchanged from the current FCM rules; the fourth is an additional source of Out-of-Market Capacity.
  
i.
ISO RFPs.  No change to the definition of ISO RFPs as it exists in the current FCM rules, at Section III.13.2.7.8.2(b)(i).
ii.
Certain New Capacity Offers.  No change to the definition of Certain New Capacity Offers as it exists in the current FCM rules, at Section III.13.2.7.8.2(b)(ii).
iii.
New Self-Supplied FCA Resources.  No change to the definition of New Self-Supplied FCA Resources as it exists in the current FCM rules, at Section III.13.2.7.8.2(b)(iii).

iv.
Permanent De-List Bids and Non-Price Retirement Requests Rejected for Reliability Reasons.  The MW quantity of Permanent De-List Bids and Non-Price Retirement Requests Rejected for reliability reasons in the instant FCA will be included in the calculation of Out-of-Market Capacity. 
C.
APR-2.  This is a new trigger that will cover situations where no new capacity is required, and is designed to account for past excess out-of-market capacity.  These provisions will be entirely new in the FCM rules, and so nothing below is shown in red versus black text.  Note that New Capacity Required can be a negative value.
1.
Trigger.  APR-2 is triggered if in a Capacity Zone, all of the following conditions are met:

a.
(New Capacity Required + Cleared Permanent De-List Bids) <= 0; 

b.
there is not Inadequate Supply; and

c.
(New Capacity Required + Cleared Permanent De-List Bids + Carried Forward Excess OOM Capacity) > 0.

2.
Pricing.  Same pricing provisions as the current Alternative Price Rule.  If APR-2 is triggered in a Capacity Zone, then the Capacity Clearing Price in that Capacity Zone shall be, generally, the lesser of:  (a) $0.01 below the price at which the last new resource to withdraw did so; or (b) CONE.

3.
Definitions.  All definitions are the same as those discussed above in description of APR-1, except for Carried Forward Excess OOM Capacity, which is a new term introduced for use in determining whether APR-2 is triggered.
a.
Carried Forward Excess OOM Capacity. Values associated with the instant FCA are denoted with a subscript “t” and values associated with the immediately previous FCA are denoted with a subscript “t-1”.  In no case will Carried Forward Excess OOM Capacity be less than zero.
i.
If (New Capacity Requiredt-1 + Cleared Permanent De-List Bidst-1) > 0, then 

Carried Forward Excess OOM Capacityt = Out-of-Market Capacityt-1 - (New Capacity Requiredt-1 + Cleared Permanent De-List Bidst-1).
ii.
If (New Capacity Requiredt-1 + Cleared Permanent De-List Bidst-1) <= 0, then
Carried Forward Excess OOM Capacityt = Out-of-Market Capacityt-1 + min[Carried Forward Excess OOM Capacityt-1, (0 - (New Capacity   Requiredt-1 + Cleared Permanent De-List Bidst-1))]
In the calculation of Carried Forward Excess OOM Capacity, past excess Out-of-Market Capacity shall not carry forward for more than four years (hence it will apply in no more than five auctions).
D.
APR-3.  This is a new mechanism that will apply where no new capacity is required and where APR-2 does not apply, and is designed to account for rejected de-list bids.  These provisions will be entirely new in the FCM rules, and so nothing is shown in red versus black text.

1.
Trigger.  APR-3 is triggered if in a Capacity Zone, all of the following conditions are met:

a.
(New Capacity Required + Cleared Permanent De-List Bids) <= 0; 
b.
(New Capacity Required + Cleared Permanent De-List Bids + Carried Forward Excess OOM Capacity) <= 0;
c.
there is not Inadequate Supply; and

d.
one or more Non-Price Retirement Request, Permanent De-List Bid, Static De-List Bid, Export Bid, Administrative Export De-List Bid, or Dynamic De-List Bid was rejected for reliability reasons pursuant to Section III.13.2.5.2.5.
2.
Pricing.  At FCA prices at or below 0.6 times CONE, if APR-3 is triggered in a Capacity Zone, the Capacity Clearing Price in that Capacity Zone will be determined by the intersection of the aggregate supply curve as described in Section III.13.2.3.3 and a demand curve where each price / quantity pair results in the same total costs as the price at which the trigger condition (described below) is met multiplied by the quantity demanded at that price.  The trigger condition shall be when the excess capacity remaining in the FCA in that Capacity Zone is less than or equal to the total quantity of capacity associated with all Non-Price Retirement Requests, Permanent De-List Bids, Static De-List Bids, Export Bids, Administrative Export De-List Bids, or Dynamic De-List Bids rejected for reliability reasons pursuant to Section III.13.2.5.2.5.

3.
Definitions.  All definitions are the same as those discussed above.
� Note that in the currently-existing FCM rules, there is a fifth category of Out-of-Market Capacity called “Carried Forward Capacity” that applies only in an import-constrained Capacity Zone.  This provision will be retained and coordinated with the proposed APR changes.  It also may be renamed to avoid confusion with the new “Carried Forward Excess OOM Capacity” provisions.
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