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1. Introduction 

1.1 About ISO New England 
Created in 1997, ISO New England (ISO) is the not-for-profit corporation responsible for three 

main functions: 

 The day-to-day reliable operation of New Englandôs bulk power generation and 

transmission system 

 Oversight and fair administration of the regionôs wholesale electricity markets 

 Management of a comprehensive regional bulk power system planning process  

Since February 1, 2005, the ISO has operated as a Regional Transmission Organization (RTO), 

assuming broader authority over the daily operation of the regionôs transmission system and 

possessing greater independence to manage the regionôs bulk electric power system and 

competitive wholesale electricity markets. The ISO also continues to work closely with 

regulators and stakeholders, including participants in the marketplace. The ISO operates the Day-

Ahead and Real-Time Energy Markets, the Forward Capacity Market (FCM), the Regulation 

Market, the reserve markets, and the annual and monthly auctions of Financial Transmission 

Rights (FTRs). 

1.2 About This Report 
 

The ISOôs Internal Market Monitoring Unit (INTMMU) monitors the markets, publishes market 

results, analyzes market efficiency, and addresses any impediments to efficiency or competition. 

The INTMMU issues periodic reports, including this quarterly report and the annual report, as 

part of its monitoring responsibility. The quarterly report is required by Section III of the 

Transmission, Markets and Services Tariff (Market Rule 1), Appendix A, Section 11.2.2.  

All information and data presented here is the most recent as of the time of publication. Some 

data presented in this report are still open to resettlement. Natural gas price information is 

provided by ICE. Oil prices are provided by Argus Media. 
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2. Summary of First Quarter Results 

This quarterly report covers the period from January 1, 2009 to March 31, 2009 (the ñReporting 

Periodò). The report contains the ISO analyses and summaries of market performance. 

 Wholesale prices and fuel prices 

Many trends observed in the fourth quarter of 2008 have continued into the first quarter of 2009. 

Fuel prices and wholesale electricity prices remain much lower than recent yearsô averages. In 

March 2009, the average Real-Time Hub LMP was 47% lower than the average price in March 

2008 and 38% lower than the average price in March 2007. Low prices are mostly due to low 

fuel prices, specifically natural gas. The average price of natural gas in March 2009 was 

$4.79/MMBtu. The price for natural gas has not been at this level since 2002, and is the fuel 

most often setting the price for electricity in New England. Figure 1 shows the average Real-

Time Hub LMP from January 2006 through March 2009, as well as the average prices for No. 6 

oil (1%) and gas delivered to Massachusetts. 

Figure 1 - Average prices of Hub RT LMP, Natural Gas and No. 6 oil (1%),  

January 2006-March 2009 

 

 

 



 

ISO NEW ENGLAND   2009 First quarter Markets Report  4 

 Weather-Normalized Net Energy for Load (NEL)  

Weather-normalized Net Energy for Load is an estimate of what energy consumption would be 

without abnormal fluctuations in weather. Weather-normalized NEL normally increases year to 

year with economic growth and is a major contributor to capacity additions. It provides a useful 

insight into other causes of energy demand, particularly economic growth.  

Weather-normalized net energy for load continued a pattern of decreasing relative to the year 

before. Since the beginning of 2009, weather-normalized NEL declined by an average of 3.04% 

from 2008. The biggest decrease occurred in March 2009, coinciding with significant decreases 

in fuel and wholesale electricity prices. The decrease in net energy for load is consistent with the 

current economic recession. 

Table 1 - Weather-Normalized NEL, January 2008 - March 2009 

Year Month Weather 
Normalized 
NEL (GWh) 

Percent 
change 
from 
prior year 

2008 JAN 11,887 0.11% 

FEB 10,484 -2.48% 

MAR 11,010 -1.29% 

APR 9,886 -1.63% 

MAY 9,901 -4.37% 

JUN 11,259 0.29% 

JUL 12,579 0.84% 

AUG 12,295 -2.04% 

SEP 10,485 -2.81% 

OCT 10,143 -2.99% 

NOV 10,221 -2.24% 

DEC 11,388 -3.06% 

2009 JAN 11,630 -2.16% 

FEB 10,205 -2.66% 

MAR 10,536 -4.31% 

 

 Second Contingency NCPC Payments 

NCPC second contingency payments have decreased significantly from previous years, due 

mostly to transmission improvements made in NEMA and Connecticut. In the first quarter of 

2009, almost all second contingency commitments were made in SEMA. The second 

contingency commitments made in CT have dropped significantly since the first quarter of 2008, 
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from 299,640 MWh to 16,712 MWh. This is a 94% decrease from the first quarter in 2008. 

Please refer to Figure 22 for more details.   

 

Other First  Quarter Hi ghlights 

       Peak Load ï On January 15, 2009, the first quarterôs peak was set at 20,701 MW. This 

was 5% lower than the 2008 first quarter peak.  

 

       Electric energy prices ï The average Hub Day-Ahead and Real-Time electric energy 

prices for the Reporting Period were $54.17/MWh and $52.80/MWh, respectively. The 

average Hub system Day-Ahead and Real-Time price in January were $70.43/MWh and 

$68.04/MWh, in February were $49.38/MWh and $49.51/MWh, and in March were 

$42.22/MWh and $40.53/MWh, respectively. 

 

 Market M itigation  ï There was on mitigation event in Real-Time Net Commitment 

Period Compensation payments during the Reporting Period. There were no events in the 

Real-Time or Day-Ahead Energy Market or the Day-Ahead Market Net Commitment 

Period Compensation payments. 
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3. Electric Energy Markets 

The factors that influence the market price for electric energy are supply and demand. Supply is 

influenced in turn by fuel prices and the frequency and location of transmission constraints.  

3.1 Demand 
The total energy needed to serve demand, including transmission losses, within the New England 

control area is referred to as the Net Energy for Load (NEL).
1
 NEL supplied to the system in the 

first quarter of 2009 decreased by 2.8% relative to the first quarter of 2008. Since NEL is 

influenced by weather, to allow for more accurate comparisons of load growth across years, the 

ISO calculates the weather-normalized NEL (i.e., the NEL that would have been observed if 

weather were normal). The quarter showed a weather-normalized decrease by 3.2% in NEL in 

2009 compared to 2008 values, as shown in Table 2.
2
   

Table 2 ï Net Energy for Load 

Net Energy For Load 
(GWh) 

2009 2008 Diff. %Chg. 

Q1 Recorded 32,691 33,629 -938 -2.8 

Q1 Weather Normalized 32,371 33,434 -1,063 -3.2 

  

 

 

 

 

 

 

 

                                                           
1 NEL is calculated as generation in New England (excluding generation used to support pumping at pumped storage hydro 

generators) plus net interchange with other control areas. 

2 To adjust for the effect of weather, the ISO adjusts energy consumption to reflect the departure of the experienced weather 

during a period from 20-year average, or ñnormalò levels using statistically derived factors. If temperatures are more severe than 

normal, consumption is adjusted downward; if milder than normal, an upward adjustment is made. Summer months also account 

for the effect of humidity on consumption levels. 
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Figure 2 shows the demand for each load zone during the Reporting Period. Unlike Net Energy 

for Load (NEL), Figure 2 shows total energy consumption, including net interchange and electric 

energy used for pumping at certain hydro units. 

Figure 2 ï Demand by Load Zone, 2009 Q1 
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The first quarter system-peak hourly load of 20,701 MW occurred during hour-ending 19 on 

January 15, 2008. As shown in Table 3, this was 5% below the peak of 21,782 MW in the first 

quarter of 2008.  

Table 3 ï Peak Load Statistics, 2009 Q1 

Peak Hourly Load 2009 2008 Change % Chg. 

Recorded Actual (MW) 20,701 21,782 -1,081 -5.0 
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Figure 3 shows load levels for the first quarters of the past three years as load-duration curves, 

with the hourly load levels ordered from highest to lowest. The duration curve shows, for each 

year, the percentage of time that the hourly load was at or above the load levels shown on the 

vertical axis.  

Figure 3 ï New England Hourly Load Curves 
2006 ï 2009 Q1 
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3.1.1 Load Obligation 

During all Reporting Period hours, the day-ahead load obligation averaged about 98.2% of the 

real-time load obligation. This percentage varied across zones. Figure 4 presents the statistics for 

the Reporting Period by zone. The Rhode Island and Connecticut load zones cleared the highest 

percentage, clearing 106% and 99% of real-time load obligation in the Day-Ahead Energy 

Market, respectively.  

Cleared Day-Ahead load obligations for a zone can be higher than Real-Time load obligation due 

to forecasting errors by participants, or expectations of price differences that create opportunities 

for participants to arbitrage prices using virtual transactions. A cleared decrement bid is included 

in day-ahead load obligation while the real-time financial settlement of an increment bid is not 

included in real-time load obligation 
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Figure 4 ï Average Day-Ahead Load Obligation vs. Real-Time Load Obligation 
by Zone, 2009 Q1 
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3.1.2 Day-Ahead Demand and Virtual Trading Trends 

Figure 5 shows the average hourly submitted and cleared quantities of demand, virtual demand, 

and virtual supply for the Reporting Period. Around 65% of cleared demand bids were fixed 

demand bids, insensitive to price, while approximately 27% were price-sensitive demand bids. 

The remaining 7% of cleared day-ahead demand was virtual demand bids. 
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Figure 5 - Average Hourly Submitted and Cleared Demand, Virtual Demand, Q1 
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Figure 6 and Figure 7 show the daily total of the hourly submitted and cleared virtual 

transactions over the three-month Reporting Period. Submitted quantities of virtual transactions 

varied more than cleared volumes during the period. About 24,400 MWh of virtual demand bids 

and about 29,660 MWh of virtual supply offers cleared on average per day during the period.  
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Figure 6 ï Submitted and Cleared Virtual Demand 
Daily Totals, 2009 Q1 
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Figure 7 ï Submitted and Cleared Virtual Supply 
Daily Totals, 2009 Q1 
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3.2 Supply 
Figure 8 shows generation by fuel type as a percentage of total generation for the first quarters of 

2008 and 2009. The percentages are relatively constant from 2008 to 2009. Overall, first quarter 

generation decreased by 2.8% year-over-year, from 33,629 GWh in 2008 to 32,691 GWh in 

2009, while non-weather normalized NEL decreased by 3.2%. Net interchange with other control 

areas increased from -3,410 GWh in the first quarter of 2008 GWh in the first quarter of 2009. 

Energy exported increased by 457 GWh in the first quarter of 2009 from the same period in 

2008, while energy imported decreased by 1,199 GWh in the first quarter of 2009 from the same 

period in 2008. Generation used to support pumping at pumped storage hydro generators is not 

included in NEL. 

Figure 8 ï Actual Generation by Fuel Type  
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New England was a net importer from Canada and New York during the Reporting Period. 

Overall net imports were 5.4% of the quarterly NEL in New England.  

Figure 9 shows total interregional power flows for the first quarters of 2001 through 2009. Figure 

10 shows interregional power flows during the Reporting Period by external node. The NY-AC 

interface is the collection of AC tie lines connected to New York through Connecticut, 

Massachusetts, and Vermont. The NY-CSC interface is the Cross-Sound Cable and the 1385 

Cable is a priced interface between southwest Connecticut and New York. 
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Figure 9 ï New England Imports, Exports and Net Interchange 
All Interfaces: 2001 ï 2009 Q1 
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Figure 10 ï New England Imports, Exports by Interface 
2009 Q1 
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3.3 Electric Energy Prices 
3.3.1 Marginal Input Fuel Types 

Figure 11 shows the real-time marginal, or price-setting, input fuels during the Reporting Period 

as a percentage of total marginal minutes. Binding real-time transmission constraints produce 

instances when there is more than one marginal generating unit on the system because there is a 

marginal unit on each side of a constraint; one setting price for the constrained area and one 

setting price for the unconstrained area. Some types of generating units, such as nuclear power 

stations, were never marginal during the Reporting Period and are not included in the figure. The 

figure shows that units burning natural gas account for 41% of the total marginal minutes during 

the period. Oil/Gas units, many of which burn gas as their primary fuel, accounted for an 

additional 24% of the marginal minutes. These results show the extent to which New England 

power prices are dependent on gas unit offers. 

Figure 11 ï Marginal Units by Unit Type 
2009 Q1 
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3.3.2 Electric Energy Prices and Fuel Prices 

Table 4 shows the price per MMBtu for selected fuels used during the Reporting Period. 



 

ISO NEW ENGLAND   2009 First quarter Markets Report  15 

Table 4 ï Fuel Price Statistics for Q1 2009, $/MMBtu 

Fuel Type Average Price Low Price High Price 

Natural Gas 6.53 4.07 15.48 

No. 6 Oil 1% 6.06 5.38 6.70 

Low Sulfur Coal 2.37 2.10 2.64 

High Sulfur Coal 2.12 1.93 2.47 

Sources: Natural gas prices provided by ICE. Oil prices provided by Argus Media 

Figure 12 shows the daily average real-time system price plotted against the daily average 

variable production cost of hypothetical power plants burning either natural gas or oil. The gas 

plant production costs are based on a relatively efficient natural gas fired combine-cycle plant 

with a heat rate of approximately 7,000 Btu/kWh, while the oil plant production costs are based 

on a heat rate of approximately 10,500 Btu/kWh. The day-ahead spot prices for fuel are used to 

calculate the variable costs estimates. Unexpected system conditions, such as an unplanned 

generator or transmission-line outages, may cause energy-price spikes that are unrelated to fuel 

prices. 

 
Figure 12 ï Daily Avg. Real-Time System Price of Energy vs. Variable  

Production Costs, 2009 Q1  
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Table 5 shows average first quarter price indices for natural gas and No. 6 oil (1%), with each 

fuel indexed to its value in the year 2000. These two fuels are shown because they are often 

marginal in New England, as was shown in Figure 11. The price of natural gas and No. 6 oil 

(1%) both decreased in the first quarter of 2009 relative to the same period in 2007 and 2008. 
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Note that between 2008 and 2009, No. 6 oil (1%) prices increased at a higher rate than natural 

gas prices and oil has become the more expensive fuel on average. This change in relative prices 

alters the merit order dispatch with No. 6 oil units becoming more expensive, and dispatched less 

frequently, than natural gas units. 

Table 5 ï Fuel Price Index for First quarters, Year 2000 Basis  

 

Fuel 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Natural Gas 1.00 1.73 0.71 2.18 1.93 2.04 2.09 2.10 2.57 1.60 

No. 6 Oil (1%) 1.00 1.11 0.77 1.50 1.21 1.48 2.20 1.82 3.34 1.74 

 

3.3.3 Energy Prices Throughout the Quarter 

Figure 13 and Figure 14 show the day-ahead and real-time system electric energy prices for New 

England during the first quarters of the most recent three years as duration curves, with prices 

ordered from highest to lowest.
3
 For each first quarter, the duration curve shows the percentage 

of time that the system price was at or above the price levels shown on the vertical axis. The 

figures show that prices during the first quarter of 2009 were lower than those during the first 

quarters of 2007 and 2006 for almost all hours in both the Day Ahead and Real-Time Energy 

Markets. 

                                                           
3 System price is the load-weighted average of the nodal LMPs 
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Figure 13 ï New England Hourly DA System Price Duration Curves 
2006- 2009 Q1 
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Figure 14 ï New England Hourly RT System Price Duration Curves 
2005- 2009, Q1 Prices < $275  

 

 

 


