Why will the exclusion of pumping load from the LSCPR Charge allocation decrease the charges allocated to other parties?

Pumped storage facilities shift off-peak load to on-peak hours by pumping water into a storage pond in off-peak hours for later conversion of that potential energy into electric energy to offset the peak hour energy demand. The economics of pumping load are driven by the degree to which a peak hour energy sale can cover the costs of pumping in off-peak hours. Placing pumping costs at risk of additional costs beyond those reflected in the Locational Marginal Price (LMP) for Energy will have two effects. Additional costs of pumping will reduce the economics of storing energy for subsequent peak hour use. This will mean lower off-peak loads and it will mean less on-peak energy to decrease peak load in the region.

These two effects are likely to have the effect of increasing LSCPR costs. If less on-peak load can be satisfied through stored energy, this will likely mean that ISO-NE Operations will be forced to look to more expensive and perhaps less flexible (longer start and minimum run times) resources to meet the load plus local (LSCPR) reserves. Exclusion of pumping load from the LSCPR allocation would prevent increasing the cost of storing energy and increase the availability of stored energy for peak hour use and thereby decrease (or avoid) LSCPR costs. 

Why is the exclusion of pumping load from the LSCPR Charge allocation important to the competitiveness and efficiency of the market?

LSCPR costs are incurred due to the need to schedule sufficient resources inside the Reliability Region to meet load plus provide for sufficient response to the potential loss of a second contingency. In a situation like SEMA, the need to commit otherwise Out-of-Merit resources for LSCPR reasons is at its peak in the peak load hours of the day and at its lowest in the off-peak hours of the day. As a result, off-peak pumping will not contribute to the demand for LSCPR commitments, but could if permitted, reduce the demand for those same resource commitments. Excluding pumped storage pumping load from the LSCPR Charge allocation would maximize the ability of these resources to make stored energy available for on-peak use.
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